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The American Medical Association (AMA) commissioned William M. Mercer, Incoiporated 
(Mercer) to develop an actuarial model (the “Model”) to assess the cost impact of managed 
care accountability legislation. The Model derives the estimates of cost impact from 
projections of medical services and malpractice claims experience.

The Model examines the impact of a Model Managed Care Accountability Law that contains 
the following three components:

■ A direct cause of action against health insurance carriers, HMOs, and managed care 
entities for damages caused by their failure to exercise ordinary care in making health 
care treatment decisions;

■ A prohibition on hold harmless and indemnification clauses in provider contracts; and

■ A prohibition on the use o f the corporate practice of medicine defense.

The Model was constructed using a general logic flow that begins with a population enrolled in 
an IPA or network model HMO that contracts with physicians or physician networks. The 
enrollment is distributed among commercial, Medicare, and Medicaid managed care programs. 
Mercer cost models produce medical service projections by physician subspecialty. Managed 
care organization (MCO) malpractice claim incidence is derived from the MCO medical 
services by physician subspecialty. Applying an average MCO malpractice award and legal 
expense to the malpractice claim incidence yields the change in MCO cost per member per 
month. This result is converted to a percent of MCO premium.

A complex array of formulas and quantitative and qualitative assumptions underlies the general 
logic flow. A technical committee formed by Mercer and the AMA, wliich included 
attorneys, economists, and actuaries, derived the assumptions from a review of the literature 
and an analysis of various data sets.

The Model takes into consideration a number o f variables thought to affect the impact of the 
Model Law. These vaiiables include (i) three levels o f legislative impact related to the impact 
of the Model Law’s prohibition of the corporate practice of medicine defense; (ii) two 
constructions of ERISA preemption to capture the extent to which the actions brought by 
enrollees of ERISA plans could be preempted by ERISA; (iii) alternative types of MCOs to 
account for different mixes of plan types found across the country; (iv) alternative enrollment 
mixes; and (v) three types of caps on malpractice awards to account for different state tort 
reform laws.
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Executive S u m m a r y

The Model produces the following estimates for the three levels of legislative impact for 
narrow and broad ERISA construction.

Increase as a Percent of MCO Premium -  No Cap on Awards

ERISA Preemption
Legislative Impact Narrowly Construed Broadly Construed

Significant 1.8% 0.5%
Moderate 1.2% 0.3%
Low 0.9% 0.2%
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Background

In order to estimate the impact of managed care accountability legislation, a model (the 
“ Model” ) was developed. The Model's general logic flow begins with a population enrolled 
in an CPA or network model HMO that contracts with physicians or physician networks. The 
enrollment is distributed among commercial (employer-sponsored), Medicare, and Medicaid 
managed care programs. William M. Mercer, Incorporated (Mercer) cost models produce 
medical service projections by physician subspecialty. Managed care organization (MCO) 
malpractice claim incidence is derived from the MCO medical services by physician 
subspecialty. Applying an average MCO malpractice award and legal expense to the 
malpractice claim incidence yields the change in MCO cost per member per month. This 
result is converted to a percent of MCO premium. The schematic below summarizes the 
general logic flow:

MCO Enrollment

r -

Medical Services

i

A complex array of formulas and quantitative and qualitative assumptions underlies the general 
logic flow. A technical committee formed by Mercer and the AMA, which included 
attorneys, economists, and actuaries, derived the assumptions from a review of the literature 
and an analysis o f various data sets, some in the public domain and others that are proprietary.

In early discussions, a number of approaches to developing cost estimates were reviewed, and 
the technical committee decided to construct the estimates from medical services projections 
and malpractice claims experience. This approach was selected over the alternative of using 
malpractice insurance premiums as the basis for projections. Malpractice insurance coverage 
varies significantly. Policies are sold with a variety of deductibles and coverage limits. Price 
changes usually reflect anticipated increases in claims, prior premium deficiencies, and profit 
margins. Thus, it was determined that using malpractice insurance premiums as the basis for 
cost estimates was not the best approach to determining the expected impact of managed care 
accountability legislation.
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M odel M anaged C are Accountability Law

The Malpractice Liability Assessment Model examines the imprct of a Model Managed Care 
Accountability Law (the “Model Law”). The Model Law applies to all managed care 
organizations, but does not apply to employers that sponsor group health plans.

Under the Model Law, an MCO is liable for damages caused to an enrollee by the MCO’s 
failure to exercise ordinary care in making health care treatment decisions. The Model Law 
defines a health care treatment decision as a determination made when medical services are 
provided by the plan and a decision that affects the quality of the diagnosis, care or treatment 
provided to the enrollees. As in other negligence actions, a plaintiff must demonstrate that the 
MCO breached its duty to exercise ordinary care, and that such breach was the proximate 
cause of the plaintiffs injury.

The Model Law also provides for a vicarious liability cause of action, under which an MCO is 
liable for damages caused by the health care treatment decisions made by its employees, 
agents, and representatives. In many states, MCOs are already subject to claims for 
malpractice under this type of vicarious liability theory. However, as discussed later in this 
report, MCOs assert a number of defenses to malpractice actions, including the corporate 
practice of medicine doctrine and the preemption of state law causes of action under the 
Employee Retirement Income Security Act of 1974 (ERISA). The Model Law prohibits 
MCOs from asserting the coiporate practice of medicine doctrine as a defense to malpractice 
actions. Whether a court will determine that ERISA preempts a cause of action under the 
Model Law when brought against an MCO contracting with an ERISA plan is unknown. As 
discussed later in this report, the Model accounts for the potential impact o f ERISA by 
considering both a broad and narrow construction of the preemption provisions.

The Model Law provides that, as a defense to a cause of action under either a direct 
negligence or vicarious liability theory, an MCO may assert that it did not control, influence 
or participate in the treatment decision, and did not deny or delay payment for any treatment 
recommended by a provider.

The Model Law also prohibits MCOs from including indemnification provisions in contracts 
with providers that would require the providers to hold the MCO harmless for the MCO’s 
conduct.
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Variables in the M o d e l

The Malpractice Liability Assessment Model takes into consideration a num. 'er of variables 
thought to affect the impact of the Model Law. Each of these variables and the reasons for 
including them are discussed below.

A. Legislative Impact

The Model considers three levels of legislative impact-significant, moderate and low - 
designed to reflect the impact of the Model Law’s prohibition of the corporate practice of 
medicine defense.

The corporate practice of medicine is a legal doctrine that may prevent a non-professional 
corporation, such as a general business corporation, from employing physicians. Although 
few states have statutes explicitly prohibiting the corporate practice of medicine, many states 
have a oody of older case law and Attorney General opinions that have established this 
doctrine.

The bar against the corporate practice of medicine is not enforced in all states. Where it is 
enforced, MCOs often assert the doctrine as a defense to malpractice actions, under the theory 
that MCOs are legally precluded from practicing medicine and, thus, are incapable of 
committing malpractice.

Research determined that states generally fall within one of three scenarios with respect to how 
the corporate practice of medicine doctrine is enforced:

■ Scenario 1: The state actively enforces a complete bar against the corporate practice of 
medicine.

■ Scenario 2: The state actively enforces a bar against the corporate practice of medicine, 
but excepts from the bar certain providers, such as hospitals, HMOs, and professional 
corporations.

■ Scenaiio 3: The state has no bar against the corporate practice of medicine or has a bar 
that is not enforced.

The Model Law prohibits MCOs from asserting the corporate practice of medicine doctrine as 
a defense. The impact of this prohibition is captured by the legislative impact variable. In a 
state that falls within Scenario 1, the Model Law is assumed to have the most significant 
impact because the corporate practice of medicine doctrine, which has served as an effective 
barrier to suits against MCOs, will no longer be available as a defense. A state that falls 
within Scenario 2 will experience a more moderate impact from the Model Law, based on the 
assumption that some MCOs already have been exposed to malpractice liability. In a state that
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Variables in the M o d e l

falls within Scenario 3, the Model Law has the least impact, because the state has not 
recognized the bar against the corporate practice of medicine as a barrier to actions against 
MCOs.

B. ERISA Preemption
The Model considers two constructions of ERISA preemption-broad and narrow. ERISA 
limits the ability of states to regulate employee benefit plans, including health benefit plans, 
and establishes the federal government as the primary regulator of these plans. ERISA 
preempts all state laws that relate to employee benefits, although the statute expressly 
preserves states’ ability to regulate the business of insurance. Under this framework, claims 
appeal procedures are regulated at the federal level, and MCOs that offer a product through a 
health benefit plan are often protected by ERISA from state court litigation.

While there is an increasing trend toward allowing state malpractice claims against MCOs that 
are based on the quality o f care-as opposed to the quantity of care-it is unclear whether a 
court would rule that the Model Law is preempted by ERISA. Given this uncertainty, the 
Model is designed to capture how broadly ERISA preemption is construed. If  ERISA 
preemption is broadly construed to preempt all actions against MCOs by ERISA enrollees 
other than claims for vicarious liability arising from alleged malpractice of a provider, the 
MCO liability exposure from ERISA enrollees remains limited. Alternatively, if ERISA 
preemption is narrowly construed to allow vicarious liability and direct negligence actions 
against MCOs by ERISA enrollees, the MCO liability exposure from ERISA enrollees is 
expanded.

A substantial percentage of MCO enrollees are in employer-sponsored plans. For this set of 
calculations, the Model assumes that 90% of the MCO enrollees are covered under an ERISA 
employee benefit plan. This percentage varies significantly across states. Thus, the extent to 
which ERISA enrollees may bring a state law cause of action against MCOs will have an 
impact on results of the Model.

C. Type of MCO

The Model considers alternative types of MCOs to account for the different mix of plan types 
found across the states. The Model assumes that the Model Law will have the least impact on 
staff model HMOs, because they have already been subject to vicarious liability malpractice 
claims based on their direct employment of physicians. EPA/network model HMOs (with 
which preferred provider organizations (PPOs) are included) will, conversely, experience a 
greater impact from the Model Law because they have generally not been subject to vicarious 
liability claims.

W illiam  M . M ercer, Incorporated  and
A m erican M edical A ssociation Page 6



Variables in the M o d e l

It is assumed that a staff model HMO will incur 30% of the additional liability incurred by 
IPA/network model HMOs. Based on industry reports, it is also assumed that 96% of 
enrollment in MCOs is in IPA/network model HMOs and the remaining 4% of enrollment is 
in staff model HMOs.

D. MCO Enrollment Mix

The Model allows for different mixes of commercial, Medicaid, and Medicare enrollment. 
Medical services vary in nature and intensity for each of these populations. Medicaid 
enrollees, predominantly mothers and children, require considerable obstetric and pediatric 
services. Medicare enrollees, on the other hand, typically require more cataract surgery and 
joint replacements than other populations. These variations in medical needs impact the 
malpractice liability exposure associated with each population.

E. Caps on Malpractice Awards

The Model considers three types of caps on damage awards to account for different state tort 
reform laws. The Model provides estimates for (i) no cap, (ii) a cap o f $250,000 on non­
economic damages with no cap on economic or punitive damages, and (iii) a cap of $500,000 
on non-economic damages with no cap on economic or punitive damages. While there are 
numerous variations in state law with respect to damage caps, research indicated that the 
alternatives selected were representative of many states.
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T h e  Malpractice Liability Assessment M o d e l

A. Expected MCO Malpractice Claim Incidence

The Model derives the expectjd MCO malpractice claims for three categories of enrollment: 
commercial, Medicare, and Medicaid. There are significant differences in the nature and 
intensity of the medical services provided to each of these populations. Mercer claim cost 
models provide medical services distributions by physician subspecialty for each of these 
populations.

Services for the three categories of enrollees provided by physicians are measured in terms of 
RVUs (relative value units). 'these units reflect both the frequency and complexity of the 
services provided. Total RVUs quantify a physician’s annual practice in terms of volume and 
complexity. Studies provide the average number of RVUs for a given specialty. Comparing 
the RVUs provided annually by physicians to the number reflected by an MCO’s medical 
services experience yields the share of a physician’s practice dedicated to providing health 
services to MCO members. The MCO's share of a physician’s practice translates to a share of 
the physician’s professional liability exposure. For example, if 1,000 members require 90 
RVUs of cardiology services annually and a cardiologist, on average, performs 9,000 RVUs 
per year, the members’ services occupy 1 % of a cardiologist’s practice. We assume, 
therefore, that MCO members account for a 1 % share o f a cardiologist’s professional liability. 
Assuming the annual incidence of professional liability claims for a cardiologist is 0.169, the 
annual incidence per 1,000 MCO members is 0.00169 (0.01 x 0.169).

Since this teclmique maps only physician professional liability claims to MCO members, 
another adjustment is required to assign hospital liability claims to MCO members. The 
estimated ratio of the total physician and hospital liability claims to physician professional 
liability claims is 1.14. Applying this factor to the annual incidence of physician professional 
liability claims per 1,000 members produces an estimate of the incidence of claims that 
includes both physician and hospital liability claims.

In addition, assumptions were developed regarding the expected incidence of malpractice 
claims against MCOs. To bring an action against an MCO, the MCO must somehow 
participate in the health care treatment decision, by denying or delaying payment or otherwise 
controlling or influencing the decision. Many malpractice claims will be based exclusively on 
the physician’s or hospital’s conduct, and will not meet this threshold. Because this is a new 
area of law, there is a paucity of data available on MCO malpractice claims.

To develop reasonable assumptions on the percent of existing malpractice claims that will 
become MCO claims following enactment of the Model Law, the technical committee 
considered the expected incidence of MCO malpractice claims under the three legislative 
impact scenarios. Direct negligence claims are introduced separately. The Model assumes 
that existing claims against physicians and hospitals will remain the same, and makes the
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T h e  Malpractice Liability Assessment M o d e l

following assumptions for additional vicarious liability claims against MCOs.

Percent of Malpractice Claims that 
Legislative Impact for the State Become MCO Claims

Significant Impact 20%

Moderate Impact 10 %
Low Impact 5 %

Thus, under the scenario in which the Model Law will have the most significant impact in 
eliminating existing barriers to suits against MCOs, a maximum of 20% of the existing 
malpractice claims against hospitals and physicians are assumed to be asserted against MCOs 
on the basis o f vicarious liability. In the low legislative impact scenario, it was assumed that 
5 % of the existing malpractice claims would be asserted against MCOs. This range is 
attributable to the relationship between existing bars to the corporate practice of medicine and 
the incidence of vicarious liability claims against MCOs.

The Model Law also allows for a direct negligence theory of liability that is not necessarily 
linked to physician or hospital malpractice, and requires a threshold showing that MCO 
conduct was the proximate cause of injury. Direct negligence claims are assumed to arise in 
addition to claims against physicians and hospitals. It is assumed that there will be a 10% 
increase over existing malpractice claims against physicians and hospitals for all legislative 
impact scenarios. Unlike the expected incidence of vicarious liability claims, it is assumed 
that the incidence of direct negligence claims is not linked to the corporate practice of 
medicine doctrine. Rather, the availability of a cause of action on direct negligence grounds is 
based directly on enactment of the Model Law. Therefore, the expected incidence of direct 
negligence claims is constant across the three legislative impact scenarios.

To illustrate this approach, the calculation of malpractice claims is shown for an MCO with 
one million members. This calculation is for a commercial (employer-sponsored) population, 
and would be repeated for Medicare and Medicaid enrollees by assigning a different number of 
physician professional liability claims.

M CO Claims In  a State In  Which Model Law Has a Significant Impact

Calculation Steps Malpractice Claims

Physician malpractice claims involving MCO members 147.4

Physician and hospital malpractice claims 147.4 x 1.14 = 1 6 8
Vicarious liability claims against MCO 168 x .20 =  33.6

W illiam  M . M ercer, Incorporated  and
A m erican M edical A ssociation  Page 9



T h e  Malpractice Liability Assessment M o d e l

Direct negligence claims against MCO 

MCO malpractice claims

168 x .10 =  16.8 

33.6 +16.8 =  50.4

The incidence of MCO claims is also related to ERISA preemption. The following 
assumptions were made regarding the incidence of MCO claims under the broad and narrow 
constructions of ERISA preemption.

B. Average Award per MCO Malpractice Claim

After the MCO malpractice claim incidence is estimated, the Model then determines the 
average cost of an MCO malpractice claim. The distribution of awards was developed from 
statistics in “ Civil Jury Cases and Verdicts in Large Counties,” Bureau of Justice Statistics, 
July 1995. The award amounts include verdicts in the Nation's 75 largest counties for 
physician and hospital malpractice awards. The technical committee determined that hospital 
data should be included in deriving the average award for MCOs based on certain similarities 
between the types of organizations. For example, like hospitals, MCOs are an institutional 
provider, subject to vicarious liability claims, and generally cany higher insurance coverage 
than physicians as a result of their potentially greater financial exposure.

Another study published by Tillinghast-Towers Perrin, “Tort Cost Trends: An International 
Perspective,” reports that physician malpractice award payments account for approximately 
63% ($6.6 billion/$10.5 billion) of the total malpractice payments. The 63% is based on 1995 
award payments. This percentage has been fairly stable over the last several years. A study of 
hospital malpractice claims in Ohio, published in the Journal of Healthcare Management 
entitled “ 11 Years of Million-Dollar Malpractice Claims, ” provides information that reveals 
that 67% of the hospital malpractice claims include physicians as a principal party in the case. 
Collectively, these statistics suggest that physicians are defendants in 80-90% of medical 
malpractice cases. This supports using physicians as the primary means to link malpractice 
claims to MCOs.

The malpractice awards data from the Bureau of Justice Statistics included the following 
statistical characteristics for cases with plaintiff awards.
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T h e  Malpractice Liability Assessment M o d e l

Original Awards Distribution

Median Award 

Average Award 

Awards over $250,000 

Awards over $1,000,000

$201,000

$1,484,000

47.1%

24.8%

Because the data includes hospital awards, which account for a significant percentage of the 
awards in excess of $1 million, the awards distribution is substantially higher than what would 
be expected from physician awards.

The original awards distribution was adjusted to:

1. Remove the influence of damage caps (the distribution is adjusted for caps on damages 
after steps (2) and (3));

2. Reflect the increasing number of $1 million plus awards observed over the last several 
years; and

3. Accommodate the expectation that MCOs will be subject to higher malpractice awards 
than physicians.

Adjusting the original malpractice claim distribution was an iterative process. Each iteration 
was compared to information from various sources as described below. This change produced 
the following:

Adjusted Awards Distribution for MCOs

Median Award 

Average Award 

Awards over $250,000 

Awards over $1,000,000

$875,000

$1,718,600

82.0%

52.0%

To test the reasonableness of the adjusted awards distribution, we compared the statistics to 
other sources. The Health Care Liability Alliance reported that 50% of the medical
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T h e  Malpractice Liability Assessment M o d e l

malpractice awards in 1994 were between $120,000 and $1,300,000. The Model’s adjusted 
malpractice award distribution produces a comparable statistic of 55 %. The 1994 California 
Medical Malpractice Large Loss Trend Study reported that the average cost for claims over 
$1,000,000 was approximately $2.5 million over five years. The comparable statistic for the 
adjusted claims distribution is $2,875,000. Given the adjustment made to account for MCOs’ 
greater financial resources and the observed growth of $1 million plus awards, the distribution 
produces reasonable results. Jury Verdict Research similarly reported a median physician 
malpractice claim cost of $500,000 for 1994. The adjusted claims distribution produces a 
somewhat higher median claim cost of $874,000. Again, considering the Model’s 
adjustments, the median derived from the adjusted award distribution appears appropriate. 
Although the data used in these comparisons were not perfectly compatible, the comparisons 
were determined to be sufficient to support the reasonableness of the adjusted malpractice 
awards distribution.

Because the awards distributions are based only on plaintiff awards, the statistics must be 
converted to an average for all claims. The Model takes into account the prevailing 
assumption that plaintiffs are successful in 25 % of the cases. Therefore, the average award is 
multiplied by 25 % to arrive at an average for all cases.

Average Cost per M C O  Award

Source Pla./itiff Verdict All Awards

Bureau of Justice Statistics $1,484,000 $371,000
Adjusted Claims Distribution $1,718,600 $429,651

The Model’s figure for all claims ($429,651) is applied to the expected MCO malpractice 
claims incidence to produce the estimated malpractice liability. Legal expenses are assumed to 
average $125,000 over all suits.

C. Per Member Per Month Cost Calculation

The MCO malpractice claim incidence and average award per claim translate to a cost per 
member per month (PMPM).

Cost PMPM =  (MCO Malpractice Claim Incidence per 1,000 members)
x

(Average Award + Legal expense) 11,000 members/12 months

Substituting factors in the formula further illustrates the calculation for an IPA model with 
commercial enrollment.
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T h e  Malpractice Liability Assessment M o d e l

Cost PMPM =  .0504 x ($429,651 + $125,000) / 12,000 =  $2.33 PMPM

Using the variables outlined above, this estimate is for an IPA/network model HMO in a state 
in which the Model Law has a significant impact. The MCO malpractice claim incidence will 
be lower in the moderate and low impact scenarios, thus producing a lower cost PMPM.

This illustrative calculation is for commercial (employer-sponsored) programs. Similar 
formulas are applied to derive costs PMPM for Medicare and Medicaid managed care 
programs. The cost PMPM is converted to a percent of premium increase.

D. Additional Assumptions

The Model is designed to assess the direct costs associated with the legislative changes that 
increase malpractice liability exposure. Specifically, the Model estimates the increase in 
malpractice exposu.e and the expenses involved in defending against these claims.

Indirect costs may result from an increase in MCO malpractice liability exposure, such as the 
cost of defensive medicine. The Model does not include an adjustment for the cost of 
defensive medicine. It was determined that an adjustment was not warranted for several 
reasons. Physicians, hospitals and other providers, including MCOs, albeit to a lesser extent, 
have been subject to malpractice liability for many years, and, as such, many of the costs of 
defensive medicine are already reflected in current claims experience. In addition, MCOs in 
many states already are subject to consumer protection laws and customer demand for managed 
care accountability. Thus, many MCOs already have adapted their patterns of care delivery to 
respond to these demands. At the same time, given the motivation in a managed care 
environment to control costs in order to increase enrollment and remain competitive, defensive 
medicine practices may not be as prevalent as in a fee-for-service environment. In today’s 
competitive environment, the motivation to control costs may prevail even if the business risk 
of malpractice suits increases. Moreover, relative to individual physicians, MCOs are better 
able to manage and bear risk--a fact that should lessen the likelihood and extent of defensive 
medicine on the part of these organizations. Lastly, any increase in utilization as a result of 
the Model Law would likely be offset by a decrease in malpractice liability. Few estimates of 
defensive medicine take this offset into account.

E. Cost Impact Estimates

Exhibit 1 summarizes the variables and assumptions applied in the Model. Exhibits 2, 3, and 4 
provide cost projections for each of the legislative impact scenarios based on the corporate 
practice of medicine doctrine (i.e., significant, moderate, and low impact).
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T h e  Malpractice Liability Assessment M o d e l

For each scenario, the estimates are provided for the alternative constructions of ERISA 
preemption (i.e., narrowly construed and broadly construed) and for the three alternative caps 
on damages. Hypothetical enrollments are applied that can be adjusted to account for 
individual st2te variation. The Model is designed to accommodate state-specific assessments.
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Average MCO malpractice award for all filed claims 

Average legal expense per malpractice claim 

Plaintiff success rate

Ratio of physician and hospital claims to physician claims

MCO claim incidence: broad vs. narrow ERISA preemption 
(Applies only to employer-sponsored programs)

Additional direct negligence malpractice claims against MCOs

Increase in malpractice claims in staff model vs. IPA/network modol

Total premium PMPM (Source: Mercer Cost Model)
Commercial
Medicare Managed Care 
Medicaid Managed Care

Model Assumptions

Assumptions in Ail Legislative Impact Scenarios

Enrollment Assumptions
IPA/Network 96%
Staff Model 4%

Commercial
Medicare Managed Care 
Medicaid Managed Care

Exhibit 1

$ 429,651

$ 125,000

25% 

1.14

5%

10%

30%

139.17
309.35
111.84

90%
5%
5%

Legislative Impact Scenarios • Percent of Malpractice Claimants Who Will Sue MCO

Significant Impact 

Moderate Impact 

Low Impact

20%

10%

5%



Model Law Cost Estimates for Significant Legislative Impact Scenario
Exhibit 2

Enrollment by Payor

ERISA Preemption Narrowly Construed 
Enrollment Premium Additional Percent 
Distribution PMPM Cost PMPM Channo

ERISA Preemption Broadly Construed 
Premium Additional Percent 
PMPM Cost PMPM Change

Employer Sponsored 

Medicare Managed Care 

Medicaid Managed Care

90S $ 139.17 4 Z33 1.67S

5% $ 309.35 4 7.19 2.32S

5% $ 111.84 4 4.36 3.89S

Payor Composite Increase 1.83S

4 139.17 4

4 309.35 4

4 111.84 4

0.12

7.19

4.36

0.09S

Z32%

3.89S

0.47S

IPA/Network 

Staff Model

96%

4%

MCO Typo Composite Premium Increase 
(No Damage Caps)

1.83S

0.55%

I 1.78% |

0.47%

0.14%

I 0.46% |

Altomalivo Cap? on Damages 

No cap

4500.000 on lion-economic damages

4250.000 on noneconomic damages

1.78%

1.07%

0.92%

0.46%

0.28%

0.24%



Exhibit 3

Model Law Cost Estimates for Moderate Legislative Impact Scenario

Enrollmont by Payor

Employer Sponsored 

Medicare Managed Care 

Medicaid Managed Care

ERISA Preemption Narrewfy Construed 
Enrollmont Premium Additional Percent
Distribution PMPM Cost PMPM Change

90% $ 139.17 4 1.55 1.12%

5% 4 309.35 4 4.79 1.55%

5% 4 111.84 4 2.90 ZG0%

Payor Composite Increase 1.22%

EBISA PreamptinnBrcadly-Cflnstnwd 
Premium Additional Percent 
PMPM Cost PMPM Change

4 139.17 4 0.08

4 309.35 4 4.79

0.08% 

1.55%

4 111.84 4 2.90 2.60%

0.31%

Enrollment bvMCQ-TvPB 

IPA I Network 

Staff Modal

96%

4%

MCO Typo Composite Premium Increase 
(No Damage Caps)

1.22% 

0.37% 

1.19% |

0.31%

0.09%

I 0.30% |

Alternative Caps on Damages 

No cap

4500.000 on non-economic damages

4250.000 on non-economic damages

1.19%

0.71%

0.61%

0.30%

0.18%

0.15%



Model Law Cost Estimates for Low Legislative Impact Scenario
Exhibit 4

Enrollment by Payor
Enrollment
Distribution

cnitfH riowiivii
Premium
PMPM

UN HOIMJWIY VUIIil

Additional 
Cost PMPM

Percent
Change

Premium
PMPM

Additional 
Cost PMPM

Percent
Change

Employer Sponsored 90% $ 139.17 $ 1.17 0.84% $ 139.17 $ 0.06 0.04%

Medicare Managed Cere 5% $ 309.35 $ 3.59 1.16% $ 309.35 $ 3.59 1.16%

Medicaid Managed Core 5% $ 111.84 $ 2.18 1.95% $ 111.84 $ 2.18 1.95%

Payor Composite Increase 0.91% 0.23%

Enrollment bv.MCOJyfio

IPA / Network 96% 0.91% 0.23%

Staff Model 4% 0.27% 0.07%

MCO Typo Composite Promium Increase 
(No Damaoe Cops)

| 0.88% | I 0,22% j

Alternative Gaos on Damanes 

No cap

$500,000 on non economic damages 

$250,000 on non economic damages

0.88%

0.53%

0.46%

0.22%

0.13%

0.12%
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Blue Cross 
Blue Shield of Alaska
A n g S t u s s n s  S &

February 2, 2000

Representative Norman Rokeberg 
PO Box 221721 
Anchorage, AK 99508

Dear Representative Rokeberg:

As you recall, last Fall you sat down with me and Jerry Reinwand to discuss your bill, 
HB 211, the “Patients’ Bill o f  Rights”. We appreciate the time we have worked together 
on this bill with the goal o f providing Alaskans with the best healthcare coverage 
possible.

As we discussed at that meeting, Blue Cross Blue Shield of Alaska (BCBS o f AK), is 
supportive o f a number o f concepts in HB 211. However, we do have concerns with 
aspects o f  the bill that have the potential to substantially drive up costs in Alaska to our 
approximately 100,000 subscribers, while at the same time, not creating a corresponding 
improvement in the health care delivery system.

BCBS of AK does support concepts in the bill dealing with patient and health care 
provider protection; required contract provision; confidentiality and external health care 
appeals. We do believe, however, that we need to continue working together on the 
language in these sections so that the final bill will benefit both the health care delivery 
system and our subscribers.

At a time when the national uninsured population is reaching almost 50 million and when 
national statistics reflect that more and more employers are making the decision NOT to 
provide healthcare to their employees, BCBS of AK cannot support sections in the bill 
relating to liability and concepts relating to any willing provider. We believe that this is 
not the time to address these issues in light of these trends.

BCBS o f AK has historically provided high quality coverage to Alaskans. We have also 
focused on holding down health care costs to the highest degree possible. Recent studies 
by the Congressional Budget Office and the firm of Milliman & Robertson have shown 
that similar Patients’ Bill o f Rights Legislation at the Federal and Washington State level 
will increase insurance premiums by as much as 4 %. To put that percentage into 
perspective, for BCBS o f AK members, the passage of this bill has the potential to 
increase Alaska premiums by $5.6 million not including the 30,000 individuals covered 
under the Federal program. This would be on top of the 12% increase that Alaska State’s 
health benefit consulting firm o f Watson Wyatt has projected.



As you know, Congress has been debating these same issues. A  conference committee 
on the Federal Patients’ Bill of Rights will start meeting within the next few weeks, if not 
earlier. W e  should know the outcome of that conference committee prior to the Alaska 
Legislature’s adjournment and I would like to recommend that the Alaska Legislature 
consider holding off the passage of H B  211 until we know the outcome of this conference 
committee at the Federal level. To pass a bill in Juneau that will be different than what 
will be required of the approximately 60% of Alaskans that are covered under the ERISA 
law could create a two-tiered system of health care for Alaskans. It could also result in 
increased expenditures in administrative costs that are better spent in increased health 
care delivery.

Thank you for your consideration of our thoughts. W e  look forward to working with you 
in establishing a Patients’ Bill of Rights that will enhance healdicare for all Alaskans, 
while not increasing cost to a point where it becomes unaffordable for many residents.

Sincerely,



FEB- 1-00 TUE 9:34. AM

February 1,2000

Honorable Norm Rokeberg
State o f Alaska
House o f Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in E ndocrinology ■ I practice in 
Anchorage, AK at Providence hospital. 1 am writing to ask for your support in 
advocating the following aspects o f HB211:

1. Require managed care insurance companies to allow Alaska's patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review o f  claims 
denied or reduced based on a insurance company’s determination o f the lack 
of “medical necessity."

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

In te rn a l M edicine/

C & M

Sincerely,

f f e f



FEB-08-00 TUE 08:42 AM FAX: PAGE 1

MARY P. DeMERS, D.O., M.P.H.

Occupational Medicine 
Internal Medicine

3300 Providence Drive, Suite 202 
Anchorage, AK 99608 

Telephone: (907) 261-5070

February 1, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

1 am a private practice physician specializing in JDn/tvyuU M ed  . 1 practice in 
Anchorage, AK at fryirv £ c] 'iMJjj hospital. I am writing to ask for your support in 
advocating the following aspects of HB211;

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination of the lack 
of “medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health carc decisions they might make.

Sincerely,

R E C E IV E D

FEB 0 7 2000



MICHAEL B. ARMSTRONG, M.D.
Dlplomate American Board of Internal Medicine

Subspecinlly of Rheumatology 
284) DeBarr Rd.. Suite 44 
Anchorage, Alaska 99508

telephone: (907) 277-1375
Fax: (907) 277-1376

F e b r u a r y  3 , 2000

H o n o ra b le  Norm R o k e b e rg
STATE OF ALASKA
H ouse o f  R e p r e s e n t a t i v e s
C h a irm a n , H o u se  L a b o r  & Commerce C o m m ittee  
S t a t e  C a p i t o l  
J u n e a u ,  AK 9 9 8 0 1 -1 1 8 2

R e: HB211 - R e g u l a t i o n s  o f  M anaged C a re  I n s u r a n c e  P la n

D e a r  R e p r e s e n t a t i v e  R o k e b e rg :

I  am a  p r i v a t e  p r a c t i c e  p h y s i c i a n  s p e c i a l i z i n g  i n  r h e u m a to lo g y .
I  p r a c t i c e  i n  A n c h o ra g e , AK, a t  A la s k a  R e g io n a l  H o s p i t a l  an d  
P r o v id e n c e  H o s p i t a l .  I  am w r i t i n g  t o  a s k  f o r  y o u r  s u p p o r t  i n  
a d v o c a t in g  t h e  f o l l o w i n g  a s p e c t s  o f  HB11:

1 . R e q u i r e  m an ag ed  c a r e  i n s u r a n c e  c o m p a n ie s  t o  a l lo w  
A l a s k a 's  p a t i e n t s  t o  c h o o s e  t h e i r  t r e a t i n g  p h y s i c i a n s ,  
r e a s o n a b l e  c o n t i n u a t i o n  o f  c a r e  b y  t h e  p a t i e n t ' s  
p h y s i c i a n ,  a n d  f o r  t h e  m e a n in g f u l  e x t e r n a l ,  n e u t r a l  
r e v ie w  o f  c l a im s  d e n ie d  o r  r e d u c e d  b a s e d  on an  
i n s u r a n c e  c o m p a n y 's  d e t e r m i n a t i o n  o f  t h e  l a c k  o f  
" m e d ic a l  n e c e s s i t y " .

2 . P r o v id e  a  m o re  " l e v e l  p l a y i n g  f i e l d "  i n  t h e  c o n t r a c t u a l  
a r r a n g e m e n ts  b e tw e e n  A l a s k a 's  p h y s i c i a n s  a n d  t h e  l a r g e  
m an ag ed  c a r e  h e a l t h  i n s u r a n c e  c o m p a n ie s .

3 . H o ld  m an ag ed  c a r e  h e a l t h  i n s u r a n c e  c o m p a n ie s  a c c o u n ta b l e  
f o r  t h e  n e g l i g e n t  h e a l t h  c a r e  d e c i s i o n s  t h e y  m ig h t  m ake.

\ S i n c e r e l y ,

M ic h a e l  B. A rm s tro n g ,  M .D ., F . a^ . R  
D ip lo m a te
A m e ric a n  B o a rd  o f  I n t e r n a l  M e d ic in e  
S u b s p e c i a l t y  o f  R h e u m a to lo g y

M B A /la l



February 1, 20^*0

J-Ionorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau. A K  99801-1182

Dear Representative Rokeberg:

I am a private practice physician specializing in ■ I practice in
Anchorage, AK at P aou hospital. I am writing'to ask for your support in
advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination o f the lack 
of “medical necessity.”

2. Provide a more “level playing field" in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

Re:

Sincerely,

Z O 'd t^ 0 Z Z - I 9 S ( Z 0 6 ) SdV  V Z O : i I  O O - IO - q a d



Alaska Medical Plaza
1201) Airporl I lc*ij_*lH.s Drive. I/280A 

Anehonif’c. Alaska 99508 2955 
(907) 264 2317 (800) 818-2229 

I'ax (907) 20 ) 2320

F e b r u a r y  1, 2 000

H o n o r a b l e  N o r m  R o k e b e r g

S t a t e  of  A l a s k a

H o u s e  o f  R e p r e s e n t a t i v e s

Ch a i rm an , H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e  

S t a t e  C a p i t o l  

Juneau, A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  Ro keberg,

I m o v e d  t o  A l a s k a  i n  1984 to e n t e r  th e p r i v a t e  p r a c t i c e  o f  m e d i c i n e .  I 

p r a c t i c e  o u t  o f  b o t h  P r o v i d e n c e  a n d  A l a s k a  R e g i o n a l  H o s p i t a l s .

I a m  e n c o u r a g i n g  y o u  to s u p p o r t  HB211.

T h i s  b i l l  w i l l  h e l p  k e e p  the p l a y i n g  f i e l d  l evel a n d  h e l p  k e e p  i n s u r a n c e  

c o m p a n i e s  a c c o u n t a b l e .  It w i l l  a l l o w  p a t i e n t s  t o  k e e p  c o n t i n u i t y  of care w i t h  

the  p h y s i c i a n  of t h e i r  choice.

T h a n k  y o u  f o r  y o u r  t h o u g h t f u l  c o n s i d e r a t i o n .

R e :

R E C E IV E D  

FEB 8 7 2000



JO H N  S C H U L T Z , D .O .
Diplomate of the American board of dermatology 

4 0 4 8  L A U R E L  S T R E E T ,  S U I T E  3 0 1  

A N C H O R A G E ,  A L A S K A  9 9 5 0 8

T e l e p h o n e  ( 9 0 7 )  5 6 2 - 2 5 1 0

F e b ru a ry  3 , 2000

H o n o rab le  Norm Rokeberg
S t a t e  o f  A lask a
House o f  R e p re s e n ta t iv e s
C hairm an, House Labor and Commerce Com m ittee
S t a t e  C a p i to l
Ju n ea u , AK 99801-1182

Re: HB211 -  R e g u la tio n s  o f  Managed C are  In s u ra n c e  P lan  

Dear R e p re s e n ta t iv e  R okeberg:

I am a p r i v a t e  p r a c t i c e  p h y s ic ia n  s p e c i a l i z in g  in  d e rm a to lo g y . I p r a c t i c e  in  
A nchorage, AK on L a u re l S t r e e t .  I  am w r i t in g  to

1 . R eq u ire  managed c a r e  in s u ra n c e  com panies to  a llo w  A la s k a 's  p a t i e n t s  
t o  ch o o se  t h e i r  t r e a t i n g  p h y s ic ia n s ,  r e a s o n a b le  c o n t in u a t io n  o f  c a re  
by  th e  p a t i e n t ' s  p h y s ic ia n  and f o r  a m e a n in g fu l e x t e r n a l ,  n e u t r a l  
rev ie w  o f  c la im s  d e n ie d  o r  red u ced  b a se d  on an in s u ra n c e  com pany 's 
d e te r m in a tio n  o f  th e  la c k  o f  "m ed ic a l n e c e s s i t y . "
2 . P ro v id e  a more " l e v e l  p la y in g  f i e l d "  in  th e  c o n t r a c tu a l  
a rra n g e m e n ts  betw een A la s k a 's  p h y s ic ia n s  and th e  l a r g e  managed c a r e  
h e a l th  in s u ra n c e  co m p an ies .
3 . Hold managed c a r e  h e a l th  in s u ra n c e  com panies a c c o u n ta b le  f o r  th e  
n e g l ig e n t  h e a l th  c a r e  d e c is io n s  th e y  m ig h t make.

S in c e r e ly ,

John S c h u l tz ,  D.O.
JS :jm  R E C E IV E D

FEB 0 7 2000



FROM : DR OUEN BELL FPX NO. : 9075611429 Feb. 03 2000 0 5 : 17PM PI

A la s k a  P h y s ic ia n s  & S u r g e o n s , Inc.
4120 Laurel Street, Ste. 206 

Anchorage. Ak 99508 
Phone: 907-561-7705 Fax: 907-561-7704 

Email: akphy$@alaska.net

 Alaska Physicians & Surgeons Members:

This Friday, February 4, 2000 there will be a hearing in Juneau regarding HB211 the 
"Alaska State Patients Bill of Rights.” HB211 has many important provisions that will 
benefit physicians and patients in Alaska including: the AMA definition of medical 
necessity, a prudent layperson standard for emergency services, a neutral external 
appeal of denied claims, a point of service option, and a prohibition on gage clauses 
and on all products clauses.

Attached is a form letter for Individual APS members to put on your own letterhead, and 
fax to Representative Norm^)sfi îg4>y450QnF February 4th. Representative 
Rokeberg'sfax numberJ^§0%465-2040.

Please support APS in its>ffarl^4mpno\^^ of health care for all Alaskans,

Tuesday, Feb. 1,2000

URGENT ACTION MEMO

R E C E IV E D  

FEB 0 3 2000

TO-H t-0/y-TQC;<V06> wc7.*tt n n -T A -n a j



FROM : DR OWEN BELL FAX NO. : 9075611429 Feb. 03 2000 0 5 : 19PM PI

Owen R. Bell, M.D. 
Wendy Thon, ANP, RN-C 

Martha Linden, CNM, MSN
Professional Corporation

February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: H B211 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private physician specializing in Obstetrics and Gynecology. I practice in 
Anchorage, AK at Providence Hospital. I am writing to ask for your support in advocating 
the following aspects of H B 211:

1. Require managed care insurance companies to allow Alaska's patients to 
choose their treating physicians, reasonable continuation of care by the 
patient's physician, and for a meaningful external, neutral review of claims 
denied or reduced based on an insurance company's determination of the 
lack o f "medical necessity".

2. Provide a more "level playing field" in the contractual arrangements between 
Alaska's physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

Sincerely, "T/^siA i f

Owen R. Bell, MD

ORB:jlk

2501 E. 42nd Avenue •  Anchorage, Alaska 00508 • (907) 561-1925 ♦ Fax (907) 561-1429



FEB- 3-00 THU 14:55 ALASKA HEART INS FAX NO. 19075632025

A m e r i c a n  C o l l e g e  o f  C a r d i o l o g y

HEART HOUSE 9 11 1 OLD GEORGETOWN ROAD BETHESDA, M ARYLAND 2 0 8 1 4  1699

FAX
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%

C30'l) a S 7 -^ lO Q  
B O O -253 -463§

( 3 0 1 ) 8 9 7 - 9 7 4 5

PieslOent
SYLVAN LEE WElNULRG. M O.

Prosldont-Eloot 
DANIEL J ULLYOT. M.D.

Immedwta Past President
ADOLPH M. HUTTER, JR.. M D.

Vlca PreeJdem 
J, WARD KENNEDY. M.D.

S e c r e t a r y
PATRICK J. SCANLON, M.D.

Assistant Secretary 
MELVIN D CHEITLIN, M.D

Treasurer
JAMES A RONAN, JR., M.D.

Assistant T r e a s u r e r
ERIC L. MICHE1.50N, M.D.

Chairman, Beard of Governors
MICHAEL A. NOCtlRO, JR., M D.

Trustsoa

MELVIN O. CHt'ULIN. M.D. 

CHARLES I CURRY, M.D.
JACK L DAVIS, M.D.

GORDON A. EWY. M.D.

NANCY C. FLOWERS, M.D.
JAMFS S. FORRESTER, M.D. 
VALENTIN FUSTER. M.D., Ph D. 
ROBERT L I RYE, M D 

ARTHUR GARSON, JR., M.O., M.P I 

SIDNEY GOLDSTEIN. M.D. 

WILLIAM P HOOD. JR., M.D 
ADOLPH M I IIJTTER, JR. M.D 

J WARD KENNEDY. M.D 

SPENCER B. KING, III, M D. 

DONALD F. LEON. M.D. 

niCUARD P. LEWIS. M.D.
CRIC L  MlCHELSON. M.D. 

MICHAEL A. NOCFRO. JR , M.O. 
CARL J. PCPINE, M.D.
HERTRAM PITT, M.D.

RICHARD I POPP. M.D.

.IAMCS L. RITCHIE, M.D.

JAMES A. RONAN, JR., M.D. 

RICHARD O. RUSSELL, JR., M.D. 

DAVID J.SAI IN, M D.

PATRICK J. SCANLON. M.D.

DAVID J. SK0HTON, M.D.
DANIEL J ULLYOT. M.D.

SYLVAN ICC WEINBERG. M.D. 

WILLIAM L WINTERS. JR.MD. 

DOUGLAS P. 2IPES. M D

February 3,2000

O lh c a  o f  Iho ACC  G ov e rn o r  
lor Alaska
Ploasa nai»y to:
WILLIAM P. MAYER, M.P., FACC 
Number 203 
3300 Providence Orlve 
Anchoraje, Alaska 93308 
TelO no. (1X17) 662-2070 
Fax (IKjr) 363*2025

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in Cardiology. I practice in 
Anchorage, Alaska, at Providence Hospital. I am writing to ask for your 
support in advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s 
1 patients to choose their treating physicians, reasonable

continuation of care by the patient’s physician, and for a 
meaningful external, neutral review of claims denied or 
reduced based on an insurance company’s determination of the 
lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual 
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

Sincerely,

William P. Mayer, MD, FACC, FACP '

Executive Vico President
F. LY N N  MAY



B—03—0© 01:42 PM BETH & GENE SINGER SOT 344 4302

A  P r o f e s s i o n a l  C o r p .

2 0 4 1  D E  H A R R  f t D  # 4 1  
A N C H O R A O E  A L A 8 K A  3 9 3 0 0  

P O 7 - 3 7 0  3 3 3 4

Pn*e»ice limited lo Qenmal Sunamv

February 1, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House of Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in General Surgery. I practice in 
Anchorage, AK, at both Providence and Alaska Regional hospitals. I am writing to ask 
for your support in advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska's patients to 
choose their treatment physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims denied 
or reduced based on an insurance company's determination of the lack of 
"medical necessity."

2. Provide a more "level playing field" in the contractual arrangements between 
Alaska's physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

Sincerely,

R E C E IV E D

REG/eas FEB 0 3 2000



A CHAPTER OF THE AMERICAN PHYSICAL THERAPY ASSOCIATION 
IH32 PLACER CIRCLE EAGLE RIVER. AK W577

A L A S K A  P H Y S I C A L  T H E R A P Y  A S S O C I A T I O N ,  INC.

R E C E IV E D  

FEB 0 3 2000
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. M E D I C A L

D A R K , R, MATISON WHITE, JR., M.D. 
RICHARD R. TAYLOR JR., M.D. 
CHARLES L. AARONS, M.D.

F. LEIAND JONES, M.D. 
KENNETH S. LAUFER. M.D. TIMOTHY COALWELL, M.D. 

MARIO A. LANZA. M.D.

GLENN J. SCHULTES, M.D. 
GARY L. CHILD. D.O.

E A M I L Y  C A D E . .  I n c
MICHELE A. CHASE, M.D.

2211 EAST NORTHERN LIGHTS BOULEVARD. ANCHORAGE ALASKA 99508

February 2,2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
Slate Capitol
Juneau, AK 99801-1182

RE: HB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg,

I am a private physician specializing in Family Practice. I practice in Anchorage, Alaska at 
Medical Park Family Care. I am writing to ask for your support in advocating the following 
aspects ofHB211:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful externa), neutral review o f claims denied or reduced based on an insurance 
company’s determination o f the lack of “medical necessity”

-  Provide a more “level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed core health insurance companies.

Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

Timothy Coalwell, M.D.

R E C E IV E D

FEB 0 k 2000

PHONE (907) 279-84P6 • FAX(907) 278-7255 (UPSTAIRS) • FAX (907) 267.8)80 (DOWNSTAIRS]
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GLENN J. SCHULTES, M.D. 
GARY L. CHILD. D.O, 
TIMOTHY COALWELL M.D. 
MARIO A. LANZA, M.D. 
MICHELE A. CHASE, M.D.

p ipto ro g to t A m t t o o n  B oord  Q> fo m lty  Proctto*

221 1 EAST NORTHERN LIGHTS BOULEVARD, ANCHORAGE ALASKA 99500

February 2,2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: HB211 - R egulations of Managed Care Insurance Plan

Dear Representative Rokeberg

I am a private physician specializing in Family Practice, 1 practice in Anchorage, Alaska at 
Medical Park Family Care. 1 am writing to ask for your support in advocating the following 
aspects o f HB211:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful external, neutral review of claims denied or reduced based on an insurance 
company’s determination of the lack of “medical necessity”

Provide a more "level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

RECEIVtSPCEIVED 

FEB 0 4 20(P " '

PHONE (907) 279-0406 • FAX (9 0 7 ) 270-7255 (UPSTAIRS) • FAX (907) 257-0100 (DOWNSTAIRS)
a
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F. LELAND JONES, M.D. 
KENNETH S. LAUFER. M.D.
R. MATISON WHITE, JR., M.D. 
RICHARD R. TAYLOR JR., M.D. 
CHARLES L. AARONS, M.D.

GLENN J. SCHULTES, M.D. 
GARY L. CHILD. D.O. 
TIMOTHY COALWELL, M.D. 
MARIO A. LAN?A, M.D. 
MICHELE A. CHASE, M.D.

•grOfflOt T lw o u o K  O o n o D irttd ' Q lp to m o to i A irm toc ift B oa rd  o f fa m ily  PtOOHo o

2211 EAST NORTHERN LIGHTS BOULEVARD, ANCHORAGE ALASKA 99508

February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: HB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg,

I am a private physician specializing in Family Practice. 1 practice in Anchorage, Alaska at 
Medical Park Family Care. J am writing to «Bk for your support in advocating the following 
aspects o f HB211:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful external, neutral review of claims denied or reduced based on an insurance 
company’s determination of the lack of “medical necessity”

Provide, a more “level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

-  Ho'd managed care health insurance companies accountable for the negligent health care 
decisions they might make.

Sincerely,

R. Randy Taylor M.D. FEB (I * JT '

PHONE (907) 279-0466 • FAX (407) 270-7255 (UPSTAIRS) • FAX (907) 267-0160 (DOWNSTAIRS)

I
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F. LELAND JONES, M.D. 
KENNETH S. LAUFER, M.D.
R. MATISON WHITE, JR., M.D. 
RICHARD R, TAVLOR JR., M.D. 
CHARLES L. AARONS, M.D. .

GLENN J. SCHULTES. M.D. 
GARY L. CHILD, D.O. 
TIMOTHY COALWELL M.D. 
MARIO A. LANZA. M.D. 
MICHELE A. CHASE. M.D.

" P r o m p t  T h o r o u g h .  Cortonm atf D tp to m o w  A m *  Ic o n  Board o t ForrUly Proctloa

2211 EAST NORTHERN LIGHTS BOULEVARD, ANCHORAGE ALASKA 99608

February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House o f Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: HB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg,

I am a private physician specializing in Family Practice. I practice in Anchorage, Alaska at 
Medical Park Family Core. I am writing to ask for your support in advocating the following 
aspects ofHB211:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful external, neutral review o f claims denied or reduced based on an insurance 
company’s determination o f the lack of “medical necessity”

Provide a more “level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

^  p .  R E C E IV E D

FEB i, 2000

Sincerely,

Glenn Schultes, M.D,

PHONE (907) 279-8486 * FAX (937) 278-7265 (UPSTAIRS) • FAX (907) 257-0180 (DOWNSTAIRS)
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RICHARD R. TAYLOR JR., M.D. 
CHARLES L. AARONS. M.D.

glenn j . schultes. m.d.
GARY L. CHILD. D.O, 
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MARIO A. LANZA. M.D. 
MICHELE A. CHASE, M.D.
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22)) EAST NORTHERN LIGHTS BOULEVARD, ANCHORAGE ALASKA 99500

February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: HB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg,

1 am a private physician specializing in Family Practice. I practice in Anchorage, Alaska at 
Medical Park Family Care. I am writing to ask for your support in advocating the following 
aspects ofHB211:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation o f care by the patient’s physician^ and for a 
meaningful external, neutral review of claims denied or reduced based on an insurance 
company’s determination o f the lack of "medical necessity"

-  Provide a more "level playing field" in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

-  Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

R e c e iv e d
EEB 0 4 2 Z j

PHONE (907) 279-0406 * FAX (907) 270-7255 (UPSTAIRS) • FAX (907) 257-0)00 (DOWNSTAIRS)
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F. LELAND JONES. M.D. 
KENNETH S. LAUFER, M.D.
R, MATISON WHITE. JR., M.D. 
RICHARD R. TAYLOR JR., M.D. 
CHARLES L. AARONS, M.D.

GLENN J. SCHULTES, M.D- 
Ĝ RY L. CHILD, D.O. 
TIMOTHY COALWELL, M.D. 
MARIO A. LANZA. M.D. 
MICHELE A. CHASE. M.D.

-Pnxnpt, Thofoupn. Conogmgd' tXplomqte« Am»rtoon Bad of fomay Praoftc*
2211 EAST NORTHERN LIGHTS BOULEVARD, ANCHORAGE ALASKA 9960B

February 2, 2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
Stale Capitol
Juneau, AK 99801-1182

RE: HB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg,

1 am a private physician specializing in Family Practice. I practice in Anchorage, Alaska at 
Medical Park Family Care. 1 am writing to ask for your support in advocating the following 
aspects ofHB2J 1:

Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful external, neutral review of claims denied or reduced based on an insurance 
company’s determination of the lack of "medical necessity”

-  Provide a more "level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

Sincerely,

Gary Child, D.O.
R E C E IV E D  

FEB 0 « 2000

PHONE (907) 279-0486 ■ FAX (907) 278-7255 (UP3IAJRS) » FAX (907) 267-8180 (DOWNSTAIRS)

I



February 2, 2000

Via Fax (907) 465-2040

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairm an, Hou«o Labor and Com m erce Com m ittee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in 1 Gastroenterology. I 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. I am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow 
Alaska's patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual 
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

Sincerely,

David Peach, MD

R E C E IV E D  

FEB 0 4 2000
TOTAL P . 01



0 2 /0 4 /0 0  1 2 :3 8  © 3379150  HUMMER

M ILTO N  T . H UM M ER , M .D .
ANESTHESIOLOGY 

4 2 1 5  Charing Cross C irc le  
A nchorage, A laska 9 9 5 0 4

Phone 333-9939
February 4 , 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: MB211 - Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician sp ecia liz in g  in anesthesiology, I 
practice in Anchorage, AK at Providence Hospital. I am w riting to ask 
for your support in advocating the following aspects o f HB211:

1. Require managed care insurance companies to allow Alaska's 
patients to choose their treating physician^, reasonable 
continuation of care by the p atien t's  physician, and for a 
meaningful external, neutral review of claims denied or re­
duced based on an insurance company's determination of the 
lack of "medical necessity."

2. Provide a more "level playing fie ld"  in the contractual arrange­
ments between Alaska's physicians and the large managed care 
health insurance companies.

3. Hold managed care health insurance companies accountable for the 
negligent health care decisions they might make.

f l / t D
Milton T. Hummer, M.D.

Sincerely ,

R E C E IV E D  

FEB 0 4 2000



0 2 /0 4 /0 0  FRI 1 1 :4 5  FAX 907 503 9386 ALASKA HEART IN STITU TE 1 0 0 2
i

t e

trO

Richard A. Acschucte, MD, FACC 
Leo 0. Duslad, MD, FACC 
John C. Finley, MD, FACC 
Selh L Krausi. MD. FACC 
Paul A. Pclcnan. MD, Fa CC 
Cenqteh'. Rliynerr, MD, FACC 
David W, Soiuicbonr, MD, FACCD

Jama A. Datdanf, MD, FACC 
Colleen M. Coughlin. MD. FACC 

Thomas K  Kramer. MD. FACC 
William P. Mayer, MD, FACC 

Robert I. Pulliun. ill, MP, FACC 
Mark A, Sts'mnd. MD, FACC

February 4,2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in Cardiology. I practice in Anchorage, 
Alaska, at Providence Hospital. I am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of 
claims denied or reduced based on an insurance company’s determination 
of the lack of "medical necessity.”

2. Provide a more "level playing field” in the contractual arrangements 
between Alaska’s physicians and the large managed care health insurance 
companies.

3. Hold managed care health insurance companies accountable for the 
negligent health care decisions they might make.

Sincerely, _
S ’ A ,  P  RECEIVED
K_- Q ^ 2000

Richard A. Anschuetz, MD, FACC

3260 Providence Dr., #337 (907) 562-7575/Pax (907) 563-9386 
3340 Providence Dr., #522 te 2841 DeBarrRd., #21 (907) 561-3211/Fax (907) 361-4652 

1200 Airport Heights, #330 (907) 258-3856/Fax (907) 258-3984 
Anchorage, AK 99508

a  s k  a 
H e a r t  

s t i  t  u
L L C
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RichanlA. AnschucD, MD, FACC Lea D. flustad. MD. FACC John e  Fiatry, MD, FACC Seth L Krauss, MD, FaCC PaalA, Peterson, MD, FACC Geor&eS, Rltynccr, MD, FACC David W Soiiricborti, MD, FACCD

James A. Puldjuf, MD, FACC Co Keen M. Coughlin, MD, FACC Thomas fC Kramer, MD, FACC William P. Mayer, MD, FACC Robert L Pulliam, lit, MD, FACC Mark A. SellaruL MD, FACC

February 1, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182
Re: HB211 - Regulations of Managed Care Insurance Plan 
Dear Representative Rokeberg:
I am a private practice physician specializing in cardiology. I practice in Anchorage, AK at 
Providence hospital. I am writing to ask for your support in advocating the following 
aspects of HB211:

1. Require managed care insurance companies to allow Alaska's patients 
to choose their treating physicians, reasonable continuation of care by 
the patient's physician, and for a meaningful external, neutral review of 
claims denied or reduced based on a insurance company's 
determination of the lack of "medical necessity."

2. Provide a more “level playing field" in the contractual arrangements 
between Alaska's physicians and the large managed care health 
insurance companies.

3. Hold managed care health insurance companies accountable for the 
negligent health care decisions they might make.

Sincerely,
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JACK ARLYN SMITH. M.D.
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4001 D A LE  S T R E E T  -  S U IT E  201 
A N C H O R A G E . A L A S K A  3 9 5 0 8 -5 4 3 0  

F a x  5 6 1 -0 3 2 7  TELEPHONE (9 0 7 )  561 -11B 5

February 1 ,2000

Honorable Norm Rokeberg
State o f  A laska
House o f  Representatives
Chairm an. House Labor and Com m erce Com m ittee
State Capitol
Juneau. A K  99301-U 82

Re: H B 211 -- Regulations o f  M anaged Care Insurance Flan 

D ear Representative Rokeberg:

I am a private practice physician specializing in e f/ v l'i v W  ft?  (»?'/'. I practice in 
Anchorage, AK at P'r~<?w\ cUi/v/-*'hospital. I am  w riting to ajjk for your support in 
advocating the following aspects o fH B 211 :

1. Require m anaged care insurance com panies to  allow  A laska’s patients to 
choose their treating physicians, reasonable continuation o f  care by the 
patient’s physician, and for a m eaningful external, neutral review  o f  claim s 
denied o r reduced based on a insurance com pany’s deteim ination o f  the lack 
o f  “medical necessity.”

2- Provide a more “level playing field” in the contractual arrangem ents between 
A laska’s physicians and the large m anaged care health insurance com panies.

3. Hold managed care health insurance com panies accountable for the negligent 
h ealth care decisions they m ight make.
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Richard A. Peters, MD., L.L.C.
Thoracic, Vascular and General Surgery 

Board Certified, Surgery and Surgical Critical Care

3300 Providence Drive, Suite 04 Phone(907) 261-4970
Anchorage, Alaska 99508

February 2,2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg,

1 am a private practice physician specializing in surgery. I practice in Anchorage, AK at Providence 
Hospital. I am writing to ask for your support in advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to choose their treating 
physicians, reasonable continuation of care by the patient’s physician, and for a meaningful 
external, neutral review of claims denied or reduced based on an insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed carc health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent health carc 
decisions they might make.

Sincerely,

R E C E IV E D

Richard A. Peters, MD F E B  0  2  2 0 1
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February 1, 2000

Honorable Norm Rokeberg
State of Alaska
House o f  Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau. A K  9 9801 -1 1 82

Rc: HB211 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in practice in
Anchorage, AK at hospital. Tam writjifjg to ask for your support in
advocating the following aspects ofHB211:

1. Require managed care insurance companies to allow Alaska’s palicnls to 
choose their treating physicians, reasonable continuation of carc by tho 
patient’s physician, and for a meaningful external, neutral review ordaim s 
denied or reduced based on a insurance company’s determination o f  the lack 
of “medical necessity."

2. Provide a more “level playing field" in lhe contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed carc health insurance companies accountable for the negligent 
heal ill carc decisions they might make.

o Z tu s  .MD

R E C E IV E D

feb  0 1
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February 1,2000

Honorable Norm Rokeberg
State of Alaska
House o f Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 ••• Regulations o f Managed Care Insurance Plan 

Dear Representative Rokeberg:

private practice physician specializing i n 7 practice in 
rage, AK at I am writing to ask for your support in

I am a
Anchorage, ak. at A -rA ' 
advocating the following aspects of]

1. Require managed care insurance companies to allow Alaska's patients to 
choose their treating physicians, reasonable continuation of care by the 
patient's physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination o f the lack 
of “medical necessity."

2. Provide a more “level playing field" in the contractual arrangements between 
Alaska's physicians and the ’arge managed care health insurance companies.

3. Hold managed care health ;nsurance companies accountable for the negligent 
health care decisions they might make.

Sincerely,

P,EcEIVED
FEb 0  2  2s m

T .O 't i t>OZZ-T95(ZOS) SdV v a e m t  o o - r t j - q a j
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Sherman Beacham, M.D.
1200 Airport Heights Drive, Suite 210 

Anchorage, Alaska 99508 
(907) 264-2030/FAX (907) 276-0366

February 2,2000

Honorable Norm Rokeberg
Slate of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in Internal Medicine. I practice in Anchorage, AK, 
at Alaska Regional Hospital and Providence Alaska Medical Center. I am writing to ask for your 
support in advocating the following aspects of HB211.

1. Require managed care insur ance companies to allow Alaska’s patients to choose 
their treating physicians, reasonable continuation of care by the patient’s physician, 
and for a meaningful external, neutral review of claims denied or reduced based on 
an insurance company’s determination of the lack of “medical necessity.’’

2. Provide a more "level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent health 
care decisions they might make.

Sincerely,

Sherman Beacham, M.I).

R E C E IV E D

r e s  0  2  2 0 0 0
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February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK99S01-1182

Re: HB211 - Regulations of Managed Care Insurance Flan 

Dear Representative Rokeberg:

I am a private practice physician specializing in Pulmonary Disease. I practice in Anchorage, 
AK, at Alaska Regional Hospital and Providence Alaska Medical Center. I am writing to ask for 
your support in advocating the following aspects o f HB211.

1. Require managed care insurance companies to allow Alaska's patients to choose 
their treating physicians, reasonable continuation of care by the patient’s physician, 
and for a meaningful external, neutral review of claims denied or reduced based on 
an insurance company’s determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance oompanies accountable for the negligent health 
care decisions they might make.

Pulmonary Disease & Aviation Medicine
N o rm a n  J. W ild er, M D

F « llow , A m erican  C o lle g e  o f  Physic ian* (F A C P ) 
F e llo w , A m erican  C o lle g e  o f  Chest P b y iid a n *  (F C C P ) 
D ip lom a te , Am erican  B o a rd  o f  In te rn a l M ed ic ine io
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Sincerely,

r e c e i v e d

jo
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Burton Janis, M.D.
1200 Airport Heights Drive, Suite 210 

Anchorage, Alaska 99508
907/264-2030

February 2, 2000

Honorable Norm Rokeberg
Slate o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in Infectious Diseases. I practice in Anchorage, 
AK, at Alaska Regional Hospital and Providence Alaska Medical Center. I am writing to ask for 
your support in advocating the following aspects of HB211.

1. Require managed care insurance companies to allow Alaska’s patients to choose 
their treating physicians, reasonable continuation of care by the patient’s physician, 
and for a meaningful external, neutral review o f claims denied or reduced based on 
an insurance company’s determination of the lack o f ‘"medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent health 
care decisions they might make.



Richard L  N eub au e r MD, FACP
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February 2„ 2000

Honorable Norm Rokeberg
State of Alaska . .
House of Representatives . • , : ‘
Chairman, House Labor arid Commerce Committee 
State Capitol . • ■ ’’.'y • • • • • . . . ■
Juneau,AK99801-1182 .

Re: HB211 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician'specializing, in Internal Medicine. I practice in Anchorage, AK, 
at Alaska Regional Hospital and Providence Alaska Medical Center. I  amwriting to ask for your 
support in advocating the. follotving aspects of HB21 It ' ' . '  !,

' . 1. Require managed care insurance companies to allow Alaska’s patients to choose 
their treating physicians, reasonable continuation of care by the patient’s physician, 
and for a meaningful external, neutral review of claims denied or reduced based on 
'an insurance company’s determinatipn of the lack of “medical necessity."

•" 2. Provide a more.“levelplaying field" in the contractual arrangements between 
Alaska’s physicians, and the large managed care health insurance companies. *

3. Hold managed care health insurance companies accountable for the negligent health 
A care decisions'they might make. ' '  , : *

SinrafeW \ j / l .

R F C H /V E D
Richard E. Neubauer, M.D. F E B  0 2 2 m
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M a rk  E . R ichey, M .D ., P.C .
Obstetrics, G yneco logy &. b\fertility

February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

RE: HB 211 - Regulations of managed care insurance plan

Dear Representative Rokeberg:

I am a private practice physician specializing in obstetrics and gynecology. I practice in Anchorage, 
Alaska at both Providence and Alaska Regional Hospitals. I ara writing to ask your support in advocating 
the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the patient’s physician, and for a 
meaningful external, neutral review of claims denied or reduced based on a insurance 
company’s determination of the lack of “medical necessity,”

2. Provide a more “level playing field” in the contractual arrangements between Alaska’s 
physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent health care 
decisions they might make.

R E C E IV E d
EES S 2 23®
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January 2, 2000
i

Honorable Norm Rokeberg 
Stale of Alaska 
House of Representatives
Chairman, House Labor land (Jbmmerce Committee 
State Capitol
Juneau, AK 99801-1182!

! 
i

Re: HB211- Regulations of Managed Care Insurance Plan
ii
;

Dear Representative Rolceberi 5:
i

I am a private physician'speci ilizing in otolaryngology (ear, nose aj 
in Anchorage, Alaska, utilizing both private sector hospitals. I am 
support in advocating this following aspects ofHB211:

| i !
1. Require managed care ins trance companies to allow Alaska’s pktupnts to choose their 

treating physicians, Reasonable continuation o f care by the patient’s physician, and for 
a meaningful external, neutral review of claims denie'1 or reduc ed based on an 
insurance company’  ̂determination of the lack of “medical necessity”.

2. Provide a more “level pla; dng field” in the contractual arrangen

id jhroat). I practice 
vriling to ask for your

Alaska’s physicians jand t 
3. Hold managed care healtl 

care decisions they plight

Sincerely,

Donald R. Endres, M.D;

te large managed care health insuranc 
insurance companies accountable foi 

make.

ienjts;between 
5 companies, 
tire negligent health

DRE/ag

R E C E IV E D  

FEB 0 2 2000



February 2 ,2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Gastroenterology. 1 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. I am writing to ask for your support in advocating the 
following aspects of HB211:

J. Require managed care insurance companies to allow
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more "level playing field” in the contractual 
arrangements beiween Alaska’s physicians and the large 
managed carc health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

Via Fax (907) 465-2040

Sincerely,

Richard Buchanan, MD

R E C E IV E D  

FEB 0 2 2000
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February 2 ,2000

Via Fax (907) 465-2040

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations l f Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Endocrinology. 1 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. I am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow 
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual 
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

Sincerely,

Janice Koval, MD

R E C E IV E D  
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February 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: I IB211 -  Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Gastroenterology. T 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. 1 am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow 
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable
for the negligent health care decisions they might make.

Via Fax (907) 465-2040

R E C E I V E D



February 2 ,2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Pulmonology. I 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. I am writing to ask for your sup ort in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow 
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the p. dents’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual 
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

Sincerely,

Gregory Gerboth, MD

Via Fax (907) 465-2040

R E C E I V E D
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January 2, 2000

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB2 J 1 - Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private physician specializing in otolaryngology (ear, nose and throat). I practice 
in Anchorage, Alaska, utilizing both private sector hospitals. I am writing to ask for your 
support in advocating the following aspects ofHB211:

1. Require managed care insurance companies to allow Alaska’s patients to choose their 
treating physicians, reasonable continuation of care by the parent’s physician, and for 
a meaningful external, neutral review of claims denied or reduced based on an 
insurance company’s determination of the lack of “medical necessity”.

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold r .anaged care health insurance companies accountable for the negligent health 
care decisions they might make.

3 7 3 0  R H O N E  C IR C L E .  S U IT E  2 0 L  
A N C H O R A G E .  A L A S K A  9 9 3 0 3  

T E LE P H O N E : ( 9 0 7 )  3 6 3 - 3 3 1 3  
Fa x : ( 9 0 7 )  3 0 2 - 0 4 2 5

10'd HS-1 S2MZ9S1O0 l(J3MD->“0Jd w n  OO-IO-W



0 2 /0 1 /0 0  TUE 16:26  FAX 5634408 HUES BUNDTZEN 0001

J O H N  C . M U E S , M .D ., F .A .C .P .  
IN T E R N A L  M E D IC IN E

2-1-00

To: Honorable Norm Rokeberg .
State of Alaska, House of Representatives 
Chairman, House Labor and Commerce Committee 
State Capitol
Juneau, Alaska 99801-1182

Re: HB 211- Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg,
I am a General Internist in Anchorage. I practice Primary Care Internal Medicine and f 3e a 
wide variety of people in differing age groups for multiple medical problems. I am writing to ask 
for your support in Advocating the following aspects of HB 211:

1. Require Managed Care Insurance Companies to allow Alaska’s Patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on an Insurance Company’s determination of the 
lack of "medical necessity”.

2. Provide a more “level playing field" in the contractual arrangements between 
Alaska’s Physicians and the large Managed Care Health Insurance 
companies.

3. Hold Managed Care Health Insurance Companies accountable for the 
negligent health care decisions they might make.

Please remember that Physicians in fighting for reasonable rules of work are fighting for patient 
rights and the ability to continue with the quality of Health Care that Alaskans enjoy at this time.
Lack of Insurance or concerns about Insurance Coverage are often the primary factor in 
decisions by patients to delay or avoid appropriate health care visits. This ultimately costs more 
for health care and can seriously impact the lives of patients.
Remember- we are all going to access the Health Care ystem for care. Ths concept cf being 
a Patient is not theoretical for any of us. We need to preserve our right to select appropriate 
Health Care according to our own needs and perceptions rather than the needs of a profit 
hungry bureaucracy.

Sincerely,

tbhn C. Mues, M.D.

4 1 2 0  L au re l S t . ,  S u i te  2 0 4  A n c h o ra g e , A la s k a  9 9 5 0 8
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February 1, 2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801 -1182

Re: HB211 -  Regulations o f Managed Care Insurance Plan 

Dear Representative Rokeberg:

T am a private practice physician specializing in i )  i L f . j  practice in
Anchorage, AK at Prv*' deA ^—  hospital, I am writing to ask for your support in
advocating the following aspects ofHB211:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation o f care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company's determination of the lack 
o f “medical necessity.”

2. Provide a more “level playing field" in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

f lfJncerely,

,M D JAYNE FORTSON, M.D 
2401 E. 42nd Ave., Suite 301 

Anchorage, Alaska 99508  
(907) 563 -3204

R e c e i v e d
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3340 Providence Drive, Suite 565 
Anchorage, A laska 99508 
Tel. (907) 561-1167 
Fax (907) 561-7051

February 1, 2000

Honorable Norm Rokeberg 
State of Alaska
House of Representatives 1
Chairman, House Labor and Commerce Committee 
State Capitol 
Juneau, AK' 99801-1182

Re: HB211 -  Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

[ am a private practice physician specializing in M / i  practice in
Anchorage, AK at M  cMflSAJk^L-bospital. I am writing to asl/Tor your support in 
advocating the following aspects of HB2I I:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination of the lack 
o f “medical necessity.’'

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed carc health insurance companies accountable for the negligent 
health care decisions they might make.

,< d x  , r
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February 2, 2000

Via Fax (907) 465-2040

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 — Regulations of Managed Carc Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Gastroenterology. I 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. I am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managed care insurance companies to allow 
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual 
arrangements between Alaska’s physicians and the large 
managed care health insurance companies.

3. Hold managed care health insurance companies accountable 
for the negligent health care decisions they might make.

TOTAL P . 02



February 2 ,2000

Via Fax (907) 465-2040

Honorable Norm Rokeberg
State of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: 1IB211 -  Regulations of Managed Care Insurance Plan

Dear Representative Rokeberg:

I am a private practice physician specializing in Pulmonology. T 
practice in Anchorage, AK at Alaska Regional Hospital and Providence 
Hospital. 1 am writing to ask for your support in advocating the 
following aspects of HB211:

1. Require managea care insurance companies to allow 
Alaska’s patients to choose their treating physicians, 
reasonable continuation of care by the patients’ physician, 
and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s 
determination of the lack of “medical necessity.”

2. Provide a more “level playing field” in the contractual
arrangements between Alaska’s physicians and the large 
managed carc health insurance companies.

3. Hold managed care health insurance companies accountable
for the negligent health care decisions they might make.

Sincerely,

Beth Baker, MD
F t i e n v s D
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February 1, 2000

Honorable Norm Rokeberg
Stare o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations o f Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in ^ p r a c t ic e  in
Anchorage, AK at hospital. I am writing to ask for your support in
advocating the following aspects o f HB2J1:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation o f carc by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination of the lack 
o f  “medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

0 2
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February 1,2000

Honorable Norm Rokeberg
State o f Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations o f Managed Carc Insurance Plan

Dear Representative Rokeb'; P& Q  I ^

1 am a private practice physician specializing in j practice in
Anchorage, AK at hospital. I am writing to ask for your support in
advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review o f claims 
denied or reduced based on a insurance company’s determination o f the lack 
of “medical necessity.”

2. Provide a more “level playing field” in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

Sincerely,

, MD
R E C E IV E D  

I J  0 2 2000



F e b - O l - O O  1 9 : 4 0  B a r b a r a  M C h e n 9 0 7  5 2 2 - 1 1 7 8 P . O l

February 1, 2000

Honorable Norm Rokeberg
Slate of Alaska
House of Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -- Regulations of Managed Care Insurance Plan 

Dear Representative Rokeberg:

I am a private practice physician specializing in V u . I practice in
Anchorage, AK at /V /ia  cp hospital. I am writing to a&K/for your support in 
advocating the following aspects of HB211:

1. Require managed care insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation of care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination of the lack 
of “medical necessity."

2. Provide a more “level playing field" in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies.

3. Hold managed care health insurance companies accountable for the negligent 
health care decisions they might make.

Sincerely,



H E A L 7 H S O U 7 HDiagnostic Center o f Anchorage

February 1,2000

Honorable Norm Rokeberg
State of Alaska
House o f  Representatives
Chairman, House Labor and Commerce Committee
State Capitol
Juneau, AK 99801-1182

Re: HB211 -  Regulations o f Managed Carc Insurance Plan 

Dear Representative Rokeberg:
f) /

I am a private practice physicjan specializing in 
Anchorage, AK at I am writing
advocating the following aspects o f HB211:

^ e c b iv b d
K b  U  a w

. I practice in 
for your support in

Clinic 907 563-3493 •

Require managed carc insurance companies to allow Alaska’s patients to 
choose their treating physicians, reasonable continuation o f care by the 
patient’s physician, and for a meaningful external, neutral review of claims 
denied or reduced based on a insurance company’s determination o f the lack 
of "medical necessity."
Provide a more "level playing field" in the contractual arrangements between 
Alaska’s physicians and the large managed care health insurance companies. 
Hold managed carc health insurance companies accountable for the negligent 
health care decisions they might make.

1.

4003 Lake Otis Pkwy., Suite 1 0 1  • Anchorage, AK 99508 •
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Health Insurance Association of America

“MEDICAL NECESSITY”

What is “Medical Necessity**?

•  Several of the so-called patient protection legislative proposals before Congress contain 
language regarding the determination of"medically necessary” treatment in health care plans 
that would — if enacted — have a profound effect on how all health plans and insurers 
function.

•  These provisions, referred to as Section 151, are found in that section o f both the 
Daschle/Kennedy/Dingcll bills (S. 6/H.R. 358) and Dr. Ganske’s bill (H.R. 719), and in 
Section 129 of Senator Chafcc’s bill (S. 374).

•  Section 151 would prohibit group health plans and health insurance issuers from arbitrarily 
interfering with or altering the decision of the treating physician regarding the manner or
si tting in which particular services are delivered, if  the services are medically necessary or 
appropriate for treatment or diagnosis.

♦ The term “manner or setting” is defined as the “location of the treatment, such as 
whether treatment is provided on an inpatient or outpatient basis, and the duration of 
treatment, such as the number of days in a hospital.”

♦ The term “medically necessary or appiopnate” is defined as a service or benefit that is 
“consistent with generally accepted principles of professional medical practice.”

♦ There is a limited safeguard in thai all services determined to be medically necessary 
by the treating physician must be “otherwise a covered benefit.” However, how this 
would be interpreted in regulation and by the courts in tandem with the potential 
breadth o f  the “generally accepted principles of medical practice” standard for 
treatment would be an open question.

“Medical Necessity” Provisions Are Unnecessary.

• According to two recent studies, in 97 percent of the cases involving utilization review, the 
courses of treatment recommended by physicians were approved. One o f the studies (Remler 
el al. Inquiry. Fall 1997), based on a survey of over 2,000 physicians caring for patients 
covered under plans utilizing managed care techniques, found that the final overall coverage 
denial rate for physician-proposed treatment plans in eight categories of care was less than 3 
percent, and that the figure was much less for most categories o f care. The majority of 
physicians reported no coverage denials whatsoever.

555 13th Street, NW - Suite 600 East, Washington, D.C. 20004-1109 202/824-1600



“Medical Necessity” Provisions Would Ap p Iv To All Tvpcs of Plana. Not Just To_Managed
Cqre.E.lans.

•  While sponsors of these provisions contend that they arc aimed at reforming the practices of 
managed care plans, Section 151 would apply to all types of plans, from closed panel HMOs 
to fee-for-service plans.

® This is because the legislation would amend the Public Health Service Act’s group health 
plan provisions of Title XXVII and the individual heaith insurance rules of Title XXVII, and 
would incorporate the rules into the Employee Retirement Income Security Act (ERISA).

“Medical Necessity” Provisions Would Drive Up Health Care Costs and Increase the
Number of Uninsured Americans.

•  If enacted, Section 151 and other similar proposals would -  at a minimum -  have a chilling 
effect on health plan utilization management, increasing costs to plans and consumers.

•  Utilization review and other quality and cost-containment mechanisms could be characterized 
as “arbitrary interference with,” or “alteration of,” the physician’s medically necessary 
treatment plan.

• Control o f coverage and payment decisions would shift from insurers and managed carc 
plans and plan fiduciaries to providers.

•  Even in the era of only fee-for-service medical coverage, insurers reviewed claims for 
“medical necessity and appropriateness” in an early attempt to prevent the unconstrained 
flow of reimbursement for health care services that persistently drove up costs.

• This concept was adopted by the federal government in establishing the Medicare and 
Medicaid programs, and is found in other government sponsored health programs such as 
FEHBP and the Military Health Services System.

“Medical Necessity” Provisions Would Increase Fraud, Waste, and Abuse.

• Section 151 raises significant legal barriers to private sector efforts to combat waste, fraud, 
and abuse in the health carc system.

•  Saddling private health plans with additional legal barriers to challenging coverage 
determinations on the basis of “medical necessity” would encourage fraudulent claims, and 
they would become much more commonplace in the privaie sector.

• The cooperative anti-fraud efforts of HHS, DOJ, the FBI — and now even AARP members — 
to reduce fraud in Medicare have received a good deal o f media attention in the past few 
weeks.
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•  In announcing the results o f the Medicare audit in February, HHS Secretary Donna Shalala 
indicated a 45 percent reduction in improper payments in the past two years. June uibbs 
Brown, Inspector General o f  HHS, indicated that $12.6 billion is still misspent, cither 
through fraud or error. However, providers that claim that items and services are medically 
necessary when, in fact, they are not, continue to be a problem. HHS officials indicated that 
the largest remaining cause o f improper payments is “lack o f medical necessity.
(Washington Post 2/10/99)

•  Testifying before Congress in 1997, Charles L. Owens, chief o f the FBI’s Financial Crimes 
Section, stated that health care fraud has become the number one white collar crime in 
Am erica, and that “[h]ealth care fraud is causing a serious financial drain on the country, and 
we must continue our collective efforts to combat it.”

“Medical Necessity” Provisions Would Threaten Quality,

» By turning medical necessity determinations over to providers, the legislation threatens to 
undermine the considerable progress made in the last decade with respect to quality and cost.

•  The utilization review process that is fundamental to the managed care “choice” would be 
severely curtailed and unforeseen, extra-contractual obligations imposed that wou'.d inquire 
premium increases or threaten health plan and insurer solvency.

“Medical Necessity” Provisions Would Undermine Private Contracts and ERISA’s
Fiduciary Duty Provisions.

•  Interference with the medical necessity determinations o f plans and insurers changes the 
nature o f the health insurance contract Medical necessity provisions would nullify the 
central tenet o f insurance contracts, which are in fact agreements in which the insurer pledges 
to maximize the pooled resources o f the many to the advantage o f all beneficiaries. This 
obligation to make the best use o f pooled resources is fundamental to all forms o f insurance. 
With health coverage, insurers fulfill this responsibility to those who have paid premiums by 
agreeing to pay only for “covered" items and services determined to be medically necessary 
and appropriate.

•  If providers were able to obligate health plans to pay for costs related to medical services that 
had not been reflected in the actuarial assumptions used to price the policy, they would not 
simply drive up reimbursement costs, but could also threaten the financial stability o f  the 
plans and would play havoc with the claims administration o f employer-provided benefit 
plans. This will undermine well-established fiduciary responsibilities under ERISA, such as 
ensuring that decisions by administrators of ERISA group health plans are properly made 
solely in the interests o f participants and beneficiaries. A fiduciary can be held personally 
liable for a breach o f that duty.



•  “Medical necessity” proposals would remake the world o f health benefit plans. In doing so, 
they would:

♦ threaten utilization m an ag em en t an  l undermine other quality and cost containment 
mechanisms;

♦ increase the opportunity for fraud and abuse, and for the possible risk o f harm to 
patients;

♦ abrogate private contract and fiduciary responsibility under ERISA; and

♦ needlessly raise costs for plans, thereby driving up premiums and reducing the 
affordability o f  health insurance.

•  Such legislative proposals threaten to reduce the availability'of coverage and v/ould increase 
the number o f uninsured Americans.

Conclusion
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“Medical Necessity” and Health Plan Contracts

Executive Summary

Is it sound public policy for legislators to shift the responsibility for interpreting 
“medical necessity7'—a key concept in health insurance policies—from insurers to providers? 
This is the core question, addressed by this white .paper, which is based on a legal opinion 
commissioned by the Health Insurance Association of America in January 1999 from 
William G. Schifibauer, Esq.

The question is provoked by legislation that has been proposed on Capitol Kill1 and in 
m any states. At first blush, such legislation, which would place determinations of “medical 
necessity” solely into the bnnrk of treating physicians, seems innocuous, even reasonable: 
Why shouldn’t treating physicians define what is medically necessary? But, in fact, this 
proposed change—which would have a detrimental effect on health care in America— 
reflects the widespread public confusion about “medical necessity” as a boundary of health 
coverage and “medical necessity" as a clinical determination by a treating physician.

The “medical necessity” provisions in currently proposed federal legislation represent 
a radical rewriting by public officials of the contract between insurers and health plans and 
their customers. When the provider, rather than the health plan or insurer, interprets the 
scope of coverage under the contract, health plans and fiduciaries cannot guarantee to the 
insured that health care dollars are being spent fairly and equitably on medical treatments that 
are safe, proven, and effective. Indeed, such legislation could give some providers incentives 
to overtreat patients to enhance their incomes. Under such a regime, who can doubt that 
insurers’ denials of payment or determ inations of noncoveragc would be regularly 
challenged?

In effect, the proposed “medical necessity3’ provisions represent an attempt to turn 
back the clock. Such proposals would do more than simply return the health care system to 
the unconstrained fee-for-scrvice system of payment that was responsible for the double-digit 
inflation in health carc costs of the 1970s and 1980s. It would undermine efforts by all types 
of health plan delivery models, from HMOs through PPOs and fee-for-service coverage.
Even in the earlier era of fcc-for-servicc medical coverage, insurers reviewed claims to 
ensure that the services already delivered had in fact been medically necessary.

Far from protecting patients, passage of such legislation would be deeply mimical to 
the interests of health care consumers, driving up the cost of medical care and possibly even 
placing patients in harm’s way. The legislation would needlessly raise costs for plans, 
thereby promoting premium increases and reducing the affordability of health insurance. In 
the long run, such legislation threatens to diminish the availability of coverage and increase 
the number of the uninsured.



The Harris for these misguided proposals is the perception thsi insurers routinely make 
numerous, unfounded adverse coverage determinations. A 1997 study based on a survey of 
overJZjOOO physiciana-eiHsng^sr-fjatieE&eoveied undo' plans utilizing managed care 
techniques ibimd that the final overall coverage denial sate for physician-proposed treatment 
plans in eight categories o f care was less than 3 percent, and that the figure wss much less for 
most of the categories of care.3 The majority of physicians reported no coverage denials 
whatsoever. Under specific types of carc, cot erage for hospitalization was denied only 1 
percent of the time; surgical procedures, 1.2 percent; and specialist ref'*’ Is, 2.6 percent The 
rate of initial denials was higher, but between one-half and two-thi of these first level
denials were reversed by the health plans, resulting in die J^./er final denial rate.

Health plans use n a t io n a l standards validated by evidence-based scientific studies or 
prepared by prominent medical experts to understand what treatments and services are 
appropriate. Using those standards, medical professionals at health plans make decisions 
about which procedures should be covered. These decisions are cr "erage determinations for 
payment purposes. Treating physicians are ultimately responsible t- r  recommending a 
course of treatment for their patients, regardless of coverage.

To illustrate some of the most egregious problems which could result from this 
legislation that would give physicians authority over plan coverage determinations, we have 
analyzed legislation under debate in the 106'h Congress: the Patients’ Bill of Rights (S.
6/H.R. 358).s Section 151 of this bill states that insurers an \ health plans may not “arbitral ' 
interfere with or alter the decision” of a treating physician for services that the physician has 
determined to be “medically necessary.”* This proscription would apply to health plans of 
all designs, from fcc-for-servicc indemnity to staff model health maintenance organizations 
and those of other managed care organizations (MCOs).5

If enacted, the proposed law would:

(1) Undermine utilization management and increase costs by:
(a) turning over coverage determinations based on medical necessity solely to 

the treating physicians who have both economic and non-economic 
incentives to inflate reimbursement;

(b) eliminating, or sharply curtailing, effective utilization review and other 
cost-coniainmcnt mechanisms; and

(c) im p o sing extra-contractual obligations on insurers and plans, thereby 
driving up premiums.

(2) Encourage fraud and abuse, especially by providers.
(3) Undermine quality and perhaps even expose patients to danger.
(4) Undermine contract law by:

(a) permitting public officials to change essential terms and conditions of the 
agreeir m t between contracting parties, to the benefit of an interest group that 
is not party to the contract;



(b) preventing insurers from making appropriate coverage determinations, 
thus limiting tfae.tr ability to meet their contractual obligations to premium 
payers und-pefient3j*and'
(c) changing the essence of the fiduciary responsibility of plan administrators.

(5) Create a unique coverage regime for private insurance inconsistent-with
govemmentally funded programs.

This proposal is a solution in search o f  a problem. Currently, according to two 
studies,4 in 97 percent o f the cases involving utilisation review, the physicians’ recommended 
courses of treatment were approved. Therefore, this proposed change would remake the 
world— threatening utilization management, increasing fraud, increasing cost, increasing the 
risk of harm to patients, undermining quality, and abrogating fiduciary responsibility under 
ERISA—because of adverse determinations in less than 3 percent o f the coverage 
detenninations made under current practices.
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“Medical Necessity” and Health Plan Contracts: 
Complete Provider Deference Means Higher Costs, Lower Quality

L Introdnction
Proposals have been advanced to remove the interpretation of a private health 

insurance contract’s medical necessity requirement from die private contract process and 
place it in die hands of providers. For example, federal legislation, such as the Patients’ Bill 
of Rights, would propose that a health plan may not arbitrarily interfere with or alter the 
decision o f a treating physician regarding services that the physician has determined to be 
“medically necessary." As discussed below, the d'xect object of this legislation is the 
substitution of the provider for the group health plan or issuer of the health insurance 
coverage as the party who will interpret and determine the scope of coverage and payment 
under the group health plan or health insurance contract

This proposal would:

•  convert coverage and payment determinations for health care expenses into 
medical decisions;

•  disable the private contract structure and process for coverage and payment 
determinations in every type of plan design ranging from fee-for-service 
indemnity to stalf-modcl health maintenance organizations;

•  eliminate the utilization review process that is fundamental to the managed care 
“choice”;

•  foster opportunities for fraud and abuse;
• diminish health carc quality; and
• impose unforeseen, extra-contractual obligations that will require premium 

increases or threaten health plan and insurer solvency.

The proposed legislation, if enacted, would simply shift control of coverage and 
payment decisions from insurers and managed carc plans to providers, and it would have the 
effect of raising costs, thereby possibly reducing the availability of coverage and increasing 
the number of uninsured Americans.

H. Description of Proposal

A. In General

The core change that would be brought about by the Patients’ Bill o f Rights is that 
individual providers would be granted statutory deference to control coverage and payment 
decisions. Section 151 of S. 6/H.R. 358, the Patients’ Bill of Rights, would prohibit group 
health plans and issuers of health insurance coverage from “arbitrarily interfering with” or
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“altering the mmner or setting” of coveted health care services when that cars is determined 
by the treating physician to be medically necessary or tq>propriale.? The treating physician 
m ay be fhfi'patiGnl-’s f  fimagy  fiflra pbyjWuan <ap £ aperifllisHo whom the patient has been 
referred. “Manner cr setting” would be defined as the location of treatment (such as inpatient 
or outpatient) and the duration of a service (such as number of days in a hospital).1 ■ Finally, 
the section defines “medically necessary or appropriate” as a service or benefit that is 
“consistent with generally acceptable principles of professional medical practice.”9 
Separately, the legislation provides that consumers may appeal the plan*s or insurer’s 
adherence to this section to an external review entity.10 Additionally, other legal options, 
including judicial review, may be pursued.11 Finally of note, the legislation would preempt 
state laws that would “prevent application” of federal law, including Section 151.12

While the sponsors of this legislation contend that it is aimed at reforming the 
practices o f “managed care” plans, infect, Section 151 would apply to any group health plan 
or health insurance coverage regardless of the type of plan.13 The legislation incorporates the 
definitions of the Health Insurance Portability and Accountability Act of 1996 (HIPAA);14 
unde, this definition, a “group health plan” subject to this provider-determined coverage and 
reimbursement rule is any employee welfare benefit plan that provides coverage for medical 
care.15 In addition, this rule would apply to any “health insurance coveragemeaning those 
benefits consisting o f medical care provided directly, through insurance or reimbursement or 
otherwise, and including items and services paid for as medical care under any hospital or 
medical service policy or certificate, or insurance or HMO contract or certificate.16 The 
legislation would amend the Public Health Service Act’s group health plan provisions of 
Title XXVII, incorporating this rule and other provisions by reference.17 It would also amend 
the individual health insurance rules of Title XXVII.18 Finally, the proposed legislation 
would incorporate the rule and other new mandates into the Employee Retirement Income 
Security Act (ERISA).*’

The proposed legislation docs include a limited safeguard in that all services 
determined by a treating physician to be medically necessary must be “otherwise a covered 
benefit:” 20 However, whether a benefit is itself “covered” is often the subject of interpretation 
and litigation21— and Section 151 would clearly lead to even greater litigation in this area. 
Although the “covered benefit” rule may offer some protection against physicians’ attempts 
to impose payments for excluded “experimental or investigational” treatments, that 
interpretation of the proposed bill must be weighed against the potential breadth of the 
“generally accepted principles of medical practice" standard for treatment—which, if 
interpreted liberally, may sweep in excluded therapies and procedures.22 In addition, many 
coverage disputes center on whether certain facilities arc included in the word “hospital.”23 
The legislation would, however, specifically protect a treating physician’s determination of 
the “manner or setting” of the treatment.14

B. Consequences of Establishing Statutory Deference for Providers

Clearly, the proposed legislation is far reaching and would bring dramatic changes to 
how health care is financed. Nor would the legislation be easy to understand, interpret, and



administer. T he term inology  alone w nnld provoke nearly cafllcas Ltigarion. For example, 
since the plain meaning of fee word “arbitrary” is “without adequate determining principle, 
or not according jo reason -or judgment"2* fee-question will arise as to whose strmdard of 
reason or judgment is adequate. The words “interference” and “alteration” are equally 
debatable. Indeeu, the very ambiguity of these tarns would serve as a deterrent to any 
challenge of a provider’s treatment decisions. At best, it would take years and years of 
litigation in jurisdictions across fee country to provide some guidance in this area. The CBO 
cost estimate, prepared in relation to the identical Section 151 in fee 1998 version of current 
S. 6/H.R. 358, staled than

This provision would increase the volume of internal and external appeals 
above and beyond the volume expected from other provisions. Not only 
would the provision provide additional incentives to appeal decisions by 
plans, but it would probably also lead to a higher rate of reversal on appeal.
Although the external appeals bodies and the courts might eventually settle on 
uniform and easily interpreted standards of medical necessity, the variaf ility 
of medical practice styles across the country would ensure continuing 
challenges to decisions bv plans over the 10-vear estimating period.2*

In addition to litigation, the consequences of providing legal deference to provider 
coverage determinations would be far-reaching and would affect the entire health care 
system. If enacted, Section 151 and other similar proposals:

• would—at a minimum—have a chilling effect on health plan utilization
management, increasing costs to the plans;

•  would lead to increased fraud and abuse in the private health care sector, 
diverting enormous resources from patient carc;

• would have both direct and indirect impacts on the cost of providing coverage to 
patients;

•  would have an adverse effect on quality as providers would bave increased 
incentives to o vertrcat, which could be contrary to the patient’s best interests and 
to the delivery of quality care; and

o would abrogate the well-established fiduciary responsibility of health plans and
plan administrators to the people covered under the plan.

Health insurance premiums could again spike as the effects of Section 151 
requirements on utilization review arc felt, and plan operational and administrative costs 
increase. These new legal barriers to health plan oversight could even place patients in 
harm’s way. These requirements would radically rewrite the terms of private contracts 
through government fiat in a m anner that is fundamentally inconsistent with fee nearly 
identical rules followed for over three decades by public programs. Each of these concerns is 
discussed in greater detail below.



H I .  A n a ly s is

A. Concerns Aboirilnercsaed Fraud «ndl Abase

1. Fraud Would Become More Difficult to Challenge

Section 151 raises significant legal barriers to private sector efforts to combat waste, 
fraud, and abuse in the health carc system. Treating providers, who would be required only 
to observe the “generally accepted principles o f professional medical practice’1 (even if such 
practices have been shown to be unnecessary or only marginally beneficial), would be able to 
challenge health plan coverage denials as arbitrary interference in or alteration of their 
decision malting. This provision, therefore, would stand in marked contrast to increased 
recognition of the pervasiveness of fraud and abuse during the past decade and the 
commensurate expansion of public and private resources to combat fraud and abuse.77

In a 1992 report to Congress, the General Accounting Office estimated that fraud 
accounted for 10 percent ($70 billion) of the nation’s health care spending in 1991.31 Today,

. that 10 percent would be more than $100 billion.39 Testifying before the House Committee 
on Ways and Means in 1997, Charles L. Owens, Chief of the FBI’s Financial Crimes Section, 
staled that health care fraud has become the number one white collar crime in America.30 In 
testimony before the Senate Permanent Subcommittee on Investigations of the Senate 
Committee on Governmental Affairs earlier in that year, Mr. Owens had stated that “[h]ealth 
care fraud is causing a serious financial drain on the country, and we must continue our 
collective efforts to combat i t ”3' A study by the Health Insurance Association of America 
found that 78 percent of all reported health care fraud cases were the result of provider 
actions.12

Taxpayers pay higher taxes because of fraud and abuse in public programs such as 
Medicare and Medicaid, and employers and individuals pay higher private health insurance 
premiums because of fraud and abuse in the private health care sector. Moreover, the 
resources wasted paying fraudulent claims reduce the number of dollars available to be spent 
on patient carc.

As awareness of health care fraud and abuse and their increasing pervasiveness has 
grown during the past few years, both the government and private sector payers have 
significantly increased their anti-fraud activities. For example, HIPAA significantly 
strengthened penalties against health care fraud and established and provided funding for a 
coordinated fraud and abuse control program.31 Penalties for committing fraud against 
federal government programs were further enhanced by the Balanced Budget Act o f 1997.*

As part of these stcpped-up anti-fraud activities, in February 1999, the Office of the 
Inspector General (OIG) of the Department o f Health and Human Services announced that 
improper Medicare payments to doctors, hospitals, and other health carc providers declined 
45 percent from fiscal year 1996 to fiscal year 1998. HHS reported that a heightened focus 
since 1993 by the OIG, the FBI, the Health Care Financing Administration, the Department



0 0 / U O  /VO  X O . X V  injx.  4 U A  AA i *  *j x v u  w w n w  u / u w i u .

of Justice, and others in government had yielded ua new, more detailed picture of fraudulent 
activities aimed at” government health care financing programs,13

Moreover, HHS has launched Operation Restore Trust, a project to coordinate federal, 
state, local, and private resources to fight fraud. According to HHS, during its two-year 
demonstration phase, the project identified S23 in overpayments for every $1 in project costs.

The stepped-up efforts resulted from years of abuse of Medicare payment policy. The 
Medicare program is rife with examples of fraudulent schemes designed to bilk taxpayers by 
claiming that items and services are “medically necessary ” when they arc no t For example, 
the government overpaid more than 51.5 million to a New York durable medical equipment 
(DME) supplier that gave Medicare beneficiaries angora underwear, power massagcra, air 
conditioners, and microwave ovens as an inducement for beneficiaries* Medicare billing 
numbers so that the company could charge for items that never were delivered.35 A Texas 
DME supplier defrauded Medicare of over SI million by charging the government for 51,300 
orthotic body jackets while instead providing inferior wheelchair pads that cost less than 
SI 00 to manufacture—a mark-up of over 2,500 percent.”

Government investigators also have uncovered numerous instances of providers 
billing for phantom psychotherapy sessions or grossly inflating the number of psychotherapy 
hours provided to reap overpayments from Medicare and private insurers.31 A New York 
community center director was indicted for stealing nearly $1 million by fraudulently billing 
the state for over 25,000 sessions that ne^er occurred.39 The billings were so excessive that 
staff psychiatrists would have had to work well over 24 hours a day to handle the number of 
visits claimed. In Pennsylvania, the owner of a rehabilitation service was indicted for 
defrauding Medicare by falsifying patient medical records so that they would appear to be 
eligible for “medically necessary” speech therapy/0 And a Pennsylvania physician was 
convicted on 59 counts of illicit distribution of Valium, Apidcx, Darvocet, and Vicodin for 
writing prescriptions to drug abusers and dealers that he claimed were “medically 
necessary.”41

The private sector has also been active in combating fraud. A recent report by the 
Health Insurance Association of America indicates that nearly 90 percent of private health 
insurance companies have established anti-fraud programs, including employee training, 
claims audits, consumer hotlines, and information-sharing among payers and law 
enforcement agencies.*2 These activities arc beginning to bear results. Private-sector anti­
fraud operations saved over 57.50 for every dollar spent in 1995, compared to S4.30 just two 
years earlier/3

2. Marginal or Unnecessary Care Cooid Be Covered and Become More Pervasive

Saddling private health plans with additional legal barriers to challenging coverage 
determinations on the basis of “medical necessity” would encourage fraudulent claims, and 
they would become much more commonplace in the private sector. In fact, several classic 
court decisions demonstrate how fraud and abuse would increase in the private sector if

9



significant deference were to be conferred upon providers in making “medical necessity” 
decisions.

•  ' •
There have been many cases where payment has been required for treatments that 

were of dubious value. In one instance, a court required payment for medical -services to an 
insured at a  Bahamian utilizing a cancer treatment that had never been approved by any
agency of the U.S. government, because die court deferred to the physician’s determination 
of medical necessity over that o f the health plan.44 Indeed, many patients—or their providers, 
who were seeking reimbursement—have prevailed even when the treatment (whether 
preventive, exploratory, or investigative or experimental) was explicitly not covered under 
the terms of the plan.45 Courts (and juries) often rely on the “good faith judgment” of treating 
physicians as to the medical necessity of services, especially in the absence of an explicit 
contractual provision to the contrary.44 Sometimes, however, decisions even fly in toe face of 
contractual provisions.47

In addition, the line between inappropriate care and fraud could again become less 
distinct, as in the classic Duncan case. There, the court, deferring to a treating physician, 
required insurance coverage under multiple policies for two three-week periods o f 
hospitalization for a husband and wife who suffered bruises and sprains. The facts of toe 
case strongly indicated a motive on the part of the couple to “reap financial gain.”4*

B. Concerns About Rising Costs and Inflation

I. Every Service Could Be Deemed Covered and Payment Required

Since toe advent of managed care, premium increases, which had risen sky-high 
under fee-for-service medicine, leveled off dramatically, and are now roughly parallel with 
the consraner-price index. The application of the concept of “medical necessity” in managed 
care has been responsible for much of its success to date.

The concept of “medical necessity” was developed in tandem with the fcc-for-scrvicc 
system, in an early attempt to prevent the unconstrained flow of reimbursement for health 
care services that persistently drove up costs. While the cost-increasing characteristics of the 
fcc-for-service system have been exhaustively documented,” it may bear repeating that when 
economic incentives to increase both the types and frequency of medical services many up 
with noneconomic incentives, bad results obtain. These perverse incentives not only drive up 
costs but could also be detrimental to patient care or could even harm patients. Providers 
could overprcscribe treatments to ensure their patients every possible advantage, no matter 
how remote; to decrease a perceived risk of medical malpractice liability; or simply because 
toe money is available. But it simply is not feasible to provide every conceivable treatment 
for every patient without driving up costs substantially for all customers.

While concerns about cost ard quality are not new, and payers of medical expenses 
have always had to assess claims, pressure mounted in the mid-1960s as the medical 
economy absorbed an ever-growing and disproportionate share of our nation’s resources.

10



Private insurers used medical necessity standards to examine claims and, as technological 
developments accelerated in the 1970s, added exclusions for experimental or investigational 
procedures. Thefederal -government-adopted the-tncdicaUy necessary and appropriate 
language used by private insurers for Medicare, Medicaid, and other government health 
programs"

2. Standard of Care Could Become Lowest Common Denominator

Under Section 151, nearly every medical service that a treating physician determines 
to be necessary, whether appropriate for the patient, could be deemed covered and would 
trigger payment. Indeed, the bill so hroadly defines medical necessity that the term could 
apply to any service or treatment consistent with “generally accepted principles of medical 
practice.”51 Inevitably, questions would arise as to whether practices are “generally 
accepted” nationally, regionally, or locally. To make matters worse, die ta rn  “generally 
accepted” could apply to practices that may be inappropriate fora particular patient or are no 
longer considered effective. This is because once a treatment is considered medically 
necessary, few—if any—treatments are discredited as such, regardless of whether other 
treatments for the condition being treated have been developed and are considered to be “best 
practices.” In addition, statutory protection for what is “generally accepted medical practice" 
in a given locality could provide a legal basis for resisting a more appropriate setting for the 
treatment

3. Increased Risk of Health Plan Insolvency Due to Infinite Coverage Obligation

In essence, Section 151 would encourage “extra-contractual” benefits—benefits and 
coverage that are not part of the original bargain between policyholder and insurer.
Moreover, if  providers were able to obligate health plans to pay for costs related to medical 
services that had not been reflected in the actuarial assumptions used to price the policy, they 
would not simply drive up reimbursement costs, but could also threaten the financial stability 
of t je plans. Thus, the basic principle of health economics—the greater the volume and 
intensity of medical services delivered, the higher the cost to patients and insurers—has a ’ 
corollary: that unanticipated costs can lead to health plan insolvency.

In short, the terms and conditions of the contract between the health plan or insurer 
and the customer regarding medically necessary and appropriate services would be 
eviscerated and replaced with a system that grants the treating provider a presumption of 
correctness. That could result in increased plan liability. Other provisions in the Patients’
Bill of Rights legislation would explicitly expand liability.

At present, in policies that provide coverage for providers not affiliated with the plan, 
those providers are not part o f the coverage contract between the insurer and the policyholder 
and become involved in the claim payment determination process as such only if patients 
“assign” payment for medical services rendered directly to them. In most managed care 
plans providing such coverage, the patient would have to meet the prior authorization 
requirements of the plan, except in emergency treatment cases. Indeed, third-party review of
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the treating physician’s determination of medical necessity—particularly if  done before the 
delivery of services—provides a useful check on the appropriate use of health care resources. 
But should providers became foo solo decision makers as to whether a service is medically 
necessary and appropriate, this system of checks and balances that works to provide good 
medicine at an affordable price would be seriously undermined, if  not destroyed.

4. Utilization Review and Other Quality and Cost Controls Rendered Moot

Utilization management and other quality and cost-containmcat mechanisms would 
fall before the juggernaut o f Section 151. Utilization review is a process, or scries of 
processes, to address quality of care. Within a plan, it is developed and managed by health 
care professionals to assess wheiiicr a treatment plan is medically necessary or appropriate 
and, therefore, a covered benefit deserving of payment under the coverage plan. A well- 
functioning utilization review program, under the direction of medical professionals, 
manages the use of available resources to optimize die effectiveness of the care. Physicians 
and nurses review requests for prior authorization or prcccrtificetion determinations to make 
sure that a planned procedure is a covered benefit and to determine that it is medically 
appropriare (i.e., foe right procedure in the right setting, at the right time). Prccertification 
determinations not only protect plan participants from undergoing unnecessary procedures, 
they also offer other protections, such as care provided in a contracted facility that has met 
foe health plan’s standards, provided by a physician who is credentialed by the health plan.
It’s unclear* at this time how extensively this proposal would undermine foe emerging health 
plan programs targeting management of specific diseases such as asthma, diabetes, and heart 
disease. Under Section 151, however, utilization review and other quality and cost- 
coniainment mechanisms could arguably be characterized as “arbitrary interference with” or 
“alteration o f ’ the physician’s medically necessary treatment plan.

Moreover, Section 151 ’s deference to foe treating physician’s decision with respect to 
the “manner or setting” of treatment also would weaken utilization review. Indeeu, under 
such strictures, health plans may well be tempted, in the words of the CBO Report, “to 
reduce foe frequency with which they chalicngc[d] physicians’ decisions," regardless of their 
medical necessity to avoid the administrative costs of adjudicating challenges. (Sec endnote 
26.)

Resources to pay for health care services are limited for both government and private 
payers. The proposed legislation would put pressure on health plans to approve requests for 
utilization review determinations that would be questioned under the current system, and to 
pay any and all claims regardless of their true medical necessity, simply to avoid foe 
expanded liability for denial of payment. This would have an adverse effect on the quality 
and cost of the carc.

5. Provider Financial Conflicts Could Become More Problematic

Insurers—public and private—have relied on the medical necessity standard to help 
discourage overuse o f medical services. Studies comparing the use of certain medical



procedures by geographic region have found large differences in physician practice patterns 
not clearly justified by patient demographics or outcomes. This raises concerns about foe 
efficacy .andiwas of many .medical practices.^ Indeed, amyriad of studies have shown that 
many services patients received had no significant medical benefit and were, in some 
instances, harmful.0  Unfortunately, Section 151, by providing the physician with statutory 
“leverage” over the coverage and payment determinations, could motivate physicians to 
overtxeaL** Incentives to ovcxtreat include:

■ • the inherent and intractable nature o f fcc-for-scnqcc itself,
•  payment and receipt o f inducements or kickbacks for referrals—currently 

illegal only in Medicare and Medicaid;
•  income earned by a physician referring patients to medical facilities owned or 

invested in by foe physician—limited in only certain instances in Medicare;
• income earned by a physician for dispensing drugs, products, and other 

ancillary medical services;
• payments made by hospitals to doctors to purchase physicians’ medical 

practices and pressure to increase admissions;
• hospital joint ventures and income guarantee arrangements and loans to 

physicians to promote referrals to the sponsoring hospital;
• hospital provision of management functions such as billings, collections, and 

accounting to promote referrals to the sponsoring hospital;
• gifts to doctors from medical suppliers offering products that require a 

. physician’s prescription to be sold; and
• sale o f information from patients’ files by doctors to marketing firms, 

pharmaceutical firms, and others.

C. Concerns About Diminished Quality of Care

I. Evidence-Based Quality Standards Rendered Moot

Each year, as many as 120,000 Americans die, and about 1 million are injured, 
because of medical mishaps and errors.55 In some cases, doctors prescribe unorthodox or 
unnecessary courses of treatment that could be defended as consistent with “generally 
acceptable principles of professional medical practice” under Section 151, but that place 
patients at significant risk for injury or death.

Patient injuries resulting from medication occur at the rate of about 2,000 a year in 
each large teaching hospital; about 28 percent are preventable based on current knowledge.5* 
The 1984 Harvard Medical Practice Study of New York State Hospitals, published in the 
New England Journal of Medicine in 1991. estimated that more than 27,000 patient injuries 
arc due to negligent care.57 Section 151 could exacerbate these problems because it would 
give individual providers the authority to bypass the carrier’s utilization review process and 
its application of practice guidelines to coverage decisions.


