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HIPAA PRrivacy REGULATIONS

Aspart of our continued efforts
to keep readers up-to-date on the
most recent HIPAA devel opments,
thefollowingisasummary of the
recently enacted Privacy
Regulations

Employer hedth planswith
annual receiptsof lessthan $5
millionmust havebeenin
compliancewith HIPAA privacy
rulesasof April 14, 2004.
Employer hedth planswith $5
million or moreinannual receipts
wererequired to bein compliance
asof April 14, 2003. HIPAA
privacy regulationsimposeuseand
disclosureruleson* covered
entities, businessassociatesand
plan sponsors.” Employersare
considered the plan sponsor of
group hedth plansincluding
medical, denta, vision, Section 125/
flexible spending accountsand many
employeeassistanceprograms. In
the case of Section 125 plans, the
employer isconsidered the plan
sponsor and the covered entity.

TheHIPAA privacy regulations
cregte protectiverightsfor
individua swith respect totheir
hedlth information. Plan sponsors,
busi ness associatesand covered
entitiesmust follow thesenew
adminigtrative procedures.

Compliancefor most employers
conggtsof thefollowing actions: (1)
appointing aprivacy officer and
contact person, (2) amending plan
documents (in most cases, carrier
amended plan documentsreflect
required privacy provisonsprior to
the April 14, 2003 deadlinefor
largegroup plans), (3) developing
privacy policiesand procedures, (4)
preparing and distributing the notice
of privacy practicestodll
employees, regardless of
participationwithinthehedth plan.

Some hedlth plansmay be
exempt fromthe covered entity
rulesunder HIPAA. For example,
somesdlf-funded hedlth planswith
fewer than 50 participantswhich are
administered solely by theemployer
arenot covered entitiesand thusdo

not haveto comply withthisportion
of theHIPAA privacy rules.

A sdlf-administered or third-party
administered (TPA) hedlthflexible
spending account program or
medica reimbursement arrangement
doesnot fal withinthisexcluson
evenif theemployer’sother group
health plansdo meet theexclusion.
Anemployer should adopt the
HIPAA privacy regulationswithin
their normal courseof business
practicesasit relatesto the hedlth
plans, aswell asinteractionwithits
employees.

A broker or TPA isconsidered a
businessassociate under the privacy
regulationsand may perform
HIPAA complianceservices
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Medicare Update

Prescription Drug Plan

Under the Medicare
prescription drug law signed by
President Bush on December 8,
2003, prescription drug
benefits will be available to
individuals covered by
Medicare in 2006. Members
will pay a premium of
approximately $35 a month for
the new coverage. A basic
outline of the plan is as follows:
* $250 deductible
 After the deductible is

satisfied Medicare will then

pay 75% of prescription
costs between $250 and
$2,250

 Drug costs between $2,250
and $3,600 will be the
responsibility of the member

» After $3,600, Medicare will
cover 95% of prescription
drug costs

Medicare will offer
assistance to low-income
individuals. Any participant with
an income below a certain level

(income limits to be set in
2005) will not be required to
pay the premiums or deductible
for prescriptions. Qualifying
individualswill only pay asmall
co-payment for each
prescription.

Premera to Exit the Medicare
Part A Market

Premera Blue Cross has
decided to exit the Medicare
Part A market effective
September 30, 2004.

Premera has served as a
Medicare Part A fisca
intermediary for Washington
and Alaska since 1966,
providing claims processing and
other related services for
Medicare's Part A. Premera will
work with the Centers for
Medicare & Medicaid Services
(CMYS) and the Blue Cross Blue
Shield Association (BCBSA) to
ensure a smooth transition to
another Medicare Part A fiscal
intermediary.

HIPAA Privacy Regulations
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through aBusinessAssociate
Agreement. However, thereremains
alegd obligationfor “theplan”
(owned by the plan sponsor/
employer) to comply withHIPAA,
and any penaltiesimposed for a
failureto comply will beimposed on
the plan and not the broker or TPA.
Notethat group health plansare
covered by theHIPAA privacy

regulationswhether they useand
discloseinformationeectronically or
inany other form.

For any questionsconcerningthe
HIPAA Privacy Regulations, please
contact Kibble& Prentice sHIPAA
Compliance Technician, Michelle
Hokama, at 206-676-7438 or by
email a michellehok@kpcom.com.

Contact the Kibble &
Prentice Employee
Benefits Tech Team

Would you like to obtain
future copies of this
newsletter by e-mail? If so,
send us your name, phone
number and e-mail address and
we will add you to our e-mail
list in time for the next
mailing!

The K&P Benefits Insider
editors and writers are Patrick
Rosenberry and Nikolai
Brown.

They can be reached at 206-
441-6300 or 800-767-0650.
You may also contact them via
e-mail at
techteam@kpcom.com.

Kibble @rentioe

601 Union Street, Suite 1000
Seattle, WA 98101-4064
www.kpcom.com

K&P Benefits Insider
isapublication of
Kibble& Prentice.
Thearticlespresented herein
arefor information purposes
and should not be construed
aslegd opinions.
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Washington State Passes Small Group Health

Insurance Legislation

Governor Gary Locke has signed the long-
debated small group health reform bill into law.
House Bill 2460 was passed on March 11 just
prior to end of the State Legislature’s 2004
session. Governor Locke signed the bill on
March 31, with the effective date of the bill
expected to be June 10, 2004.

The key features of the legislation include:

» The definition of “small employer” will change
from 1-50 to 2-50 employees.

» Carriers will now be alowed to cancel
products if appropriate notice is provided to
policyholders. The carrier must offer a
transfer to any other products they currently
sell in the applicable market.

« Eliminates the requirement to offer a small
group product with the same benefits as the
state's Basic Health Plan.

» Allows carriers to offer small employers plans
featuring “a limited schedule of covered health
care services’ that is exempt from specified
coverage mandates.

» Allows carriers more flexibility in adjusting
community rates based on deductible leverage,
benefit design, or provider network
characteristics.

* Déeletes the current 20% limitation on rate
discounts for wellness activities.

 Allows portability to the individual market
without requiring the health screening for
people coming from groups of fewer than 20
employees with 24 months of uninterrupted
group coverage.

The Governor vetoed the portion of the
legidation that would eliminate the requirement
of insurance carriers to offer conversion plans.
With HIPAA requiring the issuing of conversion
health plans, there were concerns over the state's
ability to certify that it has a functioning
alternative that would comply with HIPPA.

The state’s insurance carriers are evaluating the
various components of the legidation. We
anticipate additional information from the
carriers regarding the impact to their product
offerings in the near future.

California Domestic Partner Rights and

Responsibilities Act

The State of California recently passed
legidlation addressing domestic partners. Under
the prior law, benefits paid by an employer-
sponsored health or accident plan were not
subject to California income tax for employees
and their dependents. Domestic partners were
excluded from this exemption. Under the new
law, benefits received by domestic partners are
not subject to California income tax. These

benefits will continue to be subject to federal
income tax.

The same law extended the right of
continuation of benefits in the event of the
employee's death to domestic partners and their
children. Insurance carriers may require a copy
of avalid Declaration of Domestic Partnership
and Notification of Termination of Domestic
Partnership.

\deas?”

If you have questions or ideas for
future issues of the
K&P Benefits Insider
we would like to hear from you! Please
e-mail us at techteam@kpcom.com.
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CARRIER UPDATES

Aetna

Our Lady of Lourdes—PGA, aphysician group
affiliated with Our Lady of LourdesHospita at
Pasco, hasjoined the AetnaEastern Washington
network.

Valley Internd Medicine sphys ciansand outpatient
surgery centers, located in Renton, Kent and
Covington, WA haveterminated fromthe Aetna
network.

AetnaDentd plansnolonger require periodontic
surgery inorder to cover periodontic cleaningsfor
PPO or Participating Denta plans. Thereisno
changeto how periodontic servicesare covered
under DM O plans, which still require periodontic
surgery inorder to cover periodontic cleanings.
AetnaGloba Benefits(AGB) announced therol lout
of anew webinar program (combination
teleconference and web-based presentation)
designed to help both employersand their
employees|earn more about the onlineresources
availableonthe AGB Member Website.

CIGNA

CIGNA Hedthy Rewardsmade additionsto thelist
of offerings. Weight Watchers Online, Weight
Watchers At Home; QuitNet and Tobacco
Solutions (two online smoking cessation services);
subscriptionratesfor popular health and wellness
magazines, additiona vison discounts.

Group Health

Group Hedlthisnow offering The WelcomePlan
rider tolargegroupsof 51 or moreeligible
employeeson deductible plans. Under thisrider, the
firstfour officevidtsarecovered withjusta
copayment; deductiblesand coinsuranceare not
applicableuntil thefifthvigt. Preventivecareand
prescription drug coverage are not subject to
deductibles.

Group Health beganissuing new look 1D cards
effective December 1, 2003. Old cardswill be
replaced asgroupsrenew.

Jefferson Pilot

Jefferson Pilot Corporationisinthe process of
acquiringtheU.Sgroup life, disability and denta
businessof The Canadal ife Assurance Company.
Thereinsurancetransaction closed during thefirst
quarter of 2004.

KPS

KPS hasdliminated the preauthorization process
currently required of dl membersthat havea
maximum number of menta hedth outpatient visits.
A new Vision Rider hasbeenintroduced by KPS,
which offersmembersamoreflexiblebenefit design
for reimbursement of vision hardware.

Premera

Fourth Corner Neurosurgical Associatesof
Bdlingham terminated al PremeraBlue Cross
networksMarch 18, 2004. Providersinthisgroup
areDavid E. Baker, MD, Barry J. Landau, MD,
David L. Goldman, MD and Michadl S. Lawrence,
MD.

Balard Emergency Physiciansarenolonger
contracted with any of the PremeraBlue Cross
networks. These physiciansprovide emergency
room servicesfor Swedish Medical Centerin
Balard.

Eastsde Gastroenterol ogy, Sesttle
Gastroenterology A ssociatesand Northwest
Gastroenterology Associateswill nolonger be
under contract with the PremeraBlue Cross
Foundation network asof April 30, 2004.
Providence Health Care (PHC) announced that itis
re-opening contract negoti ations between Premera
Blue Crossand four of PHC's Spokane-area
hospitals: Sacred Heart Medical Center, Deer Park
Hospital, St. Joseph’sHospital in Chewelah and
Mount Carmel Hospitd in Colville. All of these
facilitiesare under separate contractswith Premera
Blue Cross. PHC re-opened negotiationsfor the
four other hospitalsby issuing ano-cause, Six-
month termination noti ce effective September 30,
2004. Thetermination clauseisaformal meansof
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re-opening negotiationson existing contracts. It
included terms PHC wishesto negotiate at contract
renewd.

*  Premerawill makeavailable 19 new small group
(50 or lessempl oyees) Dimensionsplansfor
effectivedatesbeginning July 1, 2004. Thenew
product portfolio offersavariety of new medica
and pharmacy options, including threenew plan
designsqualified towork in conjunction with tax-
deductible Hedlth Savings Accounts.

*  Premeraadded anintervention component totheir
End Stage Renal Disease (ESRD) Management
Program. Through thisunique program, Premera
contactsmemberswith an elevated risk of kidney
failureand encouragesthemto ask their doctor

how to prevent the condition, delay it or prepare
forlifeondiayss.

Regence

* RegenceBlueShield hasaHealth Rembursement
Arrangement (HRA) product availablefor groups
with 51 or moreemployees.

* RegenceBlueShiddisoffering diabetic members
freenutritional education and afreeblood glucose
meter. Regenceisa so providing drug discount
couponsfor severa over-the-counter medications
not covered under the Regence prescription drug
formulary, such asPrilosec and antihistamines,
effectivedternativesto more costly prescription
medications.

Patient Bill of Rights Update

Legidlation for a federal patient bill of rights
continues to stall in Congress. Consensus is that
legislation to address denials of doctor-
recommended treatments by health insurance
companies has become less important to the
public in the last few years. The public has
shifted focus to prescription drugs.

Currently, the only course of action for
patients with a complaint against an HMO isto
seek restitution through the state courts. In 2000,
the Supreme Court ruled that federal employee
benefit law prevents patients from suing HMO
doctors in federal court in cases in which the
doctor decided both whether or not a particular
treatment was needed and whether or not it
should be covered. The Supreme Court’s ruling
left open the possibility that such “mixed”

decisions can still be chalenged under state
mal practice law.

There have been afew cases brought against
HMOs on the state level in the past few years, but
none have swayed the opinion of the Supreme
Court. Two cases (Aetna Health v. Davila, and
Cigna Healthcare of Texas v. Calad) were
recently presented before the Supreme Court in
which both plaintiffs said they suffered physical
harm when managed care firms denied coverage
for treatments their physicians had
recommended. A decision from the Supreme
Court is expected by July 2004. Advocates for
patients rights hope the Supreme Court will rule
against the HMOs and open the door for relief on
afedera level.

Spam Alert!

With the increased activity of viruses
and spam, we have all been forced to
install firewalls and virus software to

protect the integrity of our internal
computer systems. Consequently, recent
e-mail messages sent from Kibble &
Prentice may have been quarantined.

To ensure future receipt of important
messages, technical bulletins or
legislative updates, please consult with
your internal Information Technology
(IT) department to allow or release e-
mail from Kibble & Prentice.
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