Stricken language would be deleted from and underlined language would be added to present law.
Act 1433 of the Regular Session

State of Arkansas As Engrossed: S4/5/13
89th General Assembly B 111
Regular Session, 2013 SENATE BILL 1122

By: Senator D. Johnson

For An Act To Be Entitled
AN ACT TO AMEND THE LAW GOVERNING HEALTH MAINTENANCE
ORGANIZATIONS; TO TRANSFER REGULATORY
RESPONSIBILITIES OF THE DEPARTMENT OF HEALTH FOR
HEALTH MAINTENANCE ORGANIZATIONS TO THE INSURANCE
COMMISSIONER; AND FOR OTHER PURPOSES.

Subtitle
TO AMEND THE LAW GOVERNING HEALTH
MAINTENANCE ORGANIZATIONS; AND TO
TRANSFER REGULATORY RESPONSIBILITIES OF
THE DEPARTMENT OF HEALTH FOR HEALTH
MAINTENANCE ORGANIZATIONS TO THE
INSURANCE COMMISSIONER.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 23-76-105(c), concerning penalties and
enforcement provisions applicable to health maintenance organizations, 1s
amended to read as follows:

(c)(1) If the commissioner er—the Direector of the Department—of Human
Serviees shall for any reason have cause to believe that any violation of
this chapter has occurred or is threatened, the commissioner er—the dircetor
may give notice to the health maintenance organization and to the
representatives, or other persons who appear to be involved in the suspected
violation, to arrange a conference with the alleged violators or their
authorized representatives for the purpose of attempting to ascertain the

facts relating to the suspected violation and, in the event it appears that
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any violation has occurred or is threatened, to arrive at an adequate and
effective means of correcting or preventing the violations.

(2) Proceedings under this subsection shall not be governed by
any formal procedural requirements and may be conducted in sueh the manner as

the commissioner er—the direetor-maydeem deems appropriate under the

circumstances.

SECTION 2. Arkansas Code § 23-76-107(c)(13), concerning requirements
for an application to establish a health maintenance organization, 1Is amended
to read as follows:

(13) A description of the procedures and programs to be
implemented to meet the quality of health care requirements in § 23-76-

108(a)2};

SECTION 3. Arkansas Code § 23-76-108 is amended to read as follows:
23-76-108. Issuance of certificate of authority.

(a)L) Upon receipt of an application for issuance of a certificate of

authority, the Insurance Commissioner shall immediately transmitecopies—of

of Health determine whether the applicant furnishes or proposes to furnish

adequate and accessible health care services for its health care plans

subject to the requirements or rules of the State Insurance Department.
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(b) The commissioner shall issue a certificate of authority to any

person filing an application pursuant to § 23-76-107 within sixty (60) days
of receipt of the eertificate from the direetory; when application if the
commissioner is satisfied that the fellowing conditionsaremet:

(1) The persons responsible for the conduct of the affairs of

the applicant are competent, trustworthy, and possess good reputations;

(2) The direcetor certifies in accordance with
subseetion{a) of this secetion commissioner determines that the health
maintenance organization’s proposed plan of operation meets the requirements
of subdivisien(a)(2) subsection (a) of this sectionj;

(3) The health care plan eenstitutesan appropriatemeechanism

whereby will allow the health maintenance organization will effectively to

provide or arrange for the provision of basic health care services through

Iinsurance or otherwise on a prepaid basis, through insuranceor otherwisey
exeept subject to theextemnt—eof reasonable requirements for copayments;

(4) The health maintenance organization is financially
responsible and may reasonably be expected to meet its obligations to
enrollees and prospective enrollees;

(5) The health care plan’s arrangements for health care services

and the schedule of charges for use therewith are financially sound and
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reasonable;

(6) Any agreements with insurers, hospitals, medical service
corporations, governmental entities, or any other organizations for insuring
the payment of the cost of health care services or the provision for
automatic applicability of alternative coverage iIn the event of
discontinuance of the plan are reasonable and adequate;

(7) Agreements with providers for the provision of health care
services are reasonable and adequate;

(8) The enrollees will be afforded an opportunity to participate
in matters of policy and operation pursuant to § 23-76-110;

(9) Nothing in the proposed method of operation, as shown by the
information submitted pursuant to § 23-76-107 or by independent investigation
is contrary to the public interest;

L) —Any detficiencics certified by the direcctor -have been
correcteds

) (10) Any deposit of cash or securities, in an amount
determined to be appropriate by the commissioner pursuant to § 23-76-118, is
sufficient to guarantee that the obligations to provide the promised benefits
will be performed; and

+2)(11) The applicant has paid-in capital in an amount not less
than one hundred thousand dollars ($100,000) and additional working capital
or surplus funds in an amount deemed by the commissioner to be adequate in
relation to the proposed plan of operation.

(c) A certificate of authority shall be denied by the commissioner

only after compliance with the requirements of § 23-76-126.

SECTION 4. Arkansas Code § 23-76-113(a), concerning the annual report
required of a health maintenance organization, is amended to read as follows:

(a) &Every A health maintenance organization shall annuallyy on or
before March Iy file a report verified by at least two (2) principal officers
with the Insurance Commissioners—with aeopytothe Dircctor of the
Department—of Health,; covering the preceding calendar year.

SECTION 5. Arkansas Code § 23-76-113(b)(5) (D), concerning requirments
for a health maintenance organization’s annual report to regulators, 1is

amended to read as follows:
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(D) A summary of information compiled pursuant to § 23-76-
108 in sueh the form as required by the direeter commissioner; and

SECTION 6. Arkansas Code § 23-76-116 is amended to read as follows:

23-76-116. Complaint system.

(a)(l) Every health maintenance organization shall establish and
maintain a complaint system that has been approved by the Insurance
Commissioner after—consultation with the Director-of the Department—of -Health
to provide reasonable procedures for the resolution of written complaints
initiated by enrollees concerning health care services.

(2) Each health maintenance organization shall submit to the
commissioner and—thedireetor an annual report in a form prescribed by the
commissioner—aftercensultation with the direetory; that shall include:

(A) A description of the procedures of the complaint
system;y

(B) The total number of complaints handled through the
complaint system and a compilation of causes underlying the complaints filed;
and

(C) The number, amount, and disposition of malpractice
claims settled during the year by the health maintenance organization.

(b)(1) The health maintenance organization shall maintain records of

written complaints filed with it concerning issues and persons other than

health care services and shall submit to the commissioner a summary report at
such times and in such format as the commissioner may require.
(2) Complaints involving other persons shall be referred to the
persons with a copy to the commissioner.
(c) The commissioner er—thedireetor may examine the complaint system,
subject to the limitation concerning medical records of individuals set forth

in § 23-76-122(c).

SECTION 7. Arkansas Code § 23-76-122 is amended to read as follows:

23-76-122. Examinations.

(a) The Insurance Commissioner may make an examination of the affairs
of any health maintenance organization as often as he or she deems it
necessary for the protection of the interests of the people of this state but

not less frequently than one (l) time every three (3) years.
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(b) The DPireetorof the Department—of Health commissioner may make an

examination concerning the quality of health care services of any health

maintenance organization as often as he or she deems it necessary for the
protection of the interests of the people of this state but not less
frequently than one (I) time every three (3) years.

(c)(1) Every health maintenance organization shall submit its books
and records relating to the health care plan to the examinations and in every
way facilitate them.

(2) For the purpose of examinations, the commissioner amd—the
direetor may administer oaths to and examine the officers and agents of the
health maintenance organization.

(3) Medical records of individuals and records of physicians and
hospitals providing services under a contract to the health maintenance
organization shall be subject to the examination.

(d) The expenses of examinations under this section shall be assessed
against the organization being examined and remitted to the commissioner or
the director for whom the examination is being conducted.

(e) In lieu of the examination, the commissioner er—thedireeter may
accept the report of an examination made by the insurance commissioner of

another state or director of the department of health of another state.

(f) (1) Any examination under this section that is to commence within
one (1) year prior to the date a health maintenance organization shall cease
to provide health care services in this state, may be reduced in scope or
waived in its entirety, upon application of the health maintenance
organization and approval of the commissioner.

(2) The commissioner shall consider the following in determining
whether a full or partial waiver may be granted:
(A) Claims payment history;
(B) Consumer complaint history with the department;
(C) Financial condition; and
(D) Compliance with § 23-76-118.
(3) Any health maintenance organization requesting a waiver of
an examination shall continue to comply with § 23-76-118 until such time as

it is no longer providing health care services in this state.

SECTION 8. Arkansas Code § 23-76-123(a)(4), concerning grounds for the
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suspension or revocation of a health maintenance organization’s certificate
of authority, is amended to read as follows:
(4) The Director-of the Department—of-Healthcertifies to—the

commissionerthats

(4) The health maintenance organization:

(A) dees Does not meet the requirements of § 23-76-
108ta}{2); or

(B) The-health maintenanceorganization—is Is unable to

fulfill its obligations to furnish health care services as required under its

health care plan;

SECTION 9. Arkansas Code § 23-76-126 is amended to read as follows:

23-76-126. Administrative proceedings.

br(a) (1) -Proeceedings Againsta Certificateof Authority.

When If the eommissioner Insurance Commissioner has cause to

believe that grounds for the suspension or revocation of a certificate of
authority exist, the commissioner shall:

(A) mnetify Notify the health maintenance organization and
thedireetor in writing speeifieally stating of the grounds for suspension or
revocation of the certificate of authority; and

(B) Fixi . . 7 20 d. . .

for-Schedule a hearing on the matter at least twenty (20) days after giving
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written notice of the hearing.

21 04)  The di > : osi ; .
hall be i , ho . | okl e .

6}(2) After the hearing or upon the failure of the health
maintenance organization to appear at the hearing, the commissioner shall
take appropriate action as—isdeemedadvisableeon and mail written findings
which shall be mailed to the health maintenance organization with—a—eepy
thercof tothe direetor.

e} (b) (1) Judieial Reviews The action of the commissioner and—the

be appealed to the Pulaski County Circuit Court—Fn-dispesing of the issue

The review shall be upon the record of the proceedings, hearing, and findings

of the commissioner.

(2) The commissioner’s decision shall be affirmed if it is

supported by the preponderance of the evidence in the record.

(d)(c) The previsions—ofthe Arkansas Administrative Procedure Act, §
25-15-201 et seq., skall-apply applies to proceedings under this section to
the extent they—are it is not in conflict with subseetions(a)and (b} of

this section.

SECTION 10. Arkansas Code § 23-76-127 is amended to read as follows:

23-76-127. Fees —Dispesitioneof revenues.
) B bealel , , , b b .
shall paythe Department—of Health the following fees:
' F Fi14 ., ; £ 217 4
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0y por £114 7 g e Fifty dollars ($50,00) 4 and

te)—Every A health maintenance organization subject to this chapter

shall pay to the State Insurance Department Trust Fund as special revenues
the following fees:

(1) For filing and reviewing all documents necessary for
issuance of an original certificate of authority, one thousand dollars
(51,000) ;

(2) For issuance of the original certificate of authority, two
hundred dollars (5200);

(3) For annual renewal of the certificate of authority, one
hundred dollars (5100);

(4) For filing an annual statement, fifty dollars ($50.00); and

(5) For filing amendments to documents required under § 23-76-

107, one hundred dollars (5100).

SECTION 11. Arkansas Code § 23-76-130 is amended to read as follows:

23-76-130. Director of the Department of Health’s authority to

contract.

(a) I . by : b1z . ; $§ 23 76_108¢a)(2)

determinations regquired tobe made by him or -her The Insurance Commissioner

may contract with qualified persons to make recommendations concerning the

adequacy, network adequacy, or accessibility of health care services under a
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health care plan furnished or proposed to be furnished by a health

maintenance organization.

(b) The commissioner may accept all or part of the recommendations may

. | in £l . b tho di '

SECTION 12. Arkansas Code § 19-6-301(172)(C), concerning special
revenues of the State Insurance Department, is amended to read as follows:

(C) Health maintenance organization fees, § 23-76-127(e};

/s/D. Johnson

APPROVED: 04/22/2013
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