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PUBLIC LAWS, FIRST REGULAR SESSION - 1989
Sec. 2. Appropriation. The following funds are
appropriated from the General Fund to carry out the pur-
poses of this Act.
1989-90
CORRECTIONS, DEPARTMENT OF
All Other $50,000

Provides funds for the department to
contract for services.

See title page for effective date.

CHAPTER 588
H.P. 954 - L.D. 1322

An Act to Improve Access to Health Care and
Relieve Hospital Costs Due to Charity and Bad
Debt Care Which are Currently Shifted to
Third-party Payors

Emergency preamble, Whereas, Acts of the
Legislature do not become effective until 90 days after
adjournment unless enacted as emergencies; and

Whereas, over 130,000 people in Maine lack health
insurance and considerably more face other barriers to access
to health care; and

Whereas, this legislation creates several programs
designed to provide health care, or to improve access to
health care for persons who are currently inadequately cared
for; and

Whereas, the programs in this legislation which
provide coverage of health care costs for those who are
currently unable to pay those costs will lessen the burden on
3rd-party payors of health care costs caused by bad debt and
charity care; and

Whereas, in the judgment of the Legislature, these
facts create an emergency within the meaning of the
Constitution of Maine and require the following legislation
as immediately necessary for the preservation of the public
peace, health and safety; now, therefore,

Be it enacted by the People of the State of Maine as
follows:

PART A

Sec. 1. 3 MRSA §507, sub-§8, YA, as repealed and
replaced by PL 1985, c. 763, Pt. A, §4, is amended to read:

A. Unless continued or modified by law, the follow-
ing Group D-1 independent agencies shall terminate,
not including the grace period, no later than June 30,
1986:
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(1) Maine Arts Commission; afe
(2) Maine State Museum- ; and

(3) Maine Health Care Finance Commission.

Sec. 2, 5 MRSA §12004-1, sub-§35-A is enacted
to read:

. Maine Health
Program __Advisory
Committee

22 MRSA
§3189

35-A. Human
Services

Legislative
Per Diem
for Legis-
lative Mem-
bers_Only;
Expenses

Only for
Other Members

Sec, 3. 22 MRSA §304-D, sub-§1, 1B, as enacted
by PL 1985, c. 661, §2, is repealed.

Sec. 4. 22 MRSA §304-D, sub-§4, as enacted by
PL 1985, c. 661, §2, is repealed.

Sec. 5. 22 MRSA §382, sub-§1-A is enacted to
read:

1-A.  Border hospital. “Border hospital” means a
hospital located in this State within 10 miles of the New
Hampshire border.

Sec. 6. 22 MRSA §382, sub-§16-A is enacted to
read:

16-A. Revenue limit. “Revenue limit” means the
revenue per case, the rate per unit of outpatient service, the
total outpatient revenue or the total revenue approved by
the commission _under section 396.

Sec, 7. 22 MRSA §388, sub-§1, 1A, as amended
by PL 1987, c. 73, is further amended to read:

A. Prior to January 1st, the commission shall prepare
and transmit to the Governor and to the Legislature
a report of its operations and activities during the
previous year. This report shall include such facts,
suggestions and policy recommendations as the
commission considers necessary. The report shall
include:

(1) Data citations, to the extent possible, to
support the factual statements in the report;

(2) The administrative requirements for
compliance with the system by hospitals to
the extent possible;

(3) The commission’s view of the likely fu-
ture impact on the health care financing sys-
tem of trends in the use or financing of hos-
pital care, including federal reimbursement
policies, demographic changes, technological
advances and competition from other provid-
ers;
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(4) The commission’s view of likely changes
in apportionment of revenues among classes
of payers and purchasers as a result of trends
set out in subparagraph (3);

(5) The relationship of the advisory commit-
tees to the commission;

(6) Comparisons of the impact of the hospital
care financing system with relevant regional
and national data, to the extent that such data
is available; aad

(7) To the extent available, information on
trends in utilization: ; and

(8) Demonstration projects considered or
approved by the commission.

Sec. 8. 22 MRSA §388, sub-§5 is enacted to read:

5.  Review of exception threshold and variable
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A. The commission shalf establish and approve limits
on _the average revenue per case mix adjusted inpa-
tient admission.

B. For payment years beginning or deemed to begin
on or after October 1, 1992, the commission shall
regulate outpatient services by setting the rate per
unit of service by department. For payment years
beginning or deemed to begin before October 1,
1992, the commission shall establish revenue limits
for outpatient services using methods consistent with
those used in_setting gross patient service revenue

limits for payment years beginning prior to October
1, 1990. Nothing in this paragraph prohibits the

commission from refining or modifying the method

of adjusting for outpatient volume.

4. Total revenue system. The commission shall
establish a total revenue system, which may be chosen by
hospitals _that _are in _relatively self-contained catchment
areas, are not in direct competition with other hospitals and
that meet certain criteria developed by the commission,

adjustment factor. The basis for, and the commission’s
experience with, the threshold on exception requests in
section 396-D, subsection 12, and the variable adjustment
factor in section 396-D, subsection 1-A, shall be reviewed
after these provisions have been in operation for 2 years. By
October 1, 1993, the commission shall recommend to the
Legislature how these factors should be established and what
the factors should be in_light of the current status of hospital
care.

Sec. 9. 22 MRSA §396, as enacted by PL 1983, c.
579, §10, is repealed and the following enacted in its place:

§396. Establishment of revenue limits and apportionment
methods

1.  Authority. The commission may establish and
approve revenue limits _and apportionment methods for
individual hospitals.

2. Criteria. Subject to _more specific provisions
contained in this subchapter, the revenue limits and appor-

tionment methods established by the commission shall en-
sure that:

A. The financial requirements of a hospital are
reasonably related to its total services;

B. A hospital’s patient service revenues are reasona-
bly related to its financial requirements; and

C. Rates are set equitably among all payors, purchas-
ers or classes of purchasers of health care services
without undue discrimination or preference.

3. Average revenue per case payment system. The
commission shall establish an average revenue per case

payment_system,

The per case system shall have 2 components.
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A._Ciriteria shall include, but not be limited to:

(1) Distance of the hospital in_miles and
travel time from the nearest other hospital;
and

(2) Utilization of existing hospital services by
patients within the catchment area.

B. The commission shall establish a procedure by
which, and time limits within which, an_eligible hos-
pital may initially elect to participate in the total
revenue system. The commission shall also establish
the procedures and conditions under which an eli-
gible hospital may choose to be regulated under the
per_case_or_total revenue system after the period
provided for the initial election. These conditions
may include, but are not limited to, reasonable limits
on the frequency with which an eligible hospital may
choose to transfer from one regulatory system to the
other.

C. A hospital that is not eligible to choose to partici-
pate in the total revenue system may request the
commission’s _approval to participate in the total
revenue system for a period of no more than 2 vears.
The commission may approve the request if it deter-
mines that the hospital is experiencing significant
financial problems and is in the process of making a
transition to a different scope or type of service. The
commission_shall require the hospital to establish
that the approval of its request to participate in the
total revenue system would be consistent with the
orderly and economic development of the health care

system,

D. The commission shall establish the total gross
patient service revenue limit for inpatient and outpa-
tient services for hospitals that apply for this system
and meet the established criteria.




PUBLIC LAWS, FIRST REGULAR SESSION - 1989

5. Excess charges prohibited. No hospital may
charge for services at rates that are inconsistent with the
revenue limits approved by _the commission.

6. Specialty hospitals. The commission shall pro-
vide alternative regulatory options for hospitals defined by
the commission as being specialty hospitals.

7. Return on investment. The revenue limits estab-
lished by the commission under this chapter shall, in the case
of a proprietary, for-profit hospital, be established in a
manner that provides a reasonable opportunity for the
hospital to earn an amount that will provide a fair return to
owners based on their investment in_hospital resources.

Sec, 10. 22 MRSA §396-D, sub-§1, as enacted by
PL 1983, c. 579, §10, is amended to read:

1. Economic trend factor. In determining payment
year financial requirements, the commission shall include an
adjustment for the projected impact of inflation on the prices
paid by hospitals for the goods and services required to
provide patient care. In order to measure and project the
impact of inflation, the commission shall establish and use
the following data:

A. Homogeneous classifications of hospital costs for
goods and services and of capital costs, which shall be
called “cost components;”

B. Estimates or determinations of the proportion of
hospital costs in each cost component; and

C. Identification or development of proxies which
measure the reasonable increase in prices, by cost
component, which the hospitals would be expected to
pay for goods and services.

The proxy or proxies chosen by the commission to measure
the reasonable increase in employee compensation shall
reflect the experience of workers in the Northeast and re-
gions of this State who are reasonably representative of
professional medical personnel and other hospital workers.

I+ The commission may also consider the discrepancies, if
any, between the projected and actual inflation experience of
noncompensation proxies in preceding payment years.

The commission may, from time to time during the course
of a payment year, in accordance with duly promulgated
regulations, make further adjustments in the event it obtains
substantial evidence that its initial projections for the current
payment year will be in error.

Sec, 11. 22 MRSA §396-D, sub-§1-A is enacted
to read:

1-A. Variable adjustment factor. In determining
payment year financial requirements, the commission shall
include an adjustment based upon a factor, fixed by the
commission between 0.5% and 2.0%, which shall be added
to the percentage adjustment for inflation determined pur-
suant to subsection 1. This factor shall reflect the following:
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A. Changes in technology not covered by certificate
of need projects, including changes in drugs and sup-

plies;

B. Changes in medical practice;

C. Increased severity of illness not accounted for by
the case mix system and the aging of the population;
and

D, Other changes specified by the commission that
are expected to affect a substantial number of Maine
hospitals.

Sec, 12. 22 MRSA §396-D, sub-§2, 1B, as en-
acted by PL 1983, c¢. 579, §10, is amended to read:

B. The commission may, for hospitals regulated
under the total revenue system, from time to time
during the course of a payment year, in accordance
with duly promulgated regulations, make further
adjustments, on an interim or final basis, in the event
of discrepancies, if any, between projected and actual
case mix changes in the preceding payment years or
in the event it obtains substantial evidence that its
initial projections for the current payment year will
be in error. In making such further adjustments, the
commission shall consider the special needs and
circumstances of small hospitals.

Sec, 13. 22 MRSA §396-D, sub-§2, 1C is enacted
to read:

C. The commission shall consider changes in case
mix for hospitals regulated under the per case system
and shall make prospective adjustments in_years
subsequent to the first payment year in which the
hospital is_subject to the per case system, using a
marginal cost factor in the range of 60% to 90%,
giving consideration to the characteristics of inpa-
tient and outpatient services and hospital size. This
paragraph is repealed effective October 1, 1991.

Sec. 14. 22 MRSA §396-D, sub-§3, 1A, as amended
by PL 1985, c. 661, §7, is further amended to read:

A. An allowance for the cost of facilities and fixed
equipment shall include: allowances for straight line
depreciation and_interest expense, less interest in-
come on debt service reserve funds available to the

hospital.




CHAPTER 588

91“ fxed e.qa'p"’e“; e.l‘. 2 p.e* HoR-of price-level

In determining payment year financial requirements,
the commission shall include an adjustment in the
allowance for facilities and fixed equipment to reflect
changes in debt-service interest expense and to re-
flect any new increases or decreases in capital costs
which result from the acquisition, replacement or
disposition of facilities or fixed equipment and which
are not related to projects for which an adjustment
is required to be made under subsection 5 er-subsee-
Hen-9;-paragraph-B. Any positive adjustments made
to reflect such increases in capital costs shall not be
effective until the facilities or fixed equipment have
been put into use and the associated expenses would
be eligible for reimbursement under the Medicare
program.

Sec. 15. 22 MRSA §396-D, sub-8§3, 1B, as en-
acted by PL 1983, c. 579, §10, is amended to read:

B. An allowance for the cost of movable equipment
shall be calculated on the basis of priee-level straight
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Sec. 19. 22 MRSA §396-D, sub-§4, 1E is enacted
to read:

E. The commission shall consider changes in volume
of services for hospitals regulated according to the
per_case system and shall make prospective volume
adjustments in years subsequent to the first payment
year_in which the hospital is subject to the per case
system _using a marginal cost factor in the range of
60% to 90%, giving_consideration to the character-
istics of inpatient _and outpatient services and hospi-
tal size. This paragraph is repealed effective October
1, 1991,

Sec. 20, 22 MRSA §396-D, sub-§6, as repealed
and replaced by PL 1987, c. 440, §2, is repealed.

Sec. 21. 22 MRSA §396-D, sub-§6-A is enacted
to read:

6-A. Standard component. For payment years
commencing on or after October 1, 1990, but no later than
October 1, 1991, the commission shall establish reasonable
standards of financial requirements or costs per case for

line depreciation and interest consistent with para-

hospitals. _In determining financial requirements for pay-

%&eeimes&ea-ﬂhaﬂ—pfemaigafe—ﬁﬂes—ee

gragh A.

Sec. 16. 22 MRSA §396-D, sub-§3, 1C is enacted
to read:

C. Hospitals shall fund depreciation and use their
funded depreciation as a first source of funds for
payment for capital projects, proportional to the ratio
between the capital cost of the new project and the
gross book value of the hospital assets.

Sec. 17. 22 MRSA §396-D, sub-§4, 1C, as en-
acted by PL 1983, c. 579, §10, is repealed.

Sec. 18, 22 MRSA §396-D, sub-§4, 1D, as enacted
by PL 1983, c. 579, §10, is amended is to read:

D. The commission may, for hospitals regulated
under _the total revenue system, from time to time
during the course of a payment year, in accordance
with duly promulgated regulations, make such fur-
ther adjustments as may be necessary in the event of
discrepancies, if any, between projected and actual
volume changes in preceding payment years or in the
event it obtains substantial evidence that its initial
projections for the current payment year will be in
error. In making such further adjustments, the
commission shall consider the special needs and
circumstances of small hospitals.
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ment years to which the standards apply, the commission
shall include an adjustment to incorporate the standards into
financial requirements as otherwise determined under this
section.

A. The adjustment under this subsection shall apply
to _noncapital financial requirements and to the al-
lowance for capital costs of movable equipment but
shall exclude the allowance for the capital costs of
facilities _and fixed equipment determined under
subsection 3.

B. The commission may exclude certain categories
of operating costs _in order to permit reasonable
comparisons among hospitals.

C. _The commission may exclude financial require-
ments associated with outpatient services from the
adjustment under this subsection, either for all pay-
ment years or for some portion of the 5-year phase-

in_period.

D. The adjustment under this subsection shall be
phased in over a 5-year period, distributed as equally
over the 5 vears as is practicable. At the end of the
S-year period, the standard component may not
exceed 50% of those financial requlrements to which
the adjustment is applied.

E. The commission may waive or modify the stan-
dard component adjustment for a border hospital or
a hospital regulated under the total revenue system
if the commission finds that including the standard
component in the hospital’s financial requirements
would impair the capacity of the hospital to provide
necded_services at acceptable levels of quality and
the hospital could not avoid this impairment by
management _action.
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Sec. 22, 22 MRSA §396-D, sub-§9, 1B, as amended
by PL 1987, c¢. 811, §12, is repealed.

Sec. 23, 22 MRSA §396-D, sub-§9, 1D, as re-
pealed and replaced by PL 1987, c. 402, Pt. A, §136, is
repealed.

Sec. 24, 22 MRSA §396-D, sub-§9, 1F, asamended
by PL 1987, c. 542, Pt. H, §2 and as repealed and replaced
by PL 1987, c. 777, §§1 and 6, is repealed.

Sec. 25, 22 MRSA §396-D, sub-§9, 11F-1 and
F-2 are enacted to read:

F-1. In determining payment year financial require-
ments, the commission shall include an adjustment
to reflect the actual costs of the hospital’s participa-
tion in the Health Occupations Training Project,
Title 26, chapter 31. These costs shall be limited to

actual payments made to lenders under the program.

The commission shall make an adjustment under this
paragraph only to the extent that the costs found to

be reasonable are not otherwise included in financial
requirements.

F-2. In determining payment vear financial require-
ments, the commission shall include an adjustment
for the hospital’s assessment by the Maine High-risk
Insurance Organization, pursuant to Title 24-A,
section 6052, subsection 2.

Sec. 26. 22 MRSA §396-D, sub-§9, 9G, as enacted
by PL 1987, c. 769, Pt. A, §65, is repealed.

Sec, 27. 22 MRSA §396-D, sub-§9, TH, as enacted
by PL 1987, c. 847, §1, is amended to read:

H. In determining payment year financial require-
ments, the commission shall include an adjustment
for the hospital’s assessment under Title 36, section
2860 2801.

Sec. 28. 22 MRSA §396-D, sub-§11, 1B, as en-
acted by PL 1983, c. 579, §10, is amended to read:

B. Adjustments made for a payment year for work-
ing capital, management support and those new regu-
latory costs specified in subsection 9, paragraph C,
subparagraphs (1) and (2), shall not be considered
part of base year or payment year financial require-
ments for purposes of computing payment year fi-
nancial requirements pursuant to section 396-C for

a subsequent payment year. The eemmission—inay
. e h £y 3 .

% . el )
payment year finaneial-requirements—for-purpeses-of
A il ; :

or vears to which an adjustment for an
exception request applies shall be determined in

accordance with subsection 12, paragraph C.

CHAPTER 588

Sec. 29. 22 MRSA §396-D, sub-§12 is enacted to
read:

12.  Exception requests. The commission shall
provide for a special exception adjustment whereby a hospi-
tal may request an adjustment to its financial requirements
to reflect major, reasonable changes in expenses for which no
adequate adjustment is otherwise provided under this chap-

- fter.
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A. In determining whether and to what extent such
an_adjustment should be granted, the commission
shall consider the following in addition to any more
specific criteria that the commission may establish by
rule:

(1) The nature and reasonableness of the
changes in expenses for which an adjustment
is_under consideration, including any offset-
ting expense changes;

(2) The reasonableness and necessity of the
hospital’s total acute care operating expenses;

(3) The hospital’s efficiency and its costs in
comparison to other hospitals; and

(4) The effects on patients, purchasers and
payors of any change in charges that would
result from granting the adjustment.

After review of an exception request made pursuant
to_this subsection, the commission may, on the basis
of the facts found, either increase or decrease the
total financial requirements of a hospital.

B. A request that meets the requirements of para-
graph A, but that would result in a positive adjust-
ment equal to less than 1.5% of a hospital’s financial
requirements for the previous year or $1,000,000,
whichever is less, shall not be granted, unless the
applicant_establishes either of the following:

(1) That the applicant’s failure to receive the
adjustment will immediately, seriously and
irreparably impair_its financial capacity to
continue providing hospital services and that
no alternative means of providing those ser-
vices is _available; or

{2) That denial of the adjustment would
result in a groundless difference in regulatory
treatment of similarly situated hospitals seek-
ing relief under this subsection on the basis of
essentially the same facts.

C. Except as provided in subparagraph (1), an ad-
justment pursuant to this subsection shall be included
in_a hospital’s financial requirements only for periods
of operation after the date on which the application
for interim adjustment is deemed complete or the
commencement of the payment vear for which a
timely notice of contest, requesting an_adjustment
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under this subsection and containing supporting
information specified by the commission, has been
filed.

(1) An interim adjustment under this subsec-
tion may be applied to all or part of the period
between the beginning of the payment vear
during which an application was filed and the
date that the application was deemed com-
plete if the commission finds that:

(a) The hospital would otherwise be
unable to meet its cash requirements
as a consequence of events beyond its
control; or

(b)_Such relief is consistent with the
public _interest.

(2) The commission may determine from the
nature of the expenses for which the adjust-
ment is made whether it shall become a part
of financial requirements for purposes of
computing financial requirements for subse-
quent _payment years.

Sec, 30, 22 MRSA §396-F, first 1, as enacted by
PL 1983, ¢. 579, §10, is amended to read:

In establishing revenue limits for an individual
hespitels hospital, the commission shall make provision for
the revenue deductions in—the—following—eategories deter-
mined in accordance with subsections 1 to 3, offset as appro-
priate by any distributions that the hospital will receive in the
same payment year from the fund established in subsection
4,

Sec. 31. 22 MRSA §396-F, sub-§4, as enacted by
PL 1987, c. 847, §2, is repealed and the following enacted in
its place:

4. Hospital payments fund. There is established the
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its face specimen signatures of these persons
shall be filed with the State Controller as

authority for making payments upon these
vouchers.

(2) _The commission may cause funds to be
invested and reinvested subject to its periodic
approval of the investment program.

(3) The commission shall publish annually,
for _each fiscal year, a report showing fiscal
transactions of funds for the fiscal year and
the assets and liabilities of the funds at the
end of the fiscal year.

B. The commission shall disburse amounts from the
hospital payments fund to those hospitals most af-
fected by bad debts, charity care and shortfalls in
governmental payments. The commission shall
develop standards for the distribution of the funds to
individual hospitals. The standards shall address the
following factors:

(1) The impact of the proportion of Medi-
care and Medicaid payments;

(2) The special disadvantages of the Medi-
care_payment system for rural hospitals;

(3) The proportion of charges to nonpaying
patients;

(4) _The efficiency of the hospital; and

(5) The financial distress of the hospital and
the plan of the hospital to relieve that dis-
tress.

Sec. 32. 22 MRSA §396-H, as enacted by PL 1983,
¢. 579, §10, is repealed and the following enacted in its place:

§396-H. Establishment and adjustment of gross patient

Hospital Uncompensated Care and Governmental Payment
Shortfall Fund, which may be referred to as the “hospital
payments fund,” administered by the commission. The assets

of this fund shall be derived from any appropriation that the
Legislature may make or from any portion of the approved

service revenue limits

The commission shall establish a gross patient service
revenue limit or limits for each hospital for each payment
year commencing on or after October 1, 1984. This limit

gross patient service revenue of each hospital designated as

shall be established as follows.

hospital payments fund revenue pursuant to section 396-1,
subsection 1, or from both of these sources.

A. The hospital payments fund shall be administered

1. General computation. The gross patient service
revenue limit or limits shall be computed to allow the hos-
pital to charge an amount calculated to recover its payment

as_follows.

(1) _Except as otherwis¢ provided, the Treas-

year financial requirements, offset by its available resources
pursuant to section 396-E, taking into consideration the
revenue deductions determined pursuant to section 396-F

urer of State shall be the custodian of the

and_the payment system applicable to the hospital.

hospital payments fund. Upon receipt of
vouchers signed by a person or persons des-
ignated by the commission, the State Control-

2. Hospital payments fund adjustment. For pay-
ment years or_partial payment years on or after October 1,

ler shall draw a warrant on the Treasurer of

1990, the commission may include in the gross patient ser-

State for the amount authorized. A duly

vice revenue limit an adjustment, based on a uniform per-

attested copy of the resolution of the commis-

centage to be applied to all hospitals, to provide revenue to

sion designating these persons and bearing on
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be transmitted to the hospital payments fund in accordance
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with section 396-I, subsections 1 and 6. The adjustment shall
not exceed .75% of net patient service revenues annually,

Sec, 33, 22 MRSA §396-I, as enacted by PL 1983,
¢. 579, §10, is repealed and the following enacted in its place:

§396-1. Payments to hospitals

1. Components of revenue limits. The commission
shall, for each payment vear, apportion each hospital’s
approved revenue limit or limits into the following compo-
nents, as_applicable.

A. One component shall be designated “manage-
ment fund revenue” and shall be equal to the adjust-
ment, if any, for management support services deter-
mined under section 396-D, subsection 9, para-

graph A.

B. One component shall be designated *“hospital
retained revenue” and shall be equal to the approved
gross patient service revenue limit less the “manage-
ment fund revenue” and “hospital payments fund
revenue.”

C. One component shall be designated “hospital
payments fund revenue’ and shall be equal to the ad-
justment, if any, determined under section 396-H,
subsection 2, for the support of the hospital pay-
ments fund.

2. Apportionment among payors and purchasers.
Based on historical or projected utilization data, the commis-
sion shall apportion, for each revenue center specified by the
hospital subject to subsection 6, and for the hospital as a
whole, the hospital’s approved gross patient service revenue
among the following categories:

A. Maijor 3rd-party payors, each of whom shall be a
separate category; and

B. All purchasers and payors, other than major 3rd-
party payors, which shall together constitute one cate-

gory.

3. Payments by payors and purchasers. Payments
by payors and purchasers shall be determined as follows.

A. Payments made by major 3rd-party pavors shall
be made in accordance with the following proce-
dures.

(1) The commission shall require major 3rd-
party payors to make biweekly periodic in-
terim payments to hospitals, provided that
any such payor may, on its own initiative,
make more frequent payments.

(2) After the close of each payment year, the
commission shall adjust the apportionment
of payments among major 3rd-party payors

based on actual utilization data for that year.

1099

CHAPTER 588

Final settlement shall be made within 30 days
of that determination.

B. For hospitals regulated according to the total
revenue_system, payments made by payors, other
than major 3rd-party payors, and by purchasers shall
be made in accordance with the following proce-
dures.

(1) _Payors, other than major 3rd-party pay-
ors, and purchasers shall pay on the basis of
charges established by hospitals, to which ap-
proved differentials are applied. Hospitals
shall establish these charges at levels which
will reasonably ensure that its total charges,
for each revenue center, or, at the discretion
of the commission for groups of revenue
centers and for the hospital as a whole, are
cqual to the portion of the gross patient
service revenue apportioned to persons other
than major 3rd-party payors.

(2) Except as otherwise provided in this sub-
paragraph, subsequent to _the close of a pay-
ment_year, the commission shall determine
the amount of overcharges or undercharges,
if any, made to payors, other than major 3rd-
party payors, and to purchasers and shall
adjust, by the percentage amount of the
overcharges or undercharges, the portion of
the succeeding year’s gross patient service
revenue limit that would otherwise have been
allocated to purchasers and payors other than
major 3rd-party payors. Adjustments to the
succeeding year’s gross patient service reve-
nue limit shall not be made for undercharges
if the undercharges resulted from an affirma-
tive -decision by the hospital’s governing body
to undercharge. Any such decision to under-
charge must be disclosed to the commission
in order that it may be taken into account in
the apportionment of the hospital’s approved
gross_patient service revenue among all pay-
ors and purchasers, including major_3rd-party

payors.

C. Payments to hospitals on the per case system shall
be_made on _the basis of charges established consis-
tent with limits set by the commission under that
system. The commission shall establish by rule the
necessary adjustments to approved revenues in
subsequent payment years for hospitals determined
to _have overcharged or undercharged purchasers
and payors other than major 3rd-party payors.

D. In addition to any reductions in payments to
hospitals under paragraphs A, B and C, if a_hospital
exceeds any revenue limit by an amount in_excess of
a_margin equal to 5% for small hospitals and 3% for
all_other hospitals, the commission may impose a
penalty equal to 120% of the amount in excess of the
margin times the rate of inflation. The amount of any
penalty imposed shall be applied prospectively, and
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in_accordance with methods prescribed by the com-
mission, to reduce charges applicable to the class or
classes of payors or purchasers which were over-
charged. In determining whether to impose a penalty
on a hospital regulated according to the total revenue
system, the commission shall consider whether the
revenues received by a hospital met its approved
financial _requirements.

4. Negotiated discounts. As of March 1, 1991, any
hospital that is participating, or has chosen to participate or
must participate, in the rate per case system, may negotiate
discounts to charges with payors. Between March 1, 1991
and September 30, 1991, negotiated discounts may not
exceed 5% of the hospital’s established charges for inpatient
services or 7% of its established charges for outpatient
services. There shall be no limit on the magnitude of nego-
tiated discounts after September 30, 1991. Hospitals in the
total revenue system may negotiate discounts with the
approval of the commission according to standards adopted
by rule of the commission. The revenue losses resulting from
negotiated discounts shall not be reflected in the computa-
tion of a hospital’s revenue limit.

5. Transmittal of management fund revenue. No
later than 30 days after receipt of each payment, each hos-
pital shall transmit to the Management Support Fund, estab-
lished pursuant to section 396-J, the portion, if any, of the
payment which corresponds to the management fund reve-
nue.

6. Review of allocations. Notwithstanding the pro-
visions of subsection 2, the commission shall review the
allocation of revenues to revenue centers specified by each
hospital and shall ensure that such allocation, to the extent
it results in internal departmental subsidies, is reasonable
and does not result in undue price discrimination.

7. Transmittal of hospital payments fund revenue.
No later than 30 days following the close of each quarter of
each fiscal year, each hospital shall transmit to the hospital
payments fund, established in section 396-F, that portion of
its revenues which corresponds to the hospital payments
fund revenue determined under subsection 1.

Sec. 34, 22 MRSA §396-K, sub-§3, 1B, as re-
pealed and replaced by PL 1985, c. 661, §10, is repealed.

Sec, 35. 22 MRSA §396-K, sub-§3, 1B-1 is en-
acted to read:

B-1. On the basis of additional information received
after an annual credit is established pursuant to

paragraph A, including information provided by the
department concerning the State Health Plan or

projects then under review, the commission may by
rule increase or decrease the amount of the annual
credit during the course of the payment year cycle to
which it applies. The commission may not act under
this paragraph to decrease the credit below the
amount that would, in combination with any amounts
carried over from prior years, equal the total of any
debits associated with projects approved on or before

1100

PUBLIC LAWS, FIRST REGULAR SESSION - 1989

the date that the commission notifies the department
of a proposed rule that would decrease the credit.
For any payment year cycle in which the annual credit
is_apportioned to “statewide” and “individual hospi-
tal” components, the increase or decrease author-
ized by this paragraph shall apply solely to the “state-
wide” component of the credit.

Sec. 36. 22 MRSA §396-K, sub-§3, 1C, as re-
pealed and replaced by PL 1985, c. 661, §10, is amended to
read:

C. The commission shall approve an adjustment to
a hospital’s financial requirements under section
396-D, subsection 5, paragraph A, for a major or
minor project if:

(1) The project was approved by the depart-
ment under the Maine Certificate of Need
Act; and

(2) The associated incremental annual capi-
tal and operating costs do not exceed the
amount remaining in the statewide—eompe-
pept—of—the Hospital Development Account
as of the date of approval of the project by the
department, after accounting for previously
approved projects.

Sec. 37. 22 MRSA §396-K, sub-§3, 1D, as re-
pealed and replaced by PL 1985, c. 661, §10, is repealed.

Sec. 38. 22 MRSA §396-K, sub-§3, 1E, as en-
acted by PL 1985, c. 661, §10, is repealed. .

Sec. 39. 22 MRSA §396-K, sub-8§3, TF, as en-
acted by PL 1985, c. 661, §10, is amended to read:

F. Debits and carry-overs shall be determined as
follows.

(1) Except as provided in subparagraph (2),
the commission shall debit against the state-

i Hospital Develop-
ment Account the full amount of the incre-
mental annual capital and operating costs as-
sociated with each project for which an ad-
justment is approved under paragraph C.
Incremental annual capital and operating
costs shall be determined in the same manner
as adjustments to financial requirements are
determined under section 396-D, subsection
5, for the 3rd fiscal year of implementation of
the project.

(2) In the case of a project which is approved
under paragraph C and which involves ex-
traordinary incremental annual capital and
operating costs, the commission may, in ac-
cordance with duly promulgated rules, defer
the debiting of a portion of the annual costs
associated with the project until a subsequent
payment year cycle or cycles.
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(4) Amounts credited to the stateveide

Hospital Development
Account for which there are no debits shall be
carried forward to subsequent payment year

cycles as a credit to-the-statewide-componest.
rorvhicht} sebits-shallt
eatried—forward-to-subsequent—payment—yeat
eyeles—as-a-eredit—to—that-aecount:
Sec, 40, 22 MRSA §396-K, sub-§4, as repealed
and replaced by PL 1985, c. 661, §10, is repealed.

Sec. 41, 22 MRSA §396-0, as enacted by PL 1983,
¢. 579, §10, is amended by inserting at the end a new para-
graph to read:

The commission may waive any statutory require-
ments for hospital demonstration projects which further the
goals described in section 381. The commission shall review
hospitals with approved demonstration projects and may
collect data to monitor performance, and require compli-
ance adjustments if the conditions of the demonstration are
contravened. The commission may terminate a demonstra-
tion if it determines that the hospital has not substantially
complied with the terms of the demonstration project.

Sec. 42, 22 MRSA §400, as enacted by PL 1987,
¢. 440, §4, is repealed.

Sec, 43, 22 MRSA §§3189 to 3191 are enacted to
read:

§3189. The Maine Health Program

1. Program created; intent. 'The Maine Health
Program is created to expand access of Maine citizens to
basic health care services. The Maine Health Program is
intended to meet, to the extent of available funds, the health
care needs of uninsured Maine residents with the highest
priority being those needs of residents who are financially
needy and under the age of 18.

2. Definitions. As used in this section, unless the
context otherwise indicates, the following terms have the

following meanings.

A. “Applicable premium’” means the amount that a
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B. “Committee” means the Maine Health Program
Advisory Committee created in subsection 4.

C. “Department” means_the Department of Human
Services.

D. “Federal poverty level” means the federal poverty
level established as required by the United States
Omnibus Budget Reconciliation Act of 1981, Public
Law 97-35, Sections 652 and 673(2).

E. “Household income” means the income of a
person or _group of persons determined according to
rules adopted by the department in accordance with
subsection 9, provided that the rules do not include,
in_the definition of a household, persons other than
those who reside together and among whom there is

legal responsibility for support.

F. “Program” means the Maine Health Program
described in this section.

3. Eligibility. This subsection sets forth eligibility
criteria_for the program.

A. Except as provided in subsection 5 and in para- °
graph B of this subsection, the following persons are
eligible to participate in the program and to receive
benefits in accordance with this section:

(1) Any person who is under 18 years of age
and whose household income is 125% or less
of the federal poverty level;

(2) Any person who is age 18 or older and
whose household income is 95% or less of the
federal poverty level; and

(3) Beginning July 1, 1992, any person who
is age 18 or older and whose household in-
cone is 100% or less of the federal poverty
level.

B. Notwithstanding paragraph A, the following
persons shall not be eligible to participate in the

program:

(1) Persons eligible for the full scope of
Maine medical assistance program benefits;

(2) Persons who are confined to state correc-
tional facilities, county jails or local or county
detention centers or who reside in institutions
operated by the Department of Mental
Health and Mental Retardation; and

(3) Persons who fail to meet other criteria es-
tablished by this section.

4. Maine Health Program Advisory Committee,
There is created the Maine Health Program Advisory

person is required to pay to participate in the Maine

Committee, as established in Title 5, section 12004-I, subsec-

Health Program, as determined under subsection 5.

tion 35-A.
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A. The committee shall be composed of 12 mem-
bers. The Governor shall appoint the following mem-
bers: one representative of hospitals, to be appointed
taking into account the recommendation of the
Maine Hospital Association; one representative of
providers of mental health, substance abuse or chi-
ropractic_services, to be appointed taking into ac-
count the recommendations of statewide organiza-
tions representing those providers; one representa-
tive_of physicians, to be appointed taking into ac-
count a joint recommendation of the Maine Osteo-
pathic Association and the Maine Medical Associa-
tion; one health policy researcher, to _be appointed
taking into account the recommendations of the
Maine Public Health Association; and one represen-
tative of the nursing profession, taking into account
the recommendation of the Maine State Nurses’
Association and the Maine Nursing Organization, a
coalition of nursing organizations. The following
members shall be appointed jointly by the President
of the Senate and the Speaker of the House of
Representatives: 2 representatives of health care
consumers; one representative of the Special Select
Commission on Access to Health Care created by
Title 24-A, section 6071; and one representative of
community health centers, to be appointed taking
into account the recommendation of the Maine
Ambulatory Care Coalition. The President of the
Senate shall appoint one Senator and the Speaker of
the House of Representatives shall appoint one
member of the House of Representatives to serve on
the committee. The Superintendent of Insurance or

the superintendent’s designee shall also serve on the
committee.

B. No person may be appointed as a representative
of consumers of health care if that person has within
12 months preceding the appointment been engaged
for compensation in the provision of health care, or
the provision of health research, instruction or insur-
ance. Appointments shall be made no later than
October_1, 1989,

C. Except for the initial appointees, members shall
serve 2-year terms. The Governor shall appoint 1/2
of the initial group of members to serve a one-year
term and 1/2 to serve a 2-vear term. The President
of the Senate and the Speaker of the House of
Representatives shall appoint 1/2 of the initial group
of members to serve a one-year term and one half to
serve 2-year terms. ‘

D. The committee has the following powers and
duties.

(1)} The committee shall advise the depart-
ment on an ongoing basis with respect to the
development and administration of the pro-
gram, including reasonable opportunity for
review _and comment on proposed rules by
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(2) The committee may accept grants to be
used for the committee’s purposes under this
section.

E. The committee may study issues relating to
implementation of the program as it deems advis-
able. The committee shall study what asset limits, if
any, are appropriate to determine eligibility for
benefits under the program. The study of asset limits
shall_include consideration of:

(1) The treatment of assets in other federal
and state medical programs serving the popu-
lation with greater income than the Medicaid
program, including the Hill-Burton program
of hospital community care described in
United States Code, Title 42, Chapter 6-A,
Subchapter IV:; the Medicaid expansion
under the United States Omnibus Budget
Reconciliation Act of 1986, Public Law 99-
509; the United States Family Support Act of
1988, Public Law 100-482; and the treatment
of assets under the charity care income guide-
lines adopted pursuant to section 396-F, sub-
section 13

(2) The needs of working: and nonworking
participants for funds to pay transportation
and other work-related costs, noncovered
medical costs and other emergencies and
reasonable incentives for savings; and

(3) Program administrative costs.

The committee shall recommend a policy on assets to
the department for review.

F. The Chair of the Legislative Council shall call the
first meeting of the committee no later than 30 days
after_all members of the committee have been ap-
pointed. At the first meeting and vearly thereafter,
members_of the committee shail elect a_chair from
among the committee members. Thereafter, the
commiittee shall meet at the call of the chair of the
committee or at the call of at least 1/4 of the members
of the committee. A majority of the committee
members shall constitute a quorum for the purpose
of conducting business of the committee and exercis-
ing all the powers of the committee. A vote of the
majority of the members present shall be sufficient
for all actions of the committee.

G. Each member of the committee shall be compen-
sated according to the provisions of Title 5, chapter
379.

H. The department shall supply staff and other assis-
tance to the committee. .

5. Program_development and administration. The

the committee prior to the department’s issu- department shall develop and administer the program with
ance of public notice of rulemaking. advice from the committee and in accordance with this sec-
tion.
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A. The department, by rule adopted in accordance
with subsection 9, shall determine the scope and
amount of medical assistance to be provided to
participants in the program provided that the rules
meet the following criteria.

(1)} The scope and amount of medical assist-
ance shall be the same as the medical assist-
ance received by persons eligible for Medi-
caid, except that pregnancy-related services
and nursing home benefits covered under
Medicaid shall not be offered as services
under the program.

(2) Notwithstanding the requirements of this
paragraph, if the department determines that
available funds are inadequate to continue to
provide the full scope and amount of medical
assistance, the department, in accordance
with paragraph G, may restrict the scope and
amount of medical assistance to be provided
to participants in the program by adoption of
rules in accordance with subsection 9.

(3) The medical assistance to be provided
shall not require participants with household
income below 100% of the federal poverty
level to make out-of-pocket expenditures,
such as requiring deductibles or copayments
for any service covered, except to the extent
out-of-pocket expenditures are required
under state Medicaid rules. The department
may study, in_consultation with the commit-
tee, whether to require copayments from
participants with household income above
100% of the federal poverty level. Copay-
ments may be required of those persons only
to the extent that the study finds that imple-
mentation of the proposed copayment will
not significantly reduce access to necessary
services, and will achieve appropriate reduc-
tion in the utilization of services and the cost

of the program.

B. The department, in consultation with the council,
shall develop plans to ensure appropriate utilization
of services. The department’s consideration shall
include, but not be limited to, preadmission screen-
ing, managed care, use of preferred providers and
2nd surgical opinions.

C. The department shall adopt rules in accordance
with subsection 9, setting forth a sliding scale of
premiums to be paid by persons eligible for the
program provided that the rules shall meet the fol-

lowing criteria.

(1) The premium for a household whose
household income does not exceed 100% of
the federal poverty level shall be zero.

(2) The premium for a household whose
household income exceeds 100% of the fed-
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cral poverty level shall not exceed 3% of that
household income.

The department may, by rule, reduce or waive pre-
miums for persons below the age of 18 years whose
household income does not. exceed 125% of the
federal poverty level.

D. The department shall adopt rules in accordance
with subsection 9 to establish guidelines on:

(1) Provider eligibility for reimbursement for
services under this section, provided that the
criteria for providers shall be no more strin-
gent than those established in the state
Medicaid rules; and

(2) Service provider fees, provided that the
fees shall be no less than service provider fees
established in the Medicaid fee schedule for

the applicable program year.

E. In each year of operation, the program’s mainte-
nance, reduction or_expansion shall be determined by
the availability of funds. The department, in accord-
ance with paragraphs F and G, shall adjust program
criteria in order to keep costs within yearly appro-
priations.

The department shall make annual recommenda-
tions to the Governor and the Governor shall make
annual recommendations to the Legislature to main-
tain, reduce or expand the program after considera-
tion of expenditures and available projected reve-
nues. In addition, the department shall make an
annual report to the Governor and the Legislature
regarding experience of the program.

F. Notwithstanding subsection 3, provided funds are
available, the department may, by rule, provide for
coverage of persons whose household income ex-
ceeds the income limits set forth in subsection 3, in
accordance with statutory provisions, including sec-
tion 3191, subsection 2. '

G. Notwithstanding subsection 3, if at any time
during the fiscal year the department determines that
the funds available for the program are inadeguate
to_continue the program pursuant to the require-
ments of subsection 3, the department, in accordance
with this subsection and subsection 9, may take ac-
tion to limit the program for the full or partial fiscal
year for which the department determines funding is
inadequate. The priority of making reductions shall
be as follows:

(1) With regard to new applicants only, the
income limit for persons aged 18 or older may
be reduced to such lower percentage of fed-
eral poverty level as the department deter-
mines appropriate;
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(2) With regard to new applicants only, the
income limits for all otherwise eligible per-
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6. Use of available health coverage, To receive any
benefits under the program, a person who is eligible to be

sons may_be reduced to such lower percent-

covered by a medical plan for which an employer contributes

ages of the federal poverty level as the depart-

to_the cost shall, unless exempted in this subsection, enroll

ment _determines appropriate; -

(3) With regard to all otherwise eligible
persons, the department may restrict the
scope and amount of medical assistance to be

provided;

(4) With regard to new applicants only, no
persons aged 18 or older may be found eli-
gible for the program; and

(5) No new applicants may be found eligible
for the program.

Sixty days prior to the effective date of any proposed
reduction of benefits or eligibility recommended
pursuant to this paragraph, the department shall
provide copies of the proposed rule together with a
concise statement of the principal reason for the rule,

including the balance remaining in the account for
the program, an analysis of the proposed rule and the

savings anticipated by the adoption of the proposed
rule to the Governor and to each member of the joint

standing committee of the Legislature having juris-
diction over insurance matters and appropriations
matters.

H. The department shall maximize the use of federal
funds by establishing procedures to identify partici-
pants in the program who become eligible for Medi-
caid. Any person eligible for benefits under Medicaid
or the United States Family Support Act of 1988,
Public Law 100-482, is ineligible to receive those
benefits under the program. This paragraph autho-
rizes the department to take advantage of any Medi-
caid options that become available to cover persons

eligible for the program.

I.__The department shall make available applications
for participation in the program and shall assist

in _the employer-supported plan.

A. If the person is required to contribute toward the
cost of the employer-supported plan, the person shall
pay only the amount the person would be required to
pay as an applicable premium to be covered by the
program. The department shall promptly pay the
remainder of the person’s required contribution to
the employer-supported plan to the person’s em-
ployer or directly to the insurer. If the person’s
contribution is smaller than the applicable premium,
the person shall be required to make the contribution
and pay the difference between the contribution and
the applicable premium to the department.

B. Any person who has enrolled in an available
employer-supported plan but whose plan_does not
provide all of the benefits or the same level of bene-
fits as provided by the program, shall be entitled to
receive the remaining benefits from the program.

C. If the department determines that the employer-
supported plan is not a cost-effective use of state
funds to provide the services offered, the person
need not enroll in that employer-supported plan as a
condition of eligibility for the program and the de-
partment shall not be obligated to contribute toward
the cost of the employer-supported plan as a benefit

of the program.

D. The department shall adopt rules in accordance
with subsection 9 to implement this subsection. The
department may adopt rules reducing or waiving the
requirements of this subsection for persons under
the age of 18 when the person’s parents or other
responsible adults are not participants in_the pro-

gram.

7. Coordination of benefits. Any participant who is
covered by an _employer-supported plan in addition to the

persons in completing them. The department shall
review those forms and notify persons of eligibility

program shall file with the department the name, address
and group policy number of the employer-supported plan.

and the amount of premium due within 45 days of

The department may request, from the insurer that provides

receipt_of the form.

The department shall treat any application for aid to
families with dependent children or for any medical

the group policy, information sufficient to permit the depart-
ment to_coordinate benefits between the program and the
employer-supported plan. An insurer _shall respond to _the
request from the department within 30 days. The depart-

assistance program administered by the department

ment may also require the employer or the insurer to provide

as an application for the program. If the applicant is

notice to the department of any changes in coverage and to

not eligible for Medicaid, the department shall re-

provide notice to the department of any termination of the

view the application for eligibility for the program.
Prior to termination, the department shall review

policy. The program shall be a secondary payor to all other
payors to the extent permitted by federal and state law.

and determine eligibility for the program of any
person whose eligibility for Medicaid or any other

The department shall adopt rules in accordance with subsec-

medical services program is being terminated.

J. The department shall implement this section and
commence coverage of eligible persons in the pro-

tion 9 to implement this subsection.

8. Transition period for participants losing eligibil-
ity. Any participant who ceases to be eligible to participate

gram no later than July 1, 1990,
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in the program because of household income exceeding the
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applicable percentage of the federal poverty level shall be
entitled to continue to participate_in the program for a
period of 2 years following loss of eligibility, provided the
participant’s income does not exceed the applicable income
cligibility standard by more than 50% and further provided
the participant pays a premium established for such persons
by the department by rule adopted in accordance with
subsection 9.

9. Procedures for adopting rules. In adopting,
amending or repealing any rule required or authorized by
this_section, the department shall comply with the Maine
Administrative Procedure Act, Title 5, chapter 375, and shall
provide the committee a reasonable opportunity to review
and comment on the proposed rules as a committee prior to

the department giving public notice of rulemaking.

10. Fund balances. Any balances of funds appropri-
ated for services under this section shall not lapse, but shall
be carried forward from year to year to be expended for the
same _purpose.

11. Legislative intent. It is the intent of the I.egis-
lature to appropriate the same amount for the program in
fiscal year 1992-93 as it appropriates for fiscal year 1991-92.

12. Repeal.
30, 1993.

This section is repealed effective June

§3190. Community Health Program grants

1. Grants. The Community Health Program is
created to expand health and medical resources available to
local communities through a grant program while encourag-
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tient_hospital care and specialist services. Arrange-
ments must be in writing or the provider must be able
to demonstrate that patients are being accepted and
treated;

C. Provisions for follow-up care from the hospital or
specialist to _the patient’s primary care provider;

D. Access to ancillary services including laboratory,
pharmacy and radiology;

E. Linkage to the Women, Infants and Children
Special Supplemental Food Program of the United

States Child Nutrition Act of 1966, nutritional coun-
seling, social and other support services;

F. Acceptance without limits of Medicaid and Maine
Health Program patients and uninsured persons,
including public notice of appropriate sliding fee
scales;

G. A medical record system with arrangements for
the transfer of records to the hospital, the specialist
and their return to the primary care physician;

H. Quality assurance mechanisms to evaluate the
quality and appropriateness of patient care; and

I. Evidence of community-wide input into the design
and provision of health services to be funded by the
grant.

3. Health promotion and health education grants.
Notwithstanding the criteria set forth in subsection 2, grants

ing the development of greater efficiency in care for low-

may_be made for health promotion and health education

income persons. Grants shall be awarded according to the

programs. To qualify for a health promotion or health

terms of this section in the amounts specified and to the

education grant, the applicant must demonstrate an_ability

persons and organizations selected by the Department of

to_coordinate services and programmatic_efforts with local

Human_Services.

2. Primary health care grants. Grants shall be used
only as specified and shall be awarded to directly provide or
arrange access to primary and preventive services, referral to

primary care providers and provide a plan for follow-up care
for their consumers.

4. Application for grants. Applications for grants
awarded under this section shall be submitted to and re-

specialty and inpatient care, prescription drugs, ancillary
services, health education, case finding and outreach to bring

people into the system. Funds for this program are to be
targeted to primary and preventive care and shall not be used

viewed by the Department of Human Services.

5. Selection of recipients; amounts_of awards. The
Department of Human Services shall designate the recipi-

to_subsidize inpatient care,

Grants shall be awarded to local health care providers, or to
new organizations where existing providers are unwilling or
unable to participate, who demonstrate the capacity to
provide an organized system of primary care. Eligible grant-
ees include, but are not limited to, groups of physicians,
primary health care centers, health _maintenance organiza-
tions and hospital outpatient departments, provided they
meet _the following criteria:

A. Arrangements for services 24 hours a day, 7 days
a_week;

B. Full hospital privileges for all primary care phy-
sicians or arrangements to_refer patients for inpa-
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ents of the grants and the amount of the grants. Recipients
and amounts shall be based on:

A. Documented health status needs;

B. Documented financial hardship such as area un-
employment;

C. PBvidence of problems of access to health care
services;

D. Evidence of local commitment to the health
program; and

E. Other criteria the Department of Human Ser-
vices establishes by rule.
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6. Grants renewable. Grants may be awarded for a
period of up to 3 years and, if awarded for less than 3 vyears,
may be renewed provided the total term of the grant does not
exceed 3 vears. After receiving grants for 3 years, a previous
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Sec. 44. 24 MRSA §2336, as enacted by PL 1985,
c. 704, §2, is repealed and the following enacted in its place:

§2336. Contracts; agreements or arrangements with in-

grant recipient may apply for an additional grant provided
the Department of Human Services evaluates the applica-

tion with other grant applicants in an open competitive bid-
ding process.

7. Rulemaking. The Department of Human Serv-
ices shall adopt rules necessary to implement this section in
accordance with the Maine Administrative Procedure Act,
Title 5, chapter 375.

8. Commencement of grants. The Department of
Human Services shall complete its rulemaking and begin to
make grants under this section no later than May 1, 1990,

§3191, Funding of the Hospital Uncompensated Care and
Governmental Payment Shortfall Fund

1. Purpose. This section provides for appropriations
to the Hospital Uncompensated Care and Governmental
Payment Shortfall Fund to provide a coordinated response
to the overall problem of health care access; appropriate,
affordable coverage to .citizens who are not otherwise able to
pay for existing coverage; and direct relief to businesses,
3rd-party payors and individuals by limiting the adverse
impact on hospital charges and health insurance premiums
of charity care, bad debts and governmental payment short-
falls.

2. Legislative intent for appropriations. Consistent

centives or limits on reimbursement authorized

1. Arrangements with preferred providers permit-
ted. Subject to this section and to the approval of the
superintendent, nonprofit service organizations may:

A. Enter into agreements with certain providers of
their choice relating to health care services which
may_be rendered to subscribers of the nonprofit
service organizations, including agreements relating
to the amounts to be charged by the provider to the
subscriber for services rendered and amounts to be
paid by the nonprofit service organization for ser-
vices rendered; or

B. Issue or administer programs or contracts in this
State that include incentives for the subscriber to use
the services of a provider who has entered into an
agreement with the nonprofit service organization
pursuant to paragraph A. When such a program or
contract is offered to an employee group, employees
shall have the option annually of participating in any
other health insurance program or health care plan
sponsored by their employer.

2. Terms restricting access or availability prohib-
ited. Contracts, agreements or arrangements issued under
this Act may not contain terms or conditions that will operate
unreasonably to restrict the access and availability of health

with subsection 1, it is the intent of the Legislature that, with
respect to_appropriations from the General Fund for bien-

care services. The superintendent shall adopt rules setting
forth criteria for determining when a term or condition

niums beginning on and after July 1, 1989, appropriations

operates unreasonably to restrict access and availability of

shall be carried out so that the appropriation for the Hospital

health care services. The rules shall include criteria for

Uncompensated Care and Governmental Payment Shortfall

evaluating the reasonableness of the distance to be travelled

Fund, established pursuant to section 396-F, subsection 4,

by subscribers for particular services and may prohibit the

shall be the amount estimated by the Maine Health Care

nonprofit_service organization from applying a benefit level

Finance Commission to be the financial impact on Maine

differential to individual subscribers who must travel an

hospitals of the Medicaid shortfall, including Medicaid’s

unreasonable distance to obtain the service. The criteria

share of bad debt and charity care, but no more than 1/2 the

shall also include the effect of the arrangement on nonsub-

amount appropriated for the Maine Health Program created

scribers_in _the communities affected by the arrangement,

in section 3189. For the purposes of this section, the amount

including, but not limited to, the ability of nonpreferred

of the Medicaid shortfall for the biennium beginning July 1,

providers to continue to provide health care services if all

1989, is deemed to be $15,000,000 annually.

3. Budget requests. The Department of Human
Services and the Maine Health Care Finance Commission
shall coordinate in order that the budget request of the

nonemergency services were provided by a preferred pro-
vider.

3. Length of contract; contracting process. Con-
tracts for preferred provider arrangements shall not exceed

Governor submitted to the Legislature is prepared consis-

a term of 3 years. A preferred provider arrangement for all

tent with subsection 2.

4. Report. The Department of Human Services and

subscribers of a nonprofit services organization must be
awarded on the basis of an open bidding process after invi-
tation to all providers of that service in the State. Each

the Maine Health Care Finance Commission shall jointly

preferred provider arrangement affecting all subscribers

submit _a report to the President of the Senate and the

must be bid and contracted for as separate services. Each

Speaker of the House of Representatives, on or before

service on the list set forth in section 2339 shall constitute a

December 1, 1991, and every 2 years thereafter, setting forth

separate service.

the manner in which the provisions of this section were
carried out.
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Sec. 45. 24 MRSA §2337, as enacted by PL 1985,
c. 704, §2, is amended to read:

§2337. Filing for approval; disclosure

1-A. Approval of arrangements. A nonprofit ser-

vices organization that proposes to offer a preferred pro-
vider arrangement authorized by this chapter shall file pro-
posed agreements, rates and other materials relevant to the
proposed arrangement, in the time period and the manner
established by rule by the superintendent. No arrangement
may be offered until the superintendent has approved the
arrangement. The superintendent shall include in the rules
the number of days within which the superintendent must
approve or disapprove a proposed arrangement.

A, The superintendent shall disapprove any arrange-
ment if it contains any unjust, unfair or inequitable
provisions or fails to meet the standards set forth in
section 2336, or those set forth in rules adopted
pursuant to section 2336. The superintendent shall
also adopt rules setting forth the criteria to be used
in determining what constitutes an unjust, unfair or

inequitable provision.

B. Within 10 days of receipt of a report of a proposed
preferred provider arrangement, the superintendent
shall mail notice of the proposal to all persons who
have requested notice of preferred provider arrange-
ment proposals in advance from the superintendent.

C. The superintendent may hold a public hearing on
approval of a preferred provider arrangement and
shall hold a public_hearing if an interested person
requests a public hearing and the request meets the
criteria set forth in this section and in the rules
adopted under this section. _The superintendent shall
hold a public hearing upon request of an interested

person_when:
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(1) The interested person makes a written
request to the superintendent:

(a) Within the time period established
by rule by the superintendent;

(b) _ Stating briefly the respects in
which that person is interested or
affected; and

(c) Stating the grounds on which that
person will rely for the relief to be
demanded at the hearing;

(2) The superintendent finds that:

(a) _The request is timely and made in
good faith; and

(b)_The interested person would be
aggrieved if the stated grounds were
established and the grounds other-
wise justify the hearing; and

(3)__The request meets other criteria_estab-
lished by the superintendent by rule.

The superintendent shall adopt rules to _implement
the hearing requirement, including rules setting forth
the time period within which a public hearing may be
held on the superintendent’s initiative and the time
period within which an interested person may file a
request for a public hearing. If the superintendent
finds that a public hearing is justified at the request
of an interested person, the public hearing shall be
held within 30 days after the filing of the request by
an interested person, unless the hearing is postponed
by consent of the interested person, the superintend-
ent and the nonprofit service organization filing the
arrangement. The hearing shall be held in accord-
ance with the provisions of the Maine Administrative
Procedure Act, Title 5, chapter 375, including the
provision permitting intervention of interested per-
sons.

2. Certain arrangements with incentives or limits
on reimbursement; disclosure. If a nonprofit service or-
ganization offers an arrangement with incentives or limits on
reimbursement consistent with this subchapter as part of a
group health insurance contract or policy, the forms shall
disclose to subscribers:

A. Those providers with which agreements or ar-
rangements have been made to provide health care
services to the subscribers and a source for the
subscribers to contact regarding changes in those
providers;

B. The extent of coverage as well as any limitations
or exclusions of health care services under the policy
or contract;
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C. The circumstances under which reimbursement
will be made to a subscriber unable to use the services
of a preferred provider;

D. A description of the process for addressing a
complaint under the policy or contract;

E. Deductible and coinsurance amounts charged to
any person receiving health care services from a
preferred provider; and

F. The rate of payment when health care services are
provided by a nonpreferred provider.

Sec, 46. 24 MRSA §2338, as enacted by PL 1985,
c. 704, §2, is amended to read:

§2338. Risk sharing

Preferred provider arrangements may embody risk

Any—nonprofit—serviee—organization

Sec. 47. 24 MRSA §2339, as amended by PL. 1987,
c. 34, §1, is repealed and the following enacted in its place:

§2339. Alternative health care benefits

A nonprofit service organization that makes a pre-
ferred provider arrangement available shall provide for
payment of covered health care services rendered by provid-
ers who are not preferred providers.

1. Benefit level, Except as provided in this section,
the benefit level differential between services rendered by
preferred providers and nonpreferred providers may not
exceed 20% of the allowable charge for the service rendered.
Prior to July 1, 1993, the benefit level differential for the
purchases and services listed in subsection 2 may exceed
20% but may not exceed 50% of the allowable charge for the
service. The benefit level differential for all services ren-
dered after June 30, 1993, shall be limited to 20% of the
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allowable charge. Any contract entered into prior to July 1,
1993, that provides a benefit level differential in excess of
20% for the services and purchases listed in subsection 2,
shall include a provision reducing the benefit level differen-
tial to not more than the maximum benefit level differential
permitted by law for services and purchases provided on or
after July 1, 1993,

2. Fifty percent benefit level differential. The fol-
lowing purchases and services, when rendered prior to July
1, 1993, on an outpatient basis, in a nonemergency case, may
be subject to a 50% benefit level differential subject to the
limitations of subsection 1:

A. Radiology services, except x _rays of extremities,
screening_and diagnostic _chest x rays, maxillofacial
x rays, screening cervical, thoracic and lumbar spine
X_rays, posttrauma x rays such as x rays of skull and
ribs, flat plate abdomen x rays and other radiology
services to be determined by rule by the superinten-
dent;

B. Laboratory services provided by medical labora-
tories licensed in accordance with the Maine Medical
Laboratory Commission, licensed by an_equivalent
out-of-state _licensing authority _or by a hospital,
excluding those licensed laboratories owned by a
community health center, a physician or group of
physicians where the laboratory services are offered
solely to the patients of the center, the physician or
group of physicians;

C. Pathology services;

D. Magnetic resonance imaging services;

E. Computerized tomography services;

F. Mammography services;

G. _Ultrasonography services;

H. Cardiac diagnostic services including electrocar-

diograph stress testing, physiologic diagnostic _proce-
dures, cardiac catheterization and angiography, but
excluding _electrocardiograms;

1. _Lithotripsy services unless approved under the
Maine Certificate of Need Act of 1978;

J. Services provided by free standing ambulatory
surgery facilities certified to participate in the Medi-
care program;

K. Purchases of durable medical equipment; and

L. Any other service performed in an outpatient
setting requiring the purchase of new equipment
costing $500,000 or more or for which the charge per
unit of service is $250 or more.

3. Definitions. As used in this section, unless the
context otherwise indicates, the following terms have the
following meanings.
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A. “Allowable charge” means the amount which
would be pavable for services under the preferred
provider arrangement prior to the application of any
deductible _and coinsurance,

B. “Nonemergency case” means a case other than
one involving accidental bodily injury or sudden and
unexpected onset of a critical condition requiring
medical or surgical care for which a person seeks
immediate medical attention within 24 hours of the
onset.

Sec. 48. 24 MRSA 8§2340-A is enacted to read:

§2340-A. Annual report

In addition to the utilization reports required by

CHAPTER 588

B._An insurer may issue policies in this State or an
administrator may administer programs in this State
that include incentives for the insured or beneficiary
to use the services of a provider who has entered into
an_agreement with the insurer or administrator
pursuant to this subsection. When such a program
or_policy is offered to an employee group, employees
shall have the option annually of participating in any
other health insurance program or health care plan
sponsored by their employer.

2. Terms restricting access or availability prohib-
ited. Policies, agreements or arrangements issued under this
chapter may not contain terms or conditions that will operate
unreasonably to restrict the access and availability of health
care services. The superintendent shall adopt rules setting
forth criteria for determining when a term or condition

section 2340, each nonprofit services organization shall file

operates unreasonably to_restrict access and availability of

a report with the joint standing committee of the Iegislature

health care services. The rules shall include criteria for

having jurisdiction over insurance matters by January 1st of

evaluating the reasonableness of the distance to be travelled

each vyear, setting forth its_activities for the past year with

by insureds or beneficiaries for particular services and may

respect to preferred provider arrangements, its plans to

prohibit the insurer or administrator from applying a benefit

develop arrangements in _the future, the effects of the pre-

level differential to individual insureds or beneficiaries who

ferred provider arrangements on insurance costs and ser-

must travel an unreasonable distance to obtain the service.

vices and subscriber and employer satisfaction with the ar-

The criteria shall also include the effect of the arrangement

rangement. The superintendent shall also file a report with

on_noninsureds and nonbeneficiaries in the communities

the committee by January 1st of each year on the activities

affected by the arrangement, including, but not limited to,

of nonprofit services organizations with respect to preferred

the ability of nonpreferred providers to continue to provide

provider arrangements, any complaints received by the

health care services if all nonemergency services were pro-

Bureau of Insurance concerning these arrangements and the

vided by a preferred provider.

effects of preferred provider arrangements.

Sec, 49. 24-A MRSA §2673, as enacted by PL
1985, c. 704, §4, is repealed and the following enacted in its
place:

§2673. Policies, agreements or arrangements with incentives

3. Length of contract; contracting process. Con-
tracts for preferred provider arrangements shall not exceed
a term of 3 vears. A preferred provider arrangement for all
insureds or beneficiaries of an insurer must be awarded on
the basis of an open bidding process after invitation to all
providers of that service in the State. Each preferred pro-

or limits on reimbursement authorized

1. Arrangements with preferred providers permit-

vider arrangement affecting all insureds and benecficiaries
must be bid and contracted for as separate services. Each
service on the list set forth in section 2677 shall constitute a

ted. Subiject to this section and to the approval of the

separate _service.

superintendent, an insurer or administrator may enter into
agreements with certain providers of the insurer’s or admin-
istrator’s choice relating to health care services that may be
rendered to insureds of the insurer or beneficiaries of the
administrator, including agreements relating to the amounts
to be charged by the provider to the insured or beneficiary
for services rendered and amounts to be paid by the insurer
or__administrator.

A. An administrator may market and otherwise make

Sec. 50. 24-A MRSA §2675, sub-§1, as enacted
by PL 1985, c. 704, §4, is repealed.

Sec. 51, 24-A MRSA §2675, sub-§1-A is enacted
to read:

1-A. Approval of arrangements. An insurer or
administrator which proposes to offer a preferred provider
arrangement authorized by this chapter shall file with the

available preferred. provider arrangements to li-

superintendent proposed agreements, rates and other mate-

censed health maintenance organizations, insurance

rials relevant to the proposed arrangement, in the time

companies, health service corporations, fraternal

period and the manner established by rule by the superin-

benefit societies, self-insuring employers or health

tendent. No arrangement may be offered until the superin-

and welfare trust funds and their subscribers pro-

tendent has approved the arrangement. The superintendent

vided that, in performing these functions, the admin-

shall include in the rules the number of days within which the

istrator shall provide administrative services only and

superintendent must approve or disapprove a proposed ar-

shall not accept underwriting risk in the form of a

rangement.

premium or capitation payment for services ren-
dered.
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A. The superintendent shall disapprove any arrange-
ment if it contains any unjust, unfair or inequitable
provisions or fails to meet the standards set forth in
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section 2673, or those set forth in rules adopted
pursuant to section 2673. The superintendent shall
also adopt rules setting forth the criteria to be used
in_determining what constitutes an unjust, unfair or
inequitable provision.

B. Within 10 days of receipt of a report of a proposed
preferred provider arrangement, the superintendent
shall mail notice of the proposal to all persons who
have requested notice of preferred provider arrange-

ment proposals in advance from the superintendent. .

C. _The superintendent may hold a public hearing on
approval of a preferred provider arrangement and
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provision permitting intervention of interested per-
sons.

Sec. 52. 24-A MRSA §2675, sub-§3, as enacted
by PL 1985, c. 704, §4, is repealed.

Sec. 53. 24-A MRSA §2676, as enacted by PL
1985, c. 704, §4, is repealed and the following enacted in its
place:

§2676. Risk sharing

Preferred provider arrangements may embody risk
sharing by providers.

shall hold a public hearing if an interested person
requests a public hearing and the request meets the
criteria_set forth in this section and in the rules
adopted under this section. The superintendent shall
hold a public hearing upon request of an interested

person when:

(1) The interested person makes a written
request to the superintendent:

(a) Within the time period established

Sec. 54, 24-A MRSA §2677, as amended by PL
1987, c. 34, §2, is repealed and the following enacted in its
place:

§2677. Alternative health care benefits

An insurer or administrator who makes a preferred
provider arrangement available shall provide for payment of
covered health care services rendered by providers who are
not preferred providers.

by rule by the superintendent;

(b) Stating briefly the respects in

1. Benefit level. Except as provided in this section,
the benefit leve! differential between services rendered by

which that person is interested or

preferred providers and nonpreferred providers may not

affected; and

(c) Stating the grounds on which that

exceed 20% of the allowable charge for the service rendered.
Prior_to July 1, 1993, the benefit level differential for the
services and purchases listed in subsection 2 may exceed

person will rely for the relief to be

20% but may not exceed 50% of the allowable charge for the

demanded_at the hearing;

(2) The superintendent finds that:

(a) The request is timely and made in
good faith; and

(b) The interested person would be

service. The benefit level differential for all services ren-
dered after June 30, 1993, shall be limited to 20% of the
allowable charge. Any contract entered_into prior to July 1,
1993, that provides a benefit level differential in excess of
20% for the services and purchases listed in subsection 2,
shall include a provision reducing the benefit level differen-
tial to not more than the maximum benefit level differential
permitted by law for services provided on or after July 1,

aggrieved if the stated grounds were

1993,

established and the grounds other-
wise justify the hearing; and

(3) The request meets other criteria estab-

2. TFifty percent benefit level differential. The fol-
lowing purchases and services, when rendered prior July 1,
1993, on_an outpatient basis in a nonemergency case, may be

lished by the superintendent by rule.

The superintendent shall adopt rules to implement
the hearing requirement, including rules setting forth
the time period within which a public hearing will be
held on the superintendent’s initiative and the time
period within which an interested person must file a
request for a public hearing. If the superintendent
finds that a public hearing is justified at the request
of an interested person, the public hearing shall be
held within 30 days after the filing of the request by
an interested person, unless the hearing is postponed
by consent of the interested person, the superintend-
ent and the insurer or administrator filing the ar-
rangement. The hearing shall be held in accordance
with the provisions of the Maine Administrative
Procedure Act, Title 5, chapter 375, including the
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subject to a 50% benefit level differential subject to the
limitations of subsection 1:

A. Radiology services, except X rays of extremities,
screening and diagnostic chest x_rays, maxillofacial x
rays, screening cervical, thoracic and lumbar spine x
rays, posttrauma xrays such as x rays of skull and
ribs, flat plate abdomen x rays and other radiology
services to be determined by rule by the superintend-
ent;

B. Laboratory services provided by medical labora-
tories licensed in accordance with the Maine Medical
Laboratory Commission, licensed by an equivalent
out-of-state licensing authority _or by a hospital,
excluding those licensed laboratories owned by a
community health center, a_physician or group of




PUBLIC LAWS, FIRST REGULAR SESSION - 1989

physicians where the laboratory services are offered
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1st of each year on the activities of insurers with respect to

solely to the patients of the center, the physician or

preferred provider arrangements, any complaints received

group of physicians;

Pathology services;

Magnetic resonance imaging services;

Computerized tomography services;

C
D.
E
F

Mammography services;

Ultrasonography services;

G.

H. Cardiac diagnostic services including electrocar-
diograph stress testing, physiologic diagnostic proce-
dures, cardiac catheterization and angiography, but
excluding electrocardiograms; ‘

1. Lithotripsy services unless approved under the
Maine Certificate of Need Act of 1978;

J. Services provided by free standing ambulatory

surgery facilities certified to participate in the Medi-
care_program;

K. Purchases of durable medical equipment: and

1. Any other service performed in an outpatient
setting requiring the purchase of new equipment
costing $500,000 or more or for which the charge per
unit of service is $250 or more.

3. Definitions. As used in this section, unless the
context otherwise indicates, the following terms have the
following meanings.

A.  “Allowable charge” means the amount which
would be payable for services under the preferred
provider arrangement prior to the application of any
deductible and coinsurance.

B. “Nonemergency case” means a case other than
one involving accidental bodily injury or sudden and
unexpected onset of a critical condition requiring
medical or surgical care for which a person seeks
immediate medical attention within 24 hours of the
onset.

Sec. 55. 24-A MRSA §2678-A is enacted to read:

§2678-A.  Annual report

In addition to the utilization reports required by
section 2678, each insurer _and administrator shall file a
report with the joint standing committee of the Legislature
having jurisdiction over insurance matters by January 1st of
each vear, setting forth its activitics for the past year with
respect to preferred provider arrangements, its plans to
develop arrangements in the future, the effects of the pre-
ferred provider arrangements on_insurance costs and ser-
vices and insured and employer satisfaction with the arrange-
ment. The superintendent shall also file a report by January
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by the Bureau of Insurance concerning these arrangements
and the effects of preferred provider arrangements.

Sec. 56, Study. The Commission to Study the
Certificate of Need Law and the Impact of Competitive
Market Forces on Ambulatory Health Services is estab-
lished.

1. Scope,
following subjects.

The study commission shall study the

A. The study commission shall review the provisions
of Maine law relating to health services planning, in-
cluding the certificate of need law and provisions of
the health care finance law relating to the hospital
development account and to affiliated interests, The
study commission shall submit its report, including
any necessary legisiation to implement its recom-
mendations, to the Joint Standing Committee on
Human Resources by December 15, 1989.

B. The study commission shall study the current and
potential impact of competitive market forces on
outpatient volumes and the cost, quality and acces-
sibility of ambulatory health services. Its study shall
include an evaluation of the advisability of deregulat-
ing various outpatient services. The study commis-
sion shall submit its recommendations, including any
necessary legislation to implement its recommenda-
tions, to the Joint Standing Committee on Human
Resources by December 15, 1990. In the course of
this study, the commission shall consider the likely
impact of deregulating the charges made by hospitals
for outpatient services and the elimination of any
continuing restrictions on the establishment of pre-
ferred provider arrangements.

2. Composition. The study commission shall be
composed of 13 members. The President of the Senate shall
appoint one Senator, one hospital official and one consumer
member representing business. The Speaker of the House
of Representatives shall appoint 2 members of the House of
Representatives and one consumer member. The Governor
shall appoint one representative of the Department of
Human Services, one hospital official, one physician, one
representative of a 3rd-party payor other than the Depart-
ment of Human Services, one representative of the Maine
Health Policy Advisory Council who is not a health care
provider or representative of a health care provider, and one
consumer member representing labor. The chair of the
Maine Health Care Finance Commission shall appoint one
representative of the Maine Health Care Finance Commis-
sion. All appointments shall be made within 30 days of the
effective date of this Act. The chair of the Legislative
Council shall call the first meeting of the commission. The
members of the commission shall elect a chair from among
the members of the study commission.

3. Staff. The Maine Health Care Finance Commis-
sion shall provide staff to the commission for the duration of
the study. '
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4. Expenses. The members of the commission who
are Legislators shall receive the legislative per diem as de-
fined in the Maine Revised Statutes, Title 3, section 2, for
each day’s attendance at commission meetings. All members
who do not represent state agencies shall receive expenses
for attending meetings upon application to the Executive
Director of the Legislative Council.

5. Sumset. This section is repealed December 15,
1990.

Sec. 57. Commission study and rule revisions,
The Maine Health Care Finance Commission is directed to
conduct studies and propose rules as follows.

1. Outpatient services. The commission shall con-
duct a study for the purpose of improving the method that
it currently employs to adjust the financial requirements of
hospitals for changes in the volume of outpatient services
provided and developing a method of regulating outpatient
revenues on the basis of rate per unit of service. On or before
March 1, 1992, the commission shall release to the Joint
Standing Committee on Human Resources, to hospitals sub-
ject to its jurisdiction and to the general public a report of
the results of its study and an outline of the changes that it
proposes to make. The commission shall propose new rules
or amendments to its existing rules, in accordance with the
requirements of the Maine Revised Statutes, the Maine
Administrative Procedure Act, Title 5, chapter 375, for the
purpose of implementing the results of its study for payment
years beginning on and after October 1, 1992.

2. Marginal cost rates and volume corridors. The
commission shall conduct a study to determine whether
changes in the marginal cost percentages and volume corri-
dors specified in its existing rules to implement adjustments
for volume and case mix are reasonable and appropriate,
taking into account the effects of those rules on hospitals
with increasing, decreasing and stable volume, as well as the
effects of those rules upon those who pay for hospital ser-
vices. The commission shall release a report of the results
of its study to the Joint Standing Committee on Human Re-
sources, to all hospitals subject to its jurisdiction and to the
general public on or before March 1, 1991. To the extent
that the study concludes that changes in the marginal cost
percentages or the volume corridors, or both, should be
made, the commission shall propose amendments to its
existing rules or new rules for the purpose of implementing
those changes for payment years beginning on and after
Octaober 1, 1991.

3. Participation. In conducting the studies required
by subsections 1 and 2, the commission shall seek comments
and active participation from the advisory committees estab-
lished by the Maine Revised Statutes, Title 22, section 396-P,
and from other interested and affected hospitals, payors and
members of the general public.

Sec, 58, Level of licensure review. The Depart-
ment of Human Services shall review systems of licensure for
health care facilities to determine what additional levels of
licensure might be created to ease the problems of hospitals
which are experiencing financial difficulty operating at the
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current level of licensure and which could continue to pro-
vide selected community health care services at a lower level
of licensure. The department shall develop standards of
licensure at lower levels and submit any legislation necessary
to implement them to the Joint Standing Committee on
Human Resources by February 1, 1990.

Sec. 59. Transition, The hospital care financing
system, as amended by this Act, shall apply to hospital
payment years beginning on or after October 1, 1990, except
that section 35 of this Act shall apply to payment year cycles
beginning on or after October 1, 1989.

The commission shall administer the hospital care
financing system established by the Maine Revised Statutes,
Title 22, chapter 107, as those provisions of law existed prior
to the effective date of this Act, with respect to all hospital
payment years beginning before October 1, 1990. The
continuing authority provided by this section shall extend to
the determination and enforcement of compliance with
revenue limits for those earlier payment years and to the
settlement of payments and adjustments of overcharges and
undercharges for those years, in proceedings that may be
commenced after the close of those years. Nothing in this
Act may be construed to limit the authority of the commis-
sion to enforce compliance with or seek penalties for viola-
tion of any provision of Title 22, chapter 107, that was in
effect at the time of the act, event or failure to act with
respect to which enforcement action is taken or penalties are
sought.

Sec, 60. Application. A preferred provider ar-
rangement for which a disclosure report was filed with the
Superintendent of Insurance prior to the effective date of
sections 44 to 55 of this Act shall become subject to sections
44 to 55 of the Act on the first renewal date after January 1,
1991, of contracts or arrangements entered into pursuant to
the arrangement. If the contract or agreement does not have
a renewal date, the arrangement is subject to sections 44 to
55 of the Act 3 years from the effective date of those sections.

Sec. 61, Appropriation. The following funds are
appropriated from the General Fund to carry out the pur-
poses of this Act.

1989-90 1990-91

HUMAN SERVICES, DEPARTMENT OF
Bureau of Health

All Other $500,000 $1,200,000
Provides funds for community
health program grants to be

awarded beginning May 1, 1990
Medical Care - Payments to Providers

All Other $675,000 $833,000
Provides funds for an increase

in Medicaid reimbursement to

providers to increase access to

health care for Medicaid

recipients.
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Medical Care - Payments to Providers

All Other $115,168
Provides state funds for the

expansion of Medicaid

eligibility under the Sixth

Omnibus Budget Reconciliation

Act option to children S to 7

years old in households with

income to 100% of the federal

poverty level.

Maine Health Program
All Other

Provides funds for the Maine
Healtk Program.
Medical Care Administration
Positions (1.5)
Personal Services $53,000
All Other 88,000
Capital Expenditures 9,000

$334,245

$9,946,885

®)
$189,000
41,513
48,000

TOTAL $150,000
Provides funds for the

development and administration

of the Maine Health Program

and costs related to the Maine

Health Program Advisory

Committee.

Income Maintenance - Regional

Positions

Personal Services
All Other

Capital Expenditures

TOTAL

Provides funds for additional
staff and related expenses to
implement and administer the
provisions of the Maine Health
Program.

DEPARTMENT OF HUMAN SERVICES

$278,513

1n
$357,000
43,643
22,100

$422,743

TOTAL $1,440,168
MAINE HEALTH CARE FINANCE
COMMISSION

Health Care Finance Commission
All Other

Provides funds for the Hospital
Uncompensated Care and
Governmental Payment
Shortfall Fund.

MAINE HEALTH CARE FINANCE
COMMISSION
TOTAL

Commission to Study the
Certificate of Need Law and the
Impact of Competitive Market
Forces on Ambulatory Health
Services

Personal Services
All Other

$1,485
4,950

$13,015,386

$5,324,071

$5,324,071

$825
1,250
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TOTAL $6,435 $2,075
Provides funds for per diem for
legislative members and
expenses for other members of
the study commission.

TOTAL APPROPRIATIONS $1,446,603 $18,341,532
Sec. 62. Allocation. The following funds are

allocated from Federal Expenditures funds to carry out the

purposes of this Act.

1989-90
HUMAN SERVICES, DEPARTMENT OF
Medical Care - Payments to Providers

All Other $1,285,500
Allocates federal matching

funds for a provider fee

increase.

Medical Care - Payments to Providers

All Other $219,332
Allocates federal Medicaid

matching funds for the

expansion of Medicaid

eligibility under the Sixth

Omnibus Budget Reconciliation

Act option to children S to 7

years old in households with

income to 100% of the federal

poverty level.

Income Maintenance - Regional
Positions
Personal Services

All Other
Capital Expenditures

TOTAL
Allocates federal matching
funds for additional staff and

related expenses.

DEPARTMENT OF HUMAN SERVICES

1990-91

$1,499,680

$601,755

a7
$357,000
43,643
22,100

$422,743

TOTAL $1,504,832

Sec. 63. Allocation.

$2,524,178

The following funds are

allocated from Other Special Revenue funds to carry out the

purposes of this Act.

1989-90
MAINE HEALTH CARE FINANCE
COMMISSION
Health Care Finance Commission
Positions S
Personal Services $97,562
All Other 150,000

Allocates funds for 2 Health
Care Financial Analysts, one
Planning and Research
Associate II, one Programmer
Analyst and one Staff Attorney

1990-91

©)
$188,620
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and funds to carry out the
required study.

MAINE HEALTH CARE FINANCE
COMMISSION
TOTAL

$247,562 $188,620
PROFESSIONAL AND FINANCIAL
REGULATION, DEPARTMENT OF

Bureau of Insurance

All Other $4,000 33,000

Allocates funds for hearings,
rulemaking and annual reports
with respect to preferred
provider arrangements.

DEPARTMENT OF PROFESSIONAL AND
FINANCIAL REGULATION
TOTAL

$4,000 $3,000
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the total amount of the several items, except that purchases
taxed at 5% and , 7% and 10% shall be separately totaled.

PART C

Sec. 1. 12 MRSA §§7793-A to 7793-E are en-
acted to read:

§7793-A. Collection by commissioner

The commissioner or agents of the commissioner
shall act on behalf of the State Tax Assessor to collect the use
tax due under Title 36, chapters 211 to 225 in respect to any
watercraft for which an original registration is required under
this Title at the time and place of registration of that water-
craft.

Each official shall deduct and retain from the use
taxes collected pursuant to this section a fee of $1.25 for each

TOTAL ALLOCATIONS $251,562 $191,620

PART B

Sec. 1. 36 MRSA §1752, sub-§5-B is enacted to
read:

5.B. Liguor. ‘“Liquor” has the same meaning as in
Title 28-A, section 2, subsection 16.

Sec. 2. 36 MRSA §1811, first ¥, as repealed and
replaced by PL 1987, c. 497, §40, is amended to read:

A tax is imposed at the rate of 5% on the value of all
tangible personal property, on telephone and telegraph
service, on extended cable television service, on fabrication
services and on custom computer programming sold at retail
in this State and at the rate of 7% on the value of all other
taxable services sold at retail in this State and at the rate of
10% on _the value of liquor sold in licensed establishments as
defined in Title 28-A, section 2, in accordance with Title
28-A, chapter 43. Value shall be measured by the sale price,
except as otherwise provided.

Sec. 3. 36 MRSA §1812, sub-§1, YC is enacted
to read:

C. If the tax rate is 10%:

Amount of Sale Price Amount of Tax

$0.01 to $0.10, inclusive 0¢
1 to .20, inclusive 2¢
21 to .40, inclusive 4¢
41 to__.60, inclusive 6¢
61 to .80, inclusive 8¢
.81 to__1.00, inclusive 10¢

Sec. 4. 36 MRSA §1812, sub-§2, as enacted by PL
1987, c. 402, Pt. A, §181, is amended to read:

2. Several items. When several purchases are made
together and at the same time, the tax shall be computed on
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watercraft in respect to which a use tax certificate has been
submitted in accordance with section 7793-C, even though
the certificate indicated that no use tax was due in respect to
the watercraft in question.

All fees so retained shall be transmitted forthwith to
the Treasurer of State and treated as funds deposited pur-
suant to section 7074. All taxes collected pursuant to this
section shall be transmitted forthwith to the Treasurer of
State and shall be credited to the General Fund.

§7793-B. Original registration defined

“Original registration” shall mean any registration
other than a renewal of registration by the same owner in
sections 7793-A to 7793-E.

§7793-C. Payment of sales or use tax a prerequisite to reg-
istration

No application for registration shall be granted in
respect to any watercraft whose sale or use may be subject
to tax under Title 36, chapters 211 to 225, except in the case
of a renewal of registration by the same owner, uniess and
until one of the following conditions has been satisfied:

1. Dealers’ certificate. The applicant has submitted
a dealers’ certificate in a form prescribed by the State Tax
Assessor, showing either that the sales tax due in respect to
the watercraft in question has been collected by the dealer
or that the sale of the vehicle is exempt from or otherwise not
subject to tax under Title 36, chapters 211 to 225;

2. Use tax certificate. The applicant has properly
executed and signed a use tax certificate in such form and
manner as may be prescribed by the State Tax Assessor and
paid the amount of tax shown therein to be due; or

3. Exemption. The applicant has properly executed
and signed a use tax certificate in such form and manner as
may be prescribed by the State Tax Assessor showing that the
sale or use of the watercraft in question is exempt from or
otherwise not subject to tax under Title 36, chapters 211 to
225,
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§7793-D. Certificates to be forwarded to the State Tax As-

CHAPTER 588

Wildlife and transmitted to the Treasurer of State as pro-

sessor

Upon receipt by the commissioner or the commis-
sioner’s agent of any certificate submitted in accordance with
section 7793-C, that official shall promptly forward the
certificate to the State Tax_ Assessor.

§7793-E.  Collection by State Tax Assessor

The provisions of this_section shall be construed as
cumulative of other methods prescribed in Title 36, chapters
211 to 225, for the collection of the sales or use tax. Nothing
herein shall be construed as precluding the State Tax Asses-
sor from collecting the tax due in respect to any watercraft
in_accordance with such other methods as are prescribed in
Title 36, chapters 211 to 225, for the collection of the sales
Or use tax.

Sec. 2. 36 MRSA §1752, sub-§23 is enacted to
read:

23. Watercraft. “Watercraft” means a watercraft
which is subject to excise tax under chapter 112, excluding
commercial vessels as defined in_that chapter.

Sec. 3. 36 MRSA §1764, as repealéd and replaced
by PL 1987, c. 769, Pt. A, §155, is amended to read:

§1764. Tax against certain isolated sales

The tax imposed by chapters 211 to 225 shall be
levied upon all isolated transactions involving the sale of
camper trailers, motor vehicles, special mobile equipment,
livestock trailers, watercraft or aircraft excepting those sold
for resale, and excepting an isolated transaction involving the
sale of camper trailers, motor vehicles, special mobile equip-
ment, livestock trailers, watercraft or aircraft to a corpora-
tion when the seller is the owner of a majority of the common
stock of the corporation.

Sec. 4. 36 MRSA §1765, sub-§3, as repealed and
replaced by PL 1987, c. 402, Pt. A, §180, is repealed and the
following enacted in its place:

3. Watercraft. Watercraft;

Sec. 5. 36 MRSA §1952-A, as enacted by PL 1975,
c. 702, §6, is amended to read:

§1952.A. Payment of tax on vehicles and watercraft

The tax imposed by chapters 211 to 225 on the sale
or use of any vehicle or_watercraft shall, except where the
dealer thereof has collected such tax in full, be paid by the
purchaser or other person seeking registration of the vehicle
or watercraft at the time and place of registration of such
vehicle or watercraft. Fhe In the case of vehicles, tax shall be
collected by the Secretary of State and transmitted to the
Treasurer of State as provided by Title 29, chapter 5, sub-
chapter 1-A. In_the case of watercraft, the tax shall be
collected by the Commissioner of Inland Fisheries and

vided by Title 12, sections 7793-A to 7793-E.

Sec. 6. Appropriation. The following funds are
appropriated from the General Fund to carry out the pur-
poses of this Act.

1990-91
FINANCE, DEPARTMENT OF
Bureau of Taxation
Positions 5]
Personal Services $13,021
All Other 4,557
Capital Expenditures 5,000
Provides funds for a Clerk Typist IIT
and related equipment to provide billing
services.
DEPARTMENT OF FINANCE
TOTAL $22,578

PART D

Sec. 1. 36 MRSA §4365, as amended by PL 1985,
c. 535, §9, is further amended to read:

§4365. Rate of tax

A tax is imposed on all cigarettes held in this State by
any person for sale, the tax to be at the rate of 44 15.5 mills
for each cigarette and—the—payment—thereof—+te beginning
October 1, 1989; 16.5 mills for each cigarette beginning
January 1, 1991; and 18.5 mills for each cigarette beginning
July 1, 1991. Payment of the tax shall be evidenced by the
affixing of stamps to the packages containing the cigarettes.

If a federal program similar to that provided in Title 22,
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section 3185, becomes effective, this tax is reduced by one
mill for each cigarette. The Governor shall determine by
proclamation when the federal program has become effec-
tive. Nothing contained in this chapter shall be construed to
impose a tax on any transaction, the taxation of which by this
State is prohibited by the Constitution of the United States.

Each unclassified importer shall, within 24 hours
after receipt of any unstamped cigarettes in this State, notify
the State Tax Assessor of the number of cigarettes received,
and the name and address of consignor. The State Tax
Assessor thereupon shall notify the unclassified importer of
the amount of the tax due thereon, which shall be at the same
rate as for cigarettes held in_this
State by any person for sale. Payment of the amount due the
State shall be made within 10 days from mailing date of
notice thereof.

Sec. 2. 36 MRSA §4365-A, as enacted by PL 1985,
c. 535, §10, is amended to read:
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§4365-A. Rate;iof tax after September 30, 1989

Cigarettes which have been stamped at the rate of 10
14 mills for each cigarette which are held for resale by any
person after September 30, 985 1989, shall be subject to tax
at the rate of ¥4 15.5 mills for each cigarette.

Any person holding cigarettes for resale shall be
liable for the difference between the +4 15.5 mills for each
cigarette tax rate and the 10 14 mills for each cigarette tax
rate in effect prior to October 1, 3985 1989. Stamps evidenc-
ing payment of the tax imposed by this section shall be affixed
to all packages of cigarettes held as of October 1, $985 1989,
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§4365-C. Rate of tax after June 30, 1991

Cigarettes which have been stamped at the rate of
16.5 mills for each cigarette which are held for resale by any
person after June 30, 1991, shall be subject to tax at the rate
of 18.5 mills for each cigarette.

Any person holding cigarettes for resale shall be
liable for the difference between the 18.5 mills for each
cigarette tax rate and the 16,5 mills for each cigarette tax rate
in_effect prior to July 1, 1991. Stamps evidencing payment of
the tax imposed by this section shall be affixed to all packages
of cigarettes held as of July 1, 1991, for resale, except that

for resale, except that cigarettes held in vending machines as
of October 1, 1985 1989, need not be so stamped.

Notwithstanding any other provision of this chapter,
it is presumed that all cigarette vending machines are filled
to capacity on October 1, $985 1989, and the tax imposed by
this section shall be reported on that basis. A credit against
this inventory tax shall be allowed for cigarettes stamped at
the H4-milt 15.5-mill rate placed in vending machines before
October 1, 985 1989.

Payment of the tax imposed by this section shall be
made to the State Tax Assessor before November 15, 1985
1989, and it shall be accompanied by forms prescribed by the
State Tax Assessor.

Sec. 3. 36 MRSA §84365-B and 4365-C are
enacted to read:

§4365-B. Rate of tax after December 31, 1990

Cigarettes which have been stamped at the rate of
15.5 mills for each cigarette which are held for resale by any
person after December 31, 1990, shali be subiect to tax at the

cigarettes held in vending machines as of July 1, 1991, need
not_be so stamped.

Notwithstanding any other provision of this chapter,
it is presumed that all cigarette vending machines are filled
to_capacity on July 1, 1991, and the tax imposed by this
section shall be reported on that basis. A credit against this
inventory tax shall be allowed for cigarettes stamped at the
18.5-mill rate placed in vending machines before July 1,
1991,

Payment of the tax imposed by this section shall be
made to the State Tax Assessor before August 15, 1991, and
it shall be accompanied by forms prescribed by the State Tax
Assessor.

Sec. 4. 36 MRSA §4403, sub-§§1 and 2, as
enacted by PL 1985, c. 783, §16, are amended to read:

1. Smokeless tobacco. A tax is imposed on all
smokeless tobacco, including chewing tobacco and snuff, at
the rate of 45% 50% of the wholesale sales price beginning

October 1, 1989; 55% of the wholesale sales price beginning
January 1, 1991; and 62% of the wholesale sales price begin-

rate of 16.5 mills for each cigarette.

Any person holding cigarettes. for resale shall be
liable for the difference between the 16.5 mills for each
cigarette tax rate and the 15.5 mills for each cigarette tax rate
in_effect prior to January 1, 1991. Stamps evidencing pay-

ning July 1, 1991,

2. Other tobacco. A tax is imposed on cigars, pipe
tobacco and other tobacco intended for smoking at the rate
of 2% 13% of the wholesale sales price beginning Octo-
ber 1, 1989; 14% of the wholesale sales price beginning Janu-

ment of the tax imposed by this section shall be affixed to all

ary 1, 1991: and 16% of the wholesale sales price beginning

packages of cigarettes held as of January 1, 1991, for resale,

July 1, 1991.

except that cigarettes held in vending machines as of January
1, 1991, need not be so stamped.

Notwithstanding any other provision of this chapter,
it is presumed that all cigarette vending machines are filled
to capacity on January 1, 1991, and the tax imposed by this
section shall be reported on that basis. A credit against this
inventory tax shall be allowed for cigarettes stamped at the
16.5-mill rate placed in vending machines before January 1,
1991,

Payment of the tax imposed by this section shall be
made to the State Tax Assessor before February 15, 1991,
and it shall be accompanied by forms prescribed by the State
Tax _Assessor.
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Sec. 5. Appropriation. The following funds are
appropriated from the General Fund to carry out the pur-
poses of this Act.

1989-90 1990-91

FINANCE, DEPARTMENT OF
Bureau of Taxation

All Other $100,000 $100,000
Provides funds to implement a
heat-applied decal system for

affixing cigarette tax indicia.

DEPARTMENT OF FINANCE
TOTAL

$100,000 $100,000
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PART E

36 MRSA §1760, sub-§20 is repealed and the
following enacted in its place:

20. Continuous residence; refunds and credits.

Rental charged to any person who resides continuously for
28 days at any one hotel, rooming house, tourist or trailer
camp if:

A. The person does not maintain a primary residence
at some other location; or

B. The person is residing away from that person’s

primary residence in connection with employment or
education.

Tax paid by such person to _the retailer under section 1812
during the initial 28-day period shall be refunded by the
retailer. Such tax reported and paid to the State by the
retailer may be taken as a credit by the retailer on the report

CHAPTER 589

Whereas, the Secretary of State must undertake the
preparation of ballots prior to the 90th day following ad-
journment of the First Regular Session of the 114th Legis-
lature; and

Whereas, in the judgment of the Legislature, these
facts create an emergency within the meaning of the
Constitution of Maine and require the following legislation
as immediately necessary for the preservation of the public
peace, health and safety; now, therefore,

Be it enacted by the People of the State of Maine as
follows:

Sec. 1. 38 MRSA §1529 is enacted to read:

§1529. Payments to the Rocky Mountain Low-level Radio-
active Waste Board

1. Payments by generators. All generators of low-
level radioactive waste that shipped low-level radioactive

filed by the retailer covering the month in which refund was
made to such tenant.

Emergency clause. In view of the emergency cited
in the preamble, this Act shall take effect when approved,
except that Part A, sections 3, 4 and 40 shall take effect
October 1, 1990; Part B shall take effect December 1, 1989;
Part C shall take effect October 1, 1989; Part D shall take
effect October 1, 1989; and Part E shall take effect July 1,
1991.

Effective July 12, 1989, unless otherwise indicated.

CHAPTER 589
H.P. 1272 - L.D. 1768

An Act Authorizing a Referendum to
Ratify a Contract for the Disposal of
Low-level Radioactive Waste

Emergency preamble, Whereas, Acts of the
Legislature do not become effective until 90 days after
adjournment unless enacted as emergencies; and

Whereas, the Governor has negotiated a contract
with the Rocky Mountain Low-level Radioactive Waste
Board for disposal of low-level radioactive waste generated
in Maine, if necessary, for the period January 1, 1990 to
December 31, 1992 at the existing Rocky Mountain Low-
level Radioactive Waste Board site in Beatty, Nevada; and

Whereas, existing law requires legislative ratifica-
tion of any compact or agreement with any other state or
states for low-level waste disposal; and

Whereas, existing law requires approval by a major-
ity of the voters voting in the next following statewide elec-
tion following execution of a compact or agreement with any
other state or states for the disposal of low-level radioactive
waste; and
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waste out of State for disposal in the previous calendar vear
shall pay assessments to the authority as calculated under
subsection 3, in accordance with a contract between the
Governor and the member states of the Rocky Mountain
Low-level Radioactive Waste Board duly approved by refer-
endum.

2. Base assessments. Base assessments shall be
made as follows.

A. The authority shall assess all generators of low-
level radioactive waste in this State that shipped low-
level radioactive waste out of State for disposal in the
last calendar year based on the formula in subsection
3, paragraph A. Each generator assessed shall make
payment within 30 days.

B. Payment amounts shall be transmitted to the
Rocky Mountain ILow-level Radioactive Waste
Board as follows, on or before:

(1) January 1, 1990, the sum of $168,750;

(2) January 1, 1991, the sum of $168,750;
and

(3) January 1, 1992, the sum of $168,750.

3. Generator assessments and entitlements. The
generator _assessment and entitlement for each generator
covered under this section shall be calculated as follows.

A. Each generator shall be assessed a portion of the
base assessment based on the amount of low-level ra-
dioactive waste shipped by that generator in the
previous calendar vear, divided by the total amount
of low-level radioactive waste shipped from the State
in the previous calendar year and multiplied by the
sum of $168,750.

B. Each generator shall receive an_entitlement to
ship low-level radioactive waste without further as-




