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W hen you need farm products

C onsider

A la s k a Farm

P roducts

For fresh, high quality, Alaska products,
adapted to northern growing conditions.

e Seed eFeed eFiber

e Produce eMeat ePlant Materials

For Information, contact:
Department of Natural Resources
Division of Agriculture

P.0. Box ' 19

Palmer. Aiuska 99645

(907) 745-7200

*Maska Department ol

NATURAL
RESOURCES

Make It Alaskan. Inc. is prouil to join
O?den 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 279-061S in Anchoraee lor informa-
tion on the shows..

The shows are an all out effort to brin(f;
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 nee
to become aware of the variety of Alaskan
products which are available, and local
manufacturers must be given an opportu-
nity to compete with those products that
come in from "Qutside".

"D1SIM.AV ALASKA™, our name for the
trade shows, will take ﬁlace September 2N,
20, 30, W0 in Anchorage. A final dale
at Ihe Carlson Center in Fairbanks for
spring Idd | has not yet been set.
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MADE-IN-ALASKA o
Application for Certification ~ Authorization Number__
NAME OE COMPANY OWNER
Name Name
Address Address
Phone Phone.
Product Manufactured
Owner Business License *
Signature Date
ton om en Uusi-: oniy
FIELD INSPECTION
Retail ~ Wholesale O Both O
Description of Manufacturing Facility _ Comments
Number of Employees:
Full Time Part Time Seasonal Produet(s) appears to meet criteria 1D
Field Inspector Name: Product(s) appears not to meet criteria I
Signature Date Organization Phone

Affidavit of Eligibility for Remote Manufacturing Sites
This affidavit i to be used ONLY at the direction of the derailment or designated agent.
The aflidasn must be signed by the owner, and requwes tWo Witnesses.

RO TR kmﬁpa“ma%ggega PR B AL T I S b
| beaut orlzed”' use the M SDLIN %the {) oduct (or products) specified abose. In ad |t|on I lake full reSpon-

sibility for Tne proper used of said logo In accordanc W|rh i

Signed
Name of Owner Dale

Witness Witness
Dale Dale

DIVISION OF BUSINESS I>EVEIX)I>)MENT USE ONEY

| liasc reviewed th application and ficl) inspection icpoir Cerlificalion s'f this product (or prs>ducls| under ihe requirements of the MADI
I'. ALASKA Program 1s Approved Denied

“Signes!
I'nmed Name TiOc
ts;w e - -

XVII



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. Afinished 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 withesses.

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....c..cccovvueveennne. 258-2878 KODIAK Chamber of Commerce......cccoeeeeevevvenennn. 486-5557
ANCHORAGE Division of Business Development 562-2728 MOOSE PASS, COOPER LANDING AREA 288-3168
ANCHOR PT Chamber of Commerce..................... 235-8351 PALMER - WASILLA AREA ..., 376-1060
BARROW ...t 852-2611 PETERSBURG Chamber of Commerce................ 772-3646
CORDOVA Chamber of Commerce.........cccoeeennnnes 424-3899 SAXMAN 225-4421 (gift type items, call 586-2108)
FAIRBANKS Chamber of Commerce...................... 452-1105 SEWARD Chamber of Commerce......cccccceniiinnnes 224-3046
HOMER Chamber of Commerce........cccccuvvvveeeenn... 235-8944 SITKA Chamber of Commerce.....cccccceeeieiiiiiiiiennnns 747-8604
JUNEAU Division of Business Development 465-2017 SOLDOTNA Chamber of Commerce...................... 262-9814
KENAI Chamber of Commerce.....cccoceeeeiiiiieeeeennnnn, 283-7989 VALDEZ Chamber of Commerce.........ccccouivneneeen. 835-2330
KENAI PENINSULA AREA.....c.cccci it 283-3335 WILLOW AREA. ..o 495-6823 495-6498

KETCHIKAN Chamber of Commerce.......ccccceenn.... 225-3184

Mail the finished application to: Divisionof BusinessDevelopment-3601 CStreet, Suite 724- Anchorage, Alaska 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 nhumber. 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 with MADE IN ALASKA at the bottom,

ITIS 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

Will



XIX

"It do%zgmmatter"

Callfor an Appointment
-CUSTOM WINDOW TREATMENTS

-DECORATOR SERVICE
-UNCOMPROMISED QUALITY (345-1556)
-WALLPAPER
-MINI-BLINDS, VERTICAL DRAPES. ETC.

11900 Industry Way Bldg. M-g |

(IOURS- MHF 9AMESPM Huffman Business Park

SUPPORT!

SOLD TO: SHIPTO:
SIZE ANO Q O AN TI'lIt%-
ADULT S M i. XL
A 5 12.00 ca.
U 1950
C 2450
D 1950
K Mp»by Shirts .size 2 71114 PINS At in
8.00 $5.00
a9

B&NWORKROOM DRAPKKY
Anchorage  345-1556

Locally owned and operated. B& N Drapery. Inc.
was established in 1983 and has ?rown front a fabric
showroom and workroom specializing in custom
drapery treatments into a complete drapery design
center capable of reflectinq 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.

Phone orders: (907) 562-4248
In Alaska (800) 478-4248
FAX: 562- 6523

PLEASE ALLOW
TWO WEEKS FOR DELIVERY

Price Freight Subtotal
2.00 ea.

TOTAL



International Brotherhood of

Electrical Workers
Local Union 1547

Representing highly trained

Alaskan journeymen crafts-

men skilled in all aspects of

the electrical and

communications industry.
L

Executive Board Members:

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 Secretarv

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

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

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

2204 Tongass Street
Ketchikan. Alaska 99801
(9071225-4020

36275 Kenali Sﬁur Hibghway
Soldotna. Alaska 99669
)71 262-1547



yar>
CIRI isan Anc  age based "bJative Corporaticn
urce.developmentj;ealLestate

and merciai broadcasting.
[ ]
\v.. *//
Looking to the while preserving our past.

Corporate Headquarters
2525 "C" Street
P.O. Box 93330, Anchorage, Alaska 99509-3330

(907) 274-8638

CQ Q Km E.LREGIQN.INGC,
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
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SECTIONAL ANALYSIS

SCSCSHB 247 (L&C)

Section 1
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Section 4

1) is a graduate of an accredited dental

school:

agency;
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Section 5

Provides for an immediate effective date.

Section 6






J OUSE COMMITTEE REPOT

Q)
Date Referred: April 10, 1991

Date of Conmmittee Action: y - 1 w \

FURTHER REFERRALS:

The LABOR AND COMVERCE Committee considered:

HOUSE BILL NO. 265

Judiciary

HB 26

INSTITUTIONAL REAL ESTATE APPRAISERS

"An Act relating to the certification of redl estate gopraisers, and providing for an effective date.”

RECOMVENDATIONS:

be replaced with

[ ] have attached amendrents(s)
[ ]dopess

[ ] do not pess

£*fno recomrendations

[ ] individual recommendations
[ ] additional referral tothe

ADOPTS:

ATTACHES NEW FISCAL NOTE(S):

[ ] fiscal impact

[ ] tre sane title

1 ] anewtitle

Committee

letter of Intert

(aY) APPROVES PREVIOUS:

[ ] fiscal note(s)

I”zero fiscal noteCnimmo”Ce.

Tw. [ ] zerofiscal note(s)

(DepVDtlc)



FISCAL NOTE

STATE OF ALASKA BILL NO. hb 265
1991 LEGISLATIVE SESSION

Revision Date- o Department Affected: ~ Commerce & Economic Dev.
Tile-  Relating to the certification  BRru: Occupational Licensing

of real estate appraisers;.... Component: ~ Administration
Snnncnr - Rep. Navarre

Requestor: ~ Rep. Navarre COMPONENT SERIALNO. 0 3 5 6

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL
REVENUE i * kk kk kk kk

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0
POSITIONS:

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

Estimate of current year impact. None

ANALYSIS; (Attach a separate page If necessary.) HB 205 creates a seParate licensing category

. (Att . .
or institutional real estate apprajsers. New funds are not required to implement this
L.IH. *lfeevenue |I? be gen rape% Hrom agpllcaﬁmn ﬁnd ||censeqvees howeveFr), at th}s

time,.ye are ynable to, proyjde an estimate .until we have some idea of the numbers o
Indivi ua?s 0 woulé bg a{ected By t'ﬁe HI.

Prepared By:  Jennifer Strickler, Admig, Officer Phone: 465-2144

Division: Occupational Llcensingd/"| ) Date: V-17.<9/

Approved by Commissioner: Clenn A.2lds

Agency: Commerce and Economic Developme'nt _ Date; A

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



_ Co-Chair
A laska State L egislature House Finance Committee

Representative Mike N avarre Juneau A|25%898§1\1/
(907) 465-3779

April 15, 1991

M EMORANTDUM

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.

| 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.

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

DISTRICT 5
34824 K-Beach Road * Soldotna. Alaska 99669 « (007) 262-7842

1aNIFCONRCAHOAH
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HB 265: "An Act relating to the certlfheatmn of real estate
appraisers; and providing for an effective date.”

HB 265 creates a new certification category for institutional real est
ralserstt) amendm the rea\ estatea gas)er statutes kJAS 0%8 The SI]
ujres |nd|vt uals, who e] ployed fyll-time_by a financial mstltutlon to
|fna certificate |ﬁsue the Board of Real Estate A Rgralseﬁs as IJor of of

satls ying educational an testlng reqwrementsm compliance with federal law.

The institutional real estate aepn[:])r iser C Hflcate IS vallq rmg the period
Inl\l\f<IC the Individual IS R(% T in T Institution, In
Alaska er this ther%] %/ Iduals w o form r estate a(tjp raiser
SErVICes ora nancial institution must meet i |ted %uda |cat|onsc |st|
primarily of educational and testing requirements, and _ not necessarl
g)F()%er%tlesrgeg requirements mandated™ for "general or residential real state

Sectlon 3 of the bill reﬁeals and reenacts AS 08.87. 11%\) to clarify the "limited
grtllatlon ;%rovm espacmg the section with specific language
entifying thefedera mandat

Since HB 265 at)empts to clarify and bring the real e]state aawaralser statutes

closer intp compliance with the federal mandates, the department supports
passage O?thl Idpl| P PP

Glenn A. Olds, Commissioner
Date: p ¢

AQ/JS/dgl9417D
841%%
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ALASKA CHAPTER

Post-It* srand fax transmittal memo 7671 *0i008«»»
OF THE

appraisal

INSTITUTE
April 18, 1991

The Honorahle Mike Navarre

Nﬂemberq tf]ree%llaska State Legislature
nc orage Alaska 99501

RE: House Bill 265

Dear Representative Navarre:

Hewl organized Aégska Cha p th Appralp Institute,
? gasses } apprais s WIS es to info myou of our
support of House Bill 265.

At our M rc eetipng the proposed framework of this Dbill  was
susa ?é H V\fé dpor dab ?n ovg teﬁg]n gtwa JOH'[YH

| e a 5| ?IC nt plece
posmve}y affect our pq Hess?o
We look forward to working with you on this bill.

Fe3|de t. Ala slﬁa Chapt
he Appraisal Insti

WAL/t



119 N. Cuthman Street « (907)466-1400 « FAX (907) 466-2140 « P.O. Box 74668 < Fairbanks, Alaiki 99707-4568

April 16, 1991

la Fax # 916 e2 78
REj House Bill 265
"An Act R lating to the Certification of Real Estate
Appracls ers; anngrovw Ing for an ?EC'[IVE [%ate !
Thank you for introdugi concerning.certification of real
piate dpariisers. (RS TI b 5 G flenct o B
with r cent E dveraq IEIER faws Pt MmpYy
As Chairman 0 the |s atlve Committee of the Alaska B?hnkers
Assoclation 0 advise you, that we sug(g) 8
conc pt of this b| owever We contlnue t ncerne V\ch
hﬁ epa rture In" ter mologw that ap ear uneg
I[ERRA "I gls tion 83|gena n cer”J an (e
aPr,alser an groc ur? y ts ema to find
qut 1t the desjgnation of "general”, "resi en |a
In tltutlf)na real aF?A)ralser fermino %y |n thls ?IH
}/)\/ilr comply with Feder laws prior to passage ot the
ailure .to com I with FIERRA ma ntially find anc |aI
nanosr%lIJtu“O%gns |Ou nhte”gg E?] ?meip%gk%ta eI ?vl\;rygobrneestoln il enom liance
thhg ?ER A It s be fer t determl e ﬁns dunngl ﬁe P
egislative session ra er tﬁzi\ gr the session ﬁ 9v er and ?n
%8%320rtun|ty fo amend this b wou not occur until January ¢
Once again, tha our introduction of the pill and with
the 3 % gtlon oq [ conce¥n about termtlnoqogy, We Hop ? [ t
speedy passage.
Sincerely,

President and Chief Executive O fficer



ALASKA MORTGAGE BANKERS ASSOCIATION
P.O. BOX 9-2691 ANCHORAGE. ALASKA 99509-2691

April 16, 1991

F prese tatlve_I Mike Navarre
P 6 tate House of Representatives

Juneau, é\laska 99811

Re: HB 265

Dear Representative Navarre:

ur Assomatlon appr C|ate your introduction of HB 265.
Rle P Frﬂgp? n % ? Whnlctt th correct some
tec al problems In the present statute

If we can be of any assistance, please call me at 257-3442.
Rinrprplv.

Lucille Stiet
CH g Leglslatlve Committee
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ptJSE COMMITTEE REPOT]

O

Date Referred: April 10. 1991 FURTHER REFERRALS: Labor & Commerce
Finance

Date of Committee Action: 05/03/91

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: [1B 269

HOUSE BILL NO. 269 PRIVATE HEALTH CARE REVIEW AGENTS

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

RECOMVENDATIONS: [ ] tre sae title
ke replaced with 1 ] anewtitle

[ ] have attached amendmrents(s)

[ ]do pess

[ ] do rot pess

[ ] no recommrendations
[ ] individual recomrendations

[ ] additional refaral to the Committee

ADOPTS: letter of InEet

ATTACHES NEWFISCAL NOTHjS):: (@, APPROVES PREVIOUS: (B, 6%)
[ fiscal impact [ ] fiscal note(s)

[ ] zero fiscal note [ ] zero fiscal note(s)
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WORK DRAFT WORK DRAFT - WORK DRAFT

7-LS1185NJ
Luckhaupt
4/7/92

CSFORHOUSEBALL NO. 269 ()
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsorfs): REPRESENTATIVES BOYER, Ncvarre
A BHL

FOR AN ACT ENTITLED

"An Act providing for the licensing and regulation of private health care review agjnts;

2 and providing for an effective date."

3

o R EB oow~woeo o~

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

* Section 1. AS 08.01.010 is avenced by adding a new paragraph to react
(33) reguiation of private review ager-» uder AS 08.85.
*Sec. 2 AS (B is arended by addinganewdeptert  ad
CHAPTER 8. PRIVATE REVIEW AGENTS..
Sec. 08.85.010. PURPCSE. The purpose of this chepter is to
(1) pronote the celivery of quality health care ina cost-effectiveand efficient
MEer,
(2)foster greater coordination between those paying for health care  services and
health care providers in the conduct of utilization review activities,
(3) assure protection for patients, state enployers, ad health care providers by *
ensuring thet private hedlth care review agents are qualified to  perform utilization review

o* CSHB 269( )
New Texc Underlined [DELETED TEXT BRACKETEDJ
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WORK DRAFT A WORK DRAFT A WORK DRAFT

activities and to make informmed decisions on the gppropriateness of nedical care; and
(4) ersure thet private review agents naintain tre confidentiality of nredical
records in accordance with applicable state and federal lawns.

Sec. 08.85.020. LICEINSE REQUIRED, (&) A person who is affiliated with, under
contract to, or acting on behalf of a health care insurer or a person doing business in tre state,
whether or not for profit, may not perform a utilization review in this staie unless a private
review agent license is held by tre person, the person's enmployer, or another for whom tre
person is providing those services uncer contract.  This section does not gpply to a person
affiliated with a hospital who provides only intermal utilization review activities.

(b) The department shall issLe a license to an gpplicant thet meets the requirenents of
this dhapter and regulations adopted uncer this dhepter.

(©) A license issued under this chapter is not transferable and expires biennially on adate
determined by the department

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

(b) An applicant is entitled to a license if the gpplicant submits and  the departent

approves a utilization review plan thet will be available to patients and providers thet includes

(1) tre review standards, criteria, and procedures to be used inevaluating hospital
or outpatient care thet hes been proposed or is being or hes been delivered; provided thet if the
goplicant uses a software package or other published standards, criteria, and procedures thet are
available to the public, the applicant may identify the system and distributor and specifically
identify all alterations, additions, or deletions from the published system an applicant shall
inmrediately report a substantial change in the standards, criteria, and procedures utilized ad
shell annually report to the department all changes to the standards, ariteria, and procedures,

(2) those circunrstances under which utilization review ey be delegated to a
hospital utilization review program

(3) the provisions by which patients or providers may seek pronpt. recornsiceration
or gopeal of adverse decisions by the private review agent and the tine period in which the
private review agent st respond to the reguest for reconsideration or goped;

(4) tre numoer, type, and qualifications of the personrel enployed by or under

CSHB 269( ) -2-

New Texr. Underlined IDELETED TEXT BRACKETEDJ
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contract with the private review agernt to perform tre utilization review; individual biographies
or resunes of tre personnel are not required unless requested by tre departnent; the plan must
incluce
(A) the requireent thet aprivate review agent have available the services
of sufficient nunbers of registered nurses or other nental health professionals, as
appropriate, supported and supervised by physicians trained in the gppropriate Specialty
area, o carry out its utilization review activities, or to have gopropriate nunoers of
physicians trained in the gopropriate specialties for which utilization review is being
conducted; ad
(B) arequirenent thet only a physician trained in a relevant specialty or
subspecialty be permitted to neke a final detenmiration thet care rendered, being
rendered, or to be rendered in thet specialty or subspecialty is nedically insppropriate;

(5) the procedures ad policies to ersure thet a representative of the private
review agent is reasonably accessible to patients and providers at least five days a week during
normal business hours in this state and thet paynment wall not be denied for treatrent rendered
tret is found to be medically appropniate and within policy coverage;

(6) the requirement thet, except inexceptional circunstances or when anattending
physician iIs not reasonably available to confer, a determination thet care rendered, being
rendered, or to be rendered is nedically inggpropriate may not be made until an gopropriately
qualified review physician hes conferred with the patient's attending physician and reviened
pertinent information conceming the nedical care delivered or proposed;

(7) tre requirement thet a determination thet care rendered, being rendered, or to
ke rendered is medically insppropriate nmust include the written evaluation and findings of tre
revieing physician;

(8) tre procedures and policies to ensure thet all applicable state and federal lans
1o protect the confidentiality of individual mediical records arc followed;

(9 pronibitions agairst a private review agent entering a hospital to interview a
patient unless the attending physician is advised of the interview with reasonable.advance notice,
and the attending physician or the physician's desigree is alloned to atterd the interview;, this
paragraph does not apply to a full-tine, onssite review agart;

(10) a prohibition agairst an incentive paynrent provision or plan contained ina

3 CSHB 269( )
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private review agent's contract with an entity paying for health care services under which the
agent's conmpensation is besed on controlling the anount charged for senvices, duration of
services, or setting inwhich senvices are rendered and a prohibition agairst the agent receiving
the incentive payment;

(11) acopy of the witten naterial intended to be available to patients ad
provicers to inform themof the requireents of tre utilization review plan;

(12) alist of the hedlth care insurers for which the private review agert is
performing utilization review in the state and a brief description of the services it is providing
for each client, including an affinration thet a payrrent incerntive provision or plan prohibited
uncer (10) of this subsection does not exist with respect to each client;

(13) evidence of liahility insurance carried by the private review agent to cover

potential liability from its activities under this dhapter in an anount,  type, neture, and carmier
satisfectory to the departirent;

(14) provisios tet, in the absence of fraudulent information or nretenial
misrepresentation, prohibit retrospective denial of payrent for treatiment, except in cases of
policy limitations or exclusions, after it hes been initially approved by the private review agart;

(15) other informration the departent determines to be gppropriate.

Sec. 08.85.040. RENEWAL OF LICENSE, (@) The departrent shall renew
of aprivate review agent holding alicense under AS 08.85.020 if, before the license cx”I.
agent

(1) files an goplication for renewal, including the informmation required uncer
AS (08.85.030(b), ad submits the gopropriate renenal fee; ad

(2) neets the qualifications for issuance of a license under AS 08.85.020(b).

(b) An goplication for renewal of a private review agent license must incluce a list of
al conplaints mede to the agent by patients or providers, ad a brief description of how the
conplaints were resolved, including the nature of the complaint, the review process, and the tine
between the filing of the conplaint and its resolution.

Sec. 08.85.060. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before
denying an gpplication for a private review agant license or for renenal of a license, the
departirent shall provide the goplicant with reasonable tine to supply additional docurentation .
establishing thet the goplicant is entitled to a license or to renewal of a licernse.

CSHB 269( ) .
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(b) An goplicant who is denied a license or renenal of a license stall be afforded the
opportunity for ahearing  The hearing shall be conducted by the departrent. The hearing - shell
le held in accordance with AS 44.62.330 - 44.62.630.

Sec. 08.85.060. REVOCATION OF LICENSE, (@) The departent mey revoke a
license if the holder fails to conply with a utilization review plan filed by the holder under
AS 08.85.030(b) or atherwise violates a provision of this dngpter or a regulation adopted under
this chepter.

(b) Before revoking alicense under this section, the departrent shall provide the license
holder with reasongble time to supply additional informrationdenonstrating  theholder's
compliance with the requirenrents of this chepter.

(©) A license holder whose license is propased for revocation by the departrent shall be
afforded tre opportunity for a hearing  The hearing stall be held in accordance with
AS 44.62.330 - 44.62.630.

Sec. 0885.070. COVMPLAINTS AGAINST LICENSE HOLDER (@) A patient or
provider may file aconplaint with the departnent alleging thet a private review agent is not in
conmpliance with this chepter or the regulations adopted uncer this chapter or with other
applicable federal or state law. The conmplaint may request thet the departent revoke tre license
of the agent or require thet the agent denonstrate to the departiment proof of compliance.

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

(©) Within 45 days of receiving a conplaint, the departirent shall notify the patient or
provider if the conplaint is inconplete or lacks information available to the , atient or provider
necessary to a decision. The patient or provider shall supply the necessary information before
a decision on the conplaint.

(d) If the departirent fails to render a decision on a conplaint brought by a patient or
provider within 90 days, or within 45 days after an inconplete conplaint hes been conpleted by
the submission of the necessary information identified in (c) of this section, the patient or
provider may bring suit in the superior court to compel the departirent to take anaction specified
in (@) of this section

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

. CSHB 269( )
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Sec. 08.85.080. REGULATIONS. The departrirent shall adopt regulations to implenrent
tre provisions of this dhapter, including regulations
(1) establishing license gpplication and renewal fees in an amount sufficient to
pay for the costs to the departirent of administering this chepter,
(2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.
Sec. 08.85.090. EXEIMPTION A private review agent thet gperates solely under contract
with the federal government or an agency of the federal government for utilization review of
petients eligible for health related services under 42 US.C. 1395 - 1395cce (Subchapter XVEI
of the Social Security Act), 42 US.C. 1396 - 1396s (Suchapter XIX of the Social Security Act),
and tre Givilian Health and Medical Programof the Uniformed Services (CHAMPUS) is exermpt
fromtre licensing requirenents of this chepter.
Sec. 0885.100. LIST OF PRIVATE REVIEW AGENTS. The department shll
periodically provide a list of licensed private review agents and the exiration date for their
licerses to all hospital utilization review prograns ad to other individuals or organizations
requesting the list. The departirent may charge a reasongble fee for providing the list
Sec. 08.85.110. PATIENT CONFIDENTIALITY AND RECORDS, (a) A private review
agent may ot disclose or publish individual nedical records or other confidential informmation
dotaired in the performance of activities as a private review agent, except thet an agent may
provice petient informration to a third party to which the agent is under contract or with which
it is affiliated
(b) A person seeking payment of a reimburserrent for hospital or medical services may
not inoke the privilege of confidentiality arising from a physician-patient relationship to
withhold pertinent informmation from review of those services by a private review agent.
() Notwithstanding the provisions of this chgpter or another law, apatient is entitled to
Inspect and copy records developed or maintained by a private review agent pertaining to the
health care rendered, being rendered, or proposed to be rendered to the patient.
(d This chapter may not be construed to allow a private review agent to take actions thet
violate a state or federal statute or regulation conceming confidentiality of patient records.
Sec. 08.85.150. DEFINITIONS.  In this chgpter,
(1)  “Cepartment” neas the Department of Commerce and Economic
Development;

CSHB 269( ) 6-
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(2 "health care insurer” mears aperson in the business of making payrrents for

tre medical care of others, and includes an insrance compary, a nonprofit health service plan,

a health maintenance organization, a preferred provider organization, an enployee assistace
program, and a health insurance service organization

(3 "private review agent’ nears a person who performs a utilization review ad

who is affiliated with, under contract to, or acting on behalf of a person doing busiress in tre

state, whether or not for profit, or of a hedlth care insurer, but who is not affiliated with a

hospital;

© 0 N O U DA WN R

(4) "provider" mears a hedlth care provider as defined in AS 1823070,

10 (5) "utilization review' mears asystemfor reviewing the appropriate andefficient
11 allocation of hospital and outpatient resources and services given, being given, or proposed

12 ke given to a patient or group of patients, including the approval or denial, or reconmrencation

13 of approval or denial, of paynent for hospital or medical services,

14 (6) "utilization review plan’" nmears a description of the criteria, procedures, ad
15 standards governing utilization review activities performed by a private review agart

16 *Sec. 3. AS 44.62.330(a) is aended by adding a new paragraph to readt

17 (57) Department of Coomerce and Economic Development conceming the
18 licensing and regulation of private review agents uncer AS 08.85.

19 *Sec 4. AS 08.85.080 and 08.85.150, enacted by sec. 2 of this Act, takeeffect immrediately uncer
20 AS 01.10.070(c).

- CSHB 269( )
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[ pril 7. 1992

CS FOR HOUSE BILL NO. 269 ( )

"An Act providing for the licensing a id requlation of private health care review agents;
and providing for an effective date.”

BE IT ENACTED BY THE LEGIS -ATURE OF THE STATE OF ALASKA:

* Section 1. AS08.01.010 isamended by adding a new paragraph to read:

(33) regulation of private review agents under AS 08.85.
*Sec. 2. AS 08 isamended by adding a new chapter to read:

CHAPTER 85. PRIVATE REVIEW AGENTS.

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

(1) promote the delivery of quality health care in a cost-effective and efficient
manner;

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

(3) assure protection for patients, state employers, and health care provider by
ensuring that private health care review agents are qualified to perform utilization review
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activities and to make informed de visions on the appropriateness of medical care; and
(4) ensure that orivate review agents maintain tfie confidentiality of medical
records inaccordance with applicable state and federal laws.

Sec. 08.85.020. LICENSE REQUIRED, (a) A person who is affiliated with, undei
contract to, or acting on behalf of a health care insurer or a person doing business in the state,
whether or not for pro*it, may not perform a utilization review in this state unless a private
review agent license is held by the person, the person's employer, or another for wfiom the
person is providing those services under contract. This section does not apply to a person

(b) The department shall issue a license to an applicant that meets the requirements of
this chapter and regulations adopted under this chapter.

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

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

(b) Anapplicant is entitled to a license if the applicant submits and the department
approves a utilization rgview plan that will be available to patients and providers that includes

(1X.the review standards, criteria, and procedures to be used in evaluating nospital
or outpatient care that has been proposed or is being or has been delivered; provided that if the

applicanLLses-a.so(twa.re.pachaqej?f.Qthef.PLIbiished standards. criteria.,and.procedures.that are
ayailable.to the publicJlifi.applicant may.identify the syt-tem and.distfjbutpr.anispecilicaiiy
identify.all-alterations, additions, or deletiflns_fmmjhe.published system; an.app)icant shall
immediately report a substantial change in the standards, criteria, and procedures utilized ard
shall annually.,report to the department a!Lcbangea.tQ..th.e-Standards. criteria, and procedurem

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

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

(4) the number, type, and qualifications of the personnel employed by or under

line9: address concern that hospitals may go into 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 apglicant to simply supply name and distributor of publicly
available sollware or other published standards, criteria and procedures, if the applicant
uses a purchased system. Il 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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contract with the private review agent to perform the utilization review: individual biographies
or resumes of the personnel are not required unless requested bv the department: the plan rrus

include

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

(B) a requirement that only a physician trained in a relevant specialty or
subspecialty be permitted to make a final determination that care rendered, being
rendered, or to be rendered in tha: specialty or subspecialty is medically inappropriate;

(5) the procedures and policies to ensure that a representative of the private
review agent is reasonably accessible to patients and providers at least five days a week during
normal business hours in this state and that payment will not be denied for treatment rendered
that is found to be medically appropriate and within policy coverage;

(6) the requirement that, except in exceptional circumstances or when an attendin g
physician is not reasonably availaoie to confer, a determination that care rendered, being
rendered, or to be rendered is medically inappropriate may not be made until an appropriately
qualified review physician has conferred with the patient's attending physician and reviewed
pertinent information concerning the medical care delivered or proposed;

(7) the requirement that a determination that care rendered, being rendered, cr to

be rendered is medically inappropriate must include the written evaluation and findings of Ihe
reviewing physician;

(8) the procedures and policies to ensure that all applicable state and fedeial laws

to protect the confidentiality of individual medical records are followed;

(9) prohibitions against a private review agent entering a hospital to interview a
patient unless the attending physician is advised of the interview with reasonable advance notice,
and the attending physician or the pTysician's designee is allowed to attend the interview; tijjs
pamqraDh_does not aoplv to a fulltime, on-site review agent:

(10) a prohibition against an incentive payment provision or plan contained in a

. lines 1-3: _Ianqua_ge 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. Itshould be handled inregs. (Aetna, page 11)

_line 15 According to Leg. Legal, itis clear that "in this state” refers to business
hours in Alaska. Itprovides for flexibility ininterpreting "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

-3-
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private review agent's contract with an entity paying lor health care services under which the
agent's compensation is hased on controlling the amount charged for services, duration of
services, or setting in which services are rendered and a prohibition against the agent receiving
the incentive payment;

(11) a copy of the written material intended to be available to patients and providers
to inform them of the requirements of the utilization review plan;

(12) a list of the health care insurers for which the private review agent is
performing utilization review in the state and a brief description of the services itis providing
for each client, including an affirmation that a payment incentive provision or plan prohibited
under (101 of this subsection does not exist with respect to each client;

(13) evidence of liability insurance carried by the private review agent to cover
potential liability from its activities under this chapter in an amount, type, nature, and carrier
satisfactory to the department;

(14) provisions that, in the absence of fraudulent Information o1 material
misrepresentation, prohibit retrospective denial of payment for treatment, except in cases of
policy limitations or exclusions, after it has been initially approved by the private review agent;

(15) otherinfornat'on the department determines to be appropriate.

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

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

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

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

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

e 19 line 5: Changes "sent" to "available". Corresponds to change on page 2,
ine 18.

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

~lines 14-15: Changed "fraud" to "fraudulent information or material
mlsre%e)sentatlon" to avoid the greater burden of proof implied by fraud. (Aetna,
page
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(b) An applicant who is denied a license or renewal of a license shall be afforded the
oppc" 'nity for a hearing. The hearing shall be conducted by the department. The hearing shall
be hi linaccordance with AS 44.62.330 - 44.62.630.

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

(b) Before revoking a license under this section, the department shall provide the -icense
holder with reasonable time to supply additional information demonstrating the holder's
compliance with the requirements of this chapter.

(c) Alicense holder whose license is proposed for revocation by the department shall be
afforded the opportunity for a hearing. The hearing shall be held in accordance with
AS 44.62.330 - 44.62.630.

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

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

44.62.630.

(c) Within 45 days 0f receiving a complaint, the department shall.notify.the patient or
provider if the complaint is incomplete or lacks information-available to the patie nlor. provider
necessary to a decision, The patient or provider shall supplv the necessary information before
a.decjsjQn.pn.the-Complaint,

(d) If the department fails to render a decision on a complaint brought by a patient or
provider within 90 days, or within 45 davs after an incomplete complaint has been completed by
the submission of the necessary information identified in (c) of this section, the patient or
provider mav bring suit in the superior court to compel the department to take an action specified
in (a) of this section,

(e) This section may not be construed to deprive a patient, a provider, a private re/iew
agent, or a health care insurer of a right available under other provisions of law.

_ lines 21-28: Clarifying that "a complaint" must have provided all necessary
information before a suit can be filed. (Aetna, page 13 & 14)
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L Sec. 08.85.080. REGULATIONS. The department shall adopt regulations toimplenent
the provisions of this chapter, including regulations

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

(2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.

Sec. 08.85.090. EXEMPTION. A private review agent that operates solely under contract
with the federal government or an agency of the federal government for utilization review of
patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XV Il
of the Social Security Act), 42 U.S C. 1396 - 13965 (Subchapter XIX of the Social Security Act),
and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) is exempt
from the licensing requirements of this chapter.

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

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

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

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

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

Sec. 08.85.150. DEFINITIONS. In this chapter,

(1) “department” msans the Department of Commerce and Economic
Development;
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L0 (2) "health care insurer" means a person in the business of making payments for
the medical care of others, and includes an insurance company, a nonprofit health service plan,
a health maintenance organization, a preferred provider organization, an employee assistance
program, and a health insurance service organization;

(3) “private review agent" means a person who performs a utilization review ard
who is affiliated with, under contract to, or acting on behalf of a person doing business in the
state, whether or not for profit, or of a health care insurer, but who is not affiliated with a
hospital;

(4)"provider" means a health care provider as defined in AS 18.23.070;
(5)"utilization review" means a system for reviewing the appropriate and efficient

allocation of hospital and outpatient resources and services given, being given, or proposed td
be given to a patient or group of patients, including the approval or denial, or recommendation
of approval or denial, of payment for hospital or medical services;

(6) "utilization review plan" moans a description of the criteria, procedures, and
standards governing utilization review activities performed by a private review agent.
*Sec. 3. AS 44.62.330(a) isame ided by adding a new paragraph to read:

(57) Department of Commerce and Economic Development concerning the
icensing and regulation of private review agents under AS 08.85.
*Sec. 4. AS 08.85.080 and 08.85 150, enacted by sec. 2 of this Act, take effect immediately under
AS 01.10.070(c).
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AMENDMENT

OFFERED IN THE HOUSE
TO. CSHB269( ) (DRAFT DATED 4/07/92)

Page 1, lire L
Delete "licensing and"

Page 1, lines 4-8:
Delete all nmaterial and insert
"* Section 1. AS 1820 is anended by adding new sections to readt
ARTICLE 5. PRIVATE REVIEW AGENTS.
Sec. 1820.400. PURPOSE. The purpose of AS 1820400 - 1820490 is to"

Page 1, lire 13
Delete "state enployers"
Insert "enployers in tre state”

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

Page 2, lire L
Celete "to meke"

Insert "in meking”

Pace 2, lire 4
Delete "Sec. 08.85.020. LICENSE'
Insart "Sec. 1820410, REGISTRATION!



Page 2, lire 6, folloming "unless™ through line 8, following "'contract.™:
Delete all neterial.
Insert "the person hes
(1) registered as a private review agent on a form provided by the departirent;
(2) provided the departirent a list of al 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 irsurer,
(3) filed with the departrrent an affinration thet

(A) apayrrent incentive provision or plan prohibited under AS 18.20.420
is not being utilized;

(B) the person hes a utilization review plan thet conplies with the
requirenents of AS 1820420 tret is available to patients and providers;

(© thepersonwill ensure confidentiality of patient information or records
uckr AS 1820 °0;

(D) provided the departient with evidence acceptable to the departrent
of liahility insurance carried by the private review agent to cover potential liability from
its activities under AS 1820400 - 1820490 in an anmount, type, neture, and carrier
satisfectory to the departent.

(b) The departirent may set by regulation a fee for the registration of private review
agents and other fees the departirent finds necessary to inplenent AS 18.20.400 - 18.20.490.
()"

Page 2, line 10, through “approves” on lire 18
Delete all material ad irsert
"Sec. 1820420. UTILIZATION REVIEW PLAN A private review agent registered

uncer AS 1820410 shall have'

Page 2, line 23, folloning "system” thvough line 25:
Delete all naterial.

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



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

Renumter the following paragraas accordingly.

Page 4, line 18, through page 5, line 29
Delete all naterial and irsert

"Sec. 1820430. CRIMINAL AND CIVIL PENALTIES, SUSPENSION AND
REVOCATION OF REGISTRATION: INDUNCTIONS, (@ A person who knowingly violates
a provision of AS 1820400 - 1820490 is guilty of a class B misdeneaor.

(b) Notwithstanding (@) of this section, after a hearing the departirent may revoke or
suspend the registration of aperson and may fine aperson up to $5,000 who knowingly violates
a provision of AS 1820400- 1820490, a regulation of the department adopted under
AS 18.20.400 - 18.20.490, or anorder of the departent issued under AS  18.20.400 -18.20.490.

(©) The departirent may bring an action in the superior court to enjoin a violation of
AS 18.20.400 - 18.20.490, to enforce conpliance witharegulation 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 asingle
act is sufficient to justify an injunction without evidence of a gereral course of conduct”

Reletter the following subosection accordingly

Pae 6, line 1
Delete "Sec. 08.85.080."
Insert "Sec. 18.20.440."
Alfter "regulations™;
Insert "under AS 44.62 (Administrative Procedure Act)”

Page 6, line 2, folloming "of thvough lire 5.
Delete all nmatenal.
Insert "AS 1820400 - 18.20490."

Pace 6, lire 6.
Delete "Sec. 08.85.090."



Insert "Sec. 18.20.450."

Page 6, line 11
Delete "licensing requireents of this dhapter”
Insert "requirenrents of AS 18.20.400 - 18.20.490"

Pace 6, lire 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 chepter”
Insart "AS 18.20.400 - 18.20.490"

Page 6, line 27:
Delete "This chapter"
Insert "AS 18.20400 - 18.20490"

Page 6, line 29;
Delete "Sec. 08.85.150."

Ineert "Sec. 1820490
Delete "this chepter”
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, lire 19
Delete "* Sec. 4. AS 08.85.080 and 08.8"150, erected by sec. 2"
Irsert ™* Sec. 3. AS 1820450 and 18.20.490, enected by sec. 1"

Page 7, folloning lire 20:
Insert a new bill section to reedt
"* Sec. 4. BExoegptfor AS 18.20.450 and 18.20.490, enected by sec. 1of this Act, this Act takes effect

January 1, 1998



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: ;é_gﬁ%glgjng and regulation of private health care review

There is a need to hold down costs for emglo%ers providing a health care Elan if
those costs are. being dr|an upwar ~unnecess rg procedures _and
?xaﬂ%erc?ted ilg),splta stays or alter care. There is also a need to protect patients
Irombedng subjected to Unnecessary procedures or medication.

Icpsurance cchm anies have increasingl turned to utiliza}}ion,revie\(q/ f'\rms to
termine whether care pr%ce(tjures are or were warranted in individual cases.
They also approve the length ofhospital stay.

This bill seeks t rovjcae assurance that these revi?w firms aﬁd their gmployees
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 departm r?tmay rejectt?]e plan.p pecity

The bill_does not establim]what IS _acgegptabje as guidelines for a standard
review. Therefore, most otthe review is discretionary.

Sec. 08.86,030(bX4XA): . "Sufficient number I?f nurses” and "agﬁro{%;riate

umbers of physicians' is too vague. 1T the bill is trying to establi eed
handling or avallabili J e i

1ity, _?rh eps it needs to state hours and days mcﬁ din

n |n%I r
week-ends) someone Is availab

Sec. 08.86.030r('bX6g: "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<h)(13): Needs to "'department,”
Sec. 05?.86.04((])” S RHEN/I\EWAL 1EOF LICtEN%EI"t (aXI) files an applicatior} t1;]or
FSOFeVVV_VamBH“Bnch ._ngeﬂ%’ee Digrmation] Tequired under Ad B 808065 an
submits the appropriate renewal Ge

Sec. 08.85.040(b): An application for renewal of a private review license must
include a list O(Pgl“ com [fglnt_s made to teh_e agent b Batlents or providers during

the most recent licensing period and a brief description. ...

Sec. 08. 5.06?. REVOCATION OF LICENSE, (a) The department may revoke,
suspend, or place on probation alicense. ...



POSITION PAPER - CSHB 269
Page 2

Sec 08 85.070. COMPLAINTS AGAINST LICEN Eé—lﬁLDER ¢), 90 d yS IS
drobaby not a reasonable time to investigate, hold hearing and rendbr 3
ecision

In summary, W ﬂot O&R/ se the bill, but have numerous concerns about the
vagueness With which it is written.

In our opinion, too much ofthe review is discretionary.



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA

(007} 465-3867 or 465-2450 )
FAX (907) 465-2029 240 M% SEEQ&%%%
Juneau, Alas -

Mail Stop 3101
MEMORANDUM February 21, 1992
SUBJECT: Sectional Summary - CSHB 269(HES)

T0: Representative Mark Boyer
Attn: Fawn Helms

FROM: Jerry Luckhaupt
Legislative Counsel

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

Section 1of the hill applies AS 0801 to the regulation of private review agents.

Section 2 of the hill 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 thet 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 (8.85.030 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 (8.85.070 provides for conplaints against licensees.

AS 0885080 requires the Department of Commerce and Economic
Development to adopt regulations to inplement AS 08.85.

AS (08.85.090 exenmpts from the requirements of AS 08.85 enployees or
contractors of the federal government.

AS 08.85.100 requires the departrent 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 definitiors.



Representative Mark Boyer
February 21, 1992
Page 2

Section 3 of the hill 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 hill provides an effective date.

GPLml
92-123pim



Al a s k a S tate Legislature

P.O. Box Y
Juneau, *K 99811-3100
Phone: i»07> 183-3891

Legislative Research Agency Fax: (907) 103-3331

June 3, 1991

MEMORANDUM
TO: Representative Mark Boyer
FROM. hristi e%. Cheff N
TOR ELLTTVD A e~
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 1is maintained. Health care providers
generally support those objectives but have some- concerns about the way in

1In this memo, private health care review agents will be referred to as
"review agents"™ or "agents," and "certificate” 1is 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 lowa Divisign of Insurance, Presentation to the Fiscal Committee (of
the Legislative Councily, July 18, 1990.
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which UR 1is 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.

4Bi 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 LICENSE OR TERM APPL. WAIVERS*
AGENCY CERTIFICATE FEE GRANTED TO
ARKANSAS Board of Certificate 2 yrs $1,500 Agents under contract
Health to the federal
government, home
health agencies, pre—
ferred providers,
clinics, private
offices, pharmacists.
MAINE Bureau of License 1yr $400 Insurers, nonprofits,
Insurance HMOs, preferred
providers.
MARYLAND Secretary of Certificate 2 yrs $1,500 Agents under contact
Health & Mental to the federal
Hygiene government.
SOUTH Insurance Certificate 2 yrs $400 Insurers & HMOs
CAROLINA Commissioner licensed 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 1is 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 requirementsoutlined above, or ifit violates applicable
regulations. Once 1issued, 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 1imposed through different processes. Authorization for the
imposition of a civil penalty not to exceed $1,000 1is 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 1is 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 1issued 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 iIn 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, buthis 1iIs 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 iIs 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
Il1linois and Massachusetts are attached.

The 1l1linois 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 I1l1linois 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 1in 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 iInsurance
(Attachment 1I).

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 1Is far superior to establishing an expensive state
regulatory structure.”™ A copy of URAC standards and some background
information is attached (Attachment J).

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

I hope this information will be useful. Please do nothesitate 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)].-



Juneau, Alaska 99801

10390 Mendenhall Loop Road
Telephore: (907) 463-3375
Fax: (907) 463-5522

Ray Gillespie
Gillespie & Associates

Lobbying & Governmental Affairs

February 10, 1992

Representative David Finkelstein
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ALASKA STATE

ASSOCIATION

February 24, 1992
E res ntatlve Da d Finkelstein, Chair
ommer mmittee

SSK% 0use 0 Rep esentatives

uneau AK 99811
R
- ?/Iu% 85‘ UtlFlzatlon Review

Dear Representative Finkelstein:
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e
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nstrance company to proceed wit
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cal procedure.
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solution to assure that:

1. Indw* dals dglnﬂ [ev |e qr insurance companies are
uali at medical review criteria is

reasonab e,

2. HR agents are re |3B [ed with the state, and therefore
ave “some accod iHity.
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3. hat insurance company UR offices are open durin
I\Iaska BUSaIHESS ﬂ Brsyand that rsponsep?s time |9
4. That there is an appea echanism with properl
traaineg Q%ysm?anspgvaﬁaglle to review me |%a(y
decision
We are hopeful your schedule will allow you to attend this
important %earl%g 38 . Wednesday. y

|f we can answer questions before then, please call.

|5|raers||adq e nF%'/CE%Udson

319 Seward Street #11 <Juneau, AK 99801 < (907) 586-1790 =Fax (907) 463-3573



In general, the term* used' In the UR chart can be defined as follows:

Definition of Categories: 1

1. Application and RenewalFkes 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.

3. SpeCialty PhySiCian ReVieV;/ 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 0](I Personnel ur firms must provide to the state a written

description of the types and Cfualifications of personnel performing the reviews.

5. Hours ofAvaIIabIIIty 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. Complalnt 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. Confldentla“ty 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 of Act trhe 1aw stipulates that a violation of any provisions of the
Act will result In a fine. J

9. URPlans ~ Description o1 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 lon to review standards and procedures, a UR plan must
disclose specific review crlte 'la,

11. Provide Ust of PayorS UR firms must provide to the state a list of third party psyors
for whom the private review 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: Alaska State Hospital & Nursing Home Assn.
Harlan Knudson - 586-1790, Juneau » 2-25-92

As of August, 1991 24 State Legislatures had bills introduced and hearings held
(Source, American Hospital Assn) on utilization review. The majority of these bills
regulate the operation of U.R. firms.

22 states have laws regulating UR agencies. Below are state criteria for regulation as of
October, 1990. MMT or STAK FI* SIAHITIS
onon mo
Stat# R fl A XT M to m HA"™ HC* FA" R VA
1IN0 10/1/90 1/1/91 1/1/9]I 9/30/09 1190 |jfe ™ . . VI9L . A/15/90 5/1/90 1/1/90
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DEVELOPMENT OF UTILIZATION REVIEW AGENTS:

Utilization review organizations originated in response to U.S. corporations frustrated
with the rising cast of health care. Private businesses and Hsurance compamnies
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.

- fiii:

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.
- - A
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.

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.
n i . ——em ..# SU L.
0 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.
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(as of April 1990)

The high costofhealth care isa major problem for the United States. Allwho pay -
employers, individuals, and government - are burdened by continual increases in health
expenditures. Moreover, escalation of health costs greatly complicates the task of finding
ways to provide coverage for the large number of Americans who are without either
public or private health insurance.

Although cost escalation has many causes, research shows thatone key problem is that
patients receive much care that isnot appropriate for their condition. Some get care that is
more intense and expensive than necessary. Others receive care that isnot beneficial and
may even be harmful. Eliminating such inefficiencies - which may account for 25 percent
ormore ofmedical expenditures - isclearly a critical objective, both asaway of reducing
costs and improving quality of care.

Payers of health care are aware ofsuch inefficiencies and are demanding more account-
ability and better performance from those who make health care decisions in order to as-
sure that patients receive good value for money spent. Increasingly, managed care is
recognized as the best mechanism for carrying out such improvements. The key objective
ofmanaged care is to assure that patients receive appropriate care, thatis, high quality
care efficiently provided in the least costly setting.

Because itisstill evolving, managed care embraces a variety ofexisting and developing
structures. It may be defined as systems that integrate the financing and delivery of
appropriate health care services to covered individuals by means of the following basic
elements:

0 Arrangements with selected providers to furnish a comprehensive set of health care
services to members;

o Explicitstandards for the selection of health care providers;
o Formal programs forongoing quality assurance and utilization review; and

o Significant financial incentives formembers touse providers and procedures
associated with the plan.

Managed care organizational structures are evolving in response to marketplace demands
and will continue to do so. Today"s structures include health maintenance organizations
(HMOs), preferred provider organizations (PPOs), and exclusive provider organizations
(EPOs), as well as mixed arrangements that combine elements of HMOs, PPOs and indem-
nity plans to accommodate employer and operating environment requirements.

Managed care plans arrange with selected providers to furnish health care services to plan
members. Explicitcriteria arc used for the selection of providers, and formal programs for
ongoing review of the quality and appropriateness of services are incorporated into the
plan.
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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
utilization review companies or subsidiaries. Corporations then hired these new firms
or subsidiaries to develop programs and review claims for payment. ' >v

POSITIVE RESULTS OF NEW FIRMS: J

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,

. 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:

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

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.

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.
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" Currently it Is impossible to, determine the basis for utilization review decisions. , Vv
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 itis  >if
Impossible to know if criteria Is being applied consistently. L

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 W
0 care.

0 The type and qualifications of personnel performing utilization review. y
- | - \'m

- R
0 Policies and procedures ensuring that applicable state and federal laws
* protecting confidentiality of individual medical records are followed.
y- P | .
- - m |
0 Procedures by which insurers, patients and providers may seek reconsideration
of adverse decisions. o -
e e
of a physician licensed in the applicable specialty area, when the review staff
guestions 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.» . Y/
t .

m » e



BACKGROUND:

DEFINITION:

STATE HEALTH
I NSURANCE

I SSUES

ISSUE: MANAGED CARE

(as of April 1990)

The high costof health care is a major problem for the United States. Allwho pay -
employers, individuals, and government - are burdened by continual increases in health
expenditures. Moreover, escalation of health costs gready complicates the task of finding
ways to provide coverage for the large number of Americans who are without either
public or private health insurance.

Although costescalation has many causes, research shows that one key problem is that
patients receive much care thatisnotappropriate for their condition. Some get care that is
more intense and expensive than necessary. Others receive care that is not beneficial and
may even be harmful. Eliminating such inefficiencies - which may account for 25 percent
ormore of medical expenditures - is clearly a cridcal objective, both asaway of reducing
costs and improving quality of care.

Payers of health care are aware ofsuch inefficiencies and are demanding more account-
ability and better performance from those who make health care decisions in order to as-
sure that padents receive good value for money spent. Increasingly, managed care is
recognized as the best mechanism for carrying outsuch improvements. The key objecdve
ofmanaged care is to assure that padents receive appropriate care, thatis, high quality
care efficiendy provided in the least cosdy setdng.

Because itissdll evolving, managed care embraces a variety ofexisdng and developing
structures. Itmay be defined as systems diat integrate the financing and delivery of
appropriate health care services to covered individuals by means of the following basic
elements:

0 Arrangements with selected providers to furnish a comprehensive set of health care
services to members;

0 Explicitstandards for the selecdon ofhealth care providers;
o Formal programs forongoing quality assurance and udlizadon review; and

0 significant financial incendves for members to use providers and procedures
associated with the plan.

Managed care organizadonal structures are evolving in response to marketplace demands
and will condnue to do so. Today's structures include health maintenance organizations
(HMOs), preferred provider organizadons (PP0s), and exclusive provider organizadons
(EPOs), as well as mb»ud arrangements that combine elements of HMOs, PPOs and indem -
nity plans to accommodate employer and operating environment requirements.

Managed care plans arrange with selected providers to furnish health care services to plan
members. Explicit criteria are used for the selection of providers, and formal programs for
ongoing review ofthe quality and appropriateness ofservices are incorporated into the
plan.
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GLOSSARY:

0 Legislation should nutestablish mappn ipnate barrieu- to insurer efforts to establish
effective utilization review programs and should require providers to make available,
ata reasonable cost, patient records and other information necessary to monitor cost
and quality of care. Monitoring medical practice patterns is critical to managing care. If
reviewers cannot get access to medical records at reasonable cost, or if excessive
restrictions are put in place to limit who does utilization review or what the process
will be, managed care plans cannot accomplish the critical task ofencouraging
providers to become more efficient

0 Insurerswho are negotiating to form provider papsls should not be compelled to
enroll every provider who wishes to be included. A key mechanism that managed care
plans use to constrain costs is to contract only with efficient providers. If plans are
required to include on their panels all willing providers, this critical element of control
is eliminated.

0 Statesshould not mandate that insurers cover services and categories of care, since
doing so often adds to costs and limns the plan’s ability to develop cost-effective
benefit packages. Research evidence shows that legislation that requires coverage of
certain provider categories or particular services generally causes a net increase in
costs. The buyers of insurance plans, not state government, should be the ones who
decide whatservices and provider groups should be covered. Legislation mandating
coverage of particular provider groups is often simply a reflection of that group's desire
to create demand for their own services asa way ofenhancing income.

HIAA supports the concept of physician peer review as a method of determining
appropriateness ofcare. In doing peer review, however, itisnot appropriate to rely solely
on local peer assessment. Studies of differences in patterns of medical practice from area
to area within a state demonstrate that the typical method of treatment in one commum tv
is often significantly different from thatin another community even though the conditions
ofthe patients are essentially identical. The differences, in other words, are not medically
justified. Thus, local habit or customary practice is not necessarily the best standard for
assessing medical appropriateness or necessity fora given treatment

The collective judgment of physicians who are experts in a given field and who have
done a systematic study of the scientific research must ultimately form the basis for deter-
mining what is appropriate care in a given situation. It is for this reason that HIAA sup-
ports the development of medical practice guidelines and protocols. When developed,
these can form a rigorous, scientifically defensible standard for educating physicians
aboutthe best medical practice and for judging the appropriateness of care.

Below isalistofsome ofthe current managed care structures now available:

Health Maintenance Organization (HMO): This was the original managed care arran-
gement, firstemerging as prepaid group practices in the 1930s. The name “health main-
tenance organization™ was coined in the early 1970s, and was given to 1973 federal
legislation promoting itsdevelopment. HMOSs provide:

0 Anorganized system for providing health care in a certain geographic area, as well
as responsibility for providing or otherwise assuring delivery of that care;

0 Anagreed-on setofbasic and supplemental health maintenance and treatment ser-
vices; and

0 A voluntarily enrolled group of people.

Inexchange for a setamount of premium or dues. HMOs provide all the agreed-on health
services to their enrollces; there are generally no deductibles and no or minimal copay-
ments. The HM O bears the risk if the cost of providing the care exceeds the premium
received. There arc now several types of HMOs

Health Insurance Association of America

1025 Connecticut Avenue NW.. Washington. DC 20036 ~ 202-223-77K0 ~  FAX 202-22)-"HY"



0 The staffmodel, where providers are directly employed by the HMO;

0 The group model, where medical groups contract with the HMO (Kaiser plans are
the best-known example of this type);

0 The independent practice association CPA), where the HM O contracts with
physicians in independent practice, or with associations of independent physicians.
IPA physicians frequently have arrangements with more than one HMO; and

0 The network model, which contracts with two or more independent group practices.

Preferred Provider Organization (PPO). A PPO consists of groups of hospitals and
providers that contract with employers, insurers, third-party administrators or other spon-
soring groups to provide health care services to covered persons and accept negotiated
fee schedules as payment for services rendered. There are different sponsoring arrange-
ments:

0 Hospital-sponsored PPOs, which often include a network of institutions in order to
coverawider geographic area, as well as many ofthe physicians on their medical
staffs;

0 Physician-sponsored PPOs, which are developed by local medical societies, other
local professional associations or clinics, or groups of physicians;

0 Third-party payer-sponsored PPOs, which include those initiated by conjnercial
insurers and Blue Cross and Blue Shield plans;

0 Entrepreneur-sponsored PPOs, which create a broker relationship with the
entrepreneur acting as an intermediary between the provider and payer of service;

0 Employer- or labor-sponsored PPOs, which contract directly with providers on
behalfoftheiremployees or members;

0 Otherprovider-sponsored PPOs, which are developed by nonhospital and non-
physician providers, such as dentists, optometrists, pharmacists, chiropractors and
podiatrists, through thefprofessional associations, local groups or clinics.

Exclusive Provider Organization (EPO). People belonging to an EPO must receive
their care from affiliated providers; services rendered by unaffiliated providers are not
reimbursed.

Polnt-of-Servlce Plans. Also known as open-ended HMOs or PPOs, these plans permit
insureds to choose providers outside the plan atany time yet are designed to encourage
the use of network providers. Ifa provider is affiliated with the HM O or PPO, the service
is covered (perhaps aftera modest copayment). Ifan out-of-network provider is chosen,
reimbursementmay be significantly reduced.

Anumberofmanaged care techniques are used to assure quality and appropriate care.
These include, butarc not limited to, quality assurance, utilization review, case manage-
mentand use ofa primary care physician. Although the combination ofelements will dif-
feramong plans, each managed care plan operates as an organized system where patient
services are subject to review and coordination by health professionals.

0 Quality assurance is a process by which amanaged care plan monitors and takes
action as necessary to assure that quality care is delivered by selected providers. The
process measures the extent to which quality has been attained and periodically
reevaluates health care to assure thatestablished standards are being met.



o Utilization review isa system of reviewing the medical necessity and appropriate-
ness of patient services within guidelines developed by physicians. Performed by
health care professionals, itiscomprised of several processes and may be used for
both inpatient and outpatient services. Processes may include preadmission cer-
tification, application of practice guidelines, continued stay review, discharge plan-
ning, second surgical opinion and 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 now evolving.

0 Preadmission certification isa process inwhich a health care professional (such as
a registered nurse) evaluates an attending physician§ request for a patient™s admis-
sion toa hospital by using established medical criteria.

0o Continued stay review, also called concurrent review, isa process whereby a review
organization continues toexamine medical information during a patient”s hospital
confinement todetermine the need for continued hospitalization.

o Discharge planning isa process inwhich a health care professional from a review
organization works with an attending physician and hospital staff to arrange for
appropriate discharge of a patient from the hospital, including a plan for the
patient 3 subsequent care. Itspurpose istodetermine when patients are ready togo
home, perhaps with the support of a nurse or other home health provider, or are
able to be transferred to a nursing home.

o Second surgical opinion programs require patients to seek asecond surgeon$g
opinion ifelective surgery isrecommended for certain conditions. Elective surgery is
defined as thatwhich can be avoided or delayed without undue risk to the patient
and which allows sufficient time toseek another opinion.

0 Retrospective review provides for the establishment of a utilization profile of inap-
proppriate care for monitoring trends and addressing excessive use or cost

Other managed care techniques include case management, which isa process that
provides a comprehensive plan of care and rehabilitation for oeople suffering from severe
conditions such as trauma, premature birthor AIDS. Through flexible interpretation of
plan provisions, case management coordinates the use of all appropriate types of therapy
and equipment in the most appropriate setting. Case management often supports alterna-
tives to institutional care, such as physical therapy and other ervices delivered in the
home, thatachieve better patientoutcomes at lower cost.

Inmany managed care plans, a primary care physician serves as the initial "creening, test-
ing, treatment and referral source for a patient. This physician oversees health care ser-
vices rendered to patients by other providers and assumes continuing responsibility for
the overall course of treatment.

Health Insurance Association of America
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HIAA POSITION:

Plans provide financial incentives for covered individuals to use providers who deliver
appropriate quality care. In some managed care plans, the cost ofservices is covered only
when health care is received from selected providers. Other managed care plans provide
individuals more latitude in the choice of providers. Out-of-pocket costs, however, are
usually higher when out-of-plan providers are chosen.

Some state legislators are concerned that managed care, including both contracting
arrangements with providers and utilization review techniques, could adversely affect the
quality of health care. Their concerns have been encouraged by some associations of
providers representing hospitals, physicians, dentists, pharmacists and allied health profes
sions. These groups have (drafted and advocated state legislative proposals thatwould
restrictor prohibit the operation ofmanaged care programs.

HIAA is firmly committed to he expansion of managed care programs and techniques in
orderto assure high-quality, cost-effective health care. Managed care systems have the
means to avoid unnecessary and inappropriate care.

Therefore, HIAA isopposed to legislation or regulations thatwould impose barriers to the
developmentand implementation of managed care in its current and evolving forms.
Legislation or regulation thatunduly limits insurers' ability to carry out rigorous utilization
review isone such barrier. Legislation that opposes utilization review takes many fc-ms,
butgeneially seeks to put inappropriate restrictions on who can conduct reviews and
what can be reviewed.

HIAA isalso opposed to legislation thatwould restrictan insurer's freedom to form net-
works or contract selectively with providers. Legislation that opposes networking also
takes many forms, but generally seeks to put restrictions on the ability to pay providers
anything but theirusual and customary fees, or to contract with a limited number of
providers.

HIAA believes:

0 Insurersshould be free to negotiate whatever price they can with providers. One im-
portantway to reduce costs is to he able to buy provider services at lower prices, and
managed care systems need to have freedom to negotiate lower prices. On the othei
hand, in some instances plans may wish to offer higher-than-usual fees to especially
efficient providers.

0 Insurersshould be able to pay providers in ways that create appropriate incentives. If
provider reimbursementsystems reward high-cost medical practice, itwill be very dif-
ficult to reduce costs. Managed care systems need to be able to alter reimbursement
incentives to reward efficient providers. Severe restrictions on capitation payment, for
example, are inappropriate and unwarranted.

0 State laws should not place artificial limits on the amountofconsumer costsharing that
can be imposed on PPO plan enrollees who choose to get care from off-panel
providers. Ifa PPO has a panel of providers that can provide needed high-quality ser-
vices more efficiently than other providers, it is entirely appropriate to require con-
sumers who choose not to use these efficient providers to pay the extra costs. HMOs,
which all states allow, do not pay anything when consumers receive care from non-
HMO providers.
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