PRINTER S NO. 2264

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1852 5

| NTRODUCED BY KUKOVI CH, KI NG THOVAS, BELARDI, CURRY, MELI G
DeWEESE, M HALI CH, STEELMAN, MANDERI NO, STURLA, STABACK
MUNDY, HALUSKA, JOSEPHS, YOUNGBLOOD, RI CHARDSON, TRELLG
PI STELLA AND M CHLOVI C, JUNE 21, 1995

REFERRED TO COW TTEE ON HEALTH AND HUVAN SERVI CES,
JUNE 21, 1995

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Decenber 29, 1972 (P.L.1701, No. 364),
entitled "An act providing for the establishment of nonprofit
cor porations having the purpose of establishing, naintaining
and operating a health service plan; providing for
supervi sion and certain regulations by the Insurance
Department and the Departnent of Health; giving the Insurance
Commi ssi oner and the Secretary of Health certain powers and
duti es; exenpting the nonprofit corporations fromcertain
taxes and providing penalties,” adding and anmendi ng
definitions; further providing for services to be provided
and for certificates of authority; providing for a quality
assurance plan, for credentialing, for nmedical records and
standards, for certain rights of nmenbers, for additional
powers and duties of the Departnent of Health and for a
gri evance procedure; and further providing for boards of
directors and for penalties.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 3 of the act of Decenber 29, 1972
(P.L.1701, No.364), known as the Health Mii ntenance Organi zation
Act, anended Decenber 19, 1980 (P.L.1300, No.234) and repeal ed
in part Decenber 20, 1982 (P.L.1409, No.326), is anmended to

r ead:



Section 3. Definitions.--As used in this act:

"Basic health services" nmeans those health services,
including as a mninmum but not limted to, enmergency care,
i npati ent hospital and physician care, anbul atory physician
care, and outpatient and preventive nedical services. For

medi cal assi stance beneficiaries, the termshall include al

servi ces ot herwi se conpensabl e under nedi cal assi stance,

including, but not limted to, drug and al cohol treatnent under

sections 2334 and 2335 of the act of April 9, 1929 (P.L. 177,

No. 175), known as "The Adnministrative Code of 1929 " early and

peri odi ¢ screeni ng, diagnosis and treatnent for chil dren under

twenty-one years of age, even if the services are not listed in

the State plan or the nedi cal assi stance fee schedul e.

"Certified nurse practitioner" nmeans a regi stered nurse

licensed in this Commonweal th who is jointly certified by the

State Board of Nursing and the State Board of Medicine in a

particular clinical specialty area and who, while functioning in

the expanded role as a professional nurse, perforns acts of

medi cal di agnosis or prescription of nedical therapeutic or

corrective neasures in collaboration with and under the

direction of a physician |licensed to practice nedicine in this

Commpnweal t h.

"Commi ssi oner"” means the | nsurance Conmmi ssioner of the
Commonweal t h of Pennsyl vani a.

"Council" neans the Health Care Cost Contai nnent Council.

"Direct provider" means an individual who is a direct
provi der of health care services under a benefit plan of a
heal t h mai nt enance organi zati on or an individual whose primry
current activity is the admnistration of health facilities in

whi ch such care is provided. An individual shall not be
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considered a direct provider of health care solely because the
i ndi vidual is a nenber of the governing body of a health-rel ated
or gani zat i on.

"Direct services rati o" neans the rati o bet ween an

organi zation's nedi cal revenues and nedi cal expenses.

"Heal t h mai nt enance organi zati on" neans an organi zed system
whi ch conbi nes the delivery and financing of health care and
whi ch provi des basic health services to voluntarily enrolled

subscribers and to manditorily enroll ed nedi cal assi stance

beneficiaries, including those enrolled in any entity classified

under Federal |aw as a health insuring organi zation for a fixed

prepai d fee.

"]l ndependent nonprofit consuner and fam ly satisfacti on teant

means a not-for-profit entity utilizing a team conpri sed of

consuners and famly nenbers to performonsite persona

interviews of people with severe nental illness and their

famlies to deternine the consuners' degree of satisfaction and

if they feel their needs are bei ng net.

"Managed care organi zati on" neans the party to a managed care

pl an whi ch agrees to provide and/or rei nburse health care,

rel ated equi pnent or services for menbers or subscri bers.

"Managed care pl an" neans a system pursuant to which health

care, related equi pnent or services are provided for nenbers or

subscri bers whose access to other health care nust be approved

by a prinmary care practiti oner selected by or for such nenber or

subscri ber froma panel of participating practitioners.

"Medi cal audit" neans an onsite review of the quality of care

bei ng provided and the effectiveness of the quality assurance

plan.

"Medi cal expenses" neans the cost of providing health care
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servi ces.

"Medi cal revenues" neans the i ncone generated from providi ng

health care services.

"Primary care physici an" neans a nedi cal doctor or doctor of

ost eopat hy who supervi ses, coordi nates and provides initial and

basic care to patients, initiates their referral for speciali st

care and maintains continuity of care. The term shall include

pedi atrici ans for individuals under ei ghteen years of age,

specialists in obstetrics/gynecol ogy for woman and ot her

speci al i sts.

"Prinmary care practitioner" neans a licensed or certified

pr of essi onal who supervi ses, coordi nates and provides initial

and basic care to patients, initiates their referral for

specialist care and maintains continuity of care. The term shal

i nclude, but not be linmted to, prinmary care physici ans,

certified nurse practitioners and certified nurse-m dw ves for

wonen duri ng pregnancy.

"OQAP" neans a quality assurance pl an.

"Secretary" neans the Secretary of Health of the Commonweal th
of Pennsyl vani a.

"Specialist" means a |licensed treatnent professional whose

area of clinical practice is limted to a particular field or

fields.
Section 2. Sections 4 and 5.1(b)(1) of the act, anmended or
added Decenber 19, 1980 (P.L.1300, No.234), are anended to read:
Section 4. Services Wich Shall be Provided.--(a) Any |law
to the contrary notw t hstandi ng, any corporation may establish,
mai ntai n and operate a heal th mai nt enance organi zati on upon

recei pt of a certificate of authority to do so in accordance

with this act.
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(b) Such health mai ntenance organi zati ons shall:

(1) Provide either directly or through arrangenents wth
ot hers, basic health services to individuals enrolled;

(2) Provide either directly or through arrangenents wth
ot her persons, corporations, institutions, associations or
entities, basic health services; and

(3) Provide physicians' services (i) directly through
physi ci ans who are enpl oyes of such organization, (ii) under
arrangenents with one or nore groups of physicians (organized on
a group practice or individual practice basis) under which each
such group is reinbursed for its services primarily on the basis
of an aggregate fixed sumor on a per capita basis, regardl ess
of whether the individual physician nenbers of any such group
are paid on a fee-for-service or other basis or (iii) under
simlar arrangenents which are found by the secretary to provide
adequate financial incentives for the provision of quality and
cost-effective care.

(4) Every managed care plan nust cover nedically necessary

services furnished as a result of a nedical energency by a

nonparti ci pati ng provi der.

Section 5.1. Certificate of Authority.--* * *

(b) A certificate of authority shall be jointly issued by
order of the comm ssioner and secretary when:

(1) The secretary has found and determ ned that the
appl i cant:

(1) bhas denonstrated the potential ability to assure both
avai lability and accessibility of adequate personnel and
facilities in a manner enhancing availability, accessibility and
continuity of services;

(1i) has [arrangenents for an ongoing quality of health care

19950H1852B2264 - 5 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

assurance progran] denonstrated, to the satisfaction of the

secretary, that its internal quality assurance system can

identify, evaluate and renedy problens relating to access,

continuity, underutilization and quality of care in accordance

with the requirenents of section 5.2 of this act; and

(1i1) bhas appropriate nmechani sns whereby the health
mai nt enance organi zation will effectively provide or arrange for
the provision of basic health care services on a prepaid basis;
and

* %k

Section 3. The act is anmended by addi ng sections to read:

Section 5.2. ddinical Quality Assurance.--(a) Al nmanaged

care organi zati ons shall devel op and adhere to a witten plan of

clinical quality assurance for nonitoring, evaluating and

assuring the delivery of quality health care by al

practitioners providing services on its behal f.

(b) The QAP shall be subnmitted to and approved by the

Departnment of Health prior to the organi zation's enrolling

menbers or for existing organi zations, within six nonths of the

effective date of this section, and shall be revi ewed and

approved by the Departnent of Health at | east every twel ve

nont hs thereafter

(c) The QAP shall include the elenents set forth in sections

5.3, 5.4, 5.5, 5.6 and 5.7 of this act, those el enents whi ch the

Departnment of Health may by requlation require and the foll ow ng

el enent s:

(1) An identifiable structure for perfornmng quality

assurance functions within the organi zati on, includi ng required

requl ar neeti ngs, contenporaneous records of such neetings and

direct accountability of the quality assurance entity or
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entities to the governi ng body of the organi zati on.

(2) A detailed set of quality assurance objectives which

include a tinetable for inplenentati on and acconpl i shnent.

(3) A system of continuous review by physi ci ans and ot her

health professionals with feedback to participating health

pr of essi onal s and heal th nmi nt enance organi zati on staff

regardi ng performance and patient results.

(4) A nethodol ogy for assuring that the range of review

i ncludes all denographic groups, care settings and types of

servi ces.

(5) A systemfor evaluating health outcones, consistent with

current technol ogy.

(6) Witten quidelines for quality of care studi es and

rel ated nonitoring activities which include specification of the

clinical or health service delivery areas to be nonitored and

whi ch refl ect the popul ati on served by the nmanaged care

organi zation in terns of age groups, di sease categories and

special risk status.

(7)) For the nedi cal assi stance popul ati on, a system whi ch

nmonitors and evaluates, at a mninmum care and services in

certain areas of concern selected by the Departnment of Public

Wel fare. The Secretary of Public Welfare is required to

establi sh standards by whi ch managed care plans are found to

have i nproved the health status of nedi cal assi stance clients

enrolled in the plan with an enphasis to be placed on the heal th

needs of wonen and chil dren.

(8) A nethodology for identifying quality indicators

relating to specific clinical or health service delivery areas

whi ch are objective, neasurable and based on current know edge

and clinical experience.
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(9) Health service delivery standards or practice

qui del i nes, consistent with standards and qui del i nes devel oped

by commpnly accepted sources in the nmedical comunity, which are

ained not only at cure, but also at nmi ntaining functi on and

i mproving quality of life and which are:

(i) updated continuously pursuant to a nechani sm specifi ed

in the plan;

(ii) dissemnated to providers as they are adopted;

(iii) developed for the full spectrum of popul ati ons

enrolled in the plan;

(iv) based on reasonable scientific know edge;

(v) focused on the process and outcones of health care

delivery, as well as access to such care; and

(vi) applied to the organi zation's providers, whether they

are organi zed in groups, as individuals or in conbi nati ons.

(10) A nethodol ogy for the eval uati on and noni tori ng by

appropriate clinicians, including nultidisciplinary teans where

i ndi cated, of individual cases where there are questi ons about

(11) Provision for periodic nedical audits at | east once

every twenty-four nonths by i ndependent nedi cal professionals

approved by the Departnent of Health whi ch i ncl ude:

(i) nedical record reviews to neasure the | evel of

conformty to the health services delivery standards or practice

qui del i nes devel oped in accordance with section 9 of this act;

(ii) a search for triqgger di agnoses which indicate a

breakdown in delivery of care;

(iii) surveys of a sanpling of enrollees to assure the

accuracy of nedical records; and

(iv) certification of the effectiveness of the QAP.
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(12) A grievance system whi ch neets the requirenents of

section 5.7 of this act.

(13) Procedures for taking renedial action, including

suspensi on or terni nation of physici ans and ot her professionals

for inappropriate service or underservice.

(14) Provision for a year-end witten report which shall be

delivered pronptly to the governi ng body and t he Departnent of

Heal th, and whi ch shall be available to the public at no charge,

(i) addresses denonstrated i nprovenents in quality and areas

of defi ci ency;

(ii) nmakes recomendati ons for corrective action; and

(iii) assesses the effectiveness of all past corrective

acti ons.

(15) A system for protecting and pronoti ng nenbers' rights

set forth in section 5.5 of this act and for conmuni cati ng

menbers' rights to both providers and nenbers.

(16) A system for assuring conpliance with the nedi cal

records standards set forth in section 5.4 of this act.

(17) A system of credentialing and recredentialing which

meets the standards set forth in section 5.3 of this act.

(18) A systemfor sharing a copy of any standard for

cover age deci sions not explicitly covered in the subscri ber

agreenent with participating providers and the Departnent of

Heal th, and for maki ng nenbers aware of their right to a copy

pursuant to section 5.5(5) of this act.

(19) A systemto insure that any initial decision regardi ng

coverage is made by a person with experti se and experi ence in

the field rel evant to coverage sought or on the advice of a

person with such experti se and experi ence. The system nust have
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protections to assure that no coverage is denied prior to revi ew

by a health professional with equal or greater qualifications in

the rel evant fi el d.

(20) The organi zation's antici pated direct services ratio.

(21) The nethodol ogy to i nsure a provider network which

denonstrates the full conti nuum of care, geographic

avai lability, cultural sensitivity and pl anni ng for speci al

needs popul ati ons.

(22) Evaluations by the i ndependent nonprofit consuner and

famly satisfaction teans.

(23) A systemto do di scharge pl anning for enroll ees about

to be discharged from State nental hospitals or correctional

facilities.

(d) The QAP shall specifically address any area which the

Departnment of Health shall identify as being of concern, in a

manner acceptable to the Departnent of Heal th.

Section 5.3. Credentialing and Recredentialing.--(a) The

organi zati on shall establish credentialing standards for al

providers which shall be filed with the Departnent of Health.

(b)Y The organi zati on shall establish an entity, answerabl e

directly to the governi ng body, which shall be responsible to

credential and recredential all providers. At a mninum the

entity nust initially verify the foll ow ng, where applicabl e:

(1) Current license and history of suspensi on or revocati on.

(2) Gaduation from nedi cal school and residency.

(3) Work history.

(4) dinical privileges and history of suspensi on.

(5) Liability clains history.

(6) Certification.

(7)) History of sanctions by Medi care or Medi cai d.
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(8) History of revocati on or suspensi on of DEA/ BNDD nunber.

(9) History of active chenm cal dependency or abuse within

t he past twel ve nonths.

(10) Conpliance with conti nui ng educati on requirenments.

(c) The entity nust recredential all providers at | east

every two vears after a review of subsection (b)(1), (3), (4),

(5), (7), (8), (9) and (10) of this section, plus all data from

(1) Menber conpl ai nts.

(2) Results of quality reviews perforned by the Departnent

of Health under section 5.6 of this act.

(3) Menber satisfaction surveys perforned by the counci

under this act.

(4) Medical record reviews as required by section 5.4(d) of

this act.

Secti on 5. 4. Medi cal Record Standards.--(a) The

organi zation nmust require that all providers nmmintain nedical

records which are | eqgi ble, dated and current and which identify

t he aut hor.

(b)Y The organi zation nust require that all providers'

medi cal records contain, at a mninmum patient identification on

each page, biographical data, conplete and current history,

allergies, types of inmunizations for all individuals under

el even years of age, di agnoses, nedi cati ons and courses of

treatnent, infornmati on on snoki ng, al cohol use and substance

abuse, all referrals and the results thereof, energency care,

hospi tal di scharge sunmari es and advance directives, if any have

been execut ed.

(c) The organi zati on nust nmmintain an ongoi ng system of

record revi ew.

(d) The organi zation nust require that all providers'
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medi cal records are in conformty with good professional nedica

practi ce and appropri ate heal th nmanagenent.

Secti on 5.5. Menber Ri ghts.--The organi zati on shall devel op,

adhere to and notify each nenber or his parent or | egal quardi an

initially and at | east every twelve nonths in his primry

| anquage of at | east the foll owing rights:

(1) The right to tinely, fair and effective redress of

gri evances without retaliation by the organi zation or its

(2) The right to a specific nethodol ogy for obtaining tinely

advance determ nati ons upon request, on coverage and the extent

of coverage for care and services, and the right to paynent by

the organi zation for care and services if a tinely response to

such a request has not been forthconi ng.

(3) The right to confidentiality of all nedical records and

the right, consistent with Federal and State |aw, to copi es of

all nedical records at cost.

(4) The right to appropri ate and accessi bl e care and

services in a tinely fashion.

(5) The right to a copy of witten standards for coverage

deci si ons which are not explicit in the subscripti on agreenent,

wi t hout charge to the menber, upon request, or automatically

upon a rejection or linmtation of services.

(6) The right to a copy of the subscri ber agreenent.

(7)) The right not to be discrimnated agai nst because of his

heal t h needs.

(8) The right to conti nue as a nongroup nenber if the nenber

becones ineligible to conti nue as part of a group.

(9) The right to be treated only by |icensed prograns and

professionals in those areas of practice for which the State
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i censes individuals or prograns.

(10) The right to know the credentials of any provider.

(11) The right to be notified in advance, upon request, of

the tine, location and prelinm nary agenda for any neeting of the

board of directors of the organi zati on.

(12) The right to gi ve advance directives to the

organi zati on and to have such directives foll owed, consi stent

with Federal and State | aw

(13) The right to refuse any treatnment w thout |eopardi zi ng

future treatnent.

(14) The right to have prior coverage denials reviewed by a

practitioner with expertise in the field of coverage sought.

(15) The right to bring a private action at |law or equity to

enforce any of the standards, rights or requirenments of this act

in a court of law and to be awarded costs and | egal fees, if

successful .

(16) The right to serve on a grievance revi ew panel pursuant

to a selection process set forth in the gri evance procedure.

(17) The right to a decision regarding a request for a

health care service or itemw thin twenty-one days.

(18) The right to an i ndependent professi onal second opi ni on

paid for by the organi zati on for use by nenbers in gri evance and

heari ng procedures.

(19) The right to re-enroll in a managed care pl an upon

di scharge froma State nental hospital or a correcti ona

facility, provided that the individual had been enrolled in the

managed care plan prior to his incarceration or hospitalization

and has a source of paynent, including nedical assistance.

Secti on 5. 6. Department of Health Responsibilities.--(a)

The Departnment of Health shall revi ew and approve each
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organi zation's QAP initially and at | east every twel ve npnths

thereafter.

(b) As part of its annual review, the Departnent of Health

shall review all of the foll ow ng

(1) Gievances and their di sposition.

(2) Medical audits.

(3) Reports of the quality assurance entity to the governing

body of the organi zati on.

(4) Reports of the credentialing entity to the governi ng

body.

(5) Enrollee satisfacti on surveys.

(6) The rate of individuals who voluntarily disenroll and a

survey of such individuals.

(7) The provider surveys.

(8) The organi zation's actual direct services ratio conpared

to the direct services ratio contained in the organi zation's

QAP

(9) Such records of the organi zation and its contractors as

it deens appropriate to assure that the organi zation i s adheri ng

to its quality assurance pl an.

(c) The Departnent of Health shall establish standards

which, if not net by the organi zation, will cause the Depart nent

of Health to require the organi zati on to obtain an i ndependent

medi cal audit, at the organi zation's expense, in addition to any

i ndependent nedical audit which is a part of the organi zati on's

QAP, and to make the results of such audit publicly avail abl e.

(d) The Departnent of Health shall establish standards which

nmust be net before an entity can qualify to perform i ndependent

medi cal audits. Such standards shall assure the conpetence of

the entity and shall define and prohibit any conflict of
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i nt erest.

(e) The Departnent of Health shall desi gnate categories of

gri evance, as specified in section 5.7(e) of this act.

(f) The Departnent of Health shall:

(1) Establish a process for review, upon request of the

menber or any party having standing to initiate a conpl ai nt, of

appeal s from gri evance revi ew heari ngs.

(2) Determne the nerits of and deci de the substantive

i ssues relative to all such appeals after first obtaini ng and

docunenti ng the advi ce of experienced professionals in the field

under revi ew.

(3) Pronptly notify the organi zati on and the nenber of the

decision in witing.

(g) The Departnent of Health shall annually report to the

CGCeneral Assenbly on the quality of each organi zation in this

Commpnweal th and nake the report available to the public. The

report shall specifically reference the foll ow ng:

(1) Any penalties |evied and the reasons therefor.

(2) The nunber of individuals voluntarily disenrolled from

t he organi zati on and the reasons for such disenrollnent, if

avai | abl e.

(3) The nunber of individuals involuntarily disenrolled from

t he organi zati on.

(4) Such other information related to quality, access,

coordi nati on and continuity of care and services as the

Departnent of Heal th deens appropri ate.

(h) The Departnent of Health shall annually report to the

CGCeneral Assenbly reqgardi ng the adequacy of its own resources to

carry out its quality assurance nmandates and specify what, if

any, additional resources are needed.
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Section 5.7. &ievance Procedure.--(a) The organi zati on

shall maintain an i nternal gri evance procedure for the pronpt

and effective resoluti on of nenber qgri evances pertaining to care

and/ or service, without charge to the nenber

(b)Y The grievance procedure shall be described in witing,

and both the procedure and the descripti on shall be approved by

the Departnment of Health as part of the QAP approval process.

(c) The organi zation shall provide each nenber twenty-one

vears of age or older with a copy of the witten description of

the grievance procedure in the prinmary | anguage of the nenber:

(1) upon enroll nent;

(2) at |east once every twelve nonths thereafter; and

(3) upon the denial of care or services.

(d) The grievance procedure shall consist of a single |evel

of review which shall be initiated by any conpl ai nt or

gri evance to the organi zati on, whether oral or witten, nade by

or on behalf of a nenber as specified in the gri evance procedure

description. A parent, other famly nenber for an enrollee with

mental illness or nmental retardation, quardi an, attorney-in-

fact, executor, adnministrator of estate, provider who has

provi ded care or services which are in dispute or other person

responsible for the bills of the nenber has standing to initiate

a conpl aint on behalf of a nenber or forner nenber.

(e) Upon receipt of a grievance or conplaint, the

organi zation shall refer the matter to an i ndivi dual desi gnated

by the organi zati on whose oversi ght responsibility shall be to

initially investigate, categorize according to categories

desi gnated by the Departnent of Health and respond in witing to

all conplaints by or on behal f of nenbers pertaining to del ay,

denial, quality, coordination, continuity, availability or
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accessibility of care and/or services and to refer the matter to

areviewconmttee for a hearing, as set forth in subsection (k)

of this section. The organi zation shall mail to the nenber or

conpl ai nant copi es of any documents whi ch were consi dered as

part of the determ nati on being gri eved or conpl ai ned of.

(f) |If the conplaint pertains to a di agnostic or treatnent

deci sion, the organi zation shall, in addition to referring the

matter to a review conmttee, provide for revi ew by treatnent

pr of essi onal s experienced in the field relevant to the matter

conpl ai ned of.

(g) As part of the initial investigation, the nenber or

conpl ai nant shall be invited to subnmt witten or ora

statenents and/or records on his behalf and shall be offered

assi stance by the organi zation in obtaining records from

providers. In the cases invol ving menbers who have difficulty

communi cating, the organi zati on shall assi st the menber in

securing an i ndependent advocate to assist the nenber in

pursui ng the gri evance.

(h) The organi zati on shall issue to the conpl ai nant a

witten response within ten worki ng days of recei pt of the

gri evance or conplaint, or sooner if the situation calls for an

i medi ate response, which shall state the foll ow ng:

(1) The nature of the conpl ai nt.

(2) The specific steps that were taken to i nvestigate the

gri evance or conpl ai nt.

(3) What, if any, steps the organi zati on has taken or wl|l

take to remedy the probl em conpl ai ned of.

(4) The reason the organi zation is refusing to renedy the

matter conpl ained of, if applicable.

(5) Relevant informati on pertaining to the gri evance
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hearing, including tine, |ocation, makeup of the gri evance

commi ttee, purpose of the hearing, |list of issues to be deci ded

and the nane and tel ephone nunber of the individual to be

contacted for further information.

(i) The organization nay attenpt to resolve the nmatter

am cably at any tine prior to the hearing.

(j{) The review committee shall consist of at | east three

i ndi viduals, all of whom shall be menbers and none of whom nay

be enpl oyes of or hold any ownership interest in a managed care

organi zati on.

(k) (1) The nenber or conpl ai nant has the right to attend

the review hearing but shall not be penalized for failure to

attend. The hearing shall be held within thirty days of receipt

of the conplaint or grievance, at a tine and | ocati on conveni ent

to the nenmber or conpl ai nant, who shall receive at | east ten

days' notice of the hearing. The nenber or conpl ai nant shal

have the right to request and obtain the presence of relevant

organi zation staff and provi ders who have been involved in the

matter under consideration by the conmittee. The nenber or

conpl ai nant shall have the right to appear personally and/or be

represented by an individual of his choice and, with or through

counsel , present evidence on his or her behal f, cross-exani ne

w tnesses of the organi zati on and present arqunents on his

behal f, al though strict rules of evidence do not apply.

(2) The decision shall be rendered within ten worki ng days

of the hearing, shall be in witing and shall contain a

description of the matter in di spute, the evidence consi dered,

the renedi al actions which are to be taken, if any, the reasons

therefor and the steps which the nenber or conpl ai nant nust take

if he wishes to appeal the decision to the Departnent of Heal th.
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The deci sion shall be sent to the nenber or conpl ai nant and to

the Departnment of Health within ten worki ng days of the heari ng

and shall be binding on the organi zation to the extent that it

is favorable to the nenber. The nenber shall have the right to

appeal any deci sion of the conmttee to the Departnment of Heal th

within thirty days of its recei pt pursuant to a process to be

establi shed by the Departnent of Health.

(1) The grievance procedure shall contain specific

provi sions for an expedited review heari ng, where necessary.

(m The secretary or his designee is enpowered and

responsi bl e to deci de the substantive i ssues of any gri evance

which is appealed fromthe review conmttee. The secretary i s

enpower ed and responsible to order the managed care plan to

provide or pay for services in accordance with the secretary's

gri evance deci si on.

(n) The internal grievance procedure shall not be construed

as nandatory on the nenber, nor is exhaustion of the procedure

to be construed as being a prerequisite to litigati on agai nst

t he organi zati on.

Section 4. Sections 7 and 15 of the act, anended Decenber
19, 1980 (P.L.1300, No.234), are anended to read:

Section 7. Board of Directors.--(a) A corporation receiving
a certificate of authority to operate a health naintenance
organi zati on under the provisions of this act shall be organized
in such a manner that assures that at |east one-third of the
menber ship of the board of directors of the health maintenance
organi zation will be subscribers of the organi zation. Those

subscri bers shall not be current or forner enployes or

i ndi vi dual s having an ownership interest in the plan, its

subsidiaries or a corporati on having a contract to provide
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services to enrollees of the plan. Furthernore, those

subscri bers shall not work in a unit of a busi ness havi ng

responsibility for enpl oye health benefits. The subscri ber board

menbers shall reflect the diversity of the plan enroll ees,

i ncludi ng race, gender, age, econom c status, disability and

heal t h st at us.

(b) The board of directors shall be elected in the manner
stated in the corporation's charter or byl aws.

Section 15. Penalty.--(a) The conm ssioner and secretary
may suspend or revoke any certificate of authority issued to a
heal t h mai nt enance organi zati on under this act, or, in their
di scretion, inpose a penalty of not nore than one thousand
dol lars ($1,000) for each and every unlawful act commtted, or

prohi bit the organi zati on fromenrolling new nenbers, or require

the organi zation to submt for approval and adhere to an

approved plan of correction, which shall be avail able for review

and comment by the nenbership or i npose any conbi nati on of the

af orenenti oned penalties, if they or either of themfind that

any of the follow ng conditions exist:

(1) that the health mai ntenance organi zation is providing
i nadequate or poor quality care, thereby creating a threat to
the health and safety of its subscribers;

(2) that the health maintenance organi zation is unable to
fulfill its contractual obligations to its subscribers;

(3) that the health mai ntenance organi zati on or any person
on its behalf has advertised its services in an untrue,
m srepresentative, m sleading, deceptive or unfair nmanner; or

(4) that the health maintenance organi zati on has ot herw se
failed to substantially conply with this act.

(b) Before the conm ssioner or secretary, whichever is
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1 appropriate, shall take any action as above set forth, he shal

2 give witten notice to the health mai ntenance organi zati on

3 accused of violating the law, stating specifically the nature of
4 such alleged violation and fixing a tine and place, at |east ten
5 days thereafter, when a hearing of the matter shall be held.

6 Hearing procedure and appeals from deci sions of the comm ssioner
7 or secretary shall be as provided in Title 2 of the Pennsylvani a
8 Consolidated Statutes (relating to adm nistrative | aw and

9 procedure).
10 (c) Any enrollee shall have the right to bring an action in
11 Commonweal th Court for the enforcenent of any of the provisions
12 of this act.
13 Section 5. This act shall take effect in 60 days.
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