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President’s Report

by Troy Becker

P Another legislative session is over and,
with the exception of a number of “medi-
cal” bills that may inadvertently impact the
dental industry, the issues were straightfor-
ward and murky at the same time.

For those of you who don't pay close
attention to the legislative process, it's
worth noting that there are at least two
events that pose real problems for those of
us throwing our “net” out to catch anything
meaningful: 1) the Governor's Budget; and
2) the 23rd hour of the legislative session.

The problem with the Governor's Bud-
get is that it is now being used to essen-
tially create new policy. For example, the
definition of enrollee for purposes of assess-
ment was changed to allow the
Department’s “"double-dipping” of HMOs
to continue. Of course, this issue may be
moot for dental plan staff models, as some
may chose to split off their Knox-Keene
license in light of the rescinding of the so-
called "two-office" rule.

The end of the legislative session be-
comes a problem because in the frenzy of

rewriting bills at the last minute, a number
of changes in language are often made,
with little review or policy hearing. Now,
despite the fact that we're all looking out
for dental, items can be slipped into bills
that CADP may otherwise not like to see.
This is often the case in legislation in-
tended to address medical issues but for-
got that all important mantra, “Dental is
Different.”

Last, and more important, these events
have in common the very lack of input
from any people who are really affected.
And so the only meaningful way to com-
bat these issues is to wait until they hap-
pen and try to readdress them in the ensu-
ing legislative session, which is like asking
a cat to become a dog.

In any case, the good news is that
CADP and our lobbyist successfully dealt
with many of the dental-specific legisla-
tive issues. The bad news is someone left
a cat at our door. Needless to say, CADP
is already working on our cat's barking
problem (or lack thereof).
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Leqislafive Reporf

by John F. Foran, Eq., Nossaman, Guthner, Hnox & Elliott, LLP

The 1999-2000 legislative session ended

sine die on August 31, 2000. The Governor
has now taken action on all measures which
were delivered to him during the final weeks
of the recently-concluded session. The Gov-
ernor had until midnight on September 30 to
sign or veto those bills. Final actions are noted
in ().
P Arbitration - As noted in our last report,
all of the bills which would have banned arbi-
tration clauses in HMO contracts failed pas-
sage in the Legislature. Asa defensive mecha-
nism against the passage of such bills, CADP
had supported an alternative bill, SB 1934
(Polanco). This bill would have provided that
where health care service plans include terms
requiring binding arbitration for a dispute
settlement, the plan would be prohibited from
imposing limits on the damages that may be
awarded in arbitration that differ from the
damages that could otherwise be awarded in
a similar suit decided by a court or jury.

The bill passed the Senate and was re-
ferred to the Assembly Judiciary Committee,
where it failed passage. The bill was opposed
by the Consumer Attorneys of California (trial
lawyers). The new chair of the Assembly Ju-
diciary Committee, Darrell Steinberg, as well
as a majority of committee members, are
closely aligned with that organization. The
new chair of the Senate Judiciary Committee
will be Senator Martha Escutia, who has a pro-
trial lawyer bias, as well.

The issue of banning arbitration clauses
will arise again in the next legislative session.
There will be little change in the make-up of
the Judiciary Committees and therefore, it is
likely the bills banning the arbitration clauses
will probably have success in the policy com-
mittees but may face stronger opposition in
the respective fiscal committees.

P Two-Office Rule - As previously re-
ported, AB 497 (Gallegos), repealing the 50
percent rule prohibiting a dentist from hav-
ing more than two offices, was signed by the
Governor on August 22 (Chapter 224). A
dentist maintaining more than one office must
assume legal responsibility and liability for the
dental services rendered in each office, ensure
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that each office is in compliance with super-
vision requirements, and post a sign in an area
visible to patients with the dentists name,
mailing address, telephone number, and den-
tal license number. The measure is effective
January 1, 2001.

P Collusion or Physician Antitrust Ex-
emption - Also as previously reported, SB
2007 (Speier)
physicians immunity from state antitrust laws,

, which would have granted
was gutted and language which provided
broad powers to the Director of the Depart-
ment of Managed Health Care to establish
and maintain a system of reviewing and act-
ing on provider complaints was amended into
the bill. SB 2007 passed the Senate Insur-
ance Committee but failed passage in the
Senate Appropriations Committee. CADP
continued its opposition to the measure.

P Health Care Service Discounts - Two
major bills during the session dealt with the
issue of health care service discounts. SB 173
(Alpert) authorized non-health-plan spon-
sored discount health programs. These pro-
grams would not be subject to the Knox-
Keene Act. CADP adopted an opposed po-
sition to SB 173.

SB 1181 (Polanco) authorized health care
service plans to offer health care discount pro-
grams subject to regulation by the Depart-
ment of Managed Health Care (DMHC).
CADP supported SB 1181.

Efforts to separate the two bills in the
various policy committee hearings were un-
successful and the bills moved through the
Legislature in tandem. Both bills passed the
Assembly Health and Judiciary Committees
and were assigned to the Assembly Appro-
priations Committee. The Assembly Appro-
priations Committee heard the bills and then
placed them both on the Suspense File.

The Governors office, through the De-
partment of Managed Health Care, proposed
several significant amendments which would
have placed onerous requirements upon the
participants of the discount programs. A last
minute flurry of emails and meetings occurred
between the stake holders, in which Mary
Antoine and Jackie Miller participated, in an

effort to draft amendments acceptable to the
interested parties. The efforts of compromise
in the final days of the session were unsuc-
cessful and both bills died on the Assembly
Appropriations Suspense File. In the final day
of the session, the Senate Judiciary Commit-
tee invoked a rule whereby both bills would
be required to be returned to that committee
if they, in fact, passed out of the Assembly
Appropriations Committee. Since the bills
did not pass out of the Assembly Judiciary
Committee, this referral did not occur. How-
ever, it succeeded in terminating efforts to put
together a combined piece of legislation in
the final hours of the session because there
would not have been time to hold a hearing
in the Senate Judiciary Committee.

The issue of regulation of discount pro-
grams is far from dead despite the defeat of
these two bills. We anticipate that the
DMHC may proceed with developing regu-
lations to govern the operation of such pro-
grams by licensed health plans. A coalition
of interested health plans met earlier to
strategize about the issues and to discuss pos-
sible options.

= Privacy - As | indicated in my last re-
port, the major controversial privacy bills re-
stricting Internet access to information on in-
dividuals failed passage. The one remaining
bill was SB 129 (Peace), which was the sub-
ject of numerous Conference Committee
hearings. In early discussions, the Confer-
ence Committee members seriously consid-
ered creating a new privacy tort which might
have created problems for dental plans. In
the final hearings, it was agreed that the Con-
ference Report simply create an office of pri-
vacy protection within the Department of
Consumer Affairs, to protect the privacy of
individuals' personal information by identi-
fying consumer problems and facilitating de-
velopment of fair information practices. The
bill is specifically directed to restrict abuse of
privacy by state and local agencies. Com-
mencing in January 2003, the Director of the
Department of Consumer Affairs is to make
areport to the Legislature on the issue of pri-

vacy.
Y continued on next page



In the final analysis, SB 129 is not a con-
troversial piece of legislation. In fact, the
business community withdrew their opposi-
tion to the Conference Report before it went
to the Floor of the Senate and Assembly. The
Conference Report was adopted by both
houses of the Legislature and sent to the Gov-
ernor. (Update - signed; Chapter 984)

The issue of privacy, particularly on the
Internet, will certainly be reintroduced in the
next session of the Legislature. With many
new members next session, it will be difficult
to determine the outcome of such proposals.

I Second Opinions - SB 292 (Figueroa)
of the 1999 session was a concern to CADP
until it was determined that the policies of
the plans were basically in conformity with
the proposed provisions of the bill. CADP
became neutral on the matter as it then pro-
ceeded through the legislative process. Al-
though the bill was placed on the Inactive
File in the final day of the legislative session
and therefore did not pass, its provisions were
included in AB 2903 (Assembly Health Com-
mittee), the omnibus clean-up bill which was
signed by the Governor (Chapter 857).

P Full Service Versus Specialized Service
- Asindicated in the last report, AB 607 (Scott)
of the 1998 session provided for standardized
health benefit information to health plan
members in an easy to understand “matrix”
format. Assembly Member Scott indicated
that it was not his intention that the "matrix”
be designed to apply to specialized health
plans, such as dental or vision plans. Conse-
quently, [ conferred with Assembly Member
Scott’s office in an attempt to have him add a
provision in pending legislation indicating his
intent. However, due to staff changes, the
process had to begin again with individuals
who were unfamiliar with the issue. Once
again efforts were made to have Assembly
Member Scott place the correction of his
1998 law in another bill, specifically, AB 1455
of which he was the author.

He ultimately decided it would not be
wise to place this amendment in AB 1455
because that bill became extremely contro-
versial. In the final analysis, compromise
amendments were made to AB 1455 and the
bill, in fact, passed both houses and proceeded
to the Governor's desk. In the meantime, it
was too late to obtain the amendments we
sought in AB 1455.

We then made an effort to amend the

so-called "omnibus” bill to include the provi-
sions of Assembly Member Scott's intent.
Unfortunately, the Chair of the Assembly
Health Committee, the author of AB 2903,
declined to have this matter added without
appropriate hearings.

[t is now incumbent upon CADP to pur-
sue this issue early in the next legislative ses-
sion and adopt corrective language. Assem-
bly Member Scott has been virtually elected
to the Senate and efforts will continue to pur-
sue his original intent of the 1998 session.

P Social Security Identification - SB 1767
(Bowen) would have prohibited health care
service plans from utilizing plan members’
Social Security number as an identification
for services provided. The bill went through
several permutations and finally was less oner-
ous to CADP. Nevertheless, the bill failed
passage in the Assembly Banking and Finance
Committee.

P Selected Bills - Of the selected bills re-
ferred to in previous legislative updates, only
the following passed the Legislature and were
sent to the Governor for signature or veto:

AB 1735 (Thomson) requires school dis-
tricts to provide parents with information on

the Healthy Families program. (Update - ve-
toed)

AB 1974 (Migden) requires employers
to notify the Employment Development De-
partment regarding the Healthy Families pro-
gram. (Update - vetoed)

AB 2547 (Hertzberg) authorizes the
Department of Health Services to publicize
specific information on licensing and certifi-
cation on the Internet. (Update - signed;
Chapter 842)

SB 1471 (Schiff) provides that no lien
for recovery of money paid to an enrollee for
medical services under a health care service
plan may exceed the amount paid pursuant
to the contract to the treating medical pro-
vider. (Update - signed; Chapter 848)

SB 1746 (Figueroa) requires a notice to
provide instructions to health plan enrollees
to choose a new "gate keeper” and permits an
enrollee to self-refer under specified condi-
tions. (Update - signed; Chapter 849)

SB 1780 (Chesbro) establishes a Medi-
care Payment Area Commission which would
be required to develop recommendations on
Medicare payment areas. (Update - vetoed)

SB 1903 (Speier) establishes provisions

prohibiting sharing, selling, or using medical
information for purposes other than provision
of health care services applicable to corpora-
tions and their subsidiaries and affiliates. Re-
quires a valid authorization for the release of
medical information to a person or entity not
otherwise authorized to obtain such informa-
tion. (Update - signed; Chapter 1066)

SB 2136 (Dunn) establishes a Quality
Advisory Group in the Department of Man-
aged Health Care to assist in providing a uni-
form quality audit process for the health de-
livery system of each health care plan. (Up-
date - signed; Chapter 856)

- 2001-2002 Legislative Session - The

Legislature concluded its deliberations on or
about midnight, August 31, 2000. It will re-
convene for the 2001-2002 session on De-
cember 4, 2000. At this time, bills will be
introduced and then held for the thirty-day
waiting period and presumably heard in the
early months of January. While the rules pro-
vide for such a happening, it rarely occurs in
that form. Usually, most bills are introduced
or submitted during the last week before the
deadline for Legislative Counsel and then in-
troduced in the last week before the deadline
for introduction.

We will monitor bills as they are intro-
duced and advise you of those that have par-
ticular significance to CADP.

CAOP Wepsire
Up and Running

CADP's website is now up and running -
www.caldentalplans.org. It has various links,
including About CADP, Dental is Different,
Current Events, Publications, Membership,
Member Access, and Resources and Links.
Please take the time to browse through the
site, as it contains much useful information.
The website was partially underwritten by a
grant from dentalxchange.com, which is also
hosting the site. CADP appreciates their sup-
port of this undertaking.

Ll CAOP



P CADP’s Lee Harris Honored by
NADP — CADP Board Member Lee Har-
ris, DDS, of PacifiCare Dental, was honored
recently at NADP's Annual Conference, held
in Las Vegas, Nevada. Dr. Harris, who also
sits on NADP's Board, was a recipient of the
Star award for his member outreach efforts
on behalf of the national organization. The
Star award is presented to individuals who
have made a contribution to a specific
project or endeavor. Congratulations, Lee!

P Trial Lawyers Losing Clout in Sacra-
mento? — A recent Wall Street Journal article
indicates that the trial lawyers are losing their
clout in Sacramento. The October 4 article
by staff reporter Mitchel Benson notes that
trial lawyers are “suddenly doing something
they've never done before: losing with regu-
larity. Over the past year, the trial lawyers
and their political arm, Consumer Attorneys
of California, have suffered an unprec-
edented run of defeats. Whether the issue
has been to boost medical malpractice
awards, eliminate binding arbitration clauses,
allow for the filing of 'bad faith’ lawsuits, or
loosen constraints on what's admissible as
evidence in court, the trial lawyers have been
stopped cold at the ballot box, the Legisla-
ture and in the governor's office.”

The article further reports that only two
of the nine bills sponsored by Consumer At-
torneys of California were signed into law,
and those two were passed in 1999.

The organization employs three full-
time lobbyists and also retains a contract
firm, and spent nearly $1.2 million on lob-
byingin 1999, the tenth largest expenditure
of any interest group.

P Appointments, Advisory Committee
on Managed Health Care — Senate Presi-
dent Pro Tempore John Burton (D-San Fran-
cisco) has made his appointments to the
Advisory Committee on Managed Health
Care. They are Paul Kumar, political direc-
tor for SEIU (service employees union); Tho-
mas Porter, state director for AARP; and Steve
Thompson, vice president for government
relations, California Medical Association. As-
sembly Speaker Robert Hertzberg (D-Van
Nuys) has three appointments, as well.
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In the News

P Proposed Regulations re Independent

Medical Review and Grievance Procedures
— The Department of Managed Health
Care has released, for discussion purposes
only, the proposed text of regulations for
independent medical review and grievance
procedures. They are available on the
Department’s web site, www.dmhc.ca.gov.
The comment period ended October 10,
2000.

P PBGH Report Cards Positive for Cali-

fornia HMOs — Two report cards recently
released by the Pacific Business Group on
Health (PBGH) found that two out of three
California HMO enrollees were satisfied
with the overall state of their health care.
The first report card, which evaluated ten
HMOs, relied on surveys from 4,700 mem-
bers in 16 health plans. According to the
survey results, United HealthCare received
the highest approval rating while Cigna
HealthCare had the lowest rating. A simi-
lar report card rated medical groups, with
Brown and Toland and Palo Alto Medical

Foundation receiving the highest ratings.

P Court Says Texas Board Cannot Dis-

cipline Medical Director for Coverage
Decision — A federal judge in Dallas, Texas,
has ruled that the Texas State Board of Medi-
cal Examiners' attempt to discipline a health
plan’'s medical director for a coverage deci-
sion was preempted by the Employee Re-
tirement Income Security Act, or ERISA (see
United HealthCare Insurance Co. v. Levy). In her
14-page decision, US District Judge Barbara
M.G. Lynn wrote, “This Court certainly rec-
ognizes and understands the important role
the State plays in regulating the health care
industry, which historically has been, and
remains, a matter of local concern. . . How-
ever, such regulation and local concern does
not extend to the regulation of pure cover-
age determinations of the type which oc-
curred here.”

P Nation's First Oral Health Report

Card Not Good for US — In the nation's
first Oral Health Report Card, released on
October 10 by Oral Health America, the
US earned a “lackluster” C-minus grade.
California's rankings in nine categories are:

C- (Prevention), F (Fluoridation), D (State
Oral Health Program), D (Sealants), C
(Visit to Dentist - Adults), B (Visit to
Dentist - Older Persons), B (Use of
SmokelessTobacco), C- (Access to Care),
and C (Prevalence of Dentists). North Da-
kota scored highest overall, with a “B-mi-
nus.” Several other states, including Hawaii,
[llinois, Indiana, lowa, New Mexico, New
York and North Carolina, earned high marks
in various categories.

As a whole, the US earned its lowest
ranking in the Access to Care category, with
about 108 million Americans, including 85
percent of the elderly, lacking dental insur-
ance. The report also pointed to several
other areas where the nations needs to im-
prove, including:

e Reducing the incidence of oral can-
cer - according to the study, one
American dies every hour from oral
cancer

® Reducing tooth decay - by the age
of 45, more than 99 percent of Ameri-
can have experienced tooth decay

¢ Decreasing the prevalence of cavities
in children - tooth decay is the single
most common chronic childhood
disease, five times more common
than asthma

The report was funded by the W.K.
Kellogg Foundation.

= HHS Issues Final Rule Adopting Stan-

dards for Electronic Transactions Under
HIPAA — The Department of Health and
Human Services (HHS) has released its fi-
nal rule adopting standards for eight elec-
tronic health care transactions and code sets
used in those transactions. The standards
are intended to improve the Medicare and
Medicaid programs and other federal and
private health programs by simplifying the
administration of the system and enabling
efficient electronic transmission of certain
health information. The final rule, which
was published in the August 17 Federal Reg-
ister, becomes effective October 16. For the
final rule, link to:

http://www.access.gpo.gov/su_docs/fedreg/
a000817c.html



CADP/OMHC
Meefing Productive

The meeting between CADP and the De-
partment of Managed Health Care, which
took place in late August to discuss issues re-

garding plan filings relative to implementing
1999 legislation, was both well attended and
productive. Nearly 20 dental plans were rep-
resented, as well as a scattering of other spe-
cialized plans. Joy Higa, Assistant Director,
Plan and Provider Relations, and Brian Bartow,
Chief, Licensing Division, led the meeting.
In addition, there were many other DMHC
staff present, including plan counsel and ana-
lysts.

At the outset, Mr. Bartow indicated that
the Department did not desire adversarial re-
lationships, that Department officials were
available to meet with plans, and that in-per-
son meetings were encouraged. He also indi-
cated that plans contact him with questions
and concerns, at bbartow@dmbhc.ca.gov, not-
ing that other Department staff would be
readily available via e-mail, as well.

He also noted that a new amendment
process was in place, the information for which
is on the Department's website,
www.dmhc.ca.gov, and that its intent is to
streamline the process. He also indicated that
the Department would respond to plans within
30 days; thus, there was no "deemed approved”’
process. He also recommended that plans
have a pre-filing conference for major policy
or other issues prior to filing an amendment,
again encouraging in-person meetings.

He then answered specific questions re-
garding legislation which were raised both
prior to the meeting and during the meeting
itself.

At that time, he also announced that the
new due date for plan responses would be ex-
tended by thirty (30) days from the date of
the meeting and that plans which had not yet
received their letters would have thirty (30)
days from the date of their letter from the De-
partment to respond.

The meeting was positive, with those at-

tending reporting that it was informative and
worthwhile.

INTEGRATED LEGAL
SERVICES FOR THE
HEALTH CARE INDUSTRY

Knox-Keene Health Care Service Plans
Mergers & Acquisitions
Public & Private Securities
Licensing, Regulatory & Administrative Law

Dental IPAs & Medical Groups

Tax Analysis & Planning
Commercial & Civil Litigation
Strategic Planning & Counseling

MILLER & HOLGUIN

Attorneys At Law
Los Angeles, California
(310) 556-1990

For more information, please contact:
Dale S. Miller, Esq., Henry A. Holguin, Esq.
or Michael A. Dowell, Esq.

Jors and Dashes

by D.£. FitzGerald, 00S, Chair, Quality Assurance Committee

[ was able to attend the annual conference of the National Association of Dental Plans
on your behalf this month. The Las Vegas event was well attended and provided interesting
insights of the national commonality of many issues that interest us here in California. Focus
seems to have shifted from the Dental Plan Accreditation System to the very real problems of
consumer legislative restrictions and provider availability.

We at CADP have been effectively addressing our legislative issues since the organization's
inception. The issue of increasing the pool of available dentists presents some interesting
opportunities. NADP is exploring presentation to Illinois dental students on how to increase
efficiency. In California we already have access to some schools and could easily present a
unified plan to dental school deans that would have interest and potential mutual value. We
will be discussing this and other possibilities at the November Dental Directors' meeting.

We will also be addressing lessons learned from the recent wave of medical surveys by
the Department of Managed Health Care. Those of you on schedule for a survey will find
many time- and dollar-saving tips from the experience of your fellow directors.

Finally, we will try to get our shared site-audit program back on track.

[f you have not made it a regular habit to visit the CADP website
(www.caldentalplans.org), please do so before our next meeting. Many opportunities exist
for mutual value and we want to begin to make the site as effective as you want it to be. With
our organization and current technology it is easy to see why the CADP Dental Directors'

Quality Assurance Committee has value well beyond the “sum of its parts.”



Welcome

Dentalxchange.com is

Guestbook

Resources

Finally, an online resource that makes the
Calendar

connection to dental practices easier.
Dentalxchange.com offers dentists
real-time, interactive tools for eligibility,

encounter submissions, continuing

working with the nation's

leading dental plans.

Is your plan one of them?

education, e-commerce, dentist directory
and much more. Visit our Web site at
www.dentalxchange.com or call

(800) 624-2904 (x117), to speak with a

dentalxchange.com representative.
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January 30-31, 2001
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Troy Becker
President
R. Dennis Spain, DDS
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PacificUnion Dental

Lee J. Harris, DDS
Secretary-Treasurer
PacifiCare Dental

Reza Abbaszadeh, DDS
Access Dental Plan

Candee Bolyog
Managed Dental Care of
California/The Guardian

R. Steven Bull, DDS
Delta Dental Plan of California

D .E. FitzGerald, DDS

(Dental Director representative)
WellPoint Dental Services

Len Matuszak
United Concordia Dental Plan of CA
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STRADLING, YOCCA, CARLSON & RAUTH
Attorneys at Law
* Corporate/Securities
e Litigation
* Labor/Employment Law
e Health Care

Questions about our firm may be addyessed to
Robert J. Kane (Labor) at (949) 725-4127
Michael Zablocki (Managed Care) at (949) 725-4146

660 Newport Center Drive, Suite 1600
Newport Beach, CA 92660
(949) 725-4000




MEMBER SURVEY
Annual Conference Program

CADP is in the planning stages for its 12th Annual Conference, which takes place May 16-19, 2001, in San Diego. While the
Board of Directors has determined that the general conference theme will be focused on the new consumerism and consumers'
increasing influence on health benefits, we'd like your input, as well. Please give some thought to what you'd like to hear during
conference sessions, and then take a moment to complete and return this survey.

What are you looking for in program content>

What specific topics would you like to see presented>

Do you bave suggestions for specific speakers?

If you bave speaker suggestions, how can he/she/they be contacted>

Have previous Annual Conferences met your needs>  [1Yes [JNo

If yes, how? If no, what was lacking?

Are you satisfied with the social events which take place -
i.e., networking reception (Weds.), welcome reception (Thurs.), fun night (Fri.), and their fit within the meeting> [ 1Yes [JNo

COMMENTS:

Name

Company
(optional)

Please FAX your completed survey to CADP's administrative office; (916) 441-6484. Thank you!
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Serving the dental industry
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DENTAL SUPPLY

« Complete line of dental products and * Office design

equipment * Friendly staff
* Full line of teeth * Repair service
* Expert sales team * Orders filled same day
» Customized financing programs * Efficient distribution system

* Excellent service * Complete parts inventory

* Competitive pricing
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JB Dental Supply Company
17000 Kingsview Avenue

Carson, CA 90746
1-800-333-7141
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One Capitol Mall
Suite 320

Sacramento, CA
95814-3228




