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PLUTO SC RE E N PR IN T C O M P A N Y
- sincê 1975 £J-1y4e.ll-

SERVICE • Q U A L I T Y  • VERSATILITY ? * S # W

• SIGNS • DECALS • POSTERS 
• DISPLAYS • BANNERS • LABELS 

• T-SHIRTS • JACKETS • CAPS
IN STOCK 

MADE IN ALASKA 
TAGS, LABELS, 
DECALS.

PHONE 258-6061 • TOLL FREE 8 00 -4 78 -2 8 63  • FAX 277-1134  
131 POST ROAD, ANCHORAGE, AK 99501

W h e n  y o u  n e e d  f a r m  p r o d u c t s

 C o n s i d e r ------------------

A l a s k a  F a r m  P r o d u c t s

For fresh, high quality, Alaska products, 
adapted to northern growing conditions.
• Seed • Feed • Fiber • Milk
• Produce • Meat • Plant Materials

For In form ation , con tact: 
Departm en t o f N atu ra l R esou rces  
Division o f A gricu lture  
P .O . Box ' 19 
Palm er. A iuska 9 9 6 4 5  
(9 0 7 ) 7 4 5 -7 2 0 0

•Maska D epartm ent ol

NATURAL
RESO URCES

Make It Alaskan. Inc. is prouil to join 
Ogden Allied Facility Management of 
Alaska, Inc.. in sponsoring yearly Alaska 
product trade shows. These trade shows 
are held each fall in Anchorage, and each 
spring in Fairbanks. Alaskan manufactur­
ers must be certified in the "Made In 
Alaska" program to participate, and are 
encouraged to call 451-7X00 in Fairbanks 
or 279-06IS in Anchoraee lor informa­
tion on the shows..

The shows are an all out effort to bring 
Alaskan made products under one roof, 
and present them to the rest of Alaska.
Our goal is to educate Alaskans as to 'lie 
importance of supporting and purchasing 
locally manufactured products. We need 
to become aware of the variety o f Alaskan 
products which are available, and local 
manufacturers must be given an opportu­
nity to compete with those products that 
come in from "Outside".

"D1SIM.AV ALASKA", our name for the 
trade shows, w ill take place September 2N, 
2d. 30, 1W0 in Anchorage. A final dale
at Ihe Carlson Center in Fairbanks for 
spring I dd I has not yet been set.



NAM E OE COMPANY  
N am e___________________

MADE-IN-ALASKA
Application for Certification

OWNER 
_____________N am e______________

1)111) I'SK ONLY 
Authorization Number____

Address Address

Phone________________________________________________  Phone .
Product M a n u fa c tu re d __________________________________________
Owner _______________________________   Business License *

Signature Date
t o n  o m e n  u s i - :  o n i y

FIELD INSPECTION
Retail ~  W holesa le □ Both □

Description o f  M anufacturing Facility ____________ Comments

Number o f  Employees: ____________________________________________________
Fu ll T im e  Part T im e  Seasona l  P roduet(s ) appears to meet criteria ID
Field Inspector N am e:_______________________________  Product(s) appears not to meet criteria □

S igna tu re_________________________________  D a t e _________ O rg a n iz a t io n ________________________  P h o n e _____________

Affidavit of Eligibility for Remote Manufacturing Sites
This affidavit is to be used ONLY at the direction o f the derailment or designated agent.
The aflidasn must be signed by the owner, and requires two witnesses.
I, the undersigned, do hereby terrify that I manufacture a ptoducl (or products) in Alaska, and that this product (or products) salisfies the
requirements of ilie MADLINALASKA program, as specif A the Department of Commerce md Lconoimc Development, and I requesi
that I be authorized!!! use the M SDLIN-AI ASK A ts'go 10 i. .. fy the product (or products) specified abose. In addition. I lake full respon­
sibility for Ihe proper used of said logo in accordance wirh .-si 45.50.170.

Signed
Name of Owner Dale

Witness__________________________________________________  Witness--------------------------------------------------------------------
Dale Dale

DIVISION OF BUSINESS I>EVEIX)I»MENT USE ONEY
I liasc reviewed th application and ficlJ inspection icpoir Cerlificalion s'f this product (or prs>ducls| under ihe requirements of the MADI 
I'. ALASKA Program is Approved Denied

“signes!
I’nmed Name________  TiOc

tis ; w Date   - ------

XV I I



□
The MADE IN ALASKA program is an ongoing effort by the Department of Commerce and Economic Development, Division 
of Business Development, and Make It Alaskan, Inc. for the purposes of identifying and promoting products manufactured in 
Alaska. The MADE IN ALASKA trademark, a logo with a mother bear and her cub, named "TOKLAT and MISHKA", is 
registered with the State of Alaska and cannot be used without written permission of the Department of Economic 
Development, the trademark holder. Before a product can use the logo, it must meet the necessary criteria and be certified 
by the commissioner of the department. The logo goes to the product and not to the manufacturer.

Any Alaskan business that manufactures a product in Alaska may apply for certification. To qualify for permission to use the 
MADE IN ALASKA logo, the applicant must meet all of the following requirements, as appropriate:

1. Maintain the product manufacturing operations within the State of Alaska.
2. Produce a finished, manufactured product that is intended for sale by the producer, either wholesale or

retail, in which the majority of value added processes were completed within the state.
3. A finished product, that has been partially manufactured in the state may qualify to use the MADE IN 

ALASKA logo if the applicant can show proof that no Alaskan facility has the capability to do the work 
being done outside.

4. The manufactured product must be made from Alaskan raw materials unless the manufacturer can show
proof that the raw material does not economically exist within the state.

5. Allow the department or its designated representative to inspect the manufacturing facilities to verify 
in-state production. Where an inspection is not possible due to the location, an affidavit for remote 
sites is included in the application. Owner’s signature must have two witnesses.

6. Have, or be in the process of obtaining, an Alaskan Business License.

We currently have product inspectors at the following locations in Alaska. Please contact the inspector at your location 
when you have completed the first portion of the application.

ANCHORAGE Make It Alaskan, Inc.........................258-2878
ANCHORAGE Division of Business Development 562-2728
ANCHOR PT Chamber of Commerce.....................235-8351
BARROW.................................................................... 852-2611
CORDOVA Chamber of Commerce........................424-3899
FAIRBANKS Chamber of Commerce......................452-1105
HOMER Chamber of Commerce............................. 235-8944
JUNEAU Division of Business Development 465-2017
KENAI Chamber of Commerce................................283-7989
KENAI PENINSULA AREA....................................... 283-3335
KETCHIKAN Chamber of Commerce......................225-3184

KODIAK Chamber of Commerce............................. 486-5557
MOOSE PASS, COOPER LANDING AREA 288-3168
PALMER - WASILLA AREA.................................... 376-1060
PETERSBURG Chamber of Commerce................ 772-3646
SAXMAN 225-4421 (gift type items, call 586-2108)
SEWARD Chamber of Commerce.......................... 224-3046
SITKA Chamber of Commerce.................................747-8604
SOLDOTNA Chamber of Commerce......................262-9814
VALDEZ Chamber of Commerce............................ 835-2330
WILLOW AREA......................................495-6823 495-6498

Mail the finished application to: D iv is ion o f B u s in e s sD eve lo pm en t-3 601  CStree t , Suite 7 2 4 -  Anchorage, A laska 99503

There are no fees or license costs to participate in the MADE IN ALASKA PROGRAM. Once certified, you can purchase logo 
stickers, tags, and labels at your local print shop by giving them your authorization number. You may use the logo in the 
advertising of your product. This includes letterhead, brochures, business cards, store displays, etc., as well as on any 
packaging your product comes in. The logo may be any size or combination of colors ‘mu choose. The only requirement is 
that the integrity of the logo be maintained, i.o. the two bears in a rectangular format witn MADE IN ALASKA at the bottom,

IT IS IMPORTANT THAT YOU LET US KNOW OF ANY CHANGES THAT OCCUR IN YOUR BUSINESS , I.E. LOCATION, 
PRODUCT LINE ETC. PLEASE CALL US FOR THIS OR ANY QUESTIONS: MAKE IT ALASKAN. INC. 258-2878

W ill



□ □

-CUSTOM  W IN D O W  TREATM ENTS 
-DECO RA TO R  SERV IC E  
-UN CO M PRO M ISED  Q U A L IT Y  
-W A LLPA PER  
-M IN I-B L rN D S , V ERT IC A L  DRAPES. ETC.

IIOURS-.M-F 9AM-5PM

#2300
"It does matter"

Call fo r an Appointment

( 3 4 5 - 1 5 5 6 )

11900 Industry W ay Bldg. M -8 | 
Huffman Business Park

B & N W O R K R O O M  D R A P K K Y
Anchorage 345-1556

Locally owned and operated. 13 & N Drapery. Inc. 
was established in 1983 and has grown front a fabric 
showroom and workroom specializing in custom 
drapery treatments into a complete drapery design 
center capable o f reflecting the diverse individual 
styles of decor sought by clients at both home and in 
the office. All custom silk work is fabricated locally. 
Wallcovering, cu ..om order furniture, and carpet are 
also available.
Contact: Nancy Dickerson.

SUPPORT!
Phone orders: (907) 562-4248 

In A laska  (800) 478-4248 
F A X : 562- 6523

P L E A S E  A LLO W
TW O  W E E K S  FO R D E L IV E R Y

SO LD  TO : SH IP  TO :

A D U L T S I Z E  A N O  Q O A N T I ' l r%- P rice F re ig h t Su b to ta l
S M i. X L

A 5 12.00 ca. * 2 .0 0  ea.
U 19.50
C 24.50
D 19.50

T O T A L
K M»by Shirts .size 2 SIZ111 4 PINS At in

8.00 $5.00
Ia ■*r #*1 -.Si

XIX



I n te r n a t io n a l B r o t h e r h o o d  o f  
E le c tr ic a l W o r k e r s  
L o c a l U n io n  1 5 4 7

Representing highly trained 
Alaskan journeymen crafts­
men skilled in all aspects of 
the electrical and 
communications industry.

■K,

Executive Board M embers:

Vernon C. (Hud) Garrison, President 
David K. Elliott, Vice President 
Elma M. Williams

Recording Secretary 
Kmite Anderson, Treasurer 
Ronald E. Smith, Unit 101 
Carl Grosman, Unit 102 
Mike J. Notar, Unit 103 
Denny Zeiser, Unit 104 
Gary Brooks, Business

Manager/Financial Sec re ta rv

2702 Denali Street 
Anchorage. Alaska 99503 
(907)272-6571

60 i lull Street 
Fairbanks. Alaska 96701 
(907)456-4248

B  124 Front Street
Juneau, Alaska 99801 
(907)586-3050

■ 2204 Tongass Street 
Ketchikan. Alaska 99801 
(9071 225-4020

■ 36275 Kenai Spur Highway 
Soldotna. Alaska 99669 
0><)7l 262-1547



CIRI is an Anc

and
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L o o k i n g  t o  t h e

age based "bJative Corporaticn 

urce.developmentj;eaLestate 

merciai broadcasting.

\  • /V -- /
w h i l e  p r e s e r v i n g  o u r  p a s t .

Corporate Headquarters 

2525 " C "  Street 

P.O. Box 93330, Anchorage, Alaska 99509-3330 

(907) 274-8638

CQQKmE.LREGIQN.lNC,
provides Make It Alaskan, Inc. with 
office space and technical support. 
Without thcirassistance, this publication 
would not have been possible.

PUBLISHED IN ALASKA 
Cover designed by Kirschbaum 

Corporate Marketing.
James Moore 

AMAC Computer Services 
Cover photography by Shelley Metcalf 

Layout by Gail Kelly Manley 
Data base by Lisa Frostad 
Marketing by Bob Goodman 
Printed by AT Publishing





REPRESENTATIVE
J E R R Y  M A C K IE Alaska State legislature WHILE IN JUNEAU P. O BOX V JUNEAU ALASKA 99811
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^ouse of ftcprctfcntatibes

Sena te  CS f o r  CSHB 247 (L&C)
The f o l l o w in g  changes have been made i n  th e  d r a f t  L ab o r  and
Commerce Committee S u b s t i t u t e :
S e c t i o n  2 (D) and (F ) were combined t o  p r o v id e  t h a t  an

a p p l i c a n t  f o r  l i c e n s u r e  i s  n o t  th e  s u b je c t  o f  
an ad v e rs e  o r  u n r e s o lv e d  c om p la in t ,  
i n v e s t i g a t i o n  o r  re v iew  p ro c e d u re .

S e c t i o n  4 (B ) page 4 ,  l i n e s  3 - 4  " i n  s c op e , q u a l i t y  and
d i f f i c u l t y "  d e le t e d ;  i t  now p r o v id e s  t h a t  an 
a p p l i c a n t  f o r  l i c e n s u r e  by c r e d e n t i a l s  must be 
l i c e n s e d  in  a n o th e r  s t a t e ,  t e r r i t o r y  o r  r e g io n  
o f  th e  U .S .  w ith  l i c e n s i n g  re q u ir em en ts  a t  
l e a s t  g e n e r a l l y  e q u i v a le n t  t o  th o s e  i n  A la sk a  
a t  th e  t im e  o f  a p p l i c a t i o n ; d e le t e d  " t im e  o f  
l i c e n s u r e  i n  th e  o t h e r  s t a t e ,  t e r r i t o r y  o r  
r e g i o n " .
(C) page 4 ,  l i n e  7 -  i n s e r t e d  "w h i le  p r a c t i c i n g  
i n  th o s e  j u r i s d i c t i o n s "  a f t e r  l i c e n s e d .
(D) page 4 ,  l i n e s  9 - 1 5  -  adop ted  th e  amendment 
p ro p o sed  by th e  s p o n s o r  which s p e c i f i e s  t h a t  an 
a p p l i c a n t  f o r  c r e d e n t i a l i n g  must have been 
engaged f o r  5 y e a r s  in  a c t i v e  c l i n i c a l  p r a c t i c e  
in  good s ta n d in g  w h i le  (1 )  l i c e n s e d  i n  a n o th e r  
s t a t e ,  o r  (2 )  w o rk ing  f o r  th e  f e d e r a l  
government a f t e r  h a v in g  been l i c e n s e d  by a 
j u r i s d i c t i o n .
(E ) and ( J )  were combined as in  s e c t i o n  1 .
(H) d e le t e d  language  t h a t  th e  a p p l i c a n t  has n o t  
f a i l e d  th e  s t a t e  c l i n i c a l  e x am in a t io n .  Was (G) 
i n  House R u le s  CS.
( 2 ) (c )  page 5 ,  l i n e s  1 5 - 1 6  -  rew ro te  th e  
s u b s e c t io n  p r o v id in g  t h a t  th e  b oa rd  s h a l l  adop t 
r e g u l a t i o n s  t o  imp lement t h i s  s e c t i o n ,  d e le t i n g  
fo rm e r  ( c ) (2 )  which r e q u i r e d  t h a t  a l l  pape rw ork  
had t o  p ro v id e d  d i r e c t l y  t o  th e  b o a rd  from  th e  
i n s t i t u t i o n ,  agency o r  j u r i s d i c t i o n .



SECTIONAL ANALYSIS

Section 1

S e c t i o n  2

S e c t i o n  3

S e c t io n  4

SCSCSHB 247 (L&C)
R e q u i re s  th e  B oa rd  o f  D e n ta l  E xam ine rs  t o  
r e q u i r e  a l l  d e n t i s t s  a p p ly in g  f o r  l i c e n s e  o r  
ren ew a l t o  have a c u r r e n t  CPR c e r t i f i c a t i o n .
R e p e a ls  and r e e n a c t s  AS 0 8 . 3 6 . 1 1 0 ,  add ing  a new 
s u b s e c t io n  ( E ) , which p r o v id e s  t h a t  an 
a p p l i c a n t  f o r  a l i c e n s e  s h a l l  n o t  have  an 
a d v e rs e  r e p o r t  r e l a t i n g  t o  c r im i n a l  o r  
f r a u d u le n t  a c t i v i t y  o r  m a lp r a c t i c e  in  t h e  
n a t i o n a l  c le a r in g h o u s e  o r  d a ta  b ank . A ls o  
p r o v id e s  t h a t  t h e  a p p l i c a n t  i s  n o t  th e  s u b j e c t  
o f  an u n r e s o lv e d  o r  a d v e rs e  c o m p la in t ,  
i n v e s t i g a t i o n ,  re v iew  p ro c e d u re  o r  o t h e r  
d i s c i p l i n a r y  p ro c e e d in g  and i s  n o t  an im p a i re d  
p r a c t i t i o n e r .
Adds a new s u b s e c t io n  (e )  t o  AS 0 8 . 3 6 . 1 6 0 ,  
C on ten ts  o f  E x am in a t io n , which p r o v id e s  t h a t  a 
p a s s in g  s c o re  on a c l i n i c a l  exam g iv e n  by th e  
W este rn  R e g io n a l  Exam in ing B oa rd  i n  th e  5 y e a r s  
p re c e e d in g  a p p l i c a t i o n  w i l l  c o n s t i t u t e  a 
p a s s in g  s c h o o l  on th e  A la s k an  c l i n i c a l  
e x am in a t io n .
R e p e a ls  and r e e n a c t s  AS 0 8 . 3 6 . 2 3 4 ,  L i c e n s u r e  by 
C r e d e n t i a l s ,  t o  p r o v id e  t h a t  th e  B oa rd  o f  
D e n ta l  Exam iners  w i l l  p r o v id e  f o r  l i c e n s i n g  
w i th o u t  e x am in a t io n ,  e x c ep t f o r  an e x am in a t io n  
on th e  A la sk an  d e n t a l  s t a t u t e s .  An a p p l i c a n t  
f o r  l i c e n s u r e  by c r e d e n t i a l s  must p r o v id e  
c e r t i f i c a t i o n  t o  th e  b oa rd  t h a t  t h e  d e n t i s t :
1) i s  a g ra d u a te  o f  an a c c r e d i t e d  d e n t a l  
s c h o o l ;
2) has passed  c l i n i c a l  and w r i t t e n  e x am in a t io n s  
in  a n o th e r  s t a t e  o r  t e r r i t o r y  and been l i c e n s e d  
t o  p r a c t i c e  in  t h a t  j u r i s d i c t i o n  u n de r 
l i c e n s i n g  re q u i r em e n ts  g e n e r a l l y  e q u i v a le n t
t o  t h i s  s t a t e ' s  r e q u i r em e n ts ;
3 ) i s  in  good s ta n d in g  w ith  th e  l i c e n s i n g  
j u r i s d i c t i o n  o r  f e d e r a l  ag ency ;
4 ) has been engaged in  c o n t in u o u s  p r a c t i c e  a t  
l e a s t  20 h ou rs  p e r  week i n  th e  p r e v i o u s  f i v e  
y e a r s ;
5 ) i s  n o t  th e  s u b j e c t  o f  an a d v e r s e  o r  
u n re s o lv e d  c o m p la in t ,  i n v e s t i g a t i o n ,  r e v iew  
p ro c ed u re  o r  p ro c e e d in g ,  and has n o t  had a 
l i c e n s e  re v o k e d ,  suspended o r  s u r r e n d e r e d ;



S e c t i o n  5

6) has n o t  f a i l e d  a c l i n i c a l  e x am in a t io n ,  
i n  th e  p a s t  t h r e e  y e a r s ,  o f  th e  th e  WREB;
7 ) has com p le ted  42 h o u rs  o f  c o n t in u in g  
e d u c a t io n  i n  th e  3 y e a r s  p re c e e d in g  
a p p l i c a t i o n ;
8 ) i s  p e r s o n a l l y  in t e r v ie w e d  by th e  b o a rd ,  pays 
a l l  f e e s ,  a u t h o r i z e s  r e l e a s e  o f  r e c o rd s  t o  th e  
Boa rd  and c e r t i f i e s  t h a t  th e y  a r e  n o t  an 
im pa ired  p r a c t i t i o n e r ;
9) p r o v id e s  t h a t  th e  b o a rd  can r e v o k e  a l i c e n s e  
f o r  ev id ence  o f  m is in fo rm a t i o n  o r  s u b s t a n t i a l  
om is s io n , and t h a t  th e  b o a rd  must ad op t 
r e g u la t i o n s  t o  imp lement t h i s  s e c t i o n .
Adds a new d e f i n i t i o n  o f  " im p a i re d  
p r a c t i t i o n e r "  t o  AS 0 8 . 3 6 . 3 7 0 .

S e c t i o n  6 P ro v id e s  f o r  an immedia te  e f f e c t i v e  d a t e .





(7)

j  O U S E  C O M M I T T E E  R E P O T

Date Referred: April 10, 1991 FURTHER REFERRALS:

Date of Committee Action: y - i w \

Judiciary

The LABOR AND COMMERCE Committee considered: HB 265

HOUSE BILL NO. 265 INSTITUTIONAL REAL ESTATE APPRAISERS

"An Act relating to the certification of real estate appraisers; and providing for an effective date."

RECOMMENDATIONS: 
be replaced with______

[ ] the same title 
.1 ] a new title

[ ] have attached amendments(s)
[ ] do pass 
[ ] do not pass 
£*fno recommendations 
[ ] individual recommendations 
[ ] additional referral to the___ Committee

ADOPTS: letter of Intent

ATTACHES NEW FISCAL NOTE(s): (Dv)
[ ] fiscal impact_____________________

APPROVES PREVIOUS:
[ ] fiscal note(s)_____

(DepVDtlc)

l^zero fiscal noteCnimmo^Ce. &  T w . [ ] zero fiscal note(s)



FISCA L NOTE

STATE OF ALASKA BILL NO. hb 2651991 LEGISLATIVE SESSION
Revision Date- Department Affected: Commerce & Economic Dev.
Title- Relating to the ce r t i f ic a t ion BRU : Occupational Licensing
of re a l estate a p p ra is e rs ; . . . . Component: Administration
Snnncnr Rep. Navarre
Requestor: Rep. Navarre COM PONENT SER IA L  NO. 0 3 5 6

Expenditures/Revenues: (Thousands of Dollars)
O PERAT ING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONA L  SERV IC E S
TRAVEL
CONTRACTUAL
SU PPL IE S
EQUIPMENT
LAND & S T R U C T U R E S
GRANTS. CLAIMS
M ISCELLANEOUS
TOTAL OPERAT ING 0 0 0 0 0 0

CAP ITAL

REVENUE * * * * k k k k k k k k

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL 0 0 0 0 0 0

POSIT IONS :
FULL-T IME 0 0 0 0 0 0
PART -T IM E 0 0 0 0 0 0
TEM PORARY 0 0 0 0 0 0

Estimate of current year impact: None
ANALYSIS : (Attach a separate page if necessary.) HB 265 creates a separate licensing category 
fo r in s t i tu t io n a l rea l estate appraisers. New funds are not required to implement this 
b i l l .  **Revenue w i l l  be generated from application and license fees however, at this 
time, we are unable to provide an estimate u n t i l  we have some idea of the numbers of 
individuals who would be affected by the b i l l .

Prepared By: Jennifer S t r ic k le r ,  Admiq, O ff ice r____________ Phone: 465-2144
Division: Occupational L lc e n s in g d /^ l ______________ ,  . j  Date: V - /? . .< ? /

Approved by Commissioner : Clenn A .^ ld s
Agency: ________Commerce and Economic Developme'nt _ Date: ^ ^  f

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



A l a s k a  S t a t e  L e g i s l a t u r e

R epresentative  M ike N avarre

Co-Chair 
House Finance Committee 

P.O. Box V 
Juneau, Alaska 99811 

(907) 465-3779

April 15, 1991

M E M O R A N D U M

TO: Representative David Finkelstein, Chair, 
All members
House Labor and Commerce Committee

FROM: Representative Mike Nava

Subject: House Bill 265, "An Act relating to the certification of real estate
appraisers; and providing for an effective date."

In 1989, federal requirements were modified by Title XI of the Financial Institutions 
Reform, Recovery and Enforcement Act (the savings and loan "bailout", or FIRREA). 
The federal act required that all appraisals dealing with federal funds be performed by 
state certified or licensed appraisers. Last year the Legislature passed HB 523, which 
set into place those certification and licensing procedures.

I introduced HB 265 to amend those statutes to provide for another class of real estate 
appraiser, the "institutional real estate appraiser." The proposal to add this ciass of 
appraiser was initiated by the Alaska Real Estate Appraisers Association, and is more 
or less a "housekeeping" measure.

I respectfully request the committee's favorable consideration of HB 265.

DISTRICT 5
34824 K-Bcach Road • Soldotna. Alaska 99669 • (007) 262-7842

raiN'TKOON RKCVCI.KD HAI’KII



£
UJ
a .

a :

Z
0

E
5 5

0

a .

HB 265: "An Act relating to the certification of real estate
appraisers; and providing for an effective date."

HB 265 creates a new certification category for institutional real estate 
appraisers by amending the real estate appraiser statutes (AS 08.87). The bill 
requires individuals who are employed full-time by a financial institution to 
obtain a certificate issued by the Board of Real Estate Appraisers, as proof of 
satisfying educational and testing requirements in compliance with federal law.
The institutional real estate appraiser certificate is valid only during the period 
in which the individual is employed full-time by a financial institution in 
Alaska. Under this category, individuals who perform real estate appraiser 
services for a financial institution must meet limited qualifications consisting 
primarily of educational and testing requirements, and not necessarily the 
expedience requirements mandated for general or residential real estate 
appraisers.

Section 3 of the bill repeals and reenacts AS 08.87.110(e) to clarify the "limited 
certification" provision by replacing the section with specific language 
identifying the federal mandates.

Since HB 265 attempts to clarify and bring the real estate appraiser statutes 
closer into compliance with the federal mandates, the department supports 
passage of this bill.

Glenn A. Olds, Commissioner 
Date: P  5P* f
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A p r i l  1 8 ,  1991

The H on o ra b le  Mike N av a r re
Member o f  th e  A la sk a  S t a t e  L e g i s l a t u r e
3111 "C" S t r e e t
Anchorage , A la s k a  99S01
RE: House B i l l  265
Dear R e p r e s e n t a t i v e  N a v a r re :
The new ly  o rg a n iz e d  A la s k a  Chap te r o f  th e  A p p ra i s a l  I n s t i t u t e ,  
which encompasses 180 a p p r a i s e r s ,  w ishe s  t o  i n f o  m you o f  ou r 
s u p p o r t  o f  House B i l l  2 6 5 .
At o u r  March m ee t ing  th e  p rop o sed  fram ework  o f  t h i s  b i l l  was 
d is c u s s e d  a t  le n g th  and was endo rsed  by an overwhelm ing m a jo r i t y .  
We f e e l  t h i s  t o  be a s i g n i f i c a n t  p ie c e  o f  l e g i s l a t i o n  t h a t  w i l l  
p o s i t i v e l y  a f f e c t  o u r  p r o f e s s i o n .
We l o o k  fo rw a rd  t o  w o rk ing  w ith  you on t h i s  b i l l .

P r e s i d e n t ,  A la s k a  C hap te r  
o f  th e  A p p r a i s a l  I n s t i t u t e
W A L / l l t
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A p r i l  16 , 1991

R e p r e s e n ta t iv e  N ava rre  
A la ska  S t a t e  L e g i s l a t u r e  
v i a  Fax # 1 -4 6 5 -2 2 7 8

REj House B i l l  265
"An Act R e la t i n g  t o  th e  C e r t i f i c a t i o n  o f  R ea l E s ta te  
A p p ra i s e r s ;  and P r o v id in g  f o r  an E f f e c t i v e  D a te ."

Thank you f o r  in t r o d u c in g  HB265 c on ce rn in g  c e r t i f i c a t i o n  o f  r e a l  
e s t a t e  a p p r a i s e r s .  T h is  b i l l  has a g re a t  i n f lu e n c e  upon th e  
bank ing  i n d u s t r y  in  th e  S t a t e  o f  A la sk a  as we a ttem p t t o  comply 
w ith  re c e n t  F e d e r a l  FIERRA law s .
As Chairman o f  the L e g i s l a t i v e  Committee o f  th e  A la sk a  Banke rs  
A s s o c ia t i o n ,  I  am p le a s e d  t o  a d v is e  you th a t  we su p p o r t  the  
concep t o f  t h i s  b i l l .  However, we c on t in u e  t o  be conce rned  w ith  
the  d e p a r tu re  in  t e rm in o lo g y  t h a t  appea rs  t o  be r e q u i r e d  in  the 
FIERRA l e g i s l a t i o n  d e s ig n a t in g  " c e r t i f i e d "  and " l i c e n s e d "  
a p p r a i s e r s  and p r o c e d u re s .  E ve ry  e f f o r t  sh ou ld  be made t o  f i n d  
ou t i f  the d e s ig n a t io n  o f  " g e n e r a l " ,  " r e s i d e n t i a l " ,  and 
" i n s t i t u t i o n a l "  r e a l  e s t a t e  a p p r a i s e r s  t e rm in o lo g y  in  t h i s  b i l l  
w i l l  comply w ith  F e d e r a l  FIERRA laws p r i o r  to  th e  passage o f  the

F a i l u r e  to  comply w ith  FIERRA may p o t e n t i a l l y  f i n d  f i n a n c i a l  
i n s t i t u t i o n s  in  the  S t a t e  o f  A la sk a  be ing  unab le  to  ex tend 
mortgage lo a n s  u n t i l  such tim e as S t a t e  law  comes i n t o  com p liance  
w ith  FIERRA. I t  i s  b e t t e r  t o  d e te rm in e  t h i s  d u r in g  the  
l e g i s l a t i v e  s e s s io n  r a t h e r  than  a f t e r  th e  s e s s io n  i s  o v e r  and an 
o p p o r tu n i t y  t o  amend t h i s  b i l l  would no t o c cu r  u n t i l  J a n u a ry  c f  
1 992 .
Once a g a in ,  thank you f o r  y o u r  i n t r o d u c t i o n  o f  the b i l l  and w ith  
the e x c ep t io n  o f  o u r  conce rn  about t e rm in o lo g y ,  we hope f o r  i t s  
speedy p a ssag e .
S i n c e r e l y ,

b i l l .

P r e s i d e n t  a n d  C h i e f  E x e c u t i v e  O f f i c e r



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C IA T IO N
P .O . B O X  9-2691 A N C H O R A G E . A L A S K A  99509-2691

A p r i l  1 6 , 1991

R e p re s e n ta t iv e  Mike N ava rre
A la sk a  S ta te  House o f  R e p re s e n ta t iv e s
P. 0 .  Box V
Juneau , A la sk a  99811
Re: HB 265
Dear R e p re s e n ta t iv e  N a v a r re :
Our A s s o c ia t io n  a p p r e c ia t e s  you r i n t r o d u c t i o n  o f  HB 265 .
We su pp o r t  passage  o f  the  b i l l ,  which w i l l  c o r r e c t  some 
t e c h n ic a l  p rob lem s in  the  p re s e n t  s t a t u t e .
I f  we can be o f  any a s s i s t a n c e ,  p le a s e  c a l l  me a t  2 5 7 -3 4 4 2 .
R i nrprplv.

L u c i l l e  S t i e t z
C h a i r ,  L e g i s l a t i v e  Committee
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MEMORANDUM

P.O. BOX V 
STA TE CAPITOL 

JU N EAU , A LA SK A  99811 
(907) 465-3466

TO:

RE
FROM

DATE May 3 , 1991
R e p r e s e n t a t i v e  David  F i  '’ Chairman
House L abo r and Commerc
R e p r e s e n t a t i v e  Mark Boy
S c h ed u lin g  o f  HB 269 -  U t i l i z a t i o n  Review

I  wou ld  l i k e  t o  r e s p e c t f u l l y  r e q u e s t  t h a t  you s ch edu le  CSHB 
269 (HESS ), p r o v id in g  f o r  th e  l i c e n s i n g  and r e g u l a t i o n  o f  
p r i v a t e  h e a l t h  c a re  re v iew  a g e n t s ,  a t  y o u r  e a r l i e s t  
c on ven ie n c e . The b i l l  i s  commonly r e f e r r e d  t o  as th e  
u t i l i z a t i o n  re v iew  l e g i s l a t i o n .  CSHB 269 (HESS) pa ssed  o u t  o f  
th e  House HESS Committee on F r id a y ,  May 3 ,  w i th  a m a j o r i t y  o f  
th e  comm ittee  v o t i n g  do p a s s .
The S ena te  H e a l t h ,  E duca t ion  and S o c i a l  S e r v i c e s  Committee has 
in t r o d u c e d  an i d e n t i c a l  b i l l ,  SB 2 3 9 .  A s im i l a r  b i l l ,  SB 5 5 0 , 
was in t r o d u c e d  a t  th e  end o f  th e  l e g i s l a t i v e  s e s s i o n  l a s t  
y e a r .  T h is  l e g i s l a t i o n  has th e  s u p p o r t  o f  th e  A la s k a  S t a t e  
H o s p i t a l  and N u rs in g  Horae A s s o c ia t i o n .
The main re a s o n  f o r  th e  l e g i s l a t i o n  i s  t o  p r o t e c t  p a t i e n t s  
from  in c r e a s i n g  h e a l t h  c o s t s  and t o  make s u re  t h a t  th e  q u a l i t y  
o f  c a re  i s  n o t  hampered by c o s t  con ta inm en t measu res by 
i n s u r e r s  and u t i l i z a t i o n  re v iew  o r g a n i z a t i o n s .  As a n a t u r a l  
ou tg row th  o f  c o s t  con ta inm en t and o t h e r  p r e s s u r e  on o u r  h e a l t h  
c a re  sy s tem , more r e l i a n c e  w i l l  be p la c e d  upon u t i l i z a t i o n  
re v iew  p r a c t i c e s  and many p r o v id e r s  a r e  conce rned  t h a t  i n  th e  
absence o f  u n i f o rm  s ta n d a rd s  and l i c e n s i n g  t h a t  p a t i e n t s  w ith  
l e g i t im a t e  h e a l t h  c a re  needs may n o t  r e c e i v e  them.
The b i l l  w ou ld  p r o v id e  f o r  th e  l i c e n s i n g  and r e g u la t i o n  o f  
p r i v a t e  h e a l t h  c a re  re v iew  ag en ts . A h e a l t h  c a re  re v iew  agen t 
wou ld n o t  be a l low e d  t o  p e r fo rm  a u t i l i z a t i o n  re v iew  in  A la s k a  
w ith o u t  a l i c e n s e .  U t i l i z a t i o n  re v iew  (UR) r e f e r s  t o  th e  
d e t e rm in a t io n  o f  m ed ic a l n e c e s s i t y  o f  s e r v i c e s  p r i o r  t o  o r  
d u r in g  r e c e i p t  o f  th e  s e r v i c e s .  I t  does n o t  in c lu d e  re v iew s  
a f t e r  th e  s e r v i c e s  have been re n d e re d .
Under t h i s  l e g i s l a t i o n ,  th e  Department o f  Commerce and 
Economic Deve lopment (DCED) would p e r i o d i c a l l y  p r o v id e  a l i s t
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o f  l i c e n s e d  p r i v a t e  re v iew  agen ts  t o  a l l  h o s p i t a l s  and t o  any 
o t h e r  i n d i v i d u a l s  o r  o r g a n i z a t i o n s  r e q u e s t in g  th e  l i s t .
A p r i v a t e  re v iew  ag en t canno t d i s c l o s e  o r  p u b l i s h  i n d i v id u a l  
m ed ic a l r e c o rd s  o r  o t h e r  c o n f i d e n t i a l  i n f o rm a t i o n .  However, 
th e y  may p r o v id e  p a t i e n t  i n fo rm a t i o n  t o  a t h i r d  p a r t y  t h a t  
th e y  a r e  u nde r c o n t r a c t  w ith  o r  w i th  which th e y  a re  
a f f i l i a t e d .
The s e c t i o n  o f  th e  b i l l  r e q u i r i n g  th e  DCED t o  adop t 
r e g u la t i o n s  g o v e rn in g  l i c e n s i n g  re q u irem en ts  wou ld  ta k e  e f f e c t  
th e  day a f t e r  t h e  b i l l  i s  s ig n ed  i n t o  law . A l l  o t h e r  s e c t i o n s  
o f  th e  b i l l  t a k e  e f f e c t  90 days a f t e r  th e  b i l l  i s  s ig n ed .
T w en ty -s ix  s t a t e s  a r e  e xp ec ted  t o  l o o k  a t  u t i l i z a t i o n  re v iew  
l e g i s l a t i o n  t h i s  y e a r .  Ten s t a t e s  have e n a c te d  l e g i s l a t i o n  
r e g u la t i n g  t h e  p r a c t i c e  o f  p r i v a t e  u t i l i z a t i o n  re v iew  ag en ts . 
T y p i c a l l y  th e  l e g i s l a t i o n  r e q u i r e s  companies conduc t ing  
u t i l i z a t i o n  r e v iew  t o  o b t a in  a c e r t i f i c a t i o n  e i t h e r  from  th e  
S t a t e  Depa rtm en t o f  H e a l th  o r  th e  Comm iss ioner o f  In su ra n c e . 
G e n e r a l l y ,  i n  o r d e r  t o  be c e r t i f i e d ,  a u t i l i z a t i o n  re v iew  f i rm  
must subm it c e r t a i n  i n f o rm a t i o n  t o  show:

1 ) th e  c r i t e r i a  and p ro c ed u re s  used i n  e v a lu a t in g  
h o s p i t a l  and m ed ic a l c a r e ;

2 ) th e  ty p e  and q u a l i f i c a t i o n s  o f  p e r s o n n e l  p e r fo rm in g  
u t i l i z a t i o n  r e v ie w ;

3 ) p ro c e d u re s  and p o l i c i e s  e n su r in g  t h a t  a p r i v a t e  re v iew  
ag en t i s  r e a s o n a b ly  a c c e s s ib le  t o  p a t i e n t s  and 
p r o v i d e r s  d u r in g  no rm a l b u s in e s s  h o u r s ;

4 ) subm it p o l i c i e s  and p ro c e d u re s  e n s u r in g  th e  
a p p l i c a b l e  s t a t e  and f e d e r a l  law s p r o t e c t i n g  
c o n f i d e n t i a l i t y  a r e  f o l l o w e d ;  and

5 ) p ro c e d u re s  t h a t  en su re  p r o v id e r s  may seek  
r e c o n s i d e r a t i o n  o f  a d v e rs e  d e c i s i o n s .

As a member o f  t h e  H e a l th  Care C o s t Con ta inm en t Task  F o rce  I  
am d e e p ly  comm itted  t o  re d u c in g  th e  s te e p  i n c l i n e  i n  th e  c o s t  
o f  h e a l t h  c a r e  f o r  A la s k a n s .  I  am a l s o  comm itted t o  p ro v id in g  
g r e a t e r  a c c e s s  t o  b a s i c  c a re  f o r  a l l  A la s k a n s .  Sometimes 
th e s e  g o a ls  a p p e a r  c o n t r a d i c t o r y .  But t h e  bo ttom  l i n e  
rem a in s , we must w ork  t o  make su re  t h a t  o u r  h e a l t h  s a f e t y  n e t  
c a tc h e s  as many A la s k an s  as p o s s i b l e  a t  t h e  b e s t  r a t e  f o r  th e  
s t a t e  and consumers a t  a re im bu rsem en t r a t e  t h a t  c o n t in u e s  t o  
a d e q u a te ly  compensate p r o v i d e r s .  CSHB 269 (HESS) i s  a p ie c e  
o f  t h i s  s a f e t y  n e t .
I f  you have a d d i t i o n a l  q u e s t io n s  and comments p le a s e  c o n ta c t  
me o r  my s t a f f  p e r s o n ,  A le x i s  M i l l e r ,  a t  4 6 5 - 3 4 6 7 .  Thanks f o r  
y o u r  e a r l y  s c h e d u l in g  o f  CSHB 269 (HESS ).
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H O U SE  BILL NO. 269 PR IV A T E  H E A L T H  C A R E R EV IEW  A G EN TS

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

RECOMMENDATIONS: 
be replaced with_____

[ ] the same title 
.1 ] a new title

[ ] have attached amendments(s)
[ ] do pass 
[ ] do not pass 
[ ] no recommendations 
[ ] individual recommendations 
[ ] additional referral to the___

ADOPTS:

Committee

letter of Intent

ATTACHES NEW FISCAL NOTE(s): (D̂ ,
[ fiscal impact_____________________
[ ] zero fiscal note

APPROVES PREVIOUS:
[ ] fiscal note(s)_____

(DtfX/Otie)

[ ] zero fiscal note(s)
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CS FOR HOUSE BELL NO. 269 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsorfs): REPRESENTATIVES BOYER, Ncvarre

A BELL

FOR AN ACT ENTITLED

1 "An Act providing for the licensing and regulation of private health care review ag'jnts;

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 ager-»- under AS 08.85.
6 * Sec. 2. AS 08 is amended by adding a new chapter t. ad:
7 CHAPTER 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 in a 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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1 activities and to make informed decisions on the appropriateness of medical care; and
2 (4) ensure that private review agents maintain the confidentiality of medical
3 records in accordance with applicable state and federal laws.
4 Sec. 08.85.020. LICENSE REQUIRED, (a) A person who is affiliated with, under
5 contract to, or acting on behalf of a health care insurer or a person doing business in the state,
6 whether or not for profit, may not perform a utilization review in this state unless a private
7 review agent license is held by the person, the person’s employer, or another for whom the
8 person is providing those services under contract. This section does not apply to a person
9 affiliated with a hospital who provides only internal utilization review activities.

10 (b) The department shall issue a license to an applicant that meets the requirements of
11 this chapter and regulations adopted under this chapter.
12 (c) A license issued under this chapter is not transferable and expires biennially on a date
13 determined by the department
14 Sec. 08.85.030. APPLICATION FOR LICENSE, (a) An applicant for a private review
15 agent license shall submit an application to the department and pay an application fee set by
16 regulation. The application must be on a form approved by the department
17 (b) An applicant is entitled to a license if the applicant submits and the department
18 approves a utilization review plan that will be available to patients and providers that includes
19 (1) the review standards, criteria, and procedures to be used in evaluating hospital
20 or outpatient care that has been proposed or is being or has been delivered; provided that if the
21 applicant uses a software package or other published standards, criteria, and procedures that are
22 available to the public, the applicant may identify the system and distributor and specifically
23 identify all alterations, additions, or deletions from the published system; an applicant shall
24 immediately report a substantial change in the standards, criteria, and procedures utilized and
25 shall annually report to the department all changes to the standards, criteria, and procedures;
26 (2) those circumstances under which utilization review may be delegated to a
27 hospital utilization review program;
28 (3) the provisions by which patients or providers may seek prompt.reconsideration
29 or appeal of adverse decisions by the private review agent and the time period in which the
30 private review agent must respond to the request for reconsideration or appeal;
31 (4) the number, type, and qualifications of the personnel employed by or under

W O R K  D R A F T  ^  W O R K  D R A F T  ^  W O R K  D R A F T
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1 contract with the private review agent to perform the utilization review; individual biographies
2 or resumes of the personnel are not required unless requested by the department; the plan must
3 include
4 (A) the requirement that a private review agent have available the services
5 of sufficient numbers of registered nurses or other mental health professionals, as
6 appropriate, supported and supervised by physicians trained in the appropriate specialty
7 area, to carry out its utilization review activities, or to have appropriate numbers of
8 physicians trained in the appropriate specialties for which utilization review is being
9 conducted; and

10 (B) a requirement that only a physician trained in a relevant specialty or
11 subspecialty be permitted to make a final determination that care rendered, being
12 rendered, or to be rendered in that specialty or subspecialty is medically inappropriate;
13 (5) the procedures and policies to ensure that a representative of the private
14 review agent is reasonably accessible to patients and providers at least five days a week during
15 normal business hours in this state and that payment will not be denied for treatment rendered
16 that is found to be medically appropriate and within policy coverage;
17 (6) the requirement that, except in exceptional circumstances or when an attending
18 physician is not reasonably available to confer, a determination that care rendered, being
19 rendered, or to be rendered is medically inappropriate may not be made until an appropriately
20 qualified review physician has conferred with the patient’s attending physician and reviewed
21 pertinent information concerning the medical care delivered or proposed;
22 (7) the requirement that a determination that care rendered, being rendered, or to
23 be rendered is medically inappropriate must include the written evaluation and findings of the
24 reviewing physician;
25 (8) the procedures and policies to ensure that all applicable state and federal laws
26 to protect the confidentiality of individual medical records arc followed;
27 (9) prohibitions against a private review agent entering a hospital to interview a
28 patient unless the attending physician is advised of the interview with reasonable.advance notice,
29 and the attending physician or the physician’s designee is allowed to attend the interview; this
30 paragraph does not apply to a full-time, on-site review agent;
31 (10) a prohibition against an incentive payment provision or plan contained in a
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1 private review agent’s contract with an entity paying for health care services under which the
2 agent’s compensation is based on controlling the amount charged for services, duration of
3 services, or setting in which services are rendered and a prohibition against the agent receiving
4 the incentive payment;
5 (11) a copy of the written material intended to be available to patients and
6 providers to inform them of the requirements of the utilization review plan;
7 (12) a list of the health care insurers for which the private review agent is
8 performing utilization review in the state and a brief description of the services it is providing
9 for each client, including an affirmation that a payment incentive provision or plan prohibited

10 under (10) of this subsection does not exist with respect to each client;
11 (13) evidence of liability insurance carried by the private review agent to cover
12 potential liability from its activities under this chapter in an amount, type, nature, and carrier
13 satisfactory to the department;
14 (14) provisions that, in the absence of fraudulent information or material
15 misrepresentation, prohibit retrospective denial of payment for treatment, except in cases of
16 policy limitations or exclusions, after it has been initially approved by the private review agent;
17 (15) other information the department determines to be appropriate.
18 Sec. 08.85.040. RENEWAL OF LICENSE, (a) The department shall renew
19 of a private review agent holding a license under AS 08.85.020 if, before the license cx^l.
20 agent
21 (1) files an application for renewal, including the information required under
22 AS 08.85.030(b), and submits the appropriate renewal fee; and
23 (2) meets the qualifications for issuance of a license under AS 08.85.020(b).
24 (b) An application for renewal of a private review agent license must include a list of
25 all complaints made to the agent by patients or providers, and a brief description of how the
26 complaints were resolved, including the nature of the complaint, the review process, and the time
27 between the filing of the complaint and its resolution.
28 Sec. 08.85.050. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before
29 denying an application for a private review agent license or for renewal of a license, the
30 department shall provide the applicant with reasonable time to supply additional documentation .
31 establishing that the applicant is entitled to a license or to renewal of a license.
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1 (b) An applicant who is denied a license or renewal of a license shall be afforded the
2 opportunity for a hearing. The hearing shall be conducted by the department. The hearing shall
3 be held in accordance with AS 44.62.330 - 44.62.630.
4 Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke a
5 license if the holder fails to comply with a utilization review plan filed by the holder under
6 AS 08.85.030(b) or otherwise violates a provision of this chapter or a regulation adopted under
7 this chapter.
8 (b) Before revoking a license under this section, the department shall provide the license
9 holder with reasonable time to supply additional information demonstrating the holder’s

10 compliance with the requirements of this chapter.
11 (c) A license holder whose license is proposed for revocation by the department shall be
12 afforded the opportunity for a hearing. The hearing shall be held in accordance with
13 AS 44.62.330 - 44.62.630.
14 Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER (a) A patient or
15 provider may file a complaint with the department alleging that a private review agent is not in
16 compliance with this chapter or the regulations adopted under this chapter or with other
17 applicable federal or state law. The complaint may request that the department revoke the license
18 of the agent or require that the agent demonstrate to the department proof of compliance.
19 (b) Proceedings under this section shall be conducted in accordance with AS 44.62.330 -
20 44.62.630.
21 (c) Within 45 days of receiving a complaint, the department shall notify the patient or
22 provider if the complaint is incomplete or lacks information available to the , atient or provider
23 necessary to a decision. The patient or provider shall supply the necessary information before
24 a decision on the complaint.
25 (d) If the department fails to render a decision on a complaint brought by a patient or
26 provider within 90 days, or within 45 days after an incomplete complaint has been completed by
27 the submission of the necessary information identified in (c) of this section, the patient or
28 provider may bring suit in the superior court to compel the department to take an action specified
29 in (a) of this section.
30 (e) This section may not be construed to deprive a patient, a provider, a private review
31 agent, or a health care insurer of a right available under other provisions of law.

c  c
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1 Sec. 08.85.080. REGULATIONS. The department shall adopt regulations to implement
2 the provisions of this chapter, including regulations
3 (1) establishing license application and renewal fees in an amount sufficient to
4 pay for the costs to the department of administering this chapter,
5 (2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.
6 Sec. 08.85.090. EXEMPTION. A private review agent that operates solely under contract
7 with the federal government or an agency of the federal government for utilization review of
8 patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XVEI
9 of the Social Security Act), 42 U.S.C. 1396 - 1396s (Subchapter XIX of the Social Security Act),

10 and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) is exempt
11 from the licensing requirements of this chapter.
12 Sec. 08.85.100. LIST OF PRIVATE REVIEW AGENTS. The department shall
13 periodically provide a list of licensed private review agents and the expiration date for their
14 licenses to all hospital utilization review programs and to other individuals or organizations
15 requesting the list. The department may charge a reasonable fee for providing the list.
16 Sec. 08.85.110. PATIENT CONFIDENTIALITY AND RECORDS, (a) A private review
17 agent may not disclose or publish individual medical records or other confidential information
18 obtained in the performance of activities as a private review agent, except that an agent may
19 provide patient information to a third party to which the agent is under contract or with which
20 it is affiliated.
21 (b) A person seeking payment of a reimbursement for hospital or medical services may
22 not invoke the privilege of confidentiality arising from a physician-patient relationship to
23 withhold pertinent information from review of those services by a private review agent.
24 (c) Notwithstanding the provisions of this chapter or another law, a patient is entitled to
25 inspect and copy records developed or maintained by a private review agent pertaining to the
26 health care rendered, being rendered, or proposed to be rendered to the patient.
27 (d) This chapter may not be construed to allow a private review agent to take actions that
28 violate a state or federal statute or regulation concerning confidentiality of patient records.
29 Sec. 08.85.150. DEFINITIONS. In this chapter,
30 (1) "department'' means the Department of Commerce and Economic
31 Development;
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1 (2) "health care insurer" means a person in the business of making payments for
2 the medical care of others, and includes an insurance company, a nonprofit health service plan,
3 a health maintenance organization, a preferred provider organization, an employee assistance
4 program, and a health insurance service organization;
5 (3) "private review agent" means a person who performs a utilization review and
6 who is affiliated with, under contract to, or acting on behalf of a person doing business in the
7 state, whether or not for profit, or of a health care insurer, but who is not affiliated with a
8 hospital;
9 (4) "provider" means a health care provider as defined in AS 18.23.070;

10 (5) "utilization review" means a system for reviewing the appropriate and efficient
11 allocation of hospital and outpatient resources and services given, being given, or proposed to
12 be given to a patient or group of patients, including the approval or denial, or recommendation
13 of approval or denial, of payment for hospital or medical services;
14 (6) "utilization review plan" means a description of the criteria, procedures, and
15 standards governing utilization review activities performed by a private review agent.
16 * Sec. 3. AS 44.62.330(a) is amended by adding a new paragraph to read:
17 (57) Department of Commerce and Economic Development concerning the
18 licensing and regulation of private review agents under AS 08.85.
19 * Sec. 4. AS 08.85.080 and 08.85.150, enacted by sec. 2 of this Act, take effect immediately under
20 AS 01.10.070(c).
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/  pril 7. 1992

C S  F O R  H O U S E  BIL L N O .  269 ( )

1 "An Act provid ing fo r  the licensing a id  regu la tion o f  private hea lth care review agents ;
2 and provid ing fo r  an e ffective date .”

3  B E  IT E N A C T E D  B Y  TH E  L E G IS  -A T U R E  O F  THE  S T A T E  O F  A L A S K A :

4  ‘  S e c t i o n  1. A S  0 8 . 0 1 . 0 1 0  is am ended  by adding a new  pa rag raph  to read :
5  ( 3 3 )  regulation o f  private rev iew  agen ts  unde r AS  0 8 .8 5 .
6  * S e c .  2 .  A S  0 8  is am end e d  by adding a new  chap te r to re ad :
7  C H A P T E R  85 .  PR IVA TE  R E V IE W  A G E N T S .
8  S e c .  0 8 . 8 5 . 0 1 0 .  P U R P O S E .  The pu rp ose  of this chap te r is to
9  ( 1 )  p rom ote  the de live ry o f  quality hea lth c a re  in a  cost-e ffective and  efficient

10  m anner ;
11 ( 2 )  fos te r g rea te r coord ination be tween th o se  paying fo r health ca re  se rv ice s  and
12  health ca re  p rov ide rs  in the conduct of utilization review activities;
13  ( 3 )  a s su re  protection for pa tients , s ta te em p lo ye rs ,  and  health ca re  p r o v i d e r  by
14 ensuring that private hea lth ca re  review agen ts  a re  qualif ied to pe r fo rm  utilization review



1 activities and to m ak e  in formed de visions on  the app rop r ia teness  of med ica l ca re ;  and
2  (4 )  en su re  that orivate review agen ts  maintain tfie confidentia lity of medical
3 reco rds  in acco rd an ce  with app licab le  state and fede ra l laws.
4 S e c .  0 8 .8 5 . 0 2 0 .  L IC E N S E  R E Q U IR E D ,  (a ) A p e rso n  who is affi liated with, undei
5  contract to, o r  acting on  beha lf o f a  hea lth ca re  insu re r o r a p e rson  doing bu s iness  in the state ,
6 whether o r  not fo r pro*it, may not pe r fo rm  a  utilization review in this s ta te un le s s  a  private
7 review agen t license is he ld by the pe rson , the p e r s o n ’s  em p loye r ,  o r an o th e r for w fiom the
8  p e rson  is providing th ose  se rv ice s  unde r contract. This section d o e s  not app ly  to a pe rson
9  affi liated with a  hospita l who p ro v ide s  QnlyJnternaliiti iizatiQn re v iew, a ctivities.

10 (b ) The  departm en t sha l l issue a  l icense  to an  applicant that m ee ts  the requ irements of
11 this chap te r and  regu la t ions adop ted  unde r this chapte r .
12  (c) A l icense issued  unde r this chap te r is not trans fe rab le  and  exp ires biennially on a  date
13  de te rm ined by the department.
1 4  S e c .  0 8 .8 5 . 0 3 0 .  A PPL ICA T IO N  F O R  L IC E N S E , (a )  An app lican t for a  private rev ew
15 agent license sha l l  subm it an application to the d epa r tm en t an d  pay an  application fe e  se t by
16  regulation . T he  application must b e  on a  form  ap p ro v ed  by the department.
17  (b ) An app licant is entitled to a  l icense  if the app licant subm its and  the department
18 app ro ve s  a  utilization rgview p lan that will be  ava i lab le  to patients and  p rov ide rs that includes
19 ( 1 X.the review s tanda rd s , criteria, and  p ro cedu re s  to be u sed  in eva luating nospita l
2 0  o r outpatient care that h a s  b een  p rop o sed  o r is be ing o r has b een  de live red ; p rovided that if the
21 app licanLLses-a .so (twa .re .pachaqe j? f .Q th e f.PLJbiished  s tan d a rd s .. c riteria., an d .p ro cedu r e s .that a re
2 2  aya i lab le .to  the pub lic J l i f i .app lican t may.identify ,th e s yt-tem a nd .d is t f jb u tp r .an lsp ec i l ic a i iy
2 3  identify.a ll-a lterations, additio n s , o r  d e le t i f ln s_ fm m jh e .pub!ished sy s tem ; a n .a p p)icant s h a ll
2 4  immediate ly report a  substantia l ch ange  in the s tanda rd s , criteria, and p rocedu re s  utilized a r d
2 5  shall annually .,report to the depa r tm ent a !Lcbangea.tQ..th.e-Standards. c riteri a , a nd p ro cedu rem

2 6  ( 2 )  those c ircumstances unde r which utilization review m ay be de lega ted  to a
2 7  hospita l utilization rev iew  prog ram ;
2 8  ( 3 )  the p rov is ions hy which patients o r  p rov ide rs m ay  s e e k  prompt reconsideration
2 9  or appea l o f ad ve rse  dec is ions by the private rev iew  agen t and  the time pe r iod  in which the
3 0  private review agen t must re spond  to the reque s t fo r reconsidera tion  o r  appea l ;
31 ( 4 )  the number , type, and qualif ications o f the p e rsonne l em p lo yed  by o r under

i

i

4

line 9: address concern that hospitals may go in to UR business, competing with 
other UR agents that must comply with these requirements. (HAA, page 1)

line 18: “provided'' changed to "available" (Sponsor change: don ’t want to 
require that this information be provided to every patient and provider unless requested)

lines 20-25 : allow applicant to simply supply name and distributor of publicly 
available sollware or other published standards, criteria and procedures, if the applicant 
uses a purchased system. II an in-house system, they would need to fully disclose 
criteria, etc. (Aetna, page 9, HAA, page 1)

Also, would allow for annual updates, if criteria change. Substantial changes 
should be reported immediately. (HAA, page 1)
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1 contract with the private rev iew  agen t to perfo rm  the utilization rev iew : individual b iog raphies
2  o r re sum e s  o f the p e rso nne l a re  not required un less  reque s ted  bv the department: the p lan rr us'
3 include

4 (A) the requ irement that a private review agen t have ava i lab le  the serv ices
5 o f sufficient num be rs  of reg is te red nu rse s  o r o ther menta l health p ro fess iona ls ,  a s
6 app rop r ia te , su ppo rted  and supe rv ised  by physic ians tra ined in the appropria te specia lty
7  a rea , to ca rry out its utilization review activities, o r to ha ve  appropria te  num bers  of
8  physic ians tra ined in the app rop r ia te  specia lt ies fo r which utilization rev iew  is being
9 conducted ; and

10  (B )  a  requ irement that on ly a physician trained in a  re levant spec ia lty  o r
11 subspec ia lty  be  permitted to m ake  a  final determ ination that ca re  rende red , being
12  rende red , o r  to b e  rende red  in tha : specia lty o r subspec ia lty  is med ica l ly  inappropriate ;
1 3  (5 )  the p ro cedu re s  and po lic ies to en su re  that a  rep resen ta t ive  o f  the private
1 4  review agen t is re a s o n ab ly  a cces s ib le  to patients and  p rov ide rs  at leas t five d a y s  a  w e e k  during
15  no rm a l bu s ines s  h ou rs  in this sta te  and that paym en t will no t be  den ied  fo r treatment rende red
16  that is found  to b e  med ica l ly  approp ria te  and within po licy c o v e rag e ;
1 7  ( 6 )  the requ irement that, excep t in excep tiona l c i rcum stances o r when an attendin g
1 8  physic ian is not re a son ab ly  ava i lao ie  to c on fe r , a  determ ination that ca re  rende red , being
19  rende red , o r  to b e  re nde red  is med ica l ly  inappropriate m ay  not be  m ad e  until an appropria te ly
2 0  qualified review physic ian h a s  con fe rred  with the patient’s attending physician and  rev iewed
21 pertinent in formation conce rn ing the medica l ca re  de l ive red  o r  p ropo sed ;
2 2  (7 )  the requ irement that a  determ ination that ca re  rende red , being rende red , c r to
2 3  b e  rende red  is m ed ica l ly  inappropria te must include the written eva lua tion  and findings o f Ihe
2 4  reviewing physician ;
2 5  (8 )  the p ro cedu re s  and po lic ies to en su re  that all app licab le  state and  fede ia l laws
2 6  to protect the confidentia lity of individual medical reco rds  a re  fo l lowed ;
2 7  (9 )  prohibitions against a private review agen t entering a hospita l to interview a
2 8  patient un le s s  the attending physic ian is adv ised  o f the interview with re a son ab le  ad van ce  notice,
2 9  and the attending physic ian o r the pTysician's de s ignee  is a l low ed  to attend the interview; ti j js
3 0  pamqraDh_does not a o p lv  to a  fu l l t im e , on-site review agent :
31 ( 1 0 )  a  prohibition against an incentive paym en t prov is ion or p lan con ta ined  in a

lines 1 -3: language clarify ng t/ial summary information would be sufficient - not 
interested in individual biographies of all staff. (HAA, page 2)

line 5-6: provide for mental health professionals. (HAA, page 3)

line 10: According to Leg. Legal, more specific wording for '’relevant" is not 
needed. It should be handled in regs. (Aetna, page 11)

line 15: According to Leg. Legal, it is clear that "in this state” refers to business 
hours in Alaska. It provides for flexibility in interpreting "normal business hours". (HAA, 
page 4)

lines 17-18: Requiring "attending physician" to be reasonably available to confer 
with UR physician. (HAA, page 5)

lines 29-30: Exempting full-time, on-site review agents, such as at Providence. 
(Aetna, page 12)

t
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1 private rev iew  ag en t ’s contract with an entity paying lo r health c a re  se rv ic e s  under which the
2  agent's c om pensa t ion  is b a s ed  on controlling the amount ch a rg ed  fo r se rv ice s , duration of
3  se rv ices , o r  setting in which se rv ice s  a re  rende red  and a prohibition aga inst the agent receiving
4  the incentive paymen t;
5  ( 1 1 )  a  copy o f the written materia l intended to b e  ava i lab le  to patients and  p rov ide rs
6  to inform them o f the requ irem ents  o f  the utilization review p lan ;
7  ( 1 2 )  a  list of the hea lth  ca re  insu rers for which the private review agent is
8 perform ing utilization rev iew  in the s tate and  a  brief description o f  the se rv ice s  it is providing
9 for each client, including an  affirmation that a  paymen t incentive p rov is ion or p lan prohibited

10  under (101 o f  this subsec t ion  d o e s  not exist with respect to each  client;
11 ( 1 3 )  ev idence  o f  liability insu rance carried by the private review agent to cove r
12  potential liability f rom  its activities unde r this chap te r in an am oun t , type, na ture , and carrier
13  satis facto ry to the depa rtm en t;
14  (1 4 )  provis ions that, in the ab sence  o f fraudulent Information ol material
1 5  m isrepresentation , prohibit re trospective den ia l o f paym en t fo r  t rea tment , excep t in c a s e s  o f
1 6  policy limitations o r  exc lu s ion s , a fte r it h a s  b een  initially a p p ro ved  by the private review agent ;
17  ( 1 5 )  o the r in fo rn a t ’on  the departm en t d e te rm ines  to b e  appropriate .
18  S e c .  0 8 .8 5 . 0 4 0 .  R E N E W A L  O F  L IC E N SE , (a ) The  depa r tm en t sha l l renew the license
19  of a  private rev iew  agen t holding a  l icense  under A S  0 8 .8 5 .0 2 0  if, b e fo re  the license exp ires , the
2 0  agent
21 ( 1 )  f i les an application fo r renewa l, including the information required unde '
2 2  A S  0 8 .8 5 .0 3 0 (b ) ,  an d  subm its  the app rop r ia te  renewa l fe e ; and
2 3  (2 )  m ee ts  the qualif ications for issuance  o f a l icense  unde r A S  0 8 . 8 5 . 0 2 0 ( t ) .
2 4  (b ) An app lication fo r renew a l of a  private review agen t l icense must nc lude a list o f
2 5  all compla in ts m ad e  to the agen t by patients or p rov ide rs and a  brie f descrip tion o f how the
2 6  compla ints w e re  re so lv e d ,  including the nature of the complaint, the review p roce ss , and  the time
2 7  between the filing o f  the compla in t and  its reso lution .
2 8  S e c .  0 8 . 8 5 .0 5 0 .  DEN IAL O F  L IC EN SE  O R  R E N E W A L  A PPL IC A T IO N , (a ) B e fo re
2 9  denying an  application fo r a  private review agent license or for renew a l o f  a license, the
3 0  department sha ll p rov ide the app licant with re a s on ab le  time to supp ly  additiona l documentation
31 establishing that the app lican t is entitled to a  license o r to renew a l o f  a  license .

i

line 5: Changes "sent" to "available". Corresponds to change on page 2,
line 18.

lines 9-10 : Statute reference instead of restating language. (HAA, page 7)

lines 14-15: Changed "fraud" to "fraudulent information or material 
misrepresentation" to avoid the greater burden of proof implied by fraud. (Aetna, 
page 13)
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1 (b) An app lican t who is den ied a l icense o r renewa l of a  license sha l l be a f fo rd ed  the
2 o p p c "  'nity fo r a hearing . The  hearing sha ll be  conducted by the department. The hearing shall
3 be hi I in acco rd an ce  with A S  4 4 .6 2 .3 3 0  - 4 4 .6 2 .6 3 0 .
4 Sec . 0 8 .8 5 . 0 6 0 .  R EV O C A T IO N  O F  L IC EN SE , (a )  The departm en t m ay  re voke  a
5 l icense if the ho lde r fails to com p ly  with a utilization review p lan filed by the ho lde r under
6 A S  0 8 .8 5 .0 3 0 (b )  o r  o therw ise v io la tes a prov is ion of this chap te r o r  a  regulation adop ted  under
7 his chapter.
8 (b ) B e fo re  revok ing a  license under this section , the departm en t sha l l p rov ide the -icense
9  ho lde r with re a s on ab le  time to supp ly  additional in formation demonstra ting the ho lder's

10 compliance with the requ irem en ts  o f  this chapter.
11 (c) A l icense ho lde r w h o se  license is p rop o sed  fo r revocation  by the departm en t sha l l be
12  a f fo rded  the opportunity fo r a  hearing . T he  hearing sha l l be he ld in acco rd an ce  with
13 AS 4 4 .6 2 .3 3 0  - 4 4 .6 2 .6 3 0 .
14  Sec . 0 8 .8 5 . 0 7 0 .  C O M PLA IN TS  AGA INST  L IC E N S E  H O LD E R , (a ) A patient o r
15 provider m ay  file a comp la in t with the departm en t al leg ing that a  private review agen t is not in
16  compliance with this chap te r o r  the regu la tions adop ted  unde r this chapter o r  with other
17  applicab le federa l o r  s ta te  law. T he  complaint m ay  reques t that the departm en t re voke  the license
18 o f the agent o r require that the agen t dem ons tra te  to the depar tm en t p roo f o f  comp liance .
19  (b) P roceed ing s  unde r this section sha l l  be conducted  in acco rd an ce  with AS  4 4 .6 2 .3 3 0  -
2 0  4 4 .6 2 .6 3 0 .
21 (c) Within 45 days o f  receiving a complaint, the department shall.notify.the patient_or

22 provider if the complaint is incomplete or lacks information-available to the patienlor. provider

2 3  ne ce s sa ry  to a decis ion , The  patient or p rov ider sha ll s u p p Iv the n ece s sa ry  in formation b e fo re
24 a.decjsjQn.pn.the-Complaint,

2 5  (d) If the depar tm en t fails to render a  dec is ion on a  compla int b rought by a  patient or
2 6  provider within 9 0  d a y s , o r  within 45 davs a fte r an incomplete complaint has b een  com p le ted  by
2 7  the subm iss ion of the n e ce s sa ry  in formation identified in (c ) o f this section , the patient o r
2 8  prov ider m av bring suit in the supe r io r  court to com pe l the depa r tm en t to take an action specified
2 9  in (a ) o f  this section.
3 0  (e )  This sec tion  may not be construed  to dep rive a  patient, a  provider, a  private re / iew
31 agent, o r  a  health c a re  insu re r o f  a  right ava i lab le  unde r o the r p rov is ions o f law.

lines 21-28 : Clarifying that "a complaint" must have provided all necessary 
information before a suit can be filed. (Aetna, page 13 & 14)



1 . • S e c .  0 8 .8 5 .0 8 0 .  R EG U LA T IO N S . The  departm en t sha l l adop t regu la tions to im p len en t
2 the p rov is ions of this chapter, including regula tions
3 (1 )  estab lishing license application and renew a l f e e s  in an am ount sufficient to
4  pay for the c o s ts  to the department o f administering this chapte r ;
5 (2 )  estab lish ing ru les o f  p rocedu re  cons is ten t with AS 4 4 .6 2 . 3 3 0  - 4 4 .6 2 .6 3 0 .
6 S e c .  0 8 .8 5 .0 9 0 .  EXEM PT IO N . A private rev iew  agen t that op e ra te s  so le ly  unde r contract
7 with the fede ra l g ove rnm en t o r  an agency  of the fede ra l g ove rnm en t fo r utilization review o f
8  patients eligible fo r health re la ted se rv ic e s  under 4 2  U .S .C .  1 3 9 5  - 1 3 9 5 c c c  (Subchap te r XV II
9 of the Soc ia l  Security  Act), 4 2  U .S  C . 1 3 9 6  - 1 3 9 6 s  (Sub chap te r X IX o f the Soc ia l Security  Act),

10  and the Civilian Health and Medica l P rog ram  of the Un ifo rm ed S e rv ic e s  (C H A M PU S ) is exem pt
11 from the licensing requ irements o f  this chapter.
12 S e c .  0 8 .8 5 .1 0 0 .  L IST  O F  PR IV A TE  R E V IE W  A G EN TS . The  depa rtm en t sha l l
13  period ica lly p rov ide a  list of l icensed private review agen ts and  the expiration date fo r their
14 l icenses to all hospita l utilization rev iew  p rog ram s and to o the r individuals o r  o rgan iza tions
15 requesting the list. T he  departm en t m ay charge a  re a son ab le  fe e  fo r providing the list.
16  S e c .  0 8 .8 5 .1 1 0 .  PAT IEN T  C O N F IDEN T IA L ITY  AND R E C O R D S ,  (a )  A private review
17  agen t m ay  not d isc lo se  o r  publish individual medical reco rds  o r  o the r confidentia l in formation
18 obtained in the p e r fo rm ance  o f  activities a s  a private review agent, excep t that an agen t m ay
19 provide patient in formation to a  third party to which the agen t is unde r contract or with which
2 0  it is affi liated.
21 (b ) A pe rson  seek ing  paym en t of a  re im bursem en t fo r hospita l o r  medica l se rv ic e s  m ay
2 2  not invoke the privilege o f confidentia lity arising from a physic ian-patient re la tionship to
2 3  withhold pertinent in formation from  review of th ose  se rv ices  by a  private review agent.
2 4  (c ) Notwithstanding the p rov is ions o f this chapte r o r  an o th e r  law, a patient is entitled to
2 5  inspect and  copy  re co rd s  d e ve lo p ed  o r  maintained by a  private rev iew  agent pertaining to the
2 6  health ca re  rende red , being rende red , o r p ropo sed  to be  rende red  to thepatient.
2 7  (d ) This chap te r m ay  not b e  construed to a l low  a private review agen t to take ac tions ;hat
2 8  vio late a  state o r fede ra l statute o r  regulation concern ing confidentia lity o f patient reco rd s .
2 9  S e c .  0 8 . 8 5 . 1 5 0 .  D EF IN IT IO N S . In this chapter,
3 0  (1 )  “departm en t" m sa n s  the Department of C om m e rc e  and  Econom ic
31 Deve lopmen t;



1 . • (2 )  "health ca re  insurer" m ean s  a p e rson  in the bu s iness  o f making paymen ts  for
2  the medica l ca re  of o thers , and  inc ludes an insu rance com pany , a nonprofit hea lth se rv ice  plan,
3  a health m a in tenance o rgan ization , a p re fe rred  p rov ide r o rgan ization , an em p lo y e e  ass is tance
4  program , and a  health insu rance se rv ice  o rgan ization ;
5  (3 )  “private rev iew  agent" m ean s  a p e rso n  who pe r fo rm s  a  utilization review a r  d
6 who is affi liated with, under contract to, o r  acting on beha lf  o f  a p e rson  doing bu s in e s s  in the
7  state, whether o r not for profit, o r  of a  health ca re  insurer, but who is not affi liated with a
8 hospita l;
9  (4 )  "provider" m ean s  a health ca re  p rov ide r a s  de fined in AS  1 8 .2 3 .0 7 0 ;

10  (5 )  "utilization review" m ean s  a  sy s tem  fo r reviewing the appropr ia te  and efficient
11 a llocation o f  hospita l and  outpatient re sou rce s  and se rv ice s  given, being given , o r  p rop o sed  t d
12  be given to a  patient o r g roup  o f patients, including the app rova l o r  denia l, o r  recommenda tion
13 o f app rova l o r  denia l, o f p aymen t fo r hospita l o r  med ica l se rv ices ;
1 4  (6 )  "utilization review plan" m oan s  a  description o f  the criteria, p rocedu re s , and
15  s tanda rd s govern ing utilization review activities p e r fo rm ed  by a private review agent.
16  * Sec. 3 .  AS 4 4 .6 2 .3 3 0 ( a )  is am e  id ed  by adding a  new  pa rag raph  to re ad :
17  ( 5 7 )  D epartment o f C om m e rc e  and Econom ic  D eve lo pm en t conce rn ing the
18 icensing and  regulation o f  private review agen ts  unde r AS  0 8 .8 5 .
19  * Sec. 4 . A S  0 8 .8 5 .0 8 0  and 0 8 .8 5  1 50 , enacted by sec . 2  of this Act, take e ffect immediate ly  under
2 0  AS  0 1 .1 0 .0 7 0 (c ) .

- 7 -

i



7-LS1185M.1
Luckhaupt
04/08/92

OFFERED IN THE HOUSE
TO: CSHB 269( ) (DRAFT DATED 4/07/92)

Page 1, line 1:
Delete "licensing and"

Page 1, lines 4-8:
Delete all material and insert:

"* Section 1. AS 18.20 is amended by adding new sections to read:
ARTICLE 5. PRIVATE REVIEW AGENTS.

Sec. 18.20.400. PURPOSE. The purpose of AS 18.20.400 - 18.20.490 is to"

Page 1, line 13:
Delete "state employers"
Insert "employers in the state"

Page 1, line 14:
Delete "are qualified to perform"
Insert "meet certain minimum standards in the performance of'

Page 2, line 1:
Delete "to make"
Insert "in making"

Page 2, line 4:
Delete "Sec. 08.85.020. LICENSE"
Insert "Sec. 18.20.410. REGISTRATION"

A M E N D M E N T



Page 2, line 6, following "unless" through line 8, following "contract.":
Delete all material.
Insert "the person has

(1) registered as a private review agent on a form provided by the department;
(2) provided the department a list of all health care insurers for which the person 

is providing utilization review services in this state and a brief description of the services 
provided to the insurer,

(3) filed with the department an affirmation that
(A) a payment incentive provision or plan prohibited under AS 18.20.420 

is not being utilized;
(B) the person has a utilization review plan that complies with the 

requirements of AS 18.20.420 that is available to patients and providers;
(C) the person will ensure confidentiality of patient information or records 

under AS 18.20 °0;
(D) provided the department with evidence acceptable to the department 

of liability insurance carried by the private review agent to cover potential liability from 
its activities under AS 18.20.400 - 18.20.490 in an amount, type, nature, and carrier 
satisfactory to the department.
(b) The department may set by regulation a fee for the registration of private review 

agents and other fees the department finds necessary to implement AS 18.20.400 - 18.20.490.
(c)"

Page 2, line 10, through "approves" on line 18:
Delete all material and insert:

"Sec. 18.20.420. UTILIZATION REVIEW PLAN. A private review agent registered 
under AS 18.20.410 shall have"

Page 2, line 23, following "system;" through line 25:
Delete all material.

Page 3, line 2:
Delete "unless requested by the department"



Page 4, lines 5-13:
Delete all material.

Renumber the following paragraphs accordingly.

Page 4, line 18, through page 5, line 29:
Delete all material and insert:

"Sec. 18.20.430. CRIMINAL AND CIVIL PENALTIES; SUSPENSION AND 
REVOCATION OF REGISTRATION: INJUNCTIONS, (a) A person who knowingly violates 
a provision of AS 18.20.400 - 18.20.490 is guilty of a class B misdemeanor.

(b) Notwithstanding (a) of this section, after a hearing the department may revoke or 
suspend the registration of a person and may fine a person up to $5,000 who knowingly violates 
a provision of AS 18.20.400 - 18.20.490, a regulation of the department adopted under 
AS 18.20.400 - 18.20.490, or an order of the department issued under AS 18.20.400 -18.20.490.

(c) The department may bring an action in the superior court to enjoin a violation of 
AS 18.20.400 - 18.20.490, to enforce compliance with a regulation adopted under AS 18.20.400 - 
18.20.490, or to enforce an order issued under AS 18.20.400 - 18.20.490. Evidence of a single 
act is sufficient to justify an injunction without evidence of a general course of conduct"

Reletter the following subsection accordingly

Page 6, line 1:
Delete "Sec. 08.85.080."
Insert "Sec. 18.20.440."

After "regulations":
Insert "under AS 44.62 (Administrative Procedure Act)"

Page 6, line 2, following "of through line 5:
Delete all material.
Insert "AS 18.20.400 - 18.20.490."

Page 6, line 6:
Delete "Sec. 08.85.090."

-3-



Insert "Sec. 18.20.450."

Page 6, line 11:
Delete "licensing requirements of this chapter"
Insert "requirements of AS 18.20.400 - 18.20.490"

Page 6, line 12:
Delete "Sec. 08.85.100."
Insert "Sec. 18.20.460."

Page 6, lines 13 - 14:
Delete "periodically provide a list of licensed private review agents and the expiration date for 

their licenses"
Insert "provide a list of private review agents on request"

Page 6, line 16:
Delete "Sec. 08.85.110."
Insert "Sec. 18.20.470."

Page 6, line 24:
Delete "this chapter"
Insert "AS 18.20.400 - 18.20.490"

Page 6, line 27:
Delete "This chapter"
Insert "AS 18.20.400 - 18.20.490"

Page 6, line 29:
Delete "Sec. 08.85.150."
Insert "Sec. 18.20.490."
Delete "this chapter"
Insert "AS 18.20.400 - 18.20.490"



Page 7, line 16:
Delete "* Sec. 3." 
Insert "* Sec. 2."

Page 7, line 18:
Delete "licensing and"
Delete "AS 08.85"
Insert "AS 18.20.400 - 18.20.490"

Page 7, line 19:
Delete "* Sec. 4. AS 08.85.080 and 08.8̂ .150, enacted by sec. 2"
Insert "* Sec. 3. AS 18.20.450 and 18.20.490, enacted by sec. 1"

Page 7, following line 20:
Insert a new bill section to read:

"* Sec. 4. Except for AS 18.20.450 and 18.20.490, enacted by sec. 1 of this Act, this Act takes effect 
January 1, 1993."

-5-



HB 269

AMENDMENTS
by Boyer

Amendment #1

Page 4, line 10:
after "client;" add:

"an applicant shall annually report to the department all changes 
to the list of health care insurers;"

Amendment #2

Page 4, line 25:
after "providers" add:

"during the most recent licensing period"

Amendment #3

Page 5, line 4:
after "revoke" add:

", suspend, or place on probation"
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CSHB 269: "Licensing and regulation of private health care review 
agents."

There is a need to hold down costs for employers providing a health care plan if 
those costs are being driven upward by unnecessary procedures and
exaggerated hospital stays or alter care. There is also a need to protect patients 
firombedng subjected to unnecessary procedures or medication.
Insurance companies have increasingly turned to utilization review firms to 
determine whether care procedures are or were warranted in individual cases. 
They also approve the length of hospital stay.
This bill seeks to provide assurance that these review firms and their employees 
possess the needed skills and education to accurately assess the procedures.
The bill requires the applicant to file a review plan but does not specify the basis 
on which the department may reject the plan.
The bill does not establish what is acceptable as guidelines for a standard 
review. Therefore, most of the review is discretionary.
Sec. 08.86.030(bX4XA): "Sufficient number of nurses" and "appropriate 
numbers of physicians" is too vague. If the bill is trying to establish speedy 
handling or availability, perhaps it needs to state hours and days (including 
week-ends) someone is available.
Sec. 08.86.030(bX6): "The requirement that except in exceptional
circumstances" needs to be clarified.
Needs language requiring licensees to notify department when they are adding 
or dropping an insurer.
Sec. 08.85.030<b)(13): Needs to "department,"

Sec. 08.86.040. RENEWAL OF LICENSE. (aXl) files an application for 
renewal, pmddfSLJL ^ence of current liability insurance. any change.of.the 
review plan [including the information] required under AS 08.86.030(b), and 
submits the appropriate renewal .Coe
Sec. 08.85.040(b): An application for renewal of a private review license must 
include a list of all complaints made to the agent by patients or providers during 
the most recent licensing period and a brief description. . . .

Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke, 
suspend, or place on probation a license. . . .
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Page 2

Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (c) 90 days is 
probably not a reasonable time to investigate, hold hearing and render a 
decision.
In summary, we do not oppose the bill, but have numerous concerns about the 
vagueness with which it is written.
In our opinion, too much of the review is discretionary.

9661D
050891a



D I V I S I O N  O F  L E G A L  S E R V I C E S

L E G I S L A T I V E  A F F A I R S  A G E N C Y  
S T A T E  O F  A L A S K A

(007} 465-3867 o r 465-2450 
FAX  (907) 465-2029 
M ail Stop 3101

240 Main Street, Suite 50CJuneau, Alaska 99801-2101

M E M O R A N D U M February 21, 1992

SUBJECT: Sectional Summary - CSHB 269(HES)

TO: Representative Mark Boyer 
Attn: Fawn Helms

FROM: Jerry Luckhaupt 
Legislative Counsel

You have requested a sectional summary of CSHB 269(HES), an Act providing for 
the licensing of private health care review agents. Be advised that a sectional 
summary is not an authoritative interpretation of the bill. The bill itself is the best 
statement of its contents.

Section 1 of the bill applies AS 08.01 to the regulation of private review agents.

Section 2 of the bill is the statutory meat of the bill. It adds a new chapter to AS 08. 
AS 08.85.010 provides a purpose clause.
AS 08.85.020 requires that a person who seeks to perform a utilization review 

(which is a system to review the appropriate medical care to b* given a patient, see 
AS 08.85.150(5)), on behalf of a health care insurer must be licensed.

AS 08.85.030 provides the application procedures for a license.
AS 08.85.040 provides for renewal of licenses.
AS 08.85.050 provides procedures for denial cf a license.
AS 08.85.060 provides for revocation of licenses.
AS 08.85.070 provides for complaints against licensees.
AS 08.85.080 requires the Department of Commerce and Economic 

Development to adopt regulations to implement AS 08.85.
AS 08.85.090 exempts from the requirements of AS 08.85 employees or 

contractors of the federal government.
AS 08.85.100 requires the department to publish a list of licensed private 

review agents.
AS 08.85.110 provides that medical records obtained by a private review agent 

are confidential.
AS 08.85.150 provides definitions.



Section 3 of the bill requires the department to comply with the contested case 
provisions of the APA (AS 44.62.330 - 44.62.630) when regulating private review 
agents.

Section 4 of the bill provides an effective date.

R epresen tative M ark Boyer
February  21, 1992
Page 2

GPLrpl
92-123.plm



A l a s k a  S t a t e  L e g i s l a t u r e

Legislative Research Agency

P .O . Box Y 
Juneau , * K  9 9 8 1 1 -3 1 0 0  

Phone: i»07> 183-3891 
F a x : (907 ) 1 0 3 -3 3 3 1

June 3, 1991

MEMORANDUM

TO: Representative Mark Boyer

FROM. Christine M. Cheff ^I oni r 1 if i\/o Anti wef ̂Legislative Analyst

RE: Utilization Review Statutes In Other States
Research Request 91.270

You asked for a comparison of licensing and certification laws for private 
health care review agents in the states of Arkansas, Maine, Maryland, and South 
Carolina, and for information about the implementation of those laws. 
Additionally, you asked for a sample of utilization review bills from those 
pending in the states of Florida, Georgia, Illinois, Massachusetts, North 
Carolina and Pennsylvania.

Utilization review (UR) is a service conducted primarily by or for an insurer 
to determine whether the cost associated with providing health care services 
to a patient should be paid by the insurer. It is the private review agent 
who makes that determination. Hospital services such as pre-admission, second 
surgical opinions, medical necessity, length-of-stay, and the medical service 
delivery site can be included in utilization review. The UR process usually 
involves reviewing a patient's medical records or examination of the patient 
and can take place before, during or after a hospital stay or the receipt of 
health care service.

According to insurers, the purpose of UR is to control costs while assuring 
that the quality of health care is maintained. Health care providers 
generally support those objectives but have some- concerns about the way in

1 In this memo, private health care review agents will be referred to as 
"review agents" or "agents," and "certificate" is synonymous with license.

2The Annotated Code of Maryland 1990 [Section 19-1301(b)] defines 
utilization review as "a system for reviewing the appropriate and efficient 
allocation of hospital resources and services given or proposed to be given to 
a patient or group of patients" (see Attachment A).

3The Iowa Division of Insurance, Presenta t ion to the Fiscal Committee (of  
the L eg is la t ive  Council), July 18, 1990.
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which UR is conducted. They believe that the procedures and criteria used to 
make UR decisions should be available to patients and providers and that 
determinations to deny medical services should be made by or in consultation 
with a physician qualified in the area of medicine related to a prescribed 
course of treatment. Because there are no regulations to ensure that these or 
other areas of concern are addressed by private review agents, many health care 
providers favor the passage of laws requiring that only certified or licensed 
agents be allowed to conduct UR activities.

COMPARISON OF CERTIFICATION/LICENSING LAWS

Maryland was one of the first states (1988) to adopt a certification law for 
"nonhospital-affiliated" agents who perform utilization review (UR) for 
business entittes or "third party" providers or hospital administrators 
(Attachment A). Serving as a model for the laws adopted in Arkansas, Maine 
and South Carolina (Attachments B-D), the Maryland law is intended to:

a. promote delivery of quality, cost-effective health care;

b. foster greater coordination between payors and providers of UR;

c. ensure that private review agents are qualified to perform UR and to
make medical care decisions; and

d. ensure confidentiality of medical records.

To obtain a certificate to engage in UR, an agent must apply to. the state 
agency designated by statute to grant the certificate or license.

The following table presents general information about statutory provisions 
concerning certification or licensure in the four states whose laws we 
reviewed. It is followed by more detailed information about application 
requirements, fees and the denial/revocation process.

4 Bi 11 Analysis, House Bill 2503, 87th General Assembly, State of Illinois, 
1991 and 1992 (see Attachment H).

5Arkansas law (Section 20-9-907) further requires that "every health 
insurance plan/insurer proposing to issue or deliver a health insurance policy 
or contract or administer a health benefit program which provides for the 
coverage of hospital and medical benefits and the UR of those benefits shall:" 
have a certificate or "contract with a certificated private review agent. . ." 
(see Attachment B).

6The application, annual, and renewal fees are established by statute in 
Maine and South Carolina, by regulation in Arkansas and Maryland.
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STATE GRANTING
AGENCY

LICENSE OR 
CERTIFICATE

TERM APPL.
FEE

WAIVERS* 
GRANTED TO

ARKANSAS Board of 
Health

Certificate 2 yrs $1,500 Agents under contract 
to the federal 
government, home 
health agencies, pre­
ferred providers, 
clinics, private 
offices, pharmacists.

MAINE Bureau of 
Insurance

License 1 yr $400 Insurers, nonprofits, 
HMOs, preferred 
providers.

MARYLAND Secretary of 
Health & Mental 

Hygiene

Certificate 2 yrs $1,500 Agents under contact 
to the federal 
government.

SOUTH
CAROLINA

Insurance
Commissioner

Certificate 2 yrs $400 Insurers & HMOs 
1icensed or regulated 
by Department of 
Insurance.

‘Private review agents who meet these criteria are not required to obtain a 
certificate or license to perform utilization review.

Minimum Application Requirements

An applicant for a UR certificate or license must submit the following 
information to the designated granting authority.

1. A utilization review plan which includes:

a. a description of review standards and procedures used for 
evaluation of hospital care;

b. the circumstances under which UR would be delegated to 
a hospital UR program (Maryland only);

c. the process by which patients, physicians, and hospitals appeal an 
adverse decision.

2. The type and qualifications of personnel who will perform UR.
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3. Procedures and policies to ensure accessibility to the review agent by 
patients and providers during normal in-state business hours, five days 
per week.

4. Copies of materials used to inform patients and providers of UR plan 
requirements.

5. A guarantee of confidentiality of individual medical records reviewed 
during the UR process.

6. A list of third-party payors for whom the agent is performing UR 1n the 
state.

Denial/Revocation of Certificate or License

A certificate or license application will be denied if it does not meet the
statutory requirements outlined above, or if it violates applicable
regulations. Once issued, certificates and licenses are subject to periodic 
review at the discretion of the issuing agency/ Failure to comply with 
defined standards and procedures, applicable regulations, or ordered corrective 

actions can result in the imposition of a fine, or suspension or revocation of 
the certificate.

Fines are imposed through different processes. Authorization for the
imposition of a civil penalty not to exceed $1,000 is given to the

Superintendent of the Bureau of Insurance in Maine and the Chief Insurance 
Commissioner in South Carolina. "Violation of provisions of law or regulations 
is a misdemeanor with a fine on conviction of not more than $1,000" in Arkansas 
and Maryland. After the first conviction, "each day a violation is continued 
is a separate offense."

Appeal of Application Denial or Certificate/License Revocation

All of the laws we reviewed include a provision allowing the applicant or 
certificate holder a reasonable amount of time to supply required compliance 
information before an application is denied or a certificate is revoked. An 
applicant or certificate holder may request a hearing before the granting 
authority and must be notified 30 days in advanca of scheduled hearing 

date. Additionally, in Arkansas and Maryland hearing decisions can be appealed 
to the courts.

Maine(Section 277*) and South Carolina (Section 38-70-40) statutes also 
specify the use of telephone audits to determine compliance with the requirement 
that agents are "reasonably accessible."
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Other Statutory Provisions

There are certain unique statutory provisions in each of the states whose laws 
we reviewed. The following is a list of those worth noting.

MAINE - The Bureau of Insurance must "compile and maintain a current listing 
of persons, partnerships or corporations" licensed under statute (Section 
2771). It is the only state of those reviewed which has no statutory 
prohibition against transferring a certificate or license.

MARYLAND - The Secretary of Health and Mental Hygiene is required to 
periodically provide a list of certified private review agents and tht.r 
certificate renewal dates to the Chamber of Commerce, the hospital association, 
hospital UR programs, and other businesses or labor organizations requesting 
the list (Section 19-1309).

A 1990 amendment to Maryland law provides guidelines to be followed by agents 
reviewing services for the treatment of alcoholism, drug abuse, or mental 
illness. In particular it requires that determinations for denial or reduction 
in coverage of these services must be made by "a physician, or a panel of other 
appropriate health care providers with at least 1 physician" whose 
qualifications meet statutory definitions (Attachment. E).

SOUTH CAROLINA - Private review agents conducting UR in the state of South 
Carolina on the effective date of the law were allowed 90 days to submit 
applications for certification. The Insurance Commissioner then had six months 
from receipt of the application to act. During the transition period, agents 
were allowed to continue UR activities "subject to the jurisdiction of the 
commissioner." [Section 38-70-20(A)]

IMPLEMENTATION OF CERTIFICATICN/LICENSURE LAWS

The Arkansas, Maine, Maryland and South Carolina laws requiring certification 

or licensure of private utilization agents were passed between 1988 and 1990, 
and implemented during the fiscal year beginning July 1, 1990. The number of 

certificates or licenses issued ranges from 12 in Maine to 85 in South 
Carolina. Alison Bane, contract examiner for the Maine Bureau of Insurance, 
said her department's biggest problem is determining the number of UR agents 
operating in the state. They have received 15 applications since the February 

9, 1991 implementation deadline. Representatives of each state's certificate 
granting agency believe that compliance with the law will be voluntary, however 

they are also relying on the hospitals to report violations. Copies of the 
Maine and South Carolina application packages are attached (Attachments F and 

6 ) .

Only a few applications for certification have been denied by the South 

Carolina Department of Insurance. Those denials were for failure of the 
applicant to submit all required information. According to Tim Baker, director
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of the Utilization Review section, the number 1s low because applicants are 
forewarned they will be charged an additional $400 fee to re-apply. He 
receives a substantial number of phone calls from agents requesting prefiling 
guidance.

Despite an estimated 60 to 70 complaints concerning review agents received each 
month (almost 95 percent from physicians), Mr. Baker's office has not acted to 
suspend or revoke any certificates. Approximately one-half cf the private 
agents doing business in South Carolina are companies located west of the 
Mississippi and most problems are necessarily resolved through telephone 
negotiation. Mr. Baker believes it's important to meet with review agents and
providers to work at solving the problems, but his is a one-person operation
without the resources to do so. Staff and budget limitations have also 
restricted his ability to conduct the periodic reviews and audits of 

certificate holders mandated by statute. According to Mr. Baker, legislators 
and regulators underestimated the number of private review agents that would 

operate in the state, the number of complaints that would be received, and the 
amount of time required for implementation of the laws.

Maryland's certification law is a "money maker" but "not effective" according 
to Bill Darrill, deputy director of the Office of Licensing and Certification. 
He says original legislation proposed by the Maryland Hospital Association was 
an attempt to create a standardized utilization review formula for hospitals 
to follow. It included a provision that the UR plan submitted with 
applications for certification would be made available to providers and
patients. But through lobbying efforts on the part of private review agents 
that provision was deleted. Denise Matricciani, director of Legislative 
Services at the Maryland Hospital Association was involved with drafting the 

original bill. According to her, review agents contended that UR standards and 
criteria are proprietary information and release to the public would provide 
an advantage to their competitors. But the effort to amend statutes for
inclusion of a provision to make UR plans available to patients and providers 
is still underway. Legislators will be working on a new bill during this 

summer's interim. Ms. Matricciani also said there have been reports by some 
hospitals that review agents are being more cooperative about providing 
information concerning UR standards.

PENDING LEGISLATION

Copies of pending legislation for the certification of private UR agents in 
Illinois and Massachusetts are attached.

The Illinois Hospital Association supports House Bill 2503 to create "the 

Patient Protection in Utilization Review Act." The bill includes a provision

8Thesame provision as included in your House Bill 269 [Sec. 08.85.030(b)].
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for making UR procedures and criteria available to patients and providers. It 
would also grant reciprocity to UR agents who are "certified, licensed, or 
otherwise authorized to conduct utilization review under the laws of another 
state . . . "  if they are 1n substantial agreement with the Illinois law. 
(Attachment H)

Three UR bills were introduced in Massachusetts--one each from the hospital 
association, medical society, and psychiatric association. The House Health 
Care Committee is attempting to redraft a bill which will meet the concerns of 
all health care providers. Two of the issues which the bill will address are:

a requirement that a qualified physician be involved in any 
determination to deny claims for third-party reimbursement of 
services provided or to be provided to a patient, and

a requirement ttat private review agents carry liability insurance 
(Attachment I).

ADDITIONAL INFORMATION

We have enclosed additional information which might also be of interest to you.

The American Managed Care and Review Association (AMCRA) is a trade association 
located in Washington, DC which supports current efforts to establish a

national standard for UR agents under the Utilization Review Accreditation 
Commission (URAC). Director of State Affairs Stephen Lamb says AMCRA believes 

"the accreditation process is far superior to establishing an expensive state 
regulatory structure." A copy of URAC standards and some background
information is attached (Attachment J).

Model state utilization review bills drafted by the American Medical 
Association are also attached (Attachment K).

I hope this information will be useful. Please do not hesitate to call if we

can be of assistance on this or any other matter.

Attachments

9As provided in your House Bill 269 [Section 08.85.030(b)(13)].



Ray Gillespie
Gillespie & Associates 

Lobbying & Governmental Affairs

10390 Mendenhall Loop Road 
Juneau, Alaska 99801 

Telephone: (907) 463-3375 
Fax: (907) 463-5522

MEMORANDUM
TO: R e p r e s e n t a t i v e  David F i n k e l s t e i n
FROM: Ray G i l l e s p i  "
RE: CSHB 269
DATE: F e b ru a ry  1 0 , 1992

As p e r  y o u r  r e q u e s t ,  t h i s  i s  a b r i e f  o u t l i n e  o f  p rob lem s 
e x p e r ie n c e d  in  c u r r e n t  u t i l i z a t i o n  re v iew  p ro c e s s e s  and a 
c o r r e s p o n d in g  s o l u t i o n  t o  th e se  p rob lem s c o n ta in e d  i n  Committee 
S u b s t i t u t e  f o r  House B i l l  No. 269 .
PROBLEM
1. Lack o f  T r a i n i n g ,

know ledge and q u a l i f i ­
c a t i o n s  o f  r e v iew  ag en ts .

SOLUTION-CSHB 269
R e q u i re s  s u f f i c i e n t  number o f  
n u r s e s ,  s u p p o r te d  and su p e r ­
v i s o r s  by p h y s ic ia n s  t r a i n e d  in  
a p p r o p r i a t e  s p e c i a l t y  a re a .

2 . S e c r e t  and u n d i s c lo s e d  
c r i t e r i a  and p ro c ed u re s  
used i n  e v a lu a t i n g  c a re .

3 . U n a v a i l a b i l i t y  o f  rev iew  
ag en ts  t o  p a t i e n t s  and 
p r o v i d e r s .

D i s c lo s u r e  o f  numbers, typ e  and 
q u a l i f i c a t i o n  o f  p e r s o n n e l  em­
p lo y e d  by re v iew  ag en t . 
( 0 8 . 8 5 . 0 3 0 ( b ) ( 4 ) )
D i s c lo s u r e  t o  p r o v i d e r s ,  as 
p a r t  o f  l i c e n s i n g  a p p l i c a t i o n ,  
A l l  re v iew  s t a n d a rd s ,  c r i t e r i a  
and p ro c e d u re s .
( 0 8 . 8 5 . 0 3 0 ( b ) (1 )
R e q u i re s  Rev iew  ag en ts  t o  be 
r e a s o n a b ly  a c c e s s i b l e  t o  
p a t i e n t s  and p r o v i d e r s  a t  
l e a s t  5 days a week d u r in g  
no rm a l b u s in e s s  h ou rs  in  
t h i s  S t a t e .
( 0 8 . 8 5 . 0 3 0 ( b ) ( 5 ) )



R e p r e s e n t a t i v e  F i n k e l s t e i n F e b r u a ry  1 1 , 1992

4 .  Lack o f  c o n f i d e n t i a l i t y  
o f  m ed ic a l r e c o rd s .

5 .  I n a b i l i t y  t o  seek r e ­
c o n s i d e r a t i o n  o f  
a d v e rs e  d e c i s i o n s .

6 . U n a v a i l a b i l i t y  o f  
p h y s ic ia n s  t r a in e d  in  
s p e c i a l t i e s  t o  d i s c u s s  
a p p r o p r ia t e n e s s  o f  
c a re  w ith  th e  p a t i e n t ' s  
a t t e n d in g  p h y s ic ia n .

7 .  D e n ia l  o f  c la im s  a f t e r  
p r e - a u t h o r i z a t i o n  a n d / o r  
c o n c u r r e n t  a u t h o r i z a t i o n .

R e q u i re s  com p lian ce  w ith  a l l  
S t a t e  and F e d e r a l  laws t o  
p r o t e c t  c o n f i d e n t i a l i t y .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 8 ) )
D i s c lo s u r e  o f  p r o v i s i o n  by 
which p a t i e n t s  and p r o v i d e r s  
may seek  r e c o n s i d e r a t i o n ,  
th e  t im e p e r i o d  f o r  a c t i o n  
on r e c o n s id e r a t i o n .
( 0 8 . 8 5 . 0 3 0 ( b ) ( 3 ) )
R equ irem en t t h a t  o n ly  a 
p h y s ic ia n  t r a i n e d  in  r e l e v a n t  
s p e c i a l t y  o r  s u b - s p e c i a l t y  
make a f i n a l  d e t e rm in a t i o n  t h a t  
c a re  i s  m e d ic a l ly  i n a p p r o p r i a t e .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 5 ) )
P r o h i b i t s  r e t r o s p e c t i v e  d e n i a l  
excep t in  e x c e p t io n a l c a s e ,  such 
as f r a u d .
( 0 8 . 8 5 . 0 3 0 ( b ) ( 1 4 ) )

A re v iew  p la n  meeting  th e s e  re q u irem en ts  must be subm it ted  a s  p a r t  
o f  th e  a p p l i c a t i o n  f o r  a p r i v a t e  re v iew  ag en t l i c e n s e .  The p la n  
must a l s o  p r o h i b i t  any f i n a n c i a l  in c e n t i v e  p r o v i s i o n  o r  p la n  unde r 
which th e  re v iew  a g e n t ' s  com pensa t ion  i s  based on c o n t r o l l i n g  th e  
amount cha rged  f o r  s e r v i c e s .
I f  you have f u r t h e r  q u e s t i o n s ,  p le a s e  c o n ta c t  me. I  hope an e a r l y  
h e a r in g  can be schedu led  i n  th e  Labo r and Commerce Comm ittee .



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

A S S O C I A T I O N

Feb ru a ry  2 4 , 1992
R e p r e s e n t a t iv e  David F i n k e l s t e i n ,  C h a i r  
L abo r & Commerce Committee 
A la sk a  House o f  R e p r e s e n t a t iv e s  
P .O . Box V 
Juneau , AK 99811

Re: S uppo rt  HB 269,
M ed ica l U t i l i z a t i o n  Review

Dear R e p r e s e n ta t iv e  F i n k e l s t e i n :
Thank you v e ry  much f o r  h o ld in g  th e  s p e c ia l  comm ittee 

meeting  1 : 0 0  p.m. Wednesday, F eb ru a ry  2 6 , t o  rev iew  HB 269 .
A p h y s ic ia n  and h o s p i t a l  r e p r e s e n t a t i v e  w i l l  ask y o u r  h e lp  in  
g e t t i n g  o u r  f r i e n d s  i n  th e  in su ran c e  in d u s t r y  to  " s im p l i f y "  a 
v e r y  s low , c o s t l y  p ro c e s s  t o  se cu re  a u th o r i z a t i o n  from  an 
in su ra n c e  company t o  p ro c e ed  w ith  a m ed ica l p ro c edu re .

Over 24 S ta te  L e g i s l a t u r e s  have enacted  l e g i s l a t i o n  s im i l a r  
t o  HB 2 6 9 .  The in su ra n c e  in d u s t r y  opposes HB 269 , o f f e r i n g  no 
s o lu t i o n  t o  a s su re  t h a t :

1 . I n d i v i d u a l s  d o ing  re v iew  f o r  in su rance  companies a re  
q u a l i f i e d ,  and t h a t  m ed ic a l re v iew  c r i t e r i a  i s  
r e a s o n a b le .

2 . UR agents a r e  r e g i s t e r e d  w ith  th e  s t a t e ,  and t h e r e f o r e  
have some a c c o u n t a b i l i t y .

3 . Tha t in su ra n c e  company UR o f f i c e s  a re  open d u r in g  
A la ska  b u s in e s s  h ou rs  and t h a t  response i s  t im e ly .

4 . That th e r e  i s  an a p p ea ls  mechanism w ith p r o p e r l y  
t r a i n e d  p h y s i c i a n s  a v a i l a b l e  t o  rev iew  m ed ic a l 
d e c is i o n s .

We a r e  h o p e fu l y o u r  s ch edu le  w i l l  a l lo w  you t o  a t t e n d  t h i s  
im p o r ta n t  h e a r in g  1 : 0 0  p .m . Wednesday.

I f  we can answer q u e s t io n s  b e fo r e  th en , p le a s e  c a l l .

H a r la n  R. Knudson 
P res iden t/CEO
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In general, the term* used' In the UR chart can be defined as follows:

D e f i n i t i o n  o f  C a t e g o r i e s :  i
i
i

1. Application and RenewalFees Private utilization review (UR) firms and/or agents are 
required to apply and pay fees for certification by the state.

j

2. Appeals and Reconsideration Process UR firms must have policies and procedures 
in place to allow patients and:providers the opportunity to appeal an adverse decision.

i

3. Specialty Physician Review on Appeal A physician trained In the relevant specialty 
or subspecialty must make the final determination (on appeal) that care rendered or to 
be rendered was or may be radically inappropriate.

!

4. Type and Qualifications o f Personnel UR firms must provide to the state a written 
description of the types and qualifications of personnel performing the reviews.

I
i

5. Hours o f Availability Private UR agents must be accessible to patients and providers 
a minimum of five working d^ys a weak during normal business. (Some states prohibit 
denials of payment during e period when the review agent is not available).

i

6. Complaint Mechanism Thjo law establishes a complaint mechanism that allows an 
aggrieved patient or provider to file a complaint with the state alleging that a private UR 
agent is not In compliance with the UR law and/or regulations.

I
7. Confidentiality UR firms'practicing in the state must maintain strict confidentiality 
of their medical records, end'follow all applicable state laws regarding confidentiality.

i

8. Fine for Violation o f Act trhe law stipulates that a violation of any provisions of the 
Act will result In a fine. j

9. UR Plans ~ Description o i Review Standards and Procedures UR firms must file a 
plan with.the state that Includes a description of the review standards and procedures 
to be Qsed In evaluating proposed or delivered health care services.

10. Disclose Criteria In addi 
disclose specific review crlte

11. Provide Ust o f Payors U 
for whom the private review

Ion to review standards and procedures, a UR plan must 
'la,

R firms must provide to the state a list of third party psyors 
agent Is performing utilization review In the state.

12. No Financial Incentives Prohibits UR agents or personnel from receiving 
compensation based on the nmount of adverse determinations, reductions or limitations 
on lengths of stay, etc.



From: Alas k a State Hospital & Nur s in g  Home Assn.
Harlan Knudson - 586-1790, J u n e a u  » 2-25-92

As of August, 1991 24 State Leg i sl a tu r es  had bills intro du ced and he a r in g s held 
(Source, Amer ican Hospital Assn) on u t i l i z a t i o n  review. The ma jo r it y  of these bills 
regulate the operation of U.R. firms.

22 states have laws regulating UR agencies. Be lo w are state crit eria for regulati on  as of 
October, 1990.’  M M T  o r STAK F I* SlAtl/TtS

o n o n  m o

Stat# AR f l CA XT MR to m HA"* HC* FA " SC VA
1/1/VO 10/1/90 1/1/91 1/1/91 9/30/09 11/1/90 l i f e ™  . . V I/91  . A/15/90 5/1/90 7/1/90

X 2 yeere X 1 year X 2 year*
l

V 2 year* X X 2 yeere X 2 year* X 1 year X 2 year* X 2 yew*
I *  F lane-deecrlptlon o f 
review atde A procedure*

X X X X X X X X X X

Mtchanlew fo r  Appeal* A X X X X X X X X X X

Specialty Ftiytlclen Review X X X X X
type A Ouetlfleet Ion* o f 
Fertcm el

X X X X X X X X X

Hour* o f A v e lle b lllty X X X X X X X X X
Frov ld t l l t t  o f Feyer* X X X X
Caoplelnt Recftenlew X X X X

•  Much ■**# epee I fie  than other I m  being drafted or having been paaeed.
• *  Auto IneurvK* low otlowo fnaurort to uw  IB caapanlto, Including 0*01, to review a*d lea l c le la e ; eeporeto F I* b i l l  fe lle d  to pete.
• • •  Reel'll deportewnt Interpret* port *  f  l i t  current etetutory to c t .e r  I *  co^ en le t .

M K t t f l i lU  M U C I
Arlan*a*
f lo r id .
C eorflaKentucky
M ine
Meryl end

Roerd o f Heelth
Oept. o f Reel III A Rehab. Service* 
Cceaelttlaner o f Inturanc*
Cabinet fo r  Rueen Reeeurcee/Reelth Oept, 
Bureau o f Inturanc*
Dept, o f Heelth 1 Metal R yfltn*

M laalaalppl 
Rev iereey 
Rorth Corel In* 
Fennoylvanla 
South Coral In* 
V lr f ln la

Depertnent o f Roalth 
Ooportnont o f Health 
Depertwont o f Ineurenc* Oeporteent o f Inourenco 
Depottaent o f Ineurenc*
Stat* Corporation C an lia le n

STA*VI
Arleneee
f lo r id *  
Ceorpl* 
Kentucky 
Maine 
Meryl end

D ra ft deputation* C ab le t*
1 op t.*m t* t lcn  0*loyod
Met Iwplaaantad/leck o f financing
D rafting Copulation*
Fropoaed Repulel Ion* 
f in a l lepu latlone Fubtllhcd

Mlaalaalppl 
How Jaraey 
Rorth CorotInt 
Fonnoylvanl* 
South Carolina 
V lr f ln la

f in a l Repuletlono Fending 
frcpM id
f i n . 1 lepu le llono  Fending 
D rafting Ropulotlen*
Repulat lone Frapoeod 
O reftlnp Repuletlore

A tt a c he d  is (a hard to read) 
Su mmary of 19 state UR laws as 
of December, 1991. Source 
N at io nal A s s o c i a t i o n  of Private 
P sy c hi a t r i c  Hospitals.
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A  D n C l T i n M  D A D C D  C l  i r D H D T I M f JA  P O S IT IO N  PA PER  S U P P O R T IN G
SE N A T E  BILL 2 3 9  

-> H O U S E  BILL 2 6 9  1
LIC EN SIN G  U TILIZA TION  REVIEW  A G E N T S

' • .

DEVELOPMENT OF UTILIZATION REVIEW AGENTS:
Utilization review organizations originated in response to U.S. corporations frustrated 
with the rising cost of health care. Private businesses and insurance companies 
reacted to corporate pressure to reduce or contain health care costs by creating

firms

VVILII II lu I Iwll W U O l  I I lUUI II I WO I Ul I I I » U  lw U U U I I I U 0 U V O  ui IU •• IWUI Ul IWU WWIIipUIIIO

reacted to corporate pressure to reduce or contain health care costs by creatini 
utilization review companies or subsidiaries. Corporations then hired these new firm 
or subsidiaries to develop programs and review claims for payment.

h r  . ;■ f i i i :

• :t • 
-r

POSITIVE RESULTS OF NEW FIRMS:
U.S. corporations and utilization review firms claim success at reducing health care 
costs. They indicate that cost reductions are In excess of costs expended for 
utilization review firm's services. Hospital admissions for procedures that normally 
can be done on an outpatient basis are decreased. Length of stay for hospital cases 
is reduced. There is increased attention on outcomes analysis, justifying inpatient 
care for certain types of patients. Hospitals have now designated specific staff to 
facilitate the review process which has increased the cooperation with utilization 
review firms.

■. • ■ ‘H  : '

Y;&V NEGATIVE RESULTS:
There is inadequate accountability by utilization review firms. Problems arise from 
authority being separated from responsibility. Utilization review firms have no 
responsibility by law for the effects of denied treatment. The providing hospital and
physician, whose advice is often ignored are responsible. For example:

. ! 1 • ' -

o Cases where a reviewer, not a physician, makes the decision whether an 
admission to the hospital is appropriate.

7'/ v*
Cases where reviewers demand hospital discharge of patients too early in the 
treatment process.

> Cases where a patient leaves the hospital against medical advice, when a 
reviewer indicates treatment will not be covered by his/her insurance company.

11 i <V ..•••■■ . . ♦’ i SU^t .

o Denial by reviewers of recommended ancillary services and diagnostic 
evaluations for patients.V K *  .V

Hospitals and providers worry about the level of expertise of the reviewers. Utilization 
review firms often have small, inadequate staff accessible via few telephone lines. 
There are currently no requirements for specific training or clinical experience in 
Alaska for individuals conducting utilization review. Nurses, and in some cases clerks, 
are evaluating medical cases without the physician s involvement. Physicians have 
their treatment decisions challenged or reversed by clerks with no medical training.

■

'
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ST A T E  H EA LTH
I N S U R A N C E  

I S S U E S

ISSUE: MANAGED CARE
(as o f  April 19 90 )

B A C K G R O U N D :  T h e  h ig h  c o s t  o f  h e a lth  ca re  is a  m a jo r  p r o b le m  fo r  th e  U n i t e d  S ta tes . A ll w h o  p a y  -
e m p lo y e r s ,  in d iv id u a ls ,  a n d  g o v e r n m e n t  -  are  b u r d e n e d  b y  c o n t in u a l  in c re a s e s  in  h e a lth  
e x p e n d i tu r e s .  M o re o v e r , e s c a la t io n  o f  h e a lth  co s ts  g re a t ly  c o m p lic a te s  th e  ta s k  o f  f in d in g  
w a y s  to  p r o v id e  c o v e r a g e  fo r  th e  la rg e  n u m b e r  o f  A m e r ic a n s  w h o  a re  w i t h o u t  e ith e r  
p u b l ic  o r  p r iv a te  h e a lth  in s u ra n c e .

Although cost escalation has m a n y  causes, research s h o w s  that o n e  k ey  pr o b l e m  is that 

patients receive m u c h  care that is not appropriate for their condition. S o m e  get care that is 

m o r e  intense a n d  expensive than necessary. Others receive care that is not beneficial a n d  

m a y  e v e n  b e  harmful. Eliminating such inefficiencies - w h i c h  m a y  account for 25 percent 

or m o r e  of medical expenditures -  is clearly a critical objective, both as a w a y  of reducing 

costs a n d  improving quality of care.

P a ye rs  o f  h e a lth  ca re  are  a w a r e  o f  s u c h  in e f f ic ie n c ie s  a n d  a re  d e m a n d in g  m o r e  a c c o u n t ­
a b i l i t y  a n d  b e t te r  p e r fo r m a n c e  fro m  th o s e  w h o  m a k e  h e a lth  ca re  d e c is io n s  in  o r d e r  to  a s ­
s u r e  th a t  p a t ie n ts  r e c e iv e  g o o d  v a lu e  fo r  m o n e y  s p e n t .  In c r e a s in g ly , m a n a g e d  c a r e  is 
r e c o g n iz e d  a s  th e  b e s t  m e c h a n is m  fo r  c a r ry in g  o u t  s u c h  im p r o v e m e n ts .  T h e  k e y  o b je c t iv e  
o f  m a n a g e d  ca re  is to  a s su re  th a t  p a t ie n ts  r e c e iv e  a p p ro p r ia te  ca re , th a t  is, h ig h  q u a l i t y  
c a re  e f f ic ie n t ly  p r o v id e d  in  th e  le a s t c o s t ly  s e tt in g .

D E F I N I T I O N :  B e c a u s e  it is  s till e v o lv in g ,  m a n a g e d  ca re  e m b r a c e s  a  v a r ie ty  o f  e x is t in g  a n d  d e v e lo p in g
s tru c tu re s . It m a y  b e  d e f in e d  as  s y s te m s  th a t  in te g ra te  th e  f in a n c in g  a n d  d e l iv e r y  o f  
a p p r o p r ia te  h e a lth  ca re  s e rv ic e s  to  c o v e r e d  in d iv id u a ls  b y  m e a n s  o f  th e  fo l lo w in g  b a s ic  
e le m e n ts :

o  A r r a n g e m e n ts  w ith  s e le c te d  p ro v id e r s  to  fu r n is h  a  c o m p r e h e n s iv e  s e t  o f  h e a lth  ca re  
s e r v ic e s  to  m e m b e rs ;

o  Explicit standards for the selection of health care providers;

o  Formal programs for ongoing quality assurance a n d  utilization review; a n d

o  Significant financial incentives for m e m b e r s  to use providers a n d  procedures 

associated with the plan.

M a n a g e d  care organizational structures are evolving in response to marketplace d e m a n d s  

a n d  will continue to d o  so. Today's structures include health maintenance organizations 

( H M O s ) ,  preferred provider organizations (PPOs), a n d  exclusive provider organizations 

(EPOs), as well as m i x e d  arrangements that c o m b i n e  elements of H M O s ,  P P O s  a n d  i n d e m ­

nity plans to a c c o m m o d a t e  em pl oy er  a n d  operating environment requirements.

M a n a g e d  care plans arrange with selected providers to furnish health care services to plan 

m e m b e r s .  Explicit criteria arc used for the selection of providers, a n d  formal programs for 

ongoi ng  review of the quality a n d  appropriateness of services are incorporated into the 

plan.

H ealth  In su ran ce  A ssociation  o f  Am erica
1025 Connecticut Avenue N.\X\. Washington, DC 200.56 “  202-223-7“H0 ~  FAX 202-223-"H9-’
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f vj

DEVELOPMENT OF UTILIZATION REVIEW AGENTS:
■ 1 ■ . •; ;

• •    . . :

Utilization review organizations originated in response to U.S. corporations frustrated 
-A with the rising cost of health care. Private businesses and Insurance companies 

■■■'"-i;-:-.* reacted to corporate pressure to reduce or contain health care costs by creating

§ utilization review companies or subsidiaries. Corporations then hired these new firms 
or subsidiaries to develop programs and review claims for payment. ' > v ‘

j '

POSITIVE RESULTS OF NEW FIRMS:
U.S. corporations and utilization review firms claim success at reducing health care 
costs. They indicate that cost reductions are in excess of costs expended for 
utilization review firm's services. Hospital admissions for procedures that normally 
can be done on an outpatient basis are decreased. Length of stay for hospital cases 
is reduced. There is increased attention on outcomes analysis, Justifying inpatient 
care for certain types of patients. Hospitals have now designated specific staff to 
facilitate the review process which has increased the cooperation with utilization 
review firms, 

i ' ' . •

: NEGATIVE RESULTS:
There is inadequate accountability by utilization review firms. Problems arise from 
authority being separated from responsibility. Utilization review firms have no 
responsibility by law for the effects of denied treatment. The providing hospital and

o Cases where a reviewer, not a physician, makes the decision whether an 
admission to the hospital is appropriate.

physician, whose advice is often ignored are responsible. For example:

m o Cases where reviewers demand hospital discharge of patients too early in the 
treatment process.

o Cases where a patient leaves the hospital against medical advice, when a 
reviewer indicates treatment will not be covered by his/her insurance company.

■Mil

.w., .

o Denial by reviewers of recommended ancillary services and diagnostic 
evaluations for patients.

Hospitals and providers worry about the level of expertise of the reviewers. Utilization 
review firms often have small, inadequate staff accessible via few telephone lines. 
There are currently no requirements for specific training or clinical experience in 
Alaska for individuals conducting utilization review. Nurses, and in some cases clerks, 
are evaluating medical cases without the physician's involvement. Physicians have 
their treatment decisions challenged or reversed by clerks with no medical training.

• stfS -v ." .

v a . ; ' V ' /•t V i \ '.,1v I . .  i»' .. . • -a
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' Currently it Is impossible to, determine the basis for utilization review decisions. , ,v 
Utilization review firms are not required to inform providers of the criteria used to - - vU •. 
make clinical determinations. Since providers do not have this basic Information it is >:f 
Impossible to know if criteria Is being applied consistently. ■

■W-
, . . . .

Providers are increasingly concerned about the apparent game playing which occurs y; : 
with some reviewing agents: cases when reviewers refuse to communicate with |v 
hospital utilization staff; case where physicians are paged out of surgery to answer 
routine inquiries; or cases where reviewers make excessivo requests for data, or limit 
access for hospital and physicians trying to resolve disputes. \

CHARACTERISTICS OF LEGISLATION:
Ten states have enacted legislation regulating the practice of utilization review agents.
Senate Bill 239 and House Bill 269 requires companies conducting utilization review 
to obtain certification from the division of occupational licensing. Utilization reviewy; ^ / 5 
agents must submit information describing:

0 " Review criteria and procedures to be used in evaluating hospital and medical yV
..O care.

0 The type and qualifications of personnel performing utilization review. y :
■ • > . 'i ■ ' \ ■

0 Policies and procedures ensuring that applicable state and federal laws 
• protecting confidentiality of individual medical records are followed.

' ,. . . i .
• • ■ ■ \ ■,

0 Procedures by which insurers, patients and providers may seek reconsideration
. of adverse decisions. -1

. . • • .V ;. . ; Aft ■ 1 ’
« • ■ •• • '■ ■ •rt>. . . .. . . . . . . . . .  . ,

Included is the requirement that each agent submit a statement affirming availability
of a physician licensed in the applicable specialty area, when the review staff
questions the medical necessity or appropriateness of care. The patient's attending ' 
physician or health care provider must be able to discuss the case with an identified 
health care provider trained in a related specialty.

This bill seeks to provide assurance that these review firms and their employees 
possess the needed skills and education to accurately and fairly assess the 
recommended health care procedures. There is also a need to protect patients from 
unwarranted and arbitrary denial of, or interference with necessary and legitimate 
health care services.• . . , yl :

t .
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B A C K G R O U N D :  T h e  h ig h  c o s t  o f  h e a lth  ca re  is a  m a jo r  p r o b le m  fo r  th e  U n i t e d  S ta tes . A ll w h o  p a y  -
e m p lo y e r s ,  in d iv id u a ls ,  a n d  g o v e r n m e n t  -  a re  b u r d e n e d  b y  c o n t in u a l  in c re a se s  in  h e a lth  
e x p e n d itu r e s .  M o re o v e r ,  e s c a la t io n  o f  h e a lth  co s ts  g r e a d y  c o m p lic a te s  th e  ta s k  o f  f in d in g  
w a y s  to  p r o v id e  c o v e r a g e  fo r  th e  la rg e  n u m b e r  o f  A m e r ic a n s  w h o  a re  w i th o u t  e ith e r  
p u b l ic  o r  p r iv a te  h e a lth  in s u ra n c e .

A l th o u g h  c o s t  e s c a la t io n  h a s  m a n y  c a u s e s , r e s e a rc h  s h o w s  th a t  o n e  k e y  p r o b le m  is th a t  
p a t ie n ts  r e c e iv e  m u c h  ca re  th a t  is n o t  a p p r o p r ia te  fo r  th e ir  c o n d it io n .  S o m e  g e t  c a re  th a t  is 
m o r e  in te n s e  a n d  e x p e n s iv e  th a n  n e c e s s a ry . O th e r s  re c e iv e  c a re  th a t is n o t  b e n e f ic ia l  a n d  
m a y  e v e n  b e  h a r m fu l.  E l im in a t in g  s u c h  in e f f ic ie n c ie s  -  w h ic h  m a y  a c c o u n t  fo r  25 p e r c e n t  
o r  m o re  o f  m e d ic a l  e x p e n d itu r e s  -  is c le a r ly  a  c r id c a l o b je c t iv e ,  b o th  a s  a  w a y  o f  r e d u c in g  
c o s ts  a n d  im p r o v in g  q u a l i ty  o f  ca re .

P a y e rs  o f  h e a lth  ca re  are  a w a r e  o f  s u c h  in e f f ic ie n c ie s  a n d  are  d e m a n d in g  m o r e  a c c o u n t ­
a b i l i t y  a n d  b e t te r  p e r fo r m a n c e  fro m  th o s e  w h o  m a k e  h e a lth  ca re  d e c is io n s  in  o r d e r  to  a s ­
s u r e  th a t  p a d e n ts  r e c e iv e  g o o d  v a lu e  fo r  m o n e y  s p e n t .  In c r e a s in g ly , m a n a g e d  c a re  is 
r e c o g n iz e d  as  th e  b e s t  m e c h a n is m  fo r  c a r ry in g  o u t  s u c h  im p r o v e m e n ts .  T h e  k e y  o b je c d v e  
o f  m a n a g e d  ca re  is to  a s su re  th a t  p a d e n ts  r e c e iv e  a p p ro p r ia te  ca re , th a t  is, h ig h  q u a l i ty  
c a re  e f f ic ie n d y  p r o v id e d  in  th e  le a s t c o s d y  s e td n g .

D E F I N I T I O N :  B e c a u s e  it  is s d ll  e v o lv in g ,  m a n a g e d  ca re  e m b r a c e s  a  v a r ie ty  o f  e x is d n g  a n d  d e v e lo p in g
s tru c tu re s . It m a y  b e  d e f in e d  a s  s y s te m s  d ia t  in te g ra te  th e  f in a n c in g  a n d  d e l iv e r y  o f  
a p p r o p r ia te  h e a lth  c a re  s e rv ic e s  to  c o v e r e d  in d iv id u a ls  b y  m e a n s  o f  th e  fo l lo w in g  b a s ic  
e le m e n ts :

o  A r r a n g e m e n ts  w ith  s e le c te d  p ro v id e r s  to  fu r n is h  a  c o m p r e h e n s iv e  s e t  o f  h e a lth  ca re  
s e rv ic e s  to  m e m b e rs ;

o  E x p l ic i t  s ta n d a rd s  fo r  th e  s e le c d o n  o f  h e a lth  ca re  p ro v id e rs ;

o  Formal programs for ongoing quality assurance a n d  udlizadon review; a n d

o  s ig n i f ic a n t  f in a n c ia l  in c e n d v e s  fo r  m e m b e r s  to  u s e  p ro v id e rs  a n d  p r o c e d u r e s  
a s s o c ia te d  w ith  th e  p la n .

M a n a g e d  c a re  o r g a n iz a d o n a l  s tru c tu re s  are  e v o lv in g  in  r e s p o n s e  to  m a r k e tp la c e  d e m a n d s  
a n d  w il l  c o n d n u e  to  d o  so . T o d a y 's  s tru c tu re s  in c lu d e  h e a lth  m a in te n a n c e  o r g a n iz a t io n s  
( H M O s ) , p re fe r re d  p r o v id e r  o r g a n iz a d o n s  (P P O s), a n d  e x c lu s iv e  p r o v id e r  o r g a n iz a d o n s  
(E P O s) , a s  w e ll  as m b»ud  a r r a n g e m e n ts  th a t c o m b in e  e le m e n ts  o f  H M O s , P P O s  a n d  in d e m ­
n ity  p la n s  to  a c c o m m o d a te  e m p lo y e r  a n d  o p e r a t in g  e n v ir o n m e n t  r e q u ir e m e n ts .

M a n a g e d  ca re  p la n s  a rra n g e  w ith  s e le c te d  p ro v id e r s  to  fu rn is h  h e a lth  ca re  s e r v ic e s  to  p la n  
m e m b e r s . E x p lic it  c r iteria  are  u s e d  fo r  th e  s e le c t io n  o f  p ro v id e rs , a n d  fo rm a l p ro g r a m s  fo r  
o n g o in g  r e v ie w  o f  th e  q u a li ty  a n d  a p p r o p r ia te n e s s  o f  s e rv ic e s  are  in c o r p o r a te d  in to  th e  
p la n .
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o  L e g is la t io n  s h o u ld  n u t  e s ta b lis h  m a p p n  ip n a te  barr ieu - to  in s u re r  e f fo r ts  to  e s ta b l is h  
e f fe c t iv e  u t i l iz a t io n  r e v ie w  p r o g ra m s  a n d  s h o u ld  re q u ire  p ro v id e r s  to  m a k e  a v a ila b le , 
a t a r e a s o n a b le  c o s t, p a t ie n t re c o rd s  a n d  o th e r  in fo r m a t io n  n e c e s s a ry  to  m o n ito r  cost 
a n d  q u a l i ty  o f  c a re . M o n ito r in g  m e d ic a l  p ra c t ic e  p a tte rn s  is cr itica l to  m a n a g in g  care . I f  
r e v ie w e rs  c a n n o t  g e t  a ccess  to  m e d ic a l  re c o rd s  a t r e a s o n a b le  c o s t, o r  i f  e x c e s s iv e  
re s tr ic tio n s  a re  p u t  in  p la c e  to  l im it  w h o  d o e s  u t i l iz a t io n  r e v ie w  o r  w h a t  th e  p ro c e ss  
w ill  b e , m a n a g e d  c a re  p la n s  c a n n o t  a c c o m p lis h  th e  cr itica l ta sk  o f  e n c o u r a g in g  
p ro v id e r s  to  b e c o m e  m o re  e f f i c ie n t

o  In su re rs  w h o  a re  n e g o t ia t in g  to  fo r m  p r o v id e r  p a p s ls  s h o u ld  n o t  b e  c o m p e l le d  to  
e n r o ll  e v e r y  p r o v id e r  w h o  w is h e s  to  b e  in c lu d e d .  A  k e y  m e c h a n is m  th a t  m a n a g e d  ca re  
p la n s  u s e  to  c o n s tr a in  co sts  is to  c o n tra c t  o n ly  w ith  e f f ic ie n t  p r o v id e r s . I f  p la n s  are  
re q u ir e d  to  in c lu d e  o n  th e ir  p a n e ls  a ll w i l l in g  p ro v id e rs , th is  cr itica l e le m e n t  o f  c o n tro l 
is e l im in a te d .

o  S ta tes  s h o u ld  n o t  m a n d a te  th a t  in su re rs  c o v e r  s e rv ic e s  a n d  c a te g o r ie s  o f  ca re , s in c e  
d o in g  s o  o f t e n  a d d s  to  costs  a n d  l im n s  th e  p la n ’s a b il i ty  to  d e v e lo p  c o s t -e f fe c t iv e  
b e n e f i t  p a c k a g e s . R e s e a rc h  e v id e n c e  s h o w s  th a t  le g is la t io n  th a t  r e q u ir e s  c o v e r a g e  o f  
c e r ta in  p r o v id e r  c a te g o r ie s  o r  p a r t ic u la r  s e rv ic e s  g e n e r a l ly  c a u s e s  a  n e t  in c re a s e  in  
co s ts . T h e  b u y e r s  o f  in s u r a n c e  p la n s , n o t  s ta te  g o v e r n m e n t ,  s h o u ld  b e  th e  o n e s  w h o  
d e c id e  w h a t  s e r v ic e s  a n d  p r o v id e r  g r o u p s  s h o u ld  b e  c o v e r e d . L e g is la t io n  m a n d a t in g  
c o v e r a g e  o f  p a r t ic u la r  p r o v id e r  g r o u p s  is o f te n  s im p ly  a r e f le c t io n  o f  th a t  g r o u p 's  d e s ire  
to  c re a te  d e m a n d  fo r  th e ir  o w n  s e r v ic e s  as  a  w a y  o f  e n h a n c in g  in c o m e .

H IA A  s u p p o r ts  th e  c o n c e p t  o f  p h y s ic ia n  p e e r  r e v ie w  as a m e th o d  o f  d e te r m in in g  
a p p r o p r ia te n e s s  o f  c a re . In  d o in g  p e e r  r e v ie w , h o w e v e r ,  it is n o t  a p p r o p r ia te  to  r e ly  s o le ly  
o n  lo c a l  p e e r  a s s e s s m e n t . S tu d ie s  o f  d i f fe r e n c e s  in  p a tte rn s  o f  m e d ic a l  p r a c t ic e  f r o m  area  
to  a re a  w i th in  a  s ta te  d e m o n s tr a te  th a t  th e  ty p ic a l  m e th o d  o f  tr e a tm e n t  in  o n e  c o m m u m tv  
is o f te n  s ig n i f ic a n t ly  d i f fe r e n t  f r o m  th a t  in  a n o th e r  c o m m u n ity  e v e n  th o u g h  th e  c o n d it io n s  
o f  th e  p a t ie n ts  a re  e s s e n t ia l ly  id e n t ic a l.  T h e  d if fe r e n c e s , in  o th e r  w o r d s , a re  n o t  m e d ic a l ly  
ju s t if ie d . T h u s , lo c a l  h a b i t  o r  c u s to m a r y  p r a c t ic e  is n o t  n e c e s s a r ily  th e  b e s t  s ta n d a r d  fo r  
a s se s s in g  m e d ic a l  a p p r o p r ia te n e s s  o r  n e c e s s ity  fo r  a  g iv e n  t r e a tm e n t

T h e  c o l le c t iv e  ju d g m e n t  o f  p h y s ic ia n s  w h o  a re  e x p e r ts  in  a  g iv e n  f ie ld  a n d  w h o  h a v e  
d o n e  a  s y s te m a t ic  s tu d y  o f  th e  s c ie n t if ic  re s e a rc h  m u s t  u lt im a te ly  fo r m  th e  b a s is  fo r  d e te r ­
m in in g  w h a t  is a p p r o p r ia te  ca re  in  a g iv e n  s itu a t io n . I t  is fo r  th is  r e a s o n  th a t  H IA A  s u p ­
p o rts  th e  d e v e lo p m e n t  o f  m e d ic a l  p r a c t ic e  g u id e l in e s  a n d  p r o to c o ls . W h e n  d e v e lo p e d ,  
th e s e  c a n  fo r m  a  r ig o r o u s , s c ie n t i f ic a lly  d e fe n s ib le  s ta n d a r d  fo r  e d u c a t in g  p h y s ic ia n s  
a b o u t  th e  b e s t  m e d ic a l  p ra c t ic e  a n d  fo r  ju d g in g  th e  a p p ro p r ia te n e s s  o f  ca re .

G L O S S A R Y :  B e lo w  is a  lis t  o f  s o m e  o f  th e  c u r re n t m a n a g e d  ca re  s tru c tu re s  n o w  a v a ila b le :

H e a l t h  M a i n t e n a n c e  O r g a n i z a t i o n  ( H M O ) :  T h is  w a s  th e  o r ig in a l m a n a g e d  c a re  a rra n ­
g e m e n t ,  firs t e m e r g in g  as  p r e p a id  g r o u p  p ra c tic e s  in  th e  1930s. T h e  n a m e  “h e a lth  m a in ­
te n a n c e  o r g a n iz a t io n "  w a s  c o in e d  in  th e  e a r ly  1970s, a n d  w a s  g iv e n  to  1973 fe d e r a l  
le g is la t io n  p r o m o t in g  its  d e v e lo p m e n t .  H M O s  p r o v id e :

o  A n  o r g a n iz e d  s y s te m  fo r  p r o v id in g  h e a lth  c a r e  in  a c e r ta in  g e o g r a p h ic  a rea , as  w e ll 
a s  r e s p o n s ib i l i ty  fo r  p r o v id in g  o r  o th e r w is e  a s su r in g  d e l iv e r y  o f  th a t  ca re ;

o  A n  a g r e e d - o n  s e t  o f  b a s ic  a n d  s u p p le m e n ta l  h e a lth  m a in te n a n c e  a n d  t r e a tm e n t  s e r ­
v ic e s ; a n d

o  A  v o lu n ta r i ly  e n r o l le d  g r o u p  o f  p e o p le .

In  e x c h a n g e  fo r  a  se t a m o u n t  o f  p r e m iu m  o r  d u e s . H M O s  p r o v id e  a ll th e  a g r e e d - o n  h e a lth  
s e rv ic e s  to  th e ir  e n r o llc e s ;  th e re  a re  g e n e r a l ly  n o  d e d u c t ib le s  a n d  n o  o r  m in im a l  c o p a y ­
m e n ts . T h e  H M O  b e a rs  th e  risk i f  th e  co s t o f  p r o v id in g  th e  ca re  e x c e e d s  th e  p r e m iu m  
re c e iv e d . T h e r e  a rc  n o w  se v e ra l ty p e s  o f  H M O s
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o  T h e  s ta f f  m o d e l ,  w h e r e  p ro v id e rs  a re  d ir e c t ly  e m p lo y e d  b y  th e  H M O ;

o  T h e  g r o u p  m o d e l,  w h e r e  m e d ic a l  g r o u p s  c o n tra c t  w ith  th e  H M O  (K a ise r  p la n s  are  
th e  b e s t - k n o w n  e x a m p le  o f  th is  ty p e ) ;

o  T h e  in d e p e n d e n t  p ra c t ic e  a s s o c ia t io n  C P A ), w h e r e  th e  H M O  c o n tra c ts  w ith
p h y s ic ia n s  in  in d e p e n d e n t  p ra c t ic e , o r  w ith  a s s o c ia t io n s  o f  in d e p e n d e n t  p h y s ic ia n s . 
IP A  p h y s ic ia n s  f r e q u e n t ly  h a v e  a r r a n g e m e n ts  w ith  m o re  th a n  o n e  H M O ;  a n d

o  T h e  n e tw o r k  m o d e l,  w h ic h  c o n tra c ts  w ith  t w o  o r  m o r e  in d e p e n d e n t  g r o u p  p rac tices .

P r e f e r r e d  P r o v i d e r  O r g a n i z a t i o n  ( P P O ) . A  P P O  c o n s is ts  o f  g r o u p s  o f  h o s p ita ls  a n d  
p r o v id e r s  th a t  c o n tra c t  w ith  e m p lo y e r s ,  in su re rs , th ird -p a r ty  a d m in is tr a to r s  o r  o th e r  s p o n ­
s o r in g  g r o u p s  to  p r o v id e  h e a lth  c a re  s e rv ic e s  to  c o v e r e d  p e r s o n s  a n d  a c c e p t  n e g o t ia te d  
fe e  s c h e d u le s  as p a y m e n t  fo r  s e rv ic e s  r e n d e r e d . T h e r e  a re  d i f fe r e n t  s p o n s o r in g  a r ra n g e ­
m e n ts :

o  H o s p i ta l- s p o n s o r e d  P P O s, w h ic h  o f te n  in c lu d e  a n e tw o r k  o f  in s t itu t io n s  in  o r d e r  to  
c o v e r  a  w id e r  g e o g r a p h ic  a rea , as  w e l l  as m a n y  o f  th e  p h y s ic ia n s  o n  th e ir  m e d ic a l 
s ta ffs ;

o  P h y s ic ia n - s p o n s o r e d  P P O s, w h ic h  a re  d e v e lo p e d  b y  lo c a l  m e d ic a l  s o c ie t ie s , o th e r  
lo c a l  p r o fe s s io n a l  a s s o c ia t io n s  o r  c l in ic s , o r  g r o u p s  o f  p h y s ic ia n s ;

o  T h ir d -p a r ty  p a y e r -s p o n s o r e d  P P O s , w h ic h  in c lu d e  th o s e  in i t ia te d  b y  c o n jn e r c ia l  
in s u re rs  a n d  B lu e  C ro s s  a n d  B lu e  S h ie ld  p la n s ;

o  E n tr e p r e n e u r - s p o n s o r e d  P P O s, w h ic h  c re a te  a  b r o k e r  r e la t io n s h ip  w ith  th e
e n tr e p r e n e u r  a c t in g  as  a n  in te r m e d ia r y  b e tw e e n  th e  p r o v id e r  a n d  p a y e r  o f  se rv ice ;

o  E m p lo y e r -  o r  la b o r -s p o n s o r e d  P P O s , w h ic h  c o n tr a c t  d ir e c t ly  w ith  p ro v id e r s  o n  
b e h a l f  o f  th e ir  e m p lo y e e s  o r  m e m b e r s ;

o  O th e r  p r o v id e r - s p o n s o r e d  P P O s , w h ic h  a re  d e v e lo p e d  b y  n o n h o s p i t a l  a n d  n o n ­
p h y s ic ia n  p ro v id e r s , s u c h  as d e n tis ts , o p to m e tr is ts , p h a rm a c is ts , c h iro p ra c to rs  a n d  
p o d ia tr is ts , th r o u g h  t h e 1* p r o fe s s io n a l  a s so c ia t io n s , lo c a l  g r o u p s  o r  c lin ic s .

E x c l u s i v e  P r o v i d e r  O r g a n i z a t i o n  ( E P O ) . P e o p le  b e lo n g in g  to  a n  E P O  m u s t  re c e iv e  
th e ir  ca re  f r o m  a ff i l ia te d  p ro v id e r s ;  s e r v ic e s  r e n d e r e d  b y  u n a f f i l ia t e d  p r o v id e r s  a re  n o t  
r e im b u r s e d .

P o l n t - o f - S e r v l c e  P la n s .  A ls o  k n o w n  a s  o p e n - e n d e d  H M O s  o r  P P O s , th e s e  p la n s  p e r m it  
in s u r e d s  to  c h o o s e  p r o v id e r s  o u ts id e  th e  p la n  a t a n y  t im e  y e t  a re  d e s ig n e d  to  e n c o u r a g e  
th e  u s e  o f  n e tw o r k  p ro v id e r s . I f  a p r o v id e r  is a f f i l ia te d  w ith  th e  H M O  o r  P P O , th e  s e rv ic e  
is  c o v e r e d  ( p e r h a p s  a fte r  a  m o d e s t  c o p a y m e n t) .  I f  a n  o u t -o f- n e tw o r k  p r o v id e r  is c h o s e n , 
r e im b u r s e m e n t  m a y  b e  s ig n i f ic a n t ly  r e d u c e d .

A  n u m b e r  o f  m a n a g e d  c a re  t e c h n iq u e s  a re  u s e d  to  a ssu re  q u a l i ty  a n d  a p p r o p r ia te  care . 
T h e s e  in c lu d e ,  b u t  a rc  n o t  l im ite d  to , q u a l i t y  a s s u r a n c e , u t i l iz a t io n  r e v ie w , c a s e  m a n a g e ­
m e n t  a n d  u s e  o f  a p r im a ry  ca re  p h y s ic ia n . A l th o u g h  th e  c o m b in a t io n  o f  e le m e n ts  w il l  d i f ­
fe r  a m o n g  p la n s ,  e a c h  m a n a g e d  ca re  p la n  o p e r a te s  as  a n  o r g a n iz e d  s y s te m  w h e r e  p a t ie n t  
s e rv ic e s  a re  s u b je c t  to  r e v ie w  a n d  c o o r d in a t io n  b y  h e a lth  p ro fe s s io n a ls .

o  Q u a l i t y  a s s u r a n c e  is a  p ro c e ss  b y  w h ic h  a m a n a g e d  ca re  p la n  m o n ito r s  a n d  ta k e s  
a c t io n  as  n e c e s s a ry  to  a ssu re  th a t  q u a l i t y  c a r e  is d e l iv e r e d  b y  s e le c te d  p r o v id e r s . T h e  
p ro c e ss  m e a s u r e s  th e  e x te n t  to  w h ic h  q u a l i t y  h a s  b e e n  a t ta in e d  a n d  p e r io d ic a l ly  
r e e v a lu a te s  h e a lth  c a re  to  a ssu re  th a t  e s ta b l is h e d  s ta n d a r d s  a re  b e in g  m e t.



o  Utilization review is a system of reviewing the medical necessity a n d  appropriate­

ness of patient services within guidelines developed b y  physicians. Performed b y  

health care professionals, it is comprised of several processes a n d  m a y  be used for 

both inpatient a n d  outpatient services. Processes m a y  include preadmission cer­

tification, application of practice guidelines, continued stay review, discharge plan­

ning, s ec on d surgical opinion a n d  retrospective review. Because of the explosion of 

costs in all aspects of ambulatory care in recent years, programs to require 

preauthorization of ambulatory procedures are n o w  evolving.

o  Preadmission certification is a process in w h i c h  a health care professional (such as 

a registered nurse) evaluates an attending physician’s request for a patient's admi s­

sion to a hospital b y  using established medical criteria.

o  Continued stay review, also called concurrent review, is a process w h e r e b y  a review 

organization continues to e x a m i n e  medical information during a patient's hospital 

confinement to determine the n e e d  for continued hospitalization.

o  Discharge planning is a process in w h i c h  a health care professional from a review 

organization w o r k s  with a n  attending physician a n d  hospital staff to arrange for 

appropriate discharge of a patient from the hospital, including a plan for the 

patient’s subsequent care. Its purpose is to determine w h e n  patients are ready to g o  

h o m e ,  perhaps with the support of a nurse or other h o m e  health provider, or are 

able to b e  transferred to a nursing h o m e .

o  S e c o n d  surgical opinion programs require patients to seek a se c o n d  surgeon’s 

opinion if elective surgery is r e c o m m e n d e d  for certain conditions. Elective surgery is 

defined as that w h i c h  can b e  avoided or delayed without u n d u e  risk to the patient 

a n d  w h i c h  allows sufficient time to seek another opinion.

o  Retrospective review provides for the establishment of a utilization profile of inap- 

proppriate care for monitoring trends a n d  addressing excessive use or cost

Ot he r  m a n a g e d  care techniques include case m a n a g e m e n t ,  w h i c h  is a process that 

provides a comprehensive plan of care a n d  rehabilitation for oeople suffering from severe 

conditions s uch as trauma, premature birth or AIDS. T h r o u g h  flexible interpretation of 

plan provisions, case m a n a g e m e n t  coordinates the use of all appropriate types of therapy 

a n d  e q u i p m e n t  in the m o s t  appropriate setting. Case m a n a g e m e n t  often supports alterna­

tives to institutional care, such as physical therapy a n d  other ervices delivered in the 

h o m e ,  that achieve better patient o u t c o m e s  at lower cost.

In m a n y  m a n a g e d  care plans, a primary care physician serves as the initial 'creening, test­

ing, treatment a n d  referral source for a patient. This physician oversees health care ser­

vices rendered to patients b y  other providers a n d  a ss umes continuing responsibility for 

the overall course of treatment.
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P la n s  p r o v id e  f in a n c ia l  in c e n t iv e s  fo r  c o v e r e d  in d iv id u a ls  to  u s e  p r o v id e r s  w h o  d e l iv e r  
a p p r o p r ia te  q u a l i ty  care . In  s o m e  m a n a g e d  c a re  p la n s , th e  c o s t o f  s e rv ic e s  is c o v e r e d  o n ly  
w h e n  h e a lth  c a re  is r e c e iv e d  fro m  s e le c te d  p ro v id e rs . O th e r  m a n a g e d  c a re  p la n s  p r o v id e  
in d iv id u a ls  m o r e  la t itu d e  in  th e  c h o ic e  o f  p ro v id e r s . O u t - o f - p o c k e t  costs , h o w e v e r ,  a re  
u s u a l ly  h ig h e r  w h e n  o u t -o f - p la n  p r o v id e r s  a re  c h o s e n .

S o m e  s ta te  le g is la to rs  a re  c o n c e r n e d  th a t  m a n a g e d  ca re , in c lu d in g  b o th  c o n tra c t in g  
a r r a n g e m e n ts  w ith  p r o v id e r s  a n d  u t i l iz a t io n  r e v ie w  te c h n iq u e s ,  c o u ld  a d v e r s e ly  a f fe c t  th e  
q u a l i t y  o f  h e a lth  care . T h e ir  c o n c e r n s  h a v e  b e e n  e n c o u r a g e d  b y  s o m e  a s s o c ia t io n s  o f  
p r o v id e r s  r e p re s e n t in g  h o s p ita ls ,  p h y s ic ia n s ,  d e n tis ts , p h a r m a c is ts  a n d  a l l ie d  h e a lth  p r o fe s  
s io n s . T h e s e  g r o u p s  h a v e  (drafted a n d  a d v o c a te d  s ta te  le g is la t iv e  p r o p o s a ls  th a t  w o u ld  
res tr ic t o r  p r o h ib it  th e  o p e r a t io n  o f  m a n a g e d  ca re  p r o g ra m s .

H I A A  P O S I T IO N :  H IA A  is f ir m ly  c o m m it te d  to  h e  e x p a n s io n  o f  m a n a g e d  c a re  p r o g r a m s  a n d  t e c h n iq u e s  in  
o r d e r  to  a s su re  h ig h -q u a l i ty ,  c o s t-e ffe c t iv e  h e a lth  ca re . M a n a g e d  c a re  s y s te m s  h a v e  th e  
m e a n s  to  a v o id  u n n e c e s s a r y  a n d  in a p p r o p r ia te  ca re .

T h e r e fo r e ,  H IA A  is o p p o s e d  to  le g is la t io n  o r  r e g u la t io n s  th a t  w o u l d  im p o s e  barr ie rs  to  th e  
d e v e lo p m e n t  a n d  im p le m e n ta t io n  o f  m a n a g e d  c a re  in  its c u r r e n t  a n d  e v o lv in g  fo rm s . 
L e g is la t io n  o r  r e g u la t io n  th a t  u n d u ly  l im its  in su re rs ' a b i l i t y  to  c a r ry  o u t  r ig o r o u s  u t i l iz a t io n  
r e v ie w  is o n e  s u c h  b a rr ie r . L e g is la t io n  th a t  o p p o s e s  u t i l iz a t io n  r e v ie w  ta k e s  m a n y  fc -m s , 
b u t  g e n e ia l ly  s e e k s  to  p u t  in a p p r o p r ia te  re s tr ic t io n s  o n  w h o  c a n  c o n d u c t  r e v ie w s  a n d  
w h a t  c a n  b e  r e v ie w e d .

H IA A  is a ls o  o p p o s e d  to  le g is la t io n  th a t  w o u ld  res tr ic t a n  in su re r 's  fr e e d o m  to  fo r m  n e t ­
w o r k s  o r  c o n tra c t  s e le c t iv e ly  w ith  p r o v id e r s . L e g is la t io n  th a t  o p p o s e s  n e tw o r k in g  a ls o  
ta k e s  m a n y  fo rm s , b u t  g e n e r a l ly  s e e k s  to  p u t  re s tr ic tio n s  o n  th e  a b i l i t y  to  p a y  p ro v id e r s  
a n y th in g  b u t  th e ir  u s u a l  a n d  c u s to m a r y  fe e s , o r  to  c o n tra c t  w ith  a  l im ite d  n u m b e r  o f  
p r o v id e r s .

H IA A  b e lie v e s :

o  In s u re rs  s h o u ld  b e  fr e e  to  n e g o t ia te  w h a te v e r  p r ic e  t h e y  c a n  w ith  p r o v id e r s .  O n e  im ­
p o r ta n t  w a y  to  r e d u c e  co s ts  is to  b e  a b le  to  b u y  p r o v id e r  s e rv ic e s  a t  lo w e r  p r ic e s , a n d  
m a n a g e d  ca re  s y s te m s  n e e d  to  h a v e  fr e e d o m  to  n e g o t ia te  lo w e r  p r ice s . O n  th e  o th e i  
h a n d ,  in  s o m e  in s ta n c e s  p la n s  m a y  w is h  to  o f fe r  h ig h e r - th a n - u s u a l  fe e s  to  e s p e c ia l ly  
e f f ic ie n t  p ro v id e rs .

o  In s u re rs  s h o u ld  b e  a b le  to  p a y  p r o v id e r s  in  w a y s  th a t  c r e a te  a p p r o p r ia te  in c e n t iv e s .  I f  
p r o v id e r  r e im b u r s e m e n t  s y s te m s  r e w a r d  h ig h -c o s t  m e d ic a l  p ra c t ic e , it  w i l l  b e  v e r y  d i f ­
f ic u l t  to  r e d u c e  co sts . M a n a g e d  ca re  s y s te m s  n e e d  to  b e  a b le  to  a lte r  r e im b u r s e m e n t  
in c e n t iv e s  to  r e w a r d  e f f ic ie n t  p ro v id e r s . S e v e re  re s tr ic t io n s  o n  c a p ita t io n  p a y m e n t ,  fo r  
e x a m p le ,  a re  in a p p r o p r ia te  a n d  u n w a r r a n te d .

o  S ta te  la w s  s h o u ld  n o t  p la c e  a r tific ia l l im its  o n  th e  a m o u n t  o f  c o n s u m e r  c o s t  s h a r in g  th a t 
c a n  b e  im p o s e d  o n  P P O  p la n  e n r o lle e s  w h o  c h o o s e  to  g e t  c a re  fr o m  o f f - p a n e l  
p ro v id e r s . I f  a  P P O  h a s  a  p a n e l  o f  p r o v id e r s  th a t  c a n  p r o v id e  n e e d e d  h ig h - q u a l i ty  s e r ­
v ic e s  m o r e  e f f ic ie n t ly  th a n  o th e r  p ro v id e r s , it  is e n t ir e ly  a p p r o p r ia te  to  r e q u ir e  c o n ­
s u m e rs  w h o  c h o o s e  n o t  to  u s e  th e s e  e f f ic ie n t  p r o v id e r s  to  p a y  th e  e x tr a  co s ts . H M O s , 
w h ic h  a ll s ta te s  a l lo w , d o  n o t  p a y  a n y th in g  w h e n  c o n s u m e r s  r e c e iv e  c a re  fr o m  n o n -  
H M O  p ro v id e r s .
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So f a r  t h i s  y e a r ,  ; s i x  s t a t e s  —  G e o rg ia ,  K e n tu c k y , M a ry la n d . 
M i s s i s s i p p i , Sou th  C a r o l i n a ;  and V i r g i n i a  —  have en ac ted  l e g i s l a t i o n  
r e g u l a t i n g  th e  p r a c t i c e s  o f  p r i v a t e  u t i l i z a t i o n  r e v iew  a g e n t s ,  i n  
a d d i t i o n ,  A rk a n s a s , M a in e . New J e r s e y ,  M a ry la n d , and N o r th  C a r o l i n a  
had u t i l i z a t i o n  re v iew  law s on th e  b ook s  p r i o r  t o  1990"! “
The b i l l s  e n a c te d  i n  1990 a l l  r e q u i r e  com pan ies  c o n du c t in g  u t i l i z a t i o n  
re v iew  i n  t h e i r  s t a t e  t o  o b t a i n  c e r t i f i c a t i o n  from  e i t h e r  th e  S t a t e  
D epa rtm en t o f  H e a l t h  o r  th e  C om m iss ione r o f  I n s u r a n c e .  G e n e r a l l y ,  ; i n - 
o r d e r  t o  be . . c e r t i f i ed  b y  a s t a t e ,  a u t i l i z a t i o n  re v iew  f i r m  must ' 
submit" i n f o rm a t f o n ' d e s c r i b i n g :

o r e v i e w . c r i t e r i a  and p ro c e d u re s  t o  be u sed  i n  
^ e v a lu a t in g  h o s p i t a l  and m ed ic a l  c a r e

o ^the ty p e  and q u a l i f i c a t i o n s  o f  p e r s o n n e l  
p e r f o rm in g  UR f

o p ro c e d u re s  and p o l i c i e s  e n s u r in g  t h a t  a p r i v a t e  
re v iew  ag en t i s  " r e a s o n a b ly  a c c e s s i b l e "  t o  p a t i e n t s  
and p r o v i d e r s  d u r in g  n o rm a l b u s in e s s  h o u rs

o p o l i c i e s  and p ro c e d u re s  e n s u r in g  t h a t  a p p l i c a b l e  
s t a t e  and f e d e r a l  law s  p r o t e c t i n g  c o n f i d e n t i a l i t y  
o f  i n d i v i d u a l  m e d ic a l  r e c o r d s  a r e  f o l l o w e d

o p ro c e d u re s  b y  wh ich  i n s u r e d s ,  p a t i e n t s  o r  
p r o v i d e r s  may s e e k  r e c o n s i d e r a t i o n  o f  a d v e r s e  
d e c is io n s '

I n  a d d i t i o n ,  s e v e r a l o f  th e  law s  r e q u i r e  t h a t ,  i n  th e  e v e n t  a 
u t i l i z a t i o n  re v iew '"ag eh t i s  q u e s t i o n in g  th e  m ed ic a l n e c e s s i t y  o r  
a p p r o p r i a t e n e s s  o f  c a r e ,  th e  a t t e n d in g  p h y s i c i a n  o r  h e a l t h  c a r e  
p r o v i d e r  must be a b le  t o  d i s c u s s  t h e  c a s e  w i th  an i d e n t i f i e d  h e a l t h  
c a r e  p r o v i d e r  ( o r  p h y s i c i a n )  t r a i n e d  i n  a r e l a t e d  s p e c i a l t y .
U t i l i z a t i o n  re v iew  l e g i s l a t i o n  h a s  a l s o  been  in t r o d u c e d  t h i s  y e a r  i n  
F l o r i d a ,  M a s s a c h u s s e t t s ,  M i s s o u r i ,  and K a n s a s . W h i le  th e  f i r s t  t h r e e  
s t a t e s  a r e  s t i l l  c o n s i d e r i n g  t h e i r  b i l l s ,  th e  Kansas l e g i s l a t i o n  d ie d  
when th e  s e s s i o n  ended i n  A p r i l .
P e n n s y lv a n i a . Nevada , New Y o r k , I l l i n o i s , O h io  and A la s k a  a r e  among 
th e  s t a t e s  t h a t  a r e  r e p o r t e d l y  c o n s i d e r i n g  th e  i n t r o d u c t i o n  o f  
u t i l i z a t i o n  re v iew  l e g i s l a t i o n ' .
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