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§8 114-432-1.

1.1. Scope.
nich are licensed or which may be reguired to be licensed
ursuant to the provisions of West Virginia Code § 32-232-1 et
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114CSR43

WEST VIRGINIA LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 43
HEALTH MAINTENANCE CRGANIZATIONS

General.

-- This rule applies to all persons or entities

1.2. Authority. -- W, Va. Codes §§ 33-25A-3 (3

1.3, Filing Date. -- i
1.4, Effective Date., --

§ 114-432-2.

Definitions.

2.1. "Administrative health service contraczt
agrsement beiweean a certificafe of authority nold

which:

a.

The intermediary accepts payments,

T means an

er and a aeal

including

el
in

payments cn a fixed per capita fixed aggregate sum or percentage

of presmium basis,
from ancther health service Iintermediary fox one oxr more health

from the certificate of authori

ty holder or

care services to be rendered by providers Lo subscriberg,
memrners, poilicvholders, or certificateholders, as
a certificate of authority holder, where the intermediary assunes

financial risk

b.

The

for paymenits to providers; and

render one or more health care services.tc sucsscr

volicyholders or certificateholders, as appli
cartificate of authority holder.

applicable,

intermediary contracts with providers to -

iners,

cable, of =

of




Legislative Commissionexr
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2.2. "Certificate cf authority holder" means ap'entity which
holds a walid certificate of authority from the commissioner to
cperate a health maintenance organizZation under ﬁes; Vi rgﬂpla

Code 8§ 33-23A-1 et sed.

2.3, "Commissioner" means the Ingurarice Commissicner of the

2.4. “rimandiglly sound” or “fiscally and financially sound”
means that accerding to presently accepted actuarial standards of

I#.

practice, cons*s*ently aﬁpl*ed and fairly stacad, that the
respactive considerations to the parties under the contract,
including, but no: limited teo, reserves, Lhe investment eaVﬂlﬂgs
on such considerations, the considerations anticipated to be
re:e**md and rezained by the parties under the contract, and
related actusrial values, make adeguaite provisicen for the )
anticipated cash flows reguired by the contractuzl obligations

and related expenses of the parties. .

2.5%. "Group Fractice" means a prcfessicnal corporation,
2 . association, or other organization conposed solel
rofesgionals lice 1sed to practice medicine or
! icn cther 1i censed nealth p;ofes:lonals,
ts, dentists and optometrists, as are

ovision of the health services Zor which the

ncage in a single field of medical
actica at a s*ncle locaticn;
: ich are lice nsed o vractice

medlicins cr oS5 eopa:h ;oc. who as their prlnc al professional
activity engace in the coordinatad practice o. their vrofession;

h
Q
H ot
n
o

,)

@. whe pool theilr income for practice as. members of the group and
distribute it among themselves according to 2 prearrangsd salary,

drawing account or oiher plan; and e. who share medical and otbev'

reccrds and substantizal porticons of major equ_gmentrand_
profesgional, techrnical and administrative staff.

2.6. "Health care services" or "health sarvices" means
ervices, medical =sguipment, and supplies furnisned by a
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Insurance Commigsioner
Legislative Rule
Title 114, Seriesz 43

provider, which may include, but which are not iimited to,
medical, surgical, or dental care; psychological, optometric,
optic, chircpractic, po@iatric{"ﬁursing, physical therapy, mentzl
health, substance abuse, or phnarmacsutical services; healtn
education, preventive medical, renabilitative, or home health
services; inpatient or outpatient hospital serviges; extended
care; nursing home care; convalescent institutiornal care;
technical and professicnal c¢linical pathology laboratory
services; lakoratory and ambulance services; appliances, drugs,
medicires, and supplies; or any other care, ssrvice, ox treatmsnt
of disease, or correction of defects for human beiln

2.7. "Health service intermeciary”™ or "'1;6*TEClaIY" means a
phyvsician, hosplpa_, phvsicizn-hospital crganization, independent
provider organization, Iindependent provider network, or cother
en-ity or person that arranges Ior one or more health care

= to be rendergq by providers £o supscribers,

pelicvholders, oxr certificateholders, as applicable, of a
certificate of authority holder. "Esalth service Intermediary”
or "intermediary' dess not incluce: -

a. A provider directly contracting with a cartificate
cf autherity holder Zor the provider to render hezlithr care
services, when that. provider renders those services directly and
only :ﬂrg@cb its own professicnal license oxr licensss or, in the
case wnen the provider is & "group practice" the group practice
utilizes conly its employees, partners or shar zholders and their
orofessional licenses to rendex those sarvices. .. :

o. A certificate of autherity helder.

5. 8. "Incurred but not reportad health care cecsts!" or "IBNRT
means the cost of heali:ih care services rendsred Lo subscribers,
pciicyholderxs oY gartificateholders, as appL_ capble, ci a _
certificate of authority holder by providers during the raporting

period and for which the health sexvice f“'erredﬁa*" is
financisally responsible, but which are not reported tTo the
intermediary until afiter ‘the xeporting period.




Insurance Commisgioner . . B
Legislative Rule
Title 114, Series 43

. "Indepsndent certified public accountant” means an
certified public accountant whe holds a valid license
. issued by the state ir which he or she ragsides o
her principal place of business who has axperience
augiting or gerforming accounting functions for health
maintenance organizations and who dees not have a financial or
other intexest in a given entity which could influence his or her
professional judgement.

2.20. "Provider" means a person or¥ other entisy which helds a
valid llC ense to provide specifiic health cars gervices in the
State of Wegt Virginia. o

2.11. '"Qualified independent actuaty” means an actiuary who is

g menber of the American Academy of Actuaries or ths Society of

Aﬁtua:i s and has experience in establishing rates for health
»Ce organizations and whe nas no firancial or employment
-n_fbﬂ,cavt‘ igate of aunthority holder or the kealth

',_l
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§ 114-43-3, Intermediary Centract Requirements.

3.2. & certificate of authority holder may not enter iato an

administrative health service contract with a health service
™

inctermediary uniess the contract is in writing, is .filed with the
commigsioner accempanisd by an opinion by a gu ualiZfied ingd lependent
actuaxry which states that the ap:ei;nc'of tqa contract ov the
certificate af autkority aclder is financially sound, and the

contract contains provisicns which:

guire the health service intermediary to provids
£ authorxity holder with regular written reports
t Virginia statutory accounting kasis, at least
tate the health service intermediary's current
asssts and_lgpﬁtﬂf; in the aggregate all payments made or owed Lo
ite prowviders in sufficient detail Zor the certificate of '
sguthorizy helder and the Commissioner to determine if the
payments are teing made in 2 timely manner and which identify in

guarterly, that

i~
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Insurance Commissioner
Legizlative Rule
Title 114, Series 43

the aggregate the reascnably estimated incurred but not zreported
health care costs; - N

. Reguire the certiZicate of authority holder to

monitor the health service intermediary’'s reports required under
paragraph a of this =subsection;

C. Permit tLhe certificate of aufiority helder and ths
commissioner, both singuiar ly and jointly, upon veascnable prior
notice, to audit, ilnspect and copy the health service

intermediary’s books, records, and cther evidence of its
cperations which are, in the discretion of the ceriificate of
authoricy holder ox the commissicner, re'evaﬂb to the
intermediary's obligations under the administrative hesalth
service cozntrack Zor the purpose of determining the
intermediarv's compliance with all regulrements lagszslly mandatsd
v statute, rules ox the administrative health savvip“ contract.
Anv review is subject to any confidentiality regquiraments imposed
by State or Federal law; ' ' S

d. Reguire the health gervice intermediary to
zintain working capital in the form of casn or eguiwvalent ligu
agsets at least egual to one montih’s cTalTa calculated by using
e monthly average of actual and es=imat eﬁ:,la;ms for the priox
six months for all heal:th services providaed under tThe '
acdministrative nealth service coniract;

tire the intermadiary Lo cra2ate a segrsgaied.
i’ agcregated, egual to ulsr antire wonthlyv IBNR
t day of each month as acbua?lall catermined by
e cf authority nolder. ) S
A, The commissicner may upon app.ication of the

certificate of authority holder and good cause shown, give prior
written approval To alternative ZIZinancial arrargewen;s between
the cerxtificate of authority holdeg;aﬁd the intermediary, such as
the use oI premium withhold fuﬁds, either in conjunction with or
in liew ©f the capital and ressrve fund recuirements of

graphs d arnd e of thls section; ' '
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Insurance Commissioner
Legiglative Rule
Title 114, Series 43

. Require the ceritificate of auvthority holder :to
assume the full finandfdl responsibility as specified in
subsaction 4.2. of this rulie, for any valid claims hrpse"b,d for
paymant £o ths health servige intermediary by providers for

covered health care services rendered o a subscriber,
policvholder, enrollees or cextificate holder, as applicable, and
which are not vaid by the health service intermediary as provided

oy law and by the contract betwaen the_;ntermediaryfand rrovider;

<. Reguire that all enrcilée or enrollee group
contracts must be directly with the certificate of authority
koider and not the intermediary;

h Reguire that the intermediary provide services on
behalf of the certificate of authority holder only in counties
wher=s the certificate of authority holder i;iau;hdrized by tha
comrmissioner Lo orerate;

i. Clearly delineate the responsibilities to ke
assumed DY the int ediary and reguire thaz the Iintermediary
adhnare te all guality and accéssibility'étandards zo which ths
certificate of authority holder is subject; o

4. Regulre that to the extent the intermediary is
permitzed to sub-contract the provision of health care services
that all sukcontractors must adhere to guality and ccessibility

r is

standards to which the certificate of authority hoid

k. Recuire that the
comtinucusly monitor the inte
contrast reguiremenis;

1. Specify that the certificate of authority holdexr
is responsible for maintaining appropriate levels cf capital,
surplus, claims ressrves, and tner financial criteria as
eszanlisghed pursuant Lo statute or rule;




Insurance Commissioner
Legislative Rule
Title 114, Series 43

m. Reqguire the health service intermediary and any
entities with which the health gervice intermediary sub-contracts
£ the provision of health cire services to cbtain and provide
to the certificate of authority holder no later than the first

of

=

day of June ¢f esacn year an annual audited financial report
oreparad by an independent certified public accountant; and

. If the health servige intermediary provides health
care services on pehal of more than cne entity, srpecify that ths
neglth service intermedlary maintain records which are adecguate
to clearly differentiate the transactions which relate to the
prov'sionfof health care services on behaif of the certificate of

i
autnority holder. . ; ) -

§ 114-43-4. HMO Reguirements.

cev-WfﬂcaLe of = . immedistely Ii with the
commissioner a full exacuted copy of the contract anc all '
exnibhits, attachments, addenda, scheduless or ciher documents
raelevani_tc- Che contract.

4.3, Upon entry of a hezlith servide intermediary contract, &
: 1 1 £il
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C 1
aztuary -—hat the entry cf the vontra,; oy the cs
authoricy holder: =
transaction;

B. Does not cause excessive payments to the
intermediary;

C. Provides for razsonable ingentives te tha
intermedizrv for cost con:rol; and




Insurance Commissionexr
Legislative Rule
Title 114, Series 43

D. Does not contribute Lo the escalaticn of the
cost of_providing health care to enrcllees,

4.2. A certificate of authority holdexr is financizally '
responsible Zor any valid claims for covered health care
serviceg, sxclusgive of unpaid claims of providers who have
contracted with the health service intermediary, presented for
payment to a health service intermediary and which are noct pa
by the health sgervice intermediary.

a

4

¥

. All affected master group contractis or avidencesg of
coverage must.raflect that the certificate of authority holder
ratains financial responsibility as specified in subsecticn 4.2.
cf this rule when nealth care services are provided through a

hsaltn care intermediary. )

4.4, A certificate of autherity nolder is responsicle Zox
comoliznce by the health care intermediary with all applicable .
standards reguired by West Virginia Cecde § 33-25A-1, seb. seg. as
to any sarvices veriormed on beshalf of the certificate of
zathericy holder -

ary v contract directly with
irst having obtaired a
g a alth maintenance

eﬁvclleQS'o* SLbS”r’ber: witho
certificate of authoxity to op
organizaticn.

4.6. ALL finarncial statements provided by the certificate of S
authority helder to the commissioner must fully and accurately
reflect on a West Virginia statutory acccocunting kasis the costs
and liakilities to the ceriificate of authori:iy holder associated
with any health service intermediary contract including those
liakiiicies assumed by the nhealih service intermediary.

4.7+ A certificate of authecrity holder is rasponsible for
taking all reasonable measures to provide the commissicnsr full
accezs o all hooks and records cof any health service
intermediary with which it contracts arnd to the pooks and records
ntermediary sub-contracts for the
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Ingurance Commisggioner
Liegislative Rule
Title 114, Series 42

provision of health care services, to the same extent the _
commissioner is given access to the books and records of the
certificate ¢f authority holder pursuant to W, Va. Code 5§ 33-
252-17 and 23-2-8%. The certificate of authority holider is
financially responsinle for any costs of examining the bocks and
records of the health gervice intermediary or sub-contractor
congistent with W. Va. Code § 33-2-9.

4.8. A certificate of authority holider must within ~en davys
of raceipt of the annual audited financial report ¢f a health
service intermediary, f£ile a full copy of the report with the
commisgioner. '

4.2, The commissioner may reguire dimmediate cancellation or
renegotiation of any administrative healih service contract when
the commissicner determines that the contract doess any cf the
followin

a. Provides for excessive paymentis;
o. Falils to include reasonable incentives for cost

c. © Ctharwise sukstantizlly or unreasorably
contributes te the =scalaticrn of the cost of providing nealth
care services to enrolless.

§ 114-43-5, Guarantees.

5.1. A health servic o
to paragraphs 3.1.4d and 3.1.e. may be fulifil _
unconditional, irrsvocable guarantee ©f a parent, sister or
affiliated entity wnhich:

Has beer in operation for five years or more and
has & surplus on a West Virginia statutory accounting basis, nob
including land, buildings, and eguipment, of gresater than $2
millioﬂ ’*In ary determination'of the financial condition of &
-investments in or loans to any

U]
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Insurance Commigsionar
Legislative Rule
Title 114, Series 43

organizations guaranteed by the guaranteeing crganization shall
be excluded from surplus. If the guaranteeing organization is
Sponsoring more than one organization, the surplus reguirement
shall be incrsasad by a mulo lple egqual to the number of
organizations; ’

b. Submits a guarantee that is approved by ths
commissioner in writing as meeting the requirements of this
gaction. The . written guarantee must contain a provision which
requires that the guarantee be lrrevocable unless the
guaranteeing organization can demonstrate to the commissioner
that the cancellation of the guarantee will not result in the
insolvency ¢f the intermediarv and the commissioner approves in
writing the cancellatiecn of the guarantee;

c. Initially submits its audited financial
statements, certified by an independent certified public
accountant, prepared in acccrdance with generally accepted
accounting rrinciples, covering its two most current annual
accounting periods; and

a. Submits annually, within three (3) months after
the end of ifts fisg€al wvear, an audited financial statement
certified by an independent certified public accountant, prepared
in accordaﬁce with generally accepted accounting principles. The
commissioner may, as he or she considers necessary, require
quarterly financial statements from the guaranteein
organization.

§ 114-43-6. Separability.

1. . If any provision of this rule.is held invalid, the
remainder of this rule shall not be affected thereby.

Page 10




AEHEST I
4y

e
2

G

S R

STATE OF WEST VIRGINIA
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GASTON CAPERTON

Govemner

Offices of the Insurance Commissioner

November 27, 1995

HAND DELIVERED

Ms. Judy Codder, Director

Administrative Law Divisicn
Office ©f Secretary of State
State Capitol _
Charleston, West Virginia 25305

Dear Ms. Cooper:

Enclosed please find for filing one
fcllowing:

(1)
(1}

Notice of Rule Modification of

Proposed Rule and
Filing with the Legislative Rule-Making Review
Committee;

(2)

HANLEY C, CLARK

Insurance Commissioner

copy o the

o

=1

The proposed rule entitled "Eealth Maintenance
Crganizations" (Series 43).

Please contact me if further information is reguired.

BKH/sar
Enclosures”

2019 Washington Steet, East
P.O. Box 30540

Very truly yours,

B. Xeith Huffman
General Counsel
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Charlesion. West Virginia 25305-0540

Telephane (304) 558-3354
"We are an Equal Opportunity Emplover”

Facsimile (304) 558-0412




FILED
Nov 2T 2 13 PH '35

West Virginia Legislature
Legislative Rule-Making Review Committedremaiy oF & S
Room MB47-State Capitol
Charlieston, West Virginia 25305
(304) 347-4340

Senator Mike Ross, Co—Chair ngra A. Gra@am, Counsel
Delegate Vickie Dcuglas, Co-Chair Joa Altizer, Associate Counsel
; . i ot

November 15, 1995 Marie Nickerson, Admr. ASsist

NOTICE OF ACTION TAREN BY TEGISTLATIVE RULE-MAKING REVIEW COMMITTEE

TO: Ken Hechler, Secretary of State, State Register

Mr. B. Reith Huffman

General, Counsel

Office of Insurance Commisgioner
2019 washington St., East
Charleston, WV 25305

FROM: Legislative Rule-Making Review Committee
PROPOSED RULE: Health Maintenance Qrganization

The Legiszlative Rule-Making Review Committee recommends that the Weat Virginia

Legislature:
1. Authorize the agency to promulgate the Legislative Rule
(a) as originally filed
{(b) as modified by the agency _ X
2. Authorize thes ageancy to promulgate part of the Legislative
rule; a statement of reascons for such recommendation isg
attached.
3. Authorize the agency to promulgate the Legilslative rule

with certain amendments; amendments and a statement of
reasons for guch recommendation is attached.

4. Buthorize the agency to promulgate the Legislative rule
as modified with certain amendments; amendments and a
atatement of reasons for such recommendation is attached.

5. Recommends that the rule be withdrawn; a statement of
reasons for such recommendation is attached.

Purgsuant to Code 29A-3~11(c), this notice has been filed in the State
Register and with the agency propesing the rule.
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