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2009-11 Budget Bill Statutory Language Drafting Request

e Topic: OCI Oversight of Family Care
e Tracking Code: {5 (= (™ 230
s SBO team: Health and Insurance
e SBO analyst: Sue Jablonsky
e Phone: 7-9546
e Email: sue.jablonsky@wisconsin.gov
e Agency acronym: OCI
e Agency number: 145

e Priority (Low, Medium, High): High

Intent: OCI will be doing financial examinations of managed care organizations (MCO)
that provide services under the Family Care program. Attached is a list from OCI of the
insurance statutes that they believe should apply to MCOs as well as OCl's powers and

duties related to regulation of these entities.



Outline for Chapter 648, Wis. Stat.

648.01 — Definitions
o Define an MCO - Possibly refer to definition used by DHS
o Define a corrective action plan
o Possibly define terms used in financial requirements

648.02 — Purpose and Scope
o Applies to MCOs that would otherwise be exempt from insurance law under
s.801.01 (10), Wis. Stat.  Loo.a\ (k) (0.
o Purpose is to establish dual regulatory roles for OCI and DHS

648.03 — Registration
o Prior to providing services to enrollees, an MCO would be required to register
with OCI after being certified by DHS

648.04 — Powers and Duties of the Commissioner:

o Promulgate rules that the commissioner finds are necessary

o Use the authority granted under s. 601.41 (4) to ensure that an MCO has
sufficient financial resources

o lssue such prohibitory, mandatory, and other orders as are necessary to secure
compliance with the law

648.05 — Reports and replies
o The commissioner may require any of the following from any MCO:

=  Statements, reports, answers to questionnaires and other information

= Information from any books, records, electronic data processing
systems, computers or any other information storage system be made
available

= Statements, reports, answers to questionnaires or other information, or
reports,-audited financial statements

o The commissioner may prescribe forms for the reports

o The commissioner may prescribe reasonable minimum standards and
techniques of accounting and data handling

648.06 —~ Power to Examine

o The commissioner may examine the affairs and condition of any registrant under
this chapter

o Ondemand every examinee shall make available to the commissioner for
examination any of its own accounts, records, documents or evidences of
transactions

o The commissioner shall examine each registrant at least every three years

648.07 — Conducting examinations

o For each examination under s. 648.08, the commissioner shall issue an order
stating the scope of the examination

o Any examiner authorized by the commissioner shall, so far as necessary to the
purposes of the examination, have access at all reasonable hours to the
premises and to any books, records, files, securities, documents or property of
the examinee

o The officers, employees and agents of the examinee shall comply with every
reasonable request of the examiners for assistance in any matter relating to the
examination. No person may obstruct or interfere with the examination in any
way other than by legal process.

o The examiner in charge of an examination shall make a proposed report of the
examination which shall include such information and analysis as is ordered in
this section, together with the examiner's recommendations

o The commissioner shall serve a copy of the proposed report upon the examinee.
Within 20 days after service, the examinee may serve upon the commissioner a
written demand for a hearing on the contents of the report.



648.08 — Nondisciosure of Information
o Section 601.465 applies to MCOs
648. 09 — Enforcement Procedure
o Commence an action in circuit court in the name of the state to restrain by
temporary or permanent injunction or by temporary restraining order any violation
of ch. 648, any rule promulgated under ch 648, or any order issued
o -lIssue forfeitures for violations
648.10 — Transactions with Affiliates
o ... Require nofification of acquisition by another party
o -Require filing of transactions between affiliated companies
o - Require filing-of any proposed distribution out of the ordinary course of business
o . Voidable transactions
648.11 — Management Changes
o Notify commissioner of changes in officers and directors
o File biographical information
648.12 — Commissioner's Summary Orders
o lssue a summary order if an MCO has engaged in or will engage in a transaction
that would subject it to formal delinquency proceedings
o Any MCO who voluntarily seeks to liquidate shall notify the commissioner in
advance
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DOA....... jﬁglonsky, BB0236 - Oversight of care management organizations
by Office of Commissioner of Insurance

FoRr 2009-11 BupGeT -- NOoT READY FOR INTRODUCTION

1 AN Act ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided with a later draft.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

2 SECTION 1. 46.284 (3m) of :;16 statutes is created to read: >
3 46.284 (3m) A care management organizationthat is described unders. 600.01
4 (1) (b) 10. a., to which s. 600.01 (1) (b) 1vab. does not apply, and that is certified under
5 sub. (3}')/shall register with the office of the commissioner of insurance under ch. 64V8j.
6 SECTION 2. 600.03 (34) of tﬁ; statutes is amended to read:

@ 600.03 (34) “Office” means ‘—‘:L_hg office of the insuranee-commissioner”
8 commissioner of insurance of this state.

History: 1971 ¢. 260; 1973 ¢. 22; Sup. Ct. Order, 67 Wis, 2d 585, 776 (1975);, 1975 ¢. 223, 371, 374, 375, 421, 1977 ¢. 339; 1979 ¢c. 89 s5. 383,543, 1979 ¢. 102 ss. 49 to
53,236 (22); 1979 ¢. 177, 1981 ¢. 38, 82; 1983 a. 120, 189, 274, 358: 1985 a. 29; 1987 a. 167, 247; 1989 a. 23, 31; 1989 a. 187 5. 29; 1993 a, 201; 1995 a. 225; 1999 a. 30; 2001
a. 65; 2003 a. 261; 2007 a. 170,
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SECTION 3

SECTION 3. Chapter 648 of the statutes is created to read:
CHAPTER 648
REGULATION OF CARE@AGEMENT ORGANIZATIONS

648.01 Definitions. In this chap%gr:
iR3 v v
(1) “Care management organization” is an entity described in s. 46.284 (3m).
v
(2) “Enrollee” has the meaning given in s. 46.2805 (3).
'

648.03b€\pplicability of other laws. &T otwitstanding s. 600.01 (1) (b) 10. a,,

ss. 600.01, 600.02, 600.03, and 600.12 ;

v
648.05 Registration.go care management organization may provide services
o

to its enrollees without having registered with the commissioner.
=NOTE: How often would a care management organization need to register? Will

there be renewal registrations needed? Should a registration fee provision be added to
this section and s. 601.31?7

v’

648.10 agcwmrs and duties of the commissioner. The commissioner may do
any of the following:

'8

(1‘%§romulgate rules that are necessary to carry out the intent of this chapter.
1 /
(25)5 %Ise the authority granted under s. 601.41 (4), including issuing orders, to

v’ . . .
ensure that a care management organization has sufficient financial resources.

v
=#*NOTE: For what does a care management organization need sufficient financial
resources? Please advise as to how this provision should be clarified.

648.15 Reports and replies. (1) REPORTS. The commissioner may require
from any care management organization any of the following:

(a) Statements, reports, answers to questionnaires, and other information in
whatever reasonable form the commissioher designates and at such reasonable

. . LV . .
intervals as the commissioner chooses, or from time to time.
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SECTION 3

(b) Information from any books, records, electronic data processing systems,
computer§ or any other information storage system at any reasonable time in any
reasonable manner.

(c) Statements, reports, answers to questionnaires, or other information; or
reports, audits, or certification from a certified public accountant or an actuary
approved by the commissifmer.

(2)QEORMS. é\[‘&he commissioner may prescribe forms for the reports under sub. (1) .
and specify who shall execute or certify such reports.

(3) AcCOUNTING METHODS. The commissior:;r may prescribe reasonable
minimum standards and techniques of accounting and data handling to ensure that
timely and reliable information will exist and will be available to the commi:;ioner.

648.2(25 §xaminations. Qg)&gov&fER TO EXAMINE. éé) ﬁ’I;o inform himself or herself
about a matter related to the enforcement of this chapté’f‘, the comlﬁssioner may
examine the affairs and condition of any registrant under this chagter.

(b) On demand, every registrant under this chapé/er shall make available to the
commissio for examination any of its own accounts, records, documents, or
evidenceansactions.

(2) Duty TO EXAMINE. The commissioner shall examine every c3are management
organization registered under this chapte{"/ at least once everyears.

648.25 Conducting examinations. (1) ORDER OF EXAMINATION. For each
examination under s. 641’8/. 20, the commissioner shall issue an order stating the scope

of the examination and designating the examiner in charge. Upon demand, a copy

of the order shall be provided to the examinee.
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SECTION 3

v
(2) ACCESS TO EXAMINEE. Any examiner authorized by the commissioner shall,

for the purposes of the examination, have access at all reasonable ‘hours to the
premises and to any property of the examinee.

(8) CoopPerATION. The officers, employees, and agents of the examinee shall
comply with every reasonable request of the examiners for assistance in any matter
relating to the examination. No person may obstruct or interfere with the
examination in any way other than by legal process.

(4) REPORT ON EXAMINATION. The examiner in charge of an examination shall
make a proposed report of the examination, including information and analysis
ordered in sub. (S, together with the examiner’s recommendations.

(5) ADOPTION AND FILING OF EXAMINATION REPORT. The commissioner shall serve
a copy of the proposed report upon the examinee. Within 20 days after service, the
examinee may serve upon the commis‘/sioner a written demand for a hearing on the
contents of the report.

v

+=#+=+NOTE: The provision regarding filing of the report is based on s. 601.44 (6).
Would you like the rest of that subsection included here?

v’

=>NOTE: In ch. 601, there is a provision for charging the examinee for the
examination conducted by OCI. Would you like a similar provision in this ch&pter?

&

648.30g0ndisclosure of information. é%) TYPES OF INFORMATION. The office
may refuse to disclose and may prevent any other person from disclosing any of the
following:

(a) Testimony, reports, records, and information that are obtained, produced, or
created in the course of an inqugy under s. 648.15.

(b) Testimony, reports, records, and information that are obtained, produced, or

v/

created in the course of an examination under s. 648.20.
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SECTION 3

(c) Testimony, reports, records, communications, and information that are
obtained by the ofﬁég from, or provided by the ofﬁv(;e to, any of the following, under
a pledge of confidentiality or for the purpose of assisting or participating in
monitoring activities or in the conduct of any inquiry, investigation, or examination:

1. The National Association O?Insurance Commissioners.

2. An agent or employee of the National Avs/socation of Insurance
Commissioners.

3. The insurance commissioner of another state.

4. An agent or employee of the insurance commissioner of another state.

5. An international, federal, state, or local regulatory or law enforcement

agency.
%
6. An agent or employee of an agency described in subd. 5.
[
v
(2) WAIVER AND APPLICABILTY OF THE PRIVILEGE. Section 601.465 (2m) (a) to (d)

applies to the privilege under sub. (‘?L’). Y

648.35 Enforcement procedure. The commissioner may commence an
action in circuit court in the name of the state to restrain by temporary or permanent
injunction or by temporary restraining order any violation of this chap{;r, any rule

v v
promulgated under this chapter, or any order issued under s. 648.10@’(l (2)

=+« NOTE: You reqx}ested a forfeiture provision. Would you like the provision to be
similar to that in s. 601.64? If so, what dollar amount should the forfeiture be?

648.45 Transactions with affiliates. (1) A care management organization
registered under this chapi?gr shall notify the commissioner if another person is
attempting to acquire it.

(2) A care management organization shall report to the commgi,;sioner all

transactions with affiliates.
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SECTION 3
v
«++NOTE: Similar provisions under ch. 617 allow the commissioner to disapprove

of atakeover or a transaction between affiliates. Would you like the commissioner to have
that same authority here?

e
(3) A care management organization shall notify the commissioner before

paying any distribution outside the ordinary course of business.

(4) If a care management organization, person attempting to acquire or having
control of a care management organization, or affiliate enters into a transaction in
violation of this secti%/n, the care management organization may void the transaction
and obtain an injunction and recovery from the person or affiliate of the amount
necessary to restore the care management organization to its condition had the
transaction not occurred. The commissioner may order a care management
organization to void the transaction, to commence an action against the person or

affiliate, or to take other action.

v’
==+NOTE: This subsection is based on s. 617.21 (8m). Is this ckay?

648.50 Management changes. A care management organization shall report
to the commissione;/any changes in directors or principal officers after registration,
together with biographical data on the new director or officer that the commissioner
requires by rule. Y

648.55. Commissioner’s summary orders. (1) For purposes of this section,
“delinquency proceeding” means any proceeding commenced against a care
management organization for the purpose of liquidating, rehabilitating,
reorganizing, or conserving the care management organization.

(2) Whenever the commisﬁgﬁ%r has reasonable cause to believe, and
determines, after a hearing held as prescribed in s. 601.g2, that any care
management organization has engaged in or is about to engage in any act that would

v v

subject it to formal delinquency proceedings, the commissioner may make and serve
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upon the care management organization and any other persons involved orders that

are reasonably necessary to remedy such conduct.
Vv

«++NOTE: This subsection is based on s. 645.21. Is this the provision you wanted?
Please note that while this section refers to formal delinquency proceedings, the
procedures for these proceedings are not set forth in this chﬁﬁter and are not applied to

care management organizations.

648.60 Voluntary liquidation. Before taking any action to commence a

voluntary liquidation, a care management organization that intends to voluntarily
P
liquidate shall notify the commissioner within the time specified by the

[
commissioner.

=+NOTE: Would you like the commissioner to be able to act upon the notification
of a voluntary liquidation?

(END)

D- Nef—
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LEGISLATIVE REFERENCE BUREAU

( X

To Sue Jablonsky:

1. Please review this draft and the notes within the draft. Ihave written this draft so
it applies only to care management organizations that are otherwise exempt from the
requirements of the insurance statutes. As I understand, a care management
organization administering only family care is exempt from compliance with chapters
600 to 646 under s. 600.01 (1) (b)10. a. Ifa care management organization administers
a program that includes primary and acute health care benefits, then that care
management organization already is subject to oversight under s. 600.01 (1) b)10. b.
What happens if a care management organization administers both family care and
a program including primary and acute health care benefits? Should these care
management organizations be required to register and comply with chapter 6487

2. What fees will apply, if any? Will there be charges to the care management
organizations for conducting examinations? Should 100 percent of all fees paid by care
managment organizations be credited to the appropriation under s. 20.145 (1) (g)?

Tamara J. Dodge

Legislative Attorney

Phone: (608) 267-7380

E-mail: tamara.dodge@legis.wisconsin.gov



DRAFTER’S NOTE LRB-0889/P1dn
FROM THE TJD:kjf:ph
LEGISLATIVE REFERENCE BUREAU

December 10, 2008

To Sue Jablonsky:

1. Please review this draft and the notes within the draft. I have written this draft so
it applies only to care management organizations that are otherwise exempt from the
requirements of the insurance statutes. As I understand, a care management
organization administering only family care is exempt from compliance with chapters
600 to 646 under s. 600.01 (1) (b) 10. a. If a care management organization administers
a program that includes primary and acute health care benefits, then that care
management organization already is subject to oversight under s. 600.01 (1) (b) 10. b.
What happens if a care management organization administers both family care and
a program including primary and acute health care benefits? Should these care
management organizations be required to register and comply with chapter 648?

2. What fees will apply, if any? Will there be charges to the care management
organizations for conducting examinations? Should 100 percent of all fees paid by care
management organizations be credited to the appropriation under s. 20.145 (1) (g)?

Tamara J. Dodge

Legislative Attorney

Phone: (608) 267-7380

E-mail: tamara.dodge@legis.wisconsin.gov
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DOA.......Jablonsky, BB0236 - Oversight of care management organizations

by Office of the Commissioner of Insurance

FoRr 2009-11 BUDGET -- NoT READY FOR INTRODUCTION

AN Act ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided with a later draft.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 46.284 (3m) of the statutes is created to read:

46.284 (3m) A care management organization that is described under s. 600.01
(1) (b) 10. a., to which s. 600.01 (1) (b) 10. b. does not apply, and that is certified under
sub. (3) shall register with the office of the commissioner of insurance under ch. 648.

SECTION 2. 600.03 (34) of the statutes is amended to read:

600.03 (84) “Office” means “the office of the insuranee-commissioner”

commissioner of insurance of this state.
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SECTION 3
SECTION 3. Chapter 648 of the statutes is created to read:
CHAPTER 648
REGULATION OF CARE

MANAGEMENT ORGANIZATIONS
648.01 Definitions. In this chapter:
1) “Care management organization” is an entity described in s. 46.284 (3m).
(2) “Enrollee” has the meaning given in s. 46.2805 (3).
648.03 Applicability of other laws. Notwithstanding s. 600.01 (1) (b) 10. a.,

ss. 600.01, 600.02, 600.03, and 600.12 apply to this chapter.

648.05 Registration. No care management organization may provide

services to its enrollees without having registered with the commissioner.

»++*NOTE: How often would a care management organization need to register? Will
there be renewal registrations needed? Should a registration fee provision be added to
this section and s. 601.31?

648.10 Powers and duties of the commissioner. The commissioner may
do any of the following:

(1) Promulgate rules that are necessary to carry out the intent of this chapter.

(2) Use the authority granted under s. 601.41 (4), including issuing orders, to

ensure that a care management organization has sufficient financial resources.

=»«NOTE: For what does a care management organization need sufficient financial
resources? Please advise as to how this provision should be clarified.

648.15 Reports and replies. (1) REPORTS. The commissioner may require
from any care management organization any of the following:

(a) Statements, reports, answers to questionnaires, and other information in
whatever reasonable form the commissioner designates and at such reasonable

intervals as the commissioner chooses, or from time to time.
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SECTION 3

(b) Information from any books, records, electronic data processing systems,
computers, or any other information storage system at any reasonable time in any
reasonable manner.

(c) Statements, reports, answers to questionnaires, or other information; or

a certified public accountant or an actuary
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approved by the commissioner.

(2) Forms. The commissioner may prescribe forms for the reports under sub.
(1) and specify who shall execute or certify such reports.

(8) AcCOUNTING METHODS. The commissioner may prescribe reasonable
minimum standards and techniques of accounting and data handling to ensure that
timely and reliable information will exist and will be available to the commissioner.

648.20 Examinations. (1) POWER TO EXAMINE. (a) To inform himself or herself
about a matter related to the enforcement of this chapter, the commissioner may
examine the affairs and condition of any registrant under this chapter.

(b) Ondemand, every registrant under this chapter shall make available to the
commissioner for examination any of its own accounts, records, documents, or
evidences of transactions.

(2) Dury T0 EXAMINE. The commissioner shall examine every care management
organization registered under this chapter at least once every 3 years.

648.25 Conducting examinations. (1) ORDER OF EXAMINATION. For each
examination under s. 648.20, the commissioner shall issue an order stating the scope
of the examination and designating the examiner in charge. Upon demand, a copy

of the order shall be provided to the examinee.
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SECTION 3

(2) AcCCESS TO EXAMINEE. Any examiner authorized by the commissioner shall,
for the purposes of the examination, have access at all reasonable hours to the
premises and to any property of the examinee.

(3) CoorerariOoN. The officers, employees, and agents of the examinee shall
comply with every reasonable request of the examiners for assistance in any matter
relating to the examination. No person may obstruct or interfere with the
examination in any way other than by legal process.

(4) REPORT ON EXAMINATION. The examiner in charge of an examination shall
make a proposed report of the examination, including information and analysis
ordered in sub. (1), together with the examiner’s recommendations.

(5) ADOPTION AND FILING OF EXAMINATION REPORT. The commissioner shall serve
a copy of the proposed report upon the examinee. Within 20 days after service, the
examinee may serve upon the commissioner a written demand for a hearing on the

contents of the report.

=+NOTE: The provision regarding filing of the report is based on s. 601.44 (6).
Would you like the rest of that subsection included here?

=»*NOTE: In ch. 601, there is a provision for charging the examinee for the
examination conducted by OCI. Would you like a similar provision in this chapter?

648.30 Nondisclosure of information. (1) TYPES OF INFORMATION. The office
may refuse to disclose and may prevent any other person from disclosing any of the
following:

(a) Testimony, reports, records, and information that are obtained, produced,
or created in the course of an inquiry under s. 648.15.

(b) Testimony, reports, records, and information that are obtained, produced,

or created in the course of an examination under s. 648.20.
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SECTION 3

(¢c) Testimony, reports, records, communications, and information that are
obtained by the office from, or provided by the ofﬁée to, any of the following, under
a pledge of confidentiality or for the purpose of assisting or participating in
monitoring activities or in the conduct of any inquiry, investigation, or examination:

1. The National Association of Insurance Commissioners.

2. An agent or employee of the National Association of Insurance
Commissioners.

3. The insurance commissioner of another state.

4. An agent or employee of the insurance commissioner of another state.

5. An international, federal, state, or local regulatory or law enforcement
agency.

6. An agent or employee of an agency described in subd. 5.

(2) WAIVER AND APPLICABILITY OF THE PRIVILEGE. Section 601.465 (2m) (a) to (d)
applies to the privilege under sub. (1).

648.35 Enforcement procedure. The commissioner may commence an
action in circuit court in the name of the state to restrain by temporary or permanent
injunction or by temporary restraining order any violation of this chapter, any rule

promulgated under this chapter, or any order issued under s. 648.10 (2).

»+NOTE: You requested a forfeiture provision. Would you like the provision to be
similar to that in s. 601.64?7 If so, what dollar amount should the forfeiture be?

648.45 Transactions with affiliates. (1) A care management organization
registered under this chapter shall notify the commissioner if another person is
attempting to acquire it.

(2) A care management organization shall report to the commissioner all

transactions with affiliates.
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*++NOTE: Similar provisions under ch. 617 allow the commissioner to disapprove
of atakeover or a transaction between affiliates. Would you like the commissioner to have
that same authority here?

(8) A care management organization shall notify the commissioner before
paying any distribution outside the ordinary course of business.

(4) If a care management organization, person attempting to acquire or having
control of a care management organization, or affiliate enters into a transaction in
violation of this section, the care management organization may void the transaction
and obtain an injunction and recovery from the person or affiliate of the amount
necessary to restore the care management organization to its condition had the
transaction not occurred. The commissioner may order a care management
organization to void the transaction, to commence an action against the person or
affiliate, or to take other action.

»+*NOTE: This subsection is based on s. 617.21 (3m). Is this okay?

648.50 Management changes. A care management organization shall report
to the commissioner any changes in directors or principal officers after registration,
together with biographical data on the new director or officer that the commissioner
requires by rule.

648.55. Commissioner’s summary orders. (1) For purposes of this section,
“delinquency proceeding” means any proceeding commenced against a care
management organization for the purpose of liquidating, rehabilitating,
reorganizing, or conserving the care management organization.

(2) Whenever the commissioner has reasonable cause to believe, and
determines, after a hearing held as prescribed in s. 601.62, that any care
management organization has engaged in or is about to engage in any act that would

subject it to formal delinquency proceedings, the commissioner may make and serve
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upon the care management organization and any other persons involved orders that

are reasonably necessary to remedy such conduct.

++*NOTE: This subsection is based on s. 645.21. Is this the provision you wanted?
Please note that while this section refers to formal delinquency proceedings, the
procedures for these proceedings are not set forth in this chapter and are not applied to
care management organizations.

648.60 Voluntary liquidation. Before taking any action to commence a
voluntary liquidation, a care management organization that intends to voluntarily
liquidate shall notify the commissioner within the time specified by the

commissioner.

==NOTE: Would you like the commissioner to be able to act upon the notification
of a voluntary liquidation?

(END)



