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BARTLETT MEMORIAL HOSPITAL

3260 HOSPITAL DRIVE - JUNEAU, ALASKA 99801 - TELEPHONE (907) 586-2611

October 11, 1990

Senator Jim Duncan, Chair

Health Care Cost Containment Task Force
Alaska State Senate

Box V

Juneau, AK 99811

Subject: Utilization Review Legislation

Dear Senator Duncan:

As the task force continues its work to understand and
impact some of the factors that influence the cost of health
care in Alaska, we would urge that you continue to consider
the issue of utilization review standards. In the last
-legislative session d bill (SB 550) was introduced to £ry and
address at least some of the important issues. We are
supportive of the concepts in this legislation and feel that
establishing utilization review standards will:

1) Improve communication and cooperation between
providers and utilization review agents.

2) Assure that reasonable standards are adhered to 1in
conducting utilization reviews.

3) Promote the delivery of quality, cost effective
health care.

We thank you for your consideration of this along with

other important matters. Please contact us if you have
questions or need additional information.

Sincerely,

Garth M. Hamblin
Controller

GMH/mem

cc: Task Force Members
Ray Gillespie
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H ospital & Nursing Home
ASSOCIATION

ALASKA STATE

March 20, 1991

Senator Arlis Sturgulewski, Chair

Committee on Health & Social
Services

Alaska State Senate

JuneairAKe99801dinS$ Re: Utilization Review Legislation

Dear Senator Sturgulew ski:

The Association would like to see legislation introduced
to license and regulate utilization review organizations.

As you know, the major reason for this legislation is to
protect patients by making sure the "quality" of care is not jeopardized
because of cost containment efforts by insurers and utilization review
organizations.

Alaska hospitals do not feel the legislation need be
cumbersome, or punitive, rather that it should assure physicians and
hospitals that the individuals doing the review are qualified, that all
private UR organizations reviewing patient care in Alaska are registered
with the state, that the hours of availability and the response to inquiries
are timely, thct there is an appeals mechanism and that specialty physician
review is available under appropriate circumstances.

ldeally this would be done on a volunteer basis, but that
appears doubtful.

Enclosed is a summary of state "private utilization review"
statutes as of October, 1990.

. We appreciate the opportunity to work with you on this
issue.

Sincerely

Harlan R. Knudson
President/CEOQ

cc. ASHNHA Executive/Legislative Committees
Mr. Ray Gillespie
Mr. Rick Urion

319 Siward Street #1.1 + Juneau, AK 99801 +(907) 586-/1790 « Fax (907) 463-3573
[tK HosprfO't y-/J(jnb/ntj .
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Alaska State legislature PA H3ANKS
1098 LAKEVIEW TERRACE

REPRESENTATIVE FAIRBANKS. ALASKA 99701
MARK BOYER 19071 456-6473
HOUSE FINANCE COMMITTEE JUNEAU
P.O. BOX V

STATE CAPITOL
JUNEAU, ALASKA 99811

$ousc of ftepresentattUcs 1907) 465-3456
MEMORANDUM
DATE April 14, 1991
T0 Representative Pat Carney, Co-chair

Representative Georgianna Lincoln, Co-chair
House HESS Committee

FROM Representative Mark Boyar 10

RE: Scheduling of HB 269 - Utilization Review

I would like to respectfully request that you schedule HB 269,
providing for the licensing and regulation of private health

care review agents, at your earliest convenience. The bill 1is
commonly referred to as the utilization review legislation.

The Senate Health, Education and Social Services Committee has
introduced an 1identical bill, SB 239. A similar bill, SB 550,
was introduced at the end of the legislative session last
year. This legislation has the support of the Alaska State
Hospital and Nursing Home Association.

The main reason for HB 269 1is to protect patients from
increasing health costs and to make sure that the quality of
care is not hampered by cost containment measures by 1insurers
and utilization review organizations. As a natural outgrowth
of cost containment and other pressure on our health care
system, more reliance will be placed upon utilization review
practices and many providers are concerned that in the absence
of uniform standards and Jlicensing that patients with
legitimate health care needs may not receive them.

The bill would provide for the licensing and regulation of
private health care review agents. A health care review agent
would not be allowed to perform a utilization review in Alaska
without a license. Utilization review (UR) refers to the
determination of medical necessity of services prior to or
during receipt of the services. It does not include reviews
after the services have been rendered.

Under this legislation, the Department of Commerce and
Economic Development (DCED) would periodically provide a list
of licensed private review agents to all hospitals and to any
other individuals or organizations requesting the list.

Sp on so T 31
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A private review agent cannot disclose or publish individual
medical records or other confidential information. However,
they may provide patient information to a third party that
they are under contract with or with which they are
affiliated.

The section of the bill requiring the DCED to adopt
regulations governing licensing requirements would take effect
the day after the bill is signed into law. AlIl other sections
of the bill take effect 90 days after the bill is signed.

Twenty-six states are expected to look at utilization review
legislation this year. Ten states have enacted legislation
regulating the practice of private utilization review agents.
Typically the legislation requires companies conducting
utilization review to obtain a certification either from the
State Department of Health or the Commissioner of Insurance.
Generally, in order to be certified, a utilization review firnm
must submit certain information to show:

1) the criteria and procedures used in evaluating
hospital and medical care;

2) the type and qualifications of personnel performing
utilization review;

3) procedures and policies ensuring that a private review
agent is reasonably accessible to patients and
providers during normal business hours;

4) submit policies and procedures ensuring the
applicable state and federal laws protecting
confidentiality are followed; and

5) procedures that ensure providers may seek
reconsideration of adverse decisions.

As a member of the Health Care Cost Containment Task Force |
am deeply committed to reducing the steep incline in the cost

of health care for Alaskans. I am also committed to providing
greater access to basic care for all Alaskans. Sometimes
these goals appear <contradictory. But the bottom line

remains, we must work to make sure that our health safety net
catches as many Alaskans as possible at the best rate for the
state and consumers at a reimbursement rate that continues to
adequately compensate providers. HB 269 is a piece of this
safety net.

IfT you have additional questions and comments please contact
me or my staff person, Alexis Miller, at 465-3467. Thanks for
your early scheduling of HB 269.



LAKESIDE

RECOVERY CENTERS, INC.
JUNEAU

April 18, 1991

Representative Pat Carney
Co-Chair House H.E.S.S.
Pouch V

Juneau, AK. 99811

Dear Pat,

It is with regrets that | will be unable to testify at your committee's
hearing on House Bill 269. By way of background, 1 administrate the local
Lakeside Recovery Outpatient Drug and Alcohol Clinic here in Juneau. Lakeside
is a private for profit regional based corporation which has 1its" corporate
offices in Bothell, Washington. We have four outpatient clinics in the state
of Alaska and have provided services to the chemically dependent population in
this state for eight years. The locations of these four centers are Fairbanks,
Anchorage, Juneau, and Ketchikan. The regulation of utilization review has been
and continues to be an important issue for treatment providers, such as Lakeside,
to be concerned about.

Many people in need of alcohol and drug treatment are now being denied access
to the proper level of care and sometimes any treatment at all because of
inappropriate decisions by utilization review rrograms. There are currently no
statutes or regulations that govern the operations of utilization review programs
by insurance companies and health care companies. As a result, there are many
national and regional corporations conducting private reviews, most applying
different criteria for coverage. Most criteria do not reflect the professional
norms for delivery of care. Among the growing list of problems for patients and
providers generated by private utilization review entities are the following;

1. Most companies call their standards of care proprietary and will
not share them with either the patient or provider until after the
patient has commenced treatment and is denied coverage.

2. Review entities invent continuums of care that exclude customary
and statutorily defined modalities, such as requiring patients fail
at one modality before receiving the medically prescribed treatment.

3. The reviewing agent often utilizes personnel without training or

qualifications 1in the illnesses about which they make critical
decisions on access to care, level of care and length of stay.

3412 Glacier Highway < Juneau, Alaska 99801 « (907)780-4948



4, The .review agent may be inaccessible for days yet will deny care
retroactively.

The corr;])oratmn feels strongly ahout the enactmgnt of Ieg|slat|on to regeula
ut| 1zatio rewevcy grequmn review agients to develo Blan t0 g

his stateh that dis IOst sta %ds cr ter|a and|_|o es 0 e use
mana mq care pans The legislation in House seems he
esponsib e th n to d? Verot(ect the “consumer in ettlrhge noww at the
ave 8urc ased. It also would go on to ensure that the quality of chemical
ependency treatment continues in” this state.

Once again, it is Wlth re rets that | WI|| no be able to_be at the committee
heanngs er the next c? of weeks, Il "be out of town until M“
1991 A} at t|me | kcall to see if I can e of any assistance in regar

to clarifying any of the ‘abov= issues,

Respectfully submitted,

JuEi B&xb&, Administrator
Lakeside Recovery Center, Juneau
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My name is Gordon Evans and | represent the Health
Insurance Association of America ("HIAA"), which is a national,
voluntary trade association of 300 private health insurance
companies which provide health insurance for over 95 million
Americans. Blue Cross and Blue Shield are not HIAA members.

HIAA is very concered with some of the provisions
contained in HB 269, and we would hope that the b ill could be
referred to the Health Resources and Access Task Force proposed
by HIR 5 and SCR 10 for further study over the interim,

The cost of health care has risen at a rate that is
matched by no other item represented in our economy. The rate of
growth consistently outstrips the other items in the CPl and is
soon going to exceed 15 per cent of value of all goods and items
produced in the U.S. Studies performed by the Rand Corporation
researchers conclude that many medical services performed are not
medically necessary. Studies conducted by Dartmouth University
researchers conclude that a physician's practice pattern has more
to do with surgical rates than appropriateness of care and

medical necessity.



Utilization review is a method being used by both the
private and public sectors to rein in the costs of inappropriate
medical usage. These plans require that before the patient is
admitted to the hospital and/or undergoes a surgical procedure,
approval must be given by the utilization review firm,
Utilization review is a sound and reasonable approach for
assuring that only medically necessary quality care is rendered
in the most appropriate and cost effective setting.

Utilization review provides a balance to the health care
provider's incentive problem by requiring the physician, hospital
or other provider to justify the medical treatment or procedures
they wish to perform. Traditionally, health care providers were
not questioned about their services, so it is not surprising that
some may be upset if they cannot medically justify their services
— resulting in the services not being approved.

Voluntary guidelines regarding utilization review
procedures have been jointly developed by the American Hospital
Association, American Medical Association, HIAA, the Blue Cross
and Blue Shield Association, and the American Managed Care and
Review Association, known as AMCRA. AMCRA represents the
utilization review companies. The guidelines were developed as a
reference for discussion and not for the purposes of legislation

HIAA Testimony on HB 269 - Page 2



or rec/ulation. However, their very existence indicates that the
provider, payer, and utilization review communities can agree on
how utilization review can be approached without the need for
legislation.

In addition, the Utilization Review Accreditation
Commission (URAC) has developed accreditation standards for
utilizatin review firms. Both the guidelines and the URAC
standards have been shared with staff of the bill's sponsor. We
urge the committee to use these documents as a discussion
reference over the interim.

Alaska residents and policyholders have the right to be
certain that the medical care they receive is medically
appropriate and cost effective. Utilization review permits
Alaskans to know this. HIAA is most willing to work with the
committee and staff during the interim to help determine what is
the hest way to assure Alaskans of quality health care that is
cost effective, while also assuring them that their health care
dollar is being spent only on medically necessary care.

Thank you for the opportunity to present HIAA'S views.

HIAA Testimony on HB 269 - Page 3
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CS FOR HOUSE BILL NO. 269 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - FIRST SESSION

BY
ffered:
Sef%rr?ed:

Sponsors).  REPRESENTATIVES BOYER, Navarre
A BILL

FOR AN ACT ENTITLED
1 "An Act providing for the licensing and regulation of private health care review agents;

2 and providing for an effective date."

3 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. AS 08.01.010 is amended by adding a new paragraph to read:
5 (33) regulation of private review agents under AS 08.85.

6  *Sec. 2. AS 08 is amended by adding a new chapter to read:

1 CHAFFER 85. PRIVATE REVIEW AGENTS.

8 Sec. 08.85.010. PURPOSE. The purpose of this chapter is to

9 (1) promote the delivery of quality health care ina cost-effective and efficient

10 manner,

11 (2)foster greater coordination between those paying for health care services and
12 health care providers in the conduct of utilization review activities;

13 (3) assure protection for patients, state employers, and health care providers by
14 ensuring that private health care review agents are qualified to perform utilization review

-1
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activities and to make informed decisions on the appropriateness of medical care; and
(4) ensure that private review agents maintain the confidentiality of medical
records in accordance with applicable state and federal laws.

Sec. 08.85.020. LICENSE REQUIRED, (a) A person who is affiliated with, under
contract to, or acting on behalf of a health care insurer or a person doing business in the state,
whether or not for profit, may not perform a utilization review in this state unless a private

review agent license is held by the person, the person’s employer, or another for whom the
person is providing those services under contract. This section does not apply to a person

affiliated with a hospital.
(b) The department shall issue a license to an applicant that meets the requirements of

this chapter and requlations adopted under this chapter.

(c) A license issued under this chapter is not transferable and expires biennially on a date
determined by the department.

Sec. 08.85.030. APPLICATION FOR LICENSE, (a) An applicant for a private review
agent license shall submit an application to the department and pay an application fee set by
regulation. The application must be on a form approved by the department.

(b) An applicant is entitled to a license if the applicant submits and the department
approves a utilization review plan that will be provided to patients and providers that includes

(1) the review standards, criteria, and procedures to be used in evaluating hospital
0r outpatient care that has been proposed or is being or has been delivered;

(2) those circumstances under which utilization review may be delegated to a
hospital utilization review program;

(3) the provisions by which patients or providers may seek prompt reconsideration
or appeal of adverse decisions by the private review agent and the time period in which the
private review agent must respond to the request for reconsideration or appeal;

(4) the number, type, and qualifications of the personnel employed by or under
contract with the private review agent to perform the utilization review including

(A) the requirement that a private review agent have available the services
of sufficient numbers of registered nurses, supported and supervised by physicians trained
in the appropriate specialty area, to carry out its utilization review activities, or to have
appropriate numbers of physicians trained in the appropriate specialties for which

-
New Text Underlined [DELETED TEXT BRACKETED]
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1 utilization review is being conducted; and

2 (B) a requirement that only a physician trained in a relevant specialty or
3 subspecialty be permitted to make a final determination that care rendered, being
4 rendered, or to be rendered in that specialty or subspecialty is medically inappropriate;
5 (5) the procedures and policies to ensure that a representative of the private
6 review agent is reasonably accessible to patients and providers at least five days a week during
[ normal business hours in this state and that payment will not be denied for treatment rendered
8 that is found to be medically appropriate;

9 (6) the requirement that, except in exceptional circumstances, a determination that

10 care rendered, being rendered, or to be rendered is medically inappropriate may not be made until
11 an appropriately qualified review physician has conferred with the patient's attending physician
12 and reviewed pertinent information concerning the medical care delivered or proposed:;

13 (7) the requirement that a determination that care rendered, being rendered, or to
14 be rendered is medically inappropriate must include the written evaluation and findings of the
15 reviewing physician;

16 (8) the procedures and policies to ensure that all applicable state and federal laws
17 to protect the confidentiality of individual medical records are followed;

18 (9) prohibitions against a private review agent entering a hospital to interview a
19 patient unless the attending physician is advised of the interview with reasonable advance notice,
20 and the attending physician or the physician’s designee is allowed to attend the interview;

21 (10) a prohibition against an incentive payment provision or plan contained in a
22 private review agent's contract with an entity paying for health care services under which the
23 agent's compensation is based on controlling the amount charged for services, duration of
24 services, or setting in which services are rendered and a prohibition against the agent receiving
25 the incentive payment;

26 (11) acopy of the written material intended to be sent to patients and providers
21 to inform them of the requirements of the utilization review plan;

28 (12) alist of the health care insurers for which the private review agent is
29 performing utilization review in the state and a brief description of the services it is providing
30 for each client, including an affirmation that a payment incentive provision or plan designed to
31 control the amount, duration, or setting in which services are rendered does not exist with respect

-3- CSHB 269( )
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to each client;
(13) evidence of liability insurance carried by the private review agent to cover

potential liability from its activities under thischapter in anamount, type,nature, andcarrier
satisfactory to the department;

(14) provisions that, in the absence of fraud, prohibit retrospective denial of
payment for treatment, except in cases of policylimitations orexclusions, afterit has been
initially approved by the private review agent;

(15) other information the department determines to be appropriate.

Sec. 08.85.040. RENEWAL OF LICENSE, (a) The department shall renew the license
of a private review agent holding alicense under AS 08.85.020 if, before the license expires, the
agent

(1) files an application for renewal, including the information required under
AS 08.85.030(b), and submits the appropriate renewal fee; and

(2) meets the qualifications for issuance of a license under AS 08.85.020(h).

(b) An application for renewal of a private review agent license must include a list of
all complaints made to the agent by patients or providers and a brief description of how the
complaints were resolved, including the nature of the complaint, the review process, and the time
between the filing of the complaint and its resolution.

Sec. 08.85.050. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before
denying an application for a private review agent license or for renewal of a license, the
department shall provide the applicant with reasonable time to supply additional documentation
establishing that the applicant is entitled to a license or to renewal of a license.

(b) An applicant who is denied a license or renewal of a license shall be afforded the
opportunity for a hearing. The hearing shall be conducted by the department. The hearing shall
be held in accordance with AS 44.62.330 - 44.62.630.

Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke a
license if the holder fails to comply with a utilization review plan filed by the holder under
AS 08.85.030(b) or otherwise violates a provision of this chapter or a regulation adopted under
this chapter.

(b) Before revoking alicense under this section, the department shall provide the license
holder with reasonable time to supply additional information demonstrating the holder's

4-
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1 compliance with the requirements of this chapter.

2 (c) A license holder whose license is proposed for revocation by the department shall be

3 afforded the opportunity for a hearing. The hearing shall be held in accordance with
4 AS 44.62.330 - 44.62.630.

5 Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (a) A patient or
6 provider may file a complaint with the department alleging that a private review agent is not in
! compliance with this chapter or the regulations adopted under this chapter or with other
8 applicable federal or state law. The complaint may request that the department revoke the license

9 of the agent or require that the agent demonstrate to the department proof of compliance.

10 (b) Proceedings under this section shall be conducted in accordance with AS 44.62.330 -
11 44.62.630.

12 (c) If the department fails to render a decision on a complaint brought by a patient or
13 provider within 90 days, the patient or provider shall have the right to bring suit in the superior
14 court to compel the department to take an action specified in (a) of this section.

15 (d) This section may not be construed to deprive a patient, a provider, a private review
16 agent, or a health care insurer of a right available under other provisions of law.

17 Sec. 08.85.080. REGULATIONS. The department shall adopt regulations to implement
18 the provisions of this chapter, including regulations

19 (1) establishing license application and renewal fees in an amount sufficient to
20 pay for the costs to the department of administering this chapter,

21 (2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.
22 Sec. 08.85.090. EXEMPTION. A private review agent that operates solely under contract
23 with the federal government or an agency of the federal government for utilization review of

24 patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XT'/in
25 of the Social Security Act), 42 U.S.C. 1396 - 13965 (Subchapter XIX of the Social Security Act),
26 and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) is exempt

21 from the licensing requirements of this chapter.

28 Sec. 08.85.100. LIST OF PRIVATE REVIEW AGENTS. The department shall
29 periodically provide a list of licensed private review agents and the expiration date for their
30 licenses to all hospital utilization review programs and to other individuals or organizations
31 requesting the list. The department may charge a reasonable fee for providing the list.

_ -5- CSHB 269( )
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Sec. 08.85.110. PATIENT CONnDENTIALITY AND RECORDS, (a) A private review
agent may not disclose or publish individual medical records or other confidential information
obtained in the performance of activities as a private review agent, except that an agent may
provide patient information to a third party to which the agent is under contract or with which
it is affiliated.

(b) A person seeking payment of a reimbursement for hospital or medical services may
not invoke the privilege of confidentiality arising from a physician-patient relationship to
withhold pertinent information from review of those services by a private review agent.

(c) Notwithstanding the provisions of this chapter or another law, a patient is entitled to
inspect and copy records developed or maintained hy a private review agent pertaining to the
health care rendered, being rendered, or proposed to be rendered to the patient.

(d) This chapter may not be construed to allow a private review agent to take actions that
violate a state or fedeiN statute or regulation concerning confidentiality of patient records.

Sec. 08.85.150. DEFINITIONS. In this chapter,

(1)  "department" means the Department of Commerce and Economic
Development;

(2) "health care insurer" means a person in the business of making payments for
the medical care of others, and includes an insurance company, a nonprofit health service plan,
a health maintenance organization, a preferred provider organization, an employee assistance

program, and a health insurance service organization;
(3) "private review agent" means a person who performs a utilization review and

who is affiliated with, under contract to, or acting on hehalf of a person doing business in the
state, whether or not for profit, or of a health care insurer, but who is not affiliated with a
hospital;

(4) "provider" means a health care provider as defined in AS 18.23.070;

(5) "utilization review" means a system for reviewing the appropriate and efficient
allocation of hospital and outpatient resources and services given, being given, or proposed to
be given to a patient or group of patients, including the approval or denial, or recommendation
of approval or denial, of payment for hospital or medical services;

(6) "utilization review plan" means a description of the criteria, procedures, and
standards governing utilization review activities performed by a private review agent.

4
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* Sec. 3. AS 44.62.330(a) is amended by adding a new paragraph to read:
(57) Department of Commerce and Economic Development concerning the
licensing and regulation of private review agents under AS 08.85.
* Sec. 4. AS 08.85.080 and 08.85.150, enacted hy sec. 2 of this Act, take effect immediately under
AS 01.10.070(c).

_ - CSHB 269( )
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FISCAL NOTE

STATE OF ALASKA BILL NO.£SHB 269(HES)
1991 LEGISLATIVE SESSION
Revision Date: Department Affected: Commerce & Economic Dev.
Title: Providing for the licensing and BRU: Occupational Licensing.
req. of private health care review agents. Component: Administration
Sponsor: Reps. Bover & Navarre
Requestor: House _HES COMPONENT SERIAL NO. 0

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 65.9 65.9 65.9 65.9 65.9 65.9
TRAVEL 2.0 2.0 2.0 2.0 2.0 2.0
CONTRACTUAL 6.0 6.0 6.0 6.0 6.0 6.0
SUPPLIES 2.0 2.0 2.0 2.0 2.0 2.0
EQUIPMENT 10.2

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 86 .1 75.9 75.9 75.9 75.9 75.9
CAPITAL
REVENUE *Ex * ok ok * ok ok * % * x % * .

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER GF/PR 86 .1 75.9 75.9 75.9 75.9 75.9
TOTAL 86 .1 75.9 75.9 75.9 75.9 75.9
POSITIONS:

FULL-TIME 1 1 1 1 1 1
PART-TIME 1 1 1 1 1 1
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: None

ANALYSIS: (Attach a separate page if necessary.)

The bill establishes a licensing program for private health care review agents
that perform wutilization review services. (Continued on attached)

Prepared By: Jennifer Strickler, Admin. O0fficer Phone: 465-2144

Division: Occupational Licensing cJhcC \AL}\ Date- May 2, 1991
Approved by Commissioner: enn-L, .?JjS,

Agency: Commerce and Economic Development Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).



CONTINUATION OF FISCAL NOTE ANALYSIS - CSHB 269 (HES)

The bill authorizes the department to administer the ||cen3|n
Program for private healt care reV|ew 3 ents ,Sect|on 885030
eqP_wes ap I| ants o SU 'H't a utJ 1Zatl reV|ew pan on3|st|ng
of fifteen ESS items list e Bs seC| ||(l Since
each utilizatjon review Ban must e thorou y reV|e ed to ensure
compliance with dﬁecnon 030 and to m ef” the e orcement
$|m§_lne require 0y cth P.ﬁSO]O, this Tiscal note requests
unding authorization for the following:
Personal Services $65.9
1 - Qccupational Licensin xamiper |, Range 12A
GGU,p.monhs(T,gg 5] nd ’
1 - Inve ator |11, Range 18A, GGU
e aiaaighl shangs
Travel $2.0
Th| fundin Prowdes travel for the
InvestigatoT 111 to conduct mvest ations
whe Pset(ee%fva rocged nargthoenscr?brei ?n
Sec | n 0% 85.0 P J
Contractual Services $ 6.0

This funding will provide for printing,
dvert|3|naq9 comm%mcanons aﬁd othegr

dontractual costs.
Supplies $ 2.0
Sppiesfod the' o psitiohs” stdinabete
Equipment  (one time costs) $10.2
Lo MR B e e
TOTAL.: $ 86.1
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***Revenues

evenues w.ill be enerated from licensin s, however, un || we
E d g I(ﬁdg htwougdbeaect

fee
ave somF ? he number of 1In ugls t
_ﬁh|s ISlati n we cannot estimate tpe 8m unt of revenues t at
il b erate Lt is the intent of the de r en OWever, n
Icensin ees will be set to cover the costs he program to t
extent possible.
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FISCAL NOTE

STATE OF ALASKA BILL NO. KB 269
1991 LEGISLATIVE SESSION
Revision D a te: Department Affected: Commerce & Economic Dev.
Title: Providing for the licensing and BRU: — Qccupatinnal-Licensing
reg. of private health care review agentscomoonent: Administration
Sponsor: Reps. Bover & Navarre
Requestor: House HES COMPONENT SERIAL NO.
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES 86.8 86.8 86.8 86.8 86.8 86.8
TRAVEL 2.0 2.0 2.0 2.0 2.0 2.0
CONTRACTUAL 6.0 6.0 6.0 6.0 6.0 6.0
SUPPLIES 2.0 2.0 2.0 2.0 S o . 2,0
EQUIPMENT 10.2
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 107.0 96.8 96.8 96.8 96.8 96.8
CAPITAL

* * * % * * * % * * * %

REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER GF/PR 107.0 96.8 96.8 96.8 96.8 96.8
TOTAL 107.0 96.8 96.8 96.8 96.8 96.8
POSITIONS:
FULL-TIME 1 1 1 1 1 1
PART-TIME 1 1 1 1 1 1
TEMPORARY 0 0 0 0 0 0
Estimate of current year impact: None
ANALYSIS: (Attach a separate page if necessary.)

The bill establishes a licensing program for private health care review agents

that perform utilization review services. (Continued on attached)
Prepared By: Jennifer Strickler, Admin. Officer Phone: 465-21414
Division: Occupational Licensing cato:/
Approved by Commissioner: Glenn A. O0lds
Agency: Commerce and Economic Development / Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, &

Rev 10/90

Impacted Agency(ies).
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CONTINUATION OF FISCAL NOTE ANALYSIS - HB 269
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Contractual Services
This f I tin
le unding will provide Oraﬁ in h %

vern3|nq, communications
contractua Costs.

Supplies
This funding w ill provide daily operating
supplies foT the two positions” shown above.

Equipment (one time costs)

This funding w ill provide one-time equipment
costs for the two Bosmons shown ab% g

TOTAL:

Page 2 of 3

e eﬁ)artment to administer the
care review a%ents
ta n

0 establish accept

%Jal d

hwty to meet the
5.070.  This fiscal note

$86.8

$2.0

$ 6.0

$ 2.0

$10.2

? 107.0

CUOH
ar T upon
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AUSE COMMITTEE REPOF,

Bzz\te Referred: April 10, 1991 FURTHER REFERRALS: Labor & Commerce
Date of Committee Action; 05/03/91 Fnance
The. HEALTH, EDUCATION AND SOCIAL SERVICES Committee considered HB 269
HOUSE BILL NO. 269 ' . PRIVATE HEALTH CARE REVIEW AGENTS

"An Act providing for the licensing and regulation of private health care review agents; and providing for an
effective date."

RECOMMENDATIONS: . the same title
bereplaced with 05 G 2" CltesO Hanew ttle

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass

[ ] no recommendations

[ ] individual recommendations

[ ] additional referral to the Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s). APPROVES PREVIOUS: (Dept/Due]
[™ fiscal impact [ ] fiscal note(s)

[ ] zero fiscal note [ ] zero fiscal note(s)
1GNING DO PASS OTHER RECOMMENDATIONS DNP
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*HB 156 Confidentiality/Dom. Vig. Counsel
AND SOCIAL SERVICES ", *HB 269 Private Hea ¥1 Care Review Agents
*HB 165 Extend Board Nursing
DATE. April 22/ 1991 PLACE: capitoi Room 106 HB 161 Extend State medlcal Board
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BACKGROUND: The {1

DEFINITION:

OIXi

STATE HEALTH
INSURANCE
ISSUES

ISSUE: CAIIE

'(asM o?ANp?i|G1§9D0)

health

gh cost ézv%ealfh care is a major ﬁroblenb or the (\#mted States. Al who pa {J va
finding

ualS, an Pvern ? Lt urdened by continual increas

overs, Ind|
ex en |tures oreover e calation 0 aI cost1s A%n test
P Prow aﬁq ortelarge number ot Americans Who reW|t outelther
public of private healthnsurance.

Although cost escala%on haﬁ]many CauSes, researcp shows that one kesy ﬁ]roblem is that
R]tlent eceive muc care t alaﬁnot agsprop (5% or their condtion. Some get ¢ ef at |
ore Intense and e unenlswe necessary,. Qthers receive ﬁare that Is not ben C|a an
ma even Pe hgr lnatlng such Inefricieng c§ Whig nhg ﬁccount or ggrcent
ore f medical expen |tuEes Is dearly a critical objective, both as a way of reducing
costsan Improving quality of care,
erso health care are awareo su h inef hdenmﬁ ﬁ %re dem n Ing more account-
tyand optter erformance 10 osew 0 make eaI SIO S Inor ertoas
ure hal tlen}] ecelvee%%o value for moneyﬂoeént ncreasm

eﬂ care
[eco n|z ast e best m an|sm Qr carryin uch Improverte aJlecnve

orm IS t0 assure, that patients recglve appropri ecaretat| |ﬁ ual
care erflté1 8entypr0vt|de fnthe?e tcost?ysett%ng oo N

Because it \s Stl||eb0|VIl}% managed care embracesav |ert¥] gxnnn devel ping
structures, |t may be deified ass?stemst dL rate the finan g FF rﬂ)
g]o%oRnateh alth care services ocovere aIs y means 0f the following basic

0 Arman ements ith selected providers to funish a comprehensive set of health care
SEIVICES to members;

0 Expliat standards for the seltxrion of health care providers;
0 Formal programs for ongoing quality assurance and utilization review; and
0 Significant fin n a |ncent|ves or members to use providers and procedures

as ociated With the pian
1d care 0 atlona\ s(:}rugtures are evolv 8 re? onse. to marketglace demands
g con nu os 008 sstructursw u egw Vwmamtena Ce Organjzatjons
rovicler or n|zat|o s& and exclusive provider arganiza

WeI IXe arran%?mentst compine elements of HVIs, PP

n
S an mdsem-
ns [0) accommo ate employer and operating environment requnements

Man ed care Ians arrange with Iec ed providers to fumi hhealtg are sFrwces to pla ﬂ
members. Ex IC|t cHtena euseﬁ or the Selection 0 JJYO\II ers, and forma gro
P%omg review of the quality an appropnatenesso BIvices are Incorporated Into

Health Insurance Association of America

1025 Connectic a - AX 200-23~59

A 4 ]sc. A r



GLOSSARY:

c (

date Hrrrerr insurer efforts t establ,aB

0 legislation shoula not establish magpru
effective utilization review rogra na should require Rrovr ers 10 ma e avar
tareasona e Cost, patient recoras, and other m Ormation nec omonr tor cost
and quality ot care. Monitoring me
cor reasonanle cost, o rfexc SSive

£
ract e){)(J‘lﬂﬁh’;\Sl Crl'[IC%i mana ing care |f
%’[

ation vrewo what the iorocess

revrewers cannot ?e 8008SS me
ecrrtr tasko encouraging

ﬂ rictions are epét rnp ce to limit w odoe

man%% ans fcannot accomp
providers o come ore efficient

0 Insurers who are. @egotr trn\%lt form rovr el ggnx should notbecompelled 0
nro ever Erovr SNes 10 ernc mec anrsm gard care
Pans USe t0.constrain costs IS to on act onvvvrth prov ans

gPrred 0 Anc de ont elr pane wrllrng provi ers t IS Crit eem nto control
minate

0 essho ld not mandate that instirers cov rsen/rc sand te ories of care, since
soo en add {S and limits the nsab tg veo cost-effective
 packages. esearc evidence fhow that legis ont atr quIres coverageo
certar ovr rcat}e Or1es or particular senrrces% era get nCrease V\r[}]
erso anceBans not state o ernme ?_ et B 0es, WNo
ecrdew en/rces an 8r vider Hrou coverfe t]on mandatrneqS
[ IOV that group’s dgsire

covera e é) er gro 0S EO?IGH srmPg/% ectio
{0 Create de an ort errown en/rcesasawayo NNancing rncome

HIAAsu orts the concept of physician peer revi rewasamethodo determinin
Rqr%o eness of care. Od 8? th lew, however, it rs a é)ro rate to el so v
er assessment, Studie erences N erns al practice fro
fo eawrt rn astate onst ate that th e ethod o] treatment In one com unr

entrtca?t er community even though the con rtrd

IS,01LEN Signitican
]UfSt IGHa'%rntaS Ellr?)% haBH%P customal practrcgrgnr%t?nlerceossae m%d%ESteS{g?t ar

aSSeSSINg mealca approprrateness or ecessrty oragiven trea

EQﬁeCQ'EeCtteVr%ttt‘é 1 “)t theys'c?é% tXVPe%éachﬁxhe”s' I Syrrt')?tﬁ s Yﬁl%avﬁeter

minin r%rorn € € agien Situation. trsgor ason S
orts the eve to ractice qui ainés and foce. Wheh deyel
e5e G Jom & TIorus et I Jns Inle standard.for e uca?rgg ghysrcr S
ahout the best medica practrcean Judging the appropriateness of car

Below isalist of some of the current managed care structures now availadle:
Health Maintenance Or wﬂdEanrza on AEI at) Thrs orr inal managied Cﬁre aran-

ement, first emerging & prepal ena alth main-
?enance organization rtg ned sandwasgrven toTS?B eceral

egislation romotrng its dleve opment Hr provide:

0 Anorga nrzd em for ovrdrn nealth care rnac eo raphic area, as well
& responsibility for provr Ing or ernwise assurrng tat care:

0 ﬁn Ce%graene -0n set of basic and supplemental health marntenance and treatment ser-

0 Avoluntarrly enrolled group of people

In exchan é;eh orase amount of remrumo dues Il rovrd althe a reed on health
SEIVICeS terrenro lees, the egeneralyno uc esan noo nh Imal ccaﬁay
ments. HMO bears th errs ?? [OvI ngt e Care exceeds the premi
received. here are now several tvpus of |

Health Insurance Association of America

1025 Connecticut Avenue NW, Washington. DC 20030 ~ 202-223-Tho ~  FAX 200-23~H3~



C c

0 The staff model, where prowders are directly employed by die HMO,

0 The group model, where meical grqups contract with the HMO (Kaiser plans are
te estknown Sxampe o ¢ i P (Kaiser p

0 Tﬂe Independen racgce association (IP where the HMO contracts vvnn
PP XSI lans In Ingle el factice, or With assqciations 0F Independent physicians.
physicians frequently have arrangements VVI'[ more than one HMO; an

0 The network model, vvh|ch contracts with two or more mdependent group practices.

Pre eclred Provider Or V\%mzat on $PPOQ APP cn3|stso ou 50 hospta]s and
ers that contract Wit 'ﬂ overs, insurers, thir par%/ |n| ators of other spon-
rovide J

[Vl
50“ gng é)li 510 th Care Serviges E? ciga/ered NS and accept negotiated
rﬁg T?S S aS payment for services rendered. There are difterent sponsoring arrange-

0 Hospital- sgonsored PPQs, which oﬂe{\ include a P two[]kofmsntunoHs in orger 0
gtoa\(gram er geographic area, as well as many of the physicians on their mediic

|3ha/?|0|an S onscired PPOs, which 'are develoPed by 4 %I al medical societies, other
al profesSional associaions or clinics, or groups of physicians;

0 ITntg&(rje Sath cP§ ueer E?S%S%%“BWE?%W q AHS'“de those initiated by commercial

0 Entrepreneur-sponsored PPOs, which clr)eate abr?] er relat Jonsh Ip with the .
entrepreneur acting as an intermediary between the provider and payer of service;

mplayer- or labor-sponsored PPOs, which contract directly with provicers on
E H%ﬁy Tr thewemplo@ees or mem ers ywag

0 Other Prowder égonsor d PPOs, which are developed by nanhos |ta| and non-
MS'C an provi r?] ?entlsts optometrists, Pharﬁwamsts Pﬁractors and
B latrsts, through their pro essional assoclations, local groups or cl

xclusweProv erO nization (EPQ). People belongi EPO must receive
refrlr{bcl?rrsee oma ||ate(§%rowd%rs sér\nceé ren ereg % u%aﬂ? liated provicers are not
Point-of-Service Plans, fso known ﬁen -ended HMOs or PPQs, theéP lans Bermn

Pl i e iTZi'ff&' (o
re|mburse ent n%y be signi |0canty re)(?gce P

numbero(s E edcar techa%es are Used to assure uah%/ and appropriate care,

These In e not limite uality assurange, Ut M. Ievl € Mangg
nt an use ofa %{ﬁOU ?1 che com |nat| n of elements Wlﬂ (?I f-

ma SIC
amo S e \1 m% (% N operaf F\ROFI% nIZE system wnere patlent
ser\nces jECt forevie an na on yhea essionats.

Qcahty assurance isa ocess wh| hamana an momtc&rs and dﬁakesTn
Ion‘as necessa to Sure th %care |s vere lected providers. The
est

rOCEss me eextent owh een attal r|oc1|ca
Peevafuates ea care to assure that %\tzheadsstan ar sare bem by



C c

g e
E f eproe |onaIs LIS 8“56@ seve IT% CS%/ reggﬂ  USEQ 107

and out rentservr £S. Processes may Inciu sion ce
r?fa cfelrnes contrnuer/is revew rscSh

ractice Eg
0 nr Nan retrospectrve review. Because of the exp OS on 0
ato care Jn recent years, ro rams fo require

? atrenﬁ
fification, a IC&UO%

nrn SeCﬂ su Cgsrc
Inall as
preauthorrza ono ambu ato rocedures are now evol

0 Preadmission certjf |ca 0N IS @ Process jn wr]qchahealth care ro fessional ésu has
aregrster nuwrs ibevaua es arrtﬁngrn |cransrequest orapatrent MIs-
sion'to a osprta y Using estab crrterra

0 Contrnued stay review, also called con urr nt [eview, ISa process whereb areview
% lzation on(tjrnues 0 examine e |ca information.during a patients osprtal
Inement to determine the need for continued osprta zation.

0 Dischar gte (Jolanan 15,3 Drocess rgwhrqrr]r a health care ro sro al 10M a review
organization wo vvrt an atten Frg nr]) Siclan an ho oaran  for
gro rlat drsc ar? atrent |ta |nc an ort
ﬁ % H areI g se |stodet mewe th rea t0go

B Support 07 a nurse or ot er home th provi er orare
ab to etr ns erred t0 a nursing home.

0 Seconds ical opi rnron rograms re urre atrents t0 seek érsecon surgeon's
nronr ectrv S ecom or ertancon itjons Iect e Surgery is
nedaﬁ be avord r ela e WIEhout undlue risk to the patien

an whrc owss |crentt|metosee another opinion,

0 Retrospective reyiew provides ort e est bI ment of a utilization profile of inap-
proppri ate care for monitoring tren san a [eSSINg eXCessIve Use or cost.

Other manag e techni es rnclude emen whrch rsa 0CESS hat
Erov des acom ensrve ano cal a r eep errn rom severe
? Itions such s trauma, premature hirt or r%uaq bernterpr tation

gaér J)rovrsrons management coordrnatest euse an%a ate eso therarr{)g

e srﬁter?ﬁepr Gt ST Wy )l s o Fsy

ome, that achieve better patrent COMES at ercos

e e o R g e

ent e
VI & reng{ere ) parrrents other providers and assurmes contrnurng responsr%af
the overall course of treat

Health Insurance Association of America
1025 Connecticut Avenue NW.. Washington. DC 20036 ~  202-223-T7TH) ~  FAX 202-223-"«9"



HIAA POSITION:

C C

are IS Jeceive rom Selec { rm age lans provide
a? more [atitude |n the cholce d% r are'd IS, Out -0f-pocket costs, ?tgwevep

usual\ Lntgher When out-of-plan provi c 0Sen.

Some state le |slahors are. concerned that mana ed car |ncIud|n ontra fi
arrar n%nt \WIth pr f]ders and ut||| atio re ew tec %lée verse a eet the
ealth e|reo cer ave be nencoura some

n 0
grow srepresentm ho%pﬁ |c ans, en| SES, h W tsanda%H1 ?t éofes-
lons ese r%upah Ve drarte a voc(ated sfafe le a(%nslatwe proposals that wou
restrict or pronibitthe o 1tion 0 manage care progr

Plans rowde |nanC|aI |ncent|ves or covered |nd V|dua to use rowders who deliver
nﬁfo na} care..In mem na%ét A eargs Ot ecosto se ICes IS covered only

HAA s firml c}c]) m|tteelto the exHansnono anaged e programs and tec}t]tquﬁs in
order to assure ﬁng cost-grtective hea anageq'care systems have t
means 1o av0|du ecessary an mappropnaecare

Therefore HIAA osed to legislation or |0ns that would | Amgofe baglers to the
deve tt)ment an entatlo 0f mana e elntts current and evolvin

Leﬁlsla lonor re HB on tun U|P/|Imlt3 surers ab\ll fo carry out r oro sut Ization
[) ew |sone such barrier.. Legislatfon thatotp 0es Utilization review t or 5,
tgenerg y see stg put |na propriate restrictions on who can conduct reV|e

what can be’reviewe

HIAA IS also 0 ose to legislation that ould re nctan msurers freedom t orm net-
AIﬁsor cont ctsefjectlve} In row rs. Leqis atlon that snetvvor Ing a

D e

HIAA believes:

0 Insurers should be free to negotl%te

ortant 0 reduce Costs | %t*tatevﬁ y”‘t%vtﬂf r%arr]v\f\éleg gtr e %gse Iartpt
Ew q e systems nee toﬂave é b ? &P tfte otqer

0ne ﬂtla'[ OWer g[
nsome| stances plans may wish to offer h|8 er-than-usuial fees to especially

efficient providers.
0 Insun(efs shoudbe able to pa rowder sthatc eaeag ropriate. ngentwes IF

erreim ursementsst gpsrewar ostm ic || ItWIL every di
ter reimbursemén

PCUt fore UCE alldl SP/S'[% need tQ F
Incentives o rewar efficle arPA'OVIde £ gre restnctlons on capltatlon payment, or

example, are Inappropriate and unwarrante

0 Stat%lawsshoudn t Polac arti ICIw ||m|ts on he amount of consumer Fostst]anng that
can g|mp 5 8 an enr eesgv %oose 10 %tcfare 8 % ane
yoviders. 1t a. PP ash arnarh rovjders. that can Jf Ide nee ed qua|| ser
|ces more e hment ovigers, It isentl gro F]ate 0 rEquire con
sn/ efe noé 0 uset ese efficient providers 1 pay the extra costs. HIVOs,
Y_\{ parOVI gega ow, do not pay anything when consumers Tecelve care from non-




Utilization review promises to help control
health care costs. The medical establishment
isfating back.

The doctors’ new allie s

By Janet Novack

The quﬁll ﬁgtablrshm nt s un- aw this year " worries Mar- - companies now uire workers to
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