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Alaska State Legislature

SENATE

P.0. Box V
State Capitol
Juneau, Alaska 99811

Official business

MEMORANDUM

TO: Senator Eliason, Chairman
Senate Labor and Commerce
Committee

FROM: Senator Kerttula

\ A 0
SUBJ: Analysis — Sponsor Substitute # \
for Senate Bill 335, A\
An Enabling Act for Health Se-*
Maintenance Organizations.
DATE: February 6, 1990
I would appreciate your scheduling Senate Bill 335,

relating to Health Maintenance Organizations, at your earliest
convenience.

The sponsor substitute for Senate B ill 335 incorporates
an unintroduced bill by the Governor into the original SB 335.
The sponsor substitute for SB 335 is based on a National
Association of Insurance Commissioners's model act.

HMOs provide for basic health care services on a prepaid

basis. Under our existing statutes this form of organization
— an HMO — is not possible because it combines the functions
of health care provider and insurer. This form of

organization allows health care providers to share in the
financial risk and creates incentives for cost containment and
preventive medicine. Following is a description of the major
provisions of sponsor substitute for SB 335:

1. Requirements for Certificate of Authority; Srunsor
substitute for SB 335 requires that a list of conditions,
including demonstration of financial solvency, prior to
issuance of a certificate of authority. The bill also lists
specific items of information that must be included within an
application, and allows the department to acquire any other
information that may be found necessary in the future.
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2. Coordination with the Department of Health and
Social Services: The nature of an HMOis that it is both an
insurer and a health care provider. Therefore, both the

Department of Commerce and the Department of Health and Social
Services has an interest in the quality of the HMO's
operation. Sponsor substitute for SB 335 requires that a copy
of the application be forwarded by the director of insurance
to the Department of Health and Social Services within 10 days
after its receipt. W ithin 60 days after the Commissioner of
Health and Social Services receives a copy of the application,
he or she makes a recommendation; and within 30 days after
that recommendation, the Department of Commerce either "issues
or denies"™ a certificate of authority.

3. Solvency and Limits on Investments: Sponsor
substitute for SB 335 requires each HMO to make a custodial
deposit of $100,000 or an amount equal to five percent of the
estimated expenditures for health care during the first year
or "twice its estimated average monthly uncovered expenditures
for its first year of operation.” Each year, an HMO shall
deposit in a custodial account an amount equal to "four
percent of its estimated annual uncovered expenditures for

that year." The deposit requirements doe not apply if the HMO
has a net worth of $1 million without buildings, or $5 million
with buildings, or some alternative formulas are met which
demonstrate similar financial stability. Finally, the HMO

must have and maintain a "capital account of at least
$100,000™ in addition to any of the deposit requirements.

4. Governing Body: The sponsor substitute requires
that the governing body of an HMO be made up of at least
one-third "consumers who are substantially representative of
the participants.” The sponsor substitute also requires that
the HMO establish advisory panels so that e..rollees would have
an opportunity to participate in matters of policy and
operation.

5. Dual Choice: Sponsor substitute for SB 335 requires
chat each employer in the state, whether public or private,
having 25 employees or more "shall make available to its

employees or members the option to enroll™ in an HMO.
Mandatory dual choice is viewed as necessary to make an HMO
viable in Alaska. Under the sponsor substitute, an employer

is not required to pay more for employee health benefits than
they would have been required to pay if they were not covered
by the bill.
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6. Form Filing and Rate Approval: Sponsor substitute
for SB 335 includes a mechanism for the approval of ™an
evidence of coverage." The bill provides that the HMO file
the form with the Division of Insurance 30 days before it is
to be used. The form 1is considered approved unless the

director has affirmatively approved or disapproved the form
within the 30 day period.

7. Complaint System ;Sponsor substitute for SB 335
contains a detailed section requiring that the HMO establish
and maintain a complaint system.

8. Powers of HMO:Sponsor substitute for SB 335 has
a section listing the powers of an HMO, and lists prohibited
practices. The bill also limits the amount of money that can

be recovered from an HMO from a participant who was not
entitled to receive certain services to the actual cost of
providing the health care service. Sponsor substitute for SB
335 also provides a window of 10 days in which a participant
who has just signed up with an HMO can return the agreement
and demand refund.

9. Taxation: Sponsor substitute for SB 335 provides
that an HMO is to be taxed and shall file reports as an
authorized insurer.

10. Other Provisions: Sponsor substitute for SB 335
contains a section imposing fiduciary obligations in the
handling of money by an HMO. The bill also provides that
health care services must be provided by appropriately
licensed health care providers.

JK:kh
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COMPLIMENTS OF

SENATOR M Y KERTTULA

The 1991 Budget:

Proposals

How Darestic Efats\Would Fare Under Budget

Here Iare President Bush's .budget
Ioposgls for major _domestic " pro-
Bra s'for the Hm fiscal year:

Drugs and Crime

The President’s spending proposal
would increase the Justice Depart-
ment's budget by 19 percent from last
year to nearly $9 billion, excluding
funds set aside for a multi-year Fed-
eral prison construction program. The
most significant increases, earmarked
for anti-drug activities, were an-
nounced last week as part of President
Bush’s new plan to combat drug traf-
ficking.

Some agencies in the Justice Depart-
ment would suffer reductions. The Fed -
eral Bureau of Investigation, for in-
stance, would receive a slight spending
increase, but would lose nearly TOO
positions under the President’s budget.
The decrease would probably result in
a reduction of the number of agents as-
signed to areas like organized crime
and white-collar crime.

Education

The Administration proposed $11 bil-
lion for education, training, and em-
ployment programs and ancillary so-
cial services, $400 million more than
would be spent under current law and
$3 hillion more than is expected lo be
spent in the current fiscal year.

The budget proposed an S880 million
increase in spending for elementary
anti secondary school education for the
disadvantaged, to a total of $10 billion.

The budget would also increase b;
$500 million the funds for head Start,

The Book

THENEW YORK TIMES NATIONAL TUESDAY,

How $1.23 Trillion W ould Be Distributed

program intended to prepare young
children to succeed in school, for a total
of $1.9 billion. The program would also
increase by $1.2 billion, lo a total of
$19.7 billion, discretionary funds for
education.

The budget also proposed $239 mil-
lion for adult literacy programs, a 25
percent increase over the current
budget.

Environment

Continuing to reverse the pattern of
budgets under President Reagan, Mr.
Bush is proposing substantial new
spending on environmental programs.
Among the significant additions are
$269 million for an "America the Beau-
tiful™ program which is to provide
money for acquiring parkland and for a
major reforestation effort across the
country. He is also calling for in-
creased spending for protecting wet-
lands, a hefty increase for research
into global climate change and nearly
$780 million for cleaning up nuclear
contamination and other pollution at
Federal installations.

The Environmental Protection Agen-
cy’s total proposed budget would rise
by a modest $18 million dollars to $5.6
billion. But its all-important operating
budget, with which it administers the
anti-pollution laws, would rise by 12
percent to $2.17 billion.

Health

The Administration proposed reduc-J
ing Medicare premiums by $60 a year,
for beneficiaries who join a Health
Maintenance Organization. To further

Sco

encourage membership in such pro

[grants, the Administration -is develop-
ing a new program, "Medicare Plus,”
that would combine membership in a
Preferred Provider Organization with
some form of Medicare supplemental

(Medigap) insurance.

The proposal would also offer the
stales incentives to enroll their pa-
tients in such programs. An H.M.O. is a
highly structured organization oi doc-
tors and others that offers a full range
of medical services. A P.P.O. is a less
structured group of doctors who have
agreed lo take lower fees than they
would otherwise charge in exchange
for a higher volume of patients.

The Administration also proposed
reducing the projected growth of Medi-
care by $5.6 billion, and obtaining $1.9
billion more in revenues. But Medicare
expenditures are still expected to in-
crease by $10 billion, to $116 billion.

The budget would also provide a $109
million increase inAIDS research, pre-
ventioi and other activities, for a total
of $1.7 LMlion. Total spending on AIDS
would be $3.i billion.

Labor

the Labor Department, the
"resident proposes a small increase in
spending, from $2-1') billion in the 1990
Tscal year to $26.3 billion. Most of the
pudget, $19.-1 billion, represents bene-
fits the Government pays to unem-
ployed workers. If the unemployment
ate is higher than the 5.3 percent the
Government predicts for the year —a
«ate that some economists say is opti-
| mistic —that spending would rise.

The U.S. Budget Made Easy, More or Less

Still, Labor Secretary Elizabeth Dole
obtained room for spending increases
in areas that she has put high among
her priorities. She would reduce spend-
ing for special summer training pro-
grams, from $715 million to $220 mil-
ion, but she would raise spending from
>H million in (he 1990 fiscal year to$l.-1
pillion for longer-term programs, espe-
cially one designed to ease young peo-
ple’s transition from school to work.

The Occupational Safety and Health
Administration would get 34 more in-
spectors, bringing to more than 200 (he
number that she has addeed since tak-
ing office. Department fines against in-
dustrial violators of the safely laws
reached a record last year.

Science and Space

A major theme of the proposed
budget is investment in the future, and
the Bush Administration sees the space
program as a big part of that.and
ivants to increase the National Aero-
nautics and Space Administration’s
(budget to $15.2 hillion. That would be a
24 [percent rise from the previous year,
which would be the largest increase for
any major agency.

The additional $2.9 billion includes a
36 percent increase for the space sta-
tion. alloting $2.6 billion for the manned
space platform, which is to be launched
in 1995, so that construction could begin
on those parts requiring long lead
times. The space agern v also asked for
$237 million to start a*, orbiting Earth
Observing System, program that
would use a se’ios of satellites and a
computer nci.vorx to measure and
monitor environmental changes.

Transportation

The Transportation Department re-
quested $26.9 billion, a figure that is 4.2
percent below this year’s spending
level. Big increases for the Federal
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Budget Proposal*

Figures in billions.

Military

International affairs

Science, space and technology
Natural resources and environme
Agriculture

Transportation

Education

Health

Medicare

Income security

Social security

Veterans benefits and services
Administration of justice

General government

WHAT LOSES

Energy
Commerce and housing credit

Community, regional development

OTHER ITEMS
Interest
Allowances*

Undistributed offsetting receipts
TOTAL

sIncludes cuts to be proposed lor Feden
proposed legislation lor reduced govern”®
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STATE OF ALASKA
OFFICE OF THE QOVENOR

BILL ANALYSIS

DEPARTMENT ¢ wibion BILL NUMBER SPONB8OR

Commerce A Econ; ! SSSB 335 Kerttula
SHORT TITLE OF BILL

An Act Relating to Health Maintenance Organizations
DEPARTMENT POSITION

Favor
DATE COMINMAIONEITS AN /NRE DATE
rector -z 2rlkzl12_
SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUP(S) AFFECTED BY BILL

Department of Health and Social Services
Department of Administration

ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
Not known Not known
FISCAL IMPACT a NONE CJFISCAL NOTE ATTACHED ?

background legislative intent HMO's provide or arrange for basic health care services to persons
on a prepaid basis. This form of organization combines some of the functions of an Insurer
with those of traditional health care providers. In this way, the providers of medical
care share in the financial risk of health care and, therefore, have an incentive to reduce
health care costs and to promote preventative medicine. This kind of organization Is not
possible under our present statutes. This proposal will provide a framework for the
establishment of these hybred organizations. It is based on a National Association of

Insurance Commissioners model statute.
ANALYSIS OF BILL PROGRAM EFFECTS

See Attached

AMENDMENTS PROPOSED

See Attached

6381 D-1/22390a  PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS
01008 (Rev. 11/89)



SSSB 335
ANALYSIS OF BILL/PROGRAM EFFECTS

Introductory Comment:

The risin cost of health S Jv‘ces ||n recent years has le go ernment agencies,

rivate gn eqgisla e badies to . see ematlv S "0 t

raditiona ca Ye% 31 |ch will provide lmprove ealth care

ower cost. ealt ntenance orgamzafion IS a concept whic

re(ierved such atten]tjon as one means through which an improvement |n
elivery mrg be achieved.

Shortcomlngs of Existing Health Care Delivery System

healtn: care dellve stem as It IS now. c%n%ﬁ Ituted pr sent severa
II'S any d) ar:e]unabe to obta Cfarew en t nee
tan |nthe orm IS problem can Into three subareas:

1. In many areas of the country, the av of health care In
terms o¥tﬁe quantity of manpower andl Pacr tgs 1S Inadequate.

2, EKen where gt&/srdans nu]rses c?Irnlcs and hosrirtals do exist,

x maﬁ/ I accessib oor locat IIOB POO

management, acko transportation, Iangu ge or racial barrters,
Inconvenient hours, etc.

3. Even. If heaIt care IS available and accessible, it may not be
continuouys: that IS, a SIn e atlent pa not be treated as a
ersPn wnh a dp nt| wncqa rle bIe but ra er as

Ee isolate roble dent ems 0

via ccessnbl |5y dc ntinul at east i have been

attrr Uted to t ck of res o s| W vest |n one person,
group, or organization to assu elivery of health care.

Ase nnd oblem s t lating cost of health care se |ces T |sste from
the ImI dfd n]¥ P ?t th gservrce acl tresw nronte
and rag ted Pancr mec an the .conse
|n reaseo emand for suchy services. This |s 5|c mo
tron a |t|on rermb rsement qf providers by the der overn ent
|n urancen ns an and medical service cor oratlons ause of t
entd cuItres |nvo has een accom anie une en efforts tow
(51 ective cost review. or. co tro urthermo e se vrc s or tacilities are 0 en
th cated or used |neff|C|en basic cause lation ang |n(e]I | |enc rests
the |mprolper Smi)ﬁtuf Incentives. ere n ndjvidu d L\
or an zatroH es(ﬁons or he use of more economlca Services and Critre
|nr% atin reventive care, rea(se{ r]come IS generated for
rovr by t e mare . equ nt use of servic an acllities and 0y the use of
e more expensive facilities and services availab

6381D/22390a -2



A third problem is the quality of health care delivered. Throughout various
parts of the country, the quality of health care can ran%grfrom the very best to
the very poor. Generally speaking, there is no locus lity asséssments
erther as to health care processes or health care results. In thé absence of a
means to measure queality, it is virttally impossible to design and implement
effective programs 1o rectify cefects.

This brief discussion in no way attempts to provide a comprehensive discussion
of the problems of the health Care delivery system in the United States nor does
It give adequate recognition to the strenuous efforts of many t Improve the
e><|st|_r|g system. However, it does highlight some of the” major_ problems
prevai |gﬂ today. Development of the health maintenance organization (HMO)
one altemative means to help alleviate some of these problems.

Nature of the Health Maintenance Organizations:

A health maintenance organization may be described as an organization which
brings together a comprehensive range of medical services iIn a_ single
organization to assure a patient of convenient access to health care sarvices. ™ It
fumishes needed services for a prepaid fixed fee paid by or on behalf of the
enrolless. An HMO can be organized, operated and firanced in a variety of
ways. For example, an HMO may be or%anl_zed by physicians, hospitals,
community groups, labor unions, government wnits, insurance companies, efc.
General ly'speaking, anHMO' delivery systen is predicated on three prirciples:

1 [Itisan organized s%stem for the delivery of health care which
brings together health care providers.

2. Such an arrangement makes available basic health care which
the enrolled group might reasonably require, including emphasis
onthep 1on of illness or dissbility.

3. Th payments will be made on a prepayment besis, whether b
the individual enrolless, medicare, “medicaid, or throug
employer-employee arrangements.

An HMO can directly address rtseHto the problems of aailability, aocessibility,
and ocontinuity since it iIs a health_care cdelivery system. It assumes
responsibility for actually fumishing o its enrollees those health care services
necessary to meet the dbligations It undertakes. Thus, the HMO occupies a
position through which both the aocessibility and continuity of care may be

An HMQ, by mtsvery nature, may provide incentives toward lessening aosts in
delivering health care. Ithas a”limited membership prepaying fixed sums of
money. The providers are dbligated to deliver a specified set of health care
services.  The fixed amount of income provides incentive to control expenses and
asts. The HMO provides a mechanism to analyze asts, expenses and
uti lization of services, and affords a means to implement measures t enhance

efficiey.
The problem of the quality of health care is not susoeptible to an easy solution.

An HMO isina position 0 assess the quality of care provided since it'isa closed
system. Itcan study the health of itsmembers, review the records of treatment,

and, ingereral, provide a monitoring mechanism.

6381D/22390a 3



A variation of the HMO concept Is seen In some medical care foundations.
Although ndividual foundations differ greatly in detail, a foundation for
medicall care is usually sponsored and organized by a county or state medical
sciety. The membership consists of physicians who apply t and are accepted
by the foundation.

Those medical care foundations which can be considered as a variant of the
HMQ concept often contract with an insurer or other prepayment_plan €g.,
hospital or medical service corporations) to provide coverage meeting certain
minimum aiteria consistent with tho Gelivery of quality medical care. The
insurer ollects the premiums, promtes, markets, and underwrites the
rogran. The enrollee may seek physician services from any member of the
ndation who then bills erther the insurer or the foundation, not the enrollee.
Although such billings are on a fee-for—service besis, the amount charged the
enrollee 1s fixed and prepaid without regard to the number or type of servicerl
used. The foundation lishes some form of peer review to monitor not only
the lewel of charges but also the and quality of care rendered. Since the
amount of income does not vary with the number or type of services proviged,
Incentives exist to maintain at as low a leel as possible. However, unlike
the HMO concept described above, even though physician services are prepaid
Trom the _patients Viewpoint, from the icians Viewpoint, the fee-for-sarvice
practice ismaintained, under the federal HM O Act, this type of organization is
called an Individual Practice Association Type HMO .

The Need for State Authorizing and Regulatory Legislation

Prom 1970 to 1973, the adninistration and committees in both houses of
Congress spent much time analyzing the health maintenance organization
altemative m  connection with national health insurance and federal assistance
bills for HMO & This amalysis resulted in the enactment of the federal HMO

Act In1973. Since then, the number of health maintenance organizations and
the number of HMO enrolless has q(rown_ rapidly. Prior to 1972, honever, few
states had a statutory framework tailored t© the supervision of health
maintenance organizations. Chartering, licesing, and_rate regulation
and _other supervision was being carried out under general insurance lans,
hospital and redical service corporation statutes, other special statutes, or not
at dll. Because the HMQ s a unique type of organization, many provisions of
such state lawvs were_ingplicable, hlghl){he ictive or proiibrtive to the
formation and operation of an HMO. refore, In 1972, the National
Association of Insurance Commissioners (NAIC) adopted the Model Health
Maintenance Organization Act which accommodates the unique features of
HMO & SSSB substantial ly tracks that model act.

Purpose of SSSB 335

SSSB 335 clearly authorizes the establishment and operation of HMO &
Restrictive provisions in other laws which are inappropriate to HMO § are
render ingpplicable. Appropriate grants of authority are established to enable
the HMO S t fulfall function envisioned for them. At the same tine,
however, the public has a vital interest in the fiscally sound, efficiet, and
ethical operation of HMO & As is the case with insurance and hospital and
medical service corporations, HMO § are "affected with the public nterest.”
Thus, the purpose of this bill 1Istwofold.

6381D/22390a -4



First,_ i1t _attemﬂts to provide a legal framework enabling the organization and
functioning of HM O §ofawide variety, including those based upon the medical
care foundation or indivicdual practice association. concept.  The  legal
environment is designed toGPermlt a high decree of fledbility. No one form of
organization or one type of modus operandi is required. Instead the HMO
concept can be refinea and subjected t further experimentation. Second, the
bill attempts to provide a requ a_to%en’onltorl_ng system not only to prevent or
re_medly abuse, but also to assist in the future improvement and development of
this altermative form of a health care delivery system.

Since the model bill on which SSSB 335 was approved, the federal HMQ Act has
been enacted and amended four times. The model, or substantial portions of it,
has been enacted in 27 states and substantial experience has been gained in
implementing and regulatingHM O Sunder mtstenms. Inaddition, afewHMO §
have become insolvent and commissioner have had to deal with the results of
those Insolvercies. Therefore, the model act has been revised to reflect changes
which, have occurred in the federal law, to reflect experience gained in
adninistering the law and to clarify and strengthen the provisions relating

HMO agency.
AS 21,86.Q Ifl

This section requires the licensing of an HM O in order to provide health care
services on a prepaid besis. The legal ettity, in which the responsibilities
Imposed b¥ this Act are vested, senes as a focus of requlatory attention ©
that the consuming public iswell served.

assure

AS 21,8.020.

A health malnterjance_or[qamzatlm @ mes several daracteristics of an
insurance operation (including. the need for finacial resposibility, the
assumption_of risk and similarity in marketing activities) wi
dharacteristics of a health care delivery system. This section provides for the
authorization and_regulation of health maintenance organizations to be carried
out through existing state agencies. The creation of a new agency specifically
for health_maintenance organizations would unnecessarily duplicate existi
functions in the Insurance Division and the Depai tment of Health and Socia
Services. It is felt that the expertise of the Alaska Insurance Division on fisal
and other regulatory matters and the familiarity of the Alaska Department of
Heal th and Social Services with regard to health matters should both be utilized
In the regulation of health maintenance organizations. _To_ minimize
administrative tﬁeroblems, the prime_responsibility for adninistration isvested in
one agency- Insurance Division. However, to the extent possible, the
qoonsibilities of the two ﬁa_:;gmes are clearly defined with the Insurance
Division obligated to rely on the Department of Heal th and Social Services with

respect to the letter S sphere of exertise.

Subsection (K)(2) makes eqlicit the requirement that an HMO must provide a
minimum package_of services on a prepaid besis. Reasonable co-payments,
however, are permitted and do not violate the requirement for prepayment.
Such co-payments may be used 1o (@) reduce the amount of prepayments; and (b)
minimize frivolous utilization of sarvices.  In addition, an HMO may have more
than one benefit package involving different levels of co-payments.

6381D/22390a -b-



t ant a certificate of aut , I
%Jan% Ire btea:tl% ebn(?’%lm n a certificate of authori E director s Poudb

? Intenance organizatio ave anCIa
reso ces ﬁ rovide. the healtr C(? Services . for whi It I ate tO IS
enro ees oWever, It IS reco n|z {

at re glririgS%n o ve ore than a
minimum capltajlza lon as Set Br vent the
org nization or nBP ementatlon o an ot erwise viab rmore

n us oss e Ins #rance and suretg/ arrangements a ailable to pack U

mlse of pe ormancg reserve requirements such as those found i

%e InSuran e aws are not deeme NEcessary.

AS21.86.Q3a

g.*esaans 1 I G i o ol

lling by a h

wectoE nH/ romu ate ruIe %n requ '[IO?S exemLRtl c&rtain ¢ ntra ts
romte ifin reqnj ementw e exe hse th ?/grane Jln
sectio 1e Ittle or no effect on the financial condition”and ability to
meet 0 gatlons ofthe organization.

AS 21.86.040

ggésBsesc I%P ma I|C|t the. ermlss embershl of such .a
335 does not ver re UI e that mal en nce or anlzat?on e
cansumer contro ded IS e ected that contro ed In a varie ways
ere rgan|z t|ons are nof co sum r contr dhlﬁ:

anize
Wepeved that some means fo art|C| ation ouI he prfo
example, such matters as av e53| t and continul h are
ervices are actors which hre g/ n ron oNSUMers an |c

F\ e ({a gartl ular interest. closure o ormation under ot er sectlons |
also designed to assist the consumers.

Arﬂuments agal st role for the con r|n udle: %\ suc artici |on IS

sary and per even armut ee |C|e d profession e
t?] a%e se IQces&’S a%onsu er o?ewH ?

the initiation o
since more ’quo car Involved: andfog consumers ca alwas

alternative e ar uments d _consumer T e S€e more
EI’SU&SIVG €5€ INC ude onsumer art|C| ation results In a
es 0 SIVE Or amzaélon an?I g‘ COf]SU |C|pa lon IS not the same as
0l over trie rendering orp fGSSIOﬂ ICE.
AS 21.86.050

gkgign%ection provides a level of fidelity protection for the consumer by requiring

AS 21.86.060

T D R SR S A o
rrangements.
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AS 21.86.0.7.0

Subsection (a). requires that every.enrollee b vided . with evidence of
coverage anef glloca es eresponerYIrt tror provrgrBﬂrat evidence.

ﬁ%‘\?vrrltfrbaﬁgd 63 gﬂ) )?Str%]%tr%\éltg?mes of coverage and forms are subject

Subsectlon ) establishes requirements which evidence of coverage must meet.

ubsectr vrdes Ifl|ln IS required nder subse h) unless the
orm |sare gl/ ubject to |ng reduirem %nts under existing fi |ng(st)atutes.

Subsec t%n Re rquides or the fi Lllng of chan sfor hﬁalt% care ervmes 1.e., that

J mnity or servrcgab nolsse plrzfr)rvts 0 tﬂe ackrm O service yis- aV'S

rovidin % enefits
under agreem tw%h an |nsur nce ar(1)¥ V\Pﬁ r meﬁlrc | service
corporatio nwr e subject to requ atron |n ccordance with existing laws.

erent charges ma e 1M OSE rgnt enro |€€S
b I’Igl re irement as co m nity ratin WO

PR S T eederm o Femae
ear t |na ropriate
en the'co tlg%ananctﬂa I(% SMS are I'IOIS ttO SUc eh g(g) tp lmd

etit dvan such requirem nt might |m 056 CO
|mper§eg1 ﬁr evelopmento | J P

Because of its somewhat different naturte] an HMO is not reélurred by this Act to

Iﬂ(]%e'[ reserve. requirements similar to those imposed on ingurance fom a S
us, IT 1S rtant that the charges be set at a

requirement. Ifmrp eertr%I cation by a ry or other qua fle &“%Ben Srvoe
cﬂ orting Jn ‘?orm tion, |s |¥t gﬂ dI to” assist the director In deter n|
auac a] ﬁ%

8 n Pp yrn% the sta cﬁ excessive, Ina e%ua(} r un alr
Iscriminato S contem r% that t reetor ma rt e amou
necessary to assure a reaso return on the Initial qfd aepk
|nvefte and an amount neede to accumulate adﬁqtuate u |I| t
? arges al%%rnst uctuation due to Inflation, ¢ anges |n medlca
technology and related causes.

AS 21.86.080

This, section grovrdes the drreﬁor with LP authorit } ﬂ“ re reports
considered necessary to carry out his duties. The reports could inclu

0 afinancial statement of the organization;

0 any material changes in the information submitted pursuant to
A Rteria) Shang P

0 thenu CE)er of persons enrolled at the beginning and end of the
year; an

0 the % ount of unﬁoveg%d and covered expenditures that are
payable and more't days past due.,

6381D/22390a -[-



n establishing ﬁlirgll%uirenents, the director will be cognizant of the fect that

0 § that are qualified under the federal HMO Act must submit detailed
s to the Department of Health and Human Services. The director will
e use of such reports when they are relevant and avoid the imposition of
icate reporting requirements.

RE
X-gz

g

This section requires the HMO 1o provide notice to enrollees of changes iIn
operation affecting them.

AS.21.fI&IfIQ

Every health maintenance organization Is required to establish a complaint
system to provide reasonable procedures for the disposition of complaints. The
organizations may be e 1o receive two types of corplaints. One t)épe_ls
related to the basSic health care services or additional services fumished Dy It
The other type is related to that_portion of the coverage In addition to besic
health care Services which s provided by insurance, hospital or medical_service
corporations, or some means other than being fumished by the organization.
For complaints arising from health care services, the adninistrative procedure
o handle complaints should provide the mechanism through which enrollees
receive a fair and proper opportunity t have their cases heard, including the
use of binding arbrtration as a means of resolving claims concermning coverage.
For complaints regarding berefits over which the health maintenance
organization has no direct control such as those portions of the berefit package
which are covered by insurance, the health maintenance organization I
responsible only for maintaining statistical information and transmitting the
complaints to the persons responsible.

AS21.C3.110
This section avoids duplication of berefits.

This section provides a ten-day free lack.

AS 21.86.130

Life and health insurers are subject to_statutory investment requirements
designed to assure conservatism and liquidity in handling of the insurers
funds. _ Sound financial management is an important element in the variable
%tlgtlon of an HMO. Furthérmore, Itis rary to the intent of this bill ©
conditions which would enable an HMO 1D be used as a "frmt* for a
lative investment operation. At the same time, however, it is recognized
tforan HMO tofulfall is e functions, tmay be both desirable and
necessary for the HMO to 1 a portion of 1ts capital funds in fecilites and
services 1o better enable it o meet its doligations.  Such investments may not
conform 1o the traditional insurance law investment limitations. Consequently,
this section excepts this type of investment when approved by the director in
accordance wi'th the standards set out InAS ﬂ.86.(130(g).

6381D/22390a 8-




AS 21.86.14Q

Even _though ver¥ serious problems can arise if a_health maintenance
organization defaults on 1ts contracts, fiscal control of health maintenance
organizations In a manner _comparable 1o that applied to insurance companies
appears inagpropriate in view of the service nature of such organizations. The
best protection Tor enrolless is a fimacially sound organization that generates
net income. However, beginning health maintenance organizations are often
small businesses with limited financial resources that will sustain operating
losses in their early years. Unreasonably_ high starting cgpital or resene
requirements may ~ prevent some organization from™ starting or may
unreasonabl tleuB the cepital of those that db.  Therefore, this section provides
for a st red But flexble approach to protecting against insolhvency. It
requires the maintenance of a minimum capital acocount, a deposit of cash or
securities inaminimum acocant, and the organization S generation of additional
amounts annually as a source of funds to meet its contractual obl Igations to the
enrolless iIn the event of insol . The director may waive all or of these
requirements when satisfied that the organization has sufficient net worth or an
adequate history of generating net Income to assure its vidiility. The
requirements may also be waived if the health maintenance organization$
performance isguaranteed by another financially strong organization.

The section relates the It requirements to the amount of the health
maintenance organizationS uncovered expenditures. This amount will vary
depending upon the type of organization and the nature of Its arrangementS
with providers. _For example, the physicians of the staffof the organization or a
contracting medical grou%rof indiviaual_practice association may agree 1o look
only to the organization for Ipaymen’g of services provided to thé organizations
enrollees and agree not to bill them in the event of insolvency. An organization
could_have insurance for all or part of 1ts hospitalization éxpense or another
organization could agree to guarantee that the licbiliies of the health
maintenance organization are met.

In all such cases, it is recommended that the contractual provision require the
provider or guarantor_to notify the director If the provision or insurance iIs
modified or no longer in effect or ifpayment on the contract or policy has not
been made ina reasonable period of tine. This can provide an early warning.of
possible adverse changes In the health maintenance organization$S firancial
position.  In addition, the status of such provisions or policies should be covered
inannual interrogatories to the organization.

AS 21.86.150
Subsection (@) requires licansing.
Subsection () addresses false or defective advertising and solicitation.

Subsection (©) applies the insurance Unfair Trade Practices Act to the degree
goplicable.

Subs%l:tion (@ 1s designed to foster continuance of coverage t the extent
possible.

6381D/22390a a'a



Subsection (e) addresses potential deception through name utilized.

section |re cer e of authority to use thephrase ''Health
ﬁ}[lblntenance rgaulzatsloﬁ' or “I—\%." Y P

AS-2Lfi&lfiQ
Provides for regulation of assets.

3 e]ctlon overrides the %ro% laws to ermlt an msurer t}osrﬁ)lt r
edical service corﬁora 03 VIde coverage te%tln enrol ees ofa

lS authori to permit jnsure s erV| oratlons
wrlecove ag to t a s which the provige sof eaIt car S(FIa/IC
row rovL e ra e In excess of the services row e
cove tuatlons R cf) e protec on to the enrollegs, | the
ecomes | sél a rovide cover ﬂe against the cost

o¥?1ealth care Services ast e heaI maintenarice organization deéms necessary.

AS 21.86.180
The dlrectorlb rovided auth to examlrgf health malntenanc or nlzatl NS
[V necessa er, an etemmatlonr lated to ua |t3%

sona
RH] care. services IS the exc\fuswe esponsibility of the commlssm er
ealth and social services.

AS 21.86.190 - .200

Thes sectlens list. theTtheaso?s for fsusrr{ensmn or revocation. of the HMO’
certificate of authori ey also set a process for such action.

AS-2M &21Q

Thlf section [%rowdes for .the rehabilitation, A%wdgtlo?] %{ conservation of
health mainte ance oroanizations to ke carrie y the director under the
statute applicable to insurance companies.

AS 21.86.220
This section provides authority to adopt regulations.

AS 21.86.230

A e

esta ﬁIS% 2 Systy EIEI th’OU ?’9 rhj ﬁ HVIOs are I’GQUIFEd to !Jear t%e %xpenses
e

assoclate elir regulat the state.
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This section provides for taxation of trie HMO.

AS

This section authorizes the director to i1ssle a cease and desist order and t©
apply for injunctive relief.  Htalso provides penalties for violatios.

AS 21.86.2fifl

This section clarifies the relationship ofHMO's to other insurance statutes.

AS 21.8.210-
This section provides that filingsand reports are public documents.

AS 21.86.280
This section provides that medical information on an enrollee iscotfidatial.

AS 21.86.290

This section authorizes the Department of Health and Social Services to draw

upon autside expertise where gppropriate. One altermative would be to contract

vF\)/LllH P[GF%S%%A Standards Tteview Organizations established pursuant to
icLaw ;

AS 21.86.300

This section provides protection for HMOs from acquisitions which would ran
counter to this dhapter.

This section_is similar t section 1310 of the federal HM O Act, but extends the
dual choice 1aquirement to state licensed HMOs .. The licensing requirements_of
this act are less stringent than the ioieral requirements, so this provision will
assist in the development and growth of state licensed HMOs.

AS 21.86.900

Definition section.

Paragraph (6) defines an HMO to be any person that undertakes to provide or
arrange for at lesst baesic health care Services on a prepaid besis. This can

achieve erther fa by providing the sendees directly through ician or other
providers actually employed by the HM O and through hospitals or feciliies

6381D/22390a -11-



owned_or directly operated by the HMO, or () by contracting or; arranging with
physicians, hospitals or other facilities to provide such srvices. The™ (term
arrange” does not contemplate those traditional arrangements which hosprtal
or medical service corporations make in conjunction with their prepayment
service 0Hr]leans pursuant to hospital or medical service corporation laws.” If it
were rwise, the traditional ital and medical ‘service corporation
prepayment service plan, by s, would be an HMO .

Paragraph (2) defines basic he 1th care sarvices. This definition, combined with
the requirement that an HMO provide for basic health care services In AS
21.86%%0@(2) and AS 21.86.3%(61%(3) establishes aminimum package of health
care services which an HMO must provide or arrange far. This is intended to
assure that the enrollees obtain at lesst a sufficiently broad range of services
meet a reasonable amount of their health care needs. At same time,
however, the definrtion should not be so broad as to be financially prohibitive ©
a substantial number of enrol less.

Since no HMO may function without erther a cartificate of authority and since
an HMO must fumish basic health care services, no health care services may be
Bgsoylded or arranged for on a prepaid basis without the minimum package of

ic health care berefits. Inis serves_two purposes: (@) It requires the
provision of adequate protection and (0) It prevents the ‘avoidance of the
goplicability of the Act by the mere expediency of falling to meet the minimum
package requirements.

In addition, the HMO may fumish additional services, certain limited
indemnity berefits and more comprehensive indemnity berefits. These
additional services and benefits can be put together in any one of a variety of
V&&XS. The indemnity or service benefits might cover such situations as

—of-area emergency servicess, aut-of-area berefits for dependents away at
ool[ercp or_services which_the affiliate providers lack the capecity to make
aaildle. This fledhility in piecing together the package of cove through
direct and ndirect services and Indemnity benefits enables an HMO type
operation tomeet health care needs in awide variety of circumstances.

The definition of an HMO affords wide latitude for different arrangements.

This hlghI%/ Tlexible approach seems best suited to our diverse and pluralistic
society with problems varying from locality © locality. Flexibility will allow
continued innovation and _experimentation with different organizational
structures. It may be essier_to recruit health personnel iIf a number of
altemative approaches are available. Consistent with this philosophy is the
absence of any requirement ofa minimum number ofemployees or ofa mandate
as t whether or not the HMO should be a profrt or nonprofit organization.

Permitting both profit and nonprofit organizations will broaden_the finacial
and managerial resources whicn can be drawn upon in developing the HMO

Parag]raph © defines uncovered Iitures. These are expenditures for
health care services for which the HMO is at nisk. Th%y will vary in type and
amount, depending on the arrangements of the HMO. They ‘may “include
out-of-area sarvices, referral servicss and hospital services. They do not include
expenditures for services when a provider has agreed not to bill the enrollee
eﬁmh _the provider is not paid by the HVO, or for services that are

d, insured or assumed Dy a person or organization other than the

ealth maintenance organization.
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Includes reference oHMOs in related statutes.

SeciionlL

This isa temporary grandfather clause for existing HMOs .
Section 5

This section provides for applying AS 21.86.310(aj t new or renewal contracts
or agreements but not those existing.

Section 6

Provides for an immediate effective cate.

Technical Amendments .Necessary

Page 10, lire 11, "AS 21.42.140 and 21.42.150" should read "'AS 21.42.120 and
21.42.130"

Page 10, lire 11, "'AS 21.86.210" should read "'AS 21.87.180"

Page 10, lire 14, "'AS 21.42.140 and 21.42.150" should read "AS 21.42.120 and
21.42.130"

Page 10, lire 14, "'AS 21.86.210" should read "'AS 21.87.180"

Page 23, lire 24, add 'The director of insurance may adopt regulations
necessary to carry out the director § duties under this chepter."

6381D/22390a -13-
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More andmore, (x>skxmsciousAmericans are choosing healthmaintenance

organizatiomforthefrmedicalcare. Butbeuxne:NotcMarethesame.

SAIDHEALTH PLANS
offercompreben-
?*vcmedical care fara fixed
fee- have beenrevolution—
izingourbe&hb-care deliv—
erysystem.Mostcommon
*re health maintenance or—
ganizations, orHMOs : You
pay asinglepremium ana
are covered for all your medical needs,
including surgery, hospitalization and
access to a complete range of special —
ists. maternity and emergency carc,
sometimes even physical therapy, den—
tal and vision care.

More than 31 million Americans are
enrolledinHMOs . But, after ISyearsof
spectaculargrowth,membership has lev—
eled off. Dozens of the nation®s approx—
imately 650 HM O s are losing money.
This translates into cutbacks inservices
or, worse, thesickand elderlybeing left
without crucial medical care.

No ooe yet knows the prognosis for
thesehealthplana-Jwhich, ideally,com —
bat1l N costswithtartcomprom ng the
qualityofcaw. A key question: Do big
business and good medicine mix? That
is, canwe realisticallyexpectH M 0 exec—
utives (0 care more about the medical
well-being of theirmembers thanabout
shewing profits to their stockholders?

I spent months investigating HMO s
throughout the country. 1 talked with
scnresofH M 0 members and physicians,
government officialsand executives of
the health organizations. 1 was highly
impressedby mostoftheH M 0 s 1lvisited.

I was apoalled by some of the others,
most particularlyby testimoniesu d oth—
ercvidenoe that fast-bock artists, politi—
cal fixerssod unethicall physicians have
moved into same HMOs m tnmy sec—
tions of the country. From what I saw
and beard, here®s bow to tell ifyou"re

BY D ONATLI

E,vm ePMC 17

getting the best care from your HMO :
The ABC* of HMO* . There are two

major types. Cmpml(ﬁplans pro—

vide medical services at centers staffed

theprenmises,

patientcare ifone central location. Indi—

lans (1PAs) offermedi —
cal care intheprivate offices of doctors
under contract to them: The advantage
isa wider choice of physicians. These

doctorsSometimes receiveamonthlypay —

ment for every IPA member who has
signed up with them. - =

In general, ifyou enroll inanHMO ,
you are"locked in" to itsdoctors. Ifyou
consult another physician without the
H M O ®approval, youmost payhimout

ofyourown pocket The avetagemonth —

ly cost of membership inan HMO is
S209 forafamily, S77 foran individual.
Today, HMOs arep m of the bealtft-
benefits package thatmany companies
offer theiremployees. Such was thecase
with Sharon Jordan of N. th Cantoo,

Ohio. She enrolled in the Health Main —
tenance PlanofCotmouiityMutual Blue
Cross *Dd Blue ShieldofOhio InMarch

1986, when she startedworking forBuck —
eyeColorLabs. ThatJuly, her 15-year-uld
daughter, Kristin; was ina serious auto
crash inCanada-She suffbred a shattered
pelvis,ahairlineskull fractureand abead
injury thatcaused her brainsoswell. For
amonth .Kristinlay Inacoma. TNvice che
developed poenmonia and almost died.
She was flown by airambulance to the
ClevelandClinic for treatment. Then she
had to be transferred to a rehabilitation
hospital inWarren, Ohio; for physical
therapy. The HMO * s doctors monitored

Kristin“scare, and the ptan”paid 70 per—

cent of her S100.000 medical bill.

Itwai a miracle that my daughter

»

1 0 BINS 0.1Y

*»  1VvSy'-'rk- |
V'-y-v =iV He

is V-c >tk
pulled through so beautifully,* Mrs.
Jordan says about Kristin, who isback"
inschool full time.“And itwas toother Heres
miracle thatwe were covered by Health

Maintenance Plan. Otherwise, 3doe™** ealkn

know whatwe would have done.* m
InBrooklyn, N.Y., Mooas Seidman,
77, sellsbow grateful be is» Eldapian
for covering the high costs incurred by
Susan, hiswife of 54 yean. A |
EWaplsn isone of the four pilotpro—
grams ot theHealthCare Finauoe Adnrin-
tstntkm. Membership isUnfed lothore*~
65 and olderwho are covered by Medi -

<t'boaagwiMio im.itim Isottp
Tty O HiGFHsGNthoy.
famuys |

care isregulated- *

corainued .
4ome 3 'Ci I
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Bees by Beacon®, Kraus of California,
and many more!

+ IntimateApparel

+ Complete Satisfaction.
Guaranteed
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CMALOG plis*2 BONUS
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*2 BONUS COUPONgood ontauter
Nare.

Address _
s Zip

Clty. A
Dept. FXQ1,Rato Verde at34*1 St

OLD) PUEBLO TRADERS _RO. Boa 27800, TUcaon, AZ 85728-7800

The 1,600 most ewwiwaty
presetted dross m the
U.S. profiled

800 pages

32 pages of actual-size
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prescription pins

ben we first looked through THE PILL

BOOK, we couktat wait to make itavail*
able tocur reader*. Here- Ipone ecsy-to-

u k book- Iteverything you It)l/)ouid know about

jour prescription drug*. And at
thinkyou M find H to be an outstanding value.
This coosuroert guide toptlb Include*;
R Genericandbrutuna; dosages; aide
effect*; adverse reaetioas; warnings.
R 32 page* of actaal-sbc color photographs of prescription pUU.
R Spedal sections oa drag* and: fund*, k j , pregnancy, akokoi, chlldreannd
the elderty.

we

Based on the tame tntorroatioci your physician and pharmacist rehroo— THE Ptti.BOOK
gives the most Important tacts about each drug ina condse, readable lormnt.

We thinkthere should be a copy of thisvahuhle consumer g Idc ineveryborne. Order
your copy today!

Publishers Choic**-

GUARANTEE: llyou are rtksatWWri withyour purchase Inany way, youmay return tttora
prompt and hill refund. All orders are procesaed promptly aod noddcadoo will be test b
cate of delay Shipment Isguaranteed within 60 days.
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4171, De tCSDé*II:Pa,HuntingtaQ Station. NY 11746. IA. ILH . KE and MY residents add
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W MIcontinued

carePartsA and B .Inaddition tostand-
ardservices, itprovide*homemakers and
nUfSII’U—mem— Whenseidoian Lap-.
plied, be candidly reported that Susan,
72, bad advanced Alzheimer"s disease
and would need tospend the restof her
lifeinanursinghome. Elderplanaccept—
ed the couple anyway.

But not all HM O s are as reliable as
those. Among the questionable policies:
e Many HMO s designate their primary-
care physicians as “fatekeepers.” with
complete power over referrals to spe—
cialists, lab testsand otherservices. The
HMO s then “fahoo" care by financially
rewarding physicians who do not send
patients to expensive specialists.

"The conflict of interest isobvious,””
notesDr. Coleman R. Seskind, aChicago
internist. T h e doctoroftenhas tochoose
between bis financial wel l-beingand the
patient 3 welfare. The physician has to
persuade a patient againsthisown med —
ical judgment- against hiscode ofeth—
ics NOCto have labwork done because
ithurts his own pocketbook."

One tragic example of the conse—
quences of rationingmedical care isthe
case of a young mother of two in the
Midwest. She has filed a damage suit
against her HM 0 and two of its physi—
cians, charging that their laxness in
ordering appropriate diagnostic tests
resulted in a failure to detect tier cervi—
cal cancer prior to its spread.

In August 198S, the woman went to
her priraary-care physician at the H M 0
because of vaginal bleeding. She main—
tains that the physician failed to order a
Pap test or refer her to a gynecologist.
Six months later, the woman charges,
shewas allowed tosee theHMO " s gyne—
cologist, but hs didn"t order a Pap test
either. By May 1986. she says, she was
desperate and went to the emergency
room of a nearby hospital. There, doc—
tors made the appropriate tests, which
showed that she was riddled with can—
cer. The woman underwent a hysterec—
tomy, followed by radiationand chemo —
therapy, and finallyacolostomy. Her suit
charges that, to save money, the HM O
discouraged lab testsand referrals tospe—
cialist!. The case isstill in litigation.

« Many HMO s hold back a percentage
of themoney due theirdoctors until the
end oftheyean It'sacompelling reminder
to pinch pennies on paneni care.

« Some HM O s pay theirdoctors boouses
to limit treatment. Ooe H M O in Texas
reportedlypod itsoosaaridansonly5600
foravaginal delivery ifthemother stayed
inthe hospital for threedays— butS10ZS
when the doctors released the mother

she gave birth.

These questionable policies have not
gooe unnoticed by lawmakers. In late
1986, Congress passed a lawCot would
ban HMO* fromuurj financial incen—
tives of any type to induce doctors to
limit patient care. Both (he HMOs md
physicians would be subject to fines for

violating this law. But lobbyists
HMO s have persuadedCongress
pone itseffectivedate until April |
« Senale in Tstigators found tha
HMO s fraudulently enrolled sen
izenswithout theirknowledge an
Medicare for treatment that wat
delivered. An employee ofooe C
niaH M O detailed 10 cases inwl
enrolIment forms hi d been forgr

*The real crisis today iswith
that treat Medicare patients." sa
Ronald S. Brooow, a dermalolo
Los Angeleswho isexecutivevie
idemofPhysiciansWho Ore, an.
grass-roots organization that su
patients rights. "The elderlyuse tr
service*, costingprepaidplansmor
ey than younger, healthier patier
someHMO s areraisingpremium:
elderly, cutting theirbenefits- or.
ing them. Twenty-nine plans d.
renew theirMedicare contracts for
resulting in the disruption of hcali
for S4.000 senior citizens."

Dr. Paul M. Bllwood, chaim
ImerStudy, a research group in |
sior, Mims., and an expert on pr
healthjplans, cautions against tlev
salecriticismofHMO* . “Fixingth
tors *fee* until the end of the yer
example, iscommon among insc
companies, including Blue Cros
evenMedicare,”1* notes. T h e real
here i*thatmore medicine isnotai
better medicine. Ifa doctor is goi
allowmosey toheavily influence th
be give*his patients— whether toe
care or too much- 1°d say that's
docto. *nd NOCthatH M 0 * are necr
ilya bad system."

How toguarantee the bestcan
the facts. Sort by asking thesequest
1. What doe* your HM O manbe
indude: Drugs?Dental ewe? Eycgk
Hewing aids? What * the costtoy
including extras?

2. How many of your HM 0 3 do

areboard-certified?H ow are physi<

reimbursed? Are there inctntivi

induce them toskimp on care?

3. Can you choose the doctor you

fer? How long does it take to gt
appointment?H o w difficultisitto

suita specialist? - --wr.

4. I*yocr HM O affiliated With |
hospitals? R

5. what 3 thereimbursementpolk

emergency trcatmeua? Supposeyou

denly become very ill and mesSt ca
inoutsidedoctornot affiliatedwith-
HMO . Or you are in a serious acci

md irerushed toabomttal that ha
contractwithyourHMO . Who pay

bills- you ccyour HM 0 ?

6. Itthere an effectivequahtyetstrr,
programby c competent outsideoq
1ZXD0Q? “ »7 .7

7 “syourH M O financially ttabjec
dangerofdoting itsdoar*?Requwc
iesof itsframes] stsaeosents to see
facts and figure*.

8. Can members kftaecocc HM 0 p
des?Thb findout, askrtbcn n cniba™*

1K1 IKites-
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H M O D om 1T n an

By Richard Donahue

CHICAG O —Health main-
tenance organizations will become
the dominant financier of private
health carc in the U.S. before year
2000, a business-forecasting con-
sultant predicts.

Sometime after that, the nation will adopt a
Canadian-like national health insurance system, ac-
cording to Roy Amara, president of the Institute of the
Future, Menlo Park, Calif.

Mr. Amara secs an increased use of HMOs in the
1990s as away to check rapidly increasing health costs.
“l mean use of the real HM O's,’ he said, ‘the kind that
puts the hc3lth-carc providers at financial risk, the kind
Shat employs salaried physicians and the kind that puts
emphasis on wellness and preventive carc."”

Preferred provider organizations and managed fcc-
for-scrvicc plans arc not substitutes for HM O's, he told
attendees at a health-care symposium sponsored by So-
ciety of Actuaries of Schaumburg, ill. and the Ameri-
can Hospital Association, Chicago.

Rather, he said, they represent "palatable steps” to
HMOs, which were at first a ‘bridge too far" for many
people.

The HM O population in the U.S. will grow from the
approximately 30 million persons which now use them
to 60 million by 1993, and then up to 60 percent or 70
percent of all privately insured persons by the year
2000, according to Mr. Arnara. (Currently, the entire

c ¢

National Health
(iare 1N\xfiected
In Next Century

S een 1n M 0 s

privately-insured population is
170 million, according to the
Health Insurance Association of
America, headquartered in Wash-
ington, D.C.)

"In HMOs, patients will lose
their freedom to pick their own
physicians, and physicians will lose much of their
clinical and economic autonomy as they watch their in-
comes shrink,” Mr. Amara said.

He said the percentage of physicians who arc salaried
will increase from about eight percent in 1985 to about
35 percent in 2000.

Mr. Amara said Americans arc not prepared for the
dramatic changes coming in health care.

“The American public is not ready to accept ration-
ing or restrictions in health carc because health-care
costs still don’t bite deeply into the average household
income.”™ he said. “Only 5 percent of income goes for
health expenditure now."

This will change, lie said, asemployers arc forced to
shift more of the burden of health-care cost to
employees. Employers, who now pay more than 40
percent of the nation's health-care bill, will demand a
bigger say in how the money is spent, he said.

Hcalth-carc costs, now at more than 11 percent of
GNP, will, according to government predictions, be
between 15 and 18 percent of GNP by the end of the

century, he said.
Contd on Page 22

Dominance
Of HMOs Seen

By The 1990s
Conedfrom Page 2!

But employers and the govcrn-
mcnt—which pays about half of
hcalth-carc costs—cannot tolerate
such a level, he said, predicting that
health costs will level off at 13.5 per-
cent of GNP by the end of the cen-
tury.

He said a national health-care

system, when it comes, will be
similar but not identical to the
system in Canada ‘“where govern-

ment is the insurer and taxes finance
the cost.™

State governments and private
health insurers undoubtedly will play
a more significant role in a U.S.
system than do the provinces and in-
surers under the Canadian system,
he said.

A U.S. national health system will
mean there will be fewer, but larger,
health insurers, he said, some of
which may be employed to admin-
ister the national plan. O
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"For the year ended Dec. 31, 1988,
659 HMO's were inoperation. An —

other seven were under development.1

Operating HMO's reported total
enrollments up 8.7% to 33 million in
1988, compared with 1987 when 707
operating HMO's reported more
than 31 million enrollees.

The number of operatingHMO s
fel 6 8% in 19838, compared with a
12% increase in 1987. An industry
shakeout had been predicted for

several years. The industry is likely
1o continue its consolidation through
1993 as the number of HMOs falls
gradually each year.

HMOs are increasing their market
penetration nationwide. Plans in 28
states reported enrolling 10% or
more of their state 3 residents in
1988 (Figure 1), up from 24 states in
1987 and 20 a year earlier.

HMOs also successfully reduced
the number of days that their
enrollees spent in hospitals in 1988.
Average annual hospital days per

anlnutd Pl

Figure 1. HMO market penetration (percent) by state, 1986.

souk!* 8V MerMIIru Qroup irc.; Mulon Lfbou. afiti. Irc., VB,
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1,000 non-Medicare members

Table 1. Selected HMO utilization and pramlum awages by state, 1908,

dropped to "64 from 377.2 a year gospital Bhvelol .
earlier (Table 1). . 1,(}())/(’)5 rﬁ)g;- enC)(l)eurc])tg?S Virgité Premiums
Nearly 16% of HM O s operating at Medicare per psr
year-end 1988 offered an open- Stats numbers member number Family Individual
ended option, the newest and fastest Alabama 300.7 3.0 4.8 $228.81 $87.14
growing HM O product. An open- Arizona 202.0 3.7 3.9 250.44 64.62
ended plan offers enrollees the right é;ll(i?onrsnai; g?gli gg ég géf?g gggg
) . Connecticut 4028 3.9 3.1 282.40 112.98
HMO orto go outside to the physi- Doiawaro 360.0 0.2 0.4 229.88 89.99
cian or hospital of their choice. D.C. 362.7 29 33 236.32 89.80
HMOs with open-ended options Florida 335.9 3.3 20 220.67 83.42
expected to have nearly 2 million Georgia 385.0 4.6 35 237.80 90.29
enrollees in these plans by year-end Hawaii 308.7 43 4.6 221.01 77.00
1989, an increase of 17.3% from Idaho 212.0 — — 227.50 93.50
year-end 1988. Enrollment in open- Hlinois 369.2 4.2 2.8 22720 86.47
ended plans rose 53% to 1.6 million :ng'jma g’fgg gg 2.9 gfg% g(l)ig
4.8% of all HM O I Ken_tu_cky 370.0 - — 238.99 85.44
-/ ot allt enrofiees. Louisiana 406.0 3.7 0.2 235.46 85,86
Non-Medicare enrollees averaged Maine 3433 — — 246.33 9687
3.7 ambulatory visits each to their Maryland 328.4 3.7 34 255.38 88.78
IMOs in 1988, according to 167 Massachusetts  389.1 35 42 292.27 109.89
reporting plans. HM Os averaged 3,7 Michigan 306.0 3.7 51 243.91 95.82
physician encounters and visits per Minneaota 362.4 4Q 4.6 229.82 86.53
non-Medicare enrollee in 1988, ac- Missouri 394.3 2.8 14 250.50 90.45
cording to 233 reporting plans. Montana 375.0 4.4 3.1 205.00 80.00
The average family premium Nebraska 329.8 2.6 - 253.75 94.50
charge for al HM Os rose 11.8% in Nevada : . q . 300.00 115.00
New Hampshire  304.0 49 35 281.50 100.50
1988 to $242.50 per month from New Jersey 4102 3.0 37 29279 88.52
$216.82 in 1987 (Table 1)."BI0 New Mexico 305.0 35 - 27227 104.68
, , o Naw York 374,0 3.7 2.3 216.21 88.12
Egg?{;a’;%t@Thﬁgfﬁertfﬁé"crrgal}g used In this North Carolina  332.8 38 2.0 235.63 86.34
K) p 8 rareport based tm the same data North Dakota 359.0 6.9 2.7 250.24 105.29
Ohio 404.2 3.6 32 251.35 93.45
To obtaln a /roe copy of this TZ.poge report, Oklahoma 300.0 3.9 9.9 253.17 87,00
T ety A S B
: Pennsylvania 376.5 3.5 24 221.64 83.59
MO MLH-O4HO, (BLf) %4-40(K), ext. 44, Rhode Island 3605 45 - 24250 10150
-South Carolina 306.7 3.1 0,7 186.67 72.33
South Dakota 578.8 44 4.4 280.54 91.30
Tennessee 432.6 4.0 2.1 245.38 06.76
Texas 356.9 4.0 3.0 254.40 90.48
. Utah 288.7 2.7 4.2 278.40 80.25
Volume 6 Number 15, wrilicdl Bertfin Vermonl — - - 206.00 82.00
(ISSN Oihlqg{ﬁ) Is plllgtlrl]sht]gd 2 tlmestﬁer Virginia 392.1 3.6 30 282.89 108.44
5560 per aﬁg,t,p,egugggr,pq}gﬂ Washington 320.1 4.2 33 242.99 84.54
rates avallab upon request Letters to the Wisconsin 383.2 4.7 3.7 253.51 20.57
cdiorilone el Conruniceton, Wyoming 500 40 17 2000 %00
Virginia 22501 (804) 296-5676. Total U.S. 384.0 3.7 37 242.49 90.90
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Aissks, Mississippi and wast Virginia had no opsrating HMOs in 1B58.
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How Cost*Effective Is Your Health Plan?

July 1069

"To determine your plan's rating, add up the points in-
dicated for eacn answer, than compare youc total with
those lllustrated on tha plan (valuation chart at tho ond. Il
your plan's cost-ellectlvensss rating la less than ‘excellent,’
you should consider Incorporating some cost-effective
features your score ahowa are missing from your plan."

1 Ooea your plan have first-dollar covsrage lor
hospitalisation?
A) (+20) No/Do have hospital pra-carilfloatlon
B) ( -6) NofNo hospital pre-certification
O (-15) Yoe/Do have hospital pre-cartlflcation
D) (-30) YeifNo hospital pra-sertllication

2. Does your plan have llret-dollsr coverage for
medicalfsurglcal services?
A) (+10) No/Do have pro-certllication
B ( 0 NofNo pre-osrtlfloation
O ( -5) Yes/Do have pre-certllication
0) (-15) YesfNo pra-cartlflcation

3 Your group plan's major modical deductible ia
A (+10) 1300 per calendar year or more
0) (0 More then 1100/lass than 1300
pet calender year
C) (-20) 1100 per calendar year or leas

4. Is your major medloal deductible Indexed to your
company's employees’ earnings?
A) (+10) Yes/Also Indexed .u trend increases
B) ( +5) Yes
O( ONo

fi. Your major medical co-Inauranse out-of-pookct limit Is:
At (+10) Mora than 11,000 par employee per year
B ( Q More than 1500/up lo 11,000
per amployse par year
O (- 10 1500o0r less per employee per year

s. Is your major medloal oo-Insuranoe limit Indexed to the
employees' earnings’
_A) (+10) Yes/Also indexed 5trend Increases
B ( +5) Yes
O ( ONo

7. Does your plan Include a large olalms manigemsnl
revlewfasslstanee service?
A (+15) Yes/Alao Includes psychiatric Claim
review
B (+10) Yes
O (-10) No

8. Ooea your plan Include a limit, or a review service, lor
chiropractic and/or podlatrlo oars?
A (+5 Yas/Chiropractlc and podlatric care review
B) ( 0) Yes/Chiropraclic or podlatriccare review
0 (-6) No

0. Doss your plan Inolude a hospital bill audit service?
A (+5 Yes
0) (-5) NO
to. Does your plan heve a pre-existing conditions
limitation for new hires?
A (+10) Yes
B (-10) No

11. Do you require employee contributions tor dependent
ooveraga?
A (+ 10 Yea/Dependants only
B ( 0 No

12. Do you have an employee assistance program (EAP)?
A (+3 Yes
B ( 0 No

13. Do you provide a wellness program or Incentives lor a
healthier lllestyle?
(+9) Yes
B) ( 0 No

14. Doss your plan Inolude a mail-order or prescription
drug program?
A (+9 Yer
B ( 0NO

16. Does your plan Inolude s preferred provider
orgenliatlon (PPO(?
A (+13 Yos/PPO pays
B ( +6)Yss/PPO pays 100% ofeligible charges
__C) (-10) No

18. Do you provide employees with an HMO option?

— A (+15) Yes/HMO experience la Integrated with
primary plan's experience

— B ( +6) Yas/HMO Is a atand-aiona service— less
than 20% of employees participate

-— O <-6) Yes/HMO Is a stand-alone atrvica— more
man 20% of employees participate

—D 1 0 No

17. Do you actively police the coordination ol benefits
provision of your program?
A (+10) Yes
B (-10) NO

18. Is your welling period (or new entrants long enough to
avoid providing covsrage during the Initial ‘ heavy
turnover' period?

A (+9 Yes
B (-6) No

18. Do you have an In-house COBRA compliance system
or use an outside service?

A (+10) Yes/Includes notification ol new hires,
qualifying event notification, monitoring
of eligibility period, mommy bill
processing and management

S | 0 Yes/But doesn't Include all of the above

O (-10) No

20. Do you provide retiree health covaraga?
A (+10) NO
B) (-10) Yas/Conirlbutory
O (-15) Yes/Non-Contrlbutory

Plan avaluatlon

Anticipated
Total point* Plan rating rale Inoresse
170-185 Excellent 0%-tOV.
130-170 Good 10%6-20%
tO0-130 Fair 30%-40%
60-100 Poor 40%-50%
under 60 Disastrous 60% +

less than 100%ot chargee

Copyright. Axdlied Benefit!. Research. Inc.. 1389



Model Regulation Service- May 1982

Model Health Maintenance Organization Act
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Section 1 Short Title.
This Act may be cited as the Health Maintenance Organization Act of (insert year).

Introductory Comment.

The rising cost of health services l(n recentarears ha Ied overn ent 8res grrvate organiza-
tro”s an Iegrslatrve %drels to seek alternatives co ona v sstemw IC
Wi pr vr rove care at a lower cost. eat enanceor anization i ?con
Cei%tht el |eve erved much attention as one means throug an improvement in delivery

Shortcomings of Existing Health Care Delivery System

S e T
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e
areas of t country ther?(/aﬁ
care in terms of t equantrtX anpower an tre IS Inade venw e siclans,
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u
and 0 exist, the ma R ccessr% lat e t0 pqor ocatrn Do
manaq? t lac 0 tra tatro lan z{eo racra [riers, Jn¢onvenient.hours, etc: ang g}
Evenif health carg IS avar ean acces

not reated as g person with acontrn ! rraarryart/%t“eco?trnugtresmthattrsra%hserp%eapgltrele
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at least in part, have been a&trr uted §q t { ack ofresponsi |I|ty veste

ey and continul
t Inonep
organization to assuret elivery of health care.

erson, group, [
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Medical Care Foundations

,ft\varratron o(”rrre HMO concegt IS .Seen in so eme?rcal cae foundatlons Ahthou hrndrvrduaJ
oun datl B reatl fall, .a foun tronr or medjcal care 1S usua ¥ W nsored a
a cou edical society. The membership consists of physicians who

ap Efy 5and are accegte by Pl e o

Those medjcal care foundatroHs which can be consr ered asavarranto .the HMO concept, ofte
contract wrt an Iinsurer or ot erPre r%/ment . hospifal or med ca serV|ce corp ratro[r
to Brovreco rage meetin cerar Inimum criteria co srstent Wit Hae d(erverx ualit
medical care. The insurer cgl ﬁtst remiums, romotes ma[) ets a es

grﬂgnerthheer terrr]er mgﬁrre]ra rtﬁe fgun/él(t:%n Sne Vi nro:pe%nyA %rsuc hill (r)rlrJ ns aF'eOQnVXr%e%)r-
servrce basrs the amog chaqJ eenro % |xe df(orepa wrthoutre g to.the num e
o]ndatrone fa IS ome deeélrevre omonrtor oton

g ? sfe wces use P
C arqes but a % Y nf g/ ca e rendere nce. the amaunt.o |ncome
es not varY with the number or typ o( vrc rovided, mcent ve(? Xist to mal tarnco fs at
as low a leved as possible owever un con ept escrr ove, even t oug

cran SeryIces aredpregoard from th e |en er II%I Xr eﬂo srcrans Viewpoint,

0r-se vrcg pria fice IS m mtarned ert 8 a ct, this peo organ atronjucal ed
an Individual Practice ssocratron ype

The Need for State Authorizing and Regulatory Legislation
From 19 Oto 19 3 he mrnrstratron and commrItees [F hoth houses of Congress so]ent mucr]

anaﬁzrn marntenanc%ﬁ mon rnatrv In connect nationa
hrn ea era assistance billsfo s, srs resulte |nt e enactmen
e fe era ctrn rncet en, t en arHtenanceoalanrzatro san
o num E ro ees rown 1 |d3/ no owever, Tew.states had a
stattrtorx ramewor tal ored tot ervrsr fhealt marntenance or anrzatror(ris harter-
Icensing, contract and rate 8 atign, and other sugervrsron was being carrie ciut un er
ration statutes, other specl fues,

eeraI msw? ce Iaws os i ical servroe corR ﬁa
el O e i e R
L@‘s Pljherefao) e, In 17 eNerg o,oEteP

aﬁth r\n)arntenance anization Act
ch accommodates t the unique Teature

Purpose of a State Model Bill

The model bill cIearI\% aur]horrzes the establrshmeM%A eratran of HMO. R strrctrve grovr

sions In other laws are | a ropriate to H re Ircab pproprigte
rants o uthority are establr éprPtope le the opuﬂ t}neaﬂﬁrc on env
t?w t l?/soun |c|ent

e e sam trmef however the pu |c hasavrta |nterest
and ethica opera(on srsE case with insurange an laos |a(f asrr(:ja)vervlrgg
PRATCR oottt

corporations, H cte with t ic Interest.” Reqylatory sa
to the unique nature S‘r’?nﬂ es are essentral %s the purpose% tén )
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,EIHOS o a Wi evang mcelrlr(é ﬁ n nhased upon t egme | agcare oun atr nor Indi ﬂ\;a[

r ctrc assocl tron concept Penvrronm nt gesr ne ermrt | e
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afrj%rlynsirs?em ure improvementan eveIopmen of this alternative rm o It care

IS"moae

Cﬂ course, It.1s also Possrble that the statu ?—IMOa lven State are presently. broad enouHh to
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ro rra authorrt (}o ate t ﬁose tates, a érch as this ey e esrra ernor
onsor date an efin orecear the authorit or and manner of r gofn
oweve |imas){ e to form Hun er exir.ting laws In omF stales hefore assahge of
odél fe atro an It isanticipated that such programs can develop concurrently wititany

egrs ative ac IVIty.
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Comment. Subsection (6) definesan HM O to be any person thatundertakes to provide or ar-
range for at least basic health care services on a prepaid basis. This can achieved either la)
by providing the services directly through physician or other providers actually employed
by the HM O and through hospitals or facilities owned or directly operated by the HMO, or
Ib) by contracting or arranging with physicians, hospitals or other facilities co provide such
services. The term “arrange” does not contemplate those traditional arrangements which
hospital or medical service corporations make in conjunction with their prepayment service
plans pursuant to hospital or medical service corporation laws. If it were otherwise, the
traditional hospital and medical service corporation prepayment service plan, by itself,
would be an HMO .

Subsection (2) defines basic health care services. This definition, combined with tho require-
ment that an HM O provide for basic health care services in Sections 4(2)(c) and 18(l)(c),
establishes a minimum package of health care services which an HM O must provide or ar-
range for. This is intended to assure that the enrollees obtain at least a sufficiently broad
range of services to meet a reasonable amount of their health care needs. At the same time,
however, the definition should not be so broad as to be financially prohibitive to a substan-
tial number of enrollees. Services for mental illness and alcohol and drug abuse are not in-
cluded because they are often not covered by insurance or hospital or medical service plans
and their inclusion would create a competitive disadvantage of HM 0 ’s. If a state believes
that such services, or others, should be included as basic health care serv :es, all carriers in
the state should be required to offer or cover them.

Since no HM O may function without °ither a certificate of authority (see Section 3(1)) and
since an HM O must furnish basic heaan oare services (see Section 4(2)(c)), no health care
services may be provided or arranged for on a prepaid basis without the minimum package
of basic health care benefits. This serves two purposes: (a) it requires the provision of ade-
quate protection and (b) it prevents the avoidance of the applicability of the Act by the mere
expediency of failing to meet the minimum package requirements.

In addition, the HM O may furnish additional services, certain limited indemnity benefits
and more comprehensive indemnity benefits. (See Section 5(I)(f).) These additional services
and benefits can be put together in any one of a variety of ways. The indemnity or service
benefits might cover such situations as out-of-area emergency services, out-of-ar*5®benefits
for dependents away at college, or services which the affiliated providers lack the capacity
to make available. This flexibility in piecing together the package of coverage through
direct and indirect, services and indemnity benefits enablesan HM O type operation to meet
health care needs in a wide variety of circumstances.

The definition ofan HM O affords wide latitude for different arrangements. This highly flex-
ible approach seems best suited to our diverse and pluralistic society with problems varying
from locality to locality. Flexibility will allow continued innovation and experimentation
with different organizational structures. It may be easier to recruit health personnel if a
number of alternative approaches are available. Consistent with this philosophy is the
absence of any requirement of a minimum number of employees or of a mandate as to
whether or not the HM O should be a profit or non-profit organization. Permitting both
profit and non-profit organizations will broaden the financial and managerial resources
which can be drawn upon in developing the HM O concept.

Subsection (9) defines uncovered expenditures for use in Section 13. These are expenditures
for health care services for which the HM O is at risk. They will vary in type and amount,
depending on the arrangements of the HMO. They may include out-of-area services, referral
services and hospical services. They do not include expenditures for services when a pro-
vider has agreed not to b;'l the enrollee even though the provider is not paid by the HM O, or
for services that are guaranteed, insured or assumed by a person or organization other than
the health maintenance organization.
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Ic) The health maintenance organization will effectively provide or arrange for the provi-
sion of basic health care services on a prepaid basis, through insurance or otherwise,
except to the extent of reasonable requirements for co-payments;

(d) The health maintenance organization is financially responsible and may reasonably be
expected to meet its obligations to enrollees and prospective enrollees. In making this
determination, the commissioner (director, superintendent) may consider:

li) The financial soundness of the arrangements for health care services and the
schedule of charges used in connection therewith;

(i) The adequacy of working capital;

(iii) Any agreement with an insurer, a (hospital or medical service corporation), a
government, or any other organization for insuring the payment of the cost of
health care services or the provision for automatic applicability of an alternative
coverage in the event of discontinuance of the health maintenance organization;

(iv) Any agreement with providers for the provision of health care services; and
(v) Any deposit of cash or securities submitted in accordance with Section 13.

()  The enrollees will be afforded an opportunity to participate in matters of policy and
operation pursuant to Section 6;

(f) Nothing in the proposed method of operation, as shown by the information subm itted
pursuant to Section 3 or by independent investigation, is contrary to the public
interest; and

(9) Any deficiencies identified by the (commissioner of public health) have been corrected.

A certificate of authority shall be denied only after compliance with the requirements of
Section 21.

Comment. A health maintenance organization combines several characteristics of an in-
surance operation (including the need for financial responsibility, the assumption of risk
and similarity in marketing activities) with the characteristics of a health care delivery
system. Section 4 provides for the authorization and regulation of health maintenance
organizations to be carried out through existing state agencies. The creation of a new
agency specifically for health maintenance organizations would unnecessarily duplicate
existing functions in the state insurance and health departments. It is felt that the exper-
tise of the state insurance department on fiscal and other regulatory matters and the
familiarity of the state health department with regard to healtn matters should both be
utilized in the regulation of health maintenance organizations. To minimize administrative
problems, the prime responsibility for administrction is vested in one agency—the in-
surance department. However, to the extent possible, the responsibilities of the two agen-
cies are clearly defined with the insurance commissioner obligated to rely on the health
department with respect to the latter’s sphere of expertise.

Subsection (I)(b) empowers the commissioner of public health to establish and apply stan-
dards of quality concerning health care. Among the arguments raised against quality con-
trol are: (1) they may limit the number of HMO's which will get started, (2) quality
assurance procedures will prove to be expensive and (3) such controls will engender opposi-
tion from certain providers. On the other hand, existing methods for quality control are said
to be fragmented and inadequate. If the states are to authorize and encourage HM O ’s by
this legislation, they have an obligation to assure that the health care services provided are
of reasonable quality. This is particularly true because of the built-in incentive for ah HM O

to restrict the utilization of sen ices due to the incentives to stay within a fixed budget.
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(2) lal A health maintenance organization shall file notice, with adequate supporting infor-
mation. with the commissioner (director, superintendent) prior to the exercise of any
power granted in Subsections (l)la). (b) or (d). The commissioner (director, super-
intendent) shall disapprove such exercise of power only if in his opinion it would sub-
stantially and adversely affect the financial soundness of the health maintenance
organization and endanger its ability to meet its obligations. If the commissioner
(director, superintendent) does not disapprove within (insert number) days of the
filing, it shall be deemed approved.

ib) The commissioner (director, superintendent) may promulgate rules and regulations
exempting from the filing requirement of Paragraph (a) those activities having a de
minimis effect.

Comment: The exercise of authority granted in Subsections (l)(a), (I)(b) and (L)(d) shall be subject
to disapproval by the commissioner within (insert number) days of a filing by a health
maintenance organization. The commissioner may promulgate rules and regulations exempting
certain contracts from the filing requirement where exercise of the authority granted in the sec-
tion would have little or no effect on the financial condition and ability to meet obligations of the
organization.

Section 6. Governing Body.

(1) The governing body of any health maintenance organization may include providers, or
other individuals, or both.

(2) Such governing body shall establish a mechanism to afford the enrollees an opportunity to
participate in matters of policy and operation through the establishment of advisory
panels, by the use of advisory referenda on major policy decisions, or through the use of
other mechanisms.

Comment: While Section 3(1) should adequately override restrictive laws related to
membership of a governing body, Section 6(1) makes explicit the permissible membership of
such agroup. The model bill does not, however, require that a health maintenance organiza-
tion be consumer controlled. It is expected that HM O ’s controlled in a variety of ways will
be organized. Where organizations are not consumer controlled, it is believed that some
means for enrollee participation should be provided. For example, such matters as
availability, accessibility and continuity of health care services are factors which directly
confront the consumers and in which they have a particular interest. The disclosure of infor-
mation under other sections is also designed to assist the consumers.

Arguments against a role for the consumer include: (1) such participation is unnecessary
and perhaps even harmful to the efficient and professional delivery of health care services.
(2) aconsumer role will impede the initiation of an HM O since more people must be involved
and (3) consumers can always seek alternative health care. The arguments for a consumer
role seem more persuasive. These include (1) consumer participation results in a more
responsive organization, and (2) consumer participation is not the same as lay control over
the rendering of professional service.

Section 7. Fiduciary Responsibilities.

(1) Any director, officer, employee or partner of a health maintenance organization who
receives, collects, disburses, or invests funds in connection with the activities of such
organization shall be responsible for such funds in a fiduciary relationship co the organi-
zation.

(2) A health maintenance organization shall maintain in force a fidelity bond on employees and
officers in an amount not less than SI00.000 or such other sum as may be prescribed by the
commissioner (director, superintendent). All such bonds shall be written with at least a one-
year discovery period and if written with less than a thiee-year discovery period shall con-
tain a provision that no cancellation or termination of the bond, whether by or at the re-

est of the insured or by the underwriter, shall take effect prior to the expiration of 90
3ys after written notice of such cancellation or termination has been filed witn the commis-

ioner (director, superintendent) unless an earlier date of such cancellation or termination is
approved by the commissioner (director, superintendent).
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(b) Such charges may be established in accordance with actuarial principles for various
categories of enrollees, provided that charges applicable to an enrollee shall not be
individually determined based on the status of his health. However, the charges shali
not be excessive, inadequate, or unfairly discriminatory. A certification, by a qualified
actuary or other qualified person acceptable to the commissioner (director, super-
intendent). to the appropriateness of the use of the charges, based on reasonable
assumptions, shall accompany the filing along with adequate supporting information.

The commissioner (director, superintendent) shall within a reasonable period, approve any
form if the requirements of Subsection (1) are metand any schedule of charges if the require-
ments of Subsection (2) are met. It shall be unlawful to issue such form or to use such
schedule or charges until approved. If the commissioner (director, superintendent) dis-
approves such filing, he shall notify the filer. In the notice, the commissioner (director,
superintendent) shall specify the reasons for his disapproval. A hearing will be granted
within (insert number) days after a request in writing by the person filing. If the commis-
sioner (director, superintendent) does not approve any form or schedule of charges within
(insert number) days of the filing of such forms or charges, they shall be deemed approved.

The commissioner (director, superintendent) may require the submission of whatever rele-
vant information he deems necessary in determining whether to approve or disapprove a
filing made pursuant to this Section.

Comment: Subsection (l)(a) requires that every enrollee be provided with evidence of
coverage and allocates the responsibility for providing that evidence. Paragraph (c)
establishes requirements which such evidence of coverage must meet. Tho group contracts
to be filed pursuant to Section 3(3)(f) are not subject to the standards and filing re-
quirements of Section 8, since such group contracts are not issued to enrollees. Paragraph
(d) clarifies the relationship between filing requirements under this Section and under the
state insurance or hospital or medical service corporation law. Filing is required under
Paragraph (b) unless the form is already subject to filing requirements under existing state
law. However, where existing state law does not apply standards as strict as those con-
tained in Paragraph (c), such standards are, in effect, read into the existing law. Where the
filing under state insurance or medical or hospital service corporation law is required to
meet standards as strict us those in Paragraph (c), the former would be applicable. A state
may want Paragraph (d) to be revised to make specific reference to existing state laws.

Subsection (2)(a) provides for the filing of charges for health care services, i.e., that part of
the benefit package which is provided in the form of service vis-a-vis indemnity or service
benefits. Those parts of the package providing benefits under agreement with an insurance
company or hospital or medical service corporation will be subject to regulation in accor-
dance with existing laws.

Paragraph (b) neither requires nor prohibits community rating. Reasonable underwriting
classifications are permitted for the purpose of establishing the charges. Different charges
may be imposed on different groups of enrollees. Such a rigid requirement as community
rating would appear to be inappropriate when the competing financing mechanisms are not
subject to such aconstraint. Tne competitive disadvantage which such requirement might
impose could impede the development of HM O ’s.

Because of its somewhat different nature, an HM O is not required by this Act to meet
reserve requirements similar to those imposed on insurance companies. Thus it is important
that the charges be set at an adequate level. The requirement for certification by an actuary
or other qualified person along with supporting information is intended to assist the com-
missioner in determining adequacy. In applying the standard of excessive, inadequate, or
unfairly discriminatory, iti3 contemplated that the commissioner may consider the amount
necessary to assure a reasonable return on the initial and subsequent capital invested and
an amount needed to accumulate adequate funds to stabilize the level of charges dgainst
fluctuation due to inflation, changes in medical technology and related causes.
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Comment: Every health maintenance organization ia required to establish acomplaint system to
provide reasonable procedures for the disposition of complaints. The organizations may be ex-
pected to receive two types of complaints. One type is related to the basic health care services or
additional services furnished by it. The other type is related to that portion of the coverage in ad-
dition to basic health care services which is provided by insurance, hospital or medical service
corporations, or some means other than being furnished by the organization. For complaints aris-
ing from health care services, the administrative procedure to handle complaints should provide
the mechanism through which enrollees receive a fair and proper opportunity to have their cases
heard, including the use of binding arbitration as a means of resolving claims concerning
coverage. For complaints regarding benefits over which the health maintenance organization has
no direct control such as chose portions of the benefit package which are covered by insurance,
the health maintenance organization is responsible only for maintaining statistical information
and transmitting the complaints to the persons responsible.

In establishing the format for records and reports pursuant to this Section, the commissioner
may want to require disclosure similar to that provided for under the NAIC Model Unfair TVade
Practices Act. Section 4(10) of that Act requires, among other data, a record of total number of
complaints since the last examination, the nature of each complaint, the disposition of the com -
plaint, and the time it took to process each complaint. (See 1972 NA IC Proceedings | 443).

Section 12. Inveetmentn.

With the exception of investments made in accordance with Section 5]l)(a) and (b) and Section
5(2), the funds of a health maintenance organization shall be invested only in securities or other
investments permitted by the laws of this State for the investment of assets constituting the
legal reserves of life insurance companies or such other securities or investments as the commis-
sioner (director, superintendent) may permit.

Comment: Life and health insurers are subject to statutory investment requirements designed to
assure conservatism and liquidity in the handling of the insurer’s funds. Sound financial manage-
mentisanimportant elementin the variable operation ofan HMO. Furthermore, itiscontrary to
the intent of this bill to foster conditions which would enablean HM O to be used as a "front" for
a speculative investment operation. At the same time, however, it is recognized that foran HM O

to fulfill its expected functions, it may be both desirable and necessary for the HM O to invest a
portion of its capital funds in facilities and services to better enable it to meet its obligations.
Such investments may not conform to the traditional insurance law investment limitations. Con -
sequently, this section oxcepts this type of investment when approved by the commissioner in
accordance with the standards set out in Section 5(2).

Section 13. Protection Against Insolvency.

(1) Unless otherwise provided below, each health maintenance organization shall deposit with
the commissioner (director, superintendent) or with any organization or trustee acceptable
to him through which a custodial or controlled account is utilized, cash, securities, or any
combination of these or other measures that is acceptable to him in the amount set forth in

this section.

(2) The amount for an organization that is beginning operation shall be the greater of: (a) five
percent (5%) of its estimated expenditures for health care services for its first year of opera-
tion, (b) twice its estimated average monthly uncovered expenditures for its first year of

operation or (¢) $100,000.

At the beginning of each succeeding year, unless not applicable, the organization shall
deposit with the commissioner (director, superintendent) or organization or trustee, cash,
securities, or any combination of these or other measures acceptable to the commissioner
(director, superintendent), in an amount equal to four percent (4%) of its estimated annual
uncovered expenditures for that year.

(3) Unless not applicable, an organization that is in operation on the effective date of this sec-
tion shall make a deposit equal to the larger of: (a) one percent 11%& of the preceding 12
months uncovered expenditures, or (b) SI00.000 on the first day of the fiscal year beginning
six (6) months or more after the effective date of this section.
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Comment. Even though very serious problems can arise if a health maintenance organiza-
tion defaults on its contracts, fiscal control of health maintenance organizations in a man-
ner comparable to that applied to insurance companies appears inappropriate in view of the
service nature of such organizations. The best protection for enrollees is a financially sound
organization that generates net income. However, beginning health maintenance organiza-
tions are often small businesses with limited financial resources that will sustain operating
losses in their early years. Unreasonably high starting capital or reserve requirements may
prevent some organization from starting or may unreasonably tie up the capital of those
that do. Therefore, this Section provides for a structured but flexible approach to protecting
againstinsolvency. It requires the maintenance of a minimum capital account, a deposit of
cash or securities in a minimum account, and the organization's generation of additional
amounts annually as asource of funds to meet it9 contractual obligations to the enrollees in
the event of insolvency. The commissioner may waive all or part of these requirements
when satisfied that the organization has sufficient net worth or an adequate history of
generating net income to assure its viability. The requirements may also be waived if the
health maintenance organization's performance is guaranteed by another financially strong
organization.

The section relates the deposit requirements to the amount of the health maintenance
organization’s uncovered expenditures. This amount will vary depending upon the type of
organization and the nature of its arrangements with providers. For example, the physi-
cians of the staff of the organization or a contracting medical group or individual practice
association may agree to look only to the organization for payment of services provided to
the organization’s enrollees and agree not to bill them in the event of insolvency.* An
organization could have insurance for all or part of its hospitalization expense or another
organization could agree to guarantee that the liabilities of the health maintenance
organization are met.

In all such cases, it is recommended that the contractual provision require the provider or
guarantor to notify the commissioner if the provision or insurance is modified or no longer
in effectorifpayment on the contract or policy has ni.t been made in a reasonable period of
time. (Section 3(5) requires prior notification of cancellation of any reinsurance.- This can
provide an early warning of possible adverse changes in the health maintenance organiza-
tion’s financial position. In addition, the status of such provisions or policies should be
covered in annual interrogatories to the organization.

The requirement in Subsection (8) for a capital account only applies to organizations li-
censed after the effective date of the subsection. Thus, the capital account requirement
would have to be taken into consideration by persons starting anew HMO . If astate wishes
to apply the requirement to existing HM O’s, it should allow for an appropriate phase-in
period.

It is believed that these previsions and the related provisions of Section 4(2)ld), including
possible insurance backup arrangements, provide adequate assurances. The failure to pro-
vide assurances as required would subject the health maintenance organization to suspen-
sion or revocation of its certificate of authority under Section 18.

Section 14. Prohibited Practices.

(1)

No health maintenance organization, or representative thereof, may cause or knowingly
permit the use of advertising which is untrue or misleading, solicitation which is untrue or
misleading, or any form of evidence of coverage which is deceptive. For purposes of this act:

(a) A statement or item of information shall be deemed to be untrue if it does not conform
to fact in any respect which is or may be significant to an enrollee of, or person con-
sidering enrollment with a health maintenance organization;

*A Provision to accomplish this might read:
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(2) The commissioner (director, superintendent) may by rule exempt certain classes of persons
from the requirement of obtaining a license:

(a) If the functions they perform do not require special competence, trustworthiness or
the regulatory surveillance made possible by licensing; or

(b) If other existing safeguards make regulation unnecessary.
Section 16. Powers of Insurers and (Hospital and Medical Service Corporations).

(1)  An insurance company licensed in this state, or a (hospital or medical service corporation)
authorized to do business in this State, may either directly or through a subsidiary or affil-
iate organize and operate a health maintenance organization under the provisions of this
act. Notwithstanding any other law which may be inconsistent herewith, any two or more
such insurance companies, (hospitals or medical service corporations), or subsidiaries or
affiliates thereof, may jointly organize and operate a health maintenance organization. The
business of insurance is deemed to include the providing of health care by a health
maintenance organization owned or operated by an insurer or a subsidiary thereof.

(2) Notwithstanding any provision of insurance and (hospital or medical service corporation)
laws (citations), an insurer or a (hospital or medical service corporation) may contract with a
health maintenance organization to provide insurance or similar protection against the cost
of care provided through health maintenance organizations and to provide coverage in the
event or the failure of the health maintenance organization to meet its obligations.

The enrollees of a health maintenance organization constitute a permissible group under
such laws. Among other things, under such contracts, the insurer or (hospital or medical
service corporation) may make benefit payments to health maintenance organizations for
health care services rendered by providers.

Comment: Subse (2) overrides the group laws to permit an insurer or a hospital or
medical service corporation to provide coverage protecting enrollees of an HMO. This
authority is intended to permitinsurers and the service corporations to write coverage (1) to
fill the gaps which the providers of health care services do not provide, (2) to provide
coverage in excess of the services provided, (3) to cover catastrophe situations, (4) to pro-
vide protection to the enrollees in tne event the HM O becomes insolvent, and (5) to provide
coverage against the cost of health care services as the health maintenance organization
deems necessary. This section might also be redrafted to make specific reference to the rele-
vant Section of existing law.

Section 17. Examination.

(1) The commissioner (director, superintendent) may make an examination of the affairs of any
health maintenance organization and providers with whom such organization has con-
tracts, agreements, or other arrangements as often as is reasonably necessary for the pro-
tection of the interests of the people of this State but not less frequently than once every
three years.

(2) The (commissioner of public health) may make an examination concerning the quality of
health care service of any health maintenance organization and providers with whom such
organization has contracts, agreements, or other arrangements as often as is reasonably
necessary for the protection of the interests of the people of this State but not less fre-
quently than once every three years.

(3) Every health maintenance organization and provider shall submit its relevant books and
records for such examinations and in every way facilitate them. For the purpose of examina-
tions, the commissioner (director, superintendent) and the (commissioner of public .health)
may administer oaths to. and examine the officers and agents of the health maintenance
organization and the principals of such providers concerning their business.
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(2) A certificate of authority shall be suspended or revoked only after compliance with the re-
quirement.*; of Section 21.

(3) When the certificate of authority of a health maintenance organization is suspended, the
health maintenance organization shall not, during the period of such suspension, enroll any
additional enrollees except newborn children or other newly acquired dependents of existing
enrollees, and shall not engage in any advertising or solicitation whatsoever.

(4) When the certificate of authority of a health maintenance organization is revoked, such
organization shall proceed, immediately following the effective date of the order of revoca-
tion. to wind up its affairs, and shall conduct no further business exceptas may be essential
to the orderly conclusion of the affairs of such organization. It shall engage in no further
advertising or solicitation whatsoever. The commissioner (director, superintendent) may,
by written order, permit such further operation of the organization as he may find to be in
the best interest of enrollees, to the end that enrollees will be afforded the greatest practical
opportunity to obtain continuing health care coverage.

Section 19. Rehabilitation, Liquidation, or Conservation of a Health Maintenance Organization.

(1)  Any rehabilitation, liquidation or conservation of a health maintenance organization shall
be deemed to be the rehabilitation, liquidation, or conservation of an insurance company
and shall be conducted under the supervision of the commissioner (director, superintendent)
pursuant to the law governing the rehabilitation, liquidation, or conservation of insurance
companies. The commissioner (director, superintendent) may apply for an order directing
him to rehabilitate, liquidate, or conserve a health maintenance organization upon any one
or more grounds set out in (cite sections of state rehabilitation law), or when in his opinion
the continued operation of the health maintenance organization would bo hazardous either
to the enrollees or to the people of this state. Enrollees shall have the same priority in the
event of liquidation or rehabilitation as the law provides to policyholders of an insurer.

(2) A claim by a health care provider for an uncovered expenditure has the same priority as an
enrollee, provided such provider of services agrees not to assert such claim against any
enrollee of the health maintenance organization.

Comment. Section 19 provides for the rehabilitation, liquidation, or conservation of health
maintenance organizations to be carried out by the Commissioner under state laws appli-
cable to insurance companies. Inasmuch as all states have existing authority, itis felt that
the use of such statutes would be appropriate and would avoid the necessity of developing
new administrative procedures applicable only to health maintenance organizations.
Subsection (2) is designed to provide the maximum protection for enrollees by paying those
providers that can bill the enrollee before those that have agreed not to. However, in order
to obtain this priority, the provider must agree that the payment fully discharges the
obligation of the enrollee. Incidentally, the NAIC has recommended the adoption of a model
liguidation and rehabilitation act (See 1968 NAIC Proceedings | 214).

Section 20. Regulations.

The commissioner (director, superintendent) may. after notice and hearing, promulgate
reasonable rules and regulations, as are necessary or proper to carry out the provisions of this
Act. Such rules and regulations shall be subject to review in accordance with (insert section
number providing for review of adm inistrative orders).

Section 21. Administrative Procedures.

(1) When the commissioner (director, superintendent) ha? cev.se to believe that grounds for the
denial of an application for a certificate of authority exist, oi that grounds for the suspen
sion or revocation of a certificate of authority exist, he shall notify the health maintenance
organization and the (commissioner of public health) in writing specifically stating the
grounds for denial, suspension, or revocation and fixing a time cf at least (insert number)
days thereafter for a hearing on the matter.
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Sectioa 23. Penalties and Enforcement.

1)

(4)

The commissioner (director, superintendent) may. in lieu of suspension or revocation of a
certificate of authority under Section 18. levy an adm inistrative penalty in an amount not
less than (insert amount) dollars nor more than (insert amount) dollars, if reasonable notice
in writing is given of the intent to levy the penalty and the health maintenance organization
has a reasonable time within which to remedy the defectin its operations which gave rise to
the penalty citation. The commissioner (director, superintendent) may augment this pen-
alty by an amount equal to the sum that he calculates to be the damages suffered by
enrollees or other members of the public.

(@)

In

If the commissioner (director, superintendent) or the (commissioner of public health)
shall for any reason have cause to believe that any violation of this act has occurred or
is threatened, the commissioner (director, superintendent) or (commissioner of public
health) may give notice to the health maintenance organization and to the represen-
tatives, or other persons who appear to be involved in such suspected violation, to ar-
range a conference with the alleged violators or their authorized representatives for
the purpose of attempting to ascertain che facts relating to such suspected violation,
and, in the event it appears that any violation has occurred or is threatened, to arrive
at an adequate and effective means of correcting or preventing such violation.

Proceedings under this subsection shall not be governed by any formal procedural re-
quirements. and may be conducted in such manner as the commissioner (director,
superintendent) or the (commissioner of public health) may deem appropriate under
the circumstances. However, unless consented to by the health nr intenance organiza-
tion, no rule or order may result from a conference until the requirements of this sec-
tion or Section 21 of this act are satisfied.

The commissioner (director, superintendent) may issue an order directing a health
maintenance organization or a representative of a health maintenance organization to
cease and desist from engaging in any act or practice in violation of the provisions of
this act.

Wuhin (insert number) of days after service of the cease and desist order, the respon-
dent may request a hearing on the question of whether acts or practices in violation cf
this Act have occurred. Such hearings shall be conducted pursuant to (cite Sections of
mState Adm inistrative Procedure Act), and judicial review shall be available as pro-
vided by (cite sections of State Administrative Procedure Act).

the case of any violation of the provisions of this act, if the commissioner (director,

superintendent) elects not to issue a cease and desist order, or in the event of non-
compliance with a cease and desist order issued pursuant to Subsection (3), the commis-
sioner (director, superintendent) may institute a proceeding to obtain injunctive or other
appropriate relief in the (name of court of primary jurisdiction for actions of this nature).

Comment: Sections 23(3) and 23(4) authorize the commissioner to issue a cease and desist
order and to apply for injunctive relief. When the commissioner is not granted such
statutory powers, the language should be modified to provide for the legal steps to be taken
by the attorney general or other appropriate state official.

Section 24. Statutory Construction and Relationship to Other Laws.

1)

Except as otherwise provided in this act. provisions of the insurance law and provisions of
(hospital or medical service corporation) laws shall not be applicable to any health
maintenance organization granted a certificate of authority under this act. This provision
shall not apply to an insurer or (hospital or medical service corporation) licensed and
regulated pursuant to the insurance law or the (hospital or medical service corporation) laws
of this State except with respect to its health maintenance organization activities auth-
orized and regulated pursuant to this act.
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Section 29. Dual Choice.

Each employer, public or private, in this state which offers its employees a health benefit plan
and employs not less than twenty-five employees, and each employee benefit fund in this state
which offers its members any form of health benefit, shall make available to and inform its
employees or members of the option to enroll in at least one health maintenance organization
holding a valid certificate of authority which provides health care services in the geographic
areas in which a substantial number of such employees or members reside. Where there is a
prevailing collective bargaining agreement, the selection of the health maintenance
organization(s) to be made available to the employees shall be made under the agreement.

No employerin this state shall be required to pay more for health benefits as a result of the appli-
cation of this section than would otherwise be recuired by any prevailing collective bargaining
agreement or other contract for the provision of health benefits to its employees, provided that
the employer or benefits fund shall pay to the health maintenance organization chosen by each
employee or member an amount equal to the lesser of (a) the amount paid on behalf of its other
employees or members for health benefits or (b) the health maintenance organization’s charge for
coverage approved by the commissioner (director, superintendent) pursuant to Section 8 of this
act.

omment: This Section is similart(?ﬁ tion 1ﬁ1q_of the federal HMO Ac Rutextendﬁ the dual
cholce requirem nttlostate license Kﬁo s. The licens Pg reguneme ts of t |sactar8 ess Stﬁln-
gtear}tet Iggntshe%fﬁ erg,srequwements, s0 this provision will gssist in the development and growth of

Section 30. Severability.

If any section, term, or proyision.of this act shall be adjudged invalid for any.reason, suchjudg-
entysfwﬁﬁ not atrtrgct, me alr, or mvalléate any otﬁ rséctagn, term, orlﬂ[ov%lon 0 th acﬂ, bgt
the remaining sections, terms and provisions shall be and remain in full force and effect,

Legislative History (all references are 1o the Proceedings of the NAITC).

1973 Proc. 19, 11,141,192, 202-222 (adopted).

1973 Proc. 11139 ( is ofmocel).

1974 Proc. 112, 14. 405, 413 (avended).

1982 Proc. 119, 28, 431, 498199, 530-554 (revised and reprinted).
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The date in parentheses is the effective date of the legislation or regulation, with latest

amendments.
NAIC MEMBER

Alabama
Alaska
Arizona
Arkansas

California

Colorado

Connecticut

Delaware

D.C.

Porida
Georgia

Guam
Hawaii

Idaho

NAIC Copynght 1987

MODEL/SIMILAR LEGIS.

ALA. CODE 8§ 27-21A-1
TO 27-21A-32 (1986).

NO ACTION TO DATE

ARK. STAT. ANN. 8§ 66-5201 to
66-5228 (1975/1987).

COLO. REV. STAT. §§ 10-17-101 to
10-17-115 (1963/1986).

HB 99 Model pending
(1987).

NO ACTION TO DATE

GA. CODE ANN. §§ 33-21-1
to 33-22-28 (1979,1986).

NO ACTION TO DATE

NO ACTION TO DATE

RELATED LEGIS./REGS.

ARIZ. REV. STAT. ANN. 88 20-1051 to
20-1069 (1973/1985) "Health Care
Service Organizations".

CAL. HEALTH & SAFETY CODE §§ 1340
to 1399.64 (1979/1986) ("Knox-Keene
Health Care Services Plan").

CONN. GEN. STAT. 88 33-179a to
33-179t (1971/1987) "Health Care
Centers".

DEL CODE ANN. tit. 16
§§ 9101 to 9118 (1982).
See also tit. 18 88§ 6401 to
6406 (1987).

FLA STAT. §§ 641.17 to 641.33
(1985/1987).

IDAHO CODE §§ 41-3901 to
41-3934 (1974.1985). -
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Illinois

Indiana

lowa

Kansas

Kpntucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana
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MODEL/SIMILAR LEGIS.

ILL REV. STAT. ch. 111 12
§8§ 1401 to 1417 (1974/1987).

OWA CODE §§ 5148.1 to
5148.32 (1973).

KAN. STAT. ANN. §§ 40-3201 to
40-3227 (1974/1987).

LA. REV. STAT. ANN 88
22:2001 to 22:2025 (1986).

ME. REV. STAT. ANN. tit. 24-A
8§ 4201 to 4226 (1975/1986).

MINN. STAT. §§ 62D.01 to 62D.30
(1973/1986).

MISS. CODE ANN. § 41-7-401
et seq. (1986).

MO. REV. STAT. §8§ 354.400
to 354.550 (1983).

MONT. CODE ANN. §§ 33-31-101 to
33-31-405 (1987).

RELATED LEGIS./REGS.

IND. CODE 88 27-8-7-1 to 27-8-7-18
(1979/1987) ("Proposed Health Care
Delivery Plans").

KY. REV. STAT. 8§ 304.38-010
to U4 38-210 (19821986);

MD. ANN. CODE art 19 §8 701 to 734
(1982/1987).

MASS. GEN LAWS ch. 176G
8§ 1to 17 (<976/1986).

MICH. COMP. LAWS. 8§ 333.21001 to
333.21098 (19821986).
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Nebraska

Nevada

New Hampshire

New Jersey

New Mexico

New York

North Carolina

North Dakota

Ohio

Oklahoma

Oregon

Pennsylvania

Puerto Rico

Rhode Island
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MODEL/SIMILAR LEGIS.

NEB. REV. STAT §§ 44-3201 to
44-3291 (1378/1985).

N.J. REV. STAT. 8§ 26:2J-1
to 26:2J-3Q (1973).

N.M. STAT. ANN. §8§ 59A-46-1
to 59A-46-31 (1985/1986).

N.C. GEN. STAT. 8§ 57B-1
to 57B-25 (1979).

N.D. CENT. CODE §§ 26.1-18-01
to 26.1-18-35 (1983).

OHIO REV. CODE ANN. §§ 1742.01
to 1742.36 (1976).

R.. GEN. LAWS 8§
27-41-1 to 27-41-29
(1983 1907).

RELATED LEGIS./REGS.

NEV. REV. STAT. 8§ 6950.010 to
695C.350 (1973/1987).

N.H. REV. STAT. ANN. 88 420-B:1 to

420-8:22 (1977'1985).

N.Y. PUB. HEALTH LAW §§
4400 to 4413 (1976).

OKLA. STAT. tit. 63 88 2501

to 2510 (1975).

OR. REV. STAT. §§ 750.003 to 750.075

(1985).

PA. STAT. ANN. tit. 40 §8§
83-101 to 83-119 (1981).

P.R. LAWS ANN. tit. 26 88 1901 to 1927.
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South Carolina

South Dakota

Tennessee

Texas

Utah

Vermont

Virgin Islands

Virginia

Washington

West Virginia

Wisconsin

Wyoming
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MODEL/SIMILAR LEGIS.

S.C. CODE ANN. 8§ 38-25-10
et seq. (1987).

TENN. CODE ANN. 8§ 56-32-201
to 56-32-225 (1986/1987).

TEX. INS. CODE ANN. art. 20A.01
to 20A.35 (1975/1987).

VT. STAT. ANN. tit. 8 8§
5101 to 5113 (1979) (Most
of model.)

NO ACTION TO DATE

VA. CODE §§ 38.2-4300 to
38.2-4321 (1986).

W.VA. CODE §§ 33-25A-1 to
33-25A-28 (1977).

WYO. STAT. §§ 26-34-101
to 26-34-128 (1986).

RELATED LEGIS./REGS.

S.D CODIFIED LAWS ANN. §§58-41-1 to
58-41-97 (1974).

UTAH CODE ANN. §§ 31A-8-101
to 31A-8-406 (1986.1987).

WASH. REV. CODE ANN. 8§ 48.46.010 to
48.46.920 (1975/1986) (Parts of model).

See WIS. STAT. § 628-36 (2m) providing
that Commissioner may make rules for
HMOs. See also ch. 609 (1985) on joint
ventures.

NAIC Copyright 1987





