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(PCaII for Regulation of HMOs by Legislation ﬁiﬁ]%ﬂ@ﬁ%w

Following the two discussion sessions with the LegCo Panel on Health REAARE_AM=ARVERFASHER
Services in February and March 2006 and the meeting with the Secretary for ST S BRI E A B RS BR B
Health, Welfare & Food, Dr. York CHOW, on 6 April 2006, a working group has B PR i @
: ; eYRRER—SELREEAEEREENE
been appointed by the Department of Health to look into the ways and means o P S o T 46 P8 3
: ; N . ; . B 2tk mEEREEe—ELEMIRE
of regulating health maintenance organizations or medical groups with a view A4 e A B T+ (e PR 2
to bringing them into level playing field with registered medical practitioners. o BRI igi_% ; o2k o ity A
The Association's views (as follows) were submitted to the Department of E%Eﬁ%‘é‘g@@ B o ;EEE?ZEH%EE
Health for the reference of this working group. A meeting with the Department (E’FS‘(})_ RXBERFRSS § AEEDR
of Health was held on 29 May 2006 to present our views in more detail. HABEREENEE L - AERMANERE -

26 May 2006

Dr. York Y.N. Chow, SBS, JP
Secretary for Health, Welfare & Food
Health, Welfare & Food Bureau

29/F, Murray Building

Garden Road

Hong Kong

Dear Dr. Chow,
Regulation of HMO/Medical Groups by Legislation

As suggested by you during a dinner meeting with us in early April, our Association has now come up with some
suggestions on how to regulate the HMOs or medical groups by legislation and herein submit them to you for
consideration.

| Background

As rightly pointed out in the government's discussion paper, LC Paper No.CB(2)1036.05-06(05), presented to LegCo Panel
on Health Services, there is no universally accepted definition of HMO. However, the managed care groups that concern
us most usually have their business model in the following forms:

1. Incorporated Company Model - The managed care group is in the form of an incorporated company, the owners
of which may or may not be doctors. These companies provide medical services with or without other associated
services to patients directly through their doctor employees. This business model may be seen as an
incorporated form of medical practice where doctors are under complete control by their employers. In this
model, the doctor would lose their professional autonomy and may be forced to practice substandard or unethical
medicine.

2. Agent model - In this case the managed care group is just an ordinary company with a valid business registration,
which has contracted with individual physicians to provide services for members of its plans. These companies
would not provide direct medical services to patients. In fact, they act as agents between patients and doctors.
Their mode of sales practice, their lack of transparency of the scope of benefits provided and price disputes are
our main concern. These companies may:

(i)- receive a fixed prepaid capitation fee from clients and then contract out the mrediéalisie'r'vices- to individual
doctors and reimburse them retrospectively, charging an "administrative fee" from the doctors, without the
patient knowing about it; or feg Pl LR ™

(i) just receive a fix "entrance fee" and an "annual subscription" from patients in exchange for a list of doctors who
are willing to offer discounts to these patients who would pay these contract doctors directly with each visit.

Both business models listed above are not under any regulations. The Medical Council had explicitly stated at a meeting '
of the LegCo Panel on Health Services that with the existing Medical Registration Ordinance (Cap. 161), nothing could be
done against these managed care groups.

Our Suggestion

Our suggestion is to put these managed care groups under control by legislation. And, we consider that the Medical
Council is in the best position to act as the Authority overseeing these groups, to ensure all individuals or
incorporations, which provide medical services directly or indirectly will perform with the same standard as individual
medical practitioners and compete on a level playing field with them. /

In order to put the incorporated companies under the jurisdiction of the Medical Council, there has to be a section in the
Medical Registration Ordinance (Cap. 161) with the provisions for incorporation of Medical Companies, similar to
Section 12 (Dental Companies) of the Dentists Registration Ordinance (Cap 156), which stipulates:

(1) A body corporate may carry on the business of dentistry if-

(a) it carries on no business other than dentistry or some business anéiﬂé_ry to the business of dentnst:y,
and

(b) a majority of the directors and all persons practising Eénﬁstry are registeré-d 7denitists:




Provided that a body corporate which was carrying on the business of dentistry before the date of commencement of
this Ordinance shall not be disqualified from carrying on the business of dentistry under this section by reason only that
it carries on some business other than dentistry or a business ancillary to that business, if that other business is a
business which the body was lawfully entitled at the date of coming into operation of this Ordinance to carry on.

(2) Save as aforesaid it shall not be lawful for any body corporate to carry on the business of dentistry, and any body
corporate which carries on the business of dentistry in contravention of the provisions of this section and every
director and manager thereof, subject to subsection (2A), commits an offence and is liable on summary conviction
to a fine of $2,000 for each offence. (Amended 68 of 1986 s. 11)

(2A) Where a person is charged with an offence under subsection (2) by reason of being a director or manager, it shall
be a defence for him to prove that the offence alleged to be committed by the body corporate was committed
without his knowledge. (Added 68 of 1986 s. 11)

(3) Every body corporate carrying on the business of dentistry shall within 7 days of 1 January in every year transmit to
the Registrar a statement in the prescribed form containing the names and addresses of all persons who are
directors or managers of the company, or who perform dental operations in connection with the business of the
company, and, if any such body corporate fails so to do, it shall be deemed to be carrying on the business of
deniistry in contravention of the provisions of this section.

(4) Nothing in this section shall prevent the carrying on of the business of dentistry by the operating staff of any
hospital of any description (including an institution for out-patients only), or of any dental school, which is
approved for the purposes of this section by the Chief Executive in Council. (Amended 37 of 2000 s. 3)

The Medical Registration Ordinance could be amended to add provisions for an incorporated company to carry out
the business of providing medical services, including any medical diagnosis, prescription of any medical treatment
or performing any medical treatment (including surgery) in relation to a person. The company should be registered
with the Registrar of the Medical Council to get a licence and the licensee should be a registered medical
practitioner with a valid practising certificate. The licensee would be held responsible for all the operations of the
company. The Medical Council would set up appropriate codes of practice for this kind of companies to ensure
that they are performing in the same standard as individual medical practitioners. It would be desirable to specify
that the majority of directors of a body corporate should be registered medical practitioners as well, as provided in
the Dentists Registration Ordinance (Cap 156).

However, the above legislation may be insufficient to control companies, which do not carry out the business of providing
medical services; as described in the "Agent model" above. In these cases, we suggest the bureau could take reference
from the Estates Agents Ordinance (Cap 511). Section 15(2) of the Estates Agents Ordinance stipulates that:

(1) Subject to this Ordinance, an individual shall not, either by himself or as a member of a partnership -

(a) exercise or carry on or advertise, notify or state that he exercises or carries on, or is willing to exercise or carry
on, the business of doing estate agency work as an estate agent; or

(b) act as an estate agent; or

(c) in any way_hold himself out fo the public as being ready to undertake, whether or not for payment or other
remuneration (whether monetary or otherwise), estate agency work as an estate agent, unless he is a licensed
estate agent

(2) Subject to this Ordinance, a company shall not-

(a) exercise or carry on or advertise, notify or siate that it exercises or carries on, or is willing to exercise or
carry on, the business of doing esiate agency work as an estate agent; or

(b) act as an estate agent; or

(c) in any way hold itself out to the public as being ready to undertake, whether or not for payment or other
remuneration (whether monetary or otherwise), estate agency work as an estate agent,
unless it is a licensed estate agent.

There could be a section in the Medical Registration Ordinance prohibiting any individual or company to exercise
or carry on or advertise, notify or state that it exercises or carries on, or is willing to exercise or carry on; or in any
way hold itself out to the public as being ready to undertake, whether or not for payment or other remuneration
(whether monetary or otherwise), the business of providing medical services; whether directly or indirectly through
contracts or agreements with companies or registered medical practitioners, unless it has registered with the
Medical Council. And the licensee should also be a registered medical practitioner with valid practising certificate.
The proportion of directors may also be similarly specified as in the suggested section for Medical Companies.
This new suggested section could be combined or adjacent to Section 28 of the Medical Registration Ordinance (Cap161)
"Unlawful use of title etc. and practice without registration".

Our purpose is to put these medical groups under the jurisdiction of the Medical Council. It is more desirable, more
efficient and more cost effective than to enact a new legislation and try to put these groups under the jurisdiction of any
other government departments. And, it could be done much faster.

We sincerely hope that you could consider our suggestion carefully. We are more than happy to answer any question or
hear your feedback. Please feel free to contact our secretariat for any further communications. Thank you.

Yours sincerely,
Dr. CHOI Kin
President
The Hong Kong Medical Association
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Dr. LAM Tzit Yuen's response:
HEXBERERE
1. Dr. CHOW should listen to the representative of the

various doctors and dentists association because these
are the people who face patients everyday and take care
of their health. These are the people who understand
the pros and cons of each business model of the HMOs.

AREEPEREE/ FRABKENER - AtfES

. The high quality of medical care provided through HMOs

are the diligence of DOCTORS and has nothing to do
with the insurance companies, or the businessmen.
Sometimes this diligence is taken to the financial
detriment of the doctors.

s EEIR N BEREERGENEAY - FEEED
£ o RREREBAT AR - BERRTEHXK
EEERT - EENERERHOWA -

. The so-called quality assurance boasted by the HMOs

are "customer services', which has little bearing on the
professional standard of medical care. No HMO has
Medical Audit.

semEl O hBRENRERE RESERERE - M8
ﬁ%gﬂﬁ%%%ﬁ%% c BE—HEEEEHEBETERS

professional autonomy from potential intervention of
employer HMOs and payers.

ENBs prE MR EsG S TR ANEEL T - BREN
MR R A EA R EE - B RAATHEE IR o RiE
(R A AR S T BUFM ARSI ET AT LUR
RE o+ LURHIE B8 AR e M R e H M (R ST

. Transparency of fees is crucial. End users of healthcare

should be well informed how their dollar is spent on their
treatment and how much is grabbed by businessmen.
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A meeting on the discussion on the regulation of HMOs was organized by
the Health Welfare and Food Bureau and chaired by Dr. York CHOW at
4:30pm on August 24, 2006 at Murray Building, Central, Hong Kong. Dr.
LAM Tzit Yuen and Dr. TSE Hung Hing reported on what were transpired at
the meeting.

The Insurance Industry did not consider it necessary to regulate the
activities of HMOs because of a high prevailing quality of medical care
provided by them. Most HMO representatives boasted the presence of a
variety of internal control and claimed the presence of a hierarchy of
supervision of senior doctors overseeing junior doctors.
indirectly that the measures in place were on customer services and areas
other than professional standard and hinted that professional standard of
doctors are left to the control of the Medical Council of Hong Kong. Some
boasted they encouraged their doctors to pursue higher qualifications and
CME. All HMOs present maintained they have not intruded into doctors'
professional autonomy.

They admitted

(PRegulating Health Maintenance Organizations ﬁ%gﬁ;qﬁ

HrEEIRenRRr _SFRENR TN T
DB R R ER AR BIEE SR TR
£E - 2RHERREREN - THESSNE
MEZBANHBEBEREGANTREIER

T

REFSATESENEXE TR

Dr. H.H. TSE's comments

B EEARERE

1. It is nice to hear the principle of the government is to
treat group practices and solo practices in exactly the
same way. But the current situation is far from this
principle.” These medical groups or HMOs are not
under any regulation.

1R S BUR A9 R R 2 3% B BR 08 N7 # 3 A 5
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2. In the evidences presented by the representatives of

HMOs in the meeting, it was repeatedly pointed out
that all the front line doctors or employees have their
own professional indemnity insurances, which mean
that they have to bear their own professional liability.
And they all claimed that there were no contractual
arrangements or written agreements that would affect
the management of patients by the employee doctors
or front line doctors. Yet there were "guidelines’,
“internal CMEs" or "quality assurance measures"
imposed on these doctors. Who knows what these
guidelines are? Would these "guidelines" etc. affect
the way these doctors practice? Yet the liabilities were
only on the employees or front line doctors.

BEE CREEMARIMRUOEN - IEREIRIE
HTEHELNSLEARERVNEXAEHR - AIK

. If the HMOs have not intruded into doctors' professional THAER B e R EANSEESE - MATEAREERE
autonomy at the moment, it was a respect out of their BEAMNASHNEES AT ESnaRTEELEHRA
goodwill. Goodwill may be withdrawn anytime. In order | WEHZE - EREMERTEE—E "HEal, ~ TH
to perpetuate the non-interference of professional | WEE, o TREREEGE, SMEERES o BE
autonomy, regulations must be laid down to protect ke Ties|, 2{tEER bl
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3. The issue of whether to regulate the HMOs or not had

already been concluded in the Health panel of the
Legislative Council in March 2006. HKMA would be
more than happy to assist the government to formulate
rules or legislations to regulate the medical groups or
HMOS. To re-visit the issue of whether or not to
regulate the HMOs is a waste of everybody's time.

WEEREAAEE « BEREGEHSES DS EAHERREMAEER _ ST E = AEEnE
e R REs B i e e e P G
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HYESeE -

EMEAEEHEEAREEEEREARNRA -

ReARBEREEFMEMNERRBER—1
HERAE - LR RSERERREEEFN
BE - ARHEREENARBEAREERS
FENIRE - TRBMFAAERSEEENR
B4 o ALAINIR MBI ML EHETS
FAFRES - 2B IRANEREREM
YRR L L thIEF KT AR - ENFEX
KFARSREES RS RRER - TEERER

After hearing all the presentations, Dr. York CHOW concluded:
EENFEERE  A—BRRALUTEE

@ Healthcare is not an entirely commercial entity.
provided as a service.

sl IE—IEAPRERERE - BEFA—ERY -
® There exists different models of healthcare business and a

healthy competition should be allowed.
A RS FRIEED - BB RIUEARD -

It should be @ Clear transparency of professional practice is crucial.

HHERERBRIFNEBETDER -

® Whether the control of HMO is by an extension of the function of
MCHK or otherwise is to be decided.
SREASTHARTERHZEERE  BERME—STm -






