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LEGISLATIVE BILL 1162
Approved by the Governor April 14, 1998

Introduced by Landis, 46; Wesely, 26

AN ACT relating to insurance; to amend sections 44-5401, 44-5402, 44-5409 to
44-5414, 84-1601, and 84-1604, Reissue Revised Statutes of Nebraska,
and sections 44-6801, 44-6802, 44-6820, 44-68213, and 81-1307,
Revised Statutes Supplement, 1997; to adopt the Health Care
Professicnal Credentialing Verification Act, the Managed Care Plan
Network Adequacy Act, the Quality Assessment and Improvement Act,
and the Health Carrier Grievance Procedure Act; to rename the
Utilization Review Certification Act and the Managed Care Patient
Protection Act; to require health care coverage for certain drugs
and surgical and nonsurgical treatments; to provide powers and
duties; to eliminate provisions relating to utilization review and
managed care plans; to provide for coverage under the Nebraska State
Insurance Program for temporary state employees; to harmonize
provisions; to provide operative dates; to provide severability; to
repeal the original sections; and to outright repeal sections
44-5403 to 44-5408 and 44-5415, Reissue Revised Statutes of
Nebraska, and sections 44-6803 to 44-6819, 44-6821, 44-6822, and
44-6824, Revised Statutes Supplement, 139397.

Be it enacted by the pecple of the State of Nebraska,

Section 1. Section 44-5401, Reissue Revised Statutes of Nebraska,
is amended to read:

44-54031— Sections 44-5401 €e 44-54%5 1 to 16 of this act shall be
known and may be cited as the Utilization Review €ertificatiem Act.

Sec. 2. Section 44-5402, Reissue Revised Statutes of Nebraska, is
amended to read:

44-5462-- The purpcose of the Utilization Review certifieatien Act is
to establish reguirements and standards of operation for certificaticn of
medical utilization review agents. It is proper for the state to oversee
utilization review agents as a part of the state's regulation and supervision
of the business of insurance and to encourage effective, efficient. and
consistent utilization review.

Sec. 3. For purposes of the Utilization Review Act:

(1) Adverse determination means a determination by a health carrier
or its designee utilization review agent that an admission, availability of
care, continued stay, or other health care service has been reviewed and,
based upon the information provided, does not meet the health carrier's
requirements for medical necessity, appropriateness, health care setting,
level of care, or effectiveness, and the requested health care service is
therefor denied, reduced, gr terminated;

(2) Ambulatory review means utilization review of health care
services performed or provided in an outpatient setting;

(3) Case management means a coordina activities condug
for individual patient management of serious, compl cated, protracted,
other health conditions;

(4) Certification means a determination by a health carrier or its
designee utdilization review agent that an admission, availability of care,

continued stay, or othexr health care service has been rev;g_gd and, based on

the information provided, satisfies the health carrier's regua:gments for
medical necessity, appropriateness, health caxe setting, level of care, and

effectiveness;

(5) clinical review criteria means the written screening procedures,
decision abatrac;s clinical pretocols, and practice guidelines used by the

health carrier to determine the necessity and appropriateness of health gare
services;

(6) Closed plan means a managed care plan that re requires covered
persons to use participating providers under the terms of the managed gare

plan;

(7) Concurrent review means utilization review conducted during a
wpltal stay or course of treatment;

(8) Covered person means a policvholder, subsgriber, enrollee, or
other individual participating in a health benefit plan;

{9) Department means the Qggag;ment of Insurance;

(10) Director means the Director of Insurance;

(11) Discharge planning means the formal process for determining,
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prior to discharge from a facility, the coordinationm and management of the
care that a patient receives following discharge from a facility;

{12) Emergency medical condition means a medical or behavioral
condition, the onset of which is sudden, that manifests itself by s symptoms of
sufficient severity, including, but not limited to, severe pain, that a

prudent layperson, pgssessing an average knowledge of medicine and health,

could reasonably expect the absence of immediate medical attention to resul

in (a) plg;}nq the health of the per licted with such conditi
serious jeopardy or, in the case of a behavioral condition, __Rlacing the health
of such person or others in serious jeopardy, (b) serious impairment to such
person's bodily functions, (c) serious impairment of any bodily organ or part
of such person, or (d) serious disfigurement of such person;

{13) Emergency services means health care services necessary to

screen and stabilize a covered person in connection with an emergency medical

condition;

(14) Facility means an institution providing health care services or
a health care setting, including, but not limited to, _hospitals and other
licensed inpatient centers, ambulatory surgical or treatment centers, skilled
nursing centers, residential treatment centers, _diagnogtic, laboratory, and

imaging centers, and rehabilitation and other therapeutic health settings.

Facility does not include physicians' offices;

(15) Health benefit plan means a policy, contract, certificate, or
agreement entered into, offered, or issued by any person to provide, deliver,
arrange for, pay for, or reimburse any of the costs of health care services.
Health benefit plan does not include workers' compensation insurance coverage;

(16) Health care professional means a physician or _other health care
practitioner 11censed, certified, or registered to perform specified health

services consistent with state law

_(H)_H_gal_Lme_provider or provider means a health care
professional or a facility;
{18) Health care services or health services means services for the

diagnosis, prevention, treatment, cure, or relief of a health condition,

illness., injury, or disease;

{19) Health carrier means an entity that contracts, offers to
contract, or enters into an agreement to provide, deliver, arrange for, pay
for, or reimburse any of the costs of health care services, including a
sickness and accident insurance company, a health maintenance organization, a

prepaid limited health service orqanization, a prepaid dental service
corporation, or any other entity providing a plan of health insurance, health
benefits, or health care services. Health carrier does not include a workers'
compensation insurer, risk management pool, or self-insured employer who
contracts for services to be provided through a managed care plan certified
pursuant to section 48-120.02;

(20) Managed care plan means a health benefit plan, including closed
plans and open plans, that either requires a covered person to use or creates
financial incentives by providing a more favorable deductible, coinsurance, or
copayment level for a covered person to use health care providers managed,
owned, under contract with, or employed by the health carrier;

{21) Network means the group of participating providers providing
services to a managed care plan;

(22) Open plan means a managed care plan other than a closed plan

that provides incentives, including financial incentiv es, for covered persons
to use participating providers under the terms of the managed care plan;

(23) Partlg;gm_mns a provider who, under a contract

with the health carrier or with its contractor or subcontractor, has __has aqreed to

provide health care services to covered persons with an expectation of
receiving payment, other than coinsurance, copayments, or deductibles,
directly or indirectly from the health carrier;

{24) Person means an individual, a corporation, a partmership, an
association, a Jjoint venture, a joint stock company, a trust, an
unlncogporated organization, any similar entity, or any combination of the
foregoing;

{25) Prospective review means utilization review conducted prior to

an admission or a course of treatment;

(26) Retrospective review means utilization review of medical

necessity that is conducted after h es have been provided to a
patient, but does not include the review of a claim that is limited to an

evaluation of reimbursement levels, veracity of documentation, accuracy of
goding, or adjudication for payment;

{27) Second opinion means an opportunity or reguirement to obtain a

clinical evaluation by a provider other than the one originally making a

recommendation for a proposed health service to assess the clinical necessity
_2_
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and appropriateness of the initial proposed health service;
(28) significant beneficial interest means ;he cwnership of any
financial interest that is greater than the lesser of (a) five percent of the

whole or (b) five thousand dollars;

(29) sStabilize means when, with respect to transfer to another
facility, the examlnlng physician at a hosg;;al_gmg;ggngy department where an
individual has sough treatment an emergency medical condition has

determined, within reasonable medical probabilitx

(a) With respect to an emergency medical condition, that no material
deterioration of the condition is likely to result from or occur during a
transfer of the individual from the facility:; and

(b) The receiving facility has available space and guallflgd
personnel for the treatment of the individual and has agreed to acce
transfer of the individual and provide appropriate medical treatment;

(30) Utilization review means a set of formal techniques designed to
monitor the use of, or evaluate the clinical necessi y,_jpg;gg;;ateness,
efficacy, or efficiency of, health gare services, procedures ies.
Technicques may include ambulatory review, prospective review second opinlgnh
certification, concurrent review, case management, ischarge planning, or

retrospective review. Utilization review does not include elective reguests

for clarification of coverage; and

(31) Utilization review agent means any DErson company, health

gxgang;i_igg or other entity performing utilization review. The

ollgglng S d utilization review agents:

la l_ gg_y_mmgob__vernment:

(b) An agent acting on behalf of the federal government Qr a
_ggerally qualified peer review organization or ;hg State of Nebraska but only

the extent that the agent is providing services to the federal government
or the State of Nebraska;

(c) An agency of the State of Nebraska:

_m],__gm_x_;y assurance programs conducted by hospitals, home
health age c ._preferred provider organizations, health maintenance

organizations other managed care entities, clinics, or private gffices for
purposes other than for allowing, denying, or making a recommendation on
allowing or denving a covered perscon's claim for payment;

{e) Nebraska licensed pharmacists, ies, or organizations

thereof while engaged in the practice of pharmacy, including the dispensing of
drugs, participating in drug utilization reviews, and monitoring of patient
drug therapy;

(£) Any person performing utilizatign review of workers'
compensation bepmefits but only to the extent that the person is providing
utilization review of workers® compensation berefits;

{(g) Any individual or group emploved or used by a utilization review
agent certified under the U view Act when performing utilization
review for or on behalf of such agent, ingluding nurses and physicians; and

(h) An employvee benefit plan or any rerson on behalf of an emplovee
benefit plan to the extent that the activities of sugh plan or person are
exempt from state regulation of the business of insurance pursuant to the
federal Employee Retirement Income Security Act of 1974, as amended

Sec. 4. Section 44-5409, Reissue kevised Statutes of Nebraska, is
amended to read:

44-5469-- On or after July 1, 1993, a utilization review agent may
not conduct utilization review upon aa emreilee a covered person in this state
unless the agent 1is granted a certificate by the director. Certificates
granted under the Utilization Review €ertifieatiom Act shall be valid for two
years from the date of issuance.

SeEp = #So Section 44-5410, Reissue Fevised Statutes of Nebraska, is
amended to read:

44-5436+~ (1) An applicant for a certificate as a utilization review
agent shall submit an application tc the Pepartment ef Insuramee department
upon a form which may be obtained from the department. The application shall
be signed and verified by the applicant.

Along with the application, the applicant shall pay the application
fee of three hundred dollars.

(2) As a part of the application, the applicant shall submit the

following:

(a) Documentation that the applicant has received approval or
accreditation by the Ueilizatien Review Aeecreditaktien Cemmigsiery Imex
American Accreditation HealthCare Commission/URAC, or a similar organization
which has standards for utilization review agents that are substantially
similar to the standards of the Beilizatienm Review Acereditatien Commissien,

Ine— American Accreditation HealthCare Commission/URAC, and whick has been
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approved by the director;

(b) A statement of the street and mailing address of the entity,
telephone number of the entity, and a list of the principal officers of the
entity responsible for its operation, management, and control; and

(c) Such other reasonable information or documentation as the
department requires for enforcement of the Utilization Review Certifieation
Act.

Sec. 6. Section 44-5411, Reissue Revised Statutes of Nebraska, is
amended to read:
44-54331— The director shall grant or deny a certificate within

forty-five days of receipt of a completed application under section 44-5410 s
of this act. The director shall deny a certificate if the applicant does not
meet the requirements of the Utilization Review Cexkifieation Act. If a
certificate is denied, the director shall notify the applicant by certified
mail and shall specify the reasons for denial in the notice. The applicant
shall have ten days from the date of receipt of the notice to request a
hearing before the director pursuant to the Administrative Procedure Act, or
he or she may reapply and respond to the reasons for the denial.

Sec. 7. Section 44-5412, Reissue Revised Statutes of Nebraska, is
amended tc read:

44-5432— (1) vUtilization review agents operating in this state
shall comply with the following provisions:

{a) A utilization review agent, employees of a utilization review
agent, or persons acting on behalf of a utilization review agent may not refer
a patient who has undergone utilization review by that utilization review
agent, employee, or person to:

(i} A health care facility or other provider in which the
utilization review agent owns a significant beneficial interest; or

(ii) The utilization review agent's own health care practice;

(b) A wutilization review agent, employees of a utilization review
agent, or persons acting on behalf of a utilization review agent shall not
accept or agree to accept any sum from any person for bringing or referring a
patient to a health care provider;

(c) A utilization review agent shall not compensate employees or
persons acting on behalf of the utilization review agent based directly on the
number of denials ef elaims adverse determinations:

{d} A utilization review agent shall allow a minimum of twenty-four
hours following an emergency admission, service, or procedure for ar enrellee
a_covered person or his or her representative to notify the utilization review
agent and regquest certification or continuing treatment for the condition;

{(e) An enrellee A covered person or an attending physician on behalf
of an enrellee a covered person may request an appeal of a decision not to
approve or certify for clinical reasons. For such appeal, an enrellee a
covered person or attending physician on behalf of amn enrellee a covered
pensgn shall, upon request, have timely access to the clinical basis for the
decision, including any criteria, standards, or clinical indicators used as a
basis for such recommendation or decision;

(f) During a final appeal of a decision not to certify or approve
for clinical reasons, a utilization review agent shall assure that a physician
is reasonably available to review the case, except that if the health care
services were provided or authorized by a provider other than a physician,
such appeal may be reviewed by a nonphysician provider whose scope of practice
includes the treatment or services. Hospitals, health care providers, or
representatives of the emrellee covered person may assist in an appeal; and

(g) A utilization review agent shall comply with the standards
adopted by the organization that has granted the agent approval or
accreditation and upon which the certificate was granted by the director,
whether or not action is taken by such organization to enforce the standards.

{2) Subdivisions (1) (a) and (b) of this section shall not apply to a
utilization review agent, employees of the utilization review agent, or other
persons acting on behalf of such utilization review agent who refer a patient
to:

{a) The health care provider or facility that participates in a
health maintenance organization in which the patient is enrolled; or

{b) A preferred provider network of participating health eare
providers or facilities to which the patient would otherwise be referred as
part of the patient's insurance contract or policy.

Sec. 8. Section 44-5413, Reissue Revised Statutes of Nebraska, is
amended to read:

44—-5433-- A utilization review agent shall notify the director
within five working days of any change of the agent's approval or
accreditation status or of any material change in the information contained in

622 A



LB 1162 LB 1162

the agent's application or renewal or that the agent no longer meets the
requirements of the Utilization Review Eertification Act.

Sec. 9. Section 44-5414, Reissue Revised Statutes of Nebraska, is
amended to read:

4454314~ Certificates granted under the Utilization Review
Certifieatien Act may be renewed prior to thelr expiration date upon the
filing of the following with the Bepasrt € of an department (1) a
renewal fee of one hundred dollars, (2) a statement detailing any changes in

the information or documentation filed with the initial application, and (3)
such other reasonable information as the department requires for enforcement
of the act.

Sec. 10. A health carrier sha be responsible for monitering all
utilization review activities carried out by, gor on behalf of, the hegl;n
carrier and for ensuring that all requirements of the Utd ;zatlon Review Act

and applicable rules and regulations are met. The health carrier ihall also
nsure that appropriate perscnnel have pm_,;gga], responsibility for the
condug;( of the health carrier's utilization review program.

Sec. 11. A utilization review program shall use documented clinical
review criteria that are based on sound clinical evidence and are evaluated
periodically to assure ongoing efficacy. A health carrier may develop its own
clinical review cr).terla, or it may purchase or licemnse clinical review
criteria from lified vendors. A health carri 11 make availab
clinical review g;;;g;;i upon request to authon -ized government agencies.

Sec. 12. (1) In the certificate of coverage or member handbook
provided to covered persons, a health carrier shall include a ¢lear and
comprehensive description of its utilization review procedures, including the
procedures for obtaining review of adverse determinations, and a statement of
rights and responsibilities of covered persons with respect to those
procedures

A health carrier a summary of its utilizatign
review pr ggd_“;gﬁ in enrollment materlals intended for prospective covered

persons.

{3) B health carrier shall print on its membership cards a toll-free
telephone number to call for utilization review decisions.

S Fa 39 If the director :;ggs that any utilization review agent
doing business in this state is eng_glnq in any viglation of the Utilization
Review Act and that a proceeding in respect thereto would be in the public

interest, he or she shall issue and serve upon such utilization review agent a
statement of the charges in that respect and & notice of hearlnq_m,_
which notlce shall set a hearing date not less than ten davs after the date of

Sec =14k 1f, after the hearing, the director finds a utilization

review agent has violated the Utilization Review Act, the director shall
reduce his or her findings to writing and ghall issue and cause to hg ﬁerve
upon the ut ;l;ﬁ“m review agent charged with the viglation & copy the
findings and order requiring the utilization review agent to cease and
desist from enggg&g in the viclation and the director may order anv on or

more of the following:

(1) Pavment of a monetary penalty of not more than one thousand

dollars for each violation, not to exceed an aggregate pml_;y of thirty
thousand dollars, unless the viglation wa committed gg;jn;ly and in
ggnﬁglous disregard of the Utilization Review A‘; in which case penalty
ES n fifteen thousand dgl h V).olatlon, not to

exceed an aggregate penalty of one hundred fifty thousand dgllars; and
{2) Suspension or revogation of the utilization review agent's
licengse to do business in this state if the utilization review agent knew ar

reasonably should have known it was in violaticn of the act.

Seck, 1155 Any utilization review agent who violates a cease and
desist order of the director under section 14 cf this act may after notice and
hearing and upon order of the director be subject to:

(1) A monetary penalty of not more than thirty thousand dol],ﬂ;ﬁ ﬁg
each viglatign, not to'exceed an aggregate rpemaltv of hundred_
thousand dollars; and

(2) Suspension or revecation of the wutilization review agent's
license to do business in this state.

Sec. 16. The director may adopt and promulgate rules and
requlations to carry gut the Utilization Review Act.
SEcr v Section 44-6801, Rev1sed Statutes Supplement, 1997, is

amended to read:

44-6801- Sections 44-686%F to 44-6834 17 to 25 of this act shall be
known and may be cited as the Managed Care Paeient Proeteetien Emergency
Services Act.
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Sec. 18. Section 44-6802, Revised Statutes Supplement, 1997, is
amended to read:

44-6802~ The purpesea purpose of the Managed Care Patient
Protection Emergency Services Act are o +3} establish atandards and
requirements £or writien ag ta bet health iers effering managed
eare plans and partieipating p id ding +he standards; +terms, and

provisiens under whieh +&he paEEte:paEtng previder wiil previde servieces te
eevered persens and 42} is to establish standards for health carriers that
offer managed care plans to provide for access by covered persons to and
delivery of emergency medieal services.
Sec. 19. For purposes of the Managed Care Emergency Services Act:
(1) Closed plan means a managed care plan that requires covered

persons to wuse participating providers under the terms of the managed care
plan;

{2) Covered benefits means those health care services to which a
covered person is entitled under the terms of a health benefit plan;

{3) Covered perscn means a policyholder, subscriber, enrollee, or
other individual participating in a health benefit plan;

(4) Director means the Director of Insu gg;g,

{5)_ Emergency medical condition means medical behavioral
condition, the onset of which is sudden, that manlfests itself hy_ﬁy_mm
sufficient severity, jncluding, but not limited to severe pain, that a
prudent layperson, possessing an average knowlgdgg of medicine and health
could reasonably expect the absence of immediate medical attention to resul
in (a) placing the health of the person afflicted with such condition in
serious jeopardy or, in the case gf a behavioral condition, placing the health
of such persons or others in sericus jeopardy, (b) serious impairment to sugh
person's bodily functions, (c) serious impairment of am{vggguy__;ggn or part
of such person, or (d) serious disfiqurement of such person

{6) Emergency services means health care serv1ces necessary
screen and stabilize a govered person in connection with an emergengy__m
condition;

{7)_Facility means an institution providing health care services or
a_ health care setting, including, but not limited to, hospitals and other

licensed inpatient centers, ambulatory surgical or treatment centers, skilled
nursing centers, residential treatment centers, diagnostic, laboratory, and
imaging centers, and rehabilitaticn and other therapeutic health settings.
Facilities does not include physicians' offices;

(8) Health benefit plan means a policy, contract, certificate, or
agreement entered into, offered, or issued by anv person to provide, deliver,

arrange for, pay for, or reimburse the costs of health care services. Health
benefit plan does not include workers' compensation insurance coverage;

{9) Health care professional means a physician or other health care
practitioner Jlicensed, certified, or registered to nerform specified health

care services con51st:ent with state law;
{(10) Health care provider meams a health care professional or a

(11) Health care services means services for the diadgnosis,

facility;

prevention, treatment, cure, or relief of a health condition, illness, injury,
or disease;

{12) Health carrier means an entity that contracts, offers to
contract, or enters into an agreement to provide, deliver, arzange for, pay
for, or reimburse any of the costs of health care services, including a
sickness and accident insurance company, a health ma1n;§n§ngg organization, a

prepaid limited health service organization, a prepaid dental service
corporation, or any other entity providing a glan of health insurance, health
benefits, or health care services, Health carrier does not include a workers'
compensation insurer, risk management pool, or self-insured employer who
contracts for services to be provided through a managed care plan certified
pursuant to section 48-120.02;

(13) Managed care glan means a health benefit plan, including closed
plans and open plans, that either requires a covered person to use or creates
financial ingcentives by providing a more favorable deductible, coinsurance, or
copavment level for a covered person to use health care providers managed,
owned, under contract with, or emploved by the health carrier;

(14) Network means the group of participating providers providing
services to a managed care plan;

{15) Open plan means a managed care plan other than a closed plan
that provides incentives ingluding finangial incentives, for covered persons
to use participating providers under the terms of the managed care plan;

(16) Participating provider means a provider who __l;n_d_e;__a"_c___m

with the health carrier or with its contractor or subcontractor, has agreed to
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th care services to covered persons with an expectation of
receiving payment, other than coinsurance, copayments, or deductibles,
directly or indirectly from the health carrier;

(17) Person means an individual, a corgoratlon, partnership, an
association, a joint venture, _szﬂlxm __an unincorporated
organization, any similar entity, or any combination of the fqregginq; and

{18) Stabilize means when, with respect transfer
facility, t_hg_gmg physician at a hospital emergency department where an
i ivi ergency medical condition has
determined, within reasonable medical probability:

(a) With respect to an emergency medical condition, that no material
detericration of the condition is likely to result from or occur during a
transfer of the individual from the facility; and

(b) receiving facility has available space and gqualified

perscnnel for the treatment of the individual and has agreed to agcgept
transfer of the individual and provide apprecpriate medical treatment.

Sec. 20. Section 44-6820, Revised Statutes Supplement, 1997, 1is
amended to read:

44-68208-- The Managed Care Patient Pretection Emergency Services Act
applies to all health carriers that offer managed care plans.

Secr, 21, Section 44-6823, Revised Statutes Supplement, 1997, is
amended to read:

44-6823+ (1) A health carrier which provides a covered benefit for

emergency services is, subject to the terms and conditions of the health
benefit plan, responsible for charges for medically necessary emergency
services provided to a covered person, including services furnished outside
the network and services deemed approved under subsection (2) of this section.

(2) If a treating physician or cther emergency department personnel
who have provided emergency services to a covered person eevered by & health
earxrier determine that additional medically necessary services are promptly
needed by the covered person and they have requested health carrier approval
for such services, the health carrier is deemed to have approved the reguest
if the treating physician or other emergency department personnel involved:

(a) Has made a reasonable effort to contact the individual at the
health carrier authorized to approve such requests and the health carrier has
not provided access to that individual; or

(b) Has requested authorization from the individual at the health
carrier authorized to approve such requests and the individual has not denied
authorization within thirty minutes after the time the reguest was made,
unless the piem health carrier can document that it had made a good faith
effort but was unable to reach the emergency physician within thirty minutes
after receiving a request for authorization.

A reguest which is deemed approved under this subsection shall be
treated as approval for any medically necessary covered benefits that are
required to treat the medical condition identified by the treating physician
or other emergency department personnel.

(3) A health carrier may impose a reasonable copayment for emergency
services to deter inappropriate use of services of hospital emergency
departments if the copayment is the same without regard to whether the health
care prefessienal er faeiliky provider has a contractual or other arrangement
with the health carrier.

Sec. 22. If the director finds that any health carrier doing
business in this state is engaging in any vioclation of the Managg@_ﬂiig
Emexgency Services Act and that a proceeding in _in respect thereto would be in
the public interest, the director shall issue and serve upon such health
carrier a statement of the charges in that respect and a notice of hearing
thereon, which notice shall set a hearing date not less than ten days after
the date of the notice.

Sec. 23. 1f, after the hearing, the director finds a health carrier
has violated the Managed Care Emergency Services Act, the director shall

reduce his or her findings to writing and shall issue and cause to be served
upon the health carrier charged with the viclation a copy of the findings and
an order requiring the health carrier to cease and desist from engaging in the
violation and the director may order any one or more of the following:

Gl Payment of a monetary penalty of not more than ome thousand
dollars for each viglation, not to exceed an aggregate penalty of thirty
thousand dollars, unless the violation was committed flagrantly and in
conscious disregard of the Managed Care Emer Emerqency Services Act, in gh;g case
the pempalty shall not be more than fifteen thousand dollars Q each
violation, not to exceed an aggregate penalty of one hundred fifty housand
dollars; and

(2) Suspension or revocation of the health carrier's certificate of
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authority if the health carrier knew or reasonably should have known it was in
violation of the act.

Sec. 24. Any health carrier who violates a cease and desist grder
of the director under section 23 of this act may after notice and hearing_ and

upon order of the director be subject to:

(1) A monetary penalty of not more than thirty thousand dollars for

each violation, not to exceed an aggregate penalty of one hundred fifty
thousand dollars; and

(2) Suspension or revocation of the health carrier's certificate of
authority.

Sec. 25. The director may adopt and promulgate rules and
requlations to carry out the Managed Care Emergen ncy Services Act.

Sec SZb. Sections 26 to 38 of this act shall be known and may be

cited as the H.Eﬂlth Care Professional Credentialing Verification Act.
Sec. The Health gug Professional Creden;; ling Verification

Act requires a health to establish ive health care

professional credentialing verification grogrm to ensure that its
ipating Eilﬂb care professionals meet specific minimum standards of

ssi uE ication. The stand. et out in the act addre

initial credentialing verification and subseguent recredentialing process.

Sec. 28. For purposes of the Health Care P ional Credentialing
Verification Act:

(1) Closed plan means a managed care plan that requires a covered
person to use participating providers under the terms of the managed care
plan;

{2) Covered person means a policvholder, subscriber, enrollee, or

other individual participating in a health benefit plan;

(3)_Credentialing verification means the process of obtaining and
verifying information about a health care pxofessional, and evaluating that
health care professional, when that health care professional applies to become
a partic ipating provider in a managed care plan offered by a health carrier;

{4) Director means the Director of Insurance;

{8) Fagility means an institution providing bealth care services or
a health care setting, including, but not limited to, hospitals and other
licensed inpatient centers, ambulatory sur gical or treatment centers, skilled
nursing centers, residential treatment centers, diagnostic, laboratory, and
imaging centers, and rehabilitation and other therapeutic health settings.
Facility does not include physicians' offices;

{6) Health benefit plan means a policy, contract, ificate, or
agreement entered into, offered, or issued by any person to pr ovide, deliver,
arrange for, pay for, or reimburse any of the costs of health care services.
Health benefit plan does not include workers' compensation insurance coverage;

{7) Health care professional means a physician or other health gare
practitioner licensed, certified, or registered to perform specified health
services consgistent with state law;

18) Health care provider or provider means a health care
professional or a facility;

19) t care services or health servi ices for the

diagnosis, prevention, treatment, cure, or relief of a health condition,
illness, injury, or disease;

(10) Health carrier means an entit that contrag;g_gﬁm
contract, or enters into g;g agreement to provide dellver. rrange or, pay

Eor or reimburse any the costs of health care m;ggs, 1nclud1nq a
sickness and accident insurance company, a health maxntenance organization, a
prepaigd limited health service organization, a prepaid dental gervice

corporation, or any other entity providing a plan of health insurance, health
benefits, or health care services. Health carrier does not include a workers'

compensation insurer, risk management pool, or self-insured emplover who
contracts for services to be prgvided through a managed care plan certified
pursuant to section 48-120.02

{11) Managed care plan means a health benefit plan, including closed

plans and open plans, that either requires a covered person to use or creates

financial incentives by providing a more favorable deductible, coinsurance, or
corayment level for a covered perscn to use health care providers managed,
owned, Mgg contract with, or employed by the health carrier;

(12) Open plan means a managed care plan other than a closed plan
that provides incentives, including financial incentives, for covered persons
to use participating providers under the terms of the managed care plan;

(13) Participating provider means a provider who, under a contract
with the health carrier or with its contractor or subcontractor, has agreed to

provide health care services to covered persons with an expectation of

receiving payment, other than coinsurance, copayments, or deductibles,
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directly or indirectly from the health carrier;

(14) Person means an individual, a corporation, @ partnership, an
asscciation, a joint venture, a joint stock company, a trust, an
unincorporated organization, any similar entity, or any combination of the
foregoing;

(15) Primary verification means verification by the health carrier
of a health care professional's credentials based upon evidence obtained from
the issuing source of the credential; and

(16) Secondary verification means verification by the health carrier
of a health care professional's credentials based upon evidence obtained by
means other than direct contact with the issuing source of the credential,
such as copies of certificates provided by the applving health care
professional.

Sec. 29. The Health Care Professional Credentialing Verification
Act applies to health carriers that offer clogsed plans or combination plans
having a clpsed component.

Sec. 30. The director may recoagnize accreditation by one or more
nationally recognized private accrediting entities, with established and
maintained standards, as evidence of meeting some or all of ﬂﬁ requirements
of the Health Care Professional Credentialing Verlflcatlon Act. reccognized
accrediting entity shall make avallable ector its current st
to demonstrate that the entity' standards meet exceed this state's
regquirements. The health ga;;;gr may provide the dlrecto; with documentation
that a managed care plan has been accredited by the entity.

Sec. 31. (1) A health carrier shall:

(a) Establish written policies and procedures for credentialing
verification of all health care professionals with whom the health carrier

contracts and apply these standards consistently;
{b) Verify the credentials of a health care professional befgre

entering into a contract with that health care p;g,fﬁﬁ;;gnal The medical
director of the health gag;g; or other designated health car professional
shall have respgnsibility or, and shall participate in, credentialing
verification;

f(c) Establish a credentialing verification committee gg;_xﬁlst:mq
licensed physicians and other health care professionals ;ev;g
credentialing verification 1nfom_§ ; n and ggpgrtlng documents and make
decisions regardlng foh

Make available y ;h_g applying__health ga:
professi gna,], upon written re ggest all apn. n and credentia
verification policies and procedures;

{e) Retain all records and documents relating to a health care
professional's credentialing verification process for at least f;vg years; and

{f) Keep confidential all information obtained in the redentialing
verification m_gpc as othervuse provided by law.

{2 Nothing Health Care Profes entialing
Verification Act shall be constrggd to require a health carrier to select a
provider as a participating provider solely because the provider meets the
health carrier's credentialing ver1£1cat10n standards or to prevent a health
carrier from utilizing gg_gi;ﬁgg r additional criteria in gelecting the health
care professionals with contracts.

{3) The policies and pw_maﬁmg verification shall
be av g;]ahlg for review by the director, and, in the case of a health
maintenance brganization, shall also be available for review by the chief
medical officer, if ope is appointed pursuant to section Bl- 3201, and if not,
then the Director of Regulation and Licensure.

Sec. 32. A health carrijer shall:

(1) oObtain primary verification of at least the following
information about the applicant:

(a) Current license, certificate or registration to practice a
health care rofess' n_in thi history of licensure certification,

(b) Current level of professional liability coverage, if a applicable
(g) Status of hospital privileges, if applicable;
(d)_Spegialty board certification status, if appligable:

{e) Current fedexal Drug Enforcement Agency registration
certificate, if applicable;

(f) Graduation from a health gare professional schocl; and

Aa) gmpletlon of postgraduate training, if applicable;

(2) Obtain, subject to either primary or s verification at
the health carrier's d.;g;;gtlon-

(a)_ The health care professional's licensure, gertification, or
registration historv in this and all gther states;
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(b) The health care professional's malpractice history; and

{c) The health care professional's practice higtory;

{3) At _least every three years obtain primary verification of a
participating health gare professional's:

(a) Current license, certificate, or registration to practice a
health care profesgign in this state;

{b) Current level of professional liagbility coverage, if applicable;

{c) Status of hospital privileges, if applicable;

(a) Current federal Drug Enforcement Agency registration
gertificate, if applicable; and

{e) Specialty board certification status, if applicable; and

(4) Reguire all participating providers to notify the health carrier
of changes in the status of any of the items listed in this section at any
time and identify for participating provi s the individual to w Y

should report changes in the status of an item listed in this section.

SeE. NSt gLt lth carrier shall provide a health care
professional the opportunity to review and correct information submitted in
support of that health care professional's credentialing verification
application as set forth below.

(2) (a) Each health care professional who is subject to the
credentialing verification process shall have the right vi all
information including the source of that information obtained by the health
carrier to satisfy the requirements of the Health Care Professional
Credentialing Verification Act during the health carrier's credentialing

process. N

(b] A health carrier shall notify a health care professional of any
information obtained during the health carrier's credentialing verification
progess that does not meet the health carrier's credentialing verification
standards or that varies gubstantially from the information provided to the
health carrier by the health care professional, except that t carrier

shall not be reguired to reveal the source of information if the information

is not obtained to meet the requirements of the act or if disclosure is
prohibited by law.

{c) A health care professional shall have the right to correct any
erroneocus information. A health carrier shall have a formal process by which
a health care professional may submit supplemental or corrected information to
the health carrier's credentialing verification committee and request a
reconsideration of the health care professional's credentialing verification
application if the health care professional feels that the health carrier's
credentialing verification ittee has eceived info i ha is
ingorrect or misleading. Sup; ental information s biject to
confirmation by the health carrier.

Sec. 34. Whenever a health carrier contracts to have another entity
perform the credentialing functions required by the Health Care Professional
Credentialing Verification Act or applicable rules and regulatioms, the
director shall hold the health carrier responsible for monitoring the
activities of the entity with which it contracts and for ensuring that the
requirements of the act and applicable rules and requlations are met.

SiEEE 31513 If the director f£inds that any health carrier doing
business in this state is engaging in amny violation of the Health Care
Profesgional Credentialing Verification Act and that a proceeding in respvect
thereto would be in the public interest, the director shall issue and serve
upon such health carrier a statement of the charges in that respect and a
notice of hearing thereon, which notice shall set a hearing date not less than
ten days after the date of the netice.

Sec. 36. 1f, after the hearing, the director finds a health carrier
has viplated the Health Care Professional Credentialing Verification Act, the
director shall reduce his or her findings to writing and shall issue and cause
to  be served upon the health carrier charged with the viglation a copy of the
findings and an order requiring the health carrier to cease and desist from
engaging in the violation and the diregtor may order any one or more of the
following:

g:
(1) Payment of a monetary penalty of mnot more than one thousand

dollars for each violation, not to exceed an aggregate penalty of thirty
thousand dgllars, wunless the viclation was committed flagrantly and in
conscious disregard of the Health Gare Professional Credentialing Verification
Act, in which case the penalty shall not be more than fifteen thousand dollars
for each viglation, nat to exceed an aqggregate penalty of one hundred fifty

thousand dollars; and
(2) Suspension or revocation of the health carrier's certificate of

authority if the health carrier knew or reascnably should have known it was in
violation of the act.
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Sec. 37 Any health carrier who violates a cease and desist order
of the director under section 36 of this act may after notice and hearing and
upon ordexr of the director be subject to:

n
{1)_A monetary penalty of not m;g thap thirty thousand dollars for
each violation, nect to exceed an aggregace penalty of one hundred fifty

thousand dollars; and

{2) Suspension or revocation of the health carrier's certificate of
authority.
Sec. 38. The director may adopt and promulgate rules and

requlations to carry out the Health Care Professional Credentialing
Verification Act.

Sec. 39. Sections 39 to S0 of this act shall be known and may be
cited as the Managed Care Plan Network Adegquacy Act.

Sec. 40. The purpose and intent of the Managed Care Plan Network
Adeguacy Act are tg es tablish standards for the creation and maintenance of
networks by health carriers and to assure the adequacv, acgessibility, and
quality of health care services offered under a managed care plan by
establishing requirements for written agreements between health caxriexs
offering managed care plans and participating providers regarding the

standards, terms, and provisions under whigh the partici ipating provider will
provide services to covered persons.

Sec. 41. For purposes of the Managed Care Plan Network Adequacy
Act:

(1) Clgsed plan means a managed care plan that requires a covered
person to use participating providers under the texms of the managed care
plan;

(2) Covered benefits or benefits means those health care services to
which a o ov_.s.rsé person is entitled under the terms of a health benefit plan;

(3) Covered person means a policvholder, subscriber, enrollee, or

other individual participating in a health benefit plan;

(4) Director means the Director of Insurance;

(5) Emergency medical condition means a medical or behavioral
conditicon, the onset of which is sudden, that manifests itself by symptoms of

ici veri _Mng,, but not limited to, severe pain, that a

prudent layperscon, possessing an average knowledge of medicine and health,
could reasonably expect the absence of immediate medigal attem:lcn :_g_ result
in (a) placing the health of the erson afflicted with such
serious jecpardy or, in the case of a behavioral condition, | Mg-t_hglqﬂ;h
of such persons or others in serious jeopardy, (b) serious impairment to such
person's bedily functions, (¢) serious impairment of any bodily grgan or part
of such person, or (Lﬁumuﬁ_mqmms_v_f such person;

(6) Emergency_ _services i cessary to
screen and stabilize a covered person in connec‘tlon with an emergency medical
condition;

_7)_ Facxllty means an institution providing health care services or

health care setting, including, but not limited to, hospitals and other

11censed 1ngat1ent centers, ambulatory surgigal or treatment centers, _Sk_l_]._Ql e

nursing centers, residential treatment centers, diagnastic, laboratory, and

imaging centers, and rehabilitation and other th_e_ra_qgw.z
Facility dees not include physicians' offiges:;

(8) Health benefit plan means a policy, contract, certificate, or
agreement entered into, offered, or issued by any person to provide, deliver,
arrange for, Q_iy for, or reimburse any of the costs of health care gg;v:Lges

ea it es not include workers' compensation insurance coverad

{(9) Health care professional means & physician or other health care
practitioner licensed, certified, or registerec to perform specified health
services consistent with state law;

{10) Health care provider or provider means a health care
prof a facility;

{11) Health care services or health services means services for the
diagnosis, prevention, treatment cure, or relief & h condition,
illness, injury, or disease;

(12) Health carrier means an entity that contracts, offers to
contract, or enters into an agreement to provide, deliver, arrange for, pay

for, or peimburse any of the costs of health care services, dincluding a

sickness and accident insurance company, a health maintenance organization, a

prepaid limited health service organizaticn, a prepaid dental service

corporation, or any other entity providing a plan of health insurance __health
benefits, or health care services. Health carrier does nct include a ggrkers
compensation insurer, risk management pool, or self-insured emplover who
contracts for serviges to be provided through a managed care plan certified
pursuant to section 48-120.02;

T 629



LB 1162 LB 1162

(13) Intermediary means a person authorized to negotiate and execute
provider contracts with health carriers on behalf of health care providers or

on beh of a network;

{14) Managed ga; plan means a health benefit plan, including closed
plans and open plans, that either requires a covered person to use or creates
financial incentives by / providing a more favorable deductible, coinsurance, or
copayment level faor a covered person to use health care providers managed,

owned, under contract with, or employed by the health carrier;

{15) Network means the group of participating providers providing
services to a managed care plan;

(16) Open plan means a mapnaged care plan other than a closed plan
that provides incentives, ;ngludlng financial incentives, for covered persons
to use participating providexs under the terms of the managed care plan;

£17) Participating provider means a provider who, under a contract
with the health carrier or with its contractor or subcontractor, ,_has agreed to
provide health care services to covered pexson with xpectatlon of
receiving payment, other than coinsurance, cog yments, deductibles,
directly or indirectly from the health carrier;

{18) Person means an individual, a corporation, a partnership, an
association, a joint venture, 2 joint stock ccmLy, a_trust, an
mx_-porated organization, any similar entity, or any combination of the
foregoing;

{13) Primary care professional means a participating health care
professional designated by the health carrier to supervise, coordinate, or

pxovide initial care or continuing care to a covered person and who may_ be
reguired by the health gn;;g to initiate a referral for specialty care and
Berson;

maintain supervis alth care services rendered tc the vered
and

f20) sStabilize means when, with xespect to transfer to another
facility, the examining physician at a hospital emergency department where an
1nd1v1dua1 has sought treatment for an emergency medical condition has
determined, within reasonable medical proba.b:.l:.ty-

{a) With respect to an emergency dition, that no material
deterioration of the condition is likely to result from or occur during a
transfer of the individual from the facility; and

(b) The receiving facility has available space and qualified

1l for the treatmen s _agreed to accept
ransg,g of the individual and provide appLoprJ.ate medical treatment.
Sec. 42. The Managed Care Plan Network Adequacy Act applies to all
health carriers that offer managed care plans.
Sec. 43. {1) A health carrier providing a managed care plan shall

maintain a network that is sufficient in pumbers and types of providers to
assure that all health care services to covered persons will be accessible
without unreaﬁggghlg delay. In the case of emergency services, covered
peraons ccess twenty-four hours per da day, seven days per week.
Sufficiency shall bg determined in accordance with the requirements of this
aection and may be established by referencge to apy _reference to apy reasonable criteria used by
the health carrier, including, but not limited to: Provider-covered person
ratios by spgcialty; primary care provider-covered person ratlos, geographic
accessibility; waiting times for appointments with participating providers:
hours of operation; and the volume of technological and specialty services
available to serve he needs of covered persons requiring technologically
advanced or specialty Egg

{a)_In anv case in which the health carrier has an insufficient

er or type of participating provxder to provide a covered benefit, the

th carrier shall ensure th the d person obtains the covered
benefit and the health carrier shall g;@agse the nonparticipating provider
at the health carrier's usual and customary rate or at an agreed upon rate.

{b) The health carrier shall establish and maintain adequate
arrangements to ensure reasonable proximity of participating providers to the
business or personal residence of covered persons. In determining whether a
health carrier has complied with this provision, the director shall give due
consideration to the relatlve avallabxl:tv of health care providers in the
service ar er L

{2) A health carrier shall maintain an access plan meeting the
requirements of the Managed Care Plan Network Adequacy Act for each of the
managed care plans that the health carrier offers in this state. The health
carrier may request the director to deem sections of the access plan as
proprietary or competitive information that shall not be made public. For the
purposes of this section, information is proprietary or competitive if

revealing the information would cause the health carrier® 5 competitors to
obtain valuable business information. The health carrier shall make the
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access nlans, absent proprietary information, available on ifts business
premises and sha prgx;dg them to the director or any interested ga;_;y_m
request. The health carrier shall prepare an access plan prior to offering a
new managed care plan and shall update an existing access plan whenever 1t
makes any material change to an existing managed care plan. The acgess plan
shall describe or centain at least the following:

{a) The health carrier's network;

(b)__The health carrier's procedures for making referrals within and

i
{c) The health carrier's process for monitoring and assuring on _an
ongoing basis the sufficiency of the network to meet the health care needs of
populations that enroll in managed care plamns;
{4) ier's efforts to address the needs

persons with limited English proficiency and illiteracy, with diverse cultural
and ethnic backgrounds, and with physical and mental digabilities;

{(e) The health carrier's methods for assessing the health care needs
of covered persens and their satisfaction with health care services;

(f) The health carrier's method of informina covered persons of the
mm_nl_an s services and features, inc 1nc1ud1ng but not limited to, the
managed car plan's gmm_progggurgs, process for choos;ng_m
changing | providers, and its procedures for m_ym and approving emergency
and specialty care;

{g) The health carrier's system for ensuring the ggg;gination and
continuity of care for c_oyerg_gg;ﬁgnﬁ referred to specialty physi icians, for
covered persons using ancillary services, including ggcial services and other
community resources, and for ensuring apprcpriate discharge planning;

(h) The health carrier's process for enabling covered persons to
ange primary care professionals:

(i) The health carrier's proposed plan for providing cont:.nu1ty of
care in the event of contract termination b en th ier and
of its participating providers or in the event of the health carrier'e
insolvency or other inability to continue operations. The descripfion shall
explain how covered persons will be notified of the contract termination or
the health carrier's insglvency or other cessation of operations and
transferred to other providers in a timely manner; amd

(1) Any ther information required by the director to determine
mgm_umpm_l.mns of the act.

Sec. 44. (1) A health carrier offering a managed care plan shall
satisfy all the requirements contained in this section.

{2)(a) A health carrier shall establish a mechanism by which the
participating provider will be notified on an gngging basis of the specific
covered health serv1ces Egr which the provider will g,g respomnsible, including
any health care services.

(b) Every contract between a health carrier that offers closed plans
or combination plans having a glosed commonent and a participating provider
shall set forth in writing a hold harmless provision specifving protection for
covered persons. This requirement shall be met by ingluding a provision
substantially similar to the following:

“"Provider agrees that in no event, including, but not Ilimited to,

onpayment by the health carrier or intermediary, insclvency of the health
max_md.\.ux. or breach of this agreement, shall the pﬂMl
charqe, collect a depgsit from seek compensation, remunerég;gn
reimbursement f_:gm,m recourse against a covered person or pngg_,
cther than the health carrier or intermediary, acting on behalf of the co vered
person for health care services provided pursuant to this agreement. This
agreement does not prohibit the provider from collecting coinsurance,
deductibles, or copayments, as specifically provided in the evidence of
coverage, or fees for uncovered health care services delivered on a
fee- er service basis to covered persons. Nor dges this gg;ggm;_pr_qﬁ&i_t_._a_
provider, except f ; g health care professional who is emploved f e on
staff of a h provide health care services
exclus:.vely to that health carg;gr 5 _covered persons and no others, and a
covered person from agreeing to continue health ca services seolely at the
expense of the covered person ;5 lonq as the provlder has clearly informed
the covered person that t may not cover or continue to gover
a specific health care service or health care WQt as provided
herein, this agreement does not prohibit the provider from pursuing anvy
available legal remedv.v
{c) Every contract between a health carrier that offers closed plans
ggm;natlon nléns havxng a closed ccmponen; and a pg;t1c1pat1nq-_ggm
shall & that event of health carrier o Iy

J.nsolvency or other cessation of g,g,e;a;;gng covered benefits covered
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persons will continug through the period for which a premium has been paid to
the health carrier beh the covered person or until the covered
pexson's discharge from an inpatient facility, whichever time is greater.

Covered benefits to covered persons confined in an inpatient atient facility on the
date of 1n501vgggy or other cessatxon of operations w111 continue until their

cont1nug§ confinement inpatient facility no longer medically
necessary

(d) The contract provisions that satisfy the requirements of
subdivisions (2) ) () and {(c) of this section shall be construed in favor of the
covered person, shall survive the termination of the contract regardless of
the reason for tezmination, 1nc1ud1ng the insolvency of the health carrier,

and shall supersede any oral or written contrary agreement between a provider
and a covered perscn or the representative of a covered person if the contrary
agreement is inconsistent with the hold harmless and continuation of covered
benefits provisions required by such subdivisions.

(e) In no event shall a participating provider collect or attempt to

collect from a covered person any money owed to the provider by the health

carrier.
(£) A health carrier shall make its selection standards for
particigatlng providers available for review by the director.

{g) At the time the participating providers execute contracts with
the health carrier, a health carrier shall notify participating providers of
the providers' responsibilities w1th respect to the health carrier's

applicable administrative policies and programs, including, but not limited

to, payment terms, utilization review, ¢uality assessment and improvement

programs, credentialing, grievance procedures, data __data reporting requirements,
confidentiality requirements, and any applicable federal or state programs.

{h)_A health carrier shall not offer an inducement under the managed

gare plan to a provider to provide less than medically necessary ‘health care

services to a a_covered person.

(1) A health carrier shall not prohibit a participating provider

from discussing treatment options with cove red persons irrespective of thg
health carrier's position on the treatment options or from advocating

behalf of covered persons within the utilization review or grievance processes

established by the health carrier or a person contract;ng_‘;;h_;hg_hga_;g

carrier.

{i) A health carrier shall require a provider to make health records
available to appropriate state and federal authorities involved in assessing
the quality of care or investigating the grievances or ¢ i of covered
persons, and to comply with the applicable state and federal 1. laws zelaked to
the confidentiality of medical or health records.

{k) A health carrier and participating provider shall provide at

least sixty days' written notice to each other before terminating the contract
without cause. The health carrier shall make a good faith effort to provide
written notice rmination within fifteen working days of receipt or

issuance of a nctice of termination to all covered persons who are patients

seen on a regular bkasis by the provider whose contract is terminating,

irrespective of whether the termination was for cause or without cause. Where

a contract termination involves a primary care professiocnal, all gQ g;ﬁd

persons who are patients of that primary care professional s 1 also
(1) The rights and responsibilities under a contract between a

notified.

health carrier and a participating provider shall not be assigned or delegated

by the provider without the prior written consent of the health carrier.
{m) A health carrier is responsible for ensuring that a

participating provider furnishes covered benefits to all covered persons
without regard to the covered person's enrollment in the manag

a private purchaser of the managed care plan or as a participant in publicly
financed programs of health care serviges. This requirement does not apply to
circumstances when the provider should not render health care services due to
limitations arising from lack of training, experience, skill, or licensing

restrlctlons

{n) A health carrier shall notify the participating providers of

ke ations, if any, to collect applicable coinsurance, copayments, or
deductibles from covered persons pursuant to the evidence of coverage, or of

the provi ' obligations, if any, to notify covered persons of their
personal financial obligations for noncovered health care services.

{o) A health carrier shall not penalize a provider because the
provider, in good faith, reports to state or federal authorities any act or

practice by the health carrier that jeopardizes patient health or welfare.
{p)__A health carrier shall establish a mechanism by which the
participating providers may determine in a timely manner whether or not a
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person is covered by the health carrier.
{g) A health carrier shall establish procedures for resglution of
administrative, payment, or other disputes between providers and the hggl;n

carrier.
(r)___mma_bsmuﬂ_m_éné__pﬁzﬂuhan_m_

contain definitions or other provisions that conflict with the definitions

provisions contained in the managed care plan or the Managed Care Plan m

{3) Subdivisions (2)(a) through (g) and (j) through (x) of this
section become operative on July 1, 1989.

Sec. 45. f1) A contract between a health carrier and an
intermediary shall satisfy all the requirements contained in this section.

(2)(a) Intermediaries and participating providers with whom th gy
contract shall comply with all the applicable requirements of section 44 of

(b) A health carrier's statutory responsgibility to monitor the
offering of covered benefits to covered persons shall not be delegated or
assigned to the intermediary.

{c) A health carrier shall have the right to approve gor disapprove
participation status of a subcontracted provider in its own or a contracted
petwork for the purpose of delivering covered benefits to the health carrier's
covered persons.

(d) A health carrier shall maintain cmmwgﬂa_rx
health care subcontracts at its principal place of business in thg state, or
ensure that it has acce to all intermediary subcontracts, including ;he
JQMWQUlEtO:! review, upon twenty days' prior
written notice from the health carrier. A health girrler may_meet the
requirements of this subdivision by maintaining a copy of the intermediary
health care subcontract forms used by its intermediaries, and if the health
g__;;m, the health carrier shall also malntaln a c_py of any portion

ntermediary health ca ubcontract ially differs from
the intermediary health care subcontract form in snbj_eﬂ areas other than
reimbursement.

(e) If applicable, an intermediary shall ;;gnsmit utilization
documentation and claims paid documentation to the health gg;r1gr The health
carrier shall monitor the txmellness and pp;_prlateness of pavments made

Vi y_covered gersgns

(B ar:_[a.lwe-ihle= an mterm.a.d.nzx_s.ha.l maintain the books,
records, financial information, and documentation of health care services
provided to covered persons at its grlnc:.p,_a_g;_g.g___o._mw@,_sﬁﬁ
and preserve them for five years in a manner that facilitates regulatory

review.

{g An intermediary shall allow the director and a health
maintenance organizaticn shall all the i irector of

Regulation and Licensure access to the intermediary's books, zecords,

fipancial information, and anv documentation of health care services provided
to covered persons, as necessary to determine compliance with the Managed Care
Plan Network Adeguacy_ Act.

{h} A health carrier shall have the right, in the event of ;he

v's insclvency, to require the assignment to the health carrier
the provisions of a provider's contract addressing the provider's ob Ob_llg_gm

to furnish covered services.
Sec. 46. (1) A health garrjer that offers plans or

combination plans having a closed component shall file with the di ;gg;gr
mal;_gm_m_nrouosed for use with its participating providers and

(2) A health carrier that offers closed plans or combipation plans
having a closed component shall submit material changes to a contract that
would affect a provision required by the Managed Care Plan Network Adecquacy
Act or applicable rules and rggw__m_m_mm_ﬁgugp;oval Chanqes
in provider pa yment rates, coinsurance, copayments other
Qj.an benefit modifi ga;;g s are not considered na;erlal changes for tgg pUrpese
of this sub;g 59

director takes within thirty days after
subm1551on cf a ma:er1a1 change to a contract hy a health carrier, the change

is deemed approved.
{4) The health cazrier shall maintain provider and inter:

contracts at its principal place of business in the state or the health

carrier hall have access to all contracts and provide copies to facilitate

_ggulg;g;y review upon twenty days' prior written notice from the director.
Sec. 47. aReA ida finds that any health carrier doing

business in this state is engaging in ny violation of the Managed Care
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Network Adequacy Act and that a proceeding in respect thereto would be in the

public interest, the director shall issue and gerve upon such health carrier a

statement of the charges in that respect and a notice of hearing thereon,

which notige shall set a hearing date not less than ten days after the date gg-
the notice.

Sec. 48. 1f, after the hearing, the director finds a health carrier
has violated the Managed Care Network Adequacxm_;hg director shall reduce
his or her findings to writing and shall issue and cause to be served upgn the
health carrier charged with the violation a copy of the findings and an order
requiring the health carrier to cease and desist from engaging in the
violation and the directaor may order any one or more of the following:

1) Payment of monetary penalty of not more than one thousand
dollars for each viglation, not to exceed an aggregate genaltx of thirty
thousand dollars, unless the violation was committed lagrantly and in
conscious disregard of the Managed Care Network Adegquacy Act, in which case

the penalty shall not than fifteen thousa: ollars for each

violation, not to exceed an aggregate penalty of one hundred fifty thousand
dollars; and

{2) Suspension or revocation of the health carrier's certificate of
authority if the health carrier knew Qr reasonably should have known it was in

violation of the act.

Sec. 49. Any health carrier who violates a cease and desist order
of the director under section 48 of this act may after notice and hearing and
upon order of the director be subiect to:

(1) A monetary penalty gf not more than thirty thousand dollars for
each violation, not to exceed aggreqgate penalty of one hundred fifty
thousand dollars; and

{2) Suspension or revocation of the health carrier's certificate of

it
Sec 50. The director may adopt and promulgates rules and
requlations to carry out the Managed Care Plan Network Adequacy Act.

Sec. 51. Sections 51 to 65 of this act shall be known and may be
cited as thg Quality Assessment and Improvement Act.
Sec. 52. The Quality Assessment and Improvement Act establishes

criteria for the quality assessment activities of all health carriers that
offer managed care plans and for the quality improvement activities of health

garriers issuing closed plans or combination plans having a closed component.
The purpose of the criteria is to enable health carriers to evaluate,
maintain, and improve the gquality of health care services provided to covered
persons.

Sec. 53. For purposes of the Quality Assessment and Improvement
Act:

{1) Closed plan means a manaqed care plan that xequires a covered
P_Eu__,J_U e participating providers under the temms of the managed care

1 L

(2)_ Consumer means someone in the general public who may or may not
be a covered person or a purchaser of health care, including employers;

(3) Covered person means a policvholder, subscriber, enrcllee, or
other individual participating in a health benefit plan;

{4) Department means the Department of Insurance;

(5) Director means the Director of Insurance;

{6) Facility means an institution providing health care services or

health care setting, including, but not limited to, hospitals and other

mm;& ambulatory surgical or treatment centers, skilled
nursing centers, residential treatment centers . Qdiagnostic, laboratory, and
imaging centers, and rehabilitation and other therapeutic health settings.
Facility does not include physicians' offices;

{7)__Health benefit prm_m certificate, or

agreement entered into, offered, or issued by any person to provide, deliver,
arrange for, payv for, or reimburse any of the costs of health care services
Health benefit plan does not include workers' compensation insurance coverage;
(8) Health care professional means a physician or other health care
practitioner licensed, certlfleg, or registered to b
services consistent with state law;
{8) Health care provider or provider means a health care
professional or a facility;

(10) Health care services or health services means services for the
diagnosig, prevention, treatment, cure, or relief of a health condition,

illness, injury, or disease;
(11) Health carrier means an entity that contracts, offers to
contract, or enters into ap agreement to provide, deliver, arrange for, pay

for, or reimburse any of the costs of health care services, including a
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sickness and accident insurance company, a health mg;n;gngngg organization, a
prepaid limited health service organization, prepaid dental service
corpeoration, or any gther entity providing a plan of health insurance, health

benefits, or health care services. Health Qa:rler does not include a workers'

compensation insurer, risk management pool self- ;nﬁuggg employer who
contracts for services to be prgvided through a managed are plan certified
pursuant to section 48-120.02;

{12) Managed care plan means a health benefit plan, including glosed

plans and open plans, that g;ther requires a covered person to use or creates

financial incentives by providing a more favorable deductible, goinsurance, or
copayment level for a covered persen to uﬁg health care providers managed,
owned, under contract with, or employed by the health carrier;

{13) OQOpen plan means a managed care plan other than a closed pl
that provides incentives, including financial incentives, for covered pgrsons
Lo use participating providers under the terms of the managed care plan;

{14) Ear;.\c:lpatlng provider means a provider who, under a contract
with the health cazrier or with its contractor or subcgg;;gg;g: has agrged to
provide health care services to covered persons with an sxpectation
receiving payment, other than coinsuxance, copayments, dedusuhlisl_
directlv or indirectly from the hgglth carrier;

(15) Perscn m ividual, a corporation, a partpnership, an
association, joint ven,ture, a_ joint stock company, a trust, an
unlnggpw ny similar entity, or any combipation of the

fo ggo:mgl
(16) _Quality assessment means the mﬁu;ament and evaluation of ;hg
gnd outcomes of medical care provided individuals, groups, ¢
gwpulggxons, and

(17) oQuality improvement means the effort to improve the processes
and cutcomes related to the provision of care within the health benefit plan.

Sec. 54. The Quality Assessment and Improvement Agt applies to all
health carriers that offer closed plans or gg@xngt;on plans hav;nq a closed
component on and after the operative date of this act, except
m 57 to S9 of this act, applies to all heal;h carriers that offer open
plans op and after July 1, 1999.

Sec. S5S. W}( recognize accreditation by one or more
nationally recognized private aggrediting entities, wlth es;agl,_].shﬁd and
maintained standards, as evidence of meeting some or all of requirements
of the Quality Assessment and Improvement Act. A reco gnxzed accmd1t1ng
entity shall make available to the dlrggmg its gurrent standards |
demonstzate that the entity's anda meet this state ‘s
requirements. The hggl;b carrier may prov:.de the director wi documentation
that a managed care pl an has been mﬂm by the entity.

Sec. 56. A health carrier that provides managed care plans shg,u

develop agd ma;n;a;n the infrastructure and disclosure sygtems npecessary to
measure quality of health care services provided to covered persons om a
regular basxs and appropriate £o the tvoes of managed care plans offered by
the health carrier. A health carrier shall:

(1) Establish a system designed to assess the quality of health gaze
mmmpgrsons and appropriate to the types of managed care plans

offered by he health m;g; The system shall inglude systematlc
collection, gng ysis, and ggrt:.ng of relevant data in acgor

statutory and re and regulatory_ggu reme x_u;s,_
(2) Communicate findings in a timel ymgplxcable requlatory

aggnc:.gs,_mm_, and consumers as provided in section 59 of this act;

(3) Report to the appropriate licensing authority apy persistent

g;ghlemaglc care provided by a provider that is sufficient m mﬁg
he health B, r suspend contractual
provider. A health gamrier acting in good faith ghall be WULY
from any ¢ of action under s in making the report; and

(4) Develop a written MIQHED of the gquality asggssmegt program
available for review by the director, which shall Lg a signed
mm__y a corporate officer of the health garrier ;b the filing

meets the gqu__m_gﬁ_%g}ugl:.ty Assessment and Improvement Act. The
written ggggrxg; on of the anllty_w_g ogram of 2 health maintenance

organiz o be available for review by the Direghor of Regulation
and Licensure.
Sec. 57. health carriex that issues closed planp Qr a

combination plan havlnq a closed component shall, in addltion to complving
with the reguirements of section 56 of this act, develop and malntaln_qhg
internal structures and gg;;vu;lgﬁ necessary to improve quality as requ ired Y
this section. A health carrier subject to the requirements of this sectio
shall:
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(1) Establish an internal system capable of identifying

opportunities to improve care. This system shall be structured to identify
practices that result in improved health care outcomes, identify problematic
utilization patterns identify those providers that may be responsible for

either exemplary or problematic patterns, and foster an environment of
continuous quality improvement;
12) Use the findings generated by the system to work, on a

continuing basis, with participating providers and other staff within the
closed plan or closed component to improve the health care services delivered
to covered persons;

(3) Develop and maintain an organizational program for designing,
measuring, assessing, and improving the processes and cutcomes of health care
as_identified in the health carrier's quality improvement program filed with
the director and consistent with the provisions of the Quality Assessment and
Improvement Act. This program shall be under the direction of the chief
medical officer or clinical director of the health carrier. The
organizational progzram shall include:

fa) A written statement of the objectives, lines of authority and
accountability evaluation tools, including data collection responsibilities,

performance improvement activities, and an annua) effectiveness review of the
gquality improvement program;

(b) A written gquality improvement plan that describes how the health
carrier intends to:

{i) Analvze both processes and outcomes of care, including focused
review of individual cases as appropriate, to discern the causes of varjation;

{ii) Tdentify the targeted diagnoses and treatments to be reviewed
by the quality improvement program each vear. In determining which diagnoses
and treatments to target for review, the health carrier shall consider

practices and diagnoses that affect a substantial number of the managed care

plan's covered persons or that could place govered persons at serious Lisk.

v ion shall not be ed to require a health i O review
every disease, illness, and condition that may affect a covered person under a

managed care plan offered by the health canpier;

(iii) Use a range of appropriate methods to analyze guality,
including:

(a) Collection and analysis of information on over-utilization and
under-utilization of health care services;

{B) Evaluation of courses of treatment and outcomes of health care
serviges, including health status measures, consistent with reference data
bases such as qurrent medical research, knowledge, standards, and practice
gquidelines; and

{C) Collection and analysis of information specific to a covered

Person or persons or provider or providers, gathered from multiple sources

such as_utilization management, claims processing, and documentation of both

the satigfaction and grievances of covered persons;
(iv) Compare program findings with past performance, as appropriate,
._when available

and with internal goals and external standards e, adopted by the

health carrier:;

{v) Measure the performance of participating providers and conduct
peer review activities, such as:

{A) Identifving practices that do not meet the health carrier's
standards; .

(B) Taking appropriate action to correct deficiencies;

{C) Monitoring participating providers to determine whether they
have implemented corrective action; and

(D) Taking appropriate action when the participating provider has

not implemented corrective action;

{vi) Utilize treatment protocols and practice parameters developed
with appropriate glinical input and using the evaluations described in
subdivisions (3)(b) (i) and (ii) of this section, or utilize acquired treatment
protocols developed with appropriate clinical input; and provide participating
providers with sufficient information about the protocols to

enable
participating providers to meet the standards established by these protogols;

(vii) access to care for cov persons according to
standards established by the insurance laws of this state. The cquality
improvement plan shall describe the health carrier's strateqy for integrating

public health goals with health services offered to covered persons under the
managed care plans of the health carrier, including a description of the

health carrier's good faith efforts to initiate or maintain communication with

public health agencies;
{viii) Implement improvement strategies related to program findings;

and
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(ix) Evaluate periocdically, but not less than annually, the
effectiveness of the strategies implemented in subdivision (3)(b)(viii) of
this section; and

(4) Assure that participating providers have the opportunity to
participate in developing, implementing, and evaluating the M
improvement system.

Sec. 58. The chief medical officer or clinical director of the

health carrier shall have primary responsibility for the quality assessment
and guality improvement activities carried out by, or on behalf of, the health
carrier and for ensuring that all requirements of the Quality Assessment and
Improvement Act are met. The chief medical officer or clinical director shall
approve the written quality assessment and quality improvement programs, as
applicable, implemented in compliance with the act, and shall periodically

review and revise the program document and act to assure ongoing
appropriateness. Not less than semiannually‘, the chief medical cfficer or

clinical director shall review reports of quality assessment and guality
improvement activities.  The director shall hold the health carrier

responsible for the actions of the chief medical officer or clinical director
carried out on behalf of the health carrier and shall hold the health garrier

respensible for ensuring that all reguirements of the act are met.
Sec: 939 {1) A health carrier shall document and communicate

information, as provided in this section, about its gquality agssessment program
and its quality improvement program, if it has one, and shall include a
description of its quality assessment and guality improvement Q;gmd_a
statement of patient rights and responsibilities with resp

programs in the certificate of coverage or handbook provided to newlv enrolled
covered persons.

(2){(a) A health carrier shall certify to the director annually that

its quality asseasment program and its gquality improvement proqram, if it has

one, along with the materials provided to providers and consumers in
accordance with subsection (1) of this section, meet the requirements of the
Quality Assessment and Improvement Act.

(b) A health carxier shall make available for review by the public
upon request, subiect to a reascnable fee, the materials certified pursuant to
subdivision (2) (a) of this section, except fcr the materials subject to the
confidentiality requirements of section 60 o i materials that are
proprietary to the health benefit plan. A health
certified materials for at least three vears from the date the material has
been used or until the material has been examined as part of a market conduct

Sec. 60. (1) Data or information pertaining to the diagnosis,
treatment, or health of a covered person obtained from the person or from 2

provider by a health carrier is confidential and shall not be disclosed to any
person except to the extent that it may be necessarv to carry out the purposes
of the Quality Assessment and Improvement Act and as allowed by state law; or

upon the express consent of the covered person; or pursuant to statute
court order for the production of evidence or the discovery thergg_m
event of a claim or litigation between the covered person and the health
carrier in which the data or information is pertipent, regardless of whethe
the information is in the form of paper, is preserved on micrefilm, or

vable £ z y data or information gertalpmg_L
the diagnosis, treatment, or health of any covered person or applicant is
disclosed pursuant to the provisions of this subsection, the health carrier
making this required disclosure shall not be liable for the disclosure or any

subsequent use or misuse of the data. A health carrier shall be emtitled to
claim apy statutory privileges against g;sglogure that the provider who
furnished the information to the health carrier is entitled to claim.

{(2) A person who, in good faith and without malice, takes an action
or makes a decision or recommendation as a member, agent, or emplovee of a
health carrier's quality committee in furtherance of and consistent with the
quality assessment or guality improvement activities of ier, or
who furnishes any records, information, or assistance to a gquality committee
in furtherance of and consistent with the gquality assessment or cuality
improvement activities of the health carrier, shall not be subject to
liability for civil damages or any legal action in consequence of his or her
action, nor shall the health carrier that estaklished the quality committee or
the officers, directors, employees, or agents of the health carrier be 1liable
for the activities of the person. This section shall not be construed to
relieve any person of liability arising from treatment of a patient.

(3) (a) The informaticn considered by a quality committee and Lh.e
records of its actions and proceedings shall be confidential and not subjec

to subpoena or order to produce except in proceedings before the aggronrlate
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state licensing agemcy, or in an appeal, if permitted, from the quality
compittee's findings or recommendations. No member of a quality committee, or or
officer, director, or other member of a health carrier or its staff engaged i

assisting the quality committee, or engaged in the health carrier's quallty

assessment or quality improvement activities, or any person assisting
furnishing information to the quality committee may be subpgenaed to testify

in any judicial or guasi-judicial proceeding if the subpcena is based sglely
on these activities.

{b) Information considered by a quality committee and the records of
its actions and proceedings that are used pursuant to subdivision (3) (a) of
this section by a state licensing or certifying agency or in an appeal shall
be kept confidential and shall be subiject to the same provisions concerning
dxscovery and use in legal actions as are the original information and records
in the possession and control of a quality committee.

{4) To fulfill its obligations under this section, the health
carrier shall have access to treatment records and other ;gfggmétlon
pertaining to the diagnosis, treatment, or health status of any covered

person.
Sec. 61. Whenever a health carrier contracts to have another entity
perform the quality assessment or quality improvement functions reguired by

the Quality Assessment and Improvement Act or applicable rules and
requlations, the director shall hold the health carrier responsible for

monitoring the activities of the entity with which it contracts and for
ensuring that the requirements of the act and applicable rules and requlations
are met.

Sec. 62. 1f the director finds that any health carrier doing
business in this state is engaging in any vioclation of the Quality Assessment
and Improvement Act and that a proceeding in respect thereto would be in the
public interest, the director shall issue and serve upon such health carrier

statement of the charges in that respect and a notice of hearing th g;ggn
which notice shall set a hearing date not less than ten days from the date of
the notice.

Sec. 63. 1f, after the hearing, the director finds a health cazrier
has violated the Qggll;y_gﬁgggﬁmgn;_agg_lgprovement Act, the director shall
reduce his or her findings to writing and shall issue and cause to be served
upon the health carrier charged with the violation a copy of the findings and
an order requiring the health carrier to cease and desist from engaging in the
violation and the director may order any one or more of the following:

{1) Payment of a monetary penalty of not more than one thousand
dollars for each violation, not to exceed an aggregate penalty of thirty
thousand dollars, unless the violation was committed flagrantly and in

conscious disreqard of the Quality Assessment and Improvement Act, in which
case the penalty shall not be more than fifteen thousand dollars for each

violation, not to exceed an aggqregate penalty of one hundred fifty thousand
dollars; and

(2) Suspension or revocation of the health carrier's certificate of
authority if the health carrier knew or reasonably should have known it was in
violation of the act.

Sec. 64. Any health carrier who violates a cease and desist order

of the director under section 63 of this act may after notice and hearing and

upon order of the director be subject to:
(1) A monetary penalty of not more than thirty thousand dollars for

each violation, mnot to exceed aggregate penalty of one hundred fifty
thousand dollars;: and

{2) Suspension or revocation of the health carrier's certificate of
authority.

Sec. 65. The director may adopt and promulgate rules and
regulations to carry out the Quality 14 .

Sec. 66. Sections 66 to 80 of this act shall be known and may be
cited as the Health Carrier Grievance Procedure Act.

Sec. 67. The purpose of the Health Carrier Grievance Procedure Act
is to provide standards for the establisbment and maintenance of procedures by

health carriers to assure that covered persons have the opportunity for the
appropriate resolution of their grievances as fin in the act.

Sec. 68. For purposes of the Health Carrier Grievance Frocedure

Act:
(1) Adverse determination means a determination by a health carrier
or designee utilization review agent that an admission, availability of

m concmugg s:gy,wwm
based upon the information provided, does not meet the health carrier's

requirements for medical necessity, appropriateness, health care setting,
level of care, or g: ectiveness, and the requested health care service is
_20_
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therefor denied, reduced

(2) Ambulatory review tion review of
services performed or provided in an outpatient setting;

(3) Case management means a gggrdlnatgd set of activities conducted
for individual patient management of serigus, complicated, __protracted, or
other health conditiopns:

(4) certification means a determination by a health carrier ox its

designee utilization review agent that an admission, availability of care.
continued stay, or other health care servige has been reviewed and, based on
the information provided, satisfies the health carrier's requiremengs for
medical necessitv, appropriateness, health care setting, level of care, and
effectiveness;

{5) Clinical peer means a physician or other health care

pr i who holds a nonrestricted licen in a the United States
and in the same or similar spegialty as typically manages the medical

condition, progedure, or treatment under review;

{6) clinical review criteria means the written screening procedures,
decision abstragts clinical Mp;acmce guidelines used by the the
health carrier to determine the necessity and appropriateness of health car

services;

{7 losed plan means a managed care plan thgt requires a covered
person to use pa rtlc.\gatlng providers under the term the managed gaze
elan;

(8)_ Concurrent review means utilization review conducted during a
patient's hospital stay or course of treatment;.

{9) Covered mm policyvholder, subscriber,
other individual participating in a health benefit plan;

{10) Director means the Director of Insurance;

Al lanning means the formal process for determining,
prior to discharge from a facility, the coordination and management of the
care that a patient receives following discharge from a fag;“;,y

{12) Emergency mgdiga condition _means medi vioral
condition, the ongset of which is sudden, that manlfests ;;ﬁglf by symptoms of

sufficient severity, ;ngmd;ng, but not limited to, severe pain, that a
prudent layperson, possessing an average knowledge of medicine and health,
m_;_ga,&ml expect the absence of immediate medical attention to ) result

(a) placing the health of the person afflicted with sugh condition in
serious jeopardy or, in the case of a behavioral condition, placing the health
of such perscns or others in serlous jeopardy, (b) serious impairment to such
person's bodily functions, (g) serious impairment of any bodily organ or part
of such person, or (d) serious disfiqurement of such person;

{13 Emergency services means health gare services necessary to
screen and stabilize a covered person in conmection with an emergency medical
condition;

(14) Facility means an institution pzeoviding health care services or
a_ health care setting. including, but not limited to, hospitals and othexr
licensed inpatient centers, ambulatory surgical or treatment centers, skilled
nursing centers, residential treatment centers, diagnostic, laboratorv, . and
1mag_g_g_§_nters. and rehabilitation and cther therapeutic health settings.

does not include physicians' offices;

HSMWWLM@M@MW
with the health carrier's formal grievance procedure by or behalf ¢
covered person regarding any aspect of the managed care glan relat;xg ;g the
covered person, such as:

{a) Avaxlabllzty, delivery, quality health se

including a g¢emplaint regarding an adverse determination madep rsuan 1'.
utilization review;
{p) Claims payment handling or reimbursement for health care
H

{e) Matters gertauung the contractual relationship between a
covered person and a health carrier;

(16) Health benefit plan means a policy, contract, cer tafiGRbe.,
agreement entered into, offered, or 1S§y,gd by_any person tc provide deli g;

arrange for, pay for, or reimburse any of the costs o care services.

Health benefit plan does not include workers' compensation insurance coverage;

(17) Health care professional means a physician or other health care
ppactitioner licensed certified or registered to perform specified health
services consistent with state law;

(18) Health care pzovider or provider means a health care
professional or a facility;

(19) Health care services or health services means services for the

diagnosis, prevention, treatment, gure, or relief of a health condition,
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illness, injm, or disease;

Health carrier entit that contracts, offers to
contract, or enters into an agr mgng to provide, del;ver, rrange for, a
for, or _reimburse agy the costs of health ices, including a a

sickness and agcident insurance company, a health ma;ntenance organization, a
prepaid limited health service orgamization, a prepaid dental service
corporation, or any other entity prov1g]ng_§__p1an of health insurance, health
benefits, or health care services. Health carrier does not include a workers'
compensation insurer, risk management pool, or self- insured emplover who
contracts for services to be prov:Lded through a managed care plan certified
pursuant to section 48-120.02

{21) Managed care p an means a hgal;h benefit plan, including closed
plans and open plans, that either requires a covered person to use or creates
financial incentives by providing a more favorable deductible, coinsuzance, or
copavmegt level for a covered person to use health care providers managed,
owned, der contract with, or employed by the health carrier;

{22) Network means the group of participating providers providing
services to a managed care plan;

{23) Open plan means a managed care plan other than a closed plan
that provides incentives, including financial incentives, for covered persons
to use participating providers under the terms of the managed care pm

{24) Participating provider means a provider who, under contract

h the health carrier or with 1ts contracm; or subcontractor, has a has agreed to

health care services persons with an expectation of

rece:wlng __payment, other than rm‘nsuranc.e, copayments, or deductibles,
directly or indirectlv from the health carrier;

(25) Person means an 1nd1v1dua 1, a corporation, a partnership, an
association, a_ joint venture, joint stock company, a trust, an
unincorporated organization, any_m__entzty, or any combination of the
foregoing;

{26) Prospective review means utilization review conducted prior to
an admission or a course of treatment;

(27) Retrospective review means a review of “medical necessity
conducted after services have been provided tc a patient, but does not include

the review of a claim that is limited to an evaluation of reimbursement
levels, veracity of documentation, accuracy of coding, or adjudication for

payment;

{28) Second opinion means an opportunity or requirement to obtain a
clinical evaluation by a provider other than the one originally making
recommendation for a proposed health service to assess the clinical necess:.ty

and appropriateness of the initial proposed health service;
{29) Stabilize means when, with respect to transfer to another

facility, the examining physician at a hospital emergency department where an
individual has sought treatment for an emergency medical condition has
determined, within reasonable medical probability:

(a) With respect to an emergency medical condition, that nc material
deterioration of the condition is likely to result from or occur during a
transfer of the individual from the facility; and

(b) The receiving facility has available space and gqualified
personnel for the treatment of the individual and has agreed to accept
transfer of the individual and provide appropriate medical treatment;

{30) Utilization review means a set of formal techniques designed to
monitor the use of, or evaluate the clinical necessity, appropriateness,
efficacy, or efficiency of health care serv1ces,_procedurg§,__mi or
facilities. Technigues wmay include ambulatorv review, prospective review,
second opinion, certification, concurrent review, case management, discharge
planning, or retrospective review. Utilization review does not include
elective requests for clarification of coverage:; and

(31) Written means gganém ssion of correspondence by mail,
] ' 33 P et e
Sec. 88. Except as otherwise specified, the Health Carrier

facsimile

Grievance Procedure Act applies to all health carriers that offer managed care
plans.

Sec. 70. The director may recognize accreditation by one or more
nationally recognized private accrediting entities, with established and
maintained standards, as evidence of meeting some or all of the requirements
of the Health Carrier Grievance Procedure Act. A recognized accrediting
entity shall make available to the director its current standards to

demonstrate that the entity's standards meet or exceed this state's

requirements. The health carrier may gx_v_j‘m_m;;;_o_; with documentation
that a managed gare uiﬂ hiﬁ been g;g;gdlted by the entity.
Sec. 7als A health carrier shall maintain in a grievance
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register written records to document all grievances received during a calemndar

Y. i -lev vi f an adverse determination shall be
Drocegﬁgﬂ compliance with section 73 of this act but not considered a
grievance for purposes of the grievance register upless such reguest includes
a_ written grievance. A request for a second-level review of ap adverse
determination shall be considered a grievance for purposes of the grievance
register. For each grievance reguired to be recorded in the grievance
reqgister, the grievance register shall contain, at a minimum, the following
information:

fa) A general description of the reason for the grievance;
(b) Date received;

{c) Date of each review or hearing:

{d) Resolution at each level of the grievance;

(e) Date of resolution at each level; and

(f) Name of the covered person for whom the griev;ngg was filed.

(2) The grievance register shall be malntalned in a manner that is
reagonably clear and accessible to the director. grievance register
maintained by a health malgtenﬁgg organization shall alsc be accessible to
the Director of Regulation and Licensure.

{3) A health garrlgr shall retain the grievance register compiled

for a calendar vyear for the longer of three yvears or until the director hig
adopted a final report of an examination that contains a review of
grievance register for that calendar year

Sec. 72. (1) Except as pec:.f:.ed in section 76 of this act, a
health carrier shall use written procedures for receiving and resolving
grievances from covered persons.

(2) (a) A copy of the grievance procedures, including all forms used
to process a grievance, shall be made available to the director upon reguest,
A health garrier shall file annuallv with the director a certificate of
compliance stating that the health carrier has established and maintains
grievance prgcedu;es that fully comply with the provisions of the Hgalth
Carrier Gri Pxr ure

{b) A description of the grievance procedure shall be set forth in
or attached to the policy, certificate, membership bgoklet, outline of
MMMML_____&_LOVlded to covered persoms.

The grievance procedure documents shall include a statement aof a

covered pgrggn's right to contact the director's gffice for assistance at any
time. The statement shall include the telephone number and address of the
director.

Sec. 73. (1) If a covered person makes a rg_q’uest to a health
carrier for a health care service and the ;ggugﬁ; is denied, the health
carr;er shall p;gv:.de the covered perscn w1th an explanation of the easons

ial ritten otice tc submit a grievance, ﬁnd the
;g],gghgng number to gﬁ“ for 1nformat10n and as sistance ’I‘he health caprier,

at the time of a detexmination net to certify ission ed s
or other health care service, shall inform the attending or g;ggxlnq_p oy_;der
of the right to submit a grievance or a request for an expedited review and,
uURoD request, shall explain the procedures established by the health cacrier
for initiating a review. A grievance involving an adverse determlnatlon may
be submitted by the covered person, the covered person's representative, a

ovider ting on behalf of a vered person, except that a Mx not

submit a grievance involving an adverse determ:nation on behalf of covered

mﬂmmmm&ﬁsﬁLp_hL_rom s _a provider
from taking thg; action A health carrier shail ensure that a majority of the
persons reviewing a grl,evanq_m_mg an adverse de;gmlnatlon have
appropriate expertise. A health carrier shall issue a copy of the ritten
ﬁggiﬁ gn to ; provider who submits a grievance on behalf of a gg\( red person.

health ;a.rrlg; Shall m; a first- 1evg1 rvylew of a grievanc inxg x;ng
an adver ination in accordance (3) of this sectlon and
section 75 of this act, but such a qxi_em_Mjgg; to the grievance
register reporting regquirements of section 71 of this act unless S —eal ¥ ony
written grievance.

L2) (a) A qrievance concerning any matter except an adverse
determination may be submitted by a covered npexrson or 2 coyered person's
representative. A health carrier shall issue a to the
covered persan or the covered person's representative within fifteen working
days after receiving a grievance. The person Oor persons rev;g_mg_;hg
grievance shall not be the same p or ns__w made the

g;ermxnatlgn denying 2 claim or handllng the matter that is the subjegt of
the grievance. If the health caxrier camnot make a ggc1sxon within flftgg
working davs due to circumstances bevond the health carrier's control,
health carrier may take up to an additional fifteen working davs & issu
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written decision, if the health carrier provides written notice to th e covered
person of the extension and the reasons for the delay on or before the
fifteenth working day after receiving a qrievance.

(b)_A covered person does not have the right to attend, or to have
representative in attendance, at the first-level grievance review. covered
person is entitled to submit written material. The health carrier shall

provide the covered person the name, address, and telephone number of a person

desigqnated to coordinate the qrievance review on behalf of the health carrier.
The health carrier shall make these rights known to the covered person within
three working days after receiving a grievance.

(3) The written decision issued gursgan; to the procedures described

in subsections (1) and (2) of this section and section 75 of this act shall
contain:
(a) The names, titles, and qualifying credentials of the

persons acting as the reviewer or reviewers participating in the first- leve
grievance review process;
(b) A statement of the reviewexrs' understanding of the covered
person's grievance,
eviewers' decision in clear contract basis or
medical ratlonale in suff1c1en; detail for the covered person to respond

further to the health carrier's position;

(d) A reference to the evidence or documentation used as the basis
for the decision;

{e) In cases involving an adverse determination, the ingtructions

for reguesting a written statement of the clinical rationale, including the
clinical review criteria used to make the determination;

{f)_1f applicable, a statement indicating:

(i) A description of the process to obtain a second-level grievance
review of a decision; and
ii) The written procedures governing a second-level review,

1nc1uding any required timeframe for review; and

{g) Notice of the covered perscn's right to contact the director's
office. The notice shall contain the telephone number and address of the
director's office.

Sec. 74. (1) A health carrier that offers managed care plans shall
establish a second-level grievance review process for its managed care plans
to give those covered persons who are dissatisfied with the first-level
grievance review decision the option to request a second-level review, at
which the covered person has the right to appear in person before authorized
representatives of the health carrier. A health carrier required by this
section to establish a second-level grievance review process shall provide
covered persons with adequate notice of that option.

f2) (a) With respect to a second-level review of a grievance, a
health carrier shall appoint a second-level q:i_evan_c_e review pangl g
majority of the panel shall be comprised of perso;
involved in the grievance. The panel shall have the legal authority r.o blnd
the health carrier to the panel's decision.

(b) A health carrier shall ensure that a majority of the persons
reviewing a grievance involving an adverse determination are health care
professionals who have appropriate expertise.

{3) A health carrier's procedures for conducting a second-level
panel review shall include the following:

{a) The review panel shall schedule and hold a review meeting within
forty-five working days after receiving a request from a covg;gg person for g
second-level review. In cases in which the covered person canno appear
person, a health carrier shall offer the covered person the opgortunlty to
communicate with the review panel by conference call or other available
technoloqy;

{b) Upon the request of a covered person, a health carrier shall
provide to the covered person all relevant information that is not
confidential or privileged:

{c) A covered person has the right to:

(i) Attend the second-level review;

{ii) Present his or her cases to the review panel;

{iii) Submit supporting material both before and at the review

meeting;
{iv) Ask questions of any representative of the health carrier; and
{v) Be assisted or represented by a person of his of her choice;
{d) The notice shall advise the covered person of the rights
specified in subdivision (3){c) of this section;
{e) The review shall include (i) documentation of the substance of

the grievance and (ii) full investigation of the substance of the grievance,
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including a],l known aspects of clinigcal care 1nvolved _and

£ The review panel shall issue a ecision to the ¢
person gi;h;n five working days after comgletlng ;hg ;gv:Lew meet1nq

Sec. 75. (1) A health carrier shall a ten procedures
for a standard review of an adverse dgtemlnution Review g;gcedures shall be
available to a covered pexrgon and to the prgv1der acting on behalf of a
covered person. For purposes of this section, covered person includes the
regres,gnta_tlye of a covered person.

(2)_ wWhen reasonably necessary or when requested by the provider
acting_on behalf of a covered person, standard reviews shall be evaluated by
an appropriate clinical peer Qor peers in the same or similar specialty as
m_;zg_gally manage the case being reviewed The clinical peer shall nat
have been ;p glved in the initial adverse g;er_nu,m;m,

For standard reviews the health carrier shall notifv in writing
both the cgggrgd person and the attending or ordenng_g_gy_;_j__mm
within fifteen working days after the rgguest for a review. The written
decision shall confain the provisions required in subsection (3) of section 73
of this act.

(4) In any case in whigh the standard review process does not
resolve a difference of opinion b n_the arrier and the ¢
person or the provider acting on behalf of the ggxg;gd person, the ggx;;gd
person or the gmxm acting on behalf of the cove person may submit
written grlgvangg, unless the provider is grohlb1ted from fllmg_ﬂ_grlgvance
by federal or tate 1 arrier that offers ged care
plans shall reviez it as a second—lgxg], i .

Sec. 76. (1) _a health caxrier sh ish written procedures
for the expedited review of a grievance involving a situation in which the
timeframe of the standard g;;gvance procedures set forth in sections 73 to 75

of this act would seriously jegpardize the 1ifes or health of a covered person
or would jeopardize the covered person's ability to regain maximum mglgn
A request for an expedited review may be m_y or in wr:.tlgg
request for an expedited view of an adyverse tion may be submltggé
orally or in writing and shall be subject to the zxeview procedures of this
section, if it meets the griteria of this section. However, for purposes of
the arievance register reguire; mgn;ﬁ of section 71 of this act, a regquest for
an expedited review shall not be included ip tae grievance register unless the
reguest is submitted in writing. Expedited review procedures shall be
available erson and to the provider acting on behalf of a
covered person. For purposes of this section, covered person includes the
regresegtatlve of a covered person.

edited reviews which result ir determination s
be eyaluaggg b _an appropriate clinical peer or peers in the same or Elmllal‘
specialty as would typically mana manage the ca;g belng rev;ﬂﬂ, The clinica
peer or peers shall not have initial
determination.

(3)__A health carrier shall provide expedited review to all requests
concerning an adm1§,§.1.gn , availabilitvy of care, continued stay, or health care
service for a covered person who has received emergency services but has not
been discharged from a facility.

(4) 2n expedited review may be initjated bv a covered person or a
pw on behalf of a covered person.

(5) In ap expedited review, all necessary information, including the
health carrier's degxs:.gn, shall be transmitted between the health carrier and

he covered person the provider acting on behalf of a covered person by
Lﬂggmm gr the most expeditious method available.

{6) In an expedited review, a health carrier shall make decxs;on
and notify the covered person or the provider acting on ghalf of ghg covered
person as expeditiously as the covered on's medical ion requ.lres,
but in no event more than seventv-two hours after the review is commenced.
the expedlted review is a conggrrgﬂ; review determination, the hegl;h gg;

ontinued without liability to the covered person ntil the
covered person has been notified of the determipation.

{7) A health carrier shall pzovide written confirmation of its
decision concerning an expedited review within two working days after
p_x__x;dmg notification of that decision, if the initial m;iflcagzon was ng
in writing. The written degision shall contain the provisions required
subsecticn (3) of section 73 of this act,

(8) A health carrier shall provide reasonable access. not to exgggﬂ
one business day after receiving a reguest for an expedited re view, to a
clinical peer who can perform the expedited review.

{9) In any case in which the expedited rev;g_g g;ggg;s does not
resolve a difference of o en the health carrier covered
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person or the provider acting on behalf of the covered person, the covered

person or the provider acting on behalf of the covered Person may submit a
written grievance, unless the provider is prohibited from filing a grievance
by federal or other state law. A health carrier that offers managed care

plans shall review it as a second-level grievance. Except as expressly

provided in this section, in conducting the review, the health carrier shall

adhere to_ timeframes that ar onable under t ircumstances.
{10) A health carrier shall not be required to provide an expedited

review for retrospegtive adverse determinations.
SRy SRy If the director finds that any health carrier doing

business in this state is engaging in any wviglation of the Health Carrier
Grievance Procedure Act and that a proceeding in respect thereto would be in
the public interest, the director s i and serve upon such health

carrier a statement of the charges in that respect and a notice of hearing

thereon, which notice shall set a hearing date not less than ten days from the
date of the notice.

Sec. 78. 1I1f, after the hearing, the di finds a health carri
has violated the Health Carrier Grievance Procedure Act, the director shall
reduce his or her findings to writing and shall issue and cause to be served
upon the health carrier charged with the violation a copy of the findings and
an_order requiring the health carrier to cease and desist from engaging in the
vigolation and the director may order any one or more of the following:

(1) Payment of a monetary penalty of not more than one thousand
dollars for each violationm, not to exceed an aggregate penalty of thirty
thousand dollars, the wviolation wa itted flagrantly and in

conscious disregard of the Health Carrier Grievance Procedure Act, in which

case the penalty shall not be more than fifteen thousand dollars for each

violation, not to exceed an aggregate penalty of one hundred fifty thousand
dollars; and

(2) Suspension or revocation of the health carrier's certificate of
authority if the health carrier knew or reasonably should have known it was in

violation of the act.

Sec. 79. Any health carrier who violates a cease and desist order
of the director under section 78 of this act may after notice and hearing and
upon order of the director be subjegt to:

{1) A monetary penalty of not more than thirty thousand dollars for
each violation, ngt to exceed an aggreqate penalty of one hundred fifty
thousand dollars; and

{2) Suspension or revocation of the health carrier's certificate of
authority.

Sec. 80. The director may adopt and promulgated rules and
regulations to carry out the Health Carrier Grievance Procedure Act.

Sec. 81. (1) Notwithstanding section 44-3,131, any individual or
group sickness and accident insurance policy or subscriber contract delivered,
issued for delivery, or renewed in this state and any hospital, medical, or
surgical expense-incurred policy, except for policies that provide coverage
for a specified disease or othar limi -benefit coverage, and any self-funded
employee benefit plan to the extent not preempted by federal law, which
provides reimbursement for prescription drugs approved by the federal Food and
Drug Administration for the treatment of a specific type of cancer shall not
exclude coverage of any drug or combination of drugs on the bagis that the
drug or combination of drugs has not been approved by the _federal Food ang
Drug Administration for the treatment of another specific type of cancer if
{a) the drug or combination of drugs is recognized for t atment of the other
specific tvpe of cancer in the United States Pharmacopeia Drug Information and
the drug or combination of drugs is approved for sale by the federal Food and
Drug Administration or (b) the drug or combination of drugs is recocgnized for
treatment of the other specific type of cancer in medical literature and the
drug or combination of drugs is approved for sale by the federal Food and Drug
Administration.

{2) Notwithstanding section 44-3,131, any individual oz group
sickness and accident insurance policy or subscriber contract delivered,

i d for delivery, or renewed in this state and any hospital, medical, or

surgical expense-incurred policy, except for policies that provide coverage
for a2 specified disease or other limited-benefit coverage, and any self-funded
employee benefit plan to the extent not preempted by federal law, which
provides reimbursement for prescription drugs approved by the federal Food and
Drug Administration for the treatment of human immunodeficiency virus or
acquired immunodeficiency syndrome shall not exclude coverage of any drug or
combination of drugs on the basis that the drug or combination of drugs has
not been approved by federal Food and Dru Administration for the

treatment of human immunodeficiency virus or acquired immunodeficiency

~26-
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_y—ndrome if (a) the drug or combination of druqs is recow
of human 1munQdef;g§g§ymmML¥ syndrome in the
United States Pharmacopeia-Drug Information and the drug or combination of
drugs is approved for sale by the federal Food and Drug Administwation or (b)
the drug or combination of drugs is recognized for treatment of human

immunodeficiency virus or acquired immunodeficiency syndrome in medical
literature and the drug or combination of drugs is approved for sale by the
federal Food and Drug Administration.

(3) Any coveraage of a drug or combination of drugs reguized by this

section shall include medically necesgarv services associated with the
administration of the drug if such serviges are covered by the insurance
policy, contract, or plan.

{4) Nothing in this section shall be construed to require coverage

for any experimental or investigational drug not approved by the federal Food
and ug ipd i .

(5) For purposes of this section, medical literature means two
articles from major peer-reviewed professional medigal jouxnals that have

saaq_uﬁdwc or medical criteria, the safety and

effectiveness of the drug or combination of dru drug for treatment of the
indication for which it has been prescribed unless wo articles from majgr

peer-reviewed professional medical journals hg e concluded, based on
scientific or medical criteria, that the drug or combination of drugs is is
unsafe or ineffective or that the safety and effectiveness of the drug or

combination of drugs cannot be determined for the treatment of the 1nd;ga;;|,an
for which the drug or combination of d.ruqﬁ___ha,LhLen__prescrlbed. Each ar
shall meet the uniform requirements for manuscripts submitted biomedical
journals gstabllshed by the Internatuonal Committee of Medigal Mﬁﬁl Editors
or shall have been published a journal specified by the United States
epartment of Health and Human Ser ;ggﬁ pursuant to 42 U.S. C. 1395x(t) (2) (B) .
amended, as acceptable peer-reviewed medical literatur Peer- rev1ewe
gﬁ;gﬁ literature shall not include publications or ﬁupplgmg ts that
sponsored to a significant extent by a pharmaceutical manufacturlng_ggmpany_g_
health carriexr.

(6) Within ninety davs after the operative date of this section, the
chief medical offiger, if one is apnointed pursuant to section 81-3201, and if
QL then the Director of Regulatlon and Licensure _m_apponxt a panel of

Three medical ogists, upen the
recommendatlon of Ne. ;a,s.kg Qnm].g,gy Society, and two specialists in the
management of gatlegts hg ng_ treated for bhuman immunodeficiency virus g
acquired immunodeficiency syndrome, upon the recommendation of the Nebraska
Medical Association. Members of the panel shall serve without compensation.
except that Shﬂv_ﬁhall__h?_relmbursed for the:Lr actual and negessary expenses
ursuant t ti = here is a WQ
acceptable medical llteragure §ugpgx; Qf gn ad:'unlstratlon under this section,
the panel, upon request of the Director of Imsurange, shall review the use in
dispute and the medical literature and shall advise the Director of Insurance
whether an administration is medically appropriate for m

section. A majority vote of the membexs of the panel shall be necessary to
determine that coveraqe is medicallvy appropriate. The panel may meet ].n
person or by telephone conference call or other communication means accep table
to the Director of Insurance and the chief medical officer, if one is
appointed pursuant to section 81-3201, and if not, then the Director of
Regulation and Licensure. 3

{7) This sectiocn shall apply to policies, plans, or contracts faor
ingurance as provided in subsections (1) and (2) of this section which are
delivered, issued for delivery, or remewed in this state on or after the
operative date of this section.

Sec. 82. (1) Notwithstanding sectdon 44-3,131, no group policy of
accident or health insurance, health services plan, or health maintenance

ggwmmwmm
the o ative date this policy, plan, subscription, or
contract which specifically provides coverage for surgical and nonsurgical
treatment involving a bone or joint of the skeletal ﬂﬂm: includes the
gp;wgov1gg coverage for the same diagnostic or surqical procedure
invelving any other bone or j £ the face, neck, or head through the use
of an endorsement or simi - ch endorsement may limit benefits
for services to an amount of not less than two thousand five hundred dollars.

Sec. B3. Section 81-1307, Revised Statutes Supplement, 1997, is
amended to read:

81-1307. The Director of Personnel shall be responsible for the

administration of the personnel division. Subject to the review powers of the
State Personnel Board, the director shall be responsible for dJevelopment of
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recommendations on personnel policy and for development of specific
administrative systems and shall have the authority to adopt., promulgate, and
enforce rules and regulations pertaining thereto. The director shall be
responsible for specific administrative systems including, but not limited to,
the following:

(1) Employment Services:

(a) General employment policies and procedures;

{b) Position classification plans:

{c) Job descriptions;

(d) Job specifications;

(e) Salary or pay plans;

{f) Staffing patterns; and

(g) Recruiting of qualified applicants for employment and the
maintenance of qualified applicants for employment for all positions in state
government ;

(2) Personnel Records:

(a) A system of records and statistical reports containing general
data on all employees, including current salary 1levels and such other
information as may be required by the operating needs of state departments and
agencies and the budget division; and

(b) Standards for the development and maintenance of personnel
records to be maintained within operating departments of the state government ;

(3) Personnel Management :

(a) Minimum standards for evaluation of employee efficiency and a
system of regular evaluation of employee performance;

(b) Administrative guidelines governing such matters as hours of
work, promotions, transfers, demotions, probation, terminations, reductions in
force, salary actions, and other such matters as may not be otherwise provided
for by law;

(c) Administrative policies and general procedural instructions for
use by all state agencies relating to such matters as employee benefits,
vacation, sick leave, holidays, insurance, sickness and accident benefits, and
other employee benefits as the Legislature may from time to time prescribe;
and

(d) A aystem of formally defined relationships between the personnel
division and departments and agencies to be covered by the State Personnel
System;

{4) salary and Wage Survey: Measuring, through the use of surveys,
the state's comparative level of employee compensation with the labor market;

{5) Staffing Patterns:

(a) staffing patterns for each department and agency of state
government that conform with those authorized by the budget division;

{b) Revisions to staffing patterns of all departments and agencies
that have been approved by the budget division;

(c) Merit increases provided for any employee of the state that are
the result of positive action by the appropriate supervisor: and

(d) The state's pay plan, as enacted by the Legislature, together
with such amendments as may occur, is explained in appropriate handbooks for
employees of the state;

(6) Temporary Bmpleyee Peel Emplovees:

{(a) The director shall administer & & ploy appli E
peel the Temporary Fmplovee Pool containin q__gpgl;gant from which state
agencies can draw when in need of a short-term labor supply; and

{b) State agencies must receive approval from the director before
hiring any temporary employee; and

{(7) Employee Recognition Program: The director shall administer an
employee recognition program for state employees. The program shall serve as
the authorized program for honoring state employees for dedicated and quality
service to the government of the State of Nebraska.

Sec. B84. The personnel division of the Department of Administrative
Services shall provide an annual report to the Clerk of the Legislature. The
Ieport shall include the following information based on the prior fiscal vear:
{1)_The number of temporary emplovees emploved by the state; (2) the number of
such temporary_ _employ: ligible for health insurance coverage

pursuant to section 84-1601; (3) the number of such temporary employees who
elected coverage; and (4) the average length of health insurance coverage for

those temporary employees who elected coverage.

Sec. B85. Section 84-1601, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1601. (1) There is hereby established a program of group life
and health insurance for all permanent employees of this state who work
one-half or more of the regularly scheduled hours during each pay period,
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excluding employees of the University of Nebraska, the state colleges, and the
community colleges. such program shall be known as the Nebraska State
Insurance Program and shall replace any current program of such insurance in
effect in any agency and funded in whole or in part by state contributions.

(2) Temporary employees of the state who have a work assignment of
at least six months' duration and who work at least twenty hours per week may
purchage health insurance through the Nebraska State Insurance Program. The
d;_;g_gngll_pay the same progortxon of the insuranc premium for temporary
employees ag is established through the col;g;;; e bargaining process ! for
permanent employees. For purposes of this subsection, temporary emplovees
means individuals (a) employed in the Temporary Employee Pogl as described in
subdivision (6) of section 81-1307 and (b) hired directly by state » _agencies.
In pno event shall a temporary employee mean an individual hired thrgugh a
private employment aqency. The provisions of this subsection shall terminate
on July 1, 1999.

(3) For purposes of sections 84-1601 to 84-1615, health insurance
may be construed to include coverage for disability and dental health care
services.

434 (4) Any commissioned employee of the Nebraska State Patrol who
on or after July 17, 1986, has reached fifty-one years of age or becomes
medically disabled and who will not receive benefits from the federal social
gecurity program shall be afforded the opportunity to remain enrolled in the
state employees group health insurance program until age sixty-five.
Employees electing this option shall be responsible for the entire premium
cost, including the state's share, the employee's share, and an administrative
fee consistent with that allowed by federal guidelines for continuation of
health insurance.

Sec. B6. Section 84-1604, Reissue Revised Statutes of Nebraska, is
amended to read:

84-1604. The coverages provided for by sections 84-1601 to 84-1615
shall be afforded to each permanent state employee who works one-half or more
of the regularly scheduled hours during each pay period, commencing after
thirty days of such employment, and to each tempozary employee only as
described in subsection (2) of section 84-1601, commencing after thirty davs
of such employment. Empleyeeas Permanent and temporary emplovees who are
employed less than the regularly scheduled hours as defined for a permanent
emplovee shall be entitled to state contributions on a proportionately reduced
basis. The life and health insurance coverages provided by sections 84-1601
to 84-1615 ghall be totally independent of one another and the loss experience
and the rates for the two coverages shall be maintained separate and apart
from cone another.

Sec. 87. Sections 26 to 38, 43, 45, and 46 of this act become
operative on July 1, 1999. The other sections of this act become operative on
their effective date.

Sec. 88. If any section in this act or any part of any section is
declared invalid or unconstitutional, the declaration shall not affect the
validity or constitutionality of the remaining portions.

Sec. 89. Original sections 44-5401, 44-5402, 44-5409 to 44-5414,
84-1601, and B4-1604, Reissue Revised Statutes of Nebraska, and sections
44-6801, 44-6802, 44-6820, 44-6823, and 81-1307, Revised Statutes Supplement,
1997, are repealed.

Secl- 190 The following sections ares outright repealed: Sections
44-5403 to 44-5408 and 44-5415, Reissue Revised Statutes of Nebraska, and
sections 44-6803 to 44-6819, 44-6821, 44-6822, and 44-6824, Revised Statutes
Supplement, 1997.
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