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MINUTES OF THE SENATE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE .

The meeting was called to order by Chairperson Senator Don Steffes at 9:00 a.m. on March 24, 1999
in Room 529 S of the Capitol.

All members were present except:

Committee staff present: Dr. Bill Wolff, Research
Ken Wilke, Office of Revisor
Nikki Feuerborn, Committee Secretary

Conferees appearing before the committee: Kathleen Sebelius, Insurance Commissioner
Jerry Slaughter, Kansas Medical Society
Linda DeCoursey, Kansas Insurance Department
Brad Smoot, Blue Cross/Blue Shield
Gerard Grimaldi, Kaiser Permanente
Bill Sneed, HIAA

Others attending: See Attached

Discussion on SB 80-External Review

Chairman Steffes reported to the Committee the likelihood of the federal government to put in place external
review. In this particular case, state statutes would pre-empt federal law. Such legislation would be an
attempt to protect both providers in the health care services and enrollees in HMO’s. There is a delicate
balance between patient protection and cost containment. A balloon amendment prepared by the Insurance

Department and healthcare provider industry was presented to the Committee for their review and study
(Attachment 1).

Commissioner Sebelius highlighted their areas of concern which included definitions of "insurer" and deletes
third party administrators from such definition. Other persons involved in the discussion of the bill were
Linda DeCoursey of the Insurance Department, Jerry Slaughter representing the Kansas Medical Society, Brad
Smoot of Blue Cross/Blue Shield; Gerard Grimaldi of Kaiser Permanente, and Bill Sneed of HIAA. The
group, including the Kansas Trial Lawyers Association, was asked to work out their differences on the bill
and report their findings to the Chair.

Senator Becker moved for the approval of the minutes of March 17, 18. and 22. Motion was seconded by
Senator Corbin. Motion carried.

The meeting was adjourned at 10:00 a.m.
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Pat Morris, Kansas Association of Insurance Agents
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John Federico, Humana
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John Peterson, Kaiser Permanente

Mary Spink, Department of Personnel Services

Paul Davis, Kansas Insurance Department

Linda DeCoursey, Kansas Insurance Department
Commissioner Sebelius, Kansas Insurance Department
Brad Smoot, Blue Cross/Blue Shield

Terry Humphrey, Kansas Trial Lawyers Association
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9 AN ACT rclating to accident and hcalth insurance; concerning an exler-

10 nal review process; providing cerlain requircments.

11

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

13 Scction 1. (a) For purposes of this section:

14 (1) " Adverse decision” means a utilization review determination by a

I5 third-party administrator, an insurcr, or a health carc provider acling on
16 behalf of an insurer that a proposed or delivered health care service which
I'7 would otherwisc be covered under an insured's contract is not or was not

18 medically nccessary or the health care treatment has been determined to

Senate Financial Institutions & Insurance
]
7

LY
Attachment # /

and, (a) if the requested service is provided, coverage is
denied or reduced in a manner that leaves the insured with a
Jinancial obligation to the provider or providers of such
services, or (b) the adverse decision is the reason for the
insured not receiving the requested services.

19 be experimental or investigational, «

“emergency medical condition” means the sudden,
and at the time, unexpected onset of a health condition
that requires immediate medical attention, where
Jailure to provide medical attention would result in a
serious impairment to bodily fiinctions, serious
dysfunction of a bodily organ or part, or would place

<4
20 (2) "Hcalth insurance plan" means any hospital or medical expense

21 policy, health, hospital or medical scrvice corporation contract, and a plan
22 provided by a municipal group-funded pool, or a health maintenance
23 organization contract offered by an cmployer or any certificate issucd

24 under any such policics, contracts or plans. Health insurance plan docs

the person’s health in serious jeopardy.

“external review organization " means an entity that conducts
independent external reviews of adverse decisions pursuant to

a contract with the commissioner. Such entity shall have
experience serving as the external quality review organization
in health programs administered by the state of Kansas.




25 not include policics or certificates coveringveﬂl-y-eeeidﬁnt;—efedit—,—denml;
Misabil#yiﬂeerueﬁeﬂﬁeﬁ%samrhespém#indamﬂkyrmedmm
- ment-vision-eare;-coverage-issued-ns-a-supplementte-linbility-insurance;
29-bile-medieal-payment-insuranee-or-insurance-underwhich-benefits-are
SOWHHMm%heukmga@te—Faul&anéwhieh—isﬁmmmﬂfmquimd
3H-e-be-contained-in-any-liability-insurance-peliey-orequivalent sl
3L-insuratice:

33 (3) "'Insured" means the beneficiary of any insurance company, fra-

34 ternal benefit socicty, health maintenance organization and nonprofit hos-

35 pital and medical scrvice corporation authorized to transact health insur-

36 ancc business in this state.

Any specified diseasc, specified accident or
accident only coverage, credit, dental, disability
income, hospital indemnity, long-term carc
insurance as defined by K.S.A. 40-2227 and
amendments thercelo, vision carc or any other
limited supplemental benefit nor to any medicare
supplement policy of insurance as defincd by the
commissioncr of insurance by rule and
rcgulation, any coverage issucd as a supplement
lo liability insurance, workers’ compensation or
similar insurance, automobile medical-payment
insurance or any insurancc under which bencfits
arc payable with or without regard to faul,
whether written on a group, blanket, or
individual basis.

“Insurer” means any insurance company, fraternal

<
37 (b) The right to review under this section shall not be construed to

38 change the terms of coverage under a health insurance plan.
39 (c) The insurer shall provide written notice to the insured of a final
40 adversc decision and the opportunity and-time-period [or requesting the

41 commissioner's revicw.,

42 (d) An-insured who-has-exhausted-all-available-internal-review-pro-

benefit society, health maintenance organization,
nonprofit hospital and medical service corporation,
municipal group funded pool, third party administrator
and the self-funded coverage established by the state of
Kansas for its employees.




43-seduresprovided-by-the-health-insurance-plan-or-has-not-received-a-final

An insurcd has the right to an independent external
rcvicw of an adverse decision under a health insurance
plan when:

(1) The insured has exhausted all available internal
review procedures provided by the health insurance
plan; or

(2) the insured has not reccived a final decision from the
insurcr within 90 days of secking an appeal.

(c) The independent review may be available when the
insurcd, provider acting on behalf of the insured or
Icgally authorized designee of the insured files a
wrilten request with the commissioner of insurance.
(Option: The independent review may be available

when the insured, treating physician or provider of the

insured, or legally authorized designee of the insured

Siles a request with the commissioner.)

8 ¢e) () An insured shall provide all information e required-by thc commis-

(in their possession pertaining to the claim in order for]

9 sioner to make a preliminary determination i ineluding-the appcal form;-a-
10 eepy-of-thefinal-desision-ef-denial and a fully executed releasc to obtain
I'l any nccessary medical records from the insurer and any other relevant
12 provider.,
13¢H (g) In responding to the commissioner, the insurer shall providc a

14 complelc cxplanation as to the basis of the decision adverse to the insurcd

[ The insured shall also provide The commissioner with an|

and all medical and other records pertaining to the
Y| insurcd’s claim within 5 days of the notice of
appcal.

L




15 €g) (1) Pursuant to a contract ncgotiated with the insurance department,

external review

16 an iniepeﬂdem reviewer organization shall conduct an-external review of

17 the adversc decision under a health insurance plan.

provide that all reviews done pursuant to this section are
conducted by health care providers actively engaged in

v
18 (1) The cxternal reviewerorganization shall inelude-health-care-providers cre-

19 dentialed with respect to the health care service under review and who
20 have no conflict of interest relating to the performance of their dutics

21 under this scction.

22 (2) The reviews shall be done in accordance with standards of deci-

23 sion-making bascd on objective clinical evidence and shall resolve all is-
24 sucs in a timely manncr and provide cxpedited resolution when the de-

25 cision relales to cmergency or urgent health care services.

the practice of their profession in the state of Kansas
who are qualified and

/4

(3) the external review organization shall maintain and report
such data as may be required by the commissioner in order to
assess the effectiveness of the external review process.

(1) no external review arganization nor any individual working
on behalf of such organization shall be liable in damages to
any insured for any opinion rendered as part of an external
review conducted pursuant to this act.

<
26 (I)-(i) The commissioner of insurance shall:

27 (1) Notify the insured or health care provider in writing as to whether

request for external review will be granted

28 lhcr eﬁﬂ%ﬁ%wﬂ%%m&ﬁemal—rm;

29 (2) allow an insurer, an insurcd, a hecalth care provider filing a eem- <

10 plaint on behalf of an insured or a legally authorized designee of the

31 insured to provide additional written information as may be rclevant for

request for external review




32 the commissioncr to make a final decision on the eomplaint; ¢—

request for external review J

33 (3) makc a decision on a complaint within 30 days afler rcceiving all
34 nccessary information; and

35 (4) design an expedited procedure for use in an emcrgency casc for

36 purposcs of rendering a decision y—

379 () Mmmmﬁmmweﬂkmmgammm

‘En less than seven dayg

II]E—iﬂSH?Gd-ShﬂM!eHae—baﬁed—&em-seekiﬂg_a
privateremedy:

38 binding-on-the health. | the 1
39 (k) TTlC commissioncr of insurance is hereby authorized 1o ncgotiate
40 and enter into contracts necessary to perform the duties required by this
41 scclion.
42 ¢k (1) The commissioner of insurance shall adopt rules and rcgulations
43 nccessary to carry out the purposcs of this section. The rules and regu-
Page 3

I lations shall ensure that the commissioner of insurance is able to provide
2 an cffective and cfficient external review of health carc services.

3 Scc. 2. This act shall take effect and be in force from and after its

4 publication in the statute book.

() The decision of the external review arganization shall he
considered an agency action pursuant to K.S.A. 77-621 . and shall
be binding on the parties, except to the extent the insured hay
other remedies available under applicable federal or state law.
All records and information used in the external review, and the
decision of the external review organization, shall be admissible
in any subsequent proceeding or action involving the matter
submitted to external review.




