HOUSE OF REPRESENTATIVES

KENTUCKY GENERAL ASSEMBLY AMENDMENT FORM

2000 REGULAR SESSION

Amend printed copy of HB 617/HFA3

On page 2, line 8, by deleting "September 30, 2000," and inserting in lieu thereof "March 31, 2001, or December 31, 2000, if the commissioner certifies the statewide provider network is operational according to Section 3 of this Act,"; and

On page 3, after line 14, by inserting:

"(26)
Statewide provider network" means provider network established in accordance with Sections 26 and 27 of this Act;" and

On page 3, line 15, by deleting "(26)" and inserting "(27)" in lieu thereof; and

On page 3, line 16, by deleting "(27)" and inserting "(28)" in lieu thereof; and

On page 3, line 18, by deleting "(28)" and inserting "(29)" in lieu thereof; and

On page 6, lines 19 to 20, by deleting "sooner than January 1, 2001" and inserting in lieu thereof "later than April 1, 2001, or prior to that date but not before January 1, 2001, if the commissioner has certified that the statewide provider network is operational. The statewide provider network shall be certified by the commissioner as operational if the department has contracts with eighty percent (80%) of the in-state physicians of the insurer with the largest market share and ninety percent (90%) of the in-state hospitals of the insurer with the largest market share and has adequate coverage for physician and hospital services in at least one hundred (100) counties in Kentucky. After certification is received from the commissioner, health coverage shall be available under Kentucky Access and guarantee issue shall not be required in the individual market."; and

On page 8, line 23, by deleting "effective" and after "2001," by inserting "or thereafter,"; and

On page 9, line 8, by inserting a period after "network" the first time the word appears on the line and by deleting the remainder of the line; and

On page 9, by deleting lines 9 and 10 in their entirety; and

On page 9, line 11, by deleting "the provider network, and the current market rate of the provider network."; and

On page 9, line 13, by deleting "shall be limited to" and inserting "for" in lieu thereof , and after "enrollees" by inserting "and for enrollees of other insurers, self-funded plan, and employer-organized associations under Sections 26 and 27 of this Act"; and

On page 13, line 26, by deleting "October 1, 2000" and inserting in lieu thereof "March 31, 2001, or December 31, 2000, if the commissioner certifies the statewide provider network to be operational according to Section 3 of this Act"; and

On page 18, line 12, by deleting "and"; and

On page 18, line 14, by deleting the underlined period and inserting "; and" in lieu thereof; and

On page 18, after line 14, by inserting:

"(j)
Access fees received by insurers, self-funded plans, and employer-organized associations under Section 27 of this Act."; and

On page 22, line 8, by deleting "January" and inserting "April" in lieu thereof, and after "2001" by inserting ", or December 31, 2000, if the commissioner has certified the statewide provider network to be operational according to Section 3 of this Act"; and

On page 27, line 26, by deleting "December 31, 2000" and by inserting in lieu thereof "March 31, 2001, or December 31, 2000, if the commissioner has certified the statewide provider network to be operational according to Section 3 of this Act"; and

On page 28, line 20 and on line 21, by deleting "December 31, 2000" and by inserting in lieu thereof "March 31, 2001, or December 31, 2000, if the commissioner has certified the statewide provider network to be operational according to Section 3 of this Act"; and

On page 35, line 1, page 36, line 12, page 37, lines 23 and 26, and page 40, line 3, by deleting "January 1, 2001" and by inserting in lieu thereof "April 1, 2001, or January 1, 2001, if the commissioner has certified the statewide provider network to be operational according to Section 3 of this Act"; and

On page 43, line 18, by deleting "October 1, 2000" and inserting "April 1, 2001" in lieu thereof; and

On page 43, line 20, by deleting "October 1, 2000" and inserting "April 1, 2001" in lieu thereof; and

On page 44, line 11, after "until" by inserting "April 1, 2001" and by placing "[" before and striking through "January 1,"; and

On page 44, line 12, by deleting "2001" and removing "["; and

On page 48, line 12, after "2001" by deleting ", and" and inserting "under" in lieu thereof; and

On page 48, line 21, by inserting "subsection" after "Notwithstanding"; and

On page 52, line 1, by deleting "Act" and inserting "section" in lieu thereof; and

On page 52, by deleting line 7 through page 59, line 6 and by inserting in lieu thereof:

"SECTION 26.   A NEW SECTION OF SUBTITLE 17B OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
A statewide provider network may be created. The statewide provider network shall be used for Kentucky Access and may be leased by insurers, self insured employer organized associations, and self-insured plans meeting the department's criteria as specified in Section 27 of this Act. 

(2)
The department shall operate and administer the statewide provider network using funds designated for the Kentucky Access fund.

(3)
The statewide provider network shall include various providers from all geographic regions of the state.

(4)
The department shall develop provider contracts for the statewide provider network that contain standard terms and conditions for all similarly situated providers, do not discriminate in those terms among similarly situated providers, and include the following:

(a)
General terms and conditions of participation, including the requirement to comply with all provisions of this section or any other provision of this chapter specifying terms that are required to be contained in, or are prohibited from being contained in, any agreement between the department and a provider;

(b)
Credentialing standards;

(c)
Quality standards;

(d)
Utilization review standards;

(e)
Data management standards;

(f)
Claims payment standards in accordance with this chapter;

(g)
Internal and external grievance procedures in accordance with this chapter;

(h)
A continuity of care provision;

(i)
A contract term of twenty-four (24) months, renewable for the same period, with a provision allowing termination for any reason upon ninety (90) days prior written notice; and 

(j)
Any other provision which the department, acting in conjunction with the Contracts Review Advisory Committee established in subsection (10) of this section, determines is necessary or appropriate.

(5)
The department shall be responsible for initial contracting, contract renewal, credentialing and recredentialing for the statewide provider network.

(6)
A provider shall have freedom of choice to:

(a)
Make application to enroll in the statewide provider network at any time; and

(b)
Terminate participation in the statewide provider network in accordance with subsection (4)(i) of this section.

(7)
The statewide provider network shall meet the requirements of KRS 304.17A-270. The department shall not charge any application fee or other fee for a provider to participate in the statewide provider network. Any provider willing to enroll and meeting the contract requirements in subsection (4) of this section shall be enrolled in the statewide provider network. In order to become a statewide network participating provider, a provider shall execute and comply with the applicable provisions of the written provider contract. 

(8)
The department shall establish provider reimbursement rates for the statewide provider network.

(a)
Physician services shall be reimbursed as follows:

1.
For the calendar year 2001, physician fees for Kentucky Access enrollees shall be set at one hundred thirty percent (130%) of the Medicare Physician Fee Schedule for calendar year 2001, as established by the Health Care Financing Administration. For subsequent years, physician fees for Kentucky Access shall be based on the Medicare physician fee schedule for calendar year 2001 increased by the annual percentage change in the Medicare Economic Index (MEI) for the prior calendar year; 

2.
For all enrollees covered by the statewide network other than those in Kentucky Access, the fees shall be initially established at one hundred thirty-eight percent (138%) of the Medicare Physician Fee Schedule for calendar year 2001. For subsequent years, physician fees for these enrollees shall be the based on the Medicare fee schedule for calendar year 2001 increased by the annual percentage change in the Medicare Economic Index (MEI) for the prior calendar year; and

3.
New or revised CPT codes for the year 2002 and thereafter shall be incorporated into the physician fee schedule at the payment level established using the RBRVS formula applicable to the year of their revision or introduction, and annually updated by the percentage change established under the MEI.

(b)
Hospital services for enrollees covered by the statewide provider network other than Kentucky Access shall be reimbursed as follows:  

1.
The inpatient reimbursement rate for acute care hospitals located in an urban area shall be one hundred forty percent (140%) of each hospital’s Medicare prospective payment rate effective January 1, 2001, multiplied by the DRG weight assigned to the diagnosis of the patient utilizing the Medicare DRG weights that are in effect on the date of the patient’s discharge;

2.
The inpatient reimbursement rate for acute care hospitals located in a rural area shall be one hundred eighty percent (180%) of each hospital’s Medicare prospective payment rate effective January 1, 2001, multiplied by the DRG weight assigned to the diagnosis of the patient utilizing the Medicare DRG weights that are in effect on the date of the patient’s discharge;

3.
The inpatient reimbursement rate under subparagraphs 1. and 2. of this paragraph shall utilize the Medicare prospective payment rate and includes the operating base rate (adjusted for wage index and case mix), capital base rate, disproportionate share percentage (DSH), and the Direct or Indirect Medical Education Percentage. The rate shall be updated annually for the HCFA Market Basket inflation as published in the Federal Register and effective for the preceding year.

4.
Hospitals that are reimbursed under Medicare TEFRA reimbursement methodology shall be reimbursed for inpatient services at one hundred forty percent (140%) of the Medicare per diem rate effective January 1, 2001, for urban hospitals and at one hundred eighty percent (180%) of the Medicare per diem rate effective January 1, 2001 for rural hospitals.  That rate shall be updated annually for the HCFA Market Basket inflation factor for psychiatric, rehabilitation and long term care facilities and units as published in the Federal Register and effective for the preceding fiscal year; and
5.
Outpatient reimbursement for each hospital shall be at ninety percent (90%) of the amount regularly charged by the participating hospital. Annual increases in an individual hospital’s charges shall not exceed the HCFA Market Basket inflation factor as published in the Federal Register and effective for the preceding year for purposes of annually updating reimbursement under this provision. Each hospital that elects to participate in the network shall submit a schedule representing the amounts regularly charged as of January 1 of each year  to the department for its review. Material submitted under this section is proprietary and not subject to the requirements of the open records law. 
(c)
Hospital services for Kentucky Access enrollees shall be reimbursed at seventy-five percent (75%) of the amount regularly charged by the participating hospital. Annual increases in an individual hospital’s charges shall not exceed the HCFA Market Basket inflation factor as published in the Federal Register and effective for the preceding year for purposes of annually updating reimbursement under this provision. Each hospital that elects to participate in the network shall submit a schedule representing the amounts regularly charged as of January 1 of each year  to the department for its review. Material submitted under this section is proprietary and not subject to the requirements of the open records law. 

(d)
Other services shall be reimbursed at rates established by administrative regulations promulgated by the department.

(9)
Notwithstanding any provision to the contrary, it shall be unlawful:

(a)
For network providers to jointly coordinate a network-wide cessation, reduction or limitation of health care services to the department, lessor of the Kentucky Access network, or to any insurers;

(b)
To require a provider duly licensed in this Commonwealth to participate in the Kentucky Access provider network; or

(c)
To require a provider to exclusively participate in the Kentucky Access provider network.

(10)
A Contract Review Advisory Committee is hereby established to begin operations on January 1, 2001, and shall be composed of eight (8) members who shall serve terms of two (2) years beginning on January 1, 2001. Three (3) members shall be selected by the Kentucky Medical Association from its membership and three (3) members shall be selected by the Kentucky Hospital Association from its membership. The commissioner shall appoint one (1) physician who is not a Kentucky Medical Association member, and one (1) consumer representative. The committee shall provide advice and counsel and make recommendations to the department regarding the development and terms and conditions of the provider contracts that shall be used for the statewide provider network. The committee shall select from its membership a chair who shall serve as chair for one (1) year. The committee shall meet at least quarterly and at any time upon call of the chair. The committee shall be attached to the department for administrative purposes.

(11)
A provider contract may be modified based on mutual agreement between the provider and department.

SECTION 27.   A NEW SECTION OF SUBTITLE 17A OF KRS CHAPTER 304 IS CREATED TO READ AS FOLLOWS:

(1)
The General Assembly finds that the health insurance market will become more competitive if a statewide provider network is available to insurers, and that leasing the provider network developed for Kentucky Access under subsection (17) of Section 4 of this Act under the criteria set forth in this section will result in a competitive marketplace that creates significant efficiencies in which consumers will have the benefit of high quality, cost-effective health care and additional choices of risk-takers and products. Although the criteria set forth in this section may in some circumstances result in certain anticompetitive effects, the General Assembly finds that it has taken the necessary steps to assure that any such anticompetitive acts shall not prevent or impede the formation or operation of other networks or plans or result in payments to providers that exceed competitive levels. 

(2)
The department may perform any actions that may be necessary and proper to lease the provider network developed for Kentucky Access under subsection (17) of Section 4 of this Act only to the organizations that meet the following criteria, to the satisfaction of the department, including, but not limited to, the following:

(a)
The organization has sufficient staff and written policies and procedures for member enrollment, eligibility determination, provider relations, utilization management, quality improvement, drug utilization review, premium billing and collection, data reporting and any other responsibilities requested by the department;

(b)
The organization has written policies and procedures to ensure timely and efficient payment of claims, including, but not limited to, the following:

1.
Development and provision of a claims billing manual to health care providers participating in the network that includes information relating to the proper billing of a claim, including any required attachments;

2.
Payment of all claims in accordance with the provisions of this chapter required of entities issuing health benefit plans; and

3.
Notification of an enrollee through an explanation of benefits if a claim is denied or if there is enrollee financial responsibility for deductible or coinsurance amounts related to a paid claim;

(c)
The organization has written policies and procedures to issue denial letters under KRS 304.17A-540 and other applicable law for denial of preauthorization and precertification requests for medical necessity, medical appropriations, and contract coverage determinations;

(d)
The organization agrees to submit information to the department under KRS 304.17A-330;

(e)
The organization agrees to submit information to the department regarding the applicant’s  operation and financial condition. The frequency, content, and form of the reports shall be determined by the department;

(f)
The organization agrees to be subject to the examination by the department under Subtitles 2 and 3 of this chapter;

(g)
The organization agrees to pay an amount equal to one dollar ($1) per enrollee per month to access the provider network;

(h)
The organization agrees to maintain at all times during the lease, a net worth that meets or exceeds the risk based capital requirements for the company action level;

(i)
The organization agrees to pay the providers in accordance with the providers participating in the network in accordance with Section 26 of this Act;

(j)
The organization agrees to abide by the quality improvement policies and procedures agreed to between the participating provider network and the department;

(k)
The organization agrees to conduct utilization review activities in accordance with applicable state law and  abide by the  policies and procedures agreed to between the participating provider network and the department;

(l)
The organization agrees to abide by the patient protection provisions set forth in KRS 304.17A-500 to 304.17A-590;

(m)
The organization agrees to maintain an internal appeals process and a process for independent external review of adverse determinations in accordance with applicable state law and any  written policies and procedures established by the network that are not in conflict with applicable law;

(n)
The organization agrees to submit to the department for resolution conflicts with providers participating in the network that cannot be resolved internally and agrees to be bound by the department’s determination;

(o)
The organization agrees to continue abiding by the terms of the lease agreement after its termination for purposes of assuring continuity of care to members, as required by statute and the specific terms of the lease;

(p)
The organization agrees to bear all costs in providing provider network directories to the applicant’s members;

(q)
The organization agrees to designate a management employee responsible for assuring compliance with the terms of the lease agreement and responsible for the resolution of any issues with either the department or a member of the participating provider network; 

(r)
If the organization is a self-funded plan not otherwise regulated by the department, it agrees to abide by and be subject to all of the applicable laws and regulations required for insurers issuing health benefit plans and pays the assessments on insurers as set forth in Section 11 of this Act;

(s)
The organization agrees to any other actions required by the department as may be necessary and proper for the execution of the lease agreement and to achieve the objectives of the legislature as set forth in subsection (1) of this section; and

(t)
The organization agrees to abide by the terms and conditions of its contracts with the department and the network.

(3)
The criteria set forth in subsection (2) of this section shall be incorporated into an agreement developed by the department for leasing the network. The lessor may cancel the lease agreement by providing the department with at least one hundred eighty (180) days' advance written notice and meeting any other applicable requirements of KRS 304.17A-240.
(4)
An insurer that leases the network shall not sublease the network to another person, insurer, or organization or in any way  transfer the lease to another entity.

(5)
The commissioner may terminate the lease with any insurer in the event the lessor substantially fails to comply with the terms of the lease, if the commissioner gives the insurer written notice of the deficiency and the insurer fails to correct the deficiencies to the satisfaction of the commissioner within sixty (60) days of receipt of the notice.

(6)
An insurer that leases the network created under subsection (17) of Section 4 of this Act may utilize another network to provide a health benefit plan product different from that offered through the network created under subsection (17) of Section 4 of this Act.

(7)
In no event shall the commissioner lease the network to an entity if the total membership accessing the network exceeds two hundred fifty thousand (250,000) members, excluding members of any self-funded plan offered to employees of the Commonwealth of Kentucky. If there are applicants with membership that in the aggregate exceeds the capacity requirements set forth in this subsection, the commissioner shall accept the applications based upon the order in which the applications were completely filed with the department.

(8)
On or before January 1, 2004, and every two years thereafter, the commissioner shall report to the members of the General Assembly his or her findings regarding the economic impact of the leasing of the provider network developed under subsection (17) of Section 4 of this Act. The report shall include, but not be limited to, the commissioner’s finding of the level of competition existing as of the date of the report compared to the level of competition as of the date of the effective date of this section, any significant efficiencies that have been created as a result of the leasing of the provider network, whether any additional products have been offered to consumers, and whether the leasing of the network has prevented or impeded the formation or operation of other network or plans, or resulted in reimbursement charges paid to providers being charged above competitive levels, to any recommendations for any modifications necessary to achieve or maintain a competitive marketplace. In developing the report, the commissioner shall consider the findings and recommendations of the Health Insurance Advisory Council and any other interested parties.

(9)
The commissioner shall not enter into any lease arrangement under which an insurer would lease only a portion of the network created under subsection (17) of Section 4 of this Act."; and

renumbering subsequent sections accordingly; and

On page 60, line 18, before "The" by inserting "Effective April 1, 2001, or January 1, 2001, if the commissioner has certified the statewide provider network as operational according to Section 3 of this Act," and

On page 61, line 8, deleting "January 1, 2001" and inserting "April 1, 2001, or January 1, 2001, if the commissioner has certified the statewide provider network as operational according to Section 3 of this Act," and

On page 61, by deleting line 9 in its entirety.
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