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HOUSE COMMITTEE REPORT

©
Date Referred to Committee: January 12, 1998 FURTHER REFERRALS: Labor and Commerce

Date of Committee Action:
The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HB 300

HOUSE BILL NO. 300 HEALTH CARE INSURANCE

“An Act relating to health insurance; and providing for an effective date.”
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CHANGES CONTAINED IN CSHB 300 ( )

T_hﬁttitle Is changed to reflect the emphasis of the bill, which is patient's
rights.

Sect | is changed, adding a new short title section that reflects the emphasis
of the legislation.

Sect. 2 (b) is changed to require physician to physician contact in cases
where a patients is denied care, reduced care, or terminated health care

benefits.
The remainder of the bill is the same.
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CS FOR HOUSE BILL NO. 300( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor's): REPRESENTATIVES BUNDE. James
A BILL

FOR AN ACT ENTITLED

"An Act reluting to patients’ rights under health insurance; relating to review of

health insurance treatment plans; prohibiting certain health insurance practices."

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

* Section 1. SHORT TITLE. This Act may he known as the Alaska Patients’ Bill of

Rights.
* Sec. 2. AS 2142 is amended by adding a new section to read:
Sec 21.42.390. Required health insurance coverage provisions. (a) A
health care insurer may not include in the health care insurance plan or contract a
provision that
(1) prohibits a covered person from obtaining health care services from
a health care provider of the person s choice, including a specialist;
(2) restricts a covered person’s right to receive full information from
the person’s health care provider regarding the care or treatment options that the health

care provider believes are in the best interests of the person.
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(b) A health care insurer may not deny, reduce, or terminate health care
benefits for a covered person unless the denial, reduction, or termination is approved
by a physician who is licensed to practice in the United States.

(c) A health care insurer may not

(1) directly or indirectly reimburse a covered person at a different rate
because of the person’s choice of provider;

(2) deny coverage, cancel a health care insurance plan or subscriber
contract, or otherwise take action against a covered person or a health carc provider
because the person has asserted a right described under this section.

(d) A covered person may bring a civil action against a health carc insurer to
enforce the person’s rights under this section.

(e) Ip ihis section.

(1) "health care provider'l means a person licensed in this state to
provide health care services;

(2) "health carc services" means treatment of an individual for an

injur/, illness, or disability and includes preventative treatment of an injury or illness.
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SPONSOR STATEMENT

House Bill 300

‘An Act relating to health insurance; and providing for an effective date.’

Often, insurers use health carc consumers as trading chips in order to obtain services for a
lower price. The problem is that the patients involved don’t know that they have been
traded until they come to use the service, then many times, they become aware that they

arc not able to go to the provider of their choice.
HB 300 protects the rights of health care consumers to choose appropriate medical carc.

This legislation prohibits insurers from reimbursing a covered person at a different rate

because of the person’s choice of health care provider.

SPONSOR STATEMENT
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ALASKA PHARMACEUTICAL ASSOCIATION
Box 101185 Anchorage, Alaska 99510

(907) 563*8880

Jan 16, 1998

Representative Con Bunde
Houso of Representatives
Juneau, Alaska

Dear Representative Bunde.

We have a received a copy of House Bill 300 that you have introduced. The Alaska
Pharmaceutical Association aEpremates your effort to support pationts freedom of
choice in health car©. Wo look forward to working with you to move this legislation

forward

Pleas® feel free to contact me in Ketchikan at 907-225*6186 or you may contact
our Executive Director, Erin Carey-Byrno, at our Association office at tho above
numbors in addition, we are represented by our lobbyist Geoff Bullock in Junoau

Sincerely,

Barry Christensen _
Chair. Legislative Committee
Alaska Pharmaceutical Association

SUPPORT
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Karen Coombs-Marcey
6301 Bubbling Brook
Anchorage. AK 99516

Representative Con Bunde
Room 104

State Capital

Juneau. AK 99801

Dear Representative Bunde;

As a constituent of your district and an individual who has heen involved m health care
in the state of Alaska since 1981,1am wnting In support of HB 300. Thure are many
reasons why HB 300 is needed and makes sense in' Alaska. The three mam reasons

are access, patient rights and economics

Access to health care remains a pnmary problem in Alarka Alaska has u small
population hase, s’oread out over a large geographic area, with few health care
providers Many "larger towns lack basic services Dutch Harbor does not have a
physician, Bethel does not have a pharmacy. The State of Alaska needs to support the
Inclusion of dll cuiieiil diiJ piu&pcolive health providers in insurance contracts to
increase accessibility, not limit or eliminate it. Also, many insurance companies

only want to contract with "national providers” especially for pharmacy or infusion
seivices GEHA wants their patients to use Apna (or infusion services, but Apna's
infusion business in Alaska lasted less then a year. The State of Alaska employee
who lives in Sitka is expected to(?et prescriptions at Fred Meyer's in Juneau And this
IS just the beginning of "managed care".

Every patient should have the right to make decisions that effect then health and well*
being, without intrusion A patient should bo able to receive complete information
regarding treatment options available to them and should bo allowed to choose tho
health ptovtder(s) that meet their needs The method by which insurance companies
try to second guess medical decisions made between a patient and his physician, is a
direct violHlion of that individual's rights and a direct threat to their health ~An insurance
agent negates a patient/physician decision from thousands of miles away, often with no
medical background and without even knowing the patient



Economics is the third issue. Many myths abound about the "cost savings" of restrictive
health rarr» systhm*  Cnst savings should he more correctly referred to as revenue
shifting; insurance companies and their intermediaries have increased revenue, health
care providers have decteased revenue and patients' expenses can go up or down

‘Myth 1 Specialist care costs Tore . : .
In actuality, SPECIalISt care IS more COSt effective. This can be

documented in a number of journal articles and in awarded capitated
contracts in both cancer and HIV/AIDS care, bv both private insurance
and Medicaid. Where capitated contracts are awarded to Specialist
Clinics because they are more cost effective, and achieve better

outcomes.

"Myth 2: Restrictive drug formularies or decreased access saves money. o
Susan Horn's study, which originally was designed to show that restrlct|Vﬁ
ru% h)rmularles deceased cpsts, a]ctuallr endegd u% sBevyln%that OVEra
odlth caro co%;s are significantly increased with 9trict drug
orm_ularles dn ,decrea ed dCCESS. Once again insurance companies
may increase their profits by owning the PBM and accessing drug

rebates.

‘Myth 3. Consolidation or merging health care providers are more cost effective and
hence rcduco hoalth care costs.
Alaska should pay attention to what's happened outside as the push for
managed care works it'sway into our state. Competition is what brings
ﬁnces down. As tfie Anchorage Daily News reported last week, whal 1s
appening in larger cities, where managed care pressure has caused

providers to merge and become one, they have been left with only 1
or 2 providers and now even the HMO's that cause 1this phenomenon,
arc unable to stop the large increases that tho remaining providers arc
demanding Who can they turn to? There isno one left Remember,
even Anchorage only has 2 hospitals the minimum requirement for
competition!

We need HB300 to protect the health of all Alaskans. Without it. we will be at (ho
mercy u .nsurance companies, who don't know or understand our state and are not
looking out for the health of anyone but their stockholders or 'non profit" CEQ's Please
do not hositato to call me, if you would like copioc of journal articles or published
studies mentioned above.

Karen Coomb* Marcuy
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4107 Laurel Street « Anchorage, Alaska 99508 « (907) 562-0304 + (907) 561-2063 (fax)

February 17.199*

Honorable Cm Bunde

Sole of ALulu

Houio ofRepresentatives

Hcollh, Education. ird Social Services Commiitoe
Room 106, Capital

Juneau. A laib
RE HD 300

Dear Rcpreseraaiivc Bunde:

The Alaska Stale Medical Aasoo.ii.on (ASMA) represents nearly 500 pr.vatc pmcuce physicians ond ihrir pcdcnis
Ttiank-yoi forthe cppotljniiy to provide commentaiy on HB 300.

ASMA’'sjovviwng body. the House ofDdep#cs.has long supported the csnccpi ofa pmterii reasonable choice in die

physician that provides lus or her medicalore. Thitconcept u included ir. MB 300

A SM Al interest in any health arc plan focuses on what urpoet it would 1'4'* the quality of nodical auc arv) the
paticm/phytiCTin relationship Generally, the phyvdan ccnunuraty it iracreneo In assuring tlui

patients luve aruicroble choice in vshieh phvsicun provides their lieakh arc.

patients lent aclearundcnarding ofall macrial ben ju and rcmcuons involved wiih any hcaltli plan;

eoeh pbytaan desiring to pamopctc at a ccntraacd providerofare has a ftir opportunity io do so.

any physician cor.traa criteria, comraaing prooodunx and centn a temurudon be on | fair and oqutable busis.
any uulteaticn review or medial necessity determination bo accsmpliilted on « peer review bass, and finally
patients aren't unrcuonably deruod benefits after receiving smergocy core in a liospiul crabcr emergency facility

S i SIS

Section | at AS 21 42.390 fb) provides dor a uuuut.on review or review ofatreatment pi-n naui be done by a licensed

It is notdear that such review nus be done by i peer aSM a suggests this fcnpuage be mod.Bed :0

health care provider
the ten reform maaire. enacted last year in regards u

m ate thisdear The same "peer" approach wni adepted m Hflit
erpcn wimea quatifiauoni (sec AS 09 20 185).

Tank yea for Duscpponumty

Smartly.

By Kevin Tomera. M D. President

For. Alaska Stale Medial Auoaation
Doan!ofTrustoca

ec Rcpreaentcirvo Joe Green. Vice Chair. HESS
Representstnt Fred Dyson. HESS
Rcpfeaemative Bnar. Pcncr. HESS

Rermcftitive Al Vaey. HESS
RcpreaervLHiv* Tom Once, HESS

Repmcranuie Altai Kemptov HESS
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BY STEVE KALMEYER

lisent major federal health-care leg-

/A isltion mosthealth iy tookplace

In statrhouse* in IW7. Patient con-

sumer protection top|>ed a legislative agenda

that also included hospital conversions, pamal-

hirth abortions, expanding Medicaid to in-

clude more children, medical saving*accounts,
workei* compensation and gaﬁ clauses.

Tlir granddaddy of them"all. however. was
patient piotectinn: especially fot participants
0f managed care organization*- While not a*
cnmprehemny itt regulating managed
*eor anization* a*urine would hajr

d, the hill* suggest a trend unsaid
states being a watchdog over the
. growth of managed carc, _

In January 1997, nine state* inum
dueeela Maniaged (air Consumer Pro-
tectron Act tiaSed on a model created
though Women in Government, a bi-
partisan educational association, Nine
democratic and Republican stale law-
maker* in the group developed the
modad trill for state* to estalrlish consumer
prote?tlon and (Jyalitv-of-carc stan-
d.udv T0rManal€licate organizations
<ploiado. Kansas, Newicrsey, Oregon

Texasfussed versions sirmilai to'the
uuMIrl in 1997, Delaware. Georgia.
Ohio and Tennessee should address
_ |_M'Ui|mag _Ieglslatlon thissear, .
..Additional patient piotection legislation lo-
iisril on lcanning gagrliuse*. Atleast 17 states
addressed roniidcty.il clauses that piofihii
lloctors hi managed cate contracts tunii <
ckningeciLUii medical information to fuUrnix
Srsrtal stales alur inclyded legislation that
lanned incentives for plivsiciaiis to not tefer
utitms to irtum sjro tltstvor prifonn crtuin
pukcduies Stales Kcoking to im|tieinenl a stm-
al meafurr ha e,gralsed ansas'S H RN lic
Kansas lavs ptohibits gag clauses in managed
caie cnntkKis. fun* incentives tlut might kTep
plivsicinnsluun tefrmng patient* to *orc i viiu*
or fuiilrer rate, irqtuir* cotmmur* ofeatr jm»
viuons lot irrnuiuted enroiler* and nglo,rrx
the estabhshmriil ol grievance ptotranir*
Montana, ( tab and Wsoming passed laws that
locus echusweIY on lunning; qa? clauses .

At least |'metates fussed legisation ircfiliung

managrd caie organizationis to b.tvr wttllr

0o f

a*»t«n«z if s riiftpctfcy ***>*/ mkn Program
try Umcwszsr? 5*0x10 Th* Ccuvr] of Suit
sICVIWtWI

30 State Government New* Januaiy/Krtwiun 1998

standard* for Ixnh utilization reviewand griev-
ance 'orocedures. Most notable are Confecti-
cut™ [ B, 688.L. Missouri's I B. 335 and New
llampgliiir's S B, 1'*2 Connecticut require* the
commissioner* o| the department* of Insurance
and Public Health to develop and distribute
annual consumer rr>mtraids on all managed
care organizations, beginning in 1999, The
Missoufl bill require* health maintenance or-
ganization* to develop procedure* toallow an
enrollce who need* ongom(h; care from a spc-
culist to receive that caié without iiM obtaining
garc fer_ge}l Irom a primarv care physician fot
VIS,

At |east seven state* passed legislation under
which subscriber* can selec t from among clif
fcient del*' TV systems, including HMO. pre-
ferred rE)rowderor amzatlonsor Ire-for-*crvice
when needed, lather than choosing between
deliver* svxtem* during open enrollment peri
ods al place*ofemploviiieni. lowa*Il B. 133
require* carrier* that ollei a limited network
plan with small einplover* to olfer a point-of-
service option allowing such choice, t-argr
emPlov I* must olfei T com|-ol-wisice plan in
vshich the pine s arliuuallv determined, a
managed care plan that does not limit provid-
er*oran indriunitv plan _

Virgin @ mav consider similar J)roposal* In
1998, Tawmaker* hi 1997 fussed 11| R., 631,
which cteated a task [otce, »oexplore fsoint of
service option* lor V|_r(i|n|a s businesses. The
Lfsk lon € i ludrd |68!S ate s consumer*, pro-
sider*. liuginessc-sandiusuieis lliestate'sjotnt
taitnmtssion on Hemlili (air soil submit it*
litidutgs and ircoiiuurndationv to the gover-
not and the 1998 Griieial Asse_mblP{. ,

Hie lediT.il gosettiliii'nt alsoisfoflowing (he
health advtsory commission toute, President
Million, vdio in Match 1997 apfMiinted an

dvisors CavmnuMioti on <otisiunrr Protecuon
et Oiulitv in the Health ( air Induvtry, an-
nounced a Health ( aie | onsumir Bill ol
Righis in late Nmrtnber 1997 While it has
made mils recommendation* so lar, the com-
mission ha* received mixed irviewv Some
state™ view it a* iederal iiitiuvion, while other*
we it a*awateieddown version of several state
law* ahead* in place .

~In 19"8, state otlieiah should look lor led-

rial legidation tlut would wl a national stan
daid for ensuring qualm caie foensurr that
progress, in futient piotrenon continue*, an
*tjien hale«gue with piovideiv. cornumen. pay-
er* and government otlUuls eg all leveh will
tie neeexeat* -J
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Majoi Health Car* Policies: Ftfry State ProMect997

build protection into their Medicaid managed care programs, most ol which target children
and pregnant women on Aid to Families with Dependent Children.

Ai the year wound down, compliance with the new Title XXI children™! health insurance
program— a five-year, $24 billion federal block grant approved as part of the Balanced
Budget Act signed by Prendent Clinton on Aug. 5. 1997— became Topic A for states in
order to qualify for their share of the funds. Ina few instances, plans were submitted to the
Health Care financing Administration (HCFA) or, at the lesst, approved by the legislature
before the year ended. But with most sessions inadjournment when the law was signed, lhe
issue is likely to take a significant amount ol lime when lawmakers get back to business in
1998.

Sandwiched in between was a wide range of Issues with which legislatures had to acquaint
themselves, Irom nonprofit hospitals and Blue Cross and Blue Shield plans seeking to
“convert™ to for-profit status to balancing the promises of genetic testing against the
possibility ol discrimination in health insurance, from physician-assisted suicide to licensure
reform, from keeping tobacco out of the hands of youngsters to finding less costly, more
consumer-friendly options to nursing home caie for elderly and disabled citizens. Here are
some highlights of the year, followed by an in-depth reporton 10 key policy areas.

Finance: Managed Care and More

Il you had to sum up the most contentious health care issue ol the year in just two words,
"managed care” would do. In response to consumers® angst about the limits that managed
care imposes on the ability to choose a physician and ro providers”anger about what they
perceive as their ebbing control over patient care to insurance industry "greenshades,” 17
states enacted comprehensive laws regulating health plans, while two (New Jersey and
New Mexico) issued rules to do the same. Hut number supplements 13 laws modeled on
either lhe American Medical Association®s Patient Protection Act or the Managed Care
Consumers*® Bill uf Rights that were adopted between 1994 and 1996. Designed "to assure
fairmess to patients and providers,” the AMA model requires stales lo develop standards for
certifying managed care plans; spell out utilization review safeguards; and set forth
coverage options for patients, including a "pomt-of-service® option for going outside of the
plan for care, sub/cct to higher out-of-pocket costs. lhe bit. ol rigits, developed by the
Public Education fund of New York, is a more consumer-oriented model with provisions
addressing access, choice, quality, confidentiality and nondiscrimination, appeals and so
on

Comprehensive Reforms: The 1997 batch of bills addressed an even broaoer range of
issur*. including access (e g-, direct access, pomtol-servicc options), bans on gag clauses,
consumer grievance and appeals procedures, credenpalmg and certification, privacy of
medical records, disclosure of financial incentives and plan solvency. On access— arguably
the most important issue to consumers— for example, 33 statess now have laws or
regulations that give women inmanaged caie plans direct access to their OFi/CYNs, either
by letting them bypass a referral from a primary care gatekeeper or by designating an
OB/GYN as their primary care physician. A 199? Florida law also grants duett access tn
dermatologists and a Montana taw (0o advanced practice nurses under the state"s workers
compensation act. And New Jersey and Tetai joined New York this year in providing direct
access to specialists, when an enroKees medical condition warrants. In addition, 11 states
now offer the pomr-of-service option, though often with limits, to people who are willing to
pay more out ol pocket to see uut-ol-plan providers (Maryland. New York and Oregon
1995-Georgia and Minnesota. 1996. ond ldaho. lowa. Montana. New Jersey. Oklahoma
and Tesai. 1997). Plan use o1 'gig cfjusei."or contract language that doctors maintain
prohibits them Irom ditcuivng treatment options and other plan practices w«th paiienrt. also
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Overview

continued to command considerable artenrion. in )997, 21 states moved to ban use of gag
clause*, on top of 20 going into the year.

Mandated Benefits: The issue of plan coverage of emergency services and maternity and
mastectomy hospital stays also garnered continued attention, either as part o1 the
comprehensive reforms or as stand-alone bills. At the end o1 1996, 6 states had approved
laws that mandate coverage of emergency room visits that meet the "prudent layperson*
lest- that is, ifan individual could reasonably infer that the condition that took them to the
fR was, in fact, an emergency. In 1997, another 17 followed suit with laws, while New
Jersey and New Mexico addressed the issue through regulations. Since 1995, 41 states (17
of them in 1997) also have moved to mandate extended coverage ior hospital stays ior
mothers and newborns, to avoid a trend toward “drive-thru deliveries,” or discharge after
24 hours or less. Since March 1997. states also have moved to discourage “drive-thru,” or
outpatient mastectomies, by requiring plans to cover inpatient hospital care for
mastectomies (13 laws) and/or reconstructive breast surgery (17 lawi) for a length of time
determined appropriate by the attending physician. Mandated coverage for treatment,
education and supplies for diabetes was another popular theme of the year (see
Pharmaceuticals section).

Insurer liabMy: Should managed care plans be liable for medical malpractice ifa decision
todelay or deny care on grounds itisnot medically necessary results in harm toth* patient)
States grappled with that question in 199/ as they sought to respond lo physician and
patient pressure to curb the power of the managed care industry. Traditionally, health
insurers have been protected by state laws banning '“the corporate practice of medicine,”
which means the patient™s only recourse is to sue under a “vicarious liability" theory. The
present mood in many states, however, it to extend the scope of malpractice liability
beyond individual practitioners lo insurance carriers and plans themselves. A Texas law
enacted *nMay without the governor”s tignjture was the first to let patients who say they"ve
been harmed by a plan®s decision sue for malpractice (Almost immediately, insurers filed
suiton ground* that the law is preempted by the Employee Ketirement Income Security Act
(ERISA), a 1974 federal law that exempt* self-insured plans from state insurance regulation.)
In addition, seven states (ldaho. Louisiana. Missouri, New Hampshire, North Dakota.
Tennessee and Texas) approved legislation that bans the inclusion of indemnification, or
“hold harmless,” clauses that prohibit a provider from shifting ligbility to an insurer in
contracts between tho two parties.

ERISA: From mandated benefits to high-risk insurance pools to the malpractice question.
ERISA continues to be a thorn m me sides of ttate legislators and insurance regulators
While |l« federal preemption provision was intended to allow multistatc companies to
maintain uniform benefits plans across sure hnes. the effect has been to severely
Circumscribe state regulation of self insured plans which now encompass an estimated 40
percent of insured workers. And. while slates have regularly tctiesi the limits of IRISA
through both statute and regulation, court rulings on the issue have (ended to be variant and
piecemeal. wh<h means that any real “fix" will have to come fiom Congress. In 1996,
Congress made a gesture toward broadening the ERI5A tent by extending provisions ol the
Health Insurance Portability and Accountability Act IHIPAA) as well as two clinical
mandates (menial health parity and inpatient care after childbirth) fo both self- and
commercially- insured firms. The trend toward further fedml mandate* e likely to
continue— post-mastectomy hospital stays and regulation of managed care plans aie
already on tap -but that it something of a mixed blessing for states, which would much
prctff that ERISA itell be mod“hed to give the-m grrater regulatory control over the sl
insured maiket
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National Organization of

Physicians Wh o Care

Dissatisfied Physicians

More and more physicians are allying themselves with managed care organizations in order to keep
patients or attract new. insured patients. But a survey of 1.710 physicians finds that many of them believe
managed care -- such as that provided by health maintenance organizations (HMOs). preferred provider
organizations (PPOs) and point-of-servicc (POS) plans -- has had a negative impact on their ability to care

for patients and their satisfaction with medical practice.

PPOs are plans through which a sponsoring group negotiates price discounts with health carc providers in
exchange for patients. Members of POS plans can use an HM O provider and have full coverage or go out

of their provider network and have part of the cost of their treatment covered.
Among the findings of the survey, taken in 1995 and only recently made public:

e Nearly two in five physicians (38 percenti report that their ability to make the right decisions for

their patients has declined in the past three years.

e Forty-one percent report a decrease in the amount of time they spent with patients over the previous

three vears.

* Almost halt ot those in plans that pay prov iders either a discounted price or a fixed annual amount
per patient (capitated plansi rate their ability to get necessary treatment for patients - through
referrals, for example - as fair or poor, and almost two-thirds (62 percent) rate their ability to get

immediate approval for care as low.

e Sixty percent report very serious or somewhat serious problems with external review and with

limitations on their clinical decisions.

By contrast, among the physicians in tiaditional fcc-for-service plans, nearly two-thirds say they have
encountered no serious problems in referring patients to their choice of specialists, and 57 percent have
had no serious problems with reviews of clinical decisions prior to a patient's receiving carc.

Source: Karen Stoil Collins et al . "The Commonwealth Fund Surves of Plnsician Experiences with
Manured Carc." March IW7. Commonwealth Fund. One F. 75th Street. New York. NY. (212) 535dT10().
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