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CHAPTER 54 REGULATIONS GOVERNING THE OPERATION OF HEALTH
MAINTENANCE ORGANIZATIONS

100 STATUTORY AUTHORITY
100.01 These regulations are promulgated pursuant to House Bill 276, adopted by the
Mississippi State Legislature in its regular 1986 session. and pussuant 1o Miss.
Code Ann. 41-3-17 (Supp. 1985).
101 DREFINITIONS
(01,01 Commissioner means the Commssioner of Insurance.
101.02 Director means the Executive Officer of Mississippi State Board of Health,

101.03 Healih Maintenance O ation or “HMO" means a public or private
arganization which:

1.  provides or otherwise makes available 10 enrolled participants health care
services, including substantially the following basic healthcare services:
physician services, hospitalization, laboratory, x-ray, emergency and
preventive services, and out-of-area coverage;

]

15 compensated (except for co-payments) tor the provision of the basic
health care services listed in paragraph (a) to enrolled participants on a
pre-determined basis; and

3. provides health care services primanly:

a.  Dhrectly through providers who are either emplovees or panners of
such organizations; or

b. Through armngements with individual providers or one or more
groups of providers organized on a group practice or individual
prctice hasis.

101.04  Evidence of Coverage means any certificate, agreement, or contract issued to
an enrollee setting out the coverage to which he i3 entitled.

101.05 Enrollee means an individual who 15 enrolled m a health mantenance
organization,



Fd

10136 The HMO “Health Care Plan™ or HMO Plap means any srmngement
wherehy any person undertakes to provide, arrange for, pay {or, or reimburse
any part of the cost of any health care services and at least pant of such
arrangement consists of amangg for health care services or the provision of
health care services, as distnguizhed from mere indemmification against the cost
of such services on a prepaid hasis through inserance or otherwise.

101.07 Health Care Services means any services provided by health care providers
who are licensed or otherwise credentialed under authority of state stafute or
services provided by health care facilities which are licensed under authonty of
state stiute,

[01.08 Persons means any natural or artificial person including but not lmited to
individuals, partnerships, associations, rusts, or corporations.

101.0%  Provider means any phyvaician, hospital, or other person licensed or credentialed
to provide health care sarvices,

101.10  Reinsurance means a contract by which an organization or insurer PrOCUres a
third person Lo insure such organization or insurer against loss or lability by
reason of risk already assumed.

102 APPLICATION FOR A CERTIFICATE OF AUTHORITY

10201 Notwithstanding any law of this state o the contrary any person may apply to
the Director for a cerfificate of authority and upon compliance with these
regulations and all applicable statutory requirements may be issued a certificate
ol authority W establish and operate an HM(),

102.02  Each application for a certificate of authority shall be verified by an officer or
authorzed representative of the applicant, shall be in 8 form prescribed by the
Director and shall set forth or be sccompanied by the following:

1. A copy of the basic orgamzanonal documents of the appleant, such as the
articles of incorporation, anticles of association, partnership agreement,
trust agreement, or other applicable documents and all amendments
theretoy;

2. A copy of the by-laws, rules and regulations, or similar documents, if any,
regulating the conduct of the internal affairs of the applicant;

1. Alistof the names, addresses, and official positions of the persons who
are responsible for the conduct of the affairs of the applicant, mcluding all
members of the hoard of directors, board of trustees, executive commaittes,
or ¢ther governing board or commuitiee, the principal officers in the case of
a corporation, and the partners or members in the case of & partmership or
ASSOC HON,
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13.

14.

15.

1a3

A description of the type, scope and duration of the health care services
that will be rendered,

A copy of the contract made or to be made between any providers or
persons listed in Paragraph (¢) and the applicant,

A copy of the form of evidence of coverage to be issued 10 the enmllecs;

A copy of the form of group contract, if any, which is to be issued to
employers, unions, trustees, governmental entities, or other organizations;

Financial statements showing the applicant’s assets, liabilities, and sources
of financial support including a statement as to the sources of working
capital, I the applicant’s financial affairs are audited by independent
certified public accountants, a copy of the applicant’s most recent
iregular) certified financial statement shall be deemed to satisfv this
requirement unless the Commissioner directs that additional or more
recent financial mformation 13 required for the proper admimsiration of
these regulations;

A description of the proposed method of marketing the plan;

A power of attorney duly executed by such applicant, if not domiciles in
this State, appointing an agent, 2s the true and lawful atomey of such
applicant in and for this State upon whom all lewful process in any legal
action or procecding against the health maintensnce organization on a
cause of action arsing in this Stele may be served;

A statement reasonably desonbing the geographic ares or areas to be
served;

A description of the complaint procedures to be utilized as required under
Complaint Systems Section;

A description of the procedures and programs 1o be implemented to assure
quality of health care;

A st of all providers, giving their license number, business address,
specialty where spplicable and medical or hospita] staff privileges at
hospitals used or with which the HMO has a contractual arrangement;
wgether with a deseription of the procedure for maintenance of & list of
this information;

The name of the medical director;

A description of the mechanism by which enrolless will be afforded an
opportunity to participate in matters of policy;
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17, A statement describing the overall structure and operation of the health
mainteniance organization, its health care plan or plans, facilities and
personnel;

18,  Such other information as the Director may require to make the
determinations required in Section 5.

19, Documentation thal reinsurance contracts have been filed with the
Commissioner and reviewed for adequacy.

103 REINSURANCE

1301 An applicant or HMO shall file all contracts of reinsurance with the
Commissioner for review, Said contracts shall be subject to the laws of this
state regarding remnsurance, if applicable, and a statement regarding the
adequacy of said contracts must be obtained from the Commissioner.
Beinsurance agreements shall remun in full force and affect for at least 90 days
following wnitten notice, by registered mail, of cancellation by either party 1o the
Dhrector,

104 ESTABLISHMENT OF HEALTH MAINTENANCE ORGANIZATIONS

104,01 Om receipt of an application for & certificate of authonty, the Director ghall
forthwith transmit copies of such application and sccompanying documents 1o
the Commusgioner,

10402 The Commissioner shall inform the Director within thirty {30) days of the
receipt of the application, whether the health mainténance organization is
financinlly responsible and may reasonably be expected to meet its obligations
o enrollees and pre-enrollees. In making this determination, the Commissioner
may consider, but shall not be limited to, the following factors:

1. The financial soundness of the health care plan's armangements for health
care services and the schedule of charges used in connection therewith;

bt

The adequacy of working capital;

3. Any agreement with an insurer, a hospitl or medical service corporation,
a government, or any other organizuation for insuring the payment of the
cost of health care services or the provision for automatic applicalnlity of

an alternative coverage in the event of discontinuance of the health
maintenance organization; and

4. Any agreemenl with providers for the provision of health care services.

104.03  The Director shall determine whether the applicant for a certificate of authority:
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1. Has demonstrated the Jegal qualifications and potential ability w0 provide
such health care services as it proposes to provide in & manner enhancing
availability, sccessibility and continuity of health service to afl enrollees;

2. Has amangements, for an on-going quality assurance program concerming
health care process and the outcomes of such care;

3. Has the ability to collect, compile, evaluate and reponi statistics relating to
the

a. costof its operations,

b. the patterns of utilzation of its services,

g, the avalability and accessibility of its services and

d. such other matters as may be reasonably required by the Direcior,

4 Within 60 days of receipt of the applhicanon the Director shall 1ssuea
certificate of authority to the HMO or deny said certificate and notify the
applicant that the health maintenance organization does not meet
requirements, specifying in what respects the application is deficient.

105 NOTIFICATION OF MATERIAL CHANGES OR MODIFICATIONS

105.01 A health maintenance organization shall, unless otherwise provided for, fle with
the [hrector a notice descnibing any material medication in the information
required in subsections (1022} (4), (63, (Ty, (11}, (120, (13), (15), (16}, and (19).
Such notice shall alse be filed reflecting any change of ownership or control.
Notces required by this section shall be filed 30 days prior to said change. 1If
the Director notifies the applicant that the proposed modification does not meet
the requirements of Section 102 or further information is required, the HMO
shall correct any deficiencies and resubmit its notice within 15 days.

106  FIDUCIARY RESPONSIBILITIES

106.01  Any director, officer, employee or partner of a health maintenance organization
who recerves, colleots, disburses, or invests funds in connection with the
activities of such organization shall be responsible for such funds in a fiductary
relationship to the enrollees and organization.

106.02 A health maintenance organization shall maintain in foree a fidelity bond
purchased from & company licersed to do business in this state on employees,
directors, pariners and officers in an amount not less than $100,000 or such
greater sum as may be prescribed by the Director, All such bonds shall be
written with at least a ope-year discovery period and shall contain a provision
that no cancellation or termination of the bond, whether by or at the request of
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the insured or by the underwmier, shall take offect prior to the expiration of %
days after written notice af such cancellation or termination has been filed with
the Director unless an earlior date of sech eancellation or termination is
approved by the Director,

107  EVIDENCE OF COVERAGE AND CHARGES FOR HMO HEALTH CARE
SERVICES

10701 Every enrolles residing in this State 15 entitled to an evidence of coverage under
a health care plan. If the enrollee obtains coverage under a health care plan
through an insurance policy or a contract issued by a hospital or medical service
corporation, whether by option or otherwise, the insurer or the hospital or
medical service corporation shall sssue the evidence of covernge. Otherwise, the
health maintenance organization shall issue the evidence of coverage.

107,02 No evidence of coverage or amendment thereto, shall be issued or delivered 1o
any person in this State until a copy of the form of the evidence of coverage, or
ametdment thereto, has been filed with and approved by the Director. If the
Dhrector does not disapprove an evidence of coverage, or amendment thereto,
withun 30 days of filing, it shall be deemed spproved.

107,03 An evidence of coverage shall contain:

. A clear and concize statement, if a contract, or a reasonably complete
summary, if & certificate, of:

8. The health care services and the insurance or other benefits, if any, to
which the enrolles is entitled under the health care pian;

b,  Any limitations on services, kind of services, benefits or kind of
benefils w be provided, including any deductible or co-payment
feature;

¢, Where and in what manner informeation 15 avanlable s 10 how services
may be obtained and

d. A clear and understandable deseription of the health maintenance
organization’s method for resolving enrollee complaints and &
statemnent that each enmollee may forward complaints directly to the
Departnrent of Health,

L No provision or statements which are onjust, unfair, inequitable,
misleading, deceptive, which encournge misrepresentation, or
which are untrue, misicading or deceptive as defined in Section 13,

11, Subsequent changes may be evidenced in a separate document
iEsued 1o the enrollee.
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A schedule of charges lor enrollee coverage for health care services, or
amendment thereto, shall be filed with the Director,

The Director may require the submission of whatever relevant information
he deems necessary in determining whether 1o approve or disapprove a
filing made pursnant to this Section.

08 ANNUAL REPORT

108.01  Every HMO shall annually, within 90 dayvs after the end of the operating vear,
file a report with the Director covering the preceding calendar year. This report
mittst be verified by at least two pnncipal officers.

108.02  Such report shall be on forms prescnbed by the Director and shall melude:

1.

A financinl statement of the organization, including its balance sheet and
receipts and dishursemients for the preceding vear certified by an
mndependent public accountant;

Any material changes in the organization submitted pursuant to Section
1022 [2);

The mumber of persons enrolled dunng the vear, the number of enrollees
as of the end of the year and the number of enraliments terminated during
the year;

A summary of information compiled pursuant to Section 102 in such form
s required by the Director, and

Such other information relating to the structere and operation of the health
muintenance organization as is necessary to enahle the Director (o carry
out his duties under these regulations.

109 ANNUAL STATEMENT TO ENROLLEES

109.01 Each health maintenance organization shall make availuble upon reguest to each

enrilles the most recent annual statement of financial condition, balance sheet
and summary of receipts and disbursements.

110 COMPLAINT SYSTEM

110,01 Every health maintenance orgamzation shall maintain a complaint system which
has been filed with and approved by the Director after consultation with the
Commissioner which provides reasonable procedures for the resalution of
written complmnts imitiated by enrollees concerning health care services.
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110,02  Each health maintenance orgenization shall maimtain records of wntien
complamts filed with it concerning provision of health services and provider
relationshipa.

110.03  Such reports and records enumerated in (110.01) and {110.03) shall be made
available to the Director or his designee upon his request or inspection at any
time upon providing reasonable notice o the Medical Director and shall include:

1. A description of the procedures of the complaint system;

2. The total number of complaints handled throuph such complaint gystem
and a compilation of causes underlying the complaints fited snd

3. The number, amount and disposition of malpractice claims made by
enrollees of the organization against any providers which were settled by
the health maintenance organization during the vear,

111 PROTECTION AGAINST INSOLVENCY

11101 In order to obtain a certificate of authority an applicant must demonstrate capital
of the greater of

I, 5% of its estimated expenditures for health care services for its first year
of operation or

2, $100,HK)

11102  Euach health maintenunce organization that obtains & certificate of authority shall
have and maintain a capital sccount of at least 100,000, The capital account
shall be net of any accrued lnbilities and be in the form of cash, securities or
any combination of these or other measures acceptable to the Director.

11103 Pursuant to Section 103, prior to ehtammg a cedificate of authority an apphcamt
must demonstrate that it has obtained reinsurance, and that all contructs of
reinsurance have been fled with the reviewed by the Commissioner. Any
agreement between the applicant and an insurer shall be subject to the laws of
this state regarding remnsurance. All remsurance agreements and any
modifications thereto must be reviewed by the Commissioner, Remsurance
agreements must remain in full force and effect for at least 90 davs following
writien notice by registered mail or cancellation by either party to the Director,

HTLO4  In order 1o obtain a certificate of authonty an applicant must demonstrate that
the persons responsible for the conduct of the affiuirs of the applicant are
competent, trustworthy and pessess good moral character,
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112  DECEFTIVE PRACTICES

112,01 No health maintenance organization, or representative thereot, may couse or
knowingly permit the use of advertismg which 15 untrue or misleading,
solicitation wiach 15 untrue or misleading, or any form of evidence of coverage
which 15 deceptive. For purposes of this act!

1. An enrollee may not be cancelled or denied renewal except for reasons
stated in the rules of the health maintenance orgamzation applicable to all
enrollees, for filure 1o pay the charge for such coverage or for such other
reasons a5 may be promulgated by the Director,

o

No health maintenance organization unless licensed as an insurer may
refer to itself as an insurer or use & name deceptively similar (o the name
of description of any insurance or surety corporation doing business in this
state,

[13 EXAMINATIONS

113:01 The Director may make an oxamination of the atfars of any health muntenance
orgatization as often as he deems it is reasonably necessary for the protection of
the interests of the people of this State but not less frequently than once every
thrize (1) years.

113.02 The Director may make such reasonable examination concemning the quality of
health care services of any health maintenance orgamization and providers with
whom such organization has contracts, agreements, or other armngements
pursuant to it health care plin he deems s reasonably necessary.

113.03  Every health maintenance organization and provider shall submit its relevant

books and records relating to the health care plan for such examinations and in
every way lacilitate said examinations.

114 DENIAL, SUSPENSION OR REVOCATION OF CERTIFICATE OF
AUTHORITY

114001 The Director may deny, suspend or revoke any certificate of authority 1sseed 1o
it health maintenance orgamization if he finds:

. The health maintenance oreanization s operating in & manner contrany (o
that descnibed in the information submitted under Section 103, unless
amendments to such submissions have been filed with the Director; or

2,  The evidence of coverage or schedule of charges for health care services
do not comply with the requirements of Section B, or

1, The heafth maintenance orgamization does nol provide or armange for;
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a. The basic health care services as defined in Section 2 (3) (a);, or

b. It 15 unable to fulfill its obligations to furnish health care services as
required under its health care plan,

4.  The health mamntenance organization 15 no longer financially responsible
and may reasonably be expected 10 be unable to meet its obhgations to
enroflees or prospective enrciless; or

5. The health maintenance organization has failed to implement the
complaint system in 8 manner reasonably intended to resolve valid
complaints; or

6. The health mamtenance organization, or any person on its behalf, has
advertised or merchandised its services in an untrue, misrepresentative,
misleading, deceptive, or unfair manner; or

7. The continued operation of the health mamtenance organization would be
hazardows to its enrollees; or

8  The health maintenonce orpanization has otherwise failed 1o substantially
comply with these regulations.

114.02  When the cerificate of authority of a health maintenance organization is
suspended, the health maintenance organization shall not, during the period of
such suspension, enroll any additional enrollees except newly acquired
dependents of existing enrollees, and shall not engage in any advertising or
solicitation whatsoever.

114.03 When the certificate of authonty of a health maintenance organization is
revoked, such organization shall proceed, immediately following the effective
date of the order of revocation, to discontinue operation, and shall conduct no
further business except as may be essential to the orderly conclusion of the
affairs of such organization. It shall engage in no further advertising or
soliciation whatsoever. The Director may, by wntten order, permit such further
operation of the orgamzation as he may find 1o be m the best interest of
enrollees, o the end that enroflees will be afforded the greatest practical
opportunity 10 obtain continuing health care coverage.

115 ADMINISTRATIVE PROCEEDINGS

L1501 When the Director has cause to believe that grounds for the denial of an
application for a cenificate of authority exist, or that grounds for the suspension
or revocation of a certificate of authorty exist, he shall notify the health
maintenance organization and where questions regarding reinsurance exist he
shall notify the Mississipp Insurance Commission in writing stating the ground
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for demial, suspension, or revocation and notify the-applicant of a hearing w be
held not more than twenty (20) days thereafter on the matter.

|15.02 The heanng shall be held before the Director, or his designated representative,
Adfter such hearing, or upon the failure of the health maintenance organization 1o
appear at such hearmg, the Director shall take such action s 18 deemed
advisable on wnitten findings which shall be mailed to the applicant and the
Insurance Commussion, The action of the Director shall be subject to review by
the Chancery Court of the First Judicial District of Hinds County, Mississippi.

116 ISSUANCE OF CERTIFICATE AND RENEWAL

11601 A Cenificate of Authority shall be effective for & period of one year,
Applications for renewal shall he filed as provided in Section 103 of these
regulstions at least thirty (30) days prior to expiration of a valid certificate of
tuthority.

117 CONFIDENTIALITY OF PATIENT INFORMATION

117.01  Any data or mfvrmation pertaiming to the dingnosss, treatment, or health of any
enrollee obtained form such person or from any provider by a health
maintenance organization shall be held in confidence and shall not be disclosed
to any person excepl:

l. 1o the extent necessary to carry out the purposes of these regufations; or

2. upon the express consent of the enrollee or applicant; or

3. pursuant to statute or court order for the production of evidence or the
discovery thereal] or

4. i the event of a claim or hitigation between such person and the health

mainlenance organization wherein such data or information is pertinent.

11702 A health maintenance organization shall be entitled 10 claim any statutory
privileges against such disclosure which the provider who furnished such
information to the health maintenance organization 15 entitled to ¢laim.

118 INSOLVENCY, LIQUIDATION, REHABILITATION, CONSERVATION

11801  The Director may deem an HMO insolvent when it is not possessed of assets al
least equal to all lisbilities,

11802 Assets shall mean all property, real, personal or etherwise, not specifically
morigaged, pledged, deposited or otherwise encumbered for the secunty or
benefit of specific persons or a mited class or classes of persons, and as 1o such
specifically encumbered property the term includes all such property or its
proceeds in excess of the amount necessary to discharge the sum or sums
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secured thereby, General azsets held on deposit or i trust for the security or
benefit of all policy holders shall be deemed assets pursuant to this section,

11803 Proceedings to liquidate, rehabilitate or conserve the assets of an HMO may be
commenced against an HMO doing business i this State by the Director upon
reazomuible betiel of msolvency or pursuant to the criteria set out in Sub-section
(2),

1. The Director shall commence said proceedimgs by application to a Count
of competent jurisdiction for an order directing the HMO 10 show cause
why the Director should not have the relief sought

x|

The Director may apply to the Court for an order appointing him in his
official capacity and his successors in office, or his authorized designee, as
Trustee of any HMO doing business in this State upon one or more of the
following grounds. That the HMO;

a. Ismsolvent;

b.  Has refused to submit any of its books, records, accounts, or affairs w
reasonable expmination by the Director or his designee;

c.  Has fmled to comply with an order of the Director o make good an
impairment of capital;

d. Has transferred or attempied to transfer substantially iis entire
property or business, or has entered into any transaction the effect of
which is to merge substuntially its entire property or business in that
of any other insurer without first submitting the required notice;

e. Has willfully violated its charter or articles of incorporation or any
law of this State;

f.  Hasan officer, director, or manager who has refused to be examined
under oath concerming its alfairs;

g. Has been or is the subject of an application for the sppomtment of a
receiver, trustee, custodian or sequestrator of the HMO or its property
otherwise than pursuant o the provisions of these regulations;

h. Has consented to such order through & majonty of is directors,
stockholders, members or subscnbers;

i.  Hasceased transacting business: or

J. Any circumsiances jeopardizing the interests of consumers of this
slate,
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3. Upon appointment as trustee by a court of competent jurisdiction, the
Director shall take possession of the property of the HMO, deal with the
HMO"s property and business in hiz or her own name a3 Director or i the
name of the HMO, give notice to all creditars who may have claims
against the HMO to present such claims, liquidate said business, and
otherwise exercise all powers available 1o him under the laws of this state.

4. In any proceeding initiated pursuani to these regulations the following
prionty of clamms in the distribution of assets will serve as o guideline:

a. clams for cost of hquidation

b. compensation actually owing to employees other than officers of the
HMO

¢, claims of enrollees
d. claims of general creditors
119  SAVING CLAUSE

11901 If any section, subsection, word, phrase or clause of these regulations or the
application thereol to any person or circumstance shall be held invahd, such
invalidity shall not affect the sections, subsections, words, phrases or clouses of
the regulations which can be given effect without the invalid section, subsection,
word, phrase, or clause, and to this end the sections, subsections, words, phrases,
and clauses of these regulations are declared o be severable.
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