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Introduced: 1/8/90 6-1615A
Referred: Health, Ed u c a t i o n  and Social

Services and Finance

BY SEN. KERTTULA

1 IN T H E  SENATE

2 SENATE BILL NO. 335

3 IN T H E  LEGISLATURE OF THE STATE OF ALASKA

4 S I X T E EN T H  L EGISLATURE - SECOND SESSION

5 A  BILL

6 For an Ac t  entitled: " A n  Act relating to health maintenance organiza-

7 tions."

8 BE IT E N A C T E D  BY TH E LE G I S L AT U R E  OF THE STATE OF ALASKA:

9 * S e c t i o n  1. AS 21 is amended by adding a new chapter to read:

10 C H A P T E R  85. H EA L T H  M AI N T E N A N C E ORGANIZATIONS.

11 Sec. 21.85.010. CERTIFICATE REQUIRED. A  health maintenance

12 o r g a n i z a t i o n  may not conduct business in this state unless the he a l t h

13 m a i n t e n a n c e  o r g a n iz a t i o n  has a certificate of authority issued by the

14 director.

15 Sec. 21.85.020. REQUIREMENTS FOR C ERTIFICATE OF AUTHORITY. (a)

16 A n  o r g a n i z a t io n  is eligible to receive a certificate of authority to

17 oper a t e  as a h e a l t h  maintenance organization if the director is satis-

18 f ied that the orga ni z a t i o n  will

19 (1) provide he a l t h  care services, either directly or

20 t h r o u gh  a rr a n gements wit h hea l t h  care providers, to participants on an

21 individual p r epayment basis;

22 (2) be governed by a board elected by participants or on

23 w h i c h  p a r t i cipants will have a meaningful role in policy making proce-

24 dures;

25 (3) prov i d e  participants w i t h  a grievance procedure de-

26 s i g n e d  to settle disputes arising b e t w e e n  a participant and the orga-

27 nization;

28 (4) prov i d e  participants w i t h  an annual financial statement.

29 that discloses income and expenses, assets and liabilities, a n d  the

S B 03 35 a -1- SB 335



basis for pr o p o s e d  rate adjustments for h e a l t h  ma i n t e n a n c e  agreements; 

and

(5) h a v e  facilities, personnel, and fin a nc i n g  that are 

reasonably a d equate to provide he al t h  care services to participants.

(b) A p p l i c a t i o n  for a certificate of authority u n d e r  this c h a p­

ter shall be o n  a form prescribed by the director. The a pplication

must include

(1) names and addresses of directors, officers, partners, 

or m e m b e r s ;

(2) a copy of organizational documents, including a m e n d­

ments and bylaws regarding the internal affairs of the applicant;

(3) disclosure of the financial interests hel d  by an o f f i­

cer, director, o r  m e m b e r  in a health care provider associated w i t h  the 

ap p l i c a n t;

(4) a description of the organization, facilities, and

personnel, including the applicant’s most recent financial statement;

(5) a description of the geographic areas, the p o p u l a t i o n

groups to be served, and the number of the anticipated participants;

(6) a copy of each type of agreement to be issued to a 

p a r t ic i p a n t ;

(7) a schedule of proposed rates of reimbursement to c o n­

tracting h e a l t h  care providers and a schedule of p r o p o s e d  charges to 

participants; and

(8) other information required by the director.

Sec. 21.85.030. ISSUANCE OF CERTIFICATE OF AUTHORITY. Except as 

provided in this section, the director must issue a certificate of 

authority to the applicant within 60 days after the application is 

filed. The dire c t o r  m a y  refuse to issue a certificate of authority if 

the applicant fails to
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1 (1) file a c o m pl e t e d  application;

2 (2) d e m o n s t r a t e  the intent and ability to p r o v i d e  h e a l t h

3 care services in a m a n n e r  that assu r e s  a v a i la b i l i t y  a n d a c c e s s ib i l i t y ;

4 (3) d e m o n s t r a t e  the fin a nc i a l  solvency n e c e s s a r y  to meet

5 an t i c ip a t e d  obl i g a t i o n s of p a r t i c ip a n t s ;  or

6 (4) e s t a b l i s h  p r oc e d u r e s  for o f f e r i n g h e a l t h  care services

7 and o f fe r i n g  or te r m i n a t i ng  co nt r a c t s  w i t h  p a r t i c i p a n t s  that are

8 r easonable and equi t a b l e  in c o m p a r i s o n  with  p r e v a i l i n g  h e a l t h  insur-

9 ance s u b s c r i p t i o n  practices.

10 Sec. 21.85.040. GOV E R NI N G  BODY. The g o v e r n i n g  body of a h e a l t h

11 ma i nt e n a n c e  o r g a n i z a t i o n  must consist of persons n o m i n a t e d  e i t h e r  by

12 vo t i n g  members, by participants, or by he a l th  care prov i d e rs .  At

13 least one - th i r d  of the g o v er n i n g  b ody must consist of c o n s u m e r s  who

14 are su b s t a n t i al l y  r e p r e s e n ta t i v e  of the participants. T h i s  sect i o n

15 does not apply to a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  that is q u a l i f i e d

16 under 42 U.S.C. 300(e) (Health M a i n t e n a n c e  O r g a n i z a t i o n  A c t  of 1976).

17 Sec. 21.85.050. S U S PE N S I O N  O R  R E V O C A T I O N  OF C E R T I F I C A T E  OF

18 AUTHORITY. (a) A certif i c a t e  of authority issued u n d e r  this chap t er

19 may be suspended or revo k e d if the d i re c t o r  finds that the h e a l t h

20 mainte n an c e  o r g a n i z a t i o n  is

21 (1) o p e r a t i n g  s i g n i f i c a n t l y  in c o n t r a v e n t i o n  of its b a s i c

22 o r g anizational document;

23 (2) not p ro v i d i n g  or arr a ng i n g  for b a s i c  h e a l t h  care ser-

24 vices;

25 (3) no longer f i n a n c i a l l y re s p o nsible o r  m a y  r e a s o n a b l y  be

26 e x p e c te d  to be u n a b l e  to mee t  its obligations to p a r t i c i p a n t s ;

27 (4) a d v e r t i si n g  its services in an untrue, m i s r e p r e s e n t a -

28 tive, misleading, deceptive, or u n f a i r  manner; o r

29 (5) o t herwise s u b s t a n t i a l l y  failing to c o m p l y  w i t h  this
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chapter.

(b) The h e a r i n g  p r o v i s i o n s  of AS 2 1 . 0 6 . 1 8 0  - 2 1 . 0 6 . 2 4 0  are 

a p p l i c a b l e  to the s u s p e n s i o n  o r  r e v o c a t i o n  of a c e r t i f i c a t e  of  a u t h o r­

ity of h e a l t h  m a i n t e n a n c e  organiza ti on .

(c) If the c e r t i f i c a t e  o f  a u t h or ity  of a h e a l t h  m a i n t e n a n c e

o r g a n i z a t i o n  is suspended, the o r g a n i z a t i o n  ma y not, d u r i n g  the period 

of the suspension, enroll additi on al p a r t i c ipa nt s,  except newborn 

c h i l d r e n  or ot he r newly a c q u i r e d  dep en d e n t s  of e x i s t i n g  p ar ticipants,

and  ma y not engage in a d v e r t i s i n g  or s o l i c i t a t i o n  of n e w  participants.

(d) If the cer t i f i c a t e  of a u t ho ri ty  of a h e a l t h  m ai n t e n a n c e

o r g a n i z a t i o n  is revoked, the o r g a n i z a t i o n  shall, i m m e d i a t e l y  following 

the e ff e c t i v e  date of the o r d e r  of revocation, w i n d  u p  its affairs,

and the he a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  ma y not condu ct  f u r t h e r  b u s i­

ness except as may be e s s e n t i a l  to the orde rly  c o n c l u s i o n  of the

a f fa ir s of the o rg anization. The d i r e c t o r  may, by  w r i t t e n  order, 

perm it  furth er  o p e r at io n of  the o r g a n i z a t i o n  as m a y  be in the best

int erest of participants.

Sec. 21.85.060. P R E P A Y M E N T  AGREEMENTS. (a) A  h e a l t h  m a i n t e­

nan c e  o r g a n i z a t i o n  ma y e n t e r  into an agr eement w i t h  a p e r s o n  or group 

that requires prepayment for h eal t h  care services. A  prepayment 

ag r e e m e n t  is not c o n s i d e r e d  insurance for p ur po ses  of this title if 

the h e a l t h  care services are pr ov i d e d  d ir e c t l y  by the h e a l t h  mainte- 

n a n c e  o r g a n i z a t i o n  or by a h e a l t h  care p r o v i d e r  that has a contract 

w i t h  the h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  to r e n d e r  h e a l t h  care s e r­

vic e s  to participants.

(b) A  prepa y m e n t  agr e e m e n t  m a y  not be e n t e r e d  into unless the 

a g r e e m e n t  for m  has b e e n  f i l e d  w i t h  a n d  a p p r o v e d  b y  the director. A  

p r e p a y m e n t  agreement for m  m a y  be d i s a p p r o v e d  by  t h e  d i r e c t o r  if the 

d i r e c t o r  determines that the agreement c o n t a i n s  inconsistent,
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ambiguous, or m is le a d i n g  clauses, or provisions inconsistent w i t h  this 

chapter.

Sec. 21.85.070. A N N U A L  STATEMENT. A  hea l t h  maintenance organi­

zation shall, wi th i n  120 days after the end of the fiscal year, file 

w i t h  the director a statement showing the financial condition of the 

organization as of the closing date of the fiscal year. The statement 

required by this section must be in a form and contain the information 

required by the director.

Sec. 21.85.080. NAME RESTRICTIONS. A  health maintenance organi­

zation may not refer to itself in its name or advertising w i t h  the 

words "insurance," "casualty," "surety," or "mutual," or, in other 

words that are descriptive of the insurance, casualty, or surety 

b u s i n e s s .

Sec. 21.85.090. DISCRIMINATION. A hea lth  maintenance or ganiza­

tion may not unfairly discriminate against a participant regarding the 

provision of health care services.

Sec. 21.85.100. RECOVERY OF HEALTH CARE COSTS. If a health 

maintenance organization determines that a participant has received 

he a l t h  care services that the participant is not entitled to receive 

u nd er  the terms of the health maintenance agreement, the organization 

may not recover an amount above the actual cost of providing the 

h ea l t h  care service. This section does not apply if the participant 

gave or withheld information to the health maintenance organization 

w i t h  the intent to m i sle ad  or misinform the organization as to the 

participant's right to receive the health care services.

Sec. 21.85.110. EXAMINATION. The director may examine the books 

and records of a h ea l t h  maintenance organization licensed in this 

state in order to de termine the financial condition of the organiza­

tion. The provisions of AS 21.06.140 - 21.06.170 apply to
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examinations under this section.

Sec. 21.85.120. SURPLUS REQUIREMENTS. A  h e a l t h  m a i n t en an ce  

or ga nization shall have and maintain a m i n i m u m  surplus in an amount 

no t less than $100,000 or five percent of total liabilities, w h i c h e v e r  

is greater. The direc to r may lower the surplus requirements if the 

di re ct or  determines that the

(1) organization has an adequate h i st or y of g e ne rat in g net 

income that assures financial viability for the next year;

(2) assets of the organization or its contracts w i t h  h e a l t h  

care providers are reasonably sufficient to assure the pe rf or man ce  of 

the organization; or

(3) obligations of the o rg anization are structured towards 

long-term payment so that a lower surplus requirement is adequate to 

guarantee payment of the obligations.

Sec. 21.85.130. RETURN OF AGREEMENT. A person who enters into a 

health maintenance agreement may return the agreement to the h ea l t h  

maintenance organization or the agent from w ho m  it was p u r c h a s e d  

w it h i n  10 days of the delivery of the agreement to the p er s o n  if the 

person is not satisfied for any reason. U p o n  return of the agreement, 

the health maintenance organization shall pr om p t l y  refund the fee paid 

for the agreement. Notice of the substance of this section must  be 

printed on the face of the agreement.

Sec. 21.85.500. DEFINITIONS. In this chapter,

(1) "health care provider" has the m e an ing  given in A S  21.-

88.900;

(2) "health care services" means b asic consulting, d i a g n o s­

tic, emergency, preventative, and therapeutic services rendered by a 

health care provider;

(3) "health maintenance agr e e m e n t” means an  agreement for
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h e a l t h  care services b e t w e e n  a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n

licensed in this state an d a p art ic i p a n t ;

(4) "heal th  m a i n t e n a n c e  o r g a n i z a t i o n” means a n  o r g a n i z a t i o n

that p ro vi de s h e a l t h  care s er v i c e s  to par ti ci pan ts  o n  a g r o u p  or

individual prepa ym en t basis;

(5) " p a r t i cip an t"  m e a n s  a p e r s o n  or gr ou p that has enter ed

into a contract w i t h  a h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n  to receive

h e a l t h  care services.
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