* § 4408-a. Integrated delivery systens. 1. Legislative purpose and
findings. The legislature intends to facilitate the ability of
i ntegrated delivery systens to assune a larger role in delivering a ful
array of health care services, fromprimary and preventive care through
acute inpatient hospital and post-hospital care to a defined popul ation
for a determned price. The |legislature finds that the formation and
operation of integrated delivery systens under this section will pronote
t he purposes of federal and state anti-referral statutes which are to
reduce over-utilization and expenditures and finds that such statutes
should not be interpreted to interfere with the devel opment of such
i ntegrated delivery systens or inpose liability for arrangenents between
an integrated delivery systemcertified pursuant to this section and its
participating providers and entities. The |egislature further finds that
t he devel opnment of integrated delivery systens will reduce costs and
enhance quality. It intends that systens acting pursuant to a
certificate of authority issued under this section shall not be subject
to state or federal antitrust liability for doing so.

2. Definitions. For the purposes of this section:

(a) "Applicant” neans a separate |legal entity created for the purpose
of establishing and operating an integrated delivery system Such entity
shall be conposed of or controlled by one or nore affiliated providers
or one or nore affiliated groups of providers.

(b) "Provider"” means an entity licensed or certified under article
twenty-eight or thirty-six of this chapter; an entity |icensed or
certified under article sixteen, twenty-three, thirty-one or thirty-two
of the mental hygiene law, or a health care practitioner, or conbination
of health care practitioners, licensed under title eight of the
education | aw. Every provider shall be: (i) a natural person; (ii) a
partnership all of whose nenbers are natural persons and that is not a
limted partnership; or (iii) a corporation none of whose stock is owned
by anot her corporation.

3. The commi ssioner, after receiving fromthe superintendent of
fi nanci al services the evaluations and approval s required pursuant to
subdi vi si on seven of this section, may issue a certificate of authority
to an applicant which satisfies the conditions under this section for



I ssuance established by the comm ssioner and which seeks to deliver
conprehensi ve health services, on a capitated basis, including inpatient
services, to:

(a) persons who are receiving benefits under title XVIII1 of the
federal social security act; or

(b) persons who are receiving benefits under title Xl X of the federal
soci al security act and commercial enrollees; or

(c) an enroll ee popul ati on which includes persons receiving benefits
under titles XVII1 and XI X of the federal social security act and
commerci al enroll ees.

4. An applicant nmust denonstrate to the comm ssioner that it wll
provi de at | east seventy-five percent of the total expenditures for
covered health care itens and services directly to its enrollees through
the provider, affiliated providers or affiliated groups of providers
conprising such applicant. The applicant shall nake arrangenents or
referrals for any covered health care itens and services not provided
directly to its enrollees by such applicant.

5. A provider shall be deened affiliated with another provider or
group of providers if, through contract, ownership or otherw se:

(a) one provider, directly or indirectly, owns, controls, or holds the
power to vote, or proxies for, not less than fifty-one percent of the
voting rights or governance rights of another

(b) each provider is a participant in a |awful conbination under which
each provider shares, either directly or indirectly, substantial
financial risk in connection with the activities and services of such
conbi nati on; or

(c) a provider is a corporate nenber of a provider organized as a
not-for-profit corporation duly designated pursuant to section six
hundred one of the not-for-profit corporation | aw

6. The conm ssioner shall be responsible for evaluating, approving and
regulating all matters relating to delivery systens, quality of care and
access to care to be provided through the integrated delivery system In
performng this responsibility, the comm ssioner shall assure:

(a) that the formation and operation of the integrated delivery system



wi || enhance access to health services in the area to be served; and

(b) subject to subdivision four of this section, the conprehensive
health services will be provided by the applicant through its proposed
delivery system (including through providers other than those conposing,
affiliated with or controlling the applicant).

7. (a) The superintendent of financial services, in consultation with
t he conmi ssioner in accordance with a protocol to be specified in a
menor andum of under st andi ng bet ween the conm ssioner and the
superintendent of financial services regarding fiscal solvency, shall be
responsi bl e for evaluating, approving and regulating all nmatters
relating to premumrates, subscriber contracts and fiscal solvency,

i ncludi ng reserves, surplus and provider contracts to the extent such
contracts relate to fiscal solvency matters. The superintendent of
financial services, in the adm nistration of this subdivision, shall:

(i) be guided by the standards which govern the fiscal solvency of a
heal t h mai nt enance organi zati on, provided, however, that the
superintendent of financial services shall recognize and consider the
specific delivery conmponents, operational capacity and financial
capability of the applicant for a certificate of authority; and

(ii) not apply financial solvency standards that exceed those required
for a health mai ntenance organi zati on.

(b) Standards established pursuant to this subdivision shall be
adequate to protect the interests of the subscribers to integrated
delivery systens. The superintendent of financial services nust be
satisfied that the applicant is fiscally sound, and has nade adequate
provi sions to pay for services:

(i) that are furnished by providers that are not affiliated with the
appl i cant;

(ii) to neet the specialized health care needs of certain enrollees
needi ng care at specialty care centers; and

(iii) for which clains are submitted after the period for which the
applicant will receive paynents.

8. The integrated delivery systemshall have its prem uns determ ned
on a community-rated basis in accordance with the insurance | aw except
where the enrollees are eligible to receive services under title Xl X of



the federal social security act in which case the premumrates shall be
established by the conm ssioner, in consultation with the superintendent
of financial services, subject to the approval of the director of the

di vi si on of the budget.

9. An integrated delivery systemshall be subject to the provisions of
the insurance | aw that are applicable to health naintenance
organi zations, this chapter and regul ations applicable to health
mai nt enance organi zati on, and any regul ati ons pronul gated by the
commi ssi oner or superintendent of financial services to inplenent this
section. To the extent that the provisions of this section are
i nconsi stent with the provisions of this chapter or the provisions of
the insurance | aw, the provisions of this section shall prevail.

10. No certificate of authority for an integrated delivery system
shal |l be issued pursuant to this section on or after April first, two
t housand two and integrated delivery systens issued certificates before
such date shall accept no new enrollees thereafter
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