


© 00 N oo 0 b

10

12
13
14

WORK DRAFT WORK DRAFT

0-LSI116\B
Ford
359S

CS FOR HOUSE BILL NO. 359( )

IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTIETH LEGISLATURE -SECOND SESSION

BY

Offered:
Referred:

Sponsor(s):  REPRESENTATIVE RYAN
A BILL

FOR AN ACT ENTITLED
"An Act relating to regulation of health insurance plans; and providing for an

effective date."

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

* section 1 AS 21 Is amended by adding a new chapter to read:
Chapter 07. Regulation of Health Insurance Plans.

Sec. 21.07.010. Required filing with director, (8) An insurer that offers a
health insurance plan to resicents of this state shall file a form, as prescribed by the
director, with the director. The form must contain at least

(]) the official address and telephone number of the place of business
of the insurer; and

(2) a description of the insurer's intenal patient appeals process
available to cover persons to contest a denial, reguction, or termination of benefits, if
any.

(0 A health maintenance organization that holds a certificate of authority
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under AS 21.86.020 is exempt from the filing requirements of this section but shall
comply with the other provisions of this chapter.

Sec. 21.07.020. Required plan disclosure, (@ An insurer shall disclose in
writing to a subscriber the terms and conditions of the insurer’s health insurance plan
and shall promptly provide the subscriber with written notification of a change in the
terms and conditions before the effective date of the change. The insurer shall provide
the required information at the time of enrollment and on request thereafter.

() The information required to be disclosed by this section includes a
description of

(1) covered services and benefits to which the subscriber or other
covered person is entitled;

(&) restrictions or limitations on covered services and benefits,
Including physical and occupational therapy services, clinical laboratory tests, hospital
and surgical procedures, prescription drugs and biologies, radiological examinations,
and behavioral health services;

 financial responsibility of the covered person, including copayments
and deductibles;

(@ prior authorization and other review requirements with respect to
obtaining covered services;

() where and in what manner covered services may be obtained;

(6, changes in covered services or henefits, including an addition,
reduction, or elimination of specific services or henefits;

(7) the covered person's right to appeal and the procedure for initiating
an appeal of a utilization review decision made by or on behalf of the insurer with
respect to the denial, reduction, or termination of a health care benefit or the denial of
payment for a health care service;

© the procedure to initiate an appeal through the director; and

© other information that the director may require.

() The usurer shall file the information required under this section with the

director.
sec. 2L07.030. Managed care plan disclosure and notice, (3) In addition
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to the disclosure requirements provided under AS 21.07.020, an insurer that offers a
managed care plan shall disclose to a subscriber, inwriting, the following information
at the time of enroliment and annually thereafter:

11) a current participating provider directory providing information on
a covered person's access to primary care physicians and specialists, including the
number of available participating physicians, by provider category or speciality; the
directory shall incluce the professional office adaress of a primary care physician and
any hospital affiliation the primary care physician has; the directory shall also provide
Information about participating hospitals;

(@ general information about the financial incentives between
participating physicians under contract with the insurer and other participating health
care providers and facilities to which the participating physicians refer their managed
care patients;

(9 the percentage of the insurer's managed care plan's network
physicians who are board certified;

(4) the instrer's managed care plan’ standard for customary waiting
times for appointments for urgent and routing care; and

(5 the availahility through the director, on request of a member of the
general public, of independent consumer satisfaction survey results and an analysis of
quality outcomes of health care services of managed care plans in the state.

) On request of a covered person, an insurer shall promptly inform the
person whether a particular network physician is

(1) board certified; and

(2) currently accepting new patients.

© An insurer shall

i) promptly notify each covered person hefore the termination or
withdrawal from the insurer's provider network of the covered person's primary care
physician; and

v provice a prospective subscriber with information about the provide

network, including hospital affiliations, and, on request, other information specified in
this section.
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(d) The insurer shall file the information required by this section with the

director.

Sec. 21.07.040. Managed care medical director, (a) An insurer that offers
a managed care plan or uses a utilization review system in a health plan shall designate
a licensed physician to serve as medical director. The medical director shall be
designated to serve as the medical director for medical services provided to covered
persons in the state and is required to be licensed to practice medicine in this state.
The medical director shall be responsible for treatment policies, protocols, quality
assurance activities, and utilization review decisions of the insurer. The treatment
policies, protocols, quality assurance program, and utilization review decisions of the
insurer shall be based on generally accepted standards of health care practice. The
quality assurance and utilization review program shall be consistent with standards
adopted by regulation of the director.

(b) The medical director shall ensure that

(1) a utilization review decision to deny, reduce, or terminate a health
care benefit or to deny payment for a health care service because that service is not
medically necessary shall be made by a physician; in the case of a health care service
prescribed or provided by a dentist, the decision shall be made by a dentist;

(2) a utilization review decision may not retrospectively deny coverage
for health care services provided to a covered person when prior approval has been
obtained from the insurer for those services unless the approval was based on
fraudulent information submitted by the covered person or the participating provider:

(3) in the case of a managed care plan, a procedure is implemented
whereby participating physicians and dentists have an opportunity to review and
comment on all medical and surgical and dental protocols, respectively, of the insurer;

(4) the utilization review program is available on a 24-hour basis to
respond to authorization requests for emergency and urgent services and is available,
at a minimum, during normal working hours for inquiries and authorization requests
for nonurgent health care services: and

(5) in the case of a managed care plan, a covered person is permitted

to choose or change a primary care physician from among participating providers in

CSHB 359t ) .



WORK DRAFT WORK DRAFT O-LSI116\B

1 the provider network and, when appropriate, choose a specialist from among
2 participating network providers following an authorized referral if required by the
3 insurer and subject to the ability of the specialist to accept new patients.

4 Sec. 21.07.050. Employment of health care providers, (a) An application

5 for participation by a health care provider that is submitted to an insurer that offers a

6 managed care plan shall be reviewed by a committee of the insurer that includes

7 appropriate representation of health care professionals with knowledge of the

8 applicant's scope of professional practice.

9 (b) An insurer that offers a managed care plan shall establish a policy
10 governing removal of a health care provider from the provider network that includes
1 the folloming:

12 Q) the insurer shall inform a participating health care provider of
13 insurer's removal policy at the time the insurer contracts with the health care provider

14 to participate in the provider network and at each renewal of the contract;

15 (2i if a health care provider's participation will be terminated before the

16 date of the termination of the contract, the insurer shall provide the health care

17 provider with a 90-day wwitten notice of the termination and notice of a right to a

IS hearing: if requested by the health care provider, the insurer shall provide the reasons

19 for the termination in writing and shall hold a hearing within 30 days of the date of

20 the request; the hearing shall be conducted by a panel appointed by the insurer and

2 consisting of a least three persons, at least one of whom is a clinical peer in the sanme

N discipline and the same or similar speciality as the health care provider whose

23 participation is being terminated; the panel shall decide whether the health care

24 provider shall be terminated, reinstated, or provisionally reinstated, subject to

25 conditions set out by the panel: the panel's determination shall be in writing and shall

26 be made in a timely manner:

27 3) the notice and opportunity for a hearing required under (2) of thi
28 subsection do not apply when

29 (A) the contract expires and is not renewed;

30 <B) the termination is for breach of contract;

31 (C) in the opinion of the medical director, the health care
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provider represents an imminent danger to an individual patient or the public
health, safety, or welfare; or
(D) there is a determination of fraud;

4 if the insurer finds that a health care provider represents a

imminent danger to an individual patient or to the public health, safety, or welfare, the
medical director shall promptly notify the appropriate state licensing board.

Sec. 21.07.060. Managed care provider and patient protection. A contract
between a participating health care provider and an insurer that offers a managed care
plan

(1) must state that the health care provider may not be penalized or the
contract terminated by the insurer because the health care provider adts as an advocate
for the patient in seeking appropriate, medically necessary health care services;

(2) may nat provide financial incentives to the health care provider for
withholding covered health care senvices that are medically necessary; and

(3) must protect the ability of a health care provider to communicate
openly with a patient about all appropriate diagnostic testing and treatment options.

Sec. 21.07.070. Required contract provisions. A health insurance plan
offered to residents of the state nmust provide that

(1) coverage for a medical procedure that hes been preapproved by the
insurer may not be denied if denial occurs less than 96 hours before the medical
procedure is scheduled to commence; and

(2) if the insured has coverage under nore than one health insurance
plan, the primary insurer may not coordinate benefits with the secondary insurer if the
coordination reduces the benefits the insured is eligible to receive under the primary
or secondary health insurance plan.

Sec. 21.07.080. Choice of health care provider, (@) An insurer that offers
a managed care plan shall offer to every contract holder a point-of-service plan option
that would allow a covered person to receive covered services from an out-of-network
health care provider without obtaining a referral or prior authorization from the insurer.
The point-of-service plan option may require that a subscriber pay a higher deductible
or copayment and higher premium for the plan.
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(b) An insurer shall provide each subscriber in a plan whose contract holder
elects the point-of-service plan option with the opportunity at the time of enrollment
and during the annual open enrollment period to enroll in the point-of-service plan
option. The insurer shall provide written notice of the point-of-service plan option to
each subscriber in a plan whose contract holder elects the point-of-service plan option
and shall include in that notice a detailed explanation of the financial costs to be
incurred by a subscriber who selects that option.

(©) The requirements of this section do not apply to an insurer contract that
offers a managed care plan that provides health care services to Medicaid recipients
or to a federally qualified, nonprofit health maintenance organization.

Sec. 21.07.090. Health Care Appeals Board, (a) The director shall appoint
a Health Care Appeals Board to provide independent medical necessity or an
appropriateness of service review of a final decision by an insurer to deny, reduce, or
terminate benefits when the final decision is contested by the covered person. The
board may not review decisions regarding benefits not covered by the covered person's
health insurance plan.

(b) The director shall appoint at least seven, but no more than 15
representatives, to the board. Members shall senve two-year terms and may be
reappointed. Board members may not be compensated except for per diem and travel
expenses authorized for boards and commissions under AS 39.20.180.

(ci The director shall appoint members of the board from individuals who are
advocates for health care consumers, persons with mental illnesses, children, persons
with disabilities, senior citizens, public assistance, persons who are eligible to receive
medical assistance under 42 L'.S.C. 1396 - 1396p (Social Security Act), and from other
persons who have demonstrated a knowledge of the effect of the health care delivery
system on consuers in the state. Members shall be chosen to reflect the diversity of
consuners, including race, sex, age. economic status, disability, and health status.
However, members may not include a person with a financial or other conflict of
interest, a person who is directly and substantially involved in the delivery of health
care, an employee or principal of a health insurer, a health care plan supplier, a
manufacturer of medical care goods and services, or a health care provider.

7. CSHB 359( )
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(d) The board shall meet at least four times a year. The board shall elect its
own officers and shall designate its own committees and other organizational
structures.

(e) The director shall appoint a technical advisory board to assist the board.
The technical advisory board must include representatives of state agencies with
responsibility for areas of interest to the board.

(H A covered person may apply to the Health Care Appeals Board for a
review of a decision to deny, reduce, or terminate a benefit if the person has already
completed the insurer's appeal process, if any, and the person contests the final
decision by the insurer. The person shall apply to the board within 60 days after the
date the final decision wes issued by the insurer in a manner determined by the
director.

Sec. 21.07.100. Insurance benefit review, (a) [f a covered person applies
for an insurance benefit review under AS 21.07.090(f), the board shall promptly
review the pertinent medical records of the person to determine the appropriate,
medicaliy necessary health care services the person should receive based on applicable,
generally accepted practice guidelines developed by the federal government, national
or professional medical societies, boards or associations, and any applicable clinical
protocols or practice guidelines developed by the insurer. The board shall complete
its review and make its determination within 90 days of receipt of a completed

application for a review or within less time, as prescribed by the director.

(b) On completion of a review, the board shall state its findings in writing and

make a determination of whether the insurer's denial, reduction, or termination of
benefits deprived the covered person of medically necessary services covered by the
person's health care insurance plan. If the board determines that the denial, reduction,
or termination of benefits deprived the person of medically necessary covered senvices,
it shall make a recommendation to the covered person and insurer regarding the
appropriate, medically necessary’ health care services the person should receive. On
receiving the board's recommendation, the insurer shall promptly notify the covered
person and the director of what action the insurer will take with respect to the
recommendation. If the covered person is not in agreement with the board's findings

CSHB 359( ) 8
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and recommendation or the insurer's action on the recommendation, the person may

2 seek the desired health care senvices outside of the person's health benefits plan, at the

3 person's own expense.
4 (c) T the director determines that an insurer exhibits a pattern of
5 noncompliance with the findings and recommendations of the board, the director shall
6 review the insurer's utilization management program to ensure that the insurer is in
7 compliance with all relevant state lans and regulations, including utilization
8 management standards. If the director determines that the insurer is in violation of
9 patient rights and other applicable regulations, the director may impose penalties and
10 sanctions on the insurer, as provided by law.
1 (d) The director shall require the board to establish procedures to provide for
12 an expedited review of an insurer's denial, reduction, or termination of a benefit
13 decision when a delay in receipt of the service could seriously jeopardize the health
14 or well-being of the covered person.
15 (e) A covered person's medical records provided to the board and the findings
16 and recommendations of the board are confidential and shall be used only by the
17 director, the board, and the affected insurer for the purposes of this chapter. The
18 medical records, findings, and recommendations may not otherwise be divulged or
19 made public in a manner that discloses the identity of a person to whom they relate
20 and may not be included under materials available for public inspection.
21 (f) The cost of an insurance benefit review shall be paid by the insurer under
22 a schedule of fees established by the director.
23 Sec. 21.07.110. Immunity under appeal program, (&) A member of the
24 board who participates in an insurance benefit review may not be held liable for civil
25 damages for an action taken within the scope of the member's function on the board.
26 (b) An insurer that is the subject of an insurance benefit review is not liable
27 for civil damages to a person for an action taken to implement a recommendation of
28 the board.
29 Sec. 21.07.120. Required report. The director shall annually report to the

legislature and to the governor on the status of the health care insurance benefit review
program. The report must include

9 CSHB 359( )
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(1) a summary of the number of reviews conducted and medical
Specialties affected;

(2) a summary of the findings and recommendations made by the
board;

(3) a list of actions taken by the director against an insurer; and

(4) any other information and recommendations determined appropriate
by the director.

Sec. 21.07.130. Consumer surveys. An insurer that offers a managed care
plan shall comply with the director's reporting requirements with respect to quality
outcome measures of health care services and independent consumer satisfaction
sunveys. The director shall make available to a member of the general public, on
request, the results of the independent consumer satisfaction survey and the analysis
of quality outcome measures of health care services provided by managed care plans
in the state, prepared by the director.

Sec. 21.07.140. Employer notice. An employer who provides a
comprehensive self-funded health insurance plan to employees or their dependents, or
both, in the state shall annually, and on request of an employee at other times during
the year, notify the employees that they are covered by a self-insured plan that is not
subject to regulation by the state and specify those mandated health insurance benefits
established by law that are not covered by the self-insured plan. The director shall
notify the commissioner of labor of any health insurance mandates enacted into law.
and the commissioner of labor shall notify employers in a timely manner of the health
insurance mandates subject to the provisions of this section.

Sec. 21.07.150. Enforcement; penalty. The director shall establish
enforcement procedures to ensure compliance with this chapter. Material violations
of a standard or requirement may be punished by a civil penalty of up to S2.000. In
the case of conduct constituting a pattem of repeated, material violations, the director
may also rescind approval of or limit the operation of a plan. Before imposing a
sanction, the director shall provide a managed care plan with an opportunity to be
heard in connection with the alleged violations and the possible sanctions.

Sec. 21.07.500. Definitions. In this chapter,
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(1) "board’ means the Health Care Appeals Board:

(2) "health care provider" means an acupuncturist licensed under
AS 08.06; an audiologist licensed under AS 08.11; a chiropractor licensed under
AS 08.20: a dental hvgienist licensed under AS 08.32; a dentist licensed under
AS 08.36; a marital or family therapist licensed under AS 08.63; a direct-entry
midwife licensed under AS 08.65; a nurse licensed under AS 08.68; a dispensing
optician licensed under AS 08.71; a naturopath licensed under AS 08.45; an
optometrist licensed under AS 08.72; a pharmecist licensed under AS 08.80; a physical
therapist or occupational therapist licensed under AS 08.84; a physician’s assistant
certified under AS 08.64; a physician licensed under AS 08.64; a podiatrist licensed
under AS 0S.64; a psychologist and a psychological assodiate licensed under AS 08.86;
a clinical social worker licensed under AS 08.95; an emergency medical technician
certified under AS 18.08.0S2: a mobile intensive care paramedic trained as required
under AS 18.08.082; a hospital as defined ir. AS 18.20.130. including a govemmentally
owned or operated hospital: and an employee of a health care provider acting within
the course and scope of employment;

(3) "health insurance™ hes the meaning given in AS 21.12.050;

(4) "managed care contractor” means a contractor who establishes,
operates, or maintains a network of participating health care providers, conducts or
arranges for utilization review activities, and contracts with an insurer, a hospital or
medical service plan, an employer or employee health care organization, or another
entity providing coverage for health care services to operate a managed care plan;

(5) "managed care entity” includes an insurer, hospital or medical
service plan, health maintenance organization, an employer or employee health care
organization, or a managed care contractor that operates a managed care plan;

(6) "managed care plan" means a health care plan operated by a
managed care entity: "managed care plan” does not include an integrated medical
group contracting with a health care plan for the direct provision of health care
services to a health care plan enrollee;

(7) "participae.ng health care provider" means a health care provider
who has entered into an agreement with a managed care entity to provide services or

11~ CSHB 301 )
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supplies to a patient enrolled in a managed care plan;

(8 "provider" means a health care provider:

(9) "utilization review' means a system of reviewing the medical
necessity, appropriateness, or quality of health care services and supplies provided
under a managed care plan using specified guidelines, including preadmission
certification, the application of practice guidelines, continued stay review, discharge
planning, preauthorization of ambulatory procedures, and retrospective review.

* Sec. 2 RECOMMENDATIONS FOR LEGISLATION, (a) The director of the division
of insurance shall develop recommendations for legislative action to address the issue of
regulating health care or managed care entities that seek to contractdirectly withemployers
or other purchasers on a risk-assuming basis. The recommendations mustidentify the type
of health care or managed care entities and the scope of activities of these entities that should
be subject to regulation by the state. In preparing the recommendations, the director shall
consider the current state statutory and regulatory requirements for health maintenance
organizations and insurance companies issuing health benefits plans in the state, as well as
federal legislation and laws and court rulings, to determine how these health care and managed
care entities that assunme risk should be regulated.

by The director shall report to the legislature and to the governor as required by (a)
of this section within one year of the effective date of this Act.

* Sec. 3. This Act takes effect July 1, 1998.

CSHB 30( ) 12-
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This bill is offered to impaose requirements on managed care providers to enhance patient
care, including advocacy of patient care and prohibiting financial incentives to withhold

health care.

Requires insurer to disclose terms and conditions of the health insurance plan upon
enroliment, annually and upon request. This information shall provide for but not be
limited to a current provider directory and referral information.

Provides for a designated medical director and imposes his/her duties and responsibilities
and provides for the establishment of a notice and hearing procedure for the termination

of a health care provider.

Requires the option to allow covered persons to receive health care from any non-
participating health care provider.

Establishes an appeals board to review decisions by an insurer to reduce, deny or

terminate benefits and requires written decisions.



Legislative Research Report98.041
February 20,1998

An Overview of Managed Care in the United

States

Legislative Research Services
Division of Legal and Research Services
Legislative Affairs Agency

Alaska State Legislature

Prepared for Representative Joe Ryan

Prepared by Paul Brandt, Legislative Analyst

Legislative Research Services

130 Seward Street, Room 218

Juneau. AK 99801

907-465-3991

907-463-3351 (fax)
www.legis.state.ak.us/legres/legres. htm


http://www.legis.state

SUMMATY - e e e e e e e e e e e e e ;ceccecaceccecceecceccecccecceccescceccesccecceeanennn
DefininNg Managed Car @ ...ttt e e e e et e e st ee e e ab e e eee e sateeeaeeesabeesateeesbeeesabeeaabaeeateeesateensneeannes

Comparing Managed Care and T raditional Fee-For-Service Care......ccccccooiiiiiiiiiiiiiic v 2

Managed Care - The Dominant Form of Health Care Today ....ccccoiiiiiiiiiiii et 3
In ths Midst of Tumult: A Consumer and Provider BackIash ... 3
Summary

You asked us for a revised version of a Legislative Research report written in 1996.1 You were
interested in a general discussion of managied care but not a review of model laws and
requlations used In other states. This report deletes those sections that were of no interest to you
and presents the remaining information in basically the same form as it appeared in the original

report.

This report provides a brief discussion of managed care, the dominant form of health care for
employed Americans. Although it prevails elsewhere, managed care as it is rg];,enerally defined,
does not abound in Alaska. There are no health maintenance organizations in this state’and most
private medical care here is "fee-for-service," a system in eclipse in many other states. This
memorandum begins by comParlng managed_ care with fee-for-service care. It notes managed
care's growing dominance elsewhere and cites observers' warnings that these changes are
"cataclysmic" and the stuff of which fortunes are made and lost. The memorandum ends with a
list of some of the issues facing policymakers who wish to regulate the evolving health care

industry.

Defining Managed Care

The words "managed care" are used so often and so loosely that they defy definition. Even
Health Affairs editor John K. Iglehart, who seldom fails to translate jargon into limpid prose, cannot
subdue this hackneyed term:

Managed care is a system that, in varying degrees, integrates the financing and
delivery of medical care througkh contracts with selected physicians and hos?ltals
that provide comprehensive health care services to enrolled members for a
predetermined monthly premium.2

Legislative Researcn Report 96.020. "Model Laws Regulating Health Maintenance Organizations." Maureen Weeks.
February 21,1996.

2 New England Journal of Medicine. Vol. 331, No. 17, October 27,1994.
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If the concept resists broad definition, it is also beyond the reach of writers who rely on details to
define: their efforts swamp the reader in acronyms and esoterica.3 With this in mind, we forego a
formal definition. Instead, we will describe managed care by saying what it is not. That is, we wil
contrast "managed care" with traditional "fee-for-service" medicine.

The first important difference between managed care and fee-for-service care is the manner in
which the provider is paid. Ina fee-for-service system, providers earn money each time they treat
a patient. 'Under managed care, providers are paid a lump sum upfront for ‘each person enrolled
in the health care plan, whether or not the person ever receives care (this is called capitation). In
other words, a managed care comﬁany_gets the same amount of money for a person the doctor
never sees as itdoes for a very sick patient who requires expensive care. Very simply put, under
traditional fee-for-service medicine, each service or treatment adds to the provider's bread and
butter, bringing with it the possibility of "overutilization" of medical care. Under managed care,
each service or treatment eats into the provider's potential bread and butter, bringing with it the
possibility of "underutilization" of medical care.

The second major difference is in how the two systems deal with the matter of health insurance,
In fee-for-service medicine, health care is delivéred under one roof, and insurance is delivered
under another; under managed care, health care and insurance are under the same roof. With
fee-for-service medicine, physicians decide how much care to deliver and, if the patient is insured,
insurance companies pay at least part of the cost. Patients generally perceive that the physician's
Prlma[y concern is their health needs. With managed care, managers look at the health plan's
inancial picture and make decisions that directly affect the way the plan’s doctors deliver health
care (for example, "inexpensive” doctors may get year-end honuses, while “expensive” doctors
may face year-end fines). The plan acts as a health care provider when its doctors treat patients;
itaCts as an insurer when it bears the risk that the patients might be expensive, With this system,
the patient may perceive that the doctor has two masters: the plan and the patient.

The prototype for mana%ed care is the health maintenance organization (HMOQ), a system which
traditionally ‘lequires patients to get their care from providers who are emploge by or who
contract with the HMO plan. Increasingly, HMOs are allowing patients to go to doctors who are
"outside" the plan, if the patient is willing"to pay an additional cost (this variation on the theme i
called point-of-service Of PO?. Other health insurers manage care by requiring patients to go to
Browders named on a list made up by the insurance company (preferred provider organizations O

POs). This is but one mutation ‘of the HMO template;”there are many others, with more

predicted.

3Ccnsider, for example, this alphabet soup of acronyms describing managed care systems: HMOs, PPOs. IPAs. PHOs.
POS. IDS. FFS and MSOs (translations: health maintenance organizations, preferred provider organizations, independent
practice associations, physician hospital organizations, point-of-service plans, integrated delivery systems, fee-for-servico and
management services organizations).
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Managed care has become the dominant form of health care in the United States.4 In 1995, 69
percent of all persons whose health insurance was provided by an employer were enrolled in
managed care plans, up from 47 percent in 1991.5 Managed care enrollment more than doubled
between 1986 and 1994, growing from 50 million people to almost 120 million.6 The portion of
Americans whose care is "managed" becomes far larger when the concept is defined to include
fee-for-service health insurance plans in which the J)ayer the health insurer) second-guesses the
pthsmlan about the need for intended or completed care (a process known as utilization review).
A anuary_ 1996 Business Week article describing the upheaval in the health care industry reviews
these statistics and concludes that in numbers alone, "managed care now calls the shots.”

In the Midst of Tumult: A Consumer and Provider Backlash

Observers describe medicine's changes from cottage industry to today's commercial networks as
"cataclysmic." "unprecedented,” “irreversible," and” "stunning." One health lawyer wams that
"fortunes are being made and lost, careers changed forever" in the tumult.7 Av/arethat the stakes
are high, consumers and providers are asking State lawmakers for protection. Industry analyst
Sue Laudicina predicts that this year no region of the country "will escape the provider and
consumer backlash against the spread of managed care arrangements"8 and health care lawyers
predict a stream of cases challenging managed care organizations' decisions to refuse to pay for

certain treatment,

Lawmakers and regulators in several states are paying close attention to changing aspects of
managed care, among them:

4 Financial incentives that lead providers to deny needed care.

4 Grievance procedures for patients who feel they are denied coverage and for
providers who are denied entry into managed care networks.

4 The notion of "risk" and whether states should regulate all plans which act as
insurers (that is, plans which "bear the risk" of the expense of patient care).

4 Certification of firms that oversee provider practices ("utilization review").

4 1n this section, ‘managed care" is defined as care delivered through HMOs. PPOs and POS plans.

5 Healthcare TrendS RepOd *1996 Industry Outlook.' January 1996. p. 3.

0 Agency for Health Care Policy and Research. U S. Department of Health and Human Services. "Managed Care and
Integrated Delivery Systems," introduction to a workshop. September 1995.

7Theseauotations from K. H. Hammonds, “The Patient is Stable - For Now." BUSIneSS V\kek January 8,1996. p. 102 and

frem Manage Care RepOI’[er. “Predictions for 1996." Bureau of National Affairs. January 10.1996, p. 36 (citing health care lawyer
Dcugias Hastings, Epstein Becker & Green, Washington, D.C,).

8Managed Car\/ Remrter. "States Drop Comprehensive Reforms, Take Up 'Anti-Managed Care' Efforts," Bureau of
National Affairs, February 7,1996. p. 123.
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* "Any wiIIin? provider" laws which require plans to include any provider who is
willing to play by the plan's rules.

& "Point-of-service" options: should states require them?
+ Quality of care provided under managed care: how to measure it?

* Sollventcy: requlating managed care companies to assure that they remain
solvent,

& Marketing: regulating how managed care organizations market their plans.

We hope this overview of managed care in the United States today has been useful to you. If you
have any further questions please don't hesitate to call this office.
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Please schedule a hearing for House Bill No. 359 at your earliest convenience. Thank
you for your consideration.
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 359
1998 LEGISLATIVE SESSION
Revision Date (N ote if COI’I’ECtiOﬂ) Dept. Affected Commerce & Economic Development
Title An Act relating to Health Insurance Plans BRU Insurance

Component Insurance
Sponsor Representative Ryan
Requester (H) STA Component Serial No. 354
Expenditures/Revenues
OPERATING EXPENDITURES FY 99 FYOO FY 01 FY 02 FY 03 FY 04
Personal Services 51.3 51.3 52.3 52.3 53.3 53.3
Travel 34.3 48.3 48.3 48.3 48.3 48.3
Contractual 10.0 12.0 12.0 12.0 12.0 12.0
Supplies 1.0 2.0 2.0 2.0 2.0 2.0
Equipment 5.0

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 101.6 113.6 114.6 114.6 115.6 115.6

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

1002 Federal Receipts

1003 GF Match

1004 GF 101.6

1005 GF/Program Receipts 113.6 114.6 114.6 115.6 115.6
1037 GF/Mental Health

Other (Specify Type)

TOTAL 101.6 113.6 114.6 114.6 115.6 115.6
Estimate of any current year (FY98) cost: 00
POSITIONS
Full-time 1 1 1 1 1
Part-time
Temporary

ANALYSIS:  (Attacha separate page ifnecessary) _ _
Expenditures are based on the addition of one full time Insurance Analyst Il who will act as the support for

the Health Care Appeals Board plus the nominal associated costs related to the position and to the four
board meetings throughout the year.

Prepared by  marianne K. Burke. Director Phone_ 465-2515
Division Insurance Date_ 3/2/98
Approved by  Commissioner Deborah B, feedwick//* C- L Date s
Agency Commerce & Economic Development

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information, call the Governor's Legislative Office
(Rev9-97 gatnlom n.vOMB Page 1 0f1



Author: Barbara Cotting at LAA TRANS

Date: 2/26/98 1:34 RM

Priority: Normal

TGO shari_kochman@gov.state.ak.us at CC2VHSL
Subject: details

| have scheduled the following for hearing on Tuesday, March 3,
and need fiscal notes.

HR 1 Limit session to 90 days Elections
HB 359 Health Insurance Regulation Commerce
HIR 59 Desecration of U.S. Flag Admin

HB 338 Annul All Admin Regs;Repeal APA Admin
HB 413 Initiative Petition GComp. Election
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 359
1998 LEGISLATIVE SESSION

Title An Act relating to Health Insurance Plans BRU Insurance
Component Insurance

Sponsor Representative Ryan
Requester (H) STA Component Serial No. 354
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 99 FY 00 FY 01 FY 02 FY 03 FY 04
Personal Services 51.3 51.3 52.3 52.3 53.3 53.3
Travel 34.3 48.3 48.3 48.3 48.3 48.3
Contractual 10.0 12.0 12.0 12.0 12.0 12.0
Supplies 1.0 2.0 2.0 2.0 2.0 2.0
Equipment 5.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 101.6 113.6 114.6 114.6 115.6 115.6
CAPITAL EXPENDITURES |
CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 101.6
1005 GF/Program Receipts 113.6 114.6 114.6 115.6 115.6
1037 GF/Mental Health
Other (Specify Type)

TOTAL 101.6 113.6 114.6 114.6 115.6 115.6

Estimate Of any current year (FY98) cost: 0.0
POSITIONS
Full-time 1 1 1 1 1
Part-time
Temporary

ANALYsIS:  (Atlach a separate page itnecessary) _ _
Expenditures are based on the addition of one full time Insurance Analyst Il who will act as the support for

the Health Care Appeals Board plus the nominal associated costs related to the position and to the four
board meetings throughout the year.
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Prepored by Marianne K. Burke, Director Phone_ 465-2515
Division Insurance Date_ 3/2/98
Approved by Commissioner Deborah 8. 1St i 1w Date , r
Agency Commerce & Econonlﬂlﬁ‘:[)evelopment
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