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‘Ins 3,01 Accumulation benefit riders atiached to health and accident poli-
cies, Except where such rider is used only on a policy replacing the com-
pany’s own policy, and so recites, no rider providing for accumulations of
benefits will be approved for use upon any policy of health and accident
insurance, whether it is proposed to issue such rider with or without an
additional premium. Such rider operates as an aid to twisting the policies
of another company in such manner as to make its use a direct encour-
agement of this practice,

Ins 3.02 Automobile fieets, vehicles not included in. Individually owned
motor vehicles eannot be included or eovered by fleet rates. The deter-
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mining factor for inclusion under fleet coverage must be ownership and
not management or use.

Ins 3.04 Dividends not deducted from premiums in compuling loss
reserves. Premiums returned to policyholders as dividends may not be
ggglactersl from the earned premiums in computing loss reserves under s,

4, Stats.

. History: 1-2-56; emerg. am. eff. 6-22-76; am. Register, September, 1976, No. 249, eff, 10-1-

Ins 3.08 Municipal bond insurance. (1) PURPOSE, This section imple-
ments and interprets ss. 601.42, 611,19 (1), 618.21, 623.03, 623.04,
627.05, 628,34 (2), 632.14, and 632. 17, Stats., for the purpose ‘of estab-
hshmg minimum requlrements for the transaction of a type of surety
insurance known as municipal bond insurance,

(2) Scopg. This section shall apply to the underwrltmg, marketmg,
rating, accounting and reserving activities of insurers which wrlte mu~
nicipal bond insurance,

(3) DEFINITIONS. (a) “Annual statement”” means the fire and casualty
annual statement form specified in 5. Ins, 7.01 (5} (a).

(b) “Contingene dyreserve ' means a reserve established for the protec-
tion of policyholders covered: by policies insuring municipal bonds
agamst the effect of excessive losses occurring during adverse economic

- cycles. .

{e) “Cumulative net llablhty means one-third of one percent of the
insured unpaid principal and insured unpaid interest covered:-by m-force
policies of municipal bond insurance,

d) “Municipal bonds” means securities Whmh are issued by or on be-
half of or are paid or guaranteed by:

1. Any state, territory or possession of the United States of America;

2. Any poiitical subdivigion of any such state, territory Or. possession;
or

3. Any agency, authonty or corporate or other instrumentality of any
one or more of the foregomg, or which are guaranteed by any of the
foregoing.

(e)y ““Municipal bond insurance’ means a type of surety insurance au-
thorized by s. Ins'6.75 (2) (g) which is limited to the guaranteemg of the
performance and obligations of municipal bonds.

(f) ‘‘Municipal bond insurer’ means an insurer which issues municipal
bond insurance,

(g} “Total net liability” means the average annual amount due, net of
remsuranee, for principal and interest on the insured amount of any one,
1ssue of mumcxpal bonds.

(h} “Person” means any individual, corporation for proﬁt or not for
profit, association, partnership or any ‘other legal entity.

(1) “Polieyholders’ surplus” means an insurer’s net worth, the dlffer-
ence between its assets and liabilities, as reported in its annua!
statement,
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- Ins 3.40 Coordination of henefits provisions in group and blanket disabil-
ity insurance policies. (1) PURPOSE. (a) This section establishes autho-
rized eoordination of benefits provisions for group and blanket disability
insurance policies pursuant to s. 631.23, Stats. It has been found that
these ¢lavses are necessary to provide certamty of meaning. Regulation
of contract forms will be more effective, and litigation will be substan-
tially reduced if there is uniformity regarding coordination of beneﬁts
prov;sxons in health i insurance p011c1es

(b) A Goordmat:on of benefits (COB) provasmn as deﬁned in sub. (3)
(e) avoids claim payment delays be establishing an order in which Plans
pay their claims and by providing the authority for the orderly transfer
of information needed to pay claims promptly. It avoids duplication of
benefits by permitting a reduction of the benefits of a Plan when, by the
gules established by this section, a Plan does not have to pay 1ts benefits

rst

{¢) Coordinating health benefits has been found to be an effective tool
in containing health care costs. However, minimum standards of protee-
tion and umformlty are needed to protect the 1nsured’s and the pubhc )
interest.

{2) ScopE. This section applies to all group and blanket disability in-
suranee policies subject to s, 631,01 (1), Stats., that provide 24-hour con-
tinuous coverage for medical or dental care, treatment or expenses due to
either i m}ury or sickness that contain a coordination of benefits provz-
sion, an “excess,” “anti-duplication,” “non-profit” or “other insurance
exclusion by whatever name designated under which benefits are reduced
because of other insurance, other than an exclusion for expenses coyered
by worker's compensation, employer’s liability insurance, Medicare,
medical assistance or individual traditional automobile “fault’’ con-
tracts, Except as permitted under s, 632.32 (4} (b), Stats., this section
applies to the medical benefits provisions in an automobile “no fault”
type or group or group-type “fault” policy.

(3) DEFINITIONS. In this section:

(a) “Allowable expense” means the necessary, reasonable, and cus-
tomary item of expense for health care, when the item of expense is cov-
ered at least in part by one or more Plans eovering the person for whom
the claim is made, except as provided in sub. (4).

{(b) “Claim” means a request that benefits of a Plan be provided or
paid. The benefits claimed may be in the form of services {including sup-
plies), payment for all or a portion of the expenses incurred, a combina-
tion of the previuos 2, or indemnification.

(¢) “Claim determination period’’ means the period of time, not less
than 12 consecutive months, over which allowable expenses are com-
pared with total benefits payable in the absence of COB to determine
whether overinsurance exists and how much each Plan wiil pay or pro-
vide. However, it does include any part of a year before the date this
COB provision or a similar provision takes effect.

(d) “Complying Plan’” means a Plan with order of benefit determina-
tion rules which comply with this section.

(e) A “Coordination of benefits (COB) provision” means an insurance
contract provision intended to avoid claims payment delays and duplica-
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tion of benefifs when a person is covered by 2, or more plans providing
henefits or services for medical, dental or other care or treatment.

(f) “Group-type contracts” means contracts which are not available to
the general public and may be obtained and maintained only because of
membership in or connection with a particular organization or group.
Group-type contracts answering this description may be included in the
definition of Pian at the option of the insurer issuing group-type plans or
the serviece provider and its contract-client, whether or not uninsured
arrangements or individual contract forms are used and regardless of
how the group-type coverage is designated (for example, “franchise’” or
“blanket”), The use of payroll deductions by the employe, suberiber or
member to pay for the coverage is not sufficient, of itself, to make an
individual contract part of a group-type plan. Group-type contracits do
not include individually underwritten and issued, guaranteed renewable
policies that may be purchased through payroll deduction at a premium
savings to the insured.

(g) “Hospital indemnity benefits” means benefits for hospital confine-
ment which are not related to expenses incurred but does not include
plans that reimburse a person for actual hospital expenses incurred even
if the plans are designed or administered to give the insured the right to
elect indemnity-type benefits at the time of claim. -

' Nexi page is numbered 151

Register, August, 1990, No. 416



COMMISSIONER OF INSURANCE 162-1

Ins 3

tion those people responsible for making the determination which re-
sulted in the grievance, The preferred provider plan shall inform the en-
roltee in writing of the time and place of the meeting at least 7 calendar
days before the meeting.

{e) Pars. (b), (¢) and (d) do not apply in urgent care situations. Pre-
ferred provider plans shall develop a separate grievance procedure for
urgent care situations. This procedure shall require a preferred provider
plan to reslove an urgent care situation grievance within 4 business days
of receiving the grievance.

(f) Preferred brovider pians' shall record, retain, and report records for
each complaint and grievance in accordance with all of the following
requirements:

- 1. Each preferred provider plan shall keep and retain for at least a
three-year period a record for each complaint and grievance submitted to
the preferred provider plan. ’

2, Each provider contract and administrative services agreement en-
tered into between a preferred provider plan and a provider shall contain
a provision under which the provider must identify complaints and
grievances and forward these complaints and grievances in a timely man-
ner to the preferred provider plan for recording and resolution.

3. Bach preferred provider plan shall submit the grievance experience
report required by s, 609.15 (1) (¢), Stats., to the commissioner by
March 1 of each year. The report shall provide information on grievances
that were formally reveiwed by a grievance panel of the preferred pro-
vider plan during the previous calendar year. For purposes of this report,
the preferred provider plan shall classify each grievance as follows:

a, Plan administration. A'grievance related to plan marketing, policy-
holder service, billing, underwriting, or similar administrative functions;
or .

b. Benefits denials, A grievance related to the denial of a benefit, in-
cluding grievances related to refusals to refer enrollees or provide re-
quested services.

4, Each preferred provider plan shall keep together in a central loca-
tion of the preferred provider plan all records on complaints and griev-
ances resolved before a formal review by a grievance panel is completed
or in which the enrollee does not pursue a resolution, Preferred provider
plans shall make these records available for review during examination
by or on request of the commissioner.

(g) The commissioner shall by June 1 of each year prepare a report
that summarizes grievance experience reports received by the commis-
stoner from preferred provider plans, The report shall ai:so summarize
complaints involving preferred provider plans that were received by the
office during the previous calendar year. ‘

History: Cr. Register, June, 1984, No, 342, eff, 7-1-84; r. (7) under s, 13.93 (2m} (b) 16,.
Stats,, Register, December, 1984, No. 348; am. {1) and (4} (a), r. (6), Register, September,

1986, No, 369, eff, 10-1-86; renum. {2) to (6) ta be (3) to (6), er. (2) and (7), Register, October,
1989, No. 406, efi. 1-1-90.

ins 3.49 Wisconsin automobile insurance plan. (1) Purrosg, This sec-
tion interprets s. 619,01 (6), Stats., to continue a plan to make automo-
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bile insurance available to those who are unable to obtain it in the volun-
tary market by providing for the equitable distribution of applicants
ainong insurers and outlines access and grievance procedures for such a
plan. -

(2) DEFINITIONS. In this section:

(a) “Committee” means the governing committes of the Wisconsin
Automobile Insurance Plan which is the group of companies administer-
ing the Plan, '

(b) “Plan” means the Wisconsin Automobile Insurance Plan, an unin-
corporated facility established by s, 204.51 [Stats., (1967)] and continued
under s, 619.01 (6), Stats.

(3) FILING AND ACCESS. The committee shall submit revisions to its
rules, rates and forms for the Plan to the commissioner. Prior approval
by the commissioner of the documents is required before they may be-
come effective. The documents shall provide;

{a) Reasonable rules governing the equitable distribution of risks by
direct insurance, reinsurance or otherwise and their assignment to
insurers;

{b) Rates and rate modifications applieable to such risks which shall
not be excessive, inadequate or unfairly discriminatory;

{e} The limits of }iébility which the insurer shall be required to assume;

(d) A method by which an applicant to the Plan denied insurance or an
insured under the Plan whose insurance is terminated may request the
committee to review such denial or termination and by which an insurer
subscribing to the Plan may request the committee to review actions or
decisions of the Plan which adversely affeet such insurer. The method
shall specify that such requests for review must be made in writing to the
Plan and that the decision of the committee in regard to such review may
be appealed by the applicant, insured, or company to the commissioner
of insurance as provided for in ¢h. Ins 5. A review or appeal does not
operate as a stay of termination.

Note: These requirements reflect former s, 204.51 (2), Stats.

(e) The commissioner shall maintain files of the Plan’s approved rules,
rates, and forms and such documents must be made available for public
inspection at the office of the commissioner of insurance.

History: Cr. Register, November, 1984, No. 347, off. 12-1-84.

Ins 3.50 Health maintenance organizations. (1) PURPOSE. This section
establishes financial and other standards for health maintenance organi-
zations doing business in Wisconsin, These requirements are in addition
to any other statutory or administrative rule requirements which apply
to health maintenance organizations.

(2) Scope, This section applies to all insurers writing health mainte-
nance organization business in this state.

(3) DEFINITIONS, In this section:

(b) "Complaint” means any dissatisfaction about an insurer or its con-
tracted providers expressed by an enrollee,
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(e) “Grievance” means any dissatisfaction with the administration or
claims practices of or provision of services by a health maintenance or-
gam?latmn which is expressed in writing by or on behalf of a plan
enrollee, .

(d) ‘““Health maintenance organization” means a health eare plan as
defined in s, 609.01 (2), Stats.

_(e} “Health maintenance organization insurer’ has the meaning pro-
vided under s. 600.03 (23c), Stats. ““Health maintenance organization
insurer” does not include a limited service health organization.

(4) FINANCIAL REQUIREMENTS. (a) Capital. Unless otherwise ordered
by the commissioner the minimum capital or permanent surplus of:

1. A health maintenance organization insurer first licensed or organ-
ized on or after July I, 1989, is $750,600:

2. A health maintenance organization insurer first licensed or organ-
ized prior to July 1, 1989, is $200,000;

3. Any other insurer writing health maintenance organization busi-
ness, is the amount of capital or required surplus required under the stat-
utes governing the organization of the insurer.

(b) Compulsory surplus. An insurer, including an insurer organized
under ch. 613, Stats., writing health maintenance organization business,
except for a health maintenance organization insurer, is subject to s. Ins
14.02. A health maintenance organization insurer shall maintain com-
pulsory surplus as follows, or a greater amount required by order of the
commissioner:

1. Prior to January 1, 1991, at least the greater of $500,000 or an
amount equal to the sum of:

a. 10% of premium earned in the previous 12 months for policies which
include coverages which are other insurance business under s. 609.03 (a)
3, Stats.; plus

b. 3% of all other premium earned in the previous 12 months.

2. In calendar year 1991, at least the greater of $500,000 or an amount
equal to the sum of:

a, 10% of premium earned in the previous 12 months for polictes which
include coverages which are other insurance business under s, 609.03 (3)
(a) 8, Stats.; plus

b. 3% of other premiums earned in the previous 12 months except that
if the percentage of the liabilities of the health maintenance organization
insurer that are covered labilities is less than 90%, 4.5% of other pre-
mium earned in the previous 12 months.

3. Beginning on January 1, 1992, at least the greater of $750,000 or an
amount equal to the sum of:

a. 10% of premiums earned in the previous 12 months for policies
which include coverages which are other insurance business under s.
609.03 (8) (a) 8, Stats.; plus
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b. 8% of other premium earned in the previous 12 months except that
if the percentage of the liabilities of the health maintenance organization
insurer that are covered labilities is less than 90%, 6% of other premi-
ums earned in the previous 12 months,

(¢} Risks. Risks and factors the commissioner may consider in deter-
mining whether to require greater compulsory surplus by order include,
but are not limited to, those described under s. 623.11 (1) (a) and (b),
Stats., and the extent to which the insurer effectively transfers risk to
providers, A health maintenance organization insurer may transfer risk
through any mechanism including, but not limited to, those provided
under sub. (b) (d).

{d) Security surplus. An insurer, including an insurer organized under
ch. 613, Stats,, writing health maintenance organization insurance bust-
ness, except for a health maintenance organization insurer, is subject to
s. Ins 14,02, A heaith maintenance organization insurer should maintain
a security surplus to provide an ample margin of safety and clearly as-
sure a sound operation. The security surplus of a health maintenance
organization insurer shall be at least the greater of:

1. Compulsory surplus plus 40% reduced by 1% for each $33 million of
premium in excess of $10 million earned in the previous 12 months; or

2. 110% of its compulsory surplus.

(e) Insolvency profection for policyholders. Each health maintenance or-
ganhization insurer is required to either maintain compulsory surplus as
required for other insurers under s. Ins 14,02 or to demonstrate that in
the event of insolvency:

1. Enroliees hospitalized on the date of insolvency will be covered until
discharged; and

2, Enrollees will be entitled to similar, alternate coverage which does
not contain any medical underwriting or pre-existing limitation
requirements,

() Setting greater amounts, The commissioner may set greater amounts
under pars. (a) to (d) on finding that the financial stability of the organ-
ization requires it.

(h) Existing insurers. For health maintenance organizations having a
Certificate of Authority on September 29, 1986, this subsection shall be-
come effective on January 1, 1988,

(5) BUSINESS PLAN. All applications for certificates of incorporation
and certificates of authority of a health maintenance organization in-
surer shall inelude a proposed business plan. In addition to the items
listed in ss. 611.13 (2) and 613.13 (1), Stats., the following information
shall be contained in the business plan:

(a) Organization type. The type of health maintenance organization in-
surer, including whether the providers affiliated with the organization
will be salaried employes or group or individual contractors.

(b) Feasibility studies and markeling surveys. A summary of feasibility
studies or marketing surveys which support the financial and enrollment
projections for the health maintenance organization insurer. The sum-
mary shall include the potential number of enrollees in the operating ter-
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ritory, the projected number of enrollees for the first b years, the under-
writing standards to be applied, and the method of marketing the
organization.

(e) Gengraphical service area. The geographical service area by county
including a chart showing the number of primary and specialty care pro-
viders with locations and service areas by county; the method of han-
dling emergency care, with locations of emergency care facilities; and the
method of handling out-of-area services.

(d) Provider agreements. The extent to which any of the following will
beh _itﬁ:luded in provider agreements and the form of any provisions
which:

1. Limit the providers’ ability to seek reimbursement for covered ser-
vices from polieyholders or enrollees;

2, Permit or require the provider to assume a financial risk in the
health maintenance organization insurer, including any provisions for
assessing the provider, adjusting capitation or fee-for-service rates, or
sharing in the earnings or losses; and

3. Govern amending or terminating agreements with providers.

(e) Provider availability. A deseription of how services will be provided
to polieyholders in each service area including the extent to which pri-
mary care will be given by providers under contract to the health main-
tenance organization insurer.

(f) Plan adminisiration. A summary of how administrative services
will be provided, including the size and qualifications of the administra-
tive staff and the projected cost of administration in relation to premium
income, If management authority for a major corporate function is dele-
gated to a person outside the organization, the business plan shall in-
clude a copy of the contract. The contract shall include the services to be
provided, the standards of performance for the manager, the method of
payment including any provisions for the administrator to participate in
the profit or losses of the plan, the duration of the contract and any pro-
visions for modifying, terminating or renewing the contraet. Contracts
for delegated management authority shall be filed for approval with the
commissioner under ss. 611,67 and 618.22, Stats.

(g) Financial projections. A summary of current and projected enroll-
ment, income from premiums by type of payor, other income, adminis-
trative and other costs, the projected break even point, including the
method of funding the accumulated losses until the break even point is
reached, and a summary of the assumptions made in developing pro-
jected operating results. :

(h) Finaneial guaraniees. A summary of all financial guarantees by
providers, sponsors, affiliates or parents within a holding company sys-
tem, or any other guarantees which are intended to ensure the financial
success of the health maintenance organization insurer. These include
hold harmless agreements by providers, insolvency insurance, reinsur-
ance or other guarantees.

(i) Contracts wilh enrollees. A summary of benefits to be offered enroll-
ees including any limitations and exclusions and the renewability of all
contracts to be written.
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(6) CHANGES IN THE BUSINESS PLAN. A health maintenance organiza-
tion insurer shall file a written report of any proposed substantial change
in its business plan. The insurer shall file the report at least 30 days prior
to the effective date of the change. The office may disapprove the change,
‘The insurer may not enter into any transaction, contract, amendment to
a transaction or contract or take action or make any omission which is a
substantial change in the insurer’s business plan prior to the effective
date of the change or if the change is disapproved. Substantial changes
include changes tn articles and bylaws, organization type, geographical
service areas, provider agreements, provider availability, plan adminis-
tration, financial projections and guarantees and any other change which
might affect the financial solvency of the plan. Any changes in the items
listed in sub. (8) {(d) shall be filed under this section,

(7) CoPIES OF PROVIDER AGREEMENTS, All health maintenance organ-
1zat10n insurers shall file with the commissioner, prior to doing busmess,
copies of all executed prowder agreements and other contracts covering
liabilities of the health maintenance organization, exeept that, for con-
tracts with physiciansg, a list of physicians executing a standard contract
and a copy of the form of the contract may be filed instead of copies of the
executed contracts. Executed copies of all provider agreements, inelud-
ing those with physicians, shall be maintained in the insurer’s adminis-
trative office and shall be made available to the commissioner on request.

(8) OTHER REPORTING REQUIREMENTS. (a) All insurers authorized fo
write health maintenance organization business shall file with the com-
missioner by March 1 of each year an annual statement for the preceding
year. A health maintenance organization insurer shall use the current
Health Maintenance Organization annual statement blank prepared by
the national association of insurance commissioners. All other insurers
shall file an annual report in a form prescribed by the commissioner. A
health maintenance organization insurer shall include with its annual
statement a statement of covered expenses, and a special procedures
opinion from a certified public accountant, in the form preseribed by the
commissioner as Appendix B.

(b} A health maintenance organization insurer shall file a quarterly
repott, including & report concerning covered expenses, in a form pre-
seribed by the commissioner, within 45 days after the close of each of the
first 3 quarters of the year unless the commissioner has notified the in-
surer that another reporting schedule is appropriate,

(e) A health maintenance organization insurer shall include with its
annual audit financial reports filed under s. Ins 16.02 a statement of cov-
ered expenses and an audit opmlon concerning the statement. Both the
statement and opinion shall be in the form preseribed by the commis-
sioner as Appendix C,

(d) An insurer writing health mamtenance organization business,
other than a health maintenance organization i insurer, shall file a quar-
terly report in a form prescribed by the commissioner within 45 days
after the close of each of the first 3 quarters of the year unless the com-
missioner notifies the insurer that another reporting schedule is
appropriate.

(e) L. If a health maintenance organization insurer fails to file a state-
ment or opinion required under pars, (a) to (¢) by the time required, it is
presumed, in any action brought by the office within one year of the due
Reglister, August, 1990, No, 416
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date, that the health maintenance organization insurer is in financially
hazardous condition and that the percentage of its liabilities for health
care costs which are covered liabilities is and continues to be less than
65% for the purpose of s, 609.95, Stats.

2. It is presumed that the percentage of liabilities which are covered
liabilities of a health maintenance organization insurer is and continues
to be not greater than the percentage of covered expenses stated in the
report or statement filed under pars. (a) to (d) for the most recent period.

3, The health maintenance organization insurer has the burden of re-
futing a presumption under suhd. 1 or 2.

(8g) TERMINATION OF HOLD HARMLESS, (a) Notice of election to be ex-
empt from s, 609.91 (1) (b), Stats., or notice of termination of election to
be subject to s, 609.91 {1) (c), Stats., is effective only if filed on the form
prescribed by the commissioner and if the form is properly completed.

(b} A health care provider shall use the form prescribed by the com-
missioner for filing notice of termination of election to be exempt unders.
609.91 (1) (b), Stats., or notice of termination of election to be subject to
5. 609.91 (1) (c), Stats. A filing which is not on the preseribed form is not
effective, I a provider fails to use or to properly complete the form pre-
seribed for notice of termination of etection to be exempt from s, 609.91
(1) (b), Stats., or notice of election to be subject to s. 609.91 (1) (c),
Stats., the filing is nevertheless effective,

(8m) RECEIVABLES FROM AFFILIATES. A receivable, note or other obli-
gation of an affiliate to a health maintenance organization insurer shall
be valued at zero by the insurer for all purposes including, but not lim-
ited to, for the purpose of reports or statements filed with the office, un-
less the ecommissioner specifically approves a different value, The differ-
ent value shall be not more than the amount of the receivable, note or
other obligation which is fully secured by a security interest in cash or
cash equivalents held in a segregated account or trust.

(83) RECBIVABLES FROM IPA. After December 31, 1990, a health main-
tenance organization insurer shall value receivables, notes or obligations
of individual practice associations as defined under s, 600.03 {23g),
Stats., at zero for all purposes including, but not limited to, for the pur- -
pose of reports or statements filed with the office, unless the receivable,
note or obligation is fully secured by a seeurity interest in cash or cash
equivalents held in a segregated account or trust.

{8u) INCIDENTAL OR IMMATERIAL INDEMNITY BUSINESS IN HEALTH
MAINTENANCE ORGANIZATIONS, (a) Except as provided by par. (b}, insur-
ance business is not incidental or immaterial under s. 609.03 (3) (a) 3,
Stats,, if a health maintenance organization insurer issues coverage
which is not typically included in a health maintenance organization or
limited service healtl{ organization policy and the insurer either:

1. Markets the policy containing the coverage; or

2. The total premium for policies containing the coverage exceeds or is
projected to exceed 5% of total premium earned in any 12-month period.

(b) Insurance business is incidental or immaterial under s, 609,03 (3)
{a) 8, Stats,, if the business is written according to the terms of a specifie
business plan for issuance of coverage under s, 609.03 (3) {a) 3, Stats.,
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and the business plan is approved in writing by the office. A request for
approval to do business under this paragraph including, but not limited
to, issuance of policies with point of service coverage, shall include a de-
tailed business plan, a copy of the policy form, a detailed deseription of
how the business will be marketed and premium velume controiled, and
other information preseribed by the office. The total premium for policies
containing coverages subject to this paragraph and policies issued under
par. {a) may not exceed 10% of premium earned or projected to he
earned in any 12-month period.

(eIt !;he cormmissioner approves insurance business as incidental or
immaterial the commissioner may also, by order under sub. (4) (b), re-
quu'elz the insurer to maintain more than the minimum ecompulsory
surplus.

(d) For the purpose of this section any coverage which covers services
by a provider other than a selected provider is not typically includedina
health maintenance organization or limited serviee health organization
policy, except coverage of emergency out-of-area services.

{8x) SumMaRrY. A health maintenance organization insurer shall use
the form prescribed in Appendix A to comply with s. 609.94, Stats.

(8z) NONDOMESTIC HMO. No certificate of authority may be issued
under ch, 618, Stats., on or after September 1, 1990, to a person to do

health maintenance organization or limited service health organization .

business in this state unless the person is organized and regulated as an
insurer and domiciled in the United States. Any person issued a certifi-
cate of authority under ch. 618, Stats., to do health maintenance organ-
ization business prior to the effective date of this rule which is not organ-
ized and regulated as an insurer and domiciled in the United States shall
cease doing business in this state not later than January 1, 1993,

(9) POLICY AND CERTIFICATE LANGUAGE REQUIREMENTS, Each policy
form marketed by a health maintenance organization and each certifi-
cafe given to enrollees shall contain:

{(a) A definition of geographical service area, emergency care, urgent
care, out-of-area services, dependents and primary provider, if these
terms or terms of similar meaning are used in the policy or certificate and
have an effect on the benefits eovered by the plan. The definition of geo-
graphical service area need not be stated in the text of the policy or cer-
tificate if such definition is adequately described in an attachment which
is given to all enrollees along with the policy or certificate.

(b) Clear disclosure of any provision which limits benefits or access to
service in the exclusions, limitations, and exceptions sections of the pol-
icy or certificate, Among the exclusions, limitations and exceptions
which shall be disclosed are those relating to emergency and urgent care,
restrietions on the selection of primary or referral providers, restrictions
on changing providers during the contract period, out-of-packet costs
including copayments and deductibles, charges for missed appointments
or other administrative sanctions, restrictions on aceess to care if copay-
ments or other charges are not paid, and any restrictions on coverage for
dependents who do not reside in the service area,

(e} Clear disclosure of any benefits for home health care, skilled nurs-
ing care, kidney disease treatment, diabetes, maternity benefits for de-
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pendent children, alcoholism and other drug abuse, and nervous and
mental disorders.

{10) GRIEVANCE PROCEDURE. (a) A health maintenance organization
shall investigate each grievance pursuant to s, 609.15 (2), Stats. Each
health maintenance organization shall develop an internal grievance pro-
cedure which shall be described in each policy and certificate issued to
enrollees. Policies and certificates shall include a definition of a
grievance.

(b) In addition to the notice requirement under par. {(a), each time the
heaith maintenance organization denies a claim or benefit, including a
refusal to refer an enrollee, or initiates disenrollment proceedings, the
health maintenance organization shall notify the affected enrollee of the
right to file a grievance and the procedure to follow. The notification
shall state the specific reason for the denial or initiation.

{e) The health maintenance organization shall resolve all grievances
within 30 calendar days of receiving the grievance. If the health mainte-
nance organization is unable to resolve the grievance within 30 ealendar
days, the time period may be extended an additional 30 calendar days if
the health maintenance organization notifies, in writing, the person who
filed the grievance that the health maintenance organization has not re-
solved the grievance, when resolution may be expected, and the reason
for why additional time is needed.

(d) A grievanee procedure shall include a method whereby the enrollee
who made the grievance has the right to appear in person hefore the
grievance committee to present written or oral information and to ques-
{ion those people responsible for making the determination which re-
sulted in the grievance. The health maintenance organization shall in-
form the enrollee in writing of the time and place of the meeting at least 7
calendar days before the meeting.

(e) Pars. (b}, (¢) and (d) do not apply in urgent care situations. Health
maintenance organizations shali develop a separate grievance procedure
for urgent care situations. This procedure shall require a health mainte-
nance organization to resolve an urgent care situation grievance within 4
business days of receiving the grievance.

(f) The health maintenance organization shall acknowledge a griev-
ance within 10 days of receiving it.

{g) Health maintenance organizations shall record, retain, and report
records for each complaint and grievance in accordance with all of the
following requirements:

1. Bach health maintenance organization shall keep and retain for at
least a three-year period a record for each complaint and grievance sub-
mitted to the health maintenance organization,

2. Each provider contract and administrative services agreement en-
tered into between a health maintenance organization and a provider
shall contain a provision under which the provider must identify com-
plaints and grievances in a timely manner and forward these complaints
and grievances in a timely manner to the health maintenance organiza-
tion for recording and resolution,
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3. Each health maintenance organization shall submit a grievance ex-
perience report required by s 609.15 (1) (¢), Stats., to the commissioner
by March 1 of each year. The report shall provide information on griev-
ances received during the previous calendar year that were formalily re-
viewed by a grievance panel of the health maintenance organization. For
purposes of this report, the health maintenance organization shall clas-
sify each grievance as follows:

a. Plan administration. A grievance related to plan marketing, policy-
holder service, billing, underwriting, or similar administrative functions;
or :

b. Benefits denials, A grievance related to the denial of a benefit, in-
cluding grievances related to refusals to refer enrollees or provide re-
quested services,

4, Each health maintenance organization shall keep together in a cen-
tral location of the health maintenance organization all records on com-
plaints and grievances resolved before a formal review by a grievance
panel is completed or in which the enrollee does not pursue a resolution.
The health maintenance organization shall make these records available
for review during examinations by or on request of the commissioner.

(h) The commissioner shall by June 1 of each year prepare a report
that summarizes grievance experience reports received by the commis-
sioner from health maintenance organizations, The report shall also sum-
marize complaints involving health maintenance organizations that
were received by the office during the previous calendar year.

(11) OTHER NOTICE REQUIREMENTS. (a) Prior to enrolling members,
the health maintenance organization shali provide to prospective group
or individual policyholders information on the plan, including informa-
tion on the services covered, a definition of emergency and out-of-area
coverage, names and specific location of providers for each type of ser-
vice, the cost of the plan, enrollment procedures, and limitations on ben-
efits including limitations on choice of providers and the geographical
area serviced by the organization.

{b) If a health maintenance organization terminates its relationship
with any clinic or medical group it shall notify all subseribers who receive
primary health care services from that clinic or medical group at least 30
days in advance of such termination. The health maintenance organiza-
tion shall notify all subscribers in a geographical area served by the plan
of any changes in it affiliations with providers which have a substantial
effect on the availability of covered services in the area.

(12) DiSENROLLMENT. (a) The health maintenance organization shall
clearly disclose in the policy and certificate any eireamstances under
whioh the health maintenance organization may disenroll an enrollee.

(b) Except as provided in 5. 632.897, Stats,, the health maintenance
organization may disenroll an enrollee from the health maintenance or-
ganization for the following reasons only:

1, The enrollee has failed to pay required premiums by the end of the
grace period,

2, The enrollee has committed acts of physical or verbal abuse which
pose a threat to providers or other members of the organization.
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3. The enrollee has allowed a nonmember to use the health mainte-
nance organization’s certification card to obtain services or has know-
ingly provided fraudulent information in applying for coverage.

4, The enrollee has moved outside of the geographical service area of
the organization,

6. The enrollee is unable to establish or maintain a satisfactory physi-
cian-patient relationship with the physician responsible for the enrollee’s
care, Disenrollment of an enrollee for this reason shall be permitted only
if the health maintenance organization ean demonstrate that it provided
the enrollee with the opportunity to select an aliernate primary care
physician, made a reasonable effort to assist the enrollee in establishing a
satisfactory patient-physician relationship and informed the enrollee
that he or she may file & grievance on this matter.

(¢) The health maintenance organization may not disenroll an enrollee
under par, (b) for reasons related to the physical or mental condition of
the envollee or for any of the following reasons:

1. Failure of the enrollee to follow a presertbed course of treatment,
2. Administrative actions such as failure to keep an appointment.

(d) A health maintenance organization which has disenrolled an en-
rollee for any reason except failure to pay required premiums shall make
arrangements to provide similar alternate insurance coverage to enroli-
ees. In the ease of group certificate holders, this insurance coverage shall
be continued until the person finds his or her own coverage or until the
next opportunity to change insurers, whichever comes first, In the case of
an enrollee covered on an individual basis, coverage shall be continued
““tll.] the anniversary date of the policy or for one year, whichever is
earlier.

. (18) 'TIME PERIOD, In accordance with s. 227.116, Stats., the commis-
sioner shall review and make a determination on an application for a
certificate of authority within 60 business days after it has been received.

Hisiory: Cr. Register, June, 1986, No. 366, eff. 9-29-86; renum. (3) (b) and (10} (¢) tobe (3)
(d) and(fﬂ) {h1 (10) (d), er. (3) (b) and (e}, (16) (¢) to {e), (S)and( ), am. (10} (a) and (b)),
Register, October, 1989, No. 406, eff, 1-1-80; r, and reer. (2) and (4) {(a) to {¢), r.{3) (a)and (4
(e}, renum, (4) (f) and (g) to be (4) () and (f) and am, (4) (¢) (intro.) and (4} (), er. (3
(mtro)and (e}, (8) {e) to (e}, (8), (8s), (8), (8x) and (82), am, (4) (d) (intro.}, (5) (intro.) to
(b}, (d) 2., (e} and {h) and {8) to (8), Register, August, 990 No, 4186, eff, 9.1-90
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Ins 3.50 Appendix A
NOTICE

THIS NOTICE DESCRIBES HOLD-HARMLESS PROVISIONS
WHICH AFFECT YOUR ABILITY TO SEEK RECOURSE AGAINST
HMO ENROLLEES FOR PAYMENT FOR SERVICES

Seetion 609,94, Wis. Stat., requires each health maintenance organiza-
tion insurer (HMO) to provide a summary notice to all of its participat-
ing providers of the statutory limitations and requirements in §§ 609.91
to 609,935, and § 609.97 (1), Wis, Stat.

SUMMARY -

Under Wisconsin law a health care provider may not hold HMO en-
roliees or policyholders (“enrollees”) liable for costs covered under an
HMO policy if the provider is subjeet to statutory provisions which
“hold harmless” the enrollees, For most health care providers applica-
tion of the statutory hold-harmless is “mandatory” or it applies unless
the provider elects to “opt-out.” A provider permitted to “opt-out”
must file timely notice with the Wisconsin Office of the Commissioner of
Insurance (““OCI"). .

Some types of provider care are subject to the statutes only if the pro-
vider voluntarily “opts-in.” An HMO may partially satisfy its reguia-
tory capital and surplus requirements if health care providers elect to
remain subject to the statutory hold-harmless provisions.

This notice is only a summary of the law. Every effort has been made
to aceurately describe the law. However, if this summary is inconsistent
with a provision of the law or incomplete, the law will control.

Filings for exemption with OCI must be on the prescribed form to be
effective,

HOLD HARMLESS

A health care provider who is subject to the statutory hold-harmless
provisions is prohibited from seeking to recover health care costsfrom an
enrollee. The provider may not bill, charge, collect a deposit from, seek
remuneration or compensation from, file or threaten to file with a credit
reporting agency or have any recourse against an enrollee or any person
acting on the enrollee’s behalf, for health care costs for which the enrollee
is not liable, The prohibition on recovery does not effect the liability of
an enrollee for any deductibles or copayments, or for premiums owed
under the policy or eertificate issued by the HMO,

A. MANDATORY FOR HOLD HARMLESS

An enroilee of an HMO is not liable to a health care provider for health
care costs which are covered under a policy issued by that HMO if;

1, Care is provided by a provider who is an affiliate of the HMO, owns
at least 5% of the voting securities of the HMO, is directily or indi-
rectly invloved with the HMO through direct or indirect selection of
or representation by one or more board members, or is an Individual
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Practice Association (“IPA”) and is represented, or an affiliate is
represented, by one of at least three HMO board members who di-
rectly or indirectly represent one or more Independent Practice As-
sociations (“IPAs") or affiliates of IPAs; or,

2, Care is provided by a provider under a contract with or through
membership in an organization identified in 1.; or

3, To the extent the charge exceeds the amount the HMO has contrac-
tually agreed to pay the provider for that health care service; or

4, The care is provided to an enrolled medieal assistance recipient
under a Department of Health and Social Services prepaid health
care policy.

B. “OPT-0UT"” HOLD HARMLESS

. If the conditions deseribed in A do not apply, the provider will be sub-
jeet to the statutory hold harmless unless the provider files timely elec-
tion with OCI to be exempt if the health care is:

1, Provided by a hospital or an TPA; or

2. A physician service, or other provider services, equipment, supplies
or drugs that are ancillary or incidental to such services and are pro-
vided under a contract with the HMO or are provided by a provider
selected by the HMO; or

3. Provided by a provider, other than a hospital, under a contract with
or through membership in an IPA which has not elected to be ex-
empt, Note that only the IPA may file election {o exempt care pro-
vided by its member providers from the statutory hold harmless.
(See Exemptions and Elections, No. 4.)

GC. “QPT-IN"' HOLD HARMLESS

If a provider of health care is not subject to the conditions deseribed in
A or B, the provider may elect to be subject to the statutory hold-harm-
less provisions by filing a notification with OCI stating that the provider
elects to be subject with respect to any specific HMO, A provider may
terminate such a notice of election by stating the termination date in
that notice or in a separate notification.

CONDITIONS NOT AFFECTING IMMUNITY

An enrollee’s immunity under the statutory hold harmless is not af-
fected by any of the following:

1. Any agreement entered into by a provider, an HMOQ, or any other
person, whether oral or written, purporting to hold the enrollee lia-
ble for costs {except a notice of election or termination permitted
under the statute;

2. A breach of or default on any agreement by the HMO, an IPA, or
any other person to compensate the provider for health care costs
for which the enrollee is not liable.

3. The insolvency of the HMO or any person contracting with the
HMO, or the commencement of insolvency, delinguency or bank-
ruptey proceedings involving the HMO or other persons which
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would affect compensation for health care costs for which an en-
rollee is not liable under the statutory hold harmless;

4. The inability of the provider or other person who is owed compensa-

tion to obtain compensation for health care costs for which the en-
rollee is not liable;

5. Failure by the HMO to provide notice to providers of the statutory

hold-harmless provisions; or

6. Any other conditions or agreement existing at any time.

FXEMPTIONS AND ELECTIONS

Hospital, IPAs, and providers of physician services who may “‘opt-out”
may elect to be exempt from the statutory hold harmless and prohibition
on recovery of health care costs under the following conditions and with
the following notifications:

1

. If the hogpital, IPA, or other provider has a written contract with

the HMO, the provider must within thirty (30) days after entering
into that contraet provide a notice to the OCI of the provider’s elec-
tion to be exempt from the statutory hold-harmless and recovery
limitations for care under the contract.

. If the hospital, IPA, or other provider does not have a contract with

an HMO, the provider must notify OCI that it intends to be exempt
with respect to a specific HMO and must provide that notice for the
peried January 1, 1990, to December 31, 1990, at least sixty (60)
days before the health care costs are incurred; and must provide that
notice for health care costs incurred on and after January 1, 1991, at
least 90 days in advance.

3, A provider who submits a notice of election to be exempt may termi-

nate that election by stating a termination date in the notice or by
submitting a separate termination notice to OCI.

. The election by an IPA to be exempt from the statutory provisions,

or the failure of an IPA to so elect, applies to costs of health care
provided by any provider, other than a hospital, under contract
with or through membership in the IPA. Such a provider, other than
a hospital, may not exercise an election separately from the IPA.
Similarly, an election by a clinic to be exempt from the statutory
limitations and restrictions or the failure of the clinie to elect to be
exempt applies to costs of health care provided by any provider
through the clinie. An individual provider may not exercise an elec-
tion to be exempt separate from the elinic.

. The statutory hold-harmless “opt-out® provision applies to physi-

cian services only if the services are provided under a contract with
the HMO or if the physician is a selected provider for the HMO,
unless the services are provided by a physician for a hospital, IPA or
clinic which is subject to the statutory hold-harmless “opt-out”
provision,

NOTICES

All notices of election and termination must be in writing and in ae-
cordance with rules promulgated by the Commissioner of Insuranece, All
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notices of election or termination filed with OCI are not affected by the
renaming, reorganization, merger, consolidation or change in control of
the provider, HMO, or other person. However, OCI may promulgate
rules requiring an informational filing if any of these events oceur.

Notices to the Office of the Commissioner of Insurance must be writ-
ten, on the preseribed form, and received at the Office’s current address:

P.0, Box 7873, Madison, W1 53707-7873
HMO CAPITAL AND SECURITY SURPLUS

Fach HMOQ is required to meet minimum capital and surplus stan-
dards (“compulsory surplus requirements’), These standards are higher
if the HMO has fewer than 90% of its Habilities covered by the statutory
%uiild-harmless. Specifically, the compulsory surplus requirements are as
ollows:

1. From Januwary 1, 1990, through December 31, 1990, at least the
greater of $600,000 or 3% of the premiums earned by the HMO in
the previous 12 months.

2. From January 1, 1991, through December 31, 1991, at least the
greater of $500,000 or 4.5% of the premiums earned by the HMO in
the previous 12 months if its covered liabilities are less than 90%, or
3% of the premiums earned by the HMO in the last 12 months ifiits
covered Habilities are 90% or more.

3. Beginning January 1, 1992, at least the greater of $750,000 or 6% of
the premiums earned by the HMO in the last 12 months if its cov-
ered liahilities are less than 90%, or 3% of the premiums earned by
the HMO in the last 12 months if its covered liabilities are 90% or
more,

In addition to capital and surplus, an HMO must also maintain z se-
curity surplus in the amount set by the Commissioner of Insurance,

FINANCIAL INFORMATION

An HMO is required to file financial statements with OCIL, You may
request financial statements from the HMO. OCI also maintains files of
HMO financial statements which can be inspected by the public.
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Ins 3.50 Appendix B

AUDITOR’'S SPECIAL PROCEDURES REPORT ON THE
SCHEDULE OF COVERED EXPENSES

Board of Directors
XYZ HMO

We have performed the following special procedures with respect to
the Schedule of Covered Expenses for XYZ HMO for the year ended
December 31, XX XX, It is understood that this report is solely to assist
you in complying with s. Ins 3.50, Wis, Adm, Code, and ch. 609, Wis.
Stats., and our report is not be used for any other purpose., Our proce-
dures and findings are as follows:

a. A randomly selected sample was taken from all medical and hospital
expenses paid during the ealendar year to test the attribute that the
expenses reported on the provider’s IRS 1099-MISC forms (or other
supporting documentation for providers not issued an IRS-1099-
MISC form) trace to the Schedule of Covered Expenses for those
providers included on the Schedule of Covered Expenses.

b. A comparison was made between the Schedule of Covered Expenses
and the Election of Exemption notices by providers to verify that
providers which had given notice of their Election of Exemption
prior to December 31, XX XX, and which had not also given notice
of their Termination of Election prior to December 31, XX XX, are
exeluded from the Schedule of Covered Expenses,

¢. A review of the assumptions and methods of the HMO in establish-
ing the amount of covered expenses included in the Incurred But
Not Reported line of the Schedule of Covered Expenses was under-
taken to determine if the company's estimate is reasonably esti-
mated based on the HMO’s historical data and best information
available to the HMO.

Because the procedures do not constitute an examination made in ac-
cordance with generally accepted auditing standards, we do not express
an opinion on any of the accounts or items referred to above, The follow-
ir;)g summarizes our findings as a result of the procedures referred to
above.

FINDINGS REPORTED HERE

Had we performed any additional procedures, other matters might
have come to our attention that would have been reported to you. This
report relates enly to the items specified above and does not extend to
any financial statements of the HMO taken as a whole,

Date - CPA Signature
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AUDITOR'S REPORT ON THE SCHEDULE OF COVERED
, EXPENSES

Date

BOARD OF DIRECTORS
XYZ Health Maintenance Organization

We have audited, in accordance with generally accepted auditing stan-
dards, Financial Statements of XYZ Health Maintenance Organization
for the year ended December 31, XX XX, and have issued our report
thereon dated XXX XXX XXX XX, XX XX, We have also audited the
accompanying Schedule of Covered Expenses for XYZ Health Mainte-
nance Organization as of December 31, XXXZX, This schedule is the re-
sponsibility of management of X¥Z Health Maintenance Organization.
Ou(xi' responsibility is to express an opinion on this schedule based on cur
audit, '

We conducted our audit in accordance with generally accepted audit-
ing standards. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the aforementioned
schedule is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the
aforementioned schedule. An audit also includes assessing the accoynt-
ing principles used and any significant estimates made by management,
as well as evaluating the overall schedule presentations. We believe that
our audit provides reasonable basis for our opinion.

In our opinion, the schedule referred to above presents fairly, in all
§§g{i§1 respects, covered expenses for -the year ended December 31,

CPA Signature
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Ins 3.51 Reporis by individual practice associations. (1) DEFINITIONS.
For the purpose of this section only:

(a) “Accountant” means an independent certified public accountant
who is duly registered to practice and in good standing under the laws of
this state or a state with similar licensing reguirements.

(b) “Individual practice association” means an individual practice as-
sociation as defined under s. 600.03 (23g), Stats., which contracts with a
health maintenance organization insurer or a limited service health or-
ganization to provide health care services which are principally physi-
cian services.

(e) “Work papers” are the records kept by the accountant of the pro-
cedures followed, the tests performed, the information obtained, and
conclusions reached pertinent to the examination of the financial state-
ments of the independent practice association. Work papers include, but
are not limited to, work programs, analysis, memorandum, letters of
confirmation and representation, management letters, abstracts of com-
pany documents and schedules or commentaries prepared or obtained by
the accountant in the course of the examination of the financial state-
ments of the independent practice association and which support the ac-
countant’s opinion,

(2) FILING OF ANNUAL AUDITED FINANCIAL REPORTS, Unless otherwise
ordered by the commissioner, an indiviual practice association shall file
an anhnual audited financial report with the commisstoner within 180
days after the end of each indiviual practice association’s fiscal year. This
section applies to individual practice associations for fiseal years termi-
nating on or after March 81, 1991. The annual audited financial report
shall report the assets, liabilities and net worth; the results of operations;
and the changes in net worth for the fiscal year then ended on the acerual
basis in conformity with generally accepted accounting practices. The
annual audited financial report shall not be presented on the cash basis or
the income tax basis or any other basis that does not fully account for all
the independent practice association’s liabilities ineurred as of the end of
;hﬁ fiscal year, The annual audited finaneial report shall include all of the
ollowing:

(a) Report of independent certified public accountant.
(b) Balance sheet.
{c) Statement of gain or loss from opereations.
~ {d) Statement of changes in financial position.
(e) Statement of changes in net worth.

(f) Notes to the financial statements. These notes shall include those
needed for fair presentation and disclosure.

(g) Supplemental data and information which the commissioner may
from time to time require to be disclosed.

(3) Scorm OF AUDIT AND REPORT OF INDEPENDENT CERTIFIED PUBLIC
ACCOUNTANT, Financial statements filed under sub. (2) shall be audited
by an independent certified public accountant. The audit shall be con-
dueted in accordance with generally accepted auditing standards. The
commissioner may from time to time require that additional auditing
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procedures be observed by the accountant in the audit of the financial
statements of the independent practice association under this rule.

(4) AVAILABILITY AND MAINTENANCE OF CPA WORK PAPERS. {a) An in-
dependent practice association required to file an audited financial report
under this rule shall, if requested by the office, require the accountant to
make available to the office all the work papers prepared in the conduet
of the audit, The independent practice assoctation shall require that the
accountant retain the audit work papers for a period of not less than 5
years after the period reported.

(b} The office may photocopy pertinent audit work papers. These cop-
ies are part of the office’s work papers. Audit work papers are confidential
uniess the commissioner determines disclosure is necessary to carry out
the functions of the office,

(5) CoNTRACTS. A health maintenance organization insurer con-
tracting with an independent practice association shall include provi-
sions in the contract which are necessary to enable the individual prac-
tice association to comply with this section including, but not limited to:

(a) Provistons providing for timely access to records;

(b) Provisions providing for maintenance of necessary records and sys-
tems and segragation of records, accounts and assets; and

(e) Olgher provisions necessary to ensure that the individual practice
association operates as an entity distinet from the insurer,

History: Cr. Register, August, 1990, No. 416, eff, 9-1-90.

Ins 3.52 Limited service health organizations, (1} PUrrosE, This section
establishes financial and other standards for limited services health orga-
nizatlons doing business in Wisconsin, The requiremeits in this section
are in addition to any other statutory or administrative rule require-
ments which apply to limited service health organizations,

(2) Scope. Except for subs, (4) and (8), this section applies to all lim-
ited service health organizations doing business in Wisconsin. Subsec-
tions (4) and (8) do not apply to a limited service health organization
operated as a line of business of a licensed insurer unless the insurer does
substantially all of its business as a limited service health organtzation.

(3) DEFINITIONS. (a) “Acceptable letter of credit” means a clean, un-
conditional, irrevoeable letter of credit issued by a Wisconsin bank or
any other finanecial institution acceptable to the commissioner which re-
news on an annual basis for a 3-year term unless written notice of nonre-
newal is given to the commissioner and the limited service health organ-
ization at least 60 days prior to the renewal date,

(b) “Complaint” means any dissatisfaction about an insurer or its con-
tracted providers expressed by an enrollee.

() “Grievance” means any dissatisfaction with the administration or
clatms practices of or provision of services by a limited service health
orga;}ization which is expressed in writing by or on behalf of a plan
enrollee,

{(a) “Limited service health organization’ means a health care plan as
defined in s. 609,01 (8), Stats.
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(4) FINANCIAL REQUIREMENTS, (a) Minimum capilal or permanent sur-
plus. The minimum capital or permanent surplus requirement for a lim-
ited service health organization shall be not less than $75,000.

(b} Securily deposit. 1, Each limited service health organization shall
maintain either a deposit of securities with the state treasurer or an ac-
captable letter of credit on file with the commissioner’s office. The
amount of the deposit or letter of credit shall be not less than $75,000 for
limited service health organizations. The letter of credit shali be payable
to the commissioner whenever rehabilitation or liqguidation proceedings
are initiated against the limited service health organization.

2, The eommissioner may accept the deposit or letter of eredit under
subd. 1. to satisfy the minimum capital or permanent surplus reguire-
ment under par. (a), if the imited service health organization demon-
strates to the satisfaction of the commissioner that it does not retain any
risk of financial loss because all risk of loss has been transferred to provid-
ers through provider agreements,

(¢) Compulsory surplus. 1. Each limited service health organization
shall maintain a compulsory surplus to provide security against contin-
gencies that affect its financial position but which are not fully covered
by provider contracts, insolvency insurance, reinsurance, or other forms
of financial guarantees. The compulsory surplus is equal to not less than
the greater of:

a. 3% of the premiums earned by the limited service health organiza-
tion in the previous 12 months; or

b. $75,000.

2. The commissioner may accept the deposit or letter of credit under
par. {b) to satisfly the compulsory surplus requirement if the limited ser-
viee health organization demonstrates to the satisfaction of the commis-
sionter that it does not retain any risk of financial loss because all risk of
loss has been transferred to providers through provider agreements, The
commissioner may, by order, require a higher or lower compulsory sur-
plus or may establish additional factors for determining the amount of
compulsory surplus required for a particular limited service health
organization.

(d) Security surplus. The limited service health organization should
maintain a security surplus to provide an ample margin of safety and
clearly assure a sound operation. The security surplus of a limited service
healilsh organization shall be equal to not leds than 110% of compulsory
surplus. .

(e) Operating funds. The limited service’health organization shall make
arrangements, satisfactory to the commissioner, to provide sufficient
funds to finance any operating deficits in the business and to prevent
impairment of the insurer’s initial capital or permanent surplus or its
compulsory surplus. To determine the acceptability of these arrange-
ments the commissioner shall take into account reasonable projections of
enrollments, claims and administrative costs, financial guarantees given
to the organization, the financial condition of any guarantors and other
relevant information.

(f) Setting greater amounts. ‘The commissioner may require, based on
the actual operating experience of a particular insurer, greater amounts
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under pars, (a), (d) and (e) on finding that the financial stability of the
organization requires it. Higher financial standards may be applied to a
limited service health organization which does not transfer all of the risk
to individual providers.

(g) Insolvency protection for policyholders. Bach limited service health
organization which provides hospital benefits shall demonstrate that, in
the event of an insolveney, enrollees hospitalized at the time of an insol-
vency will be covered until discharged,

(6) BusIingss PLAN. All applications for certificates of incorporation
and certificates of authority of a limited service health organization shall
include a proposed business plan, Limited service health organizations
that are not separately licensed shall submit a proposed business pian
prior to doing business as a limited service health organization unless the
commissioner waives this requirement. In addition to the items listed in
8s, 611.13 (2) and 613,13 (1), Stats., the business plan shall contain the
following information:

(a) Ideniity of organization. The name and address of the limited ser-
vice health organization and the names and addresses of individual pro-
viders, if any, who control the limited service health organization.

(h) Orﬂanization type. The type of organization, including information
on whether providers will be salaried employes of the organization or
individual or group contractors.

(c) Fegsibility study. A feasibility study which supports the financial
and enrollment projections of the plan, including the potential number of
enrollees in the geographical service area, the estimated number of en-
rollees for the first 5 years, the underwriting standards to be applied, and
the method of marketing the organization.

(d) Geographical service area. The geographical service area by county
including a chart showing the number of primary and specialty care pro-
viders with locations and service areas by county; the method of han-
dling emergency care, with locations of emergency care facilities; and the
method of handling out-of-area services.

(e) Provider agreemenis. The extent to which any of the following are or
arg. n]cl)t included in provider agreements and the form of any provisions
which: ‘

1. Limit the providers’ ability to seek reimbursement for covered ser-
vices from policyholders or enrollees;

I
2. Permit or require the provider to assume a financial risk in the lim-
ited services health organization, including any provisions for assessing
the provider, adjusting capitation or fee-for-service rates, or sharing in
the earnings or losses of the organization; or

3. Govern amending or terminating the agreement or the effect of
amending or terminating the agreement.

(f) Plan administration. 1. A copy of the administrative agency con-
tract if management or administrative authority for the operation of the
limited service health organization is delegated to a person or organiza-
tion outside of the limited service health organization. This administra-
tion contract shall include a deseription of the services to be provided,
the standards of performance for the administrative agent, the method
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of payment, including any provisions for the administrative agent to
participate in profit or losses in the plan, the duration of the contract and
any provisions for modifying, terminating, or renewing the contract.

2. A summary of how the limited service health organization will pro-
vide administrative services, including size and qualifications of the ad-
ministrative staff, and the projected cost of administration in relation to
premium ineome shall accompany the application if a limited service
health organization provides its own administrative services and does
not delegate these functions to a person or organization outside of the
limited service health organization,

{g) Financial projections. A summary of current and projected enroll-
ment, income from premiums by type of payor, other income, adminis-
trative and other costs, the projected break even point, including the
method of funding the accumulated losses until the income and expense
reach the break even point, and a summary of the assumptions made in
developing projected operating results.

(h) Financial guarantees. A summary of all financial guarantees by
providers, sponsors, affiliates or parents within a holding company sys-
tem, or any other guarantees which are intended to ensure the financial
success of the plan. Such guarantees include, but are not limited to, hold
harmless agreements by providers, insolvency insurance, reinsurance or
other guarantees.

(i) Coniracls with enrollees. A summary of benefits to be offered enroli-
ees including any limitations and exclusions and the renewability of all
contracts to be written.

(6) CHANGES IN THE BUSINESS PLAN. All substantial changes, altera-
tiens or amendments to the business plan shall be filed with the commis-
sioner at least 80 days prior to their effective date and shall be subject to
disapproval by the commissioner, These include changes to articles and
bylaws, organization type, geographical service area, provider agree-
ments, provider availability, plan administration, financial projections
and guarantees and any other change which might affect the financial
solvency of the plan, Any changes in the items listed in sub, (5) (@) shall
be filed under this section.

(7) PROVIDER AGREEMENTS. {a) Prior to doing business, all limited ser-
vice health organizations shall file with the commissioner copies of all
executed provider agreements and other contracts covering its liabilities
except that a limited service health organization may file a list of provid-
ers executing a standard contract and a copy of the form of the contract
instead of copies of the individua! executed contracts.

) (b) A limited service health oi‘gaﬁizatiori shall maintain executed cop-
ies of all provider agreements in its administrative office and shall make
the copies available to the commissioner on request.

(8) OTHER REPORTING REQUIREMENTS. (a) A limited service health or-
ganization shall file an annual statement for the preceding year with the
commisstoner by March 1 of each year and shall put the statement on the
current health maintenance organization annual statement blank pre-
pared by the national association of insurance commissioners.

(b) The commissioner may require other reports on a regular or other
basis as appropriate.

Register, August, 1998, No. 416




COMMISSIONER OF INSURANCE ; 31(;'»2-23
ns

(9) POLICY AND CERTIFICATE LANGUAGE REQUIREMENTS. Each policy
form marketed by a limited service health organization and each certifi-
cate given to enrollees shall contain:

(a) A definition of geographical service area, emergency care, urgent
care, out-of-area services, dependents and primary provider, if these
terms or terms of similar meaning are used in the policy or certificate and
have an effect on the beneiits covered by the plan. The definition of geo-
graphical service area need not be stated in the text of the policy or cer-
tificate if the definition is adequately described in an attachment which is
given to all enroliees along with the policy or certificate,

(b) Clear disclosure in the exclusions, limitations, and exceptions sec-
tion of any provision which limits benefits or aceess to service, The exclu-
sions, limitations and exceptions which shall be disclosed inelude those
relating to emergency and urgent care, restrictions on the selection of
primary or referral providers, restrictions on changing providers during
the contract period, out-of-pocket costs including copayments and de-
ductibles, charges for missed appointments or other administrative sanc-
tions, restrietions on access to care if copayments or other charges are not
paid, and any restrictions on coverage for dependents who do not reside
in the service area,

{10) GRIEVANCE PROCEDURE. (a) A limited service health organization
shall investigate each grievance pursuant to s. 609,15 (2), Stats, Each
limited service health organization shall develop an internal grievance
procedure which shall be deseribed in each policy and certificate issued to
enrollees. Policies and certificates shall include a definition of a
grievance,

(b) In addition to the notice requirement in par. (a), each time the
limited service health organization denies a claim or benefit, including a
refusal to refer an enrollee, and each time it initiates disenroliment pro-
ceedings under sub. (12) (b) &, the limited service health organization
shall notify the affected enrollee of the right to file a grievance and the
procedure to follow. The notification shall state the specific reason for the
denial or initiation.

{c) A limited service health organization shall resolve all grievances
within 30 calendar days of receiving the grievance. If the limited service
health organization is unable to resolve the grievance within 30 calendar
days, the time period may be extended an additional 30 calendar days if
the limited service health organization notifies, in writing, the person
who filed the grievance that the limited service health organization has
not resoived the grievance, when resolution may be expected, and the
reason for why additional time is needed,

(d) A grievance procedure shall include a method whereby the enrollee
who made the grievance has the right to appear in person before the
grievance committee to present written or oral information and to ques-
tion those people responsible for making the determination which re-
sulted in the grievance. The limited service health organization shalt in-
form the enrollee in writing of the time and place of the meeting at least 7
calendar days before the meeting.

(e)-Pars. (b}, (¢) and {d) do not apply in urgent care situations, Lim-
ited service health organizations shall develop a separate grievance pro-
cedure for urgent care situations. This procedure shall require a limited
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service health organization to resolve an urgent care situation grievance
within 4 business days of receiving the grievance.

(f) The limited service health organization shall acknowledge a griev-
ance within 10 days of receiving it.

(g) Limited service heaith organizations shall record, retain, and re-
port records for each complaint and grievance with all of the following
requirements: :

1. Each limited service health organization shall keep and retain for at
least a three-year period a record for each complaint and grievance sub-
mitted to the limited service health organization.

2. Each provider contract and administrative services agreement en-
tered into between a limited service health organization and a provider
shall contain a provision under which the provider must identify com-
plaints and grievances and forward these complaints and grievancesina
timely manner to-the limited service health organization for recording
and resolution,

3. Each limited service health organization shall submit a grievance
experience report required by s. 609,15 (1} (c), Stats,, to the commis-
sioner by March 1 of each year. The report shall provide information on
grievances received during the previous calendar year that were formally
reviewed by & grievance panel of the Hmited service health organization,
For purposes of this report, the limited service health organization shall
classify each grievance as follows:

a. Plan administration, A grievance related to plan marketing, policy-
holder sevice, billing, underwriting, or similar administrative functions;
or

b. Benefit dentals. A grievance related to the denial of a benefit, includ-
ing grievances related to refusals to refer enrollees or provide requested
services,

4, Each limited service health organization shall keep together in a
central location of the limited service health organization all records on
complaints and grievances resolved hefore a formal review by a griev-
ance panel is completed or in which the enrollee does not pursue a resolu-
tion. The limited service health organization shall make these records
available for review during examinations by or on request of the
commissioner.

{h} The commissioner shall by June 1 of each year prepare a report
that summarizes grievance experience reports received by the commis-
sioner from limited service health organizations. The report shall also
summarize complaints involving limited service health organizations
that were recelved by the office during the previous calendar year.

(11) OTHER NOTICE REQUIREMENTS, Prior {o enrolling members, the
limited service health organization shall provide to all prospective group
or individual policyhelders information on the plan, including informa-
tion on the services covered, a definition of emergency and outf-of-area
coverage, names and specific location of providers for each type of ser-
vice, the cost of the plan, enrollment procedures, and limitations on hen-
efits including limitations on choice of providers and the geographical
area served by the organization,
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(12) DISENROLLMENT, {a) The limited service health organization
shall clearly disclose in the policy and certificate any circumstances
undeII' which the limited service health organization may disenroll an
enrollee,

(b} The limited service health organization may disenroll 2 member
frolm the limited service health organization for the following reasons
only:

1. The policyholder has failed to pay required premiums by the end of
the grace period.

2. The enrollee has committed acts of physical or verbal abuse which
pose a threat to providers or other members of the organization.

3. The enrollee has allowed a nonmember to use the limited service
heaith organization’s membership eard or has knowingly provided fraud-
ulent information in applying for coverage with the limited service
health organization or in receiving services.

4, The enrollee has moved outside of the geographical service area of
the organization,

5. The enrolles is unable to establish or maintain a satisfactory pro-
vider-patient relationship with the provider responsible for the enrollee’s
care, Disenrollment of an enrollee for this reason shall be permitted onty
if the limited service health organization can demonstrate that it pro-
vided the enrollee with the opportunity to select an alternate primary
care provider, made a reasonable effort to assist the enrollee in establish-
ing a satisfactory provider-patient relationship and informed the en-
rollee that he or she may file a grievance on this matter,

(e) A limited service health organization that has disenrolled an en-
rollee for any reason except failure to pay required premiums shall make
arrangements to provide similar insurance coverage to the enrollee, In
the ease of group certificate holders this insurance coverage shall be con-
tinued until the person is able to find similar coverage or until the next
opportunity to cﬁange insurers, whichever comes first. In the case of an
enrollee covered on an individual basis, coverage shall be continued until
the anniversary date of the policy or for one year, whichever is earlier,

{13) TiMB PERIOD FOR REVIEW; In accordance with s, 227.1186, Stats,,
the commissioner shall review and make a determination on an applica-
tion_forda certificate of authority within 60 business days after it hasbeen
received.

{14) Subs. (9), (10), (11) and (12) shalt apply to all policies issued or
renewed on or after January 1, 1987.

Note: Section Ins 3.51 shall not apply to policles issued or renewed before January 1, 1987,

History: Cr. Register, November, 1986, No, 871, eff. 12-1-86; renum. (38) (b) and (10) (c) to
be (3) ( r?7&\11(1 (10) (£), r. (10) (d), cr. (3} (b) and (c), (10) (e} to (e), (g) and (h), am. {10} (a)
nd (b), Register, October, 1989, No. 408, eff, 1-1-90; renum. from Ins 3.51, Register, August,
1990 No. 4186, eff. 9-1-90.

Ins 3.53 HTLV-1II antibedy {esting. (1) FINDINGS, The commissioner of
insurance finds and designates that the series of HTLV-III antibody
tests found by the state epidemiologist in a report entitled “Serologic
tests for the presence of antibody to human T-lymphotropic virus type
IIT" and dated July 28, 19886, to be medically significant and sufficiently
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reliable for detecting the presence of the HTLV-1II antibody is also suffi-
ciently reliable for use in the underwriting of individual life, aceident and
health insurance. The state epidemiologist found that the combination
of repeatedly reactive ELISA tests validated by a Western blot assay is
highly predietive of a true infection with the HTLV-III virus, also
known as the HIV or Human Immunodeficiency Virus. While this series
of tests does not indicate that a person has AIDS, the use of this series for
underwriting purposes is sufficiently reliable to indicate the presence of
infection with the HTLV-III virus.

(2) Purrose, This section interprets s, 631.90 (8) (a), Stats., by
designating which test or series of tests used to detect the HTLV-III
antibody is sufficiently reliable for use in the underwriting of individual
life, accident and health insurance policies.

(3) ScoPE, This section applies to any insurer writing individual life,
accident and health insurance coverage in Wisconsin, Except as provided
in sub. (8) (¢), this section does not apply to any insurer writing group
life, accident and health insurance coverage in Wiseonsin, including
group life, accident and heaith insurance coverage which is individually
underwritten,

(4) DEPINITIONS, (a) “Alternate test site’” means a human T~lympho-'

tropic virus type ITI virus antibody counseling and testing facility desig-
hated by the state epidemiologist as an alternate test site.

{b) “ELISA" means an enzyme-linked immunosorbent assay serologic
test which has been licensed by the federal foed and drug administration.

{e¢) “Health care provider” has the meaning given under s. 146.81 (1),

{d) “Informed consent for testing or disclosure’ has the meaning given
under s. 146.025 (1) (d), Stats.

(e) “Informed consent for testing or disclosure form’ has the meaning
given under s, 146.025 (1) {e), Stats.

(f} ““Medical information bureau, inc,” means the non-profit Delaware
incorporated trade association whose members are life insurance compa-
nies and which operates an information exchange on behalf of its
members.

(g) “Positive ELISA test” means an ELISA test licensed by the fed-
erai food and drug administration, performed in accordance with the
manufacturer’s specifications and resulting in a single serum or plasma
specimen which is reactive, both on an initial testing and on at least one
of 2 additional tests of the same specimen, ‘
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