General Assembly Amendment
January Session, 2003 LCO No. 6498

*SB0091706498SD0*
Offered by:

SEN. CRISCO, 17t Dist.
REP. OREFICE, 37t Dist.
REP. FELTMAN, 6th Dist.

To: Subst. Senate Bill No. 917 File No. 208 Cal. No. 166

"AN ACT CONCERNING PREFERRED PROVIDER NETWORKS."

1 Strike everything after the enacting clause and substitute the
2 following in lieu thereof:
3 "Section 1. Section 38a-47%aa of the general statutes is repealed and

4  the following is substituted in lieu thereof (Effective October 1, 2003):

5 (a) As used in this section, sections 2 to 7, inclusive, of this act, and
6  subsection (b) of section 20-138b:

7 (1) "Covered benefits" means health care services to which an

8 enrollee is entitled under the terms of a managed care plan;

9 (2) "Enrollee" means an individual who is eligible to receive health

10  care services through a preferred provider network;

11 [(1)] (8) "Health care services" means health care related services or

12 products rendered or sold by a provider within the scope of the
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provider's license or legal authorization, and includes hospital,
medical, surgical, dental, vision and pharmaceutical services or

products;

(4) "Managed care organization" means (A) a managed care

organization, as defined in section 38a-478, as amended by this act, (B)

any other health insurer, or (C) a reinsurer with respect to health

insurance;

(5) "Managed care plan" means a managed care plan, as defined in

section 38a-478, as amended by this act;

[(2)] (6) "Person" means an individual, agency, political subdivision,
partnership, corporation, limited liability company, association or any

other entity;

[(3)] (7) "Preferred provider network" means [an arrangement in
which agreements relating to the health care services to be rendered by
providers, including the amounts to be paid to the providers for such
services, are entered into between such providers and a person who
establishes, operates, maintains or underwrites the arrangement, in
whole or in part, and includes any provider-sponsored preferred
provider network or independent practice association that offers

network services, but] a person, which is not a managed care

organization, but which pavys claims for the delivery of health care

services, accepts financial risk for the delivery of health care services

and establishes, operates or maintains an arrangement or contract with

providers relating to (A) the health care services rendered by the

providers, and (B) the amounts to be paid to the providers for such

services. "Preferred provider network" does not include a workers'

compensation preferred provider organization established pursuant to
section 31-279-10 of the regulations of Connecticut state [or an
arrangement relating only to health care services offered by providers
to individuals covered under self-insured Employee Welfare Benefit
Plans established pursuant to the federal Employee Retirement Income

Security Act of 1974, as from time to time amended] agencies or an
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independent practice association or physician hospital organization

whose primary function is to contract with insurers and provide

services to providers;

[(4)] (8) "Provider" means an individual or entity duly licensed or

legally authorized to provide health care services; and
[(5)] (9) "Commissioner" means the Insurance Commissioner.

[(b) All preferred provider networks shall file with the
commissioner prior to the start of enrollment and shall annually

update such filing by July first of each year thereafter.]

(b) On and after May 1, 2004, no preferred provider network may

enter into or renew a contractual relationship with a managed care

organization unless the preferred provider network is licensed by the

commissioner. On and after Mav 1, 2005, no preferred provider

network may conduct business in this state unless it is licensed by the

commissioner. Any person seeking to obtain or renew a license shall

submit an application to the commissioner, on such form as the

commissioner may prescribe, and shall include the filing described in

this subsection, except that a person seeking to renew a license may

submit only the information necessary to update its previous filing.

Applications shall be submitted by March first of each vear in order to

qualify for the May first license issue or renewal date. The filing

required [by] from such preferred provider network shall include the
following information: (1) The identity of the preferred provider

network and any company or organization controlling the operation of

the preferred provider network, including the name, business address,

contact person, a description of [such] the controlling company or

organization and, where applicable, the following: (A) A certificate
from the Secretary of the State regarding the preferred provider

network's and the controlling company's or organization's good

standing to do business in the state; (B) a copy of the preferred
provider network's and the controlling company's or organization's

[balance sheet at] financial statement completed in accordance with
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sections 38a-53 and 38a-54, as applicable, for the end of its most

recently concluded fiscal year, along with the name and address of any
public accounting firm or internal accountant which prepared or

assisted in the preparation of such [balance sheet] financial statement;

(C) a list of the names, official positions and occupations of members

of the preferred provider network's and the controlling company's or

organization's board of directors or other policy-making body and of

those executive officers who are responsible for the preferred provider

network's and controlling company's or organization's activities with

respect to the [medical care] health care services network; (D) a list of

the preferred provider network's and the controlling company's or

organization's principal owners; (E) in the case of an out-of-state
preferred provider network, controlling company or organization, a

certificate that such preferred provider network, company or

organization is in good standing in its state of organization; (F) in the

case of a Connecticut or out-of-state preferred provider network,

controlling company or organization, a report of the details of any
suspension, sanction or other disciplinary action relating to such

preferred provider network, or controlling company or organization in

this state or in any other state; and (G) the identity, address and
current relationship of any related or predecessor controlling company
or organization. For purposes of this subparagraph, "related" means
that a substantial number of the board or policy-making body
members, executive officers or principal owners of both companies are
the same; (2) a general description of the preferred provider network
and participation in the preferred provider network, including: (A)
The geographical service area of and the names of the hospitals
included in the preferred provider network; [and] (B) the primary care
physicians, the specialty physicians, any other contracting [health care]
providers and the number and percentage of each group's capacity to
accept new patients; (C) a list of all entities on whose behalf the

preferred provider network has contracts or agreements to provide

health care services; (D) a table listing all major categories of health

care services provided by the preferred provider network; (E) an

approximate number of total enrollees served in all of the preferred
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provider network's contracts or agreements; (F) a list of subcontractors

of the preferred provider network, not including individual

participating providers, that assume financial risk from the preferred

provider network and to what extent each subcontractor assumes

financial risk; (G) a contingency plan describing how contracted health

care services will be provided in the event of insolvency; and (H) any

other information requested by the commissioner; and (3) the name

and address of the person to whom applications may be made for

participation.

(c) Any person developing a preferred provider network, or
expanding a preferred provider network into a new county, pursuant
to this section and subsection (b) of section 20-138b, shall publish a
notice, in at least one newspaper having a substantial circulation in the
service area in which the preferred provider network operates or will
operate, indicating such planned development or expansion. Such
notice shall include the medical specialties included in the preferred
provider network, the name and address of the person to whom
applications may be made for participation and a time frame for
making application. The preferred provider network shall provide the
applicant with written acknowledgment of receipt of the application.
Each complete application shall be considered by the preferred

provider network in a timely manner.

(d) (1) Each preferred provider network shall file with the
commissioner and make available upon request from a provider [,] the
general criteria for its selection or termination of providers. Disclosure
shall not be required of criteria deemed by the preferred provider
network to be of a proprietary or competitive nature that would hurt
the preferred provider network's ability to compete or to manage
health care services. For purposes of this section, [disclosure of] criteria

is of a proprietary or [anticompetitive] competitive nature if it has the

tendency to cause [health care] providers to alter their practice pattern

in a manner that would circumvent efforts to contain health care costs

and criteria is of a proprietary nature if revealing the criteria would
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cause the preferred provider network's competitors to obtain valuable

business information.

(2) If a preferred provider network uses criteria that have not been
tiled pursuant to subdivision (1) of this subsection to judge the quality
and cost-effectiveness of a provider's practice under any specific
program within the preferred provider network, the preferred
provider network may not reject or terminate the provider
participating in that program based upon such criteria until the
provider has been informed of the criteria that the provider's practice

fails to meet.

(e) [A] Each preferred provider network [which has a limited
network and which does not provide any reimbursement when an
enrollee obtains service outside that limited network shall inform each
applicant of that fact prior to enrolling the applicant for coverage] shall

permit the Insurance Commissioner to inspect its books and records.

(f) Each preferred provider network shall permit the commissioner

to examine, under oath, any officer or agent of the preferred provider

network or controlling company or organization with respect to the

use of the funds of the preferred provider network, company or

organization, and compliance with (1) the provisions of this part and

sections 2 to 7, inclusive, of this act, and (2) the terms and conditions of

its contracts to provide health care services.

(2) Each preferred provider network shall file with the

commissioner a notice of any material modification of any matter or

document furnished pursuant to this part, or sections 2 to 7, inclusive,

of this act, and shall include such supporting documents as are

necessary to explain the modification.

(h) Each preferred provider network shall maintain a minimum net
worth of either (1) the greater of (A) two hundred fifty thousand
dollars, or (B) an amount equal to eight per cent of its annual

expenditures as reported on its most recent financial statement

completed and filed with the commissioner in accordance with
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sections 38a-53 and 38a-54, as applicable, or (2) another amount

determined by the commissioner.

(i) Each preferred provider network shall maintain or arrange for a

letter of credit, bond, surety, reinsurance, reserve or other financial

security acceptable to the commissioner for the exclusive use of paying

any outstanding amounts owed participating providers in the event of

insolvency or nonpayment except that any remaining security may be

used for the purpose of reimbursing managed care organizations in

accordance with subsection (b) of section 2 of this act. Such

outstanding amount shall be at least an amount equal to the greater of

(1) an amount calculated on the basis of the two quarters within the

past vear with the greatest amounts owed by the preferred provider

network to participating providers, (2) the actual outstanding amount

owed by the preferred provider network to participating providers, or

(3) another amount determined by the commissioner. Such amount

may be credited against the preferred provider network's minimum

net worth requirements set forth in subsection (h) of this section. The

commissioner shall review such security amount and calculation on a

quarterly basis.

(i) Each preferred provider network shall pay the applicable license

or renewal fee specified in section 38a-11, as amended by this act. The

commissioner shall use the amount of such fees solely for the purpose

of regulating preferred provider networks.

(k) In no event, including, but not limited to, nonpayment by the

managed care organization, insolvency of the managed care

organization, or breach of contract between the managed care

organization and the preferred provider network, shall a preferred

provider network bill, charge, collect a deposit from, seek

compensation, remuneration or reimbursement from, or have any

recourse against an enrollee or an enrollee's designee, other than the

managed care organization, for covered benefits provided, except that

the preferred provider network may collect any copayments,

deductibles or other out-of-pocket expenses that the enrollee is
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required to pay pursuant to the managed care plan.

(1) Each contract or agreement between a preferred provider

network and a participating provider shall contain a provision that if

the preferred provider network fails to pay for health care services as

set forth in the contract, the enrollee shall not be liable to the

participating provider for any sums owed by the preferred provider

network or any sums owed by the managed care organization because

of nonpayment by the managed care organization, insolvency of the

managed care organization or breach of contract between the managed

care organization and the preferred provider network.

(m) Each utilization review determination made by or on behalf of a

preferred provider network shall be made in accordance with sections

38a-226 to 38a-226d, inclusive, except that any initial appeal of a

determination not to certify an admission, service, procedure or

extension of stay shall be conducted in accordance with subdivision (7)

of subsection (a) of section 38a-226¢c, and any subsequent appeal shall

be referred to the managed care organization on whose behalf the

preferred provider network provides services. The managed care

organization shall conduct the subsequent appeal in accordance with

said subdivision.

Sec. 2. (NEW) (Effective May 1, 2004) (a) On and after May 1, 2004, no
managed care organization may enter into or renew a contractual
relationship with a preferred provider network that is not licensed in
accordance with section 38a-479aa of the general statutes, as amended
by this act. On and after May 1, 2005, no managed care organization
may continue or maintain a contractual relationship with a preferred
provider network that is not licensed in accordance with section 38a-

479aa of the general statutes, as amended by this act.

(b) Each managed care organization that contracts with a preferred
provider network shall (1) post and maintain or require the preferred
provider network to post and maintain a letter of credit, bond, surety,

reinsurance, reserve or other financial security acceptable to the
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Insurance Commissioner, in order to satisfy the risk accepted by the
preferred provider network pursuant to the contract, in an amount
calculated in accordance with subsection (i) of section 38a-479aa of the
general statutes, as amended by this act, and (2) determine who posts
and maintains the security required under subdivision (1) of this
subsection. In the event of insolvency or nonpayment such security
shall be used by the preferred provider network, or other entity
designated by the commissioner, solely for the purpose of paying any
outstanding amounts owed participating providers, except that any
remaining security may be used for the purpose of reimbursing the
managed care organization for any payments made by the managed
care organization to participating providers on behalf of the preferred

provider network.

(c) Each managed care organization that contracts with a preferred
provider network shall provide to the preferred provider network at

the time the contract is entered into and annually thereafter:

(1) Information, as determined by the managed care organization,
regarding the amount and method of remuneration to be paid to the

preferred provider network;

(2) Information, as determined by the managed care organization, to
assist the preferred provider network in being informed regarding any
financial risk assumed under the contract or agreement, including, but
not limited to, enrollment data, primary care provider to covered
person ratios, provider to covered person ratios by specialty, a table of
the services that the preferred provider network is responsible for,
expected or projected utilization rates, and all factors used to adjust

payments or risk-sharing targets;

(3) The National Associations of Insurance Commissioners annual

statement for the managed care organization; and
(4) Any other information the commissioner may require.

(d) Each managed care organization shall ensure that any contract it
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has with a preferred provider network includes:

(1) A provision that requires the preferred provider network to
provide to the managed care organization at the time a contract is
entered into, annually, and upon request of the managed care
organization, (A) the financial statement completed in accordance with
sections 38a-53 and 38a-54 of the general statutes, as applicable, and
section 38a-479aa of the general statutes, as amended by this act; (B)
documentation that satisfies the managed care organization that the
preferred provider network has sufficient ability to accept financial
risk; (C) documentation that satisfies the managed care organization
that the preferred provider network has appropriate management
expertise and infrastructure; (D) documentation that satisfies the
managed care organization that the preferred provider network has an
adequate provider network taking into account the geographic
distribution of enrollees and participating providers and whether
participating providers are accepting new patients; (E) an accurate list
of participating providers; and (F) documentation that satisfies the
managed care organization that the preferred provider network has
the ability to ensure the delivery of health care services as set forth in
the contract.

(2) A provision that requires the preferred provider network to
provide to the managed care organization a quarterly status report that
includes (A) information updating the financial statement completed
in accordance with sections 38a-53 and 38a-54 of the general statutes,
as applicable, and section 38a-479aa of the general statutes, as
amended by this act; (B) a report showing amounts paid to those
providers who provide health care services on behalf of the managed
care organization; (C) an estimate of payments due providers but not
yet reported by providers; (D) amounts owed to providers for that
quarter; and (E) the number of utilization review determinations not to
certify an admission, service, procedure or extension of stay made by
or on behalf of the preferred provider network and the outcome of
such determination on appeal;
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(3) A provision that requires the preferred provider network to
provide notice to the managed care organization not later than five
business days after (A) any change involving the ownership structure
of the preferred provider network; (B) financial or operational
concerns arise regarding the financial viability of the preferred
provider network; or (C) the preferred provider network's loss of a

license in this or any other state;

(4) A provision that if the managed care organization fails to pay for
health care services as set forth in the contract, the enrollee will not be
liable to the provider or preferred provider network for any sums
owed by the managed care organization or preferred provider

network;

(5) A provision that the preferred provider network shall include in
all contracts between the preferred provider network and participating
providers a provision that if the preferred provider network fails to
pay for health care services as set forth in the contract, for any reason,
the enrollee shall not be liable to the participating provider or
preferred provider network for any sums owed by the preferred
provider network or any sums owed by the managed care
organization because of nonpayment by the managed care
organization, insolvency of the managed care organization or breach of
contract between the managed care organization and the preferred

provider network;

(6) A provision requiring the preferred provider network to provide
information to the managed care organization, satisfactory to the
managed care organization, regarding the preferred provider

network’s reserves for financial risk;

(7) A provision that (A) the preferred provider network or managed
care organization shall post and maintain a letter of credit, bond,
surety, reinsurance, reserve or other financial security acceptable to the
commissioner, in order to satisfy the risk accepted by the preferred

provider network pursuant to the contract, in an amount calculated in
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accordance with subsection (i) of section 38a-479aa of the general
statutes, as amended by this act, (B) the managed care organization
shall determine who posts and maintains the security required under
subparagraph (A) of this subdivision, and (C) in the event of
insolvency or nonpayment, such security shall be used by the
preferred provider network, or other entity designated by the
commissioner, solely for the purpose of paying any outstanding
amounts owed participating providers, except that any remaining
security may be used for the purpose of reimbursing the managed care
organization for any payments made by the managed care
organization to participating providers on behalf of the preferred

provider network;

(8) A provision under which the managed care organization is
permitted, at the discretion of the managed care organization, to pay
participating providers directly and in lieu of the preferred provider
network in the event of insolvency or mismanagement by the
preferred provider network and that payments made pursuant to this
subdivision may be made or reimbursed from the security posted

pursuant to subsection (b) of this section;

(9) A provision transferring and assigning contracts between the
preferred provider network and participating providers to the
managed care organization for the provision of future services by
participating providers to enrollees, at the discretion of the managed
care organization, in the event the preferred provider network (A)
becomes insolvent, (B) otherwise ceases to conduct business, as
determined by the commissioner, or (C) demonstrates a pattern of
nonpayment of authorized claims, as determined by the commissioner,

for a period in excess of ninety days;

(10) A provision that each contract or agreement between the
preferred provider network and participating providers shall include a
provision transferring and assigning contracts between the preferred
provider network and participating providers to the managed care

organization for the provision of future health care services by
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participating providers to enrollees, at the discretion of the managed
care organization, in the event the preferred provider network (A)
becomes insolvent, (B) otherwise ceases to conduct business, as
determined by the commissioner, or (C) demonstrates a pattern of
nonpayment of authorized claims, as determined by the commissioner,

for a period in excess of ninety days; and

(11) A provision that the preferred provider network shall pay for
the delivery of health care services and operate or maintain
arrangements or contracts with providers in a manner consistent with
the provisions of law that apply to the managed care organization's

contracts with enrollees and providers.

(12) A provision that the preferred provider network shall ensure
that utilization review determinations are made in accordance with
sections 38a-226 to 38a-226d, inclusive, of the general statutes, except
that any initial appeal of a determination not to certify an admission,
service, procedure or extension of stay shall be made in accordance
with subdivision (7) of subsection (a) of section 38a-226c of the general
statutes. In cases where an appeal to reverse a determination not to
certify is unsuccessful, the preferred provider network shall refer the
case to the managed care organization which shall conduct the

subsequent appeal, if any, in accordance with said subdivision.

(e) Each managed care organization that contracts with a preferred
provider network shall have adequate procedures in place to notify the
commissioner that a preferred provider network has experienced an
event that may threaten the preferred provider network’s ability to
materially perform under its contract with the managed care
organization. The managed care organization shall provide such notice
to the commissioner not later than five days after it discovers that the

preferred provider network has experienced such an event.

(f) Each managed care organization that contracts with a preferred
provider network shall monitor and maintain systems and controls for

monitoring the financial health of the preferred provider networks
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with which it contracts.

(g) Each managed care organization that contracts with a preferred
provider network shall provide to the commissioner, and update on an
annual basis, a contingency plan, satisfactory to the commissioner,
describing how health care services will be provided to enrollees if the
preferred provider network becomes insolvent or is mismanaged. The
contingency plan shall include a description of what contractual and
financial steps have been taken to ensure continuity of care to enrollees
if the preferred provider network becomes insolvent or is

mismanaged.

(h) Notwithstanding any agreement to the contrary, each managed
care organization shall retain full responsibility to its enrollees for
providing coverage for health care services pursuant to any applicable
managed care plan and any applicable state or federal law. Each
managed care organization shall exercise due diligence in its selection

and oversight of a preferred provider network.

(i) Notwithstanding any agreement to the contrary, each managed
care organization shall be able to demonstrate to the satisfaction of the
commissioner that the managed care organization can fulfill its
nontransferable obligations to provide coverage for the provision of
health care services to enrollees in the event of the failure, for any

reason, of a preferred provider network.

(j) Each managed care organization that contracts with a preferred
provider network shall provide that in the event of the failure, for any
reason, of a preferred provider network, the managed care
organization shall provide coverage for the enrollee to continue
covered treatment with the provider who treated the enrollee under
the preferred provider network contract regardless of whether the
provider participates in any plan operated by the managed care
organization. In the event of such failure, the managed care
organization shall continue coverage until the earlier of (1) the date the

enrollee's treatment is completed under a treatment plan that was
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authorized and in effect on the date of the failure, or (2) the date the
contract between the enrollee and the managed care organization
terminates. The managed care organization shall compensate a
provider for such continued treatment at the rate due the provider
under the provider's contract with the failed preferred provider

network.

(k) Each managed care organization that contracts with a preferred
provider network shall confirm the information in the quarterly status
report submitted by the preferred provider network pursuant to
subdivision (2) of subsection (d) of this section and shall submit such
information to the commissioner, on such form as the commissioner
prescribes, not later than ten days after receiving a request from the

commissioner for such information.

() (1) Each managed care organization that contracts with a
preferred provider network shall certify annually to the commissioner,
on such form and in such manner as the commissioner prescribes, that
the managed care organization has reviewed the documentation
submitted by the preferred provider network pursuant to subdivision
(I) of subsection (d) of this section and has determined that the
preferred provider network maintains a provider network that is
adequate to ensure the delivery of health care services as set forth in
the contract. If the commissioner finds that the certification was not
submitted in good faith, the commissioner may deem the managed
care organization to have not complied with this subsection and may

take action pursuant to section 5 of this act.

(2) If the managed care organization determines that the preferred
provider network's provider network is not adequate and must be
increased, the managed care organization shall provide written notice
of the determination to the commissioner. Such notice shall describe
(1) any plan in place for the preferred provider network to increase its
provider network, and (2) the managed care organization's
contingency plan in the event the preferred provider network does not

satisfactorily increase its provider network.
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(m) Nothing in section 38a-479aa of the general statutes, as
amended by this act, sections 2 to 7, inclusive, of this act, or part 1a of
chapter 700c of the general statutes, as amended by this act, shall be
construed to require a preferred provider network to share proprietary
information with a managed care organization concerning contracts or
financial arrangements with providers who are not included in that
managed care organization's network, or other preferred provider

networks or managed care organizations.

Sec. 3. (NEW) (Effective October 1, 2003) (a) Whenever a preferred
provider network is providing services pursuant to a contract with a
managed care organization, the preferred provider network may not
establish any terms, conditions or requirements for access, diagnosis or
treatment that are different than the terms, conditions or requirements
for access, diagnosis or treatment in the managed care organization's
plan, except that no preferred provider network shall be required to
provide an enrollee access to a provider who does not participate in
the preferred provider network unless the preferred provider network
is required to provide such access under its contract with the managed

care organization.

(b) Whenever a preferred provider network is providing services
pursuant to a contract with a managed care organization, the preferred
provider network shall pay for the delivery of health care services and
operate and maintain arrangements or contracts with providers in a
manner consistent with the provisions of law that apply to the

managed care organization's contracts with enrollees and providers.

Sec. 4. (NEW) (Effective October 1, 2003) Each preferred provider
network shall examine its outstanding amounts in each quarter and if
the preferred provider network determines that the outstanding
amounts in a quarter will exceed ninety-five per cent of the security
posted pursuant to subsection (i) of section 38a-479aa of the general
statutes, as amended by this act, the preferred provider network shall
mail a notice to each of its participating providers concerning the

status of incurred claims and shall send notice to each managed care
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organization with which it contracts and the Insurance Commissioner
on such form as the commissioner prescribes. The commissioner shall
meet with the applicable managed care organization and preferred
provider network to ensure continued services to enrollees and

payment to providers.

Sec. 5. (NEW) (Effective October 1, 2003) (a) If the Insurance
Commissioner determines that a preferred provider network or
managed care organization, or both, has not complied with any
applicable provision of section 38a-479aa of the general statutes, as
amended by this act, sections 38a-226 to 38a-226d, inclusive, of the
general statutes, sections 38a-815 to 38a-819, inclusive, of the general
statutes or sections 2 to 7, inclusive, of this act, the commissioner may
(1) order the preferred provider network or managed care
organization, or both if both have not complied, to cease and desist all
operations in violation of said sections; (2) terminate or suspend the
preferred provider network’s license; (3) institute a corrective action
against the preferred provider network or managed care organization,
or both if both have not complied; (4) order the payment of a civil
penalty by the preferred provider network or managed care
organization, or both if both have not complied, of not more than one
thousand dollars for each and every act or violation; (5) order the
payment of such reasonable expenses as may be necessary to
compensate the commissioner in conjunction with any proceedings
held to investigate or enforce violations of section 38a-479aa of the
general statutes, as amended by this act, sections 38a-226 to 38a-226d,
inclusive, of the general statutes, sections 38a-815 to 38a-819, inclusive,
of the general statutes or sections 2 to 7, inclusive, of this act; and (6)
use any of the commissioner’s other enforcement powers to obtain
compliance with section 38a-479aa of the general statutes, as amended
by this act, sections 38a-226 to 38a-226d, inclusive, of the general
statutes, sections 38a-815 to 38a-819, inclusive, of the general statutes
or sections 2 to 7, inclusive, of this act. The commissioner may hold a
hearing concerning any matter governed by section 38a-479aa of the
general statutes, as amended by this act, sections 38a-226 to 38a-226d,
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inclusive, of the general statutes, sections 38a-815 to 38a-819, inclusive,
of the general statutes or sections 2 to 7, inclusive, of this act, in
accordance with section 38a-16 of the general statutes. Subject to the
same confidentiality and liability protections set forth in subsections
(c) and (k) of section 38a-14 of the general statutes, the commissioner
may engage the services of attorneys, appraisers, independent
actuaries, independent certified public accountants or other
professionals and specialists to assist the commissioner in conducting
an investigation under this section, the cost of which shall be borne by
the managed care organization or preferred provider network, or both,

that is the subject of the investigation.

(b) If a preferred provider network fails to comply with any
applicable provision of section 38a-479aa of the general statutes, as
amended by this act, sections 38a-226 to 38a-226d, inclusive, of the
general statutes, sections 38a-815 to 38a-819, inclusive, of the general
statutes or sections 2 to 7, inclusive, of this act, the commissioner may
assign or require the preferred provider network to assign its rights
and obligations under any contract with participating providers in

order to ensure that covered benefits are provided.

(c) The commissioner shall receive and investigate (1) any grievance
filed against a preferred provider network or managed care
organization, or both, by an enrollee or an enrollee's designee
concerning matters governed by section 38a-479aa of the general
statutes, as amended by this act, sections 38a-226 to 38a-226d,
inclusive, of the general statutes, sections 38a-815 to 38a-819, inclusive,
of the general statutes or sections 2 to 7, inclusive, of this act, or (2) any
referral from the Office of Managed Care Ombudsman pursuant to
section 38a-1041 of the general statutes, as amended by this act. The
commissioner shall code, track and review such grievances and
referrals. The preferred provider network or managed care
organization, or both, shall provide the commissioner with all
information necessary for the commissioner to investigate such
grievances and referrals. The information collected by the

commissioner pursuant to this section shall be maintained as
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confidential and shall not be disclosed to any person except (A) to the
extent necessary to carry out the purposes of section 38a-479aa of the
general statutes, as amended by this act, sections 38a-226 to 38a-226d,
inclusive, of the general statutes, sections 38a-815 to 38a-819, inclusive,
of the general statutes and sections 2 to 7, inclusive, of this act, (B) as
allowed under title 38a of the general statutes, (C) to the Managed
Care Ombudsman and (D) information concerning the nature of any
grievance or referral and the commissioner's final determination shall
be a public record, as defined in section 1-200 of the general statutes,
provided no personal information, as defined in section 38a-975 of the
general statutes, shall be disclosed. The commissioner shall report to
the Managed Care Ombudsman on the resolution of any matter

referred to the commissioner by the Managed Care Ombudsman.

Sec. 6. (NEW) (Effective October 1, 2003) No health insurer, health
care center, utilization review company, as defined in section 38a-226
of the general statutes, or preferred provider network, as defined in
section 38a-47%aa of the general statutes, as amended by this act, shall
take or threaten to take any adverse personnel or coverage-related
action against any enrollee, provider or employee in retaliation for
such enrollee, provider or employee (1) filing a complaint with the
Insurance Commissioner or the Office of Managed Care Ombudsman,
or (2) disclosing information to the Insurance Commissioner
concerning any violation of section 38a-479aa of the general statutes, as
amended by this act, sections 38a-226 to 38a-226d, inclusive, of the
general statutes, sections 38a-815 to 38a-819, inclusive, of the general
statutes or sections 2 to 7, inclusive, of this act, unless such disclosure
violates the provisions of chapter 705 of the general statutes or the
privacy provisions of the federal Health Insurance Portability and
Accountability Act of 1996 (P.L. 104-191) (HIPAA), as amended from
time to time, or regulations adopted thereunder. Any enrollee,
provider or employee who is aggrieved by a violation of this section
may bring a civil action in the superior court to recover damages and

attorneys' fees and costs.

Sec. 7. (NEW) (Effective October 1, 2003) The Insurance
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Commissioner may adopt regulations, in accordance with chapter 54
of the general statutes, to implement the provisions of section 38a-
479aa of the general statutes, as amended by this act, and sections 2 to

6, inclusive, of this act.

Sec. 8. Section 38a-1041 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

(a) There is established an Office of Managed Care Ombudsman
which shall be within the Insurance Department for administrative

purposes only.
(b) The Office of Managed Care Ombudsman may:

(1) Assist health insurance consumers with managed care plan
selection by providing information, referral and assistance to
individuals about means of obtaining health insurance coverage and

services;

(2) Assist health insurance consumers to understand their rights and

responsibilities under managed care plans;

(3) Provide information to the public, agencies, legislators and
others regarding problems and concerns of health insurance
consumers and make recommendations for resolving those problems

and concerns;

(4) Assist consumers with the filing of complaints and appeals,
including filing appeals with a managed care organization’s internal
appeal or grievance process and the external appeal process
established under section 38a-478n;

(5) Analyze and monitor the development and implementation of
federal, state and local laws, regulations and policies relating to health

insurance consumers and recommend changes it deems necessary;

(6) Facilitate public comment on laws, regulations and policies,

including policies and actions of health insurers;
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(7) Ensure that health insurance consumers have timely access to the

services provided by the office;

(8) Review the health insurance records of a consumer who has

provided written consent for such review;

(9) Create and make available to employers a notice, suitable for
posting in the workplace, concerning the services that the Managed

Care Ombudsman provides;

(10) Establish a toll-free number, or any other free calling option, to
allow customer access to the services provided by the Managed Care

Ombudsman;

(11) Pursue administrative remedies on behalf of and with the

consent of any health insurance consumers;

(12) Adopt regulations, pursuant to chapter 54, to carry out the
provisions of sections 38a-1040 to 38a-1050, inclusive; and

(13) Take any other actions necessary to fulfill the purposes of
sections 38a-1040 to 38a-1050, inclusive.

(c) The Office of Managed Care Ombudsman shall make a referral

to the Insurance Commissioner if the Managed Care Ombudsman

finds that a preferred provider network may have engaged in a pattern

or practice that may be in violation of section 38a-479aa, as amended
by this act, sections 38a-226 to 38a-226d, inclusive, sections 38a-815 to

38a-819, inclusive, or sections 2 to 7, inclusive, of this act.

(d) The Managed Care Ombudsman and the Insurance

Commissioner shall jointly compile a list of complaints received

against managed care organizations and preferred provider networks

and the commissioner shall maintain the list, except the names of

complainants shall not be disclosed if such disclosure would violate
the provisions of section 4-61dd or 38a-1045.

Sec. 9. Subsection (a) of section 38a-11 of the general statutes is
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repealed and the following is substituted in lieu thereof (Effective
October 1, 2003):

(@) The commissioner shall demand and receive the following fees:
(1) For the annual fee for each license issued to a domestic insurance
company, one hundred dollars; (2) for receiving and filing annual
reports of domestic insurance companies, twenty-five dollars; (3) for
filing all documents prerequisite to the issuance of a license to an
insurance company, one hundred seventy-five dollars, except that the
fee for such filings by any health care center, as defined in section 38a-
175, shall be one thousand one hundred dollars; (4) for filing any
additional paper required by law, fifteen dollars; (5) for each certificate
of valuation, organization, reciprocity or compliance, twenty dollars;
(6) for each certified copy of a license to a company, twenty dollars; (7)
for each certified copy of a report or certificate of condition of a
company to be filed in any other state, twenty dollars; (8) for
amending a certificate of authority, one hundred dollars; (9) for each
license issued to a rating organization, one hundred dollars. In
addition, insurance companies shall pay any fees imposed under
section 12-211; (10) a filing fee of twenty-five dollars for each initial
application for a license made pursuant to section 38a-769; (11) with
respect to insurance agents appointments: (A) A filing fee of twenty-
five dollars for each request for any agent appointment; (B) a fee of
forty dollars for each appointment issued to an agent of a domestic
insurance company or for each appointment continued; and (C) a fee
of twenty dollars for each appointment issued to an agent of any other
insurance company or for each appointment continued, except that no
fee shall be payable for an appointment issued to an agent of an
insurance company domiciled in a state or foreign country which does
not require any fee for an appointment issued to an agent of a
Connecticut insurance company; (12) with respect to insurance
producers: (A) An examination fee of seven dollars for each
examination taken, except when a testing service is used, the testing
service shall pay a fee of seven dollars to the commissioner for each

examination taken by an applicant; (B) a fee of forty dollars for each
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license issued; and (C) a fee of forty dollars for each license renewed;
(13) with respect to public adjusters: (A) An examination fee of seven
dollars for each examination taken, except when a testing service is
used, the testing service shall pay a fee of seven dollars to the
commissioner for each examination taken by an applicant; and (B) a fee
of one hundred twenty-five dollars for each license issued or renewed;
(14) with respect to casualty adjusters: (A) An examination fee of ten
dollars for each examination taken, except when a testing service is
used, the testing service shall pay a fee of ten dollars to the
commissioner for each examination taken by an applicant; (B) a fee of
forty dollars for each license issued or renewed; and (C) the expense of
any examination administered outside the state shall be the
responsibility of the entity making the request and such entity shall
pay to the commissioner one hundred dollars for such examination
and the actual traveling expenses of the examination administrator to
administer such examination; (15) with respect to motor vehicle
physical damage appraisers: (A) An examination fee of forty dollars
for each examination taken, except when a testing service is used, the
testing service shall pay a fee of forty dollars to the commissioner for
each examination taken by an applicant; (B) a fee of forty dollars for
each license issued or renewed; and (C) the expense of any
examination administered outside the state shall be the responsibility
of the entity making the request and such entity shall pay to the
commissioner one hundred dollars for such examination and the
actual traveling expenses of the examination administrator to
administer such examination; (16) with respect to certified insurance
consultants: (A) An examination fee of thirteen dollars for each
examination taken, except when a testing service is used, the testing
service shall pay a fee of thirteen dollars to the commissioner for each
examination taken by an applicant; (B) a fee of two hundred dollars for
each license issued; and (C) a fee of one hundred twenty-five dollars
for each license renewed; (17) with respect to surplus lines brokers: (A)
An examination fee of ten dollars for each examination taken, except
when a testing service is used, the testing service shall pay a fee of ten

dollars to the commissioner for each examination taken by an
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applicant; and (B) a fee of five hundred dollars for each license issued
or renewed; (18) with respect to fraternal agents, a fee of forty dollars
for each license issued or renewed; (19) a fee of thirteen dollars for
each license certificate requested, whether or not a license has been
issued; (20) with respect to domestic and foreign benefit societies shall
pay: (A) For service of process, twenty-five dollars for each person or
insurer to be served; (B) for filing a certified copy of its charter or
articles of association, five dollars; (C) for filing the annual report, ten
dollars; and (D) for filing any additional paper required by law, three
dollars; (21) with respect to foreign benefit societies: (A) For each
certificate of organization or compliance, four dollars; (B) for each
certified copy of permit, two dollars; and (C) for each copy of a report
or certificate of condition of a society to be filed in any other state, four
dollars; (22) with respect to reinsurance intermediaries: A fee of five
hundred dollars for each license issued or renewed; (23) with respect
to viatical settlement providers: (A) A filing fee of thirteen dollars for
each initial application for a license made pursuant to section 38a-465a;
and (B) a fee of twenty dollars for each license issued or renewed; (24)
with respect to viatical settlement brokers: (A) A filing fee of thirteen
dollars for each initial application for a license made pursuant to
section 38a-465a; and (B) a fee of twenty dollars for each license issued

or renewed; (25) with respect to preferred provider networks, a fee of

two thousand five hundred dollars for each license issued or renewed;

(26) with respect to rental companies, as defined in section 38a-799, a
fee of forty dollars for each permit issued or renewed; and [(26)] (27)
with respect to each duplicate license issued a fee of twenty-five
dollars for each license issued.

Sec. 10. Section 38a-478 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

As used in sections 38a-478 to 38a-4780, inclusive, and subsection (a)
of section 38a-478s:

(1) "Commissioner" means the Insurance Commissioner.
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(2) "Managed care organization" means an insurer, health care
center, hospital or medical service corporation or other organization
delivering, issuing for delivery, renewing or amending any individual

or group health managed care plan in this state.

(3) "Managed care plan" means a product offered by a managed care
organization that provides for the financing or delivery of health care
services to persons enrolled in the plan through: (A) Arrangements
with selected providers to furnish health care services; (B) explicit
standards for the selection of participating providers; (C) financial
incentives for enrollees to use the participating providers and
procedures provided for by the plan; or (D) arrangements that share
risks with providers, provided the organization offering a plan
described under subparagraph (A), (B), (C) or (D) of this subdivision is
licensed by the Insurance Department pursuant to chapter 698, 698a or
700 and that the plan includes utilization review pursuant to sections
38a-226 to 38a-226d, inclusive.

(4) "Provider" means a person licensed to provide health care
services under chapters 370 to 373, inclusive, 375 to 383b, inclusive,

384a to 384c, inclusive, or chapter 400j.

(5) "Enrollee" means a person who has contracted for or who
participates in a managed care plan for himself or his eligible

dependents.

(6) "Preferred provider network" means a preferred provider

network, as defined in section 38a-479aa, as amended by this act.

(7) "Utilization review" means utilization review, as defined in
section 38a-226.

(8) "Utilization review company" means a utilization review

company, as defined in section 38a-226.

Sec. 11. Section 38a-478a of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

LCO No. 6498 D:\Conversion\Amd\s\2003SB-00917-R00SA-AMD.DOC 25



sSB 917 Amendment

792
793
794
795
796
797
798
799
800
801
802
803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821
822
823

824
825

On March 1, 1999, and annually thereafter, the Insurance
Commissioner shall submit a report, to the Governor and to the joint
standing committees of the General Assembly having cognizance of
matters relating to public health and relating to insurance, concerning
the commissioner's responsibilities under the provisions of sections
38a-226 to 38a-226d, inclusive, 38a-478 to 38a-478u, inclusive, as
amended by this act, 38a-479aa, as amended by this act, and 38a-993.

The report shall include: (1) A summary of the quality assurance plans

submitted by managed care organizations pursuant to section 38a-

478c, as amended by this act, along with suggested changes to improve

such plans; (2) suggested modifications to the consumer report card
developed under the provisions of section 38a-478l; (3) a summary of
the commissioner's procedures and activities in conducting market
conduct examinations of utilization review companies and preferred

provider networks, including, but not limited to: (A) The number of

desk and field audits completed during the previous calendar year; (B)
a summary of findings of the desk and field audits, including any
recommendations made for improvements or modifications; (C) a
description of complaints concerning managed care companies, and

any preferred provider network that provides services to enrollees on

behalf of the managed care organization, including a summary and

analysis of any trends or similarities found in the managed care
complaints filed by enrollees; (4) a summary of the complaints
received by the Insurance Department's Consumer Affairs Division
and the commissioner under section 38a-478n, including a summary
and analysis of any trends or similarities found in the complaints
received; (5) a summary of any violations the commissioner has found
against any managed care organization or any preferred provider

network that provides services to enrollees on behalf of the managed

care organization; and (6) a summary of the issues discussed related to

health care or managed care organizations at the Insurance
Department's quarterly forums throughout the state.

Sec. 12. Section 38a-478c of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):
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(a) On or before May 1, 1998, and annually thereafter, each managed

care organization shall submit to the commissioner:

(1) A report on its quality assurance plan that includes, but is not
limited to, information on complaints related to providers and quality
of care, on decisions related to patient requests for coverage and on
prior authorization statistics. Statistical information shall be submitted
in a manner permitting comparison across plans and shall include, but
not be limited to: (A) The ratio of the number of complaints received to
the number of enrollees; (B) a summary of the complaints received
related to providers and delivery of care or services and the action
taken on the complaint; (C) the ratio of the number of prior
authorizations denied to the number of prior authorizations requested;
(D) the number of [managed care organization's] utilization review

determinations made by or on behalf of a managed care organization

not to certify an admission, service, procedure or extension of stay, and
the denials upheld and reversed on appeal within the managed care
organization's utilization review procedure; (E) the percentage of those
employers or groups that renew their contracts within the previous
twelve months; and (F) notwithstanding the provisions of this
subsection, on or before July 1, 1998, and annually thereafter, all data
required by the National Committee for Quality Assurance (NCQA)
for its Health Plan Employer Data and Information Set (HEDIS). If an
organization does not provide information for the National Committee
for Quality Assurance for its Health Plan Employer Data and
Information Set, then it shall provide such other equivalent data as the
commissioner may require by regulations adopted in accordance with
the provisions of chapter 54. The commissioner shall find that the
requirements of this subdivision have been met if the managed care
plan has received a one-year or higher level of accreditation by the
National Committee for Quality Assurance and has submitted the
Health Plan Employee Data Information Set data required by
subparagraph (F) of this subdivision.

(2) A model contract that contains the provisions currently in force

in contracts between the managed care organization and preferred
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provider networks in this state, and the managed care organization

and participating providers in this state and, upon the commissioner's
request, a copy of any individual contracts between such parties,
provided the contract may withhold or redact proprietary fee schedule
information.

(3) A written statement of the types of financial arrangements or
contractual provisions that the managed care organization has with

hospitals, utilization review companies, physicians, preferred provider

networks and any other health care providers including, but not
limited to, compensation based on a fee-for-service arrangement, a
risk-sharing arrangement or a capitated risk arrangement.

(4) Such information as the commissioner deems necessary to
complete the consumer report card [he is] required [to develop and
distribute] pursuant to section 38a-478l. Such information may include,
but need not be limited to: (A) The organization's characteristics,
including its model, its profit or nonprofit status, its address and
telephone number, the length of time it has been licensed in this and
any other state, its number of enrollees and whether it has received
any national or regional accreditation; (B) a summary of the
information required by subdivision (3) of this section, including any
change in a plan's rates over the prior three years, its medical loss ratio
or percentage of the total premium revenues spent on medical care
compared to administrative costs and plan marketing, how it
compensates health care providers and its premium level; (C) a
description of services, the number of primary care physicians and

specialists, the number and nature of participating preferred provider

networks and the distribution and [the] number of hospitals, by
county; (D) utilization review information, including the name or
source of any established medical protocols and the utilization review
standards; (E) medical management information, including the
provider-to-patient ratio by primary care provider and speciality care
provider, the percentage of primary and speciality care providers who
are board certified, and how the medical protocols incorporate input as
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required in section 38a-478e; (F) the quality assurance information
required to be submitted under the provisions of subdivision (1) of
subsection (a) of this section; (G) the status of the organization's
compliance with the reporting requirements of this section; (H)
whether the organization markets to individuals and Medicare
recipients; (I) the number of hospital days per thousand enrollees; and
(J) the average length of hospital stays for specific procedures, as may

be requested by the commissioner.

(5) A summary of the procedures used by managed care

organizations to credential providers.

(b) The information required pursuant to subsection (a) of this
section shall be consistent with the data required by the National
Committee for Quality Assurance (NCQA) for its Health Plan
Employer Data and Information Set (HEDIS).

(c) The commissioner may accept electronic filing for any of the

requirements under this section.

(d) No managed care organization shall be liable for a claim arising
out of the submission of any information concerning complaints
concerning providers, provided the managed care organization
submitted the information in good faith."

This act shall take effect as follows:
Section 1 October 1, 2003
Sec. 2 May 1, 2004
Sec. 3 October 1, 2003
Sec. 4 October 1, 2003
Sec. 5 October 1, 2003
Sec. 6 October 1, 2003
Sec. 7 October 1, 2003
Sec. 8 October 1, 2003
Sec. 9 October 1, 2003
Sec. 10 October 1, 2003
Sec. 11 October 1, 2003
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Amendment

| Sec. 12

| October 1, 2003

LCO No. 6498

D:\Conversion\Amd\s\2003SB-00917-R00SA-AMD.DOC

30



