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§ 27-21A-1.

As used in this chapter,
respectivel y:

meani ngs,

(1)

TI TLE 27
I NSURANCE

CHAPTER 21A
HEALTH MAI NTENANCE ORGANI ZATI ONS

Definitions

Est abl i shment of heal t h mai ntenance organi zati ons.
| ssuance of certificate of authority

Powers of health mai nt enance organizations.
Governi ng body.

Fi duciary responsibilities of directors,
partners.

Evi dence of coverage and charges for
Reporting requirenents.

Information to enroll ees.

Conpl ai nt system

I nvest nent s.

Prot ecti on agai nst insol vency.
Prohi bi ted practi ces.

Regul ati on of agents.

Powers of insurers and health care service plans.

Exami nati on.

Suspension or revocation of certificate of authority.
Rehabi litation, |iquidation, or conservation of a health
mai nt enance organi zati on

Regul ati ons.

Admi ni strative procedures.

Fees.

Penal ti es and enforcement.

Statutory construction and rel ationship to other
Filings and reports as public docunents.
Confidentiality of medical information.

State health officer’s and conm ssioner’s authority to contract.
Acqui sition of control of or nerger of a health maintenance

or gani zati on.

Taxes.

Exi sting health maintenance organi zati ons.

Coordi nati on of benefits.

Heal t h mai nt enance organi zati on advi sory counci |

HMO enrol | nent requirenents.

of ficers, enployees, and

heal th care services.

| aws.

Definitions.
the followi ng terns shall have the follow ng

AGENT. A person who is appointed or enployed by a health mainte-

nance organi zati on and who engages in solicitation of nembership in such

or gani zati on.
behal f of an enpl oyer,

(2)

and physician care,

(3)
(4)

This definition does not include a person enrolling nmenbers on
uni on or other organization

BASI C HEALTH CARE SERVI CES. Energency care,
and out patient nedical services.
COW SSI ONER.  The commi ssi oner of insurance.

ENROLLEE. An individual who is enrolled in a health mai nt enance

i npatient hospita

or gani zati on.

(5)

i ssued

EVI DENCE OF COVERAGE. Any certificate, agreement, or contract

to an enrollee setting out the coverage to which he is entitled.

(6)

HEALTH CARE SERVI CES. Any services included in the furnishing to
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any individual of medical or dental care, or hospitalization or incident to
the furnishing of such care or hospitalization, as well as the furnishing to
any person of any and all other services for the purpose of preventing,

al l eviating, curing or healing human illness, injury or physical disability.

(7) HEALTH MAI NTENANCE ORGANI ZATI ON.  Any person that undertakes to
provide or arrange for basic health care services through an organi zed system
whi ch conbi nes the delivery and financing of health care to enrollees. The
organi zation shall provide physician services directly through physician
enpl oyees or under contractual arrangenents with either individual physicians
or a group or groups of physicians. The organization shall provide basic
health care services directly or under contractual arrangenments. Wen
reasonabl e and appropriate, the organi zati on may provi de physician services
and basic health care services through other arrangements. The organization
may provide, or arrange for, health care services on a prepaynent or other
financi al basis.

(8) I NSURER. Every insurer authorized in this state to issue
contracts of accident and sickness insurance. Hospital service nonprofit
corporations, nonprofit medical service corporations, and nonprofit health
care corporations are included within such term

(9) PERSON. Any natural or artificial person including, but not
limted to, individuals, partnerships, associations, trusts, or corporations.

(10) PROVIDER  Any physician, hospital, or other person which is
i censed or otherwi se authorized in this state to furnish health care
servi ces.

(11) SCHEDULE OF CHARGES. A statenment of the nethod used by a health
mai nt enance organi zation to establish rates;

(12) STATE HEALTH OFFI CER. The executive officer of the state
department of public health;

(13) UNCOVERED EXPENDI TURES. The costs of health care services that
are covered by a health mai ntenance organization, for which an enrollee would
also be liable in the event of the organization's insolvency. (Acts 1986, No.
86-471, § 1.)

§ 27-21A-2. Establishment of health maintenance organizations.

(a) Not wi t hst andi ng any |l aw of this state to be contrary, any person
may apply to the conmi ssioner for and obtain a certificate of authority to
establish and operate a health maintenance organi zation in conpliance with
this chapter. No person shall establish or operate a health nmai ntenance
organi zation in this state without obtaining a certificate of authority under
this chapter. A foreign corporation may qualify under this chapter, subject
toits registration to do business in this state as a foreign corporation
under the provisions of sections 10-2A-220, et seq.

(b) Heal t h mai nt enance organi zations |icensed as of May 29, 1986,
shall be issued a certificate of authority in accordance with section 27-21A-
29.

(c) Each application for a certificate of authority shall be verified
by an officer or authorized representative of the applicant, shall be in a
form prescribed by the conm ssioner, and shall set forth or be acconpani ed by
the foll ow ng:

(1) A certified copy of the organizational documents of the
applicant such as the articles of incorporation, articles of association,
partnershi p agreement, trust agreenent, or other applicable documents, and al
amendnent s thereto;

(2) A certified copy of the bylaws, rules and regul ations, or
simlar document, if any, regulating the conduct of the internal affairs of
t he applicant;

(3) A list of the nanes, addresses, official positions, and such
bi ographi cal information as may be required by the comm ssioner concerning the
persons who are to be responsible for the conduct of the affairs of the
applicant, including all nembers of the board of directors, board of trustees,
executive conmttee, or other governing board or conmttee, the principa
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officers in the case of a corporation, and the partners or nenbers in the case
of a partnership or association;

(4) A copy of any contract made or to be nade between any
persons listed in subdivision (3) and the applicant;

(5) A copy of the form of evidence of coverage to be issued to
the enroll ees;

(6) A copy of the formor group contract, if any, which is to be
i ssued to enpl oyers, unions, trustees, or other organizations;

(7) Fi nanci al statenents showi ng the applicant's assets,
liabilities, and sources of financial support. |If the applicant's financia
affairs are audited by independent certified public accountants, a copy of the
applicant's nost recent certified financial statenent shall be deened to
satisfy this requirement unless the conmissioner directs that additional or
nore recent financial information is required for the proper adm nistration of
this chapter;

(8) A description of the proposed nmethod of nmarketing, a
financial plan which includes a projection of operating results anticipated
until the organization has had net incone for at |east one year, and a
statement as to the sources of working capital as well as any other sources of
f undi ng;

(9) A power of attorney duly executed by such applicant, if not
domiciled in this state, appointing the conm ssioner and his successors in
of fice, and duly authorized deputies, as the true and | awful attorney of such
applicant in and for this state upon whomall |awful process in any |ega
action or proceedi ng agai nst the health mai nt enance organi zati on on a cause of
action arising in this state may be served;

(10) A statenent reasonably describing the geographic area or
areas to be served;

(11) A description of the conplaint procedures to be utilized as
requi red under section 27-21A-10;

(12) A description of the procedures and progranms to be
i mpl enented to neet the health care requirenments in subdivision (a)(2) of
section 27-21A-3

(13) The applicant's nost recent report of exam nation and al
annual reports and other periodic reports filed by the applicant within the
past year in the applicant's state of domicile and state within which it
mai ntains its principal place of business, if different fromstate of
domicile; as well as any simlar reports which the applicant may be required
to file under federal law, if applicable;

(14) Such other information as the comi ssioner or state health
officer may require to make the determinations required in section 27-21A-3.

(d) (1) An applicant or a health maintenance organization holding a
certificate of authority granted hereunder shall, unless otherw se provided
for in this act, file a notice describing any material nodification of the
operation set out in the information required by subsection (c). Such notice
shall be filed with the comm ssioner and the state health officer prior to
nodi fication. |If the comm ssioner does not disapprove within (30) days of
filing, such nodification shall be deenmed approved;

(2) The conmm ssioner or state health officer may pronul gate
rul es and regul ations exenpting fromthe filing requirenents of subdivision
(d) (1) those items he deenms unnecessary.

(e) An applicant, or a health maintenance organi zation hol ding a
certificate of authority granted hereunder shall file with the conm ssioner
all contracts of reinsurance. Any agreement between the organization and an
i nsurer shall be subject to the laws of this state regarding reinsurance. Al
rei nsurance agreenents and any nodifications thereto nmust be approved by the
conmi ssioner. |If the comm ssioner does not disapprove such agreenents or
nodi fications with 30 days of filing, such agreements or nodifications shal
be deenmed approved. Reinsurance agreenments shall remain in full force and
effect for at least 90 days following witten notice by registered mail or
cancel l ation by either party to the conm ssioner. (Acts 1986, No. 86-471, §
2.)
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§ 27-21A-3. Issuance of certificate of authority.

(a) (1) Upon receipt of an application for issuance of a certificate of
aut hority, the conm ssioner shall forthwith transmt copies of such
application and acconpanyi ng docunents to the state health officer

(2) The state health officer shall determn ne whether the
applicant for a certificate of authority, with respect to health care services
to be furnished:

a. Has denonstrated the willingness and potential ability to
assure that such health care services will be provided in a manner to assure
both availability and accessibility of adequate personnel and facilities and
in a manner enhancing availability, accessibility and continuity of service;

b. Has arrangenents, established in accordance with the
regul ati ons pronul gated by the state health officer for an on-going quality
assurance program concerning health care processes and outcones; and

C. Has a procedure, established in accordance with
regul ations of the state health officer, to devel op, conpile, evaluate, and
report statistics relating to the cost of its operations, the pattern of
utilization of its services, the availability and accessibility of its
services, and such other matters as may be reasonably required by the state
heal th of ficer.

d. Has denonstrated that the heal th maintenance
organi zation will effectively provide, or arrange for, the provision of health
care services.

Such arrangenents shall be established in accordance with rul es pronul gated by
the state health officer for an on-going quality assurance/utilization review
program concerni ng health care processes and out comes.

e. Has denmponstrated that a copy of the formor group
contract which is to be issued to enployers, unions, trustees, or other
organi zations or individuals is in conpliance with rules promul gated by the
state health officer; and

f. Has denpnstrated that nothing in the proposed nethod
of operation, as shown by the information submitted pursuant to section 27-
21A-2, or by independent investigation is contrary to the public interest.

(3) Wthin 90 days of receipt of the application for issuance of
a certificate of authority, the state health officer shall certify to the
conmi ssi oner that the proposed heal th nmai ntenance organi zati on neets the
requi rements of subdivision (a)(2) or notify the comm ssioner that the health
mai nt enance organi zati on does not neet such requirenments and specify in what
respects it is deficient.

(b) After receipt of the certification fromthe state
health officer, the comm ssioner shall issue or deny a certificate of
authority to any person filing an application pursuant to section 27-21A-2.
| ssuance of a certificate of authority shall be granted upon paynment of the
application fee prescribed in section 27-21A-21 if the conmi ssioner is
satisfied that the followi ng conditions are net:

(1) The ownership, control or managenent of the
entity is conpetent and trustworthy and possesses manageri al experience that
woul d make t he proposed health mai ntenance organi zati on beneficial to the
subscribers. The comm ssioner shall not grant or continue to |icense the
busi ness of a health maintenance organization in this state at any tinme the
conmi ssi oner has good reason to believe that the ownership, control, or
managenment of the organization is under the control of any person whose
busi ness operations are, or have been marked by busi ness practices or conduct
that is to the detriment of the public, stockholders, investors, or creditors;
by the inproper mani pul ation of assets or of accounts; or by bad faith;

(2) The state health officer certifies, in
accordance with subdivision (a)(3), that the health maintenance organization's
proposed plan of operation neets the requirenents of subdivision (a)(2);

(3) Except to the extent of contractually required
provi sions for copaynments, the health mai nt enance organi zation wl|
effectively provide or arrange for the provision of basic health care services
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t hrough insurance, witten contractual agreenments, or other existing
arrangenents; and

(4) The contracts for basic health care services
contain a provision that providers shall hold the enrollee harmess for the
paynment of the cost of health care services in any event including, but not
limted to, nonpaynent of the health maintenance organization, or the health
mai nt enance organi zation's insolvency. This provision shall not prohibit
col l ection of supplenental charges or copaynents on the health mai nt enance
organi zation's behal f made in accordance with terns of any applicable
agreement between the health mai ntenance organi zati on and the enroll ee.

(5) The heal th mai nt enance organi zation is
financially responsible and may reasonably be expected to nmeet its obligations
to enroll ees and prospective enrollees. |In making this determ nation, the
comm ssi oner shall consider

a. The financial soundness of the applicant
and its arrangenents for health care services and the schedul e of charges used
in connection therewith;

b. The adequacy of working capital

C. Any agreement with an insurer or other
organi zation for insuring the paynent of the cost of health care services or
the provision for automatic applicability of an alternative coverage in the
event of discontinuance of the health nmaintenance organi zation

d. Any agreement formor contract formwth
providers for the provision of health care services; and
e. Any deposit of cash or securities

submitted in accordance with section 27-21A-12.

(6) Not hing in the proposed met hod of operation, as shown by the
i nformati on subm tted pursuant to section 27-21A-2 or by independent
i nvestigation, is contrary to the public interest;

(7) Any deficiencies identified by the state health officer have
been corrected; and

(8) The formor group contract, if any, which is to be issued to
enpl oyers, unions, trustees, or other organizations is in conmpliance with the
rul es and regul ations of the state insurance department as such rul es and
regul ations specifically apply to health mai ntenance organi zations. Any
provisions of this chapter to the contrary notwi thstandi ng, no provision of
this chapter shall exenpt any HMO from conpliance with the rules and
regul ations required for licensing or in any way exenpt any HMO partici pant or
enrollee fromquality care standards and regul ations as a condition for
licensure. Any HMO under contract as of April 1, 1986, with the Al abam
nmedi cai d agency that has a grant with a national foundation and is |icensed by
t he Al abana departnment of public health shall not be responsible for any of
the fees, taxes, and other financial regulations so long as the grant is in
exi stence. Any HMO which contracts with the nmedi caid agency shall be exenpt
fromthe financial responsibilities and taxes listed in this chapter for that
percent age of enrollees that are nmedicaid recipients. These HVOs shall also
be exenpt from any provision necessary for the nedicaid agency to conply with
federal regulations. (Acts 1986, No. 86-471, § 3.)

§27-21A-4. Powers of heal th mai ntenance organi zati ons.

(a) The powers of a health maintenance organization include, but are
not limted to the foll ow ng:

(1) The purchase, |ease, construction, renovation, operation, or
mai nt enance of hospitals, nedical facilities, or both, and their ancillary
equi prent ;

(2) The maki ng of |oans other than in the ordinary course of
busi ness, to providers under contract with it in furtherance of its program or
the maki ng of loans to a corporation or corporations in which it ows a
majority interest for the purpose of acquiring or constructing nmedica
facilities and hospitals or in furtherance of a program providing health care
services to enrollees.
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(3) The furnishing of health care services through providers
whi ch are under contract with or enployed by the health maintenance
or gani zati on.

(4) The contracting with any person for the performance on its
behal f of certain functions such as marketing, enroll ment and administration

(5) The purchase, |ease, construction, or renovation of property
as may reasonably be required for its principal office or for such purposes as
may be necessary in the transaction of the business of the organization;

(6) The contracting with an insurance conmpany licensed in this
state to do business in this state, or a health care service plan authorized
to transact business in this state, for the provision of insurance, indemity,
or reimbursenent against the cost of health care services provided by the
heal t h mai nt enance organi zati on.

(7) The offering of other health care services, in addition to
basi ¢ health care services or other required health care services.

(b) (1) A health maintenance organization shall file
notice, assuring conmpliance with any applicable state or federal laws, wth
adequat e supporting information, with the comm ssioner prior to the exercise
of any power granted in subsections (a)(1), (a)(2), or (a)(4). The
conmi ssi oner shall disapprove such exercise of power only if in his opinion it
woul d substantially and adversely affect the financial soundness of the health
mai nt enance organi zati on and endanger its ability to nmeet its obligations. |If
t he comm ssi oner does not disapprove within 30 days of the filing, it shall be
deenmed approved.

(2) The conm ssioner may pronul gate rul es and
regul ati ons exenpting fromthe filing requirement of subdivision (b)(1) those
activities having a de mnims effect. (Acts 1986, No. 86-471, § 4.)

§ 27-21A-5. Governing body.

The governi ng body of any health maintenance organizati on may incl ude
providers, or other individuals, or both. (Acts 1986, No. 86-471, § 5.)

§ 27-21A-6. Fiduciary responsibilities of directors, officers, enployees and
partners.

(a) Any director, officer, enployee or partner of a health nmaintenance
organi zati on who receives, collects, disburses, or invests funds in connection
with the activities of such organization shall be responsible for such funds
in a fiduciary relationship to the organization.

(b) A heal th mai ntenance organi zation shall maintain in force a
fidelity bond on enpl oyees and officers in an amount not |ess than $25, 000 or
such other sum as may be prescribed by the comr ssioner. Al such bonds shal
be witten with at | east a one-year discovery period and if witten with |ess
than a three-year discovery period shall contain a provision that no
cancel lation or termnation of the bond, whether by or at the request of the
i nsured or by the underwiter, shall take effect prior to the expiration of 90
days after witten notice of such cancellation or term nation has been filed
with the conm ssioner unless an earlier date of such cancellation or
term nation is approved by the comm ssi oner

(c) Any officer, or director, or any nmenber of any comittee or any
enpl oyee of a health maintenance organizati on who is charged with the duty of
i nvesting or handling the organization's funds shall not deposit or invest
such funds except in the organization's corporate name; except, that such
heal th mai nt enance organi zation may for its conveni ence hold any equity
investment in a street name or in the nane of a nominee; shall not borrow the
funds of such organization; shall not be pecuniarily interested in any | oan,
pl edge or deposit, security, investnment, sale, purchase, exchange, reinsurance
or other similar transaction or property of such insurer except as a
st ockhol der or menber and shall not take or receive to his own use any fee,
br okerage, conmission, gift or other consideration for, or on account of, any
such transaction made by, or on behalf of, such insurer.
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(d) No heal th mai nt enance organi zation shall guarantee any financia
obligation of any of its officers or directors.

(e) This section shall not prohibit such a director, or officer, or
menber of a committee or enployee from beconing a nenber of the health
mai nt enance organi zati on and enjoying the usual rights so provided for its
menbers, nor shall it prohibit any such officer, director, or nenber of a
conmittee or enployee fromparticipating as a beneficiary in any pension
trust, deferred conpensation plan, profit-sharing plan or stock option plan
aut hori zed by the heal th mai ntenance organi zati on and to which he may be
eligible, nor shall it prohibit any director or menber of a conmittee from
receiving a reasonable fee for |egal services actually rendered to such health
mai nt enance organi zati on

(f) The conm ssioner may, by regulations fromtime to tinme, define and
permt additional exceptions to the prohibition contained in subsection (c) of
this section solely to enable paynment of reasonable conpensation to the
director who is not otherwi se an officer or enployee of the health nmaintenance
organi zation, or to a corporation or firmin which a director is interested,
for necessary services performed or sales or purchases nmade to, or for, the
heal t h mai nt enance organi zation's business and in the usual private,
prof essi onal or business capacity of such director or such corporation or
firm (Acts 1986, No. 86-471, § 6.)

§ 27-21A-7. Evidence of coverage and charges for health care services.

(a) (1) Every enrollee residing in this state is entitled to an evidence

of coverage. |If the enrollee obtains such coverage through an insurance
policy or a contract issued by a health care service plan, the insurer or the
health care service plan shall issue the evidence of coverage. Oherw se, the
heal t h mai nt enance organi zati on, shall issue the evidence of coverage.

(2) No evi dence of coverage, or amendment thereto, shall be
i ssued or delivered to any person in this state until a copy of the basic form
of the evidence of coverage, or anendment thereto, has been filed with the
conmi ssi oner and the state health officer, and approved by the conm ssi oner

(3) An evi dence of coverage shall contain:

a. No provisions or statenments which encourage

nm srepresentation, or which are untrue, msleading or deceptive as defined in
subsection (a) of section 27-21A-13; and

b. A clear and concise statenment, if a contract, or a
reasonably conplete summary, if a certificate, of:
1. The health care service and the insurance or
ot her benefits, if any, to which the enrollee is entitled,
2. Any limtations on the services, kinds of

services, benefits, or kinds of benefits, to be provided, including any
deducti bl e or copaynent feature;

Where and in what manner information is
avail abl e as to how services may be obtai ned,;

4. The total anpunt of paynments for health care
services and the indemity or service benefits, if any, which the enrollee is
obligated to pay with respect to individual contracts; and

5. A cl ear and understandabl e description of the
heal t h mai nt enance organi zation's nethod for resolving enrollee conplaints.
Any subsequent change may be evidenced in a separate document issued to the
enrol | ee.

(b) (1) No schedul e of charges for enrollee coverage for health care
services, or anendnent thereto, may be used until a copy of such schedule, or
amendnment thereto, has been filed with and approved by the commi ssioner

(2) Such schedul e of charges shall be established in accordance
with actuarial principles for various categories of enrollees, provided that
t he charges applicable to any enrollee shall not be individually deternned
based on his health status. Charges shall not be excessive, inadequate, or
unfairly discrimnatory. A certification, by a qualified actuary or other
qual i fied person acceptable to the conm ssioner as to the appropriateness of
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the use of the charges, based on reasonabl e assunptions, shall acconpany the
filing along with adequate supporting information.

(c) The conmi ssioner shall within 30 days approve any formif the
requi rements of subsection (a) are nmet and the conmm ssioner shall within 30
days approve any schedul e of charges if the requirenents of subsection (b) are
met. It shall be unlawful to issue such formor to use such schedul e of
charges until approved. |If the conm ssioner disapproves such filing, he shal
notify the filer. |In the notice, the comm ssioner shall specify the reasons
for his disapproval. A hearing will be granted within 30 days after a request
inwiting by the person filing. |If the comm ssioner does not approve any
formor if the conmi ssioner does not approve any schedul e of charges within 30
days of the filing of such forns or schedul e of charges, they shall be deened
approved.

(d) The conm ssioner may require the subm ssion of whatever rel evant
i nformati on he deens necessary in determ ning whether to approve or di sapprove
a filing made pursuant to this section. (Acts 1986, No. 86-471, § 7.)

§ 27-21A-8. Reporting requirenents.

Every heal th mai ntenance organization shall annually, on or before the
first day of March, file a report verified by at |east two principal officers
with the conmissioner, with a copy to the state health officer, covering the
precedi ng cal endar year. Such report shall be on forns prescribed by the
comm ssi oner, and shall include:

(1) A financial statement of the organization

(2) Any material changes in the information submtted pursuant

to subsection (c) of section 27-21A-2

(3) The nunber of persons enrolled at the begi nning and end of

t he year;

(4) A summary of information conpil ed pursuant to paragraph

(a)(2)c of section 27-21A-3

(5) The anmount of uncovered and covered expenditures that are

payabl e and nore than 90 days past due; and

(6) Such additional information or reports as are deened
reasonably necessary and appropriate by the comr ssioner to enable himto
carry out his duties under this chapter. (Acts 1986, No. 86-471, § 8.)

§ 27-21A-9. Information to enroll ees.

Every heal th nmai ntenance organi zation shall provide pronptly to its
enrol |l ees notice of any material change in the operation of the organization
that will affect themdirectly. (Acts 1986, No. 86-471, § 9.)

§ 27-21A-10. Conpl aint system

(a) (1) Every health mai ntenance organi zati on shall establish and nmain-
tain a conplaint system which has been approved by the conm ssioner, after
consultation with the state health officer, to provide reasonabl e procedures
for the resolution of witten conplaints initiated by enroll ees.

(2) Each heal th mai nt enance organi zation shall submit to the
conmi ssioner and the state health officer an annual report in a form
prescribed by the comr ssioner, after consultation with the state health
of ficer, which shall include:

a. A description of the procedures of such conpl aint
system

b. The total nunmber of conplaints handl ed through such
conpl ai nt system and a conpilati on of causes underlying the conplaints fil ed;
and

C. The nunber, anmount, and disposition of malpractice
clains and other clainms relating to the service or care rendered by the health
mai nt enance organi zati on made by enroll ees of the organization that were
settled during the year by the health maintenance organization. All such
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i nformati on shall be held in confidence by the comi ssioner
(b) The conmi ssioner or the state health officer nmay exam ne such
conpl aint system (Acts 1986, No. 86-471, § 10.)

§ 27-21A-11. Investnents.

Wth the exception of investnments nade in accordance wth subdivisions
(a)(1), (a)(2), (a)(5) and subsection (b) of section 27-21A-4, the funds of a
heal t h mai nt enance organi zati on shall be invested only in securities or other
i nvestments permtted by the laws of this state for the investnent of assets
constituting the |legal reserves of life insurance conpani es or such ot her
securities or investments as the conmi ssioner may permt. (Acts 1986, No. 86-
471, § 11.)

§ 27-21A-12. Protection against insolvency.

(a) Unl ess ot herwi se provi ded bel ow, each heal th mai ntenance organi za-
tion shall deposit with the conmissioner, or with any organi zati on or trustee
acceptable to himthrough which a custodial or controlled account is utilized,
cash, securities, or any conbination of these or other nmeasures acceptable to
himin the anount set forth in this section

(b) The amount for an organization that is begi nning operation shal

be the greater of: (1) five percent of its estinmated expenditures for health
care services for its first year of operation, (2) twice its estimted average
nont hl y uncovered expenditures for its first year of operation, or (3)
$100, 000. At the begi nning of each succeedi ng year, unless not applicable,
t he organi zation shall deposit with the commi ssioner, or organization, or
trustee, cash, securities, or any conbination of these or other neasures
acceptable to the conmi ssioner, in an amount equal to four percent of its
estimated annual uncovered expenditures for that year

(c) Unl ess not applicable, an organization that is in operation on My
29, 1986, shall make a deposit equal to the larger of: (1) one percent of the
precedi ng 12 nont hs uncovered expenditures, or (2) $100,000 on the first day
of the fiscal year beginning six nonths or nore after May 29, 1986.

In the second fiscal year, if applicable, the anpbunt of the additiona
deposit shall be equal to two percent of its estinmated annual uncovered
expenditures. In the third fiscal year, if applicable, the additional deposit
shall be equal to three percent of its estinmated annual uncovered expenditures
for that year, and in the fourth fiscal year and subsequent years, if
applicable, the additional deposit shall be equal to four percent of its
estimated annual uncovered expenditures for each year. Each year's estinmate,
after the first year of operation shall reasonably reflect the prior year's
operating experience and delivery arrangenents.

(d) The conm ssioner may wai ve any of the deposit requirenents set
forth in subsections (a) and (b) above whenever satisfied that the
organi zation has sufficient net worth and an adequate history of generating
net inconme to assure its financial viability for the next year, or its
performance and obligations are guaranteed by an organization with sufficient
net worth and an adequate history of generating net income, or the assets of
the organi zation or its contracts with insurers, health care service plans,
governments, or other organizations are reasonably sufficient to assure the
performance of its obligations; provided, however, that a m ni mum deposit of
$100, 000 shall be required in all cases.

(e) When an organi zati on has achieved a net worth conmposed of invest-
ments aut horized under section 27-21A-11, but not including | and, buildings,

and equi pnent, of at least $1 mllion or has achieved a net worth including
direct investments in organization-related |and, buildings, and equi pment of
at least $5 million, the annual deposit requirenent shall not apply.

The annual deposit requirenment shall not apply to an organization if the
total amount of the accunul ated deposit is equal to 25 percent of its
estimated annual uncovered expenditures for the next cal endar year, or the
capital and surplus requirements for the formation for adnittance of an
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accident and health insurer in this state, whichever is |ess.
If the organization has a guaranteei ng organi zati on which has been in
operation for at |least five years and has a net worth not including |and,

bui | di ngs and equi prent of at least SI million or which has been in operation
for at |east 10 years and has a net worth including direct investnments in
organi zation-related | and, buildings, and equi pment of at least $5 nillion

t he annual deposit requirenment shall not apply; provided, however, that if the
guar ant eei ng organi zation i s sponsoring nore than one organization, the net
worth requirenent shall be increased by a nultiple equal to the nunber of such
organi zations. This requirenent to maintain a deposit in excess of the
deposit required of an accident and health insurer shall not apply during any
time that the guaranteeing organization nmaintains for each organi zation it
sponsors a net worth of at |east equal to the capital and surplus requirenments
for an accident and health insurer.

(f) Al'l incone from deposits shall belong to the depositing
organi zation and shall be paid to it as it becomes available. A health
mai nt enance organi zati on that has made a securities deposit may withdraw that
deposit or any part thereof after making a substitute deposit of cash,
securities, or any conbination of these or other nmeasures of equal anmount and
value. Any securities shall be approved by the commi ssioner before being
substi t ut ed.

(9) In any year in which an annual deposit is not required of an
organi zation, at the organization's request the comm ssioner shall reduce the
required, previously accumul ated deposit by $100,000 for each $250, 000 of net
worth in excess of the anpbunt that allows the organization not to nake the
annual deposit. If the anpunt of net worth no | onger supports a reduction of
its required deposit, the organization shall imediately redeposit $100, 000
for each $250,000 of reduction in net worth, provided that its total deposit
shal | not exceed the maxi mum required under this section

(h) Each heal th mai nt enance organi zati on shall have and maintain a
capital account of at |east $100,000 in addition to any deposit requirenents
under this section. The capital account shall be net of any accrued
liabilities and be in the formof cash, securities or any conbi nati on of these
or other neasures acceptable to the conmi ssioner

(1) There is created a nonprofit unincorporated legal entity to be
known as the Al abana heal th nmai nt enance organi zati on guaranty associ ation
Al'l health maintenance organi zations authorized to transact business in this
state shall participate in this guaranty associati on which shall protect al
enrol | ees of such organizations in this state against failure in the
performance of obligations due to the inpairnent or insolvency of a health
mai nt enance organi zati on. The association shall be separate from but shal
be nodel ed on the Alabanma |ife and disability guaranty association, sections
27-44-1, et seq. and the commi ssioner shall take such actions and promul gate,
in accordance with the provisions of section 27-2-17, such regul ati ons as he
may deem necessary to effectuate the provisions of this subsection. (Acts
1986, No. 86-471, § 12.)

§ 27-21A-13. Prohibited practices.

(a) No heal th mai nt enance organi zation, or representative thereof, may

cause or knowi ngly permt the use of advertising which is untrue or
m sl eadi ng, solicitation which is untrue or m sleading, or any form or
evi dence of coverage which is deceptive. For purposes of this chapter

(1) A statenment or itemof information shall be deenmed to be
untrue if it does not conformto fact in any respect which is or may be
significant to an enrollee of, or person considering enrollment with a health
mai nt enance organi zati on

(2) A statenment or itemof information shall be deemed to be
m sl eadi ng, whether or not it may be literally untrue, if, in the total
context in which such statenent is nade or such itemof information is
conmuni cat ed, such statenment or itemof information may be reasonably
under st ood by a reasonabl e person, not possessing special know edge regarding
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heal th care coverage, as indicating any benefit or advantage or the absence of
any exclusion, limtation, or disadvantage or possible significance to an
enrol |l ee of, or person considering enrollnent in a health maintenance
organi zation, if such benefit or advantage or absence of limtation, exclusion
or di sadvantage does not in fact exist;

(3) An evi dence of coverage shall be deermed to be deceptive if
t he evidence of coverage taken as a whole, and with consideration given to
typography and format, as well as |anguage, shall be such as to cause a
reasonabl e person, not possessing special know edge regardi ng health
mai nt enance organi zati ons and evi dences of coverage therefor, to expect
benefits, services, charges, or other advantages which the evidence of
coverage does not provide or which the health mai ntenance organi zation i ssuing
such evi dence of coverage does not regularly nake avail able for enrollees
covered under such evidence of coverage.

(b) Sections 8-19-1, et seq. and 27-12-1, et seq. shall be construed to
apply to health mai ntenance organi zati ons and evi dences of coverage except to
the extent that such sections are clearly inappropriate in light of the nature
of health maintenance organi zations as set forth in this chapter.

(c) A heal th mai ntenance organi zati on may not cancel or refuse to
renew an individual enrollee, except for reasons stated in the organization's
rules applicable to all enrollees, or for the failure to pay the charge for
such coverage, or for such other reasons as may be promul gated by the comm s-
sioner; provided, however, that a health maintenance organization may not in
any event cancel or refuse to renew an enrollee solely on the basis of the
health of the enrollee.

(d) No heal th mai nt enance organi zation unless |icensed as an insurer
may refer to itself as a licensed insurer or use a name deceptively simlar to
the nane or description of any insurance or surety corporation doi ng business
in this state.

(e) Any person not in possession of a valid certificate of authority
i ssued pursuant to this chapter may not use the phrase "health maintenance
organi zation" or "HMJ'" in the course of operation. (Acts 1986, No. 86-471, §
13.)

§ 27-21A-14. Regul ation of agents.

(a) Unl ess exenpted pursuant to subsection (c) of this section, health
mai nt enance organi zations in this state shall only solicit enrollees or
ot herwi se market their services through producers duly licensed in accordance
with Chapters 7 and 8A of this title.

(b) The conmi ssioner shall, after notice and hearing, pronulgate such
reasonabl e rules and regul ati ons as are necessary to provide for the licensing
of producers.

(c) The conmi ssioner may, by rule, exenpt certain classes of persons
fromthe requirement of obtaining a license for either of the follow ng
reasons:

(1) If the functions they performdo not require specia
conpetence, trustworthiness or the regulatory surveillance nade possible by
i censing.

(2) I f other existing safeguards nake regul ati on unnecessary.

(d) Nothing in this section shall be deened to prohibit a health
mai nt enance organi zati on from advertising. (Acts 1986, No. 86-471, p.854, §
14; Act 2001-702, p. 1509, § 15.)

§ 27-21A-15. Powers of insurers and health care service plans.

(a) An insurance conpany licensed in this state, or a health care
service plan authorized to do business in this state, may either directly or
t hrough a subsidiary or affiliate organize and operate a heal th nai ntenance
organi zati on under the provisions of this chapter. Notw thstanding any other
| aw whi ch may be inconsistent herewith, any two or nore such insurance
conpani es, health care service plans, or subsidiaries or affiliates thereof,
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may jointly organize and operate a health nmaintenance organization. The
busi ness of insurance is deened to include the providing of health care by a
heal t h mai nt enance organi zati on owned or operated by an insurer or a
subsi di ary thereof.

(b) Not wi t hst andi ng any provi sion of insurance and health care service
plan laws, Title 10, chapter 4, article 6 and Title 27, an insurer or a health
care service plan may contract with a health mai ntenance organi zation to
provi de insurance or simlar protection against the cost of care provided
t hrough heal t h mai nt enance organi zati ons and to provide coverage in the event
of the failure of the health maintenance organization to neet its obligations.
For such purposes, the enrollees of a health maintenance organization
constitute a permissible group under such |aws. Anpong ot her things, under
such contracts, the insurer or health care service plan may make benefit
payments to heal th mai ntenance organi zations for health care services rendered
by providers. (Acts 1986, No. 86-471, § 15.)

§ 27-21A-16. Examni nati on.

(a) The conmi ssioner may make an exam nation of the affairs of any
heal t h mai nt enance organi zati on and providers with whom such organi zati on has
contracts or agreements as often as is reasonably necessary for the protection
of the interests of the people of this state, but not less frequently than
once every three years.

(b) The state health officer may make an exam nation concerning health
care service of any health mai nt enance organi zati on and provi ders with whom
such organi zation has contracts, agreenents, or other arrangenents as often as
is reasonably necessary for the protection of the interests of the people of
this state, but not less frequently than once every three years.

(c) Every heal th nmai ntenance organi zation shall submt its rel evant
books and records for such examinations and in every way facilitate these
exam nations. For the purpose of examinations, the conmi ssioner and the state
health officer may admi nister oaths to, and exanmi ne the officers and agents of
t he heal th mai nt enance organi zati on and the principals of such providers
concerning their business.

(d) The expenses of exam nations under this section shall be assessed
agai nst the organi zati on bei ng exam ned and such assessnment shall be renitted
to the conmissioner to be deposited to the credit of the special exam nation
revol ving fund in section 27-2-25, or the state health officer to be deposited
to the credit of a fund to be known as the heal th nmai ntenance organi zation
revol ving fund. The expenses incurred by the comm ssioner and his exani ners
in the maki ng of exam nations pursuant to the provisions of this chapter
together with the compensation of such exam ners, shall be paid fromthe
speci al exam nation revolving fund. The expenses incurred by the state health
of ficer and his examiners in the nmaking of exam nations pursuant to the
provisions of this chapter, together with the conpensation of such exam ners,
shall be paid fromthe health maintenance organization revol ving fund.

(e) In lieu of such exani nation, the conm ssioner or state health
of ficer may accept the report of an exam nation made by the conmi ssioner
state health officer or other appropriate agency of the state of domicile of
t he heal th mai ntenance organi zation. The health maintenance organi zati on
shall file a copy of any such report with the conmi ssioner and the state
heal th of ficer.

(f) Al'l records necessary for the conplete exanination of a health
mai nt enance organi zation donmiciled in this state shall be maintained in a
| ocation approved by the conmm ssioner. (Acts 1986, No. 86-471, § 16.)

§ 27-21A-17. Suspension or revocation of certificate of authority.
(a) The conmi ssioner in consultation with and with the approval of the
state health officer, where necessary, may suspend or revoke any certificate

of authority issued to a health mai ntenance organi zation under this chapter if
he finds that any of the follow ng conditions exist:
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(1) The heal th mai nt enance organi zation is operating
significantly in contravention of its basic organizational document or in a
manner contrary to that described in any other information submtted under
section 27-21A-2, unless anendnents to such submi ssions have been filed with
t he conmm ssioner and the state health officer and approved by the comm s-
si oner;

(2) The heal th mai nt enance organi zation i ssues evi dence of
coverage or uses a schedule of charges for health care services which do not
conply with requirements of section 27-21A-7;

(3) The heal th mai nt enance organi zati on does not provide or
arrange for basic health care services;

(4) The state health officer certifies to the conm ssioner that:

a. The heal th mai nt enance organi zati on does not neet the
requi rements of subdivision (a)(2) of section 27-21A-3; or

b. The heal th mai nt enance organi zation is unable to
fulfill its obligations to furnish health care services;

(5) The heal th mai nt enance organi zation is no longer financially
responsi bl e and may reasonably be expected to be unable to neet its
obligations to enrollees or prospective enrollees:

(6) The heal th mai nt enance organi zation has failed to inpl enment
t he conpl aint systemrequired by section 27-21A-10 in a reasonabl e manner to
facilitate the resolution of valid conplaints;

(7) The heal th mai nt enance organi zation, or any person on its
behal f, has advertised or nmerchandised its services in an untrue,
nm srepresentative, nisleading, deceptive, or unfair manner;

(8) The continued operation of the health maintenance
organi zati on woul d be hazardous to its enroll ees;

(9) The heal th mai nt enance organi zati on has otherw se fail ed
substantially to conply with this chapter

(b) A certificate of authority shall be suspended or revoked only
after conpliance with the requirenents of section 27-21A-20.

(c) When the certificate of authority of a health mai ntenance
organi zation i s suspended, the health maintenance organi zati on shall not,
during the period of such suspension, enroll any additional enrollees except
newborn children or other newy acquired dependents of existing enrollees, and
shal | not engage in any advertising or solicitation whatsoever

(d) VWhen the certificate of authority of a health mai ntenance
organi zation i s revoked, such organization shall proceed, inmrediately
followi ng the effective date of the order of revocation, to wind up its
affairs, and shall conduct no further business except as may be essential to
the orderly conclusion of the affairs of such organization. 1t shall engage
in no further advertising, solicitation or enrollnent whatsoever. The
conmi ssioner may, by witten order, permt such further operation of the
organi zation as he may find to be in the best interest of enrollees, to the
end that enrollees will be afforded the greatest practical opportunity to
obtain continuing health care coverage. (Acts 1986, No. 86-471, § 17.)

§ 27-21A-18. Rehabilitation, liquidation, or conservation of a health
mai nt enance organi zati on

(a) Any rehabilitation, liquidation or conservation of a health
mai nt enance organi zati on shall be deemed to be the rehabilitation
I'iquidation, or conservation of an insurance conpany and shall be conducted
under the supervision of the conm ssioner pursuant to the |aw governing the
rehabilitation, |iquidation, or conservation of insurance conpanies. The
conmi ssioner may apply for an order directing himto rehabilitate, |iquidate,
or conserve a health maintenance organi zati on upon any one or nore grounds set
out in section 27-32-6, or when in his opinion the continued operation of the
heal t h mai nt enance organi zati on woul d be hazardous either to the enrollees or
to the people of this state. Enrollees shall have the same priority in the
event of liquidation or rehabilitation as the | aw provides to policyhol ders of
an insurer.
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(b) Aclaimby a health care provider for an uncovered expenditure has
the sane priority as a claimof an enrollee, provided such provider of
services agrees not to assert such claimagainst any enrollee of the health
mai nt enance organi zati on

(c) The state health officer shall provide to the conm ssioner or
recei ver of any financially troubled health naintenance organi zation advice
and support to facilitate the expeditious rehabilitation, |iquidation,

conservation or dissolution of the health mai ntenance organization. (Acts
1986, No. 86-471, § 18.)

§ 27-21A-19. Regul ations.

The conmi ssioner may, after notice and hearing, promul gate reasonable
rul es and regul ations, in accordance with section 27-2-17, as are necessary or
proper to carry out the provisions of this chapter. The state health officer
may promul gate such rules and regul ations in accordance with the provisions of
sections 41-22-1, et seq. (Acts 1986, No. 86-471, § 19.)

§ 27-21A-20. Administrative procedures.

(a) VWhen the conmi ssioner has cause to believe that grounds for the
deni al of an application for a certificate of authority exist, or that grounds
for the suspension or revocation of a certificate of authority exist, he shal
notify the health nmaintenance organi zation and the state health officer in
witing specifically stating the grounds for denial, suspension, or
revocation. |If so requested in witing by the health maintenance
organi zation, the conmi ssioner shall set a hearing on the matter within 30
days of the receipt of such request.

(b) The state health officer or his designated representative, shal
be in attendance at the hearing and shall participate in the proceedings. The
recomendati on and findings of the state health officer with respect to
matters relating to the quality of health care services provided in connection
wi th any decision regarding denial, suspension, or revocation of a certificate
of authority, shall be conclusive and bindi ng upon the conmi ssioner. Wthin
30 days after such hearing, or upon the failure of the health naintenance
organi zation to appear at such hearing, the conm ssioner shall take action as
is deemed advisable on witten findings which shall be mailed to the health
mai nt enance organi zation with a copy thereof to the state health officer. The
heal t h mai nt enance organi zati on can appeal the action of the conmi ssioner and
t he recommendati on and findings of the state health officer to the circuit
court of Montgonery county by filing an appeal to such court within 30 days of
the recei pt of such findings. The court may, in disposing of the issue before
it, nmodify, affirm or reverse the order of the commi ssioner in whole or in
part.

(c) Those provisions of this title, relating to the suspension, denial or
revocation of a certificate of authority, shall apply to proceedi ngs under
this section. (Acts 1986, No. 86-471, § 20.)

§ 27-21A-21. Fees.

(a) Every heal th mai ntenance organi zati on subject to this chapter
shall pay to the conm ssioner the follow ng fees:
(1) For filing an application for certificate of authority or
anendnent thereto, $50.00;
(2) For filing an anendnment to the organization docunments that
requi res approval, $10.00;
(3) For filing each annual report, $20.00;
(4) For renewal of annual certificates of authority, $200.00.
(b) Fees charged under this section shall be deposited to the credit
of the general fund. (Acts 1986, No. 86-471, § 21.)
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§ 27-21A-22. Penalties and enforcenent.

(a) The conmi ssioner may, in lieu of suspension or revocation of a
certificate of authority under section 27-21A-17, levy an admnistrative
penalty in an amount not |ess than $500.00 nor nore than $5,000.00, if
reasonable notice in witing is given of the intent to levy the penalty and
t he heal th mai ntenance organi zati on has a reasonable time within which to
renmedy the defect in its operations which gave rise to the penalty citation
The conm ssioner may augnent this penalty by an ampunt equal to the sumthat
he cal cul ates to be the danages suffered by enrollees or other nenbers of the
public. Al noneys collected under this section shall be deposited to the
credit of the general fund.

(b) (1) If the conmissioner or the state health officer shall for any
reason have cause to believe that any violation of this chapter has occurred
or is threatened, the comm ssioner or state health officer nmay give notice to
t he heal th mai ntenance organi zation and to the representatives, or other
persons who appear to be involved in such suspected violation, to arrange a
conference with the alleged violators or their authorized representatives for
t he purpose of attenpting to ascertain the facts relating to such suspected
violation, and, in the event it appears that any violation has occurred or is
threatened, to arrive at an adequate and effective neans of correcting or
preventing such violation.

(2) Proceedi ngs under this subsection shall not be governed by
any formal procedural requirenments, and may be conducted in such manner as the
conmi ssioner or the state health officer nay deem appropriate under the
ci rcunst ances. However, unless consented to by the health nmai ntenance
organi zation, no rule or order may result froma conference until the
requi rements of this section or section 27-21A-20 of this chapter are
sati sfied.

(c) (1) The conmi ssioner, after notice to the state health officer
may issue an order directing a health mai ntenance organi zation or a
representative of a health maintenance organization to cease and desist from
engaging in any act or practice in violation of the provisions of this
chapter.

(2) Wthin 30 days after service of the cease and desi st order
t he respondent may request a hearing on the question of whether acts or
practices in violation of this chapter have occurred. Such hearings shall be
conducted and judicial review had in accord with the provisions of this title.

(d) I'n the case of any violation of the provisions of this chapter, if the
comm ssioner elects not to issue a cease and desist order, or in the event of
nonconpl i ance with a cease and desist order issued pursuant to subsection (c),
the comm ssioner may institute a proceeding to obtain injunctive or other
appropriate relief in the circuit court of Mntgonery county. (Acts 1986, No.
86-471, § 22.)

§27-21A-23. Statutory construction and relationship to other |aws.

(a) Except as otherwi se provided in this chapter, provisions of the
i nsurance | aw and provisions of health care service plan | aws shall not be
applicable to any heal th nmai ntenance organi zation granted a certificate of
authority under this chapter. This provision shall not apply to an insurer or
health care service plan licensed and regul ated pursuant to the insurance |aw
or the health care service plan laws of this state except with respect to its
heal t h mai nt enance organi zation activities authorized and regul ated pursuant
to this chapter.

(b) Solicitation of enrollees by a health nmaintenance organi zation
granted a certificate of authority shall not be construed to violate any
provision of law relating to solicitation or advertising by health
pr of essi onal s.

(c) Any heal th mai ntenance organi zati on aut horized under this chapter
shal |l not be deemed to be practicing medicine and shall be exenmpt fromthe
provi si ons of section 34-24-310, et seq., relating to the practice of
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medi ci ne.

(d) No person participating in the arrangenments of a health
mai nt enance organi zati on other than the actual provider of health care
services or supplies directly to enrollees and their famlies shall be liable
for negligence, m sfeasance, nonfeasance or mal practice in connection with the
furnishing of such services and supplies.

(e) Nothing in this chapter shall be construed in any way to repeal or
conflict with any provision of the certificate of need | aw

(f) Not wi t hst andi ng the provi sions of subsection (a), a health
mai nt enance organi zati on shall be subject to Section 27-1-17.

(9) Not wi t hst andi ng the provi sions of subsection (a), a health

mai nt enance organi zati on shall be subject to the provisions of Chapter 56 of
this title regarding the Access to Eye Care Act. (Acts 1986, No.86-471, p.854,
§ 23; Act 2001-445, p.573,8 1; Act 2001-477, p.640, § 10.)

§ 27-21A-24. Filings and reports as public docunents.

Al'l applications, filings and reports required under this chapter, except
t hose which are trade secrets or privileged or confidential comrercial or
financial information, other than any annual financial statement that may be
requi red under section 27-21A-8, shall be treated as public docunments. Al
testinony, documents and other evidence required to be subnmitted to the
comm ssioner or state health officer in connection with enforcenent of this
chapter shall be absolutely confidential and shall not be admi ssible in
evidence in any other proceeding. The conmi ssioner or the state health
of ficer may wi thhold from public inspection any exam nation or investigation
report for so long as they deem necessary to protect the person exam ned from
unwarranted injury or to be in the public interest. (Acts 1986, No. 86-471, §
24.)

§ 27-21A-25. Confidentiality of medical information.

Any data or information pertaining to the diagnosis, treatnent, or health
of any enrollee or applicant obtained fromsuch person or from any provider by
any health mai nt enance organi zation shall be held in confidence and shall not
be di scl osed to any person except to the extent that it may be necessary to
carry out the purposes of this chapter; or upon the express consent of the
enrol |l ee or applicant; or pursuant to statute or court order for the
producti on of evidence or the discovery thereof; or in the event of claimor
litigation between such person and the heal th mai ntenance organi zati on wherein
such data or information is pertinent. A health maintenance organi zation
shall be entitled, to claimany statutory privil eges agai nst such di scl osure
whi ch the provider who furnished such information to the health maintenance
organi zation is entitled to claim (Acts 1986, No. 86-471, § 25.)

§ 27-21A-26. State health officer's and conmi ssioner's authority to contract.

The state health officer and the conm ssioner, in carrying out their
obligations under this chapter, may contract with qualified persons to make
recomendat i ons concerning the determ nations required to be made by them
Such recomendati ons may be accepted in full or in part by the state health
of ficer or comm ssioner. (Acts 1986, No. 86-471, § 26.)

§ 27-21A-27. Acquisition of control of or nerger of a health maintenance
or gani zati on.

No person may nmeke a tender for or a request or invitation for tenders of,
or enter into an agreenent to exchange securities for or acquire in the open
mar ket or otherw se, any voting security of a health maintenance organi zation
or enter into any other agreenment if, after the consummation thereof, that
person would, directly or indirectly, (or by conversion or by exercise of any
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right to acquire) be in control of the health mai nt enance organi zation, and no
person may enter into an agreenment to merge or consolidate with or otherw se
to acquire control of a health maintenance organization, unless at the tine
any offer, request, or invitation is made or any agreenent is entered into, or
prior to the acquisition of the securities if no offer or agreement is

i nvol ved, the person has filed with the conmi ssioner and has sent to the
heal t h mai nt enance organi zation, information required by section 27-29-3, and
the offer, request, invitation, agreenment or acquisition has been approved by
t he comm ssioner. Approval by the comn ssioner shall be governed by the

provi sions of said section 27-29-3. Control under this section shall be
defined in the sane nmanner as it is defined for the purposes of section 27-29-
3, as anended fromtime to time. (Acts 1986, No. 86-471, § 27.)

8§27-21A-28. Taxes.

(a) The sane taxes and filing requirements applicable to life insurers
under this title, shall apply to and shall be inposed upon each health
mai nt enance organi zation |licensed under the provisions of this chapter; and
t he organi zation shall also be entitled to the same tax deducti ons,
reductions, abatements, and credits that |life insurers are entitled to
receive. All taxes collected hereunder shall be deposited to the credit of
t he general fund.

(b) As to heal th mai ntenance organi zati ons doi ng business in this
state as of May 29, 1986, the taxes inposed by this section shall not take
effect until January 1, 1989, but on and after such date shall be payable in
accordance with the provisions of sections 27-4-4 and 27-4-5. (Acts 1986, No.
86-471, § 28.)

§27-21A-29. Existing health mai ntenance organi zati ons.

(a) Not wi t hst andi ng any ot her provision of this chapter, any health
mai nt enance organi zation licensed by the state board of health and in
operation on May 29, 1986, shall be granted a certificate of authority upon
paynment of the application fee prescribed in section 27-21A-21 and conpliance
with section 27-21A-12. Nothing in this section shall prohibit any such
heal t h mai nt enance organi zation fromcontinuing to conduct business in this
state until such certificate of authority is issued.

(b) Any heal th mai ntenance organi zati on which was licensed in this
state prior to January 1, 1986, nmay continue to operate under existing
noncontractual provider arrangenents (which have been approved by the state
health officer) for three years.

(c) After issuance of a certificate of authority in accordance with
subsection (a) of this section, the conm ssioner may require subnission by the
heal t h mai nt enance organi zati on of any additional information required in
section 27-21A-2 which has not previously been submitted to the state health
officer. (Acts 1986, No. 86-471, § 29.)

§ 27-21A-30. Coordination of benefits.

(a) A heal th mai ntenance organization is entitled to coordi nate
benefits on the sanme basis as an insurer. No such coordination shall be
al | owed agai nst policies covering individuals on other than a group basis.

(b) A heal th mai ntenance organi zati on provi di ng medi cal benefits or
paynments to an enrollee who suffers injury, disease, or illness by virtue of
the negligent act or onmission of a third party is entitled to reinmbursenent
fromsuch third party for the reasonabl e value of the benefits or paynents
provi ded. (Acts 1986, No. 86-471, 830.)

§ 27-21A-31. Health nmaintenance organization advisory council

There shall be established a three nenber HMO advi sory council to advise
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and consult with the conmissioner and the state health officer in carrying out
their duties under this chapter. The menbers of such advisory body shall be
appoi nted annual ly by the Al abama associ ation of heal th nmai ntenance

organi zations. (Acts 1986, No. 86-471., § 31.)

§27-21A-32. HMO enrol |l nent requirenents.

(a) The state governnent, or any agency, board, comm ssion
institution, or political subdivision thereof, and any city or county, or
board of education, which offers its enployees a health benefits plan my make
available to and informits enpl oyees or nenbers of the option to enroll in at
| east one heal th mai nt enance organi zation holding a valid certificate of
aut hority which provides health care services in the geographic areas in which
such enpl oyees or nenbers reside.

(b) The first time a health maintenance organi zation is offered by an
enpl oyer, either public or private, each covered enpl oyee nust make an
affirmative witten selection anong the different alternatives included in the
health benefits plan. Thereafter, those who wish to change fromone plan to
another will be allowed to do so annually, provided, that nothing in this
section shall prevent any health maintenance organization or insurer from
requiring evidence of insurability or inposing underwiting restrictions on
t he acceptance of any such enployee. 1In addition to the annual group
enrol | ment period, the enployer shall nake avail able the opportunity to sel ect
among different existing alternatives within a health benefits plan to
el igi ble enpl oyees, who are new enpl oyees or have changed their place of
residence resulting in eligibility for the plan

(c) This section shall inpose no responsibilities or duties upon any
enpl oyer, either public or private, to offer health maintenance organi zation
coverage as part of its health benefits plan.

(d) No emnpl oyer shall in any way be required to pay nore for health
benefits as a result of the application of this section than would ot herw se
be required by a prevailing collective bargaining agreenent or other legally
enforceabl e contract or obligation for the provision of health benefits to its
enpl oyees, or in any plan provided voluntarily by an enployer. (Acts 1986, No.
86-471, § 32.)

CHAPTER 21A
HEALTH MAINTENANCE ORGANIZATIONS

Collateral references. - Coverage of artificial insenination procedures or
other infertility treatnments by health, sickness, or hospitalization
i nsurance. 80 ALR4th 1059.
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