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QUESTION 1

SoundCare Health Services, a health plan, recently conducted a situation analysis. One step in this analysis required
SoundCare to examine its current activities, its strengths and weaknesses, and its ability to respond to potential threats
and opportunities in the environment. This activity provided SoundCare with a realistic appraisal of its capabilities. One
weakness that SoundCare identified during this process was that it lacked an effective program for preventing and
detectingviolations of law. SoundCare decided to remedy this weakness by using the 1991 Federal Sentencing
Guidelines for Organizations as a model for its compliance program. 

By definition, the activity that SoundCare conducted when it examined its strengths, weaknesses, and capabilities is
known as 

A. An environmental analysis 

B. An internal assessment 

C. An environmental forecast 

D. A community analysis 

Correct Answer: B 

 

QUESTION 2

Health plans are allowed to appeal rules or regulations that affect them. Generally, the grounds for such appeals are
limited either to procedural grounds or jurisdictional grounds. The Kabyle Health Plan appealed the following new
regulations: 

Appeal 1 - Kabyle objected to this regulation on the ground that this regulation is inconsistent with the law. 

Appeal 2 - Kabyle objected to this regulation because it believed that the subject matter was outside the realm of issues
that are legal for inclusion in the regulatory agency\\'s regulations. 

Appeal 3 - Kabyle objected to the process by which this regulation was adopted. 

Of these appeals, the ones that Kabyle appealed on jurisdictional grounds were 

A. Appeals 1, 2, and 3 

B. Appeals 1 and 2 only 

C. Appeals 1 and 3 only 

D. Appeals 2 and 3 only 

Correct Answer: B 

 

QUESTION 3

Congress enacted three clauses relating to the preemptive effect of the Employee Retirement Income Security Act of
1974 (ERISA). One of these clauses preserves from ERISA preemption any state law that regulates insurance, banking,
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or securities, with the exception of the exemption for self-funded employee benefit plans. This clause is called the 

A. Savings clause 

B. Preemption clause 

C. Deemer clause 

D. De novo clause 

Correct Answer: A 

Explanation: The savings clause preserves from preemption any state law that regulates insurance, banking or
securities except as provided by the deemer clause. 

 

QUESTION 4

The Tidewater Life and Health Insurance Company is owned by its policy owners, who are entitled to certain rights as
owners of the company, and it issues both participating and nonparticipating insurance policies. Tidewater is
considering converting to the type of company that is owned by individuals who purchase shares of the company\\'s
stock. Tidewater is incorporated under the laws of Illinois, but it conducts business in the Canadian provinces of Ontario
and Manitoba. 

Tidewater established the Diversified Corporation, which then acquired various subsidiary firms that produce unrelated
products and services. Tidewater remains an independent corporation and continues to own Diversified and the
subsidiaries. In order to create and maintain a common vision and goals among the subsidiaries, the management of
Diversified makes decisions about strategic planning and budgeting for each of the businesses. 

In creating Diversified, Tidewater formed the type of company known as 

A. A mutual holding company 

B. A spin-off company 

C. An upstream holding company 

D. A downstream holding company 

Correct Answer: D 

 

QUESTION 5

Greenpath Health Services, Inc., an HMO, recently terminated some providers from its network in response to the
changing enrollment and geographic needs of the plan. A provision in Greenpath\\'s contracts with its healthcare
providers states that Greenpath can terminate the contract at any time, without providing any reason for the termination,
by giving the other party a specified period of notice. 

The state in which Greenpath operates has an HMO statute that is patterned on the NAIC HMO Model Act, which
requires Greenpath to notify enrollees of any material change in its provider network. As required by the HMO Model
Act, the state insurance department is conducting an examination of Greenpath\\'s operations. The scope of the on-site
examination covers all aspects of Greenpath\\'s market conduct operations, including its compliance with regulatory
requirements. 
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With respect to the type of change that constitutes a material change under the HMO Model Act\\'s disclosure
requirements, the termination of one healthcare provider from Greenpath\\'s provider network 

A. Always qualifies as a material change in the plan, and Greenpath must report the change to all plan enrollees 

B. Always qualifies as a material change in the plan, and Greenpath must report the change to only those plan enrollees
who have received care from the terminated provider 

C. Qualifies as a material change in the plan only if the provider is a primary care provider, and in such a case
Greenpath must report the change to all plan enrollees 

D. Qualifies as a material change in the plan only if the provider is a primary care provider, and in such a case
Greenpath must report the change to only those plan enrollees who receive primary care from the terminated provider 

Correct Answer: D 
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