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ARIZONA STATE SENATE 
Fifty-First Legislature, Second Regular Session 

 
AMENDED 

FACT SHEET FOR S.B. 1404 
 

direct care plans; insurance; exemption 
 
Purpose 
 
 Stipulates a direct primary care provider plan does not constitute the transaction of 
insurance and is not subject to regulation by the Department of Insurance (DOI) if the plan does 
not assume financial risk as outlined.  
 
Background 
 
 A health care services organization (HCSO) is defined as any person that undertakes to 
conduct one or more health care plans.  Unless the context otherwise requires, health care 
services organization includes a provider sponsored health care services organization.  A person 
wanting to establish or operate a HCSO is required to obtain and maintain a certificate of 
authority that costs $40-$115.  DOI is required to deposit such fees into the state General Fund.  
A health care plan means any contractual arrangement whereby any HCSO undertakes to 
provide directly or arrange for all or a portion of contractually covered health care services and 
to pay or make reimbursement for any remaining portion of the services on a prepaid basis 
through insurance or otherwise (A.R.S. § 20-1051).   
  
 According to the American Association of Retired Persons (AARP), direct primary care 
is a model where doctors do not accept medical insurance and patients pay directly for the health 
care via a monthly “membership” and possibly co-payments.  AARP asserts that within a direct 
primary care model, the monthly membership fee is typically $50 to $80, appointments are 
longer and doctors are often accessible by phone or email, with some even making house calls.  
AARP cites three reasons for the increase in direct primary care models including money, 
freedom and better care to patients (aarp.org).   
 

If there are currently direct primary care provider plans that are designated as HCSOs, the 
state General Fund would be negatively impacted by an amount corresponding to the fees 
collected for such plans.   
 
Provisions 
 
1. Declares that a direct primary care provider plan (plan) does not constitute the transaction of 

insurance business or a HCSO for purposes of insurance regulation, providing the plan does 
not assume financial risk or agree to indemnify for services provided by a third party. 
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2. Allows a direct primary care provider to arrange for primary health care for Arizona 

enrollees. 
 

3. Allows a plan to provide a written disclaimer with all materials distributed by or on behalf of 
the plan as outlined that expresses that:  1) the organization facilitating the plan is not an 
insurance company; 2) the guidelines are not an insurance policy; 3) participation in the plan 
should not be considered insurance; and 4) the patient is always personally responsible for 
additional medical expenses incurred. 

 
4. Defines direct primary care provider plan, enrollee, primary care provider and primary 

health care. 
 

5. Becomes effective on the general effective date.  
 
 
Amendment adopted by Committee of the Whole 
 

1. Stipulates a plan does not constitute insurance if it does not assume financial risk or agree 
to indemnify for services provided by a third party. 

 
2. Allows, rather than requires, a plan to provide the disclaimer to consumers and modifies 

the definition of direct primary care provider plan. 
 
Senate Action 
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