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114th MAl E L,EGISLA TURE 

SECOND REGULAR SESSION .. 1990 

Legislative Document No. 2337 

S.P. 926 [n Senate, February 23, 1990 

Submitted by the Department of Professional and Financial Regulation pursuant to 
J oint Rule 24. 

Reference to the Committee on Banking and Insurance suggested and ordered 
printed. 

Presented by Senator GILL of Cumberland. 

f5btgdJ·~ 
JOY J. O'BRIEN 
Secretary of the Senate 

Cosponsored by Senator BUSTIN of Kennebec, Representative TRACY of Rome and 
Representative DONALD of Buxton. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND NINETY 

An Act Relating to Health Maintenance Organizations. 



JBe it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 24-A MlRSA §4202, sub-§§1-A and 1-JB are enacted to read: 
4 

1-A. Capitated basis. "Capitated basis" means fixed per 
6 member per month payment or percentage of premium payment 

pursuant to which the provider assumes the full risk for the cost 
8 of contracted services without regard to the type, value or 

freguency of services provided. For purposes of this definition, 
10 capitated basis includes the cost associated with operating staff 

model facilities. 
12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

1-B. Carrier. "Carrier" means a health maintenance 
organization, an insurer, a nonprofit hospital and medical 
service corporation, or other entity responsible for the payment 
of benefits or provision of services under a group contract. 

Sec. 2. 24-A MlRSA §4202, sub-§6, as enacted by PL 1975, c. 
503, is repealed. 

Sec. 3. 24-AMRSA §4202, sub-§§7-A amB 11 are enacted to read: 

7-A. Participatin9:-..-P-rovider. "Participating provider" 
means a provider as defined in subsection 9 that, under an 
express or implied contract with the health maintenance 
organization, has agreed to provide health care services to 
enrollees with an expectation of receiving payment, other than 
copayment, directly or indirectly from the health maintenance 
organization. 

11. Uncovered expenditures. "Uncovered expenditures" means 
32 the costs to the health maintenance organization for health care 

services that are the obligation of the health maintenance 
34 organization for which an enrollee may also be liable. 

36 Sec. 4. 24-A MRSA §41203, sub-§3, 1JI, as enacted by PL 1975, c. 

38 

40 

42 

44 

46 

48 

50 

503, is repealed and the following enacted in its place: 

I. A financial feasibility plan that includes detailed 
enrollment projections, the methodology for determining 
premium rates to be charged during the first 12 months of 
operations certified by an actuary or other gualified 
person, a projection of balance sheets, cash flow statements 
showing any capital expenditures, purchase and sale of 
investments and deposits with the State, income and expense 
statements anticipated from the start of operations until 
the organization has had net income for at least one year 
and a statement of the sources of working capital and any 
other sources of funding; 
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Sec. 5. 24-A MRSA §4203, sub-§3, ~M, as enacted by PL 1975, c. 
503, is repealed and the following enacted in its place: 

M. A description of the proposed quality assurance program, 
including the formal organization structure, methods for 
developing criteria, procedures for comprehensive evaluation 
of the quality of care rendered to enrollees, and processes 
to initiate corrective action and reevaluation when 
deficiencies in provider or organizational performance are 
identified; 

Sec. 6. 24-A MRSA §4203, sub-§3, 1JQ, as enacted by PL 1975, c. 
503, is amended to read: 

Q. Such other 
reasonably require 
section 4204T ; and 

information 
to make the 

as the superintendent may 
determinations required in 

Sec. 7. 24-A MRSA §4203, sub-§3, lJ'ffR and S are enacted to read: 

R. A description of procedures to be implemented 
the protection against insolvency requirements in 
4204, subsection 2-A, paragraph D and section 4204-A; 

to meet 
section 
and 

S. A list of the names and addresses of all physicians and 
facilities with which the health maintenance organization 
has or will have agreements. 

Sec. 8. 24-A MRSA §4204, sub-§2-A, 1JB, as enacted by PL 1981, 
c. 501, §51, is amended to read: 

B. If the Commissioner of Human Services has determined 
that a certificate of need is not required, the commissioner 
makes a determination and provides a certification to the 
superintendent whet;he"" that the following requirements have 
been met. 

+±}--~ae-£~~£££~-~~~~~-~-w~±±~~ne&&-ane 

Fet;ent;ia±--aBJ~J~y--~~-~~-~~--&he--Rea±t;R--ea""e 

se""viees-~~~--ge-~~~~-~n-£-~~-~e-~~-Bet;h 

avai±aBi±it;y--anG-~~~~it~-~--££€~~£~€--Fe""Senne± 

ane-~££~~~~~€£-~-~n-a-~--e~&&~~-aVai±aBi±it;YT 

aeeessiBi±it;y-ane-eent;inRit;y-eE-se""vieeT-

+6}---~Re--a~~iGa~&-~-~~~~--e£~aB~J£aee--in 

aeee""eanee---wit;R---""e~R±at;iens---F""emR±~at;ee---By---t;he 

bemmissiene",,-~-~~an-Se~vJ€e£-~i~~-t;Re-£~v~£€-~~-t;he 

Maine-~~~-Sy£~em£-~&&y-~--any-~--a~eneYT 

Ee""-aR-€£~€J£~-~~~~-~~~~-&aFe-a&&aFanee-F""e~",,am 

eenee""nin~-hea±t;h-ea""e-F""eeesses-ane-eRt;eemesT-
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Fepe F B- - --s-t--a-t..-i-s-t..-i-o-s-- - - -teJ.at..4n~--: - -I=G- - - ~-he-- - -eest- - - -o-t- - - i B S 

speFasi9nST-~£-e-~~~~-ef-Ht..4;l4Hat..4en--o-t--~~~-seFviees 

anB -6 Heb- -e-t..i:J.-e-£- -ma-t..~-e-t-s-- --as- --may- --be- -Fe-ase-naJ3.1-y ~ Fe~1ii FeB -ey 
Bae-e9mmissi9BeFT~ 

(4) The. health maintenance organization must establish 
and maintain procedures to. ensure. that the health care 
services prdvided to enrollees ara rendered under 
reasonable standards of quality of care consistent with 
prevailing professionally recognized standards of 
medical practice. These procedures must inClude 
mechanisms to, ensure availability, accessibility and 
cbntinuity of care. 

(5) The health maintenance organization must have an 
ongoing internal qual.1..ty assurance program to monitor 
and evaluate its health care services inclUding pr.1..mary 
and specialist physician services, ancillary and 
preventive health care services aCross all 
institutional and . noninstitutional settings. The 
program must include, at a minimum, the following: 

1a) A .written statement of goals and .. objectives 
that emphasizes iiJ\proved. health outcomes in 
evaluating the quality of care rendered. to 
enr-oIlees; 

(b) A written ,quality assurance plan that 
describes. the, follow-ing: 

(i) The health maintenance' .brganization's 
scope and purpose in quality .asslirance; 

Jii) The organizational structure 
responsible fo~ quality assuranCe activities; 

(iii) ,Contractual arrangements, in 
appropr.1..ate instances, .for delegation of 
quality assurance activities; 

(iv) Confidentiality policies and procedures; 

(v~ A system of ongbing evaluation 
activJ..ties; 

(vi} A system of fOCUSed evaluation 
activities; 
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(vii) A system for reviewing and evaluating 
provider credent~als f~r acceptance and 
performing peer review activities; and 

(viii) Duties and responsibilities of the 
designated physician, supervising the quality 
assurance activities: 

(c) A written statement describing the system of 
ongoingqu~lity assurance activities including: 

(i) Problem assessment, identific;:a!;ion, 
selection and study; 

(ii) Corrective action, monitoring 
evaluation and reassessment; and 

(iii) Interpretation and analysis of 
patterns of care rendered to individual 
patients by individual pro~iders; 

(d) A written statement describing the system of 
focused quality assurance activities based on 
.I:gpresentative samples of the enrolled )?opulation 
that identifies the method of topic selection, 
study, data collection, analysis, interpretation 
and report format; and 

(e) Written plans for taking appropriate 
corrective action whenever, as determined by the 
quality assurance program, in~ppropriate or 
substandard services have been provided or 
services that should have been furnished have not 
been provided. 

(6) The health maintenance organization shall record 
proceedings of formal quality assurance program 
activities and maintain documentation in a confidential 
manner. Quality assurance program minutes must be 
available to the Commissioner of Human Services. 

(7) The health maintr.enance organization shall ensure 
the' use and maintenance of, an adequate patient record 
system that facilitates documentation and . retrieval of 
clini,cal information to permit evaluation by the health 
maintenance organization of the continuity and 
coordination of patient care Em~ the __ £§,-sessment the 
quality of health and medicgX_m_..Q.£I);:J;!__ grovided to 
enrollees. 

(8) Enrollee clinical records must be available to the 
Commissioner ·of Human Services or an authorized 
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designee for examination and review to ascertain 
compliance with this section, or as considered 
necessary by the Commissioner of Human Services. 

(9) The organization must establish a mechanism for 
periodic reporting of quality assurance program 
activities to the governing body, providers and 
appropriate organization staff. 

The Commissioner of Human Services shall make the 
certification required by this paragraph within 60 days of 
the date of the written decision that a certificate of need 
was not required. If the commissioner certifies that the 
health maintenance organization does not meet all of the 
requirements of this paragraph, Be the commissioner shall 
specify in what respects :i:t: the health maintenance 
organization is deficient. 

Sec. 9. 24~A MRSA §4204, sub-§2~A, 'UD, as repealed and 
20 replaced by PL 1989, c. 345, §l, is amended to read: 
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D. The health maintenance organization is financially 
responsible, complies with the minimum surplus requirements 
of section 4204-A, and, among other factors, sBa±± can 
reasonably be expected to meet its obligations to enrollees 
and prospective enrollees. 

f±+--~~~~~-ma:i:Bt:eBaBee-~~~~~~ssesses-aBa 

ma:i:Bt:a:i:Bs-m:i:B:i:mWffi-sH~F±Hs-as-Ee±±ews~ 

f6+--~-~~~-ma:i:Bt:eBaBee-~r~~~-whi£~-~eFe~t:s 

:i:BeH~~eaT-~~~-~--~epe~~ea7--ela:i:ms-~~~~1t~-~~-:i:t:s 

E:i:BaBe:i:a±-~~~~~-~-±~R~-t:e~m-~-~~~-est:aB±:i:sB 

aRa--ma:i:Rt:a:i:R--a--±:i:~H:i:a--easB--~ese~ve--~eF~eseRt:ea--By 

asset:s--eeRs:i:st::i:R~--eE--easBT--F~:i:me--eemme~e:i:a±--FaFe~ T 

ma~*et:aB±e-~~~~~-w:i:t:B-~~~~~~-Ret:-~i~-6 

yea~s~-~~~~-aRG-£~~~~~£~~~-~~-aepe64~--~-BY 

.BaR*S-aBa-~~~~~-~~~~~~~-~~~~~&~~-~ae-YR:i:t:ea 

St:at:es--aRa-~&iG&-~r~-~~~l~-~~~-by--£ae--~eae~a± 

~eFes:i:t:-~~~-G~FF~Fa~i~B~--~~-~~~-e~-~~-easB 

~ese~ves-~~~-a£--~&~-~~~~--~ae-~~~-ma:i:Rt:eRaRee 

e~~aB:i:gat::i:eR~s---G-1-a-im&-~-n-£-tH"~~--aHt:-_-~~-~~~~--as 

aet:e~m:i:Rea-meB£a*y-by-~~~--G-1-a-im&-¥al~at:i~a-EeHRa 

aeeeFt:aa±e-;Sy-~~--s-upe--r-i-nt-e-rJ:de.n-.t:-.----l:r~y--a~aFF~:E-i~-Bea±t:B 

ma:i:Rt:eRaRee-~~~~~~~~y~ng-~~Ba-~~-sBa±± 

ma:i:Rt:a:i:R--F&&~~iGB&G-~~-4B--a--~~-~,---~Bese 
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read: 

~HBaS-Baa±±-B€-~~~~~~~~~-&Ga~~-n&~-Be-iBe±Haea 

as-a-~4r~~-w&F~~Bg-eapita±-~UR4B-~~~~~-F~~-e~ 

tae-8UreaH-e~-±BSHraBeeT 

(3) In making the determination whether the health 
maintenance organization is financially responsible, 
the superintendent may also consider: 

( a) The financial soundness of the health 
maintenance organization's arrangements for health 
care services and the schedule of charges used; 

(b) The adequacy of working capital; 

(c) Any agreement with an insurer, a nonprofit 
hospital or medical service corporation, a 
government or any other organization for insuring 

. or providing 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 plan; 

(d) Any agreement with providers for the 
provision of health care services; and 

(e) Any arrangements for insurance 
adequate plan for self-insurance 
claims for injuries arising out of 
of health care services. 

coverage or an 
to respond to 
the furnishing 

Sec. 10. 24~A MRSA §4204, sub~§2~A, ~~G and H are enacted to 

G. Any director, officer, employee or partner of a health 
maintenance organization who receives, collects, disburses 
or invests funds in connection with the activities of that 
organization shall be responsible for those funds in a 
fiduciary relationship to the organization. 

H. The health maintenance organization shall maintain in 
force a fidelity bond or fidelity insurance on those 
employees and officers of the health maintenance 
organization who have duties as described in paragraph G, in 
an amount not less than $250,000 for each health maintenance 
organization or a maximum of $5,000,000 in aggregate 
maintained on behalf of health maintenance organizations 
owned by a common parent corporation, or such sum as may be 
prescribed by the superintendent. 

Sec. 11. 24-A MRSA §4204, sub-§3, as enacted by PL 1975, c. 
503, is repealed. 
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Sec. 12. 24~A MRS A §4204, sub~§3~A is enacted to read: 

3-A. Investments. The health maintenance organization 
shall invest funds only in accordance with chapter 13. 

Sec.l3. 24~A MRSA §4204, sub~§§4 to 9 are enacted to read: 

4. Uncovered expenditures involving deposit. A health 
maintenance organization shall deposit with the superintendent 
or, at the discretion of the superintendent, with any 
organization or trustee acceptable to the superintendent through 
which a custodial or controlled account is maintained, cash or 
securities that are acceptable to the superintendent and that at 
all times are maintained in a fair market value of not less than 
an amount equal to the greater of $100,000 or 120% of the health 
maintenance organization's liability for uncovered expenditures 
for enrollees as of the end of the most recent calendar guarter, 
including but not limited to, liability for incurred but not 
reported claims. If the health maintenance organization' s 
liability for uncovered expenditures increases more than 10% 
prior to the end of the calendar Quarter, the health maintenance 
organization must, within 10 days of the determination, deposit 
an amount sufficient to ensure compliance with this section. In 
the case of domestic health maintenance organizations, 
"enrollees" for purposes of this subsection means all enrollees 
of the organization regardless of residence. In the case of 
foreign health maintenance organizations, "enrollees" for 
purposes of this subsection means only. those enrollees who are 
residents of this State. 

A. The deposit required by this subsection constitutes an 
admitted asset of the health maintenance organization for 
purposes of determination of surplus. 

B. A health maintenance organization that has made a 
deposit may withdraw that deposit or any part thereof after 
making a substitute deposit of cash or securities of equal 
amount and value. There may also be withdrawn any part of 
the deposit in excess of the fair market value of the amount 
of the required deposit. Deposits, substitutions or 
withdrawals may be made only with the prior written approval 
of the superintendent. 

c. The deposit required by this subsection must be held in 
trust and must be used only as provided under this section. 
The superintendent may use the deposit of an insolvent 
health maintenance organization for administrative costs 
associated with administering the deposit and payment of 
claims of enrollees for uncovered expenditures. 

D. The superintendent may by rule or order reguire a health 
maintenance organization to file annual, Quarterly or more 

Page 7-LR3407(1) 

( 

( 

( 



2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

) 28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

52 

( ) 
'--_/ 

frequent reports of a health maintenance organization's 
liability for· uncovered expenditures. The superintendent 
may require that the reports include an audit opinion. 

E. The superintendent may reduce or eliminate the deposit 
required by this subsection if the health maintenance 
organization deposits cash or securities with the Treasurer 
of State, an insurance supervisory official in the state or 
igrisdiction of domicile or other official body of that 
state for the protection of all subscribers and enrollees in 
a manner substantially similar to that required by this 
subsection and delivers to the superintendent a certificate 
to that effect, authenticated by the appropriate state 
official holding the deposit. 

5. Liabilities. Every health maintenance organization 
shall, when determining liabilities, include an amount estimated 
in the aggregate to provide for any unearned premium and for the 
payment of all claims for health care expendi tures . that have been 
incurred, whether reported or unreported, that are unpaid, and 
for which the organization is or may be liable, and to provide 
for the expense of adjustment or settlement of those claims. 

These liabilities must be computed in accordance with rules 
promulgated by the superintendent upon reasonable consideration 
of the ascertained experience and character of the health 
maintenance organization. 

6. Hold harmless. Every contract between a health 
maintenance organization and a participating provider of health 
care services must be in writing and must set forth that in the 
event the health maintenance organization fails to pay for health 
care services as set forth in the contract, the subscriber or 
enrollee may not be liable to the provider ·forany sums owed by 
the health maintenance organizatfon. 

A. If the p~rticipating provider contract has not been 
reduced to writing as required. by this subsection or the 
contract fails to contain the required prohibition, the 
participating provider may not collect or attempt to collect 
from the subscriber or enrollee sums owed by the health 
maintenance organization. 

B. No participating provider or agent, trustee or assignee 
of the participating provider, may maintain any action at 
law against a subscriber or enrollee to collect sums owed by 
the health maintenance organization. 

7. Cont~nuation qf benefits. The superintendent shall 
require that each health maintenance organiz~tion have a plan for 

. handling insolvency that allows for continuation of benefits for 
the duration of the contract period for which premiums have been 
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paid and continuation of benefits to covered persons who are 
confined on the date of insolvency in an inpatient facility until 
those covered persons are discharged or upon expiration of 
benefi ts. In considering such a plan, the superintendent may 
require: 

A.Insurance adequate to cover the expenses to be paid for 
continued benefits after an insolvency; 

B. That the provider contract obligate the provider to 
provide services for the duration of the period after the 
health. maintenance organization's insolvency for which 
premium payment has been made and until the enrollees' 
discharge from inpatient facilities; 

C. That 'insolvency reserves· be provided and maintained for 
that period of claims exposure of a health maintenance 
organization during which a provider's termination of 
services is pending pursuant to subsection 8; and 

D. Any other arrangements to ensure that benefits are 
continued as specified in this section. 

8. Notice of termination. An agreement to provide health 
care services. between a provider and a health maintenance 
organization must require that, if the provider terminates that 
agreement, the provider shall give the health maintenance 
organization not less than 60 days' notice in advance of 
termination. 

9. Denial. A certificate of authority may be denied only 
32 after compliance with the requirements of section 4219. 

34 Sec. 14. 24-A MRSA §4204-A is enacted to read: 

36 §4204-A. Surplus requirements 

38 1. Initial minimum surplus. To qualify for authority as a 
health maintenance organization, an organization shall have an 

40 initial minimum surplus of $1,500,000. 

42 2. Surplus maintained. Except as provided in this section, 
every health maintenance organization must maintain a minimum 

44 surplus equal to the greater of: 

46 

48 

50 

A. One million dollars; 

B. Two percent of annual premium revenues as reported in 
the annual financial statement covering the health 
maintenance organization's immediately preceding fiscal yea~ 
as filed with the superintendent on the first $150,000,000 
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of premium and 196 of annual premium on the premium in excess 
of $150,000,000; 

C. An amount equal to the sum of 3 months uncovered health 
care expenditures as reported on the financial statement 
covering the health maintenance organization's immediately 
preceding fiscal year as filed with· the superintendent; or 

D. An amount equal to the sum of: 

(1) Eight percent of annual health care expendi tures 
12 except those paid on a capitated basis or managed 

hospital. payment basis as reported· on the financial 
14 statement covering the health maintenance 

organization's immediately preceding fiscal year as 
16 filed with the superintendent; and 

18 (2) Four percent of annual hospital expenditures paid 
on a managed hospital payment basis as reported on the 

20 financial statement covering the health maintenance 
organization's immediately preceding fiscal year as 

22 filed with the superintendent. 

24 3. Exception!;>. A health maintenance organization licensed 
before the effective date of this section must maintain a minimum 

26 surplus of: 

28 

30 

32 

34 

36 

A. Forty percent of the amount required by subsection 2 

until December 31, 1991; 

B. Sixty percent of the amount .required by SUbsection 2 
until December 31, 1992j 

C. Eighty percent of. the amount required by subsection 2 

until December 31, 1993j and 

D. One hundred percent of the amount required by subsection 
38 2 until December 31, 1994. 

40 4. Subordinated debt. Any health maintenance organization 
that issues a subordinated debt instrument shall structure the 

42 debt as follows. 

44 A. In determining surplus, debt may not be considered fully 
subordinated unless the subordination clause is in a form 

46 approved by the superintendent. Any interest obligation 
relating to the repayment of any subordinated debt must be 

48 similarly subordinated. 

50 B. Any debt incurred by a note that meets the requirements 
of this section, and is otherwise. acceptable to the 
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superintendent. may not be· considered a liability and must 
be recorded as equity. 

4 Sec. 15. 24-A MRSA §4209, as enacted by PL 1975, c. 503, is 
repealed and the following enacted in its place: 

6 
§4209. Information to enrollees 

8 
1. Informatio~-p'rovided annually. Every health maintenance 

10 organization must annually provide to its enrollees: 

12 A. The most recent annual statement of financial condition 
including a balance sheet and summary· of receipts and 

14 disbursements; 

16 B. A description of the organizational structure and 
operation of the health maintenance organization, including 

18 the. kind and extent of enrollee· participation, and a summary 
of any material· changes since the issuance of the last 

20 report; 

22 C. A description of services and information on where and 
how to secure these services; and 

24 
D. A clear and understandable description of the health 

26 maintenance organization's method for resolving enrollee 
complaints. 

28 
2. List of providers. The health maintenance organization 

30 must provide to its subscribers, upon enrollment and 
reenrollment, a list of providers. 

32 
3. Notice of material change. Every health maintenance 

34 organization must provide 30 days' advance notice to its 
subscribers of any material change in the operation. of the 

36 organization that will directly affect the subscribers. 

38 4. N9tice of termination of primary care provider. An 
enrollee must be notified in writing by the. health maintenance 

40 orSJanization of the termination of the primary care provider that 
provided health care services to that enrollee. The health 

42 maintenance organization must provide assistance to the enrollee 
in transferring to another participating primary care provider. 

44 
5. Access to services. The health maintenance organization 

46 shall provide to its subscribers information on how services may 
be obtained, where additional information on access to services 

48 is obtained and a toll free telephone number for calls within the 
service area of the health maintenance organization. 

50 
Sec. 16. 24-A MRSA §4214, SUJlb-§4, as enacted by PL 1975, c. 

52 503, is repealed. 
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CJ 

Sec. 17. 24~A MRSA §4216, sub~§l, 'fJI~1. is enacted to read: 

1-1. The health maintenance organization has failed to meet 
the surplus requirements of section 4204-A; or 

Sec. lB. 24~A MRS A §§4231 to 4233 are enacted to read: 

§4231. Insolvency; alternative coverage 

1. Continuation of coverage by other insurers. In the 
event of an insolvency of a health maintenance organization and 
if satisfactory arrangements for the. performance of obligations 
have not been made as provided for in section 4214, . all other 
insurers that made an offer of coverage to a group contract 
holde·r of the insolvent health maintenance organization at the 
most recent purchase or renewal of coverage prior to the 
insolvency, upon order of the superintendent, shall offer the 
enrollees in that group covered by the insolvent health 
maintenance organization a 3D-day enrollment period commencing 
upon the date of insolvency. Each insurer must offer that 
group's enrollees of the in~olvent health maintenance 
organization the same coverage and rates that the insurer had 
offered to enrollees of the group at the most recent purchase or 
renewal of coverage prior to the insolvency. 

2. Allocati9n of enro11ees. If .. no other insurer .had 
offered coverage to a group contract holder in the insolvent 
health maintenance organization, or if the superintendent 
determines that the other health benefit plan or plans lack 
sufficient health care delivery resources to ensure that health 
care services will be available and reasonably accessible to all 
of that group's enrollees in the insolvent. heal th maintenance 
organization, then the superintendent shall allocate equitably 
the insolvent health maintenance organization's group contracts 
among all health maintenance organizations that operate w.ithin a 
portion of the. insolvent health maintenance organization's 
service area, taking into consideration the health care delivery 
resources of each heal th maintenance organization. Each heal th 
maintenance organization to which a group or groups are so 
allocated shall offer such group or groups .the health maintenance 
organization's existing coverage that is most similar to eadh 
group's coverage with the insolvent health maintenance 
organization at rates determined in accordance with the successor 
health maintenance organization's existing rating methodology. 

3. Nongro~p enro1lees. The superintendent shall also 
allocate equitably. the insoivent health maintenance 
organization's nongroup enrollees who are unable to obtain other 
coverage among all health maintenance organizations that operate 
within a portion of the. insolvent health maintenance 
organization's service area, taking into consideration the health 
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care delivery resources of each health maintenance organization. 
Each health maintenance' organization to which nongroup enrollees 
are allocated shall offer those nongroup enrollees the health 
maintenance' organization's existing coverage for individual or 
conversion coverage· as determined by that enrollee's type of 
coverage in the insolvent health maintenance organization at 
rates determined . in accordance with the successor health 
maintenance organization's existing rating methodology. 
Successor health maintenance organizations that do not offer 
direct nongroup enrollment may aggregate all of the allocated 
nongroup enrollees into one group for rating and coverage 

12 purposes. 

14 §4232. Replacement coverage 

16 

18 

20 

22 

24 

26 

28 

30 

1. Group hospital. medical or surgical expenses. or service 
benefits. Any insurer or nonprofit health insurance plan that 
issues replacement coverage with respect to group hospital, 
medical or surgical expenses or service benefits within a period 
of 60 days from the date of discontinuance of a prior health 
maintenance organization contract or policy providing the 
hospital, medical or surgical expenses or service benefits shall 
immediately cover all enrollees who were validly covered under 
the previous health maintenance organization contract or policy 
at the date of discontinuance and who would otherwise be eligible 
for coverage . under' the succeeding insurer's or nonprofit health 
insurance plan's contract, regardless of' any provisions in that 
contract relating to active employment, hospital confinement or 
pregnancy. 

2. Preexisting conditions. . No provision in a succeeding 
32 insurer's or nonprofit health insurance plan's contract of 

replacement coverage that reduces or excludes benefits on the 
34 basis that -the condition giving rise to benefits· preexisted the 

'effective date of the succeeding insurer's or nonprofit health 
36 insurance plan's contract, except to the extent that benefits for 

the condition would have been reduced or excluded under the prior 
38 insurer's or nonprofit health insurance plan's contract or 

policy, may be applied to those enrollees validly covered under 
40 the prior insurer's or nonprofit health insurance plan's contract 

or policy on the date of discontinuance. 
42 

§4233. Registration. regulation and supervision of holding 
44 company systems 

46 Every domestic health maintenance organization shall be 
subject to the requirements of section 222,· subsections 2 to 9 

48' .and subsections.13 to 18,' and shall be deemed to be an insurer 
£or purposes of those provisions of chapter 57, subchapters I and 

50 l..L.-
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STATEMENT OF FACT 

The purpose of this bill is to strengthen regulation of 
health maintenance organizations (HMO), regarding financial 
viability and continuity of health car!=! s.ervices undertaken by 
physicians in independent practice associations. The bill makes 
the following changes to the laws governing health maintenance 
organizations. 

1. It provides more definitive terms and outlines 
responsibilities of a HMO and its providers. 

2. It requires that a feasibility plan be filed by those 
seeking to establish a HMO in Maine. 

3. It requires that HMOs disclose their plans for quality 
control regarding services rendered to subscribers. 

4. It requires that a business plan for establiShing a HMO 
contain provisions that address a business failure and how 
specified providers will then act on any undischarged 
subscriber's benefits. 

5. It modifies standards under which 
quality of care, correction of deficiencies, 
evaluation of coordination of patient care is 
in qualifying for a certificate of authority. 

a demonstration of 
if any, and ongoing 

to be incorporated 

6. It sets in place a new requirement for demonstrating 
financial solidity. A newly formed HMO, as of January 1, 1994, 
must possess surplus funds equal to $1,500,000 and maintain 
$1,000,000 thereafter. There is a phase-in period for 
capitalizing HMOs which is to be accomplished over the 3 
intervening years; 40<).0 of these amounts is required in 1991, 60~o 

in 1992, 80% in 1993, and 100% thereafter. 

7. It outlines the form of subordinated debt, if any, to be 
used by a HMO. 

8. It requires fidelity bonding for officials of a HMO who 
handle funds. 

9. It makes applicable to HMOs investment standards that 
insurers must follow. 

10. It requires deposit funds to be maintained with the 
Treasurer of State if the HMO can "balance bill" subscribers. 
Balance billing occurs when the provider is not fully compensated 
by the HMO for services rendered. 
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11. It requires that a hold harmless provision be included 
in provider contracts to avoid, to the extent possible, balance 
billing to subscribers of financially distressed or insolvent 
HMOs. 

12. It provides for suspension or revocation of license of 
8 a HMO if it fails tb maintain adequate surplus funds. 

10 13. It provides for alternative or replacement coverage for 
subscribers of an ihsolvent HMO. 

12 
14. It requires holding companies controlling a HMO to 

14 register with the Stireau of Insurance. 
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