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MINUTES OF THE _HOUS€  COMMITTEE ON __Insurance

Rep. Rex Hoy at

The meeting was called to order by
Chairperson

__;iiglfghjanon March 24 ]9§§h1Hmnliakfi__xﬂtheChpﬁd.

All members were present except:

Rep. Gierstad, excused

Cmnmh&esé%%ﬁe&%EHQUISt’ excused

Mz . Emalene Correll, Research Department
Mg. Melinda Hanson, Research Department
Mr. Gordon Self, Revisor's QOffics

- T.Te i hy oy .
Cmﬁemesm%%&h%ﬁ%%%@d%}&%ﬁgﬁfabommlttee secretary

Mr. Ken ZSchafermever, Kansas Pharmacists Assoc.
Mr. Don Hortter, Delta Dental Flan

Dr. Ed Hall, Delts Dental Plan

Mr. Ron Todd, Kansas Insurance Department

Mr. Carl Schmitthenner, Kansas Dental Assococ.

The mesting wag called to order by the Chairman.

Hearing on: HB 3088
act
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Ms . Melinda Hanscon explained that this bill is st
Committes on Wayvs and Means but that it will be re
our committes. The bill is an act relating to the
sztablishment, operation and regulation of nonprofit
corporations organized for the purpose of entering into
contracts with participating pharmacists to provide or
administer professional service to subscribers. She reviewed
each of the 14 New Sections of the bill; Section 1% deals
with fees and taxes.

Mr. EFen Schafermever, Kansas Pharmacists Association,
presented testimony on this enabling act. {Attachment 1.)
He clarified for the committee that this would allow
establishment of a service corporation, wWould allow health
care providers to establish third-party contracts, and would
axempt the corporation from the resserve and recording
regulrements now reguired of insurance companies. ANy
pharmacisgt would be =ligible to join the organization and
would then be reguired to abide by the terms of the contract.
He presented an amendment which would add capitation basis a:

i

a means of compensation. {Attachment 2.1}

He was asked to explain how the capitation program works
regarding prescriptions. The pharmacist would receive a =set
amount for each prescripticon filled. He discussed the
RBobinson-Patman Act, an anti-trust act which states that a
supplier must sell to all retailers at the same price. This
does not apply to nonprofit institutions, a provision which
the Kangag Pharmacists Association is sesking to repsal, =1
pharmaceutical companies can sell to hospitals at lower

prices than to private concerns.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 3

editing or corrections. Page 1 Of —




o

CONTINUATION SHEET

MINUTES OF THE _House COMMITTEE ON __Insurance

Toom

521-8

3:30 %% March 24

. Statehouse, at ™./p.m. on

Page Two

Hearing on; SB 667 - Concerning nonprofit dental service

w9

Mr. Don Hortter, General Jdounsel, Delta Dental Plan, said the
bill adds the capitation bazis at the insurances
commigsiconer’'s reguest. He sxplained that a dentist would be
palid & given sum per month per subscriber on which he is tThe
risk Taker. The corporation originally was required to have
participating agreements Ifrom at least 0% of all licensed
dentists who were engaged in business in the state. Though
there are currently about 70% of the eligible dentists
participating,. Mr. Hortter said it dossn’'t seem wise for the
provisgion to remain; a nonprofit service corporation should
not be under the control of the group whoe has the most to
gain by manipulating it, possibly at the expense of the
public. The bDill would change the composition of the board
to allow more option as to who iz on the board. It would
also add preferred provider organizations as a group with
which the nonprofit corporation may contract.

He stated there would be no problem including the provision
that any licensed dentist may sign up. After a dentist has
Joined there would be the control of due process
requliremnents. He =aid that & common coriticism of the
capiltation program 1s that it ccould produce minimal or bad
dental work. The purpose of capitation is to provide
reasonable care at a reasonable price, a service that is
being demanded by the public. He said capitation procedures
are subiect to the game guality review gtandards ag other
dental procedures. The counterargument is that capitation
sncourages preventive dentistry.

Dr. Ed Hall, Delta Dantal Flan, exp“@ascd strong suppor
the bill. He saild dental inzurance is beneficial to patients
and emplovers; those families with some insurance ooverage
can best afford gquality care. The 50% provision woul
provide an unwise veto power.

My . Horn  Todd, Kansas Insurance Department, said that e
department was approached for suggestions tTo Dbring the
statute relating to nonprofit dental service corporations
into line with the one for nonprofit wmedical service
corporations. The Insurance Department supportz passage of
this bill; the zame situation applies to the previous bill
dealing with pharmacists corporations.

Mr. Carl Zchmitthenner, Kansas Dental Association, spoke in
opposition to the bill. He said it was represented as

housekeeping bill but that 1t appears to do much more. Th
Kansas Dental Asscciation is oppeosed to removing the 50
participaticon requirement and to capitation because it gives
the incentive to lower treatment. He was asked if people
would be without service if an organization dropped below
50% participation, which would cloze it down. He felt they
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would s3till be required to provide service to subscribers but
not in the same mannsr.
Mr. Ron Todd sald that the organization's certificate must be
renewed each vear; it is a static reguirement that they must
maintain 50% participation.
Rep. Sprague moved that the bill be amended to read that all
Kansas dentists be able to sign participating agreements;
Rep. Graeber seconded the motion. The motion carried.
The minutes of the previous mesting were approved.
The meeting was adicurned at 4:5%50 p.m. by the Chairman.
|
|
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THE KANSAS PHARMACISTS ASSOCIATION
1308 WEST 10TH

PHONE (913) 232-0439

TOPEKA, KANSAS 66604

KENNETH W. SCHAFERMEYER, M.S., CAE

PaARMACIST STATEMENT TO THE HOUSE COMMITTEE ON INSURANCE

MARCH 24, 1986

SUBJECT: HB 3089, REGARDING NON-~-PROFIT PHARMACY SERVICE CORPORATIONS.

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

NY NAME IS KEN SCHAFERMEYER AND I'AM EXECUTIVE DIRECTOR OF THE
KANSAS PHARMACISTS ASSOCIATION--AN ORGANIZATION REPRESENTING
APPROXIMATELY 1,000 PRACTICING PHARMACISTS IN THE STATE OF KANSAS.
I APPRECIATE THE OPPORTUNITY TO ADDRESS YOU ON HOUSE BILL 3089
REGARDING THE ESTABLISHMENT OF NON-PROFIT PHARMACY SERVICE

CORPORATIONS.

THIS BILL IS AN ENABLING ACT WHICH WOULD ALLOW THE ESTABLISHMENT
OF A NON-PROFIT PHARMACY SERVICE CORPORATION UNDER THE JURISDICTION
OF THE KANSAS INSURANCE DEPARTMENT. THIS "NON-PROFIT PHARMACY
SERVICE CORPORATION ACT" IS IDENTICAL TO THE NON-PROFIT DENTAL AND
OPTOMETRIC SERVICE CORPORATION ACTS WITH A FEW MINOR EXCEPTIONS:
1. THE BOARD OF DIRECTORS IS COMPRISED OF 11 MEMBERS RATHER
THAN 10. IT IS GENERALLY ACCEPTED THAT AN ODD-NUMBERED
BOARD OF DIRECTORS IS PREFERABLE TO AN EVEN-NUMBER
BOARD. THE MAJORITY OF THE MEMBERS OF THE BOARD OF
DIRECTORS WOULD BE PUBLIC MEMBERS APPOINTED BY THE
GOVERNOR (2) AND THE INSURANCE COMMISSIONER (4).
2. WE HAVE REMOVED THE PROVISION REQUIRING 50% OF THE

PHARMACISTS IN THE STATE TO PARTICIPATE BEFORE THE
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CORPORATION CAN BECOME. OPERATIONAL. IT IS OUR UNDERSTANDING
THAT DELTA DENTAL IS SEEKING REMOVAL OF THIS PROVISION IN
THE DENTAL SERVICE CORPORATION ACT BECAUSE THEY FEEL THAT
IT IS UNNECESSARY. WE AGREED WITH THEIR POSITION AND
OMITTED THIS REQUIREMENT IN THE BILL.
3. WE HAVE ADDED "PREFERRED PROVIDER ORGANIZATIONS" ON LINES
74 AND 101 IN ORDER TO CLEARLY INDICATE THAT PPOs ARE
AMONG THE GROUPS WHICH THE SERVICE CORPORATION MAY CONTRACT
WITH. THIS MAKES SENSE SINCE HMOs ARE SPECIFICALLY
MENTIONED AND THE LEGISLATURE HAS CONSIDERED A BILL TO
LICENSE PPOs. DELTA DENTAL IS PROPOSING A SIMILAR CHANGE
IN THEIR ACT THROUGH SENATE BILL 6667.
4. WE ARE REQUESTING AN AMENDMENT ON LINE 34 OF THE BILL TO
CLARIFY THAT CONTRACTS FOR PROFESSIONAL SERVICES MAY ALSO
ALLOW COMPENSATION ON A CAPITATION BASIS. (THE SUGGESTED
AMENDMENT IS ATTACHED.) ALTHOUGH IT IS THE INTENT OF
THIS BILL TO ALLOW CAPITATION REIMBURSEMENT, THIS AMENDMENT
MAKES THIS INTENT VERY CLEAR.
THE PURPOSE OF ESTABLISHING A NON-PROFIT PHARMACY SERVICE CORPORATION
IS TO ALLOW A STATE-CONTROLLED ORGANIZATION WITH PHARMACY REPRESENTATION
TO ACCEPT CERTAIN CONTRACTS WHICH INVOLVE RISK SHARING AND DISTRIBUTION
OF FUNDS BASED UPON EXPERIENCE OF THE GROUP. WITHOUT THIS ACT, SUCH
AN ORGANIZATION WOULD HAVE TO BE LICENSED AS AN INSURANCE COMPANY
OR A HEALTH MAINTENANCE ORGANIZATION. THE LEGISLATURE HAS DEEMED
THAT THESE ARRANGEMENTS ARE APPROPRIATE FOR HOSPITAL, DENTAL AND
OPTOMETRIC SERVICE CORPORATIONS. THE MANY CHANGES SWEEPING THE HEATLH
CARE INSURANCE INDSUTRY ALSO AFFECT PHARMACY AND IT IS TIME FOR THE
STATUTES TO REFLECT THIS. WE WOULD APPRECIATE YOUR SUPPORT OF THIS

BILL WITH THE SUGGESTED AMENDMENT.
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Session of 1086

HOUSE BILL No. 3089

By Committee on Insurance
(By request)
2-26

AN ACT relating to the establishment, operation and regulation
of nonprofit corporations organized for the purpose of entering
into contracts with participating pharmacists to provide or
administer professional service to subscribers; prescribing
certain fees; amending K.S.A. 1985 Supp. 40-252 and repeal-
ing the existing section.

Be it enacted by the Legislature of the State of Kansas:

New Section 1. This act shall be known and may be cited as
“the nonprofit pharmacy service corporation act.”

New Sec. 2. Nonprofit corporations may be organized for the
purpose of entering into contracts with participating pharmacists
to provide or administer professional service for subseribers on
such bases as may be designated in the corporation’s contracts
with purchasing groups, individuals and government agencies.
Such corporations may provide service or indemnity benefits.
Compensation for professional services shall be either on a

scheduled basis'or on the basis of usual, customary and reason-
able charges. Inherent in the authority provided in this act is the
right of any such corporation to function as an administrative
agent with respect to any group pharmaceutical care program
installed by a private organization for its employees or members,
or with respect to any pharmaceutical care program initiated by
any local, state or federal governmental body.

New Sec. 3. The membership of a nonprofit pharmacy ser-
vice corporation orgacized under this act shall be comprised of

the pharmacists who have executed participating agreements
with the corporatior. ‘he affairs of the corporation shall be
managed by a board ! ‘lirectors comprised of 11 members, five

7 ,capitation basis /
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