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defe1Ted pending the review of the relevant HMO models"2• We also recommend that the
Subgroup include a drafting note, based on the following language drafted by the Task Force, to
make it clear that the amendments prepared by the Subgroup are "not intended to delay
implementation of Model 520 revisions and therefore should not be considered a reason to defer
introduction and adoption of legislative changes. " 3
Consumer and Solvency Protections Should Remain
In carrying out its charge, the Subgroup should only make the minimum changes
necessary to Model 430 and should not adopt amendments to Model 430 would either weaken
existing consumer protections or reduce or eliminate solvency requirements. The October 15,

2018 staff memorandum identifies several potential areas for changes to Model 430 .. The
memorandum identifies the following sections as potential targets for revisions: Section 14Continuation of Benefits; Section 18-Deposit Requirements; Section 19-Hold Harmless
Provision Requirements for Covered Persons; Section 20-Uncovered Expenditures Deposit;
and Section 31-Rehabilitation, Liquidation or Conservation of Health Maintenance
Organizations.
All of the sections listed above offer important consumer or financial protections and, as
a result, should not be amended:
Section 14- regarding continuity of coverage, ensures that individuals undergoing a
course of treatment at the time an HMO becomes insolvent do not get kicked out of their
hospitals or terminated from their treatments because providers fear non-payment. This is a
significant consumer protection to ensure that consumers get care - but does not address who
pays for that care. At the time of liquidation, under Model 520, the guaranty association assumes
responsibility for paying claims, and providers, pursuant to this section, are required to continue
to provide services. This provision of Model 430 should remain unchanged.
Section 18- deposit requirements, provides important solvency protections. This is a
common feature of the existing state-based solvency oversight system, and is a protection for the
state. Insurers have similar statutory deposit requirements. Generally, the Commissioner will
take down the statutory deposit when an insolvency occurs, and will use it to defray the initial
cost of declaring a liquidation. At this point the guaranty association will take over the payment
of claims. In the alternative, the commissioner may choose to give the guaranty association
access to the statutory deposit to assist in paying claims. When the $1M is exhausted, the
guaranty association will be required to assess its members. Making HMOs members of the
guaranty association system in the states does not impact the costs to the Commissioner in the
declaration of a liquidation, and therefore Model 520 has no bea1ing on whether states may wish
to have this
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