
2014 SPECIAL SESSION I

INTRODUCED

14200441D
1 SENATE BILL NO. 5007
2 Offered September 18, 2014
3 A BILL to amend the Code of Virginia by adding sections numbered 2.2-515.3 and 2.2-515.4, to amend
4 the Code of Virginia by adding in Title 32.1 a chapter numbered 17, consisting of sections numbered
5 32.1-370 through 32.1-391, and to amend the Code of Virginia by adding in Title 38.2 a chapter
6 numbered 64, consisting of sections numbered 38.2-6400 through 38.2-6411, relating to the
7 establishment of Medicaid accountable care organizations.
8 ––––––––––

Patron––Stanley
9 ––––––––––

10 Referred to Committee on Commerce and Labor
11 ––––––––––
12 Be it enacted by the General Assembly of Virginia:
13 1. That the Code of Virginia is amended by adding sections numbered 2.2-515.3 and 2.2-515.4, by
14 adding in Title 32.1 a chapter numbered 17, consisting of sections numbered 32.1-370 through
15 32.1-391, and by adding in Title 38.2 a chapter numbered 64, consisting of sections numbered
16 38.2-6400 through 38.2-6411, as follows:
17 § 2.2-515.3. Concurrence of Attorney General in determination of competitive impact of
18 accountable care organization.
19 A. If the State Corporation Commission (Commission), following its determination that an application
20 for a certificate of authority filed under § 38.2-6401 meets the requirements of subdivisions A 3 and 4 of
21 § 38.2-6402, forwards the application, and all data, documents, and analysis considered by the
22 Commission in making the determination to the Attorney General, the Attorney General shall review the
23 application and the data, documents, and analysis and, if the Attorney General concurs with the
24 Commission's determination under subdivisions A 3 and 4 of § 38.2-6402, the Attorney General shall
25 notify the Commission and the Department of Medical Assistance Services.
26 B. If the Attorney General does not concur with the Commission's determination under subdivisions
27 A 3 and 4 of § 38.2-6402, the Attorney General shall notify the Commission and the Department of
28 Medical Assistance Services.
29 C. A determination under this section shall be made not later than the sixtieth day after the date the
30 Attorney General receives the application and the data, documents, and analysis from the Commission.
31 D. If the Attorney General lacks sufficient information to make a determination under subdivisions A
32 3 and 4 of § 38.2-6402 , within 60 days of the Attorney General's receipt of the application and the
33 data, documents, and analysis the Attorney General shall inform the Commission that the Attorney
34 General lacks sufficient information as well as what information the Attorney General requires. The
35 Commission shall then either provide the additional information to the Attorney General or request the
36 additional information from the applicant. The Commission shall promptly deliver any such additional
37 information to the Attorney General. The Attorney General shall then have 30 days from receipt of the
38 additional information to make a determination under subsection A or B.
39 E. If the Attorney General notifies the Commission that the Attorney General does not concur with
40 the Commission's determination under subdivisions A 3 and 4 of § 38.2-6402, then the Commissioner
41 shall deny the application for a certificate of authority under Chapter 64 (§ 38.2-6400 et seq.) of Title
42 38.2.
43 F. In reviewing the Commission's determination, the Attorney General shall consider the findings,
44 conclusions, or analyses contained in any other governmental entity's evaluation of the accountable care
45 organization.
46 G. The Attorney General at any time may request from the Commission additional time to consider
47 an application under this section. The Commission shall grant the request and notify the applicant of
48 the request. A request by the Attorney General or an order by the Commission granting a request under
49 this section is not subject to administrative or judicial review.
50 § 2.2-515.4. Authority of Attorney General with respect to accountable care organizations.
51 A. The Attorney General may:
52 1. Investigate an accountable care organization (ACO) with respect to anticompetitive behavior that
53 is contrary to the goals and requirements of Chapter 17 (§ 32.1-370 et seq.) of Title 32.1 and Chapter
54 64 (§ 38.2-6400 et seq.) of Title 38.2; and
55 2. Request that the State Corporation Commission or the Department of Medical Assistance Services:
56 a. Impose a penalty or sanction on an ACO;
57 b. Issue a cease and desist order against an ACO; or
58 c. Suspend or revoke the ACO's certificate of authority.
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59 B. This section shall not be construed to limit any other authority or power of the Attorney General.
60 CHAPTER 17.
61 MEDICAID ACCOUNTABLE CARE ORGANIZATIONS.
62 § 32.1-370. Definitions.
63 As used in this chapter, unless the context requires a different meaning:
64 "Accountable care organization" or "ACO" means a corporation, whose shareholders are physicians
65 and other health care providers, that is organized for the primary purpose of providing, or arranging
66 for the provision of, health care services by its shareholders to Medicaid beneficiaries under a system
67 under which payments are made by the Department using innovative payment methodologies.
68 "Affiliate" means a person who controls, is controlled by, or is under common control with one or
69 more other persons.
70 "Board" means the Board of Medical Assistance Services.
71 "Commission" means the State Corporation Commission.
72 "Department" means the Department of Medical Assistance Services.
73 "Innovative payment methodologies" include capitated payments, gainsharing payment arrangements,
74 pay-for-performance, quality-based payments, and other payment arrangements whereby the costs of
75 health care services provided to Medicaid beneficiaries by health care providers participating in an
76 ACO are less than such costs would be if provided on a fee for service basis and a portion of the cost
77 savings are distributed among the health care providers participating in the ACO.
78 "Health care provider" means any person, partnership, professional association, corporation, facility,
79 or institution licensed, certified, registered, or chartered by the Commonwealth to provide health care
80 services.
81 "Health care services" means services provided by a physician or other health care provider to
82 prevent, alleviate, cure, or heal human illness or injury. "Health care services" includes pharmaceutical
83 services, medical, chiropractic, or dental care, and hospitalization.
84 "Medicaid" means the medical assistance services program operating in the Commonwealth pursuant
85 to Title XIX of the Social Security Act, 42 U.S.C. § 1396 et seq.
86 "Secretary" means the Secretary of Health and Human Resources.
87 § 32.1-371. Implementation of a care delivery system utilizing ACOs.
88 A. The Department, within 180 days following receipt of approval of the federal Centers for
89 Medicare and Medicaid Services, shall establish a schedule that provides for the implementation, within
90 two years following the establishment of the schedule, of a health care services delivery system whereby
91 the Department will arrange for the provision of health care services to a majority of the
92 Commonwealth's Medicaid beneficiaries through contracts with ACOs. Such health care services
93 delivery system utilizing ACOs shall be established and implemented by the Department in a manner
94 consistent with the requirements of this chapter.
95 B. The Department shall use, to the greatest extent possible, ACOs to provide fully integrated
96 physical health services, chemical dependency and mental health services, and oral health services. This
97 chapter, and any contract entered into pursuant to this chapter, shall not affect and does not alter the
98 delivery of Medicaid-funded long-term care services.
99 § 32.1-372. Department to contract with ACOs.

100 A. The Department shall enter into contracts with ACOs that meet the criteria set forth in this
101 chapter and Chapter 64 (§ 38.2-6400 et seq.) of Title 38.2.
102 B. The Department shall require compliance with the provisions of § 38.2-6410 as a condition of
103 entering into a contract with an ACO.
104 § 32.1-373. Operations of ACOs.
105 An accountable care organization that is certified by the Commission under Chapter 64 (§ 38.2-6400
106 et seq.) may provide or arrange to provide health care services to Medicaid beneficiaries under contract
107 with the Department.
108 § 32.1-374. Enrollment of Medicaid beneficiaries.
109 A. Individuals eligible for medical assistance under the Commonwealth's Medicaid program shall be
110 eligible for enrollment in a health care delivery system operated by an ACO.
111 B. An eligible Medicaid beneficiary may enroll in a health care delivery system operated by an ACO
112 if a system serves the county in which the individual resides. If more than one health care delivery
113 system operated by an ACO serves a county, the individual shall be allowed to choose among the
114 systems. The Department may assign an individual to such a health care delivery system if a system is
115 available and no choice has been made by the individual.
116 § 32.1-375. Formation and governance of ACO.
117 A. An ACO shall be governed by a board of directors.
118 B. The person who establishes an ACO shall appoint an initial board of directors. Each member of
119 the initial board shall serve a term of not more than 18 months. Subsequent members of the board shall
120 be elected to serve two-year terms by health care providers who participate in the ACO as provided by
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121 this section. The board shall elect a chair from among its members.
122 C. If the participants in an ACO are all physicians, each member of the board of directors shall be
123 an individual physician who is a participant in the ACO.
124 D. If the participants in an ACO are both physicians and other health care providers, the board of
125 directors shall consist of:
126 1. An even number of members who are individual physicians, selected by physicians who participate
127 as shareholders in the ACO;
128 2. A number of members equal to the number of members under subdivision 1 who represent
129 nonphysician health care providers, at least one of whom is an individual physician, selected by such
130 health care providers who participate as shareholders in the ACO; and
131 3. One individual member with business expertise, selected by unanimous vote of the members
132 described by subdivisions 1 and 2.
133 E. If an ACO includes hospital-based physicians, one member of the board of directors shall be a
134 hospital-based physician.
135 F. The board of directors shall include at least three nonvoting members who represent the
136 community in which the ACO operates.
137 G. An individual shall not serve on the board of directors of an ACO if the individual has an
138 ownership interest in, serves on the board of directors of, or maintains an officer position with another
139 accountable care organization that provides health care services in the same service area as the ACO
140 or a physician or health care provider that (i) does not participate in the ACO and (ii) provides health
141 care services in the same service area as the ACO.
142 H. In addition to the requirements of subsection G, the board of directors of an ACO shall adopt a
143 conflict of interest policy to be followed by members.
144 I. The board of directors may remove a member of the board for cause. A member may not be
145 removed from the board without cause.
146 J. The organizational documents of an accountable care organization may not conflict with any
147 provision of this chapter.
148 § 32.1-376. Compensation advisory committee; sharing of certain data.
149 A. The board of directors of an ACO shall establish a compensation advisory committee to develop
150 and make recommendations to the board regarding charges, fees, payments, distributions, or other
151 compensation assessed for health care services provided by physicians or other health care providers
152 who participate as shareholders in the ACO. The committee shall include:
153 1. Two members of the board of directors, of which one member is the hospital-based physician
154 member if the ACO includes hospital-based physicians; and
155 2. If the ACO consists of physicians and other health care providers:
156 a. A physician who is not a participant in the ACO, selected by the physicians who are participants
157 in the ACO; and
158 b. A member of the board of directors selected by the other health care providers who participate in
159 the ACO.
160 B. An accountable care organization shall establish and enforce policies to prevent the sharing of
161 charge, fee, and payment data among nonparticipating health care providers.
162 C. The compensation advisory committee shall make recommendations to the board of directors
163 regarding all charges, fees, payments, distributions, or other compensation assessed for health care
164 services provided by a health care provider who participates as a shareholder in the ACO.
165 § 32.1-377. Certificate of authority from State Corporation Commission required.
166 A. An entity may not organize or operate an ACO in the Commonwealth unless the entity holds a
167 certificate of authority issued by the Commission pursuant to Chapter 64 (§ 38.2-6400 et seq.) of Title
168 38.2.
169 B. In addition, an entity may not organize or operate an ACO in the Commonwealth unless the
170 Department has found that:
171 1. With respect to health care services to be provided, the entity:
172 a. Has demonstrated the willingness and potential ability to ensure that the health care services will
173 be provided in a manner that:
174 (1) Increases collaboration among health care providers and integrates health care services;
175 (2) Promotes improvement in quality-based health care outcomes, patient safety, patient engagement,
176 and coordination of services; and
177 (3) Reduces the occurrence of potentially preventable events;
178 b. Has processes that contain health care costs without jeopardizing the quality of patient care;
179 c. Has processes to develop, compile, evaluate, and report statistics on performance measures
180 relating to the quality and cost of health care services, the pattern of utilization of services, and the
181 availability and accessibility of services; and.
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182 d. Has processes to address complaints made by patients receiving services provided through the
183 organization; and
184 2. The entity is in compliance with all regulations adopted by the Board.
185 § 32.1-378. Providing or arranging for services.
186 A. An ACO may provide or arrange for health care services through contracts with health care
187 providers or with entities contracting on behalf of participating health care providers.
188 B. An ACO shall not prohibit a physician or other health care provider, as a condition of
189 participating in the ACO, from participating in another ACO.
190 C. An ACO shall not use a covenant not to compete to prohibit a physician from providing medical
191 services or participating in another ACO in the same service area.
192 § 32.1-379. Payments by Department.
193 A. An ACO that is in compliance with this chapter and Chapter 64 (§ 38.2-6400 et seq.) of Title 38.2
194 may contract for and accept payments from the Department and distribute such payments to
195 participating health care providers for all or part of the cost of services provided or arranged for by
196 the ACO on the basis of the innovative payment methodology for which provision is made in the ACO's
197 contract with the Department.
198 B. In developing innovative payment methodologies, the Department may establish a gainsharing
199 payment model to be paid for services provided to the recipients enrolled in a health care delivery
200 system.
201 C. Innovative payment methodologies may include incentive payments to health care delivery systems
202 that meet or exceed annual quality and performance targets realized through the coordination of care.
203 D. A contract that provides for an ACO to receive and distribute gainsharing payments or other
204 innovative payment methodologies shall not be valid until the Department has approved a plan therefor,
205 which approval may be requested by the ACO at the time of certification or at any time within one year
206 after certification. An ACO may seek to amend its innovative payment plan at any time following the
207 plan's initial approval by submitting amendments to the Department for approval. The Department shall
208 approve only those innovative payment plans that promote improvements in health outcomes and quality
209 of care, as measured by objective benchmarks as well as patient experience of care; expanded access to
210 primary and behavioral health care services; and the reduction of unnecessary and inefficient costs
211 associated with care rendered to Medicaid beneficiaries. Criteria to be considered by the Department
212 shall include: (i) whether the plan promotes care coordination through multidisciplinary teams,
213 including care coordination of patients with chronic diseases and the elderly; expansion of the medical
214 home and chronic care models; increased patient medication adherence and use of medication therapy
215 management services; use of health information technology and sharing of health information; and use
216 of open access scheduling in clinical and behavioral health care settings; (ii) whether the plan
217 encourages services such as patient or family health education and health promotion, home-based
218 services, telephonic communication, group care, and culturally and linguistically appropriate care; (iii)
219 whether the gainsharing payment system is structured to reward quality and improved patient outcomes
220 and experience of care; and (iv) whether the plan funds interdisciplinary collaboration between
221 behavioral health and primary care providers for patients with complex care needs likely to
222 inappropriately access an emergency department and general hospital for preventable conditions. The
223 plan shall include an appropriate proposed time period beginning and ending on specified dates, which
224 shall be the benchmark period against which cost savings can be measured on an annual basis going
225 forward. Savings shall be calculated in accordance with a methodology that:
226 1. Identifies expenditures per recipient by the Medicaid fee-for-service program during the
227 benchmark period, adjusted for characteristics of recipients and local conditions that predict future
228 Medicaid spending but are not amenable to the care coordination or management activities of an ACO
229 which shall serve as the benchmark payment calculation;
230 2. Compares the benchmark payment calculation to amounts paid by the Medicaid fee-for-service
231 program for all such resident recipients during subsequent periods; and.
232 3. Provides that the benchmark payment calculation shall remain fixed for a period of three years
233 following approval of the plan.
234 E. The percentage of cost savings identified pursuant to an innovative payment methodology to be
235 distributed to the ACO and retained by the Commonwealth shall be identified in the plan and shall
236 remain in effect for a period of three years following approval of the plan. Such percentages shall be
237 designed to ensure that the Commonwealth can achieve meaningful savings and support the ongoing
238 operation of the program and that the ACO receives a sufficient portion of the shared savings necessary
239 to achieve its mission and expand its scope of activities.
240 F. Notwithstanding the provisions of this section to the contrary, the Department shall not approve
241 an innovative payment plan that provides direct or indirect financial incentives for the reduction or
242 limitation of medically necessary and appropriate items or services provided to patients under a health
243 care provider's clinical care in violation of federal law.
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244 G. The Department shall encourage ACOs to use innovative payment methodologies that:
245 1. Reimburse providers on the basis of health outcomes and quality measures instead of the volume
246 of care;
247 2. Hold ACOs and providers responsible for the efficient delivery of quality care;
248 3. Reward good performance;
249 4. Limit increases in medical costs; and
250 5. Use payment structures that create incentives to (i) promote prevention, (ii) provide
251 person-centered care, and (c) reward comprehensive care coordination using delivery models such as
252 patient-centered primary care homes;
253 H. The Department shall encourage ACOs to utilize alternative payment methodologies that move
254 from a predominantly fee-for-service system to payment methods that base reimbursement on the quality
255 rather than the quantity of services provided.
256 I. The Department shall assist and support ACOs in identifying cost-cutting measures.
257 § 32.1-380. Contracts for administrative or management services.
258 An ACO may contract with any person, including an affiliate, to perform administrative,
259 management, or any other required business functions on behalf of the ACO.
260 § 32.1-381. Quality and costs of health care services.
261 A. An ACO shall establish policies to improve the quality and control the cost of health care services
262 provided by participating health care providers that are consistent with prevailing professionally
263 recognized standards of medical practice. The policies shall include standards and procedures relating
264 to:
265 1. The selection and credentialing of participating health care providers;
266 2. The development, implementation, monitoring, and evaluation of evidence-based best practices and
267 other processes to improve the quality and control the cost of health care services provided by
268 participating health care providers, including practices or processes to reduce the occurrence of
269 potentially preventable events; and
270 3. The development, implementation, monitoring, and evaluation of processes to improve patient
271 engagement and coordination of health care services provided by participating health care providers.
272 B. The board of directors of an ACO shall establish a procedure for the periodic review of quality
273 improvement and cost control measures.
274 § 32.1-382. Complaints.
275 A. An ACO shall implement and maintain complaint systems that provide reasonable procedures to
276 resolve an oral or written complaint initiated by:
277 1. A patient who received health care services provided by a participating health care provider; or
278 2. A participating health care provider.
279 B. The complaint system for complaints initiated by patients shall include a process for the notice
280 and appeal of a complaint.
281 C. An ACO shall not take a retaliatory or adverse action against a health care provider who files a
282 complaint with a regulatory authority regarding an action of the ACO.
283 § 32.1-383. Rights of physicians.
284 A. Before a complaint against a physician under § 32.1-382 is resolved, or before a physician's
285 association with an ACO is terminated, the physician is entitled to an opportunity to dispute the
286 complaint or termination through a process that includes:
287 1. Written notice of the complaint or basis of the termination;
288 2. An opportunity for a hearing not earlier than the thirtieth day after receiving notice under
289 subdivision 1;
290 3. The right to provide information at the hearing, including testimony and a written statement; and
291 4. A written decision that includes the specific facts and reasons for the decision.
292 B. An ACO may limit a physician or group of physicians from participating in the ACO if the
293 limitation is based on an established development plan approved by the board of directors. Each
294 applicant physician or group shall be provided with a copy of the development plan.
295 § 32.1-384. Regulations.
296 The Board may adopt reasonable regulations as necessary and proper to implement the provisions of
297 this chapter.
298 § 32.1-385. Fees; assessments.
299 A. The Board shall, within the limits prescribed by this section, prescribe the fees to be charged and
300 the assessments to be imposed under this chapter.
301 B. An ACO shall pay to the Department:
302 1. An application fee in an amount determined by the Board; and
303 2. An annual assessment in an amount determined by the Board.
304 C. The Board shall set fees and assessments under this section in an amount sufficient to pay the
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305 reasonable expenses of the Department in administering this chapter, including the expenses incurred in
306 examining and reviewing ACOs. Fees and assessments imposed under this section shall be allocated
307 among ACOs on a pro rata basis to the extent that the allocation is feasible.
308 § 32.1-386. Enforcement actions.
309 A. After notice and opportunity for a hearing, the Board may:
310 1. Suspend or revoke a certificate of authority issued to an ACO under this chapter;
311 2. Seek the imposition of sanctions under §§ 32.1-27 and 32.1-27.1; or
312 3. Issue orders to require any person to comply with the provisions of any this chapter or any
313 regulations promulgated under this chapter. Any such order shall be issued only after a hearing with at
314 least30 days' notice to the affected person of the time, place and purpose thereof. Such order shall
315 become effective not less than 15 days after mailing a copy thereof by certified mail to the last known
316 address of such person.
317 B. The Board may take an enforcement action listed in subsection A against an ACO if the Board
318 finds that the ACO:
319 1. Is operating in a manner that is:
320 a. Significantly contrary to its basic organizational documents; or
321 b. Contrary to the manner described in and reasonably inferred from other information submitted
322 under § 32.1-377 or 38.2-6402;
323 2. Does not meet the requirements of this chapter or Chapter 64 (§ 38.2-6400 et seq.) of Title 38.2;
324 3. Cannot fulfill its obligation to provide health care services as required under its contracts with the
325 Department;
326 4. Has not implemented the complaint system required by § 32.1-382 in a manner to resolve
327 reasonable complaints;
328 5. Has advertised or merchandised its services in an untrue, misrepresentative, misleading, deceptive,
329 or unfair manner or a person on behalf of the ACO has advertised or merchandised the ACO's services
330 in an untrue, misrepresentative, misleading, or deceptive manner;
331 6. Has not complied substantially with this chapter or a regulation adopted under this chapter;
332 7. Has not taken corrective action the Board considers necessary to correct a failure to comply with
333 this chapter, any applicable provision of law, or any applicable rule or order not later than the thirtieth
334 day after the date of notice of the failure or within any longer period specified in the notice and
335 determined by the Board to be reasonable; or
336 8. Has or is utilizing market power in an anticompetitive manner, in accordance with established
337 antitrust principles of market power analysis.
338 § 32.1-387. Operations during suspension or after revocation of certificate of authority.
339 A. During the period a certificate of authority of an ACO is suspended, the ACO shall not:
340 1. Enter into a new contract with the Department; or
341 2. Advertise or solicit in any way.
342 B. After a certificate of authority of an ACO is revoked, the ACO:
343 1. Shall proceed, immediately following the effective date of the order of revocation, to conclude its
344 affairs;
345 2. Shall not conduct further business except as essential to the orderly conclusion of its affairs; and
346 3. May not advertise or solicit in any way.
347 C. Notwithstanding subsection B, the Board by written order may permit the further operation of the
348 ACO to the extent that the Board finds necessary to serve the best interest of the Department under its
349 contracts with the ACO.
350 § 32.1-388. Injunctions.
351 If the Board believes that an ACO or another person is violating or has violated this chapter or a
352 regulation adopted under this chapter, the Board may bring an action to enjoin the violation and obtain
353 other relief the court considers appropriate.
354 § 32.1-389. Notice of enforcement action.
355 The Department shall:
356 1. Report any enforcement action taken under this chapter to:
357 a. The relevant licensing or certifying agency or board; and
358 b. The U.S. Department of Health and Human Services National Practitioner Data Bank; and
359 2. Post notice of the action on the Department's website.
360 § 32.1-390. Applications for waivers and grants.
361 A. The Secretary shall submit an application for any necessary waivers, including, if applicable, a
362 waiver for state innovation pursuant to 42 U.S.C. § 18052, or other federal approval required to
363 implement this chapter.
364 B. The Secretary shall seek from the Office of the Inspector General in the U.S. Department of
365 Health and Human Services the following:
366 1. A waiver of the provisions of, or expansion of the safe harbors to 42 U.S.C. 1320a-7b and
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367 implementing regulations or any other necessary authorization the Secretary determines may be
368 necessary to permit certain shared risk and other risk-sharing arrangements among ACOs and health
369 care providers; and
370 2. A waiver of or exemption from the provisions of 42 U.S.C. § 1395nn(a) to (e) and implementing
371 regulations or other authorization the Secretary determines may be necessary to permit physician
372 referrals to other providers as needed to support the transition to and implementation of global and
373 alternative payment systems and formation of coordinated care organizations.
374 C. The Secretary shall apply for any applicable grant or demonstration under the Patient Protection
375 and Affordable Care Act, P.L. 111-148, or the Health Care and Education Reconciliation Act of 2010,
376 P.L. 111-152, that would further the purposes of or assist in the establishment of accountable care
377 organizations.
378 § 32.1-391. Federal approvals.
379 A. The Secretary may seek federal approval to:
380 1. Enroll in coordinated care organizations individuals who are dually eligible for Medicare and
381 Medicaid, integrate Medicare Advantage plans into ACOs, and implement the contracting procedures
382 and blended reimbursement methods for ACOs that include members who are dually eligible for
383 Medicare and Medicaid. The Secretary may not seek approval to alter any of the rights or benefits of
384 Medicare beneficiaries under Title XVIII of the Social Security Act;
385 2. Support the transition to and implementation of global and alternative payment systems and the
386 formation and utilization of coordinated care organizations in the medical assistance program; and
387 3. Permit the use and reimbursement of nontraditional personnel, such as community health workers,
388 personal health navigators, and peer wellness specialists, and permit delivery of health services,
389 supports, and supplies that have not traditionally been delivered through the Medicaid program.
390 B. The Department shall adopt regulations and execute contracts with ACOs as soon as practicable
391 following receipt of the necessary federal approval. The Secretary may provide for implementation in
392 stages.
393 CHAPTER 64.
394 CERTIFICATION OF ACCOUNTABLE CARE ORGANIZATIONS.
395 § 38.2-6400. Definitions.
396 As used in this chapter, unless the context requires a different meaning:
397 "Accountable care organization" or "ACO" has the same meaning ascribed to the term in § 32.1-370.
398 "Affiliate" means a person who controls, is controlled by, or is under common control with one or
399 more other persons.
400 "Department" means the Department of Medical Assistance Services.
401 "Medicaid" means the medical assistance services program operating in the Commonwealth pursuant
402 to Title XIX of the Social Security Act, 42 U.S.C. § 1396 et seq.
403 § 38.2-6401. Application for certificate of authority.
404 A. A person may apply to the Commission for and obtain a certificate of authority to organize and
405 operate an ACO.
406 B. An application for a certificate of authority shall:
407 1. Comply with all regulations adopted by the Commission pursuant to this chapter;
408 2. Be verified under oath by the applicant or an officer or other authorized representative of the
409 applicant;
410 3. Be reviewed by the Office of the Attorney General that is primarily responsible for enforcing the
411 antitrust laws of the Commonwealth and of the United States pursuant to § 2.2-515.3;
412 4. Demonstrate that the ACO contracts with a sufficient number of primary care physicians in the
413 accountable care organization's service area;
414 5. State that enrollees may obtain care from any health care provider in the ACO; and
415 6. Identify a service area within which health care services are available and accessible to enrollees.
416 C. Not later than 90 days after the date an applicant submits an application to the Commission
417 under this section, the Commission shall approve or deny the application.
418 D. The Commissioner by rule may:
419 1. Extend the date by which an application is due under this section; and
420 2. Require the disclosure of any additional information necessary to implement and administer this
421 chapter, including information necessary to antitrust review and oversight.
422 § 38.2-6402. Requirements for approval of applications.
423 A. The Commission shall issue a certificate of authority on payment of the application fee prescribed
424 by § 38.2-6407 if the Commission finds that:
425 1. The applicant meets the requirements of § 38.2-6401;
426 2. The applicant maintains working capital and reserves sufficient to operate and maintain the ACO
427 and to arrange for services and expenses incurred by the ACO, which amounts shall be set by
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428 regulation;
429 3. The applicant's proposed ACO is not likely to reduce competition in any market for physician,
430 hospital, or ancillary health care services due to:
431 a. The size of the ACO; or
432 b. The composition of the ACO, including the distribution of physicians by specialty within the ACO
433 in relation to the number of competing health care providers in the ACO's geographic market; and
434 4. The pro-competitive benefits of the applicant's proposed ACO are likely to substantially outweigh
435 the anticompetitive effects of any increase in market power.
436 B. If the Commissioner determines that an application for a certificate of authority filed under this
437 chapter complies with the requirements of subdivisions A 3 and 4, the Commission shall forward the
438 application, and all data, documents, and analysis considered by the Commissioner in making the
439 determination, to the Attorney General for review pursuant to § 2.2-515.3.
440 C. A certificate of authority is effective for a period of one year.
441 § 38.2-6403. Denial of application for certificate.
442 A. The Commission shall not issue a certificate of authority if the Commission determines that the
443 applicant's proposed plan of operation does not meet the requirements of § 38.2-6402.
444 B. If the Commission denies an application for a certificate of authority under subsection A, the
445 Commission shall notify the applicant that the plan is deficient and specify the deficiencies.
446 § 38.2-6404. Renewal of certificate of authority.
447 A. Not later than the 180th day before the one-year anniversary of the date on which an ACO's
448 certificate of authority was issued or most recently renewed by the Commission, the ACO shall file with
449 the Commission an application to renew the certificate.
450 B. An application for renewal shall:
451 1. Be verified by at least two principal officers of the ACO; and
452 2. Include:
453 a. A financial statement of the ACO, including a balance sheet and receipts and disbursements for
454 the preceding calendar year, certified by an independent certified public accountant;
455 b. A description of the service area of the ACO;
456 c. A description of the number and types of health care providers participating in the ACO;
457 d. An evaluation of the quality and cost of health care services provided by the ACO;
458 e. An evaluation of the ACO's processes to promote evidence-based medicine, patient engagement,
459 and coordination of health care services provided by the ACO;
460 f. The number, nature, and disposition of any complaints filed with the ACO under § 32.1-382; and
461 g. Any other information required by the Commission.
462 C. If a completed application for renewal is filed under this section:
463 1. The Commission shall conduct a review under § 38.2-6402 as if the application for renewal were
464 a new application, and, on approval by the Commission, the Attorney General shall review the
465 application under § 2.2-515.3 as if the application for renewal were a new application; and
466 2. The Commission shall renew or deny the renewal of a certificate of authority at least 20 days
467 before the one-year anniversary of the date on which an ACO's certificate of authority was issued.
468 D. If the Commission does not act on a renewal application before the one-year anniversary of the
469 date on which an ACO's certificate of authority was issued or renewed, the ACO's certificate of
470 authority expires on the ninetieth day after the date of the one-year anniversary unless the renewal of
471 the certificate of authority or determination of approval, as applicable, is approved before that date.
472 E. An ACO shall report to the Commission a material change in the size or composition of the ACO.
473 On receipt of a report under this subsection, the Commission may require the ACO to file an
474 application for renewal before the date required by subsection A.
475 § 38.2-6405. Insurance, reinsurance, indemnity, and reimbursement.
476 An ACO may contract with an insurer authorized to engage in business in the Commonwealth to
477 provide insurance, reinsurance, indemnification, or reimbursement against the cost of health care
478 services provided by the ACO. This section does not affect the requirement that the ACO maintain
479 sufficient working capital and reserves.
480 § 38.2-6406. Regulations.
481 The Commission may adopt reasonable regulations as necessary and proper to implement the
482 provisions of this chapter.
483 § 38.2-6407. Fees.
484 A. The Commission shall prescribe the fees to be charged and the assessments to be imposed under
485 this section.
486 B. An ACO shall pay to the Commission an application fee in an amount determined by Commission
487 regulation and an annual assessment in an amount determined by Commission regulation.
488 C. The Commission shall set fees and assessments under this section in an amount sufficient to pay
489 the reasonable expenses of the Commission in administering this chapter, including the direct and
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490 indirect expenses incurred in examining and reviewing ACOs. Fees and assessments imposed under this
491 section shall be allocated among ACOs on a pro rata basis to the extent that the allocation is feasible.
492 § 38.2-6408. Examinations.
493 A. The Commission may examine the financial affairs and operations of any ACO or applicant for a
494 certificate of authority under this chapter.
495 B. An ACO shall make its books and records relating to its financial affairs and operations available
496 for an examination by the Commission.
497 C. On request of the Commission, an ACO shall provide to the Commission:
498 1. A copy of any contract, agreement, or other arrangement between the ACO and a health care
499 provider; and
500 2. A general description of the fee arrangements between the ACO and the health care provider.
501 D. The Commission may disclose the results of an examination conducted under this section or
502 documentation provided under this section to a governmental agency that contracts with an ACO for the
503 purpose of determining financial stability, readiness, or other contractual compliance needs.
504 § 38.2-6409. When licensure requirements waived.
505 Notwithstanding any requirement of this title to the contrary, an ACO shall not be required to obtain
506 licensure from the Commission as an insurer or health maintenance organization when providing health
507 care services to Medicaid beneficiaries.
508 § 38.2-6410. Financial reporting requirements.
509 The Commission shall establish financial reporting requirements for ACOs. The Commission shall
510 prescribe a reporting procedure that elicits sufficiently detailed information for the Commission to
511 assess the financial condition of each ACO and that enables the Commission to verify that the ACO's
512 reserves and other financial resources are adequate to ensure against the risk of insolvency.
513 § 38.2-6411. Use of insurance-related terms by ACO.
514 An ACO shall not use in its name, contracts, or literature the following words or initials:
515 "insurance"; "casualty"; "surety"; "mutual"; "health maintenance organization"; or "HMO." In addition,
516 an ACO shall not use in its name, contracts, or literature any other words or initials that are (i)
517 descriptive of the insurance, casualty, surety, or health maintenance organization business or (ii)
518 deceptively similar to the name or description of an insurer, surety corporation, or health maintenance
519 organization engaging in business in the Commonwealth.
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