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Utilization review promises to help control 
health care costs. The medical establishment 
is fighting back.

T h e  d o c t o r s ’  n e w  a l l i e s

B y  J a n e t  N o v a c k

T h e  m e d ic a l  e s t a b l is h m e n t  is u n ­
happy. W i t h  the spread o f  m a n a g e d  

health care programs (see preceding 
story) and other efforts to control spi- 
raling health costs, physicians’ free­

d o m  to prescribe whatever treatment 

they d e e m  fit— and to be paid for it—  

is being constrained.

T h e  medical business isn’t taking 

the challenge lying d o w n .  Doctors, 

hospitals and other health care pro­

viders are lobbying the states to regu­

late the people hired b y  employers 

an d insurers to screen for unnecessary 

care. “W e  expect u p  to 2 6  states to 

take u p  the issue, and  u p  to 15 o f  these

to pass a law this year,” worries M a r ­

guerite Snvder, g o v e r n m e n t  affairs 

director o t the Ame ri ca n M a n a g e d  

Care &  R eview Association.

A t  issue is the so-called utilization 

review process. U n d e r  ic, a review 

nurse looks over the course o f  treat­

m e n t  a doctor wants to prescribe for a 

patient. If it doesn’t fit set standards 

for appropriate care, the nurse passes 

the case on  to a doctor w h o  m a y  try to 

whittle d o w n  the physician’s propos­

al. D o c s  the patient really n eed to g o  

into the hospital at S 7 7 5  a day? C a n ’t 

this procedure be d o n e  o n  an outpa­

tient basis? A b o u t  four out o f  five

c om panies n o w  require workers to 

get prior approval for a noncmcrgen- 

cy hospital stay, u p  from about 5 %  in 

1984, according to a survey by c o n ­

sultant A. Foster Higgins Sc Co.
W h a t ’s w r o n g  with s o m e  intelli­

gent question-asking? T h e  doctors 

claim that too m u c h  o f  the time the 

questions arc unintelligent and time- 

wasting a n d  that cost-conscious re­

viewers can be a hazard to patients’ 

health. Un said is that they also threat­

en doctors’ wealth.

Dr. J o h n  Kelly, director o f  quality 

assurance for the Am er i ca n Medical 

Association, claims that the m ain rea­

son there has not been “wholesale 

£  abuse o f  patients” by  the review pro- 

j? ccss is that doctors have fought long 

a n d  hard with the reviewers to have 

care approved. Dr. Ro bert Becker, 

founder o f  D o w n e r s  Grove, 111.- 

based HcalthCarc C o m p a r e  Corp., a 

successful, publicly o w n e d  utilization 

review c o m p a n y  (Forbes, Alar. 21, 
1988), acknowledges that there have 
been problems with s o m e  o f  the h u n ­

dreds o f  review companies. Says 

Becker: “Doctors have had to wait too 

long o n  the p h o n e  to talk to poorly 

trained people.”

Overall, nowcver, there is n o  evi­

dence that utilization review reduces 

the quality o f  care. A 1 9 8 9  Institute o f  

Medicine study fou nd  n o  “d o c u m e n t ­

ed anecdotes or other information to 

suggest that prior review programs 

arc jeopardizing patient safety"; the 

study concluded that "premature or 

misguided regulation could stifle 

worthwhile innovations" in utiliza­

tion review. In any case, with regula­

tion looming, the review industry is 

developing its o w n  voluntary accredi­

tation standards, w h i c h  should help 

w e e d  our p o o r  performers.

Nonetheless, politicians in a score 

ofstates, pressed by the medical estab-
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Poor doctors

lishmcnt. have passed laws that heavi­

ly regulate the reviewers. These 

laws— half o f  t h e m  not vcr imple­

me nt ed— will increase reviewers’ 

costs and in s o m e  eases interfere with 

review. S o m e  examples:

• A  n e w  Georgia law requires that 

reviewers base s o m e  decisions o n  lo­

cal medical practices. T h a t  negates a 

key principle o f  review, which is to 

look extra nard at local pockets where, 

say, patients arc kept in the hospital 

longer chan average.

• Virginia has drafted regulations 

stating that only a board-certified spe­

cialist can de n y  coverage for a proce­

dure performed by  another specialist. 

Thus, for example, a cardiologist 

could not review a surgeon’s decision 

to d o  a coronary bypass.

• M a i n e’s rules state that an insurer 

can’c reduce p a y m e n t  for any stare- 

m a n d a t e d  mental health benefit even 

if a paricnr refuses to g o  through the 

review process. B u t  the threat o f  re­

duced insurance coverage is key to 

getting an em pl oy ee’s cooperation.

Mental health is, in fact, o n e  o f  the 

trickiest areas. Costs here arc growing 

so fast that m a n y  companies n o w  

monitor mental health care m o r e  in­

tensively than other care, requiring, 

for example, prior review of  outpa­

tient mental health services but nor 

other outpatient care. That’s bad 

n e w s  for the earning p o w e r  o f  psychi­

atrists. Bu t the Amer ic a n Psychiatric 

Association is defending its members. 

It is circulating to its stare affiliates a 

draft state law that w o u l d  m a k e  it 

illegal to apply different review proce­

dures to mental health care.

W h e r e  arc the lawyers in all this? 

Licking their chops. A  recent Califor­

nia court decision implies thar the 

utilization review firm m a y  be held 

liable if, for example, a patient is 

released f rom the hospital early be­

cause of pressure f r o m  reviewers and 

s o m e  h a r m  results. In fact, warns 

Richard Hindcn, a health care lawyer 

at Chicago’s AJthcimcr &  Grav, an 

employer m ig h t  also be held liable if it 

is negligent in picking its utilization 

review firm.

Perhaps the fear o f  litigation, d e ­

spite the rapid g r o w t h  of utilization 

review, explains at Icasr partly w h y  

health care costs arc continuing rorisc 

m u c h  faster than the general rare o f  

inflation. ■■
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How perseverance earned PepsiCo the enviable position 
of Mexico’s largest consumer products company.

P e p s i ’ s  n e w e s t  

g e n e r a t i o n

B y  Claire P o o l e

So m e t im e s  it  ju st  tays ro h a n g  in 
there. W h e n  price controls an d peso 

devaluations persuaded multination­

als like Nabisco and .Anderson Clay­

ton to cut back their Mexican opera­

tions sharply in the w a k e  of M e x i c o’s 

1 9 8 2  economic collapse, PepsiCo 

elected to build. It is n o w  cashing in 

o n  o ne  of the world’s m o s t  promising 

economies.

T o  counteract the peso devalua­

tions, it started exporting wheat, later 

expanding to taco shells, frozen juices 

an d pineapples— a business n o w  

worth S 3 0  million in sales. In 1 9 8 4  it 

added candy and g u m  ro its basic line 

of  soft drinks and chips. A n d  this past 

fall it spent S 3 2 0  million to b u y  nearly 

8 0 %  of Emprcsas Gamcsa, M e x i c o’s 

largest cookie c ompany. PepsiCo, 

based in Purchase, N.Y., is n o w  M e x i ­

co’s largest consumer products c o m ­

pany, with an '-stimatcd S1.2 billion

in sales— larger chan Procter 8c G a m ­

ble or Colgate-Palmolive. Its proba­

ble pretax profits in M e x i c o  last year: 

SI 4 0  million.

N o w  price controls arc casing, the 

peso has strengthened, and the g o v ­

ernment o f  President Carlos Salinas 

dc  Gortari is taking an enlightened 

view toward foreign investment. Bur 

it will take other multinationals y e a n  

to catch Pepsi.

Michael Jordan, PepsiCo Interna­

tional’s chairman an d the m a n  respon­

sible for Pepsi’s M e xic an  strategy, ex­

pects PepsiCo to be doing S2  billion 

in annual revenues in M e x i c o  by 

1995. “Me x i c o  will be o n e  of the 

b o o m  economics o f  the 1990s, with 

m o r e  explosive g r o w t h  than Eastc- 

Europe.” says the 54-vcar-oId Jordan, 

a 16-vcar PepsiCo veteran w h o ’s c o n ­

sidered the strategic m i n d  behind 

Dallas-based Frito-Lay, Pepsi Co’s

Stocking 
Sabritas 
products in a 
Monterrey sto'°
A  n o t w o r k  t T S r  

n o w  suppiloc 

4 0 0 , 0 0 0  s h o p s  

In M o x l c o .
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State G overnm ent U pdate
/

by

Christine M . Solomon 
Director of State Legislation 

Federation of American Health Systems

U t i l i z a t i o n  R e v i e w

M a n a g i n g  t h e  R e v i e w e r s

A
Ithough the issue of utilization review is not new, 

growth in the nu mb er  of private utilization review 

(PU R)  companies has kept pace with rapid expan­

sion in the m a n a g e d  care industry. M o r e  and m ore 

frequently, hospitals and doctors are confronted 

with a m a z e  of P U R  companies, all clamoring for 

data and issuing determinations without the aid of 

standardized guidelines. In an attempt to inject 

s om e organization and safeguards into the w a y  uti­

lization review companies operate, state legisla­

tures and other gro-'ps have begun to take action, 

either through the drafting of legislation or the de­

velopment of guidelines.

F o u r  states

Thus far, four states have adopted legislation 

to address the problem. In the forefront of these 

activities is Maryland, which in 1988 passed leg­

islation, the major requirements of which include: 

ecrtificationioftilkevicwjgentsj.submission to the 

credentialling.body^)f,reviewers! standards and 

procedures for conducting reviews: process for ap­

peals of denials, and confidentiality of patient 

records. B y  addressing their legislation to the re­

v i e w  organizations an d not the providers, the 

M a r y la nd  l aw  se e m s  to have avoided a ny  pre­

emption through E R I S A .  T h e  law also requires 

adoption of uniform standards for som e  aspects of 

P U R ,  including standardizing information forms. 

Implementation of the law still hinges on the adop­

tion of regulations by  the state health department: 

regulations are expected to be in place by this s u m ­

mer.

T h e  newest P U R  legislation w a s  passed in 

January in South Carolina. T he  law is similar to 

the Maryland legislation, requiring registration and 

certification of P U R  companies by the C o m m i s ­

sioner of Insurance. Utilization review programs 

must meet certain requirements, including: notifi­

cation of adverse decisions within five days; pro­

cedure for consideration of appeal of denials; 

availability of reviewer by telephone 4 0  hours a 

week, during normal working hours, and types and 

qualifications of review personnel must be fur­

nished to the Commissioner.

In addition to Maryland and South Carolina, 

legislation has b e e n  a d o pt ed  in M a i n e  a n d  

Arkansas, basically requiring certification of c o m ­

panies meeting certain requirements to do business 

in the state.

A  n u m b e r  of other states have either already 

introduced bills into their legislatures, or such bills 

are drafted and awaiting introduction. At this writ­

ing, these states include Pennsylvania, Georgia, 

Virginia, M'isachusetts, Illinois, Florida and 

No rt h Carolina. M os t of the bills contain aspects 

of the M a r y l a n d  law as well as the guide’ines 

adopted for use in Tennessee.

T h e  T enn es se e provider gr. ups have been 

meeting with representatives of the managed care 

industry, and have developed a set of standards for 

utilization review agents. These standards address 

certification of agents, description of the review 

process used arid an appeals process to be used in 

the event claims are denied. Th e standards do not 

address the p r o b l e m  of retroactive denial of 

claims. It is expected that these standards will be 

put in place in Tennessee for at least a six-mcnth 

period, after which time their effectiveness will be 

evaluated.

N a t i o n a l  le v e l
At the national level, a n umber of groups are 

developing guidelines designed to satisfy not only 

m a n a g e d  care c o m p a n i e s  but also health care 

providers. Working together, guidelines were d e ­

veloped and published by the American Medical 

Association, Blue Cross and Blue Shield Associa­

tion.and. the. Hj)illh Insurance Association of 

America. Entitled “Guidelines for Health Benefits

I



J  Administration," they address both prior authorization and 

claims submission and review. These guidelines are cur­

rently under review for possible re­

vision by the groups involved.

M o s t  recently, a coalition of ----------------

leading U.S. utilization review 

companies announced the forma­

tion of a nari6riartro3el5(T5Jling. or­

ganization ajid-developoKni.of na­

tional voluntary .reviqy^tandard*.

T h e  newly formed -Utilization Re- 

.yiew Accreditation C o m m i s s i o n  

( U R A C )  will encourage voluntary 

compliance with the national re­

view standards. T h e  standards de­

veloped by U R A C  include guide­

lines that address such U R  areas as: 

the role of U R  organizations; the 

scope of inpatient U R  review and 

responsibility of those parties in­

volved; the process of notification 

and appeal of determinations; con­

fidentiality of patient records, and 

qualifications of review c o m p a n y

staff. / ----------------

O n ;  group has developed draft 

m od e l  state legislation. T h e  N a -  

"tional Association of Private Psy­

chiatric Hospitals ( N A P P H )  convened a special task force 

to draft the mode l bill, with the objective of "bringing 

about a means of establishing a level of uniformity and ap­

propriateness in the conduct of utilization review." T h e  

model bill's requirements include: certification of review 

agents; provision for utilization review plan, including cri-

T h e  n e w l y  f o r m e d  

U t i l i z a t i o n  R e v i e w  

A c c r e d i t a t i o n  C o m m i s s i o n

( U R A C )  w i l l  e n c o u r a g e  

v o l u n t a r y  c o m p l i a n c e

terie used in evaluating care; provision lor process for ap­

peals of denials by providers or patients; descriptions of re­

quirements necessary to be a re­

viewer; use of physician-specialists

----------------  to m a k e  the final determination of

whether prescribed care is inappro­

priate; reasonable access to review 

agents during n o r m a l  business 

hours, and confidentiality of p a ­

tient records. T h e  mo d e l  bill also 

woul^prohibit reviewers from in­

terviewing patients jttjthoui a p ­

proval.of the admitting'physician,- 

and prohibit payments to reviewers 

based on n u m b e r  of denials.

w i t h  t h e  n a t i o n a l  

r e v i e w  s t a n d a r d s .

Trends

A  crystal ball is not necessary to 

see that the trend in health care is 

toward m a n a g e d  care —  not just 

for medical and dental care, but for 

psychiatric, alcohol and drug abuse 

treatment as well A n d  key to any 

successful m a n a g e d  care program 

will be the cost-effective utilization 

of available services, together with 

the review of that utilization. S o m e  

form of regulation of the reviewers 

—  whether by  legislation or guidelines —  is the logical 

next step. T h e  c oming months will bring a clearer picture 

of just h o w  such regulation will occur.

T h e  Federation is working with those national organi­

zations developing voluntary guidelines, as well as m o n i ­

toring the possible need for state legislation. ■
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AN ACT to provide f a r  utilization review of health a r t  sarvicfls; md to proved* a penalty.
9E JT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA: 

SECTION 1. Purpose. The pi ’̂posa o f this A c t  U  to;
1. Promote th* diHvery of quality health care in z C05t“ S ff lc t1v i aannar;
7 ,  Ayjur* that utilization review agents adhere to reasonable 

itandards for conducting utilization review;
3. Foster greater coordination and cooperation between health care 

Providers and utilization review agents;
4. Tnprov* cations i.-.d hnowlircjgc n . f  benefit* aaong *11 partis:: 

c o n c e r n e d  b e f o r e  e x p e n s e s  ard i n c u r r e d ;  a n d  .

5. Ensure that u tilization review agents maintain the confidentiality o f nadical records in accordance with applicable Uws,
SECTION 2. Definitions. For purposes of this Act, unless the context requires otherwise:

ia

1 .  "Commissioner" m**na th* commissioner of Insurance. i
2. "Enrollee" means an Individual who has contracted fo r or who 

participates in ccverege undar an insurance policy, a health 
maintenance organization contract, a health service corporation contract, in employee welfare benefit plan, a hospital or medical service* plan, or any other benefit program providing payment, reimbursement, or Indemnification fo r heelth care costs fo r  the individual or the individual’ s eligible dependents.

3. "Providar of record" mtans the physician or other licensed practitioner Identified to the utilization review agent as having primary responsibility fo r the care, treatment, a«d services rendered to an individual.
4. "Utilization review" means a system fo r prospective and concurrent review of the necessity and appropriateness in the allocation of health care resources and services given or proposed to be given to an individual within this state. U tilization review does not 

include elective requests for c la rification o f coverage.



b. Ail agent acting cn behalf o f th* federal go ehipent, but only
to th* extant that th* agora 1| providing ififvlcea to thtfederal government.

SECTION 2 .  Certification, A utilization ravlaw agent nay not conduct u tili |* t1on review fn this stata -n.osj th* utilization reviaw agent hiscertified to the commissioner in writing that tha agent is in compliance with
sections o f this Act. Certification must be made annually on or before 
Hirch f i r s t  of each calendar y e t ? .  I n  tdditfgn, a certification rsvlew agent must f i l e  tht following In fa rc tion :

1. Tha name, idd ra jj j tolaphonc number, and normal business hours Of 
tht u tiliza tion review «gant;

2 .  Tht name and talephona nutbsr of a parson fo r tht commissioner to contact; end
3 .  A d e s c r i p t i o n  of th* appasl procadurej for utilization review

d i t t rm in i t ig n i .
Any material changes in tha infor^atisn f l l s d  in accordance with this section must be filed with the cocsrissloner within th irty days o f th* change*

SECTION 4* Min 1rra.a standards o f utiliza tion review aqanti. A11 utilization review agents must tht following rainlffiuH standards:
1. Notification of a datsrr.iration by the utilization review iflent muit bt sailed or ctharvir.j communicated to the provider of record or th t  enroll** or ether .ppropriate Individual within two business 

days of the receipt : f  ’.ho request fo r determination and the 
, *ceipt o f  a l l  information necessary to complete the review.

2. Any determination by i ;;1 l lza tion  review ag*nt as to the necessity Or appropriateness of z n  .idaUiion, service, or procedure must bt reviewed by a plyiHfan or, 1f appropriate, a licensed 
psychologist, or detirv.intd in accordance with standards or guid*l1nes approved by ; physician or licensed psychologist.

3 .  A n y  notification of c .^termination not to carxify in admission or 
i t rv ic i or procedure rau:*. Include the principal reason fo r the determination and th* procedures to* initiate an appeal o f the 
dttenal nation,

4. Utilization review agar.c; shall maintain and raeiur available a written description of the ippael procedure by which enrol le t*  or 
th* providar o f record w y  stale review o f determination* by the 
u tiliza tion review agent. The appatl procedure must provide fo r 
the fo i l  owlnfi;
a* On appea l» a l l  data rn ina tions not to  c e r t i fy  in ad»1 * * 1 ont 

s e rv ic e , o r  procedure as being necessary o r  appropriate oust be

i .  An agency o f  th e  fa d e re l government; o r

4 0



zation review agents shall complete the Adjudication of
appeals of determination* not to certify admission*, service*, 
and procsdun?* no later than th irty days f-o& the date the 
appeal is f i le d  and the receipt of a l l  infernation necessary to complete tha appeal*

c. Utilization r«view agents shall provide for «n expedited
appeals process fo r emergency or Hfeahreetening situation*. 
Utilization review agent* shell complete the Adjudication of•apedited appaaH within forty-eight nours of the date theAppeal is f i led  and th* receipt of a l l  information necessary to complete the Appeal.

5. Utilization review agents shall mate s ta f f available by tn lW re *
telephone at least forty hours per week during normal business hours,

6. Utilization r«v1tw agents shall have a telephone system captblo of-accepting or recording incoming telephone ca lls  during other then 
normal business hours and shall respond to these c ; l l i  within two 
working days.

7. Utilization review agents shall cooply with a l l  applicable laws toprotect confidentiality of individual medical records.
8. Physicians or psychologists Baking utilization review 

determinations shall have current license* from a state licensing 
agency in the Ur.itao State*.

9. Utilization review agents shall allow a minimus of twenty-four
hours following an emergency admisilon, service, or procedure for 
an enroll** or tha enrol le t's  representative to notify tht utilization review agent and request certification or continuing 
treatment fo r th it condition.

Howtver, th* commissioner may find thit the standards in this section have 
been met 1f the u ti liza tion  review agent has received Approval or 
accreditation by j  u ti liza tion  review accreditation organization.

SECTION S. U tiliza tion ravitw agent violations -  Penalty. Whenever tht commissioner has rteson to believe that i  u tilization review agent subject to this Act has been or is engaged in conduct that yioUtis section 3 
or 4 of this Act, the commissioner shall notify the utilization review agent of tht alleged vio lation. The utilization review agent has thirty days from 
the date the notice is received to respond to the alleged violation.

I f  the eomkiisioner believes that the u tiliza tion review agent hft£ violated this Act, or is not satisfied that the alleged violation hat bitn 
corrected, the cosenissionar shall conduct a hearing on tht alleged violation in accordance with ehapter 28-32.

I f ,  a fte r the hearing, the co«n1a*looer detemines that th* utilization 
review egent has engaged In violations of this Act/ the commissioner shall 
reduce the findings to writing and shall issue end cause to be served upon

»
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!. Ptystnt o f  a  p e n a l t y  o f  n o t  s e r a  t h a n  t a n  t h o u s a n d  d o  11 i n  f o r  a  

v i o l a t i o n  t h i t  o c c u r r e d  v r l t h  s u c h  f r e q u e n c y  i s  t o  Indicate a  

g e n e n l  b u s t n a s a  p r a c t l c s ;  o r

2 .  Suspension o r  ravocatlon of the authority to do business 1n this 
state as « u tilisa tion ray1«w sgent 1f the utilization m ttw  laimt kntw that tho ic t  was in violation a t  this A c t .

4 2



C h te f /C U rk 'p f  tha House Sec re t iry  o f the s e n i le
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A p r i l  2 3 ,  1 9 9 0

P a g o  1

f f l T T . T Z A T T O N  R E V T Z W  B I L L

S e c t i o n  1* T h e  p u r p o s e  o £ t h i s  a c t  i s  t o :

(A) P r o m o t e  t h a  d e l i v e r y  o f  q u a l i t y  h e a l t h  c a r e  i n  a  c o s t  
a f f a c t i v e  m a n n e r ;

(B ) A s s u r a  t h a t  U t i l i s a t i o n  R e v ie w  A g e n t s  a  d ll  o r e  t o  
r e a s o n a b l e  s t a n d a r d s  f o r  c o n d u c t i n g  U t i l i z a t i o n  R e v ie w ?

(C) F o s t e r  g r e a t e r  c o o r d i n a t i o n  a n d  c o o p e r a t i o n  b e t w e e n  
h e a l t h  CATS p r o v i d e r s  a n d  U t i l i z a t i o n  R e v ie w  A g e n t s ?

(D) I m p r o v e  c c a m u n i c s u i o n s  a n d  K n o w le d g e  o f  b e n e f i t s  a m o n g  
a l l  p a r t i e s  c o n c e r n e d  b e f o r e  e x p e n s e s  a r e  i n c u r r e d  ? a n d

(2 )  E ftaU i’e  t h a t  U t i l i s a t i o n  R e v ie w  A g e n t s  m a i n t a i n  t h a
c o n f i d e n t i a l i t y  o f  r a d i c a l  r e c o r d s  i n  a c c o r d a n c e  w i t h  
a p p l i c a b l e  l a w n .

S e c t i o n  2 .  A s u s e d  i n  t h i s  a c t ,  t h e  f o l l o w i n g  w o r d s  h a v e  t h e  
m e a n in g  i n d i c a t e d :

(A) " U t i l i z a t i o n  R e v ie w "  m e a n s  a  s y s t e m  f o r  p r o s p e c t i v e  a n d  
c o n c u r r e n t  n a v i a v  o f  t h *  n e c e s s i t y  a n d  a p p r o p r i a t e n e s s  
i n  t h e  a l l o c a t i o n  o f-  h e a l t h  c a r e  r e s o u r c e s  a n d  s e r v i c e s  
g i v e n  or p r o p o s e d  t o  b e  g i v e n  to a n  i n d i v i d u a l  w i t h i n  
t h i s  s t a t e .  U t i l i z a t i o n  r e v i e w  s h a l l  n o t  i n c l u d e  
e l e c t i v e  r e q u e s t s  f o r  c l a r i f i c a t i o n  o f  c o v e r a g e .

(B ) “U t i l i z a t i o n  R e v ie w  A g a n t"  m e a n s  a n y  p e r s o n  o r  
e n t i t y  p e r f o r m i n g  u t i l i z a t i o n  r e v i e w ,  e x c e p t :

( 1 )  A n a g e n c y  o f  t h a  f e d e r a l  g o v e r n m e n t  o r

(2 )  A n a g e n t  a c t i n g  o n  b e h a l f  o f  t h e  f e d e r a l  g o v e r n m e n t ,  
b u t  o n l y  t o  t h e  e x f c a h t  t h a t  t h e  a g e n t  i s  p r o v i d i n g  
s e r v i c e s  t o  t h e  f e d e r a l  g o v e r n m e n t .

(C ) " C o m m i s s i o n e r "  m e a n s  t h e  C o rn m .ia a lo n e r  o f  
I n s u r a n c e .

(D) " E n r o l l e e "  m e a n s  a n  i n d i v i d u a l  w ho h a s  c o n t r a c t e d  
f o r  o r  w ho  p a r t i c i p a t e s  i n  c o v e r a g e  u n d e r  a n  
i n s u r a n c e  p o l i c y ,  a  h e a l t h  m a i n t e n a n c e  
o r g a n i z a t i o n  c o n t r a c t ,  a n  e m p lo y e e  w e l f a r e  b e n e f i t

__________________ ~ n e d i c a i  s e r v i c e s  p l a n  o r  a n y
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o t h e r  b e n e f i t  p r o g r a m  p r o v i d i n g  p a y m a n t ,  
r e i m b u r s e m e n t  o r  in d e a n n i  f l o a t  i o n  f o r  h e a l t h  c a r e  
c o s t a  f o r  h i m s e l f  a n d / g r  h i e  e l i g i b l e  d e p e n d e n t s .

[ D r a f t i n g  N o t e :  W h e re  " h o s p i t a l  o r  m e d i c a l  s e r v i c e s  p l a n "  i 3
i n a p p r o p r i a t e ,  i n s e r t  t h e  a p p r o p r i a t e  s t a t u t o r y  d e s i g n a t i o n  f o r  
B l u e  P l a n a  i n  t h e  s t a t e . ]

(E ) " P r o v i d e r  o f  R e c o r d "  m e a n s  t h a  p h y s i c i a n  o r  o t h e r  
l i c e n c e d  p r a c t i t i o n e r  i d e n t i f i e d  t o  t h e  
U t i l i z a t i o n  R e v ie w  A g e n t  a n  h a v i n g  p r i m a r y  
r e s p o n s i b i l i t y  f o r  t h a  c a r a ,  t r e a t m e n t  a n d  
s e r v i c e s  r e n d e r e d  t o  a n  i n d i v i d u a l .

S e c t i o n  3 .  A U t i l i z a t i o n  R e v ie w  A g e n t  m a y  n o t  c o n d u c t  
u t i l i z a t i o n  r e v i e w  i n  t h i s  s t a t e  u n l e s s  t h e  U t i l i z a t i o n  R e v ie w  
A g e n t  h a s  c e r t i f i e d  t o  t h e  C o m m is s io n e r  i n  w r i t i n g  t h a t  i t  i s  i n  
c o m p l i a n c e  w i t h  S e c t i o n  4 o f  t h i s  A c t .  C e r t i f i c a t i o n  p u r s u a n t  t o  
t h i s  S e c t i o n  s h a l l  b e  m a d e  a n n u a l l y  o n  o r  b e f o r e  M a rc h  l  o f  e a c h  
c a l e n d a r  y e a r ,  i n  a d d i t i o n ,  t h e  f o l l o w i n g  i n f o r m a t i o n  i s  
r e q u i r e d  t o  b e  f i l e d :

(A) H am a, a d d r e s s ,  t e l e p h o n e  n u m b e r  a n d  n o r m a l  b u s i n e s s  
h o u r s  o f  t h e  U t i l i z a t i o n  R e v ie w  A g e n t ?

(B) N am e a n d  t e l e p h o n e  n u m b e r  o f  a  p e r s o n  f o r  t h e  
C o m m i s s i o n e r  t o  c o n t a c t ;  a n d

(C ) A d e s c r i p t i o n  o f  t h e  a p p e a l  p r o c e d u r e s  f o r  u t i l i z a t i o n  
r e v i e w  d e t e r m i n a t i o n s .

A ny m a t e r i a l  c h a n g e s  i n  t h e  i n f o r m a t i o n  f i l e d  i n  a c c o r d a n c e  w i t h  
t h i s  s e c t i o n  s h a l l  b e  f i l e d  w i t h  t h e  C o m m i s s i o n e r  w i t h i n  30  d a y s  
o f  t h a  c h a n g e .

[ D r a f t i n g  N o t e :  S t a f f  m ay n e e d  a u t h o r i t y  t o  a g r e e  t o  a  p r i o r
a p p r o v a l  o r  f i l i n g  p r o c e s s , ]

S e c t i o n  4 .  A l l  U t i l i z a t i o n  R e v ie w  A g e n t s  m u s t  m e e t  t h e  f o l l o w i n g  
m in im u m  s t a n d a r d s :

(A) N o t i f i c a t i o n  o f  a  d e t e r m i n a t i o n  b y  t h e  U t i l i z a t i o n  
R e v ie w  A g e n t  s h a l l  b e  m a i l e d  o r  o t h e r w i s e  c o m m u n ic a te d  
t o  t h e  p r o v i d e r  o f  r e c o r d  a n d / o r  t h e  E n r o l l e e  o r  o t h e r  
a p p r o p r i a t e  i n d i v i d u a l  w i t h i n  tw o  b u s i n e s s  d a y s  o f  t h e  
r e c e i p t  o f  t h e  r e q u e s t  f o r  d e t e r m i n a t i o n ,  a n d  t h e  
r e c e i p t  o f  a l l  i n f o r m a t i o n  n e c e s s a r y  t o  c o m p l e t e  t h e  
r e v i e w .

(B ) A n y  d e t e r m i n a t i o n  b y  a  u t i l i z a t i o n  R e v ie w  A g e n t  a s  
t o  t h e  n e c e s s i t y  o r  a p p r o p r i a t e n e s s  o f  a n  
a d m i s s i o n ?  s e r v i c e  o r  p r o c e d u r e  s h a l l  b e  r e v i e w e d
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b y  a  p h y s i c i a n  o r  d e t e r m i n e d ,  i n  a c c o r d a n c e  w i t h  
S t a n d a r d s ?  o r  g u i d e l i n e s  a p p r o v e d  b y  a  p h y s i c i a n .

(C) A n y  n o t i f i c a t i o n  o f  a  d e t e r m i n a t i o n  n o t  t o  c e r t i f y  
a n  a d m i s s i o n  o r  s e r v i c e  o r  p r o c e d u r e  s h a l l  
i n c l u d e :

(1 )  t h e  p r i n c i p a l  r e a s o n  f o r  t h e  
d e t e r m i n a t i o n  r a n d

(2 )  t h e  p r o c e d u r e s  t o  i n i t i a t e  a n  a p p e a l  o f  
t h e  d e t e r m i n a t i o n .

(D) U t i l i z a t i o n  R e v ie w  A g e n t s  s h a l l  m a i n t a i n  a n d  m a k e  
a v a i l a b l e  a  w r i t t e n  d e s c r i p t i o n  o f  t h e  a p p e a l  
p r o c e d u r e  b y  w h i c h  a n r o l l e e a  o r  t h e  p r o v i d e r  o f  
r e c o r d  m a y  s e e k  r e v i e w  o f  d e t e r m i n a t i o n s  b y  t h e  
U t i l i z a t i o n  R e v ie w  A g e n t .  T h e  a p p e a l  p r o c e d u r e  
s h a l l  p r o v i d e  f o r  t h a  f o l l o w i n g :

(1 )  On a p p e a l ,  a l l  d e t e r m i n a t i o n s  n o t  t o  c e r t i f y  
a n  a d m i s s i o n ,  s a r v i c e ,  o r  p r o c e d u r e  a s  b e i n g  
n e c e s s a r y  o r  a p p r o p r i a t e  s h a l l  b e  m a d e  b y  a  
p h y s i c i a n .

(2 )  U t i l i z a t i o n  R e v ie w  A g e n t s  s h a l l  c o m p l e t e  t h e  
a d j u d i c a t i o n  o f  a p p e a l s  o f  d e t e r m i n a t i o n s  n o t  t o  
c e r t i f y  a d m i s s i o n s ,  s e r v i c e s  a n d  p r o c e d u r e s  n o  
lZ L te r  t h a n  3 0  d a y s  f r o m  t h e  d a t e  t h e  a p p e a l  i s  
f i l e d ,  a n d  t h e  r e c e i p t  o f  a l l  i n f o r m a t i o n  
n e c e s s a r y  t o  c o m p l e t e  t h e  a p p e a l .

(3 )  U t i l i z a t i o n  R e v ie w  A g e n t s  s h a l l  a l s o  p r o v i d e  f o r  
a n  e x p e d i t e d  a p p e a l s  p r o c e s s  f o r  e m e r g e n c y  o r  l i f e  
t h r e a t e n i n g  s i t u a t i o n s .  U t i l i z a t i o n  R e v ie w  A g e n t s  
s h a l l  c o m p l e t e  t h e  a d j u d i c a t i o n  o f  s u c h  e x p e d i t e d  
a p p e a l s  w i t h i n  4 8  h o u r s  o f  t h e  d a t e  t h e  a p p e a l  i s  
f i l e d ,  a n d  t h e  r e c e i p t  o f  a l l  i n f o r m a t i o n  n e c e s s a r y  
t o  c o m p l e t e  t h e  a p p e a l .

[ D r a f t i n g  N Tota: P a y  h e e d  t o  t h e  s t a t e  d e f i n i t i o n  o f  " p h y s i c i a n " ,
w h i c h  m ay  b e  i n c l u s i v e  o f  o t h e r  h e a l t h  c a r e  p r o v i d e r s . ]

(£ )  U t i l i z a t i o n  R e v ie w  A g e n t s  e h a l l  m a k e  s t a f f
a v a i l a b l e  b y  t o l l - f r e e  t e l e p h o n e ,  a t  l e a s t  40  
h o u r s  p e r  w e e k  d u r i n g  n o r m a l  b u s i n e s s  h o u r s .

(F ) U t i l i z a t i o n  R e v ie w  A g e n t s  a h o l l  h a v e  a  p h o n e  
s y s t e m  c a p a b l e  o f  a c c e p t i n g  a n d / o r  r e c o r d i n g  
i n c o m i n g  p h o n e  c a l l s  d u r i n g  o t h e r  t h a n  n o r m a l  
b u s i n e s s  h o u r s ,  a n d  s h a l l  r a e p o n d  t o  t h e s e  c a l l s  
W i t h i n  tw o  w o r k i n g  d a y s .



A p r i l  2 3 ,  1 9 9 0
. P ag©  4

(G) U t i l i z a t i o n  R e v ie w  A g e n t s  3 h a l l  c o m p ly  w i t h  a l l  
a p p l i c a b l e  l a v a  t o  p r o t e c t  c o n f i d e n t i a l i t y  o f  
i n d i v i d u a l  m e d i c a l  r e c o r d s .

(rr) P h y s i c i a n s  m a k in g  u t i l i z a t i o n  r e v i e w
d e t e r m i n a t i o n s  s h a l l  h a v e  c u r r e n t  l i c e n s e s  f r o m  a  
s t a t e  l i c e n s i n g  a g e n c y  i n  t h e  U n i t e d  S t a t e s .

( I )  U t i l i z a t i o n  R e v ie w  A g e n t *  s h a l l  a l l o w  a  m in im u m  o f  
24  h o u r s  f o l l o w i n g  a n  e m e r g e n c y  a d m i s s i o n ,  s e r v i c e  
o r  p r o c e d u r e  f o r  a n  e n r o l l e e  o r  h i s  r e p r e s e n t a t i v e  
t o  n o t i f y  t h e  u t i l i z a t i o n  R e v ie w  A g e n t  a n d  r e q u e s t  
c e r t i f i c a t i o n  o r  c o n t i n u i n g  t r e a t m e n t  f o r  t h a t  
c o n d i t i o n .

P r o v i d e d ,  h o w e v e r ,  t h a t  t h e  C o m m i s s i o n e r  m a y , f i n d  t h a t  t h e  
s t a n d a r d s  i n  t h i s  S e c t i o n  h a v e  b e e n  m a t  i f  t h e  U t i l i z a t i o n  R e v ie w  
A g e n t  h a *  r e c e i v e d  a p p r o v a l  o r  a c c r e d i t a t i o n  b y  a  u t i l i z a t i o n  
r e v i e w  a c c r e d i t a t i o n  o r g a n i z a t i o n .

S e c t i o n  5 .  w h e n e v e r  t h e  C o m m i s s i o n e r  h a s  r e a s o n  t o  b e l i e v e  t h a t  
a  U t i l i z a t i o n  R e v ie w  A g e n t  s u b j e c t  t o  t h i s  a c t  h a s  b e e n  o r  i s  
e n g a g e d  i n  c o n d u c t  w h ic h  v i o l a t e s  L a e  p r o v i s i o n s  o f  S e c t i o n s  J o r  
4 o f  t h i s  a c t ,  t h e  C o m m i s s i o n e r  s h a l l  n o t i f y  t h e  U t i l i z a t i o n  
R e v ie w  A g e n t  o f  t h e  a l l e g e d  v i o l a t i o n .  T h e  U t i l i z a t i o n  R e v ie w  
A g e n t  s h a l l  h a v e  30  d a y s  f r o m  t h e  d a t a  t h e  n o t i c e  i s  r e c e i v e d  t o  
r e s p o n d  t o  t h e  a l l e g e d  v i o l a t i o n .

I f  t h a  C o m m i s s i o n e r  b e l i e v e s  t h a t  t h e  U t i l i z a t i o n  R e v ie w  A g e n t  
h a *  v i o l a t e d  t h i s  a c t ,  o r  i n  n o t  s a t i s f i e d  t h a t  t h e  a l l e g e d  
v i o l a t i o n  h a s  b e e n  c o r r e c t e d ,  h e  s h a l l  c o n d u c t  a  h e a r i n g  o n  t h e  
a l l e g e d  v i o l a t i o n ,  i n  a c c o r d a n c e  w i t h  t h e  s t a t e ' s  A d m i n i s t r a t i v e  
P r o c e d u r e s  A c t  [ c i t a t i o n  t o  t h e  a p p r o p r i a t e  c o d e  s e c t i o n ] .

I f ,  a f t e r  s u c h  h e a r i n g ,  t h e  C o m m i s s i o n e r  d e t e r m i n e s  t h a t  t h e  
U t i l i z a t i o n  R e v ie w  A g e n t  h a s  e n g a g e d  i n  v i o l a t i o n *  o f  t h i s  A c t ,  
h e  s h a l l  r e d u c e  h i s  f i n d i n g s  t o  w r i t i n g  a n d  s h a l l  i s s u e  a n d  c a u s e  
t o  b e  s e r v e d  u p o n  t h e  u t i l i z a t i o n  R e v ie w  A g e n t  a  c o p y  o f  s u c h  
f i n d i n g s  a n d  a n  o r d e r  r e q u i r i n g  t h e  U t i l i z a t i o n  R e v ie w  A g e n t  t o  
c e a s e  a n d  d e s i s t  f r o m  e n g a g i n g  i n  s u c h  v i o l a t i o n s .  T h e  
C o m m i s s i o n e r  may a l s o ,  a t  h i s  d i s c r e t i o n ,  o r d e r :

(A) P a y m e n t  o f  a  m o n e t a r y  p e n a l t y  o f  n o t  m o re  t h a n  
$ 1 0 ,0 0 0  f o r  a  v i o l a t i o n  w h ic h  o c c u r r e d  w i t h  s u c h  
f r e q u e n c y  o s  t o  i n d i c a t e  a  g e n e r a l  b u s i n e s s  
p r a c t i c e ;  o r

(B) s u s p e n s i o n  o r  r e v o c a t i o n  o f  t h e  a u t h o r i t y  t o  d o  
b u s i n e s s  i n  t h i s  s t a t e  a s  a  u t i l i z a t i o n  R e v ie w  
A g e n t  i f  t h e  U t i l i z a t i o n  R e v ie w  A g e n t  k n e w  t h a t  i t  
w a s  I n  v i o l a t i o n  o f  t h i s  A c t .
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I n v e s t i g a t o r  I I I  to  conduct i n v e s t i g a t i o n s  
where n e c e s s a ry  in  p r e p a r a t i o n  f o r  th e  
a d m in i s t r a t i v e  p ro c e e d in g s  d e s c r ib e d  in  
S e c t i o n  0 8 . 8 5 . 0 7 0 .

Contractual Serv ices $ 6.0
Th is  fu nd in g  w i l l  p r o v id e  f o r  p r i n t i n g ,  
a d v e r t i s i n g ,  com m un ica t ions , and o t h e r  
c o n t r a c t u a l  c o s t s .

Supplies $ 2 . 0

T h is  fu nd in g  w i l l  p ro v id e  d a i l y  o p e r a t in g  
s u p p l i e s  f o r  th e  two p o s i t i o n s  shown above .

Equipment (one-time cost s.). $ 1 0 . 2

Th is  fu nd in g  w i l l  p r o v id e  o n e - t im e  equipment 
c o s t s  f o r  th e  two p o s i t i o n s  m en tioned  above .

TOTAL: $ 8 6 . 1

* * * REYEMUE
Revenue w i l l  be g e n e ra te d  from  l i c e n s i n g  f e e s ,  how eve r , u n t i l  we have 
some id e a  o f  th e  number o f  i n d i v i d u a l s  t h a t  wou ld be a f f e c t e d  by t h i s  
l e g i s l a t i o n ,  we canno t e s t im a te  th e  amoun' o f  revenue  th a t  w i l l  be 
g e n e ra t e d .  I t  i s  the  i n t e n t  o f  th e  depa rtm en t however , t h a t  l i c e n s i n g  
f e e s  w i l l  be s e t  t o  c o v e r  the  c o s t s  o f  th e  p rog ram  t o  the  e x t e n t  
p o s s i b l e .
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T O : R e p r e s e n t a t i v e  Dav id  F in k e '  1 ' , Chairman

House L abo r and Commerce C ee

RE
FROM: R e p r e s e n t a t i v e  Mark Boy

S c h ed u lin g  o f  HB 269 -  U t i l i z a t i o n  Review
Boyi

I  w ou ld  l i k e  t o  r e s p e c t f u l l y  r e q u e s t  t h a t  you s c h ed u le  CSHB 
269 (HESS ), p r o v id in g  f o r  th e  l i e  n s in g  and r e g u l a t i o n  o f  
p r i v a t e  h e a l t h  c a re  re v iew  a g e n t s ,  a t  y o u r  e a r l i e s t  
c o n v e n ie n c e . The b i l l  i s  commonly r e f e r r e d  t o  a s  th e  
u t i l i z a t i o n  re v iew  l e g i s l a t i o n .  CSHB 269 (HESS) p a ssed  o u t  o f  
th e  House HESS Committee on F r i d a y ,  May 3 ,  w i th  a m a j o r i t y  o f  
th e  com m ittee  v o t i n g  do p a s s .
The S ena te  H e a l t h ,  E duca t io n  and S o c i a l  S e r v i c e s  Committee has 
in t r o d u c e d  an i d e n t i c a l  b i l l ,  SB 2 3 9 .  A s im i l a r  b i l l ,  SB 5 5 0 , 
was in t r o d u c e d  a t  t h e  end o f  th e  l e g i s l a t i v e  s e s s i o n  l a s t  
y e a r .  T h is  l e g i s l a t i o n  has th e  s u p p o r t  o f  th e  A la s k a  S t a t e  
H o s p i t a l  and N u rs in g  Home A s s o c ia t i o n .
The main re a s o n  f o r  th e  l e g i s l a t i o n  i j  t o  p r o t e c t  p a t i e n t s  
f rom  in c r e a s i n g  h e a l t h  c o s t s  and t o  make s u re  t h a t  th e  q u a l i t y  
o f  c a re  i s  n o t  hampered by c o s t  c on ta inm en t m easu res by 
i n s u r e r s  and u t i l i z a t i o n  re v iew  o r g a n i z a t i o n s .  As a n a t u r a l  
o u tg row th  o f  c o s t  c on ta inm en t and o t h e r  p r e s s u r e  on o u r  h e a l t h  
c a re  sy s tem , more r e l i a n c e  w i l l  be p la c e d  upon u t i l i z a t i o n  
re v iew  p r a c t i c e s  and many p r o v id e r s  a r e  conce rned  t h a t  i n  th e  
absence o f  u n i fo rm  s ta n d a rd s  and l i c e n s i n g  t h a t  p a t i e n t s  w ith  
l e g i t im a t e  h e a l t h  c a re  needs may n o t  r e c e i v e  them.
The b i l l  w ou ld  p r o v id e  f o r  th e  l i c e n s i n g  and r e g u la t i o n  o f  
p r i v a t e  h e a l t h  c a re  re v iew  a g e n ts .  A h e a l t h  c a re  re v iew  ag en t 
wou ld n o t  be a l low e d  t o  p e r fo rm  a u t i l i z a t i o n  re v iew  in  A la s k a  
w i th o u t  a l i c e n s e .  U t i l i z a t i o n  r e v iew  (UR) r e f e r s  t o  th e  
d e t e rm in a t i o n  o f  m ed ic a l n e c e s s i t y  o f  s e r v i c e s  p r i o r  t o  o r  
d u r in g  r e c e i p t  o f  th e  s e r v i c e s .  I t  d oes n o t  in c lu d e  re v iew s  
a f t e r  th e  s e r v i c e s  have been re n d e re d .
Under t h i s  l e g i s l a t i o n ,  th e  Departm ent o f  Commerce and 
Economic Deve lopment (DCED) wou ld p e r i o d i c a l l y  p r o v id e  a l i s t
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o f  l i c e n s e d  p r i v a t e  re v iew  agen ts  t o  a l l  h o s p i t a l s  and t o  any 
o th e r  i n d i v i d u a l s  o r  o r g a n i z a t i o n s  r e q u e s t in g  th e  l i s t .
A p r i v a t e  r e v iew  ag en t canno t d i s c lo s e  o r  p u b l i s h  i n d i v i d u a l  
m ed ic a l r e c o rd s  o r  o t h e r  c o n f i d e n t i a l  i n f o rm a t i o n .  However, 
th e y  may p r o v id e  p a t i e n t  i n fo rm a t io n  t o  a t h i r d  p a r t y  t h a t  
th e y  a r e  u n de r c o n t r a c t  w ith  o r  w ith  which th e y  a r e  
a f f i l i a t e d .
The s e c t i o n  o f  th e  b i l l  r e q u i r i n g  th e  DCED t o  adop t 
r e g u la t i o n s  g o v e rn in g  l i c e n s i n g  re q u irem en ts  wou ld  t a k e  e f f e c t  
th e  day a f t e r  th e  b i l l  i s  s ig n ed  i n t o  law . A l l  o t h e r  s e c t i o n s  
o f  th e  b i l l  t a k e  e f f e c t  90 days a f t e r  th e  b i l l  i s  s ig n e d .
Tw en ty -s ix  s t a t e s  a r e  e xpec ted  t o  l o o k  a t  u t i l i z a t i o n  re v iew  
l e g i s l a t i o n  t h i s  y e a r .  Ten s t a t e s  have en ac ted  l e g i s l a t i o n  
r e g u la t i n g  th e  p r a c t i c e  o f  p r i v a t e  u t i l i z a t i o n  re v iew  a g e n ts .  
T y p i c a l l y  th e  l e g i s l a t i o n  r e q u i r e s  companies c onduc t in g  
u t i l i z a t i o n  re v iew  t o  o b t a in  a c e r t i f i c a t i o n  e i t h e r  f rom  th e  
S t a t e  Department o f  H e a l th  o r  th e  Comm iss ioner o f  In s u ra n c e .  
G e n e r a l ly ,  i n  o r d e r  t o  be c e r t i f i e d ,  a u t i l i z a t i o n  re v iew  f i rm  
must subm it c e r t a i n  i n f o rm a t i o n  t o  show:

1) th e  c r i t e r i a  and p ro c ed u re s  used i n  e v a lu a t i n g  
h o s p i t a l  and m ed ic a l c a r e ;

2) th e  ty p e  and q u a l i f i c a t i o n s  o f  p e r s o n n e l  p e r fo rm in g  
u t i l i z a t i o n  r e v ie w ;

3 ) p ro c e d u re s  and p o l i c i e s  e n su r in g  t h a t  a p r i v a t e  re v iew  
agen t i s  r e a s o n a b ly  a c c e s s ib le  t o  p a t i e n t s  and 
p r o v i d e r s  d u r in g  no rm a l b u s in e s s  h o u r s ;

4) subm it p o l i c i e s  and p ro c edu re s  e n s u r in g  th e  
a p p l i c a b le  s t a t e  and f e d e r a l  law s p r o t e c t i n g  
c o n f i d e n t i a l i t y  a r e  f o l l o w e d ;  and

5) p ro c e d u re s  t h a t  en su re  p r o v id e r s  may se e k  
r e c o n s id e r a t i o n  o f  a d v e rse  d e c i s i o n s .

As a member o f  th e  H e a l th  Care  C ost Con ta inm en t Task  F o rc e  I  
am d e ep ly  comm itted  t o  re d u c in g  th e  s te e p  i n c l i n e  i n  th e  c o s t  
o f  h e a l t h  c a r e  f o r  A la s k a n s .  I  am a l s o  comm itted t o  p r o v id in g  
g r e a t e r  a c cess  t o  b a s i c  c a re  f o r  a l l  A la s k a n s .  Sometimes 
th e se  g o a ls  appea r c o n t r a d i c t o r y .  Bu t th e  b o ttom  l i n n  
rem a in s , we must w ork  t o  make s u re  t h a t  o u r  h e a l t h  s a f e t y  n e t  
c a tch e s  as many A la s k an s  as p o s s i b le  a t  th e  b e s t  r a t e  f o r  th e  
s t a t e  and consumers a t  a re imbursement r a t e  t h a t  c o n t in u e s  t o  
a d equ a te ly  compensate p r o v i d e r s .  CSHB 269 (HESS) i s  a p ie c e  o f  t h i s  s a f e t y  n e t .
I f  you have a d d i t i o n a l  q u e s t io n s  and comments p le a s e  c o n ta c t  
me o r  my s t a f f  p e r s o n ,  A le x i s  M i l l e r ,  a t  4 6 5 - 3 4 6 7 .  Thanks f o r  
y o u r  e a r l y  s c h e d u l in g  o f  CSHB 269 (HESS ).
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CS FOR HOUSE BILL NO. 269 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

B Y

Offered:

Referred:

Sponsorfs): R E P R E S E N T A T I V E S  B O Y E R ,  Navarre

A BILL

FOR AN ACT ENTITLED

1 "An Act providing for the licensing and regulation of private health care review agents;

2 and providing for an effective date."

3 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

4 * Section 1. AS 08.01.010 is amended by adding a new paragraph to read:
5 (33) regulation of private review agents under AS 08.85.
6 * Sec. 2. AS 08 is amended by adding a new chapter to read:
7 CHAPTER 85. PRIVATE REVIEW AGENTS..
8 Sec. 08.85.010. PURPOSE. The purpose of this chapter is to
9 (1) promote the delivery of quality health care in a cost-effective and efficient

10 manner,
11 (2) foster greater coordination between those paying for health care services and
12 health care providers in the conduct of utilization review activities;
13 (3) assure protection for patients, state employers, and health care providers by -
14 ensuring that private health care review agents arc qualified to perform utilization review

-1- CSHB 269( )New Text Underlined (DELETED TEXT BRACKETED]



1 activities and to make informed decisions on the appropriateness of medical care; and
2 (4) ensure that private review agents maintain the confidentiality of medical
3 records in accordance with applicable state and federal laws.
4 Sec. 08.85.020. LICENSE REQUIRED, (a) A person who is affiliated with, under
5 contract to, or acting on behalf of a health care insurer or a person doing business in the state,
6 whether or not for profit, may not perform a utilization review in this state unless a private
7 review agent license is held by the person, the person’s employer, or another for whom the
8 person is providing those services under contract. This section does not apply to a person
9 affiliated with a hospital who provides only internal utilization review activities.

10 (b) The department shall issue a license to an applicant that meets the requirements of

11 this chapter ar.d regulations adopted under this chapter.
12 (c) A license issued under this chapter is not transferable and expires biennially on a date

13 determined by the department
14 Sec. 08.85.030. APPLICATION FOR LICENSE, (a) An applicant for a private review
15 agent license shall submit an application to the department and pay an application fee set by
16 regulation. The application must be on a form approved by the department
17 (b) An applicant is entitled to a license if the applicant submits and the department

18 approves a utilization review plan that will be available to patients and providers that includes

19 (1) the review standards, criteria, and procedures to be used in evaluating hospital
20 or outpatient care that has been proposed or is being or has been delivered; provided that if the
21 applicant uses a software package or other published standards, criteria, and procedures that are
22 available to the public, the applicant may identify the system and distributor and specifically

23 identify ail alterations, additions, or deletions from the published system; an applicant shall
24 immediately report a substantial change in the standards, criteria, and procedures utilized and
25 shall annually report to the department all changes to the standards, criteria, and procedures;
26 (2) those circumstances under which utilization review may be delegated to a

27 hospital utilization review program;
28 (3) the provisions by which patients or providers may seek prompt reconsideration
29 or appeal of adverse decisions by the private review agent and the time period in which the
30 private review agent must respond to the request for reconsideration or appeal;
31 (4) the number, type, and qualifications of the personnel employed by or under

W O R K  D R A F T  ^  W O R K  D R A F T  ^  W O R K  D R A F T
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1 contract with the private review agent to perform the utilization review; individual biographies
2 or resumes of the personnel are not required unless requested by the department; the plan must

3 include
4 (A) the requirement that a private review agent have available the services
5 of sufficient numbers of registered nurses or other mental health professionals, as
6 appropriate, supported and supervised by physicians trained in the appropriate specialty
7 area, to carry out its utilization review activities, or to have appropriate numbers of
8 physicians trained in the appropriate specialties for which utilization review is being

9 conducted; and
10 (B) a requirement that only a physician trained in a relevant specialty or
11 subspecialty be permitted to make a final determination that care rendered, being

12 rendered, or to be rendered in that specialty or subspecialty is medically inappropriate;
13 (5) the procedures and policies to ensure that a representative of the private
14 review agent is reasonably accessible to patients and providers at least five days a week during

15 normal business hours in this state and that payment will not be denied for treatment rendered
16 that is found to be medically appropriate and within policy coverage;
17 (6) the requirement that, except in exceptional circumstances or when an attending
18 physician is not reasonably available to confer, a determination that care rendered, being
19 rendered, or to be rendered is medically inappropriate may not be made until an appropriately
20 qualified review physician has conferred with the patient’s attending physician and reviewed
21 pertinent information concerning the medical care delivered or proposed;
22 (7) the requirement that a determination that care rendered, being rendered, or to

23 be rendered is medically inappropriate must include the written evaluation and findings of the
24 reviewing physician;
25 (8) the procedures and policies to ensure that all applicable state and federal laws
26 to protect the confidentiality of individual medical records are followed;
27 (9) prohibitions against a private review agent entering a hospital to interview a
28 patient unless the attending physician is advised of the interview with reasonable.advance notice,
29 and the attending physician or the physician’s designee is allowed to attend the interview; this
30 paragraph does not apply to a full-time, on-site review agent;

31 (10) a prohibition against an incentive payment provision or plan conttined in a

c  c
W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

-3*
New Text Underlined (DELETED TEXT BRACKETED] CSHB 269( )



1 private review agent’s contract with an entity paying for health care services under which the
2 agent’s compensation is based on controlling the amount charged for services, duration of
3 services, or setting in which services are rendered and a prohibition against the agent receiving
4 the incentive payment;
5 (11) a copy of the written material intended to be available to patients and
6 providers to inform them of the requirements of the utilization review plan;
7 (12) a list of the health care insurers for which the private review agent is
8 performing utilization review in the state and a brief description of the services it is providing
9 for each client, including an affirmation that a payment incentive provision or plan prohibited

10 under (10) of this subsection does not exist with respect to each client;
11 (13) evidence of liability insurance carried by the private review agent to cover
12 potential liability from its activities under this chapter in an amount, type, nature, and carrier

13 satisfactory to the department;
14  (14) provisions that, in the absence of fraudulent information or material
15 misrepresentation, prohibit retrospective denial of payment for treatment, except in cases of
16 policy limitations or exclusions, after it has been initially approved by the private review agent;
17 (15) other information the department determines to be appropriate.

18 Sec. 08.85.040. RENEWAL OF LICENSE, (a) The department shall renew the license
19 of a private review agent holding a license under AS 08.85.020 if, before the license expires, the

20 agent
21 (1) files an application for renewal, including the information required under

22 AS 08.85.030(b), and submits the appropriate renewal fee; and
23 (2) meets the qualifications for issuance of a license under AS 08.85.020(b).
24 (b) An application for renewal of a private review agent license must include a list of
25 all complaints made to the agent by patients or providers and a brief description of how the
26 complaints were resolved, including the nature of the complaint, the review process, and the time
27 between the filing of the complaint and its resolution.
28 Sec. 08.85.050. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before
29 denying an application for a private review agent license or for renewal of a license, the
30 department shall provide the applicant with reasonable time to supply additional documentation .
31 establishing that the applicant is entitled to a license or to renewal of a license.
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1 (b) An applicant who is deniec a license or renewal of a license shall be afforded the
2 opportunity for a hearing. The hearing shall be conducted by the department. The hearing shall
3 be held in accordance with AS 44.62.330 - 44.62.630.
4 Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke a
5 license if the holder fails to comply with a utilization review plan filed by the holder under
6 AS 08.85.030(b) or otherwise violates a provision of this chapter or a regulation adopted under
7 this chapter.
8 (b) Before revoking a license under this section, the department shall provide the license
9 holder with reasonable time to supply additional information demonstrating the holder’s

10 compliance with the requirements of this chapter.
11 (c) A license holder whose license is proposed for revocation by the department shall be
12 afforded the opportunity for a hearing. The hearing shall be held in accordance with

13 AS 44.62.330 - 44.62.630.
14 Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (a) A patient or

15 provider may file a complaint with the department alleging that a private review agent is not in
16 compliance with this chapter or the regulations adopted under this chapter or with other
17 applicable federal or state law. The complaint may request that the department revoke the license
18 of the agent or require that the agent demonstrate to the department proof of compliance.

19 (b) Proceedings under this section shall be conducted in accordance with AS 44.62.330 -
20 44.62.630.

21 (c) Within 45 days of receiving a complaint, the department shall notify the patient or
22 provider \c te complaint is incomplete or lacks information available to the patient or provider
23 necessary a decision. The patient or provider shall supply the necessary information before
24 a decision on the complaint

25 (d) If the department fails to render a decision on a complaint brought by a patient or
26 provider within 90 days, or within 45 days after an incomplete complaint has been completed by
27 the submission of the necessary information identified in (c) of this section, the patient or
28 provider may bring suit in the superior court to compel the department to take an action specified
29 in (a) of this section.

30 (e) This section may not be construed to deprive a patient, a provider, a private review
31 agent, or a health care insurer of a right available under other provisions of law.

c  c
W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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1 Sec. 08.85.080. REGULATIONS. The department shall adopt regulations to implement
2 the provisions of this chapter, including regulations
3 (1) establishing license application and renewal fees in an amount sufficient to
4 pay for the costs to the department of administering this chapter,
5 (2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.
6 Sec. 08.85.090. EXEMPTION. A private review agent that operates solely under contract
7 with the federal government or an agency of the federal government for utilization review of
8 patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XVIII
9 of the Social Security Act), 42 U.S.C. 1396 - 1396s (Subchapter XIX of the Social Security Act),

10 and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) is exempt

11 from the licensing requirements of this chapter.
12 Sec. 08.85.100. LIST OF PRIVATE REVIEW AGENTS. The department shall
13 periodically provide a list of licensed private review agents and the expiration date for their
14 licenses to all hospital utilization review programs and to other individuals or organizations

15 requesting the list. The department may charge a reasonable fee for providing the list
16 Sec. 08.85.110. PATIENT CONFIDENTIALrrY AND RECORDS, (a) A private review
17 agent may not disclose or publish individual medical records or other confidential information
18 obtained in the performance of activities as a private review agent, except that an agent may
19 provide patient information to a third party to which the agent is under contract or with which

20 it is affiliated.
21 (b) A person seeking payment of a reimbursement for hospital or medical services may
22 not invoke the privilege of confidentiality arising from a physician-patient relationship to

23 withhold pertinent information from review of those services by a private review agent.
24 (c) Notwithstanding the provisions of this chapter or another law, a patient is entitled to
25 inspect and copy records developed or maintained by a private review agent pertaining to the
26 health care rendered, being rendered, or proposed to be rendered to the patient.
27 (d) This chapter may not be construed to allow a private review agent to take actions that
28 violate a state or federal statute or regulation concerning confidentiality of patient records.
29 Sec. 08.85.150. DEFINITIONS. In this chapter,
30 (1) "department" means the Department of Commerce and Economic
31 Development;

c  c
W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T
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1 (2) "health care insurer" means a person in the business of making payments for
2 the medical care of others, and includes an insurance company, a nonprofit health service plan,
3 a health maintenance organization, a preferred provider organization, an employee assistance
4 program, and a health insurance service organization;
5 (3) "private review agent" means a person who performs a utilization review and
6 who is affiliated with, under contract to, or acting on behalf of a person doing business in the
7 state, whether or not for profit, or of a health care insurer, but who is not affiliated with a

8 hospital;
9 (4) "provider" means a health care provider as defined in AS 18.23.070;

10 (5) "utilization review" means a system for reviewing the appropriate and efficient

11 allocation of hospital and outpatient resources and services given, being given, or proposed to
12 be given to a patient or group of patients, including the approval or denial, or recommendation

13 of approval or denial, of payment for hospital or medical services;
14 (6) "utilization review plan" means a description of the criteria, procedures, and

15 standards governing utilization review activities performed by a private review agent.
16 * Sec. 3. AS 44.62.330(a) is amended by adding a new paragraph to read:
17 (57) Department of Commerce and Economic Development concerning the
18 licensing and regulation of private review agents under AS 08.85.
19 * Sec. 4. AS 08.85.080 and 08.85.150, enacted by sec. 2 of this Act, take effect immediately under

20 AS 01.10.070(c).
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/  pril 7, 1992

C S  F O R  H O U S E  B!LL N O . 2 6 9  ( )

1 "An Act providing for the licensing a.vJ regulation of private health care review agents;

2 and providing for an effective date."

3 BE IT ENACTED BY THE LEGIS -ATURE OF THE STATE OF ALASKA:

4 * Section 1. AS 08.01.010 is amended by adding a new , *•».. w to read:
5 (33) regulation of private review agents under AS 08.85.
6 * Sec. 2. AS 08 is amended by adding a new chapter to read:
7 CHAPTER 85. PRIVATE REVIEW AGENTS.
8 Sec. 08.85.010. PURPOSE. The purpose of this chapter is to
9 ( i) promote the delivery of quality health care in a cost-effective and efficient

10 manner;
11 (2) foster greater coordination between those paying for health care services and
12 health care providers in the conduct of utilization review activities;
13 (3) assure protection for patients, state employers, and health care provider by
14 ensuring that private health care review agents are qualified to perform utilization review



1 activities and to make informed decisions on the appropriateness of medical care; and
2 (4) ensure that orivate review agents maintain the confidentiality of medical
3 records in accordance with applicable state and federal laws.
4 Sec. 08.85.020. LICENSE REQUIRED, (a) A person who is affiliated with, unde*
5 contract to, or acting on behalf of .3 health care insurer or a person doing business in the state,
6 whether or not for profit, may not perform a utilization review in this state unless a private
7 review agent license is held by the person, the person’s employer, or another for whom the
8 person is providing those services under contract. This section does not apply to a person
9 affiliated with a hospital who provides only internal utilization review activities.
10 (b) The department shall issue a license to an applicant that meets the requirements of
11 this chapter and regulations adopted under this chapter.
12 (c) A license issued under this chapter is not transferable and expires biennially on a date
13 determined by the department.
14 Sec. 08.85.030. APPLICATION FOR LICENSE, (a) An applicant for a private rev ew
15 agent license shall submit an application to the department and pay an application fee set by
16 regulation. The application must be on a form approved by the department.
17 (b) An applicant is entitled to a license if the applicant submits and the department
18 approves a utilization rgview plan that will be available to patients and providers that includes
19 (1).the review standards, criteria, and procedures to be used in evaluating nospital
20 or outpatient care that has been proposed or is being or has been delivered; provided that if the
21 applicant uses.a software package or other published standards, criteria, and procedures that are
22 available.tQ.the public, the applicant mav identify the system and distributor and specifically
23 identifv-all alterations, additions, or deletions from the published system: an applicant shall
24 immediatelV-rep r̂ta.substantiaLchange in the standards, criteria, and procedures utilized ard
25 shall annually report to the department all changes to the standards, criteria, and procedure;:
26 (2) those circumstances under which utilization review may be delegated to a
27 hospital utilization review program;
28 (3) the provisions by which patients or providers may seek prompt reconsideration
29 or appeal of adverse decisions by the private review agent and the time period in which the
30 private review agent must respond to the request for reconsideration or appeal;
31 (4) the number, type, and qualifications of the personnel employed by or under

I
I

line 9: address concern that hospitals m ay go in to UR  business, competing with 
other UR agents that must comply with these requirements. (HAA, page 1)

line 18: "provided" changed to "availab le" (Sponso r change: don't want to 
require that this information be provided to every patient and provider unless requested)

lines 20 -25 : allow applicant to simply supply name and distributor of publicly 
available software or other published standards, criteria and procedures, if the applicant 
uses a purchased system. If an in-house system , they would need to fully disclose 
criteria, etc. (Aetna, page 9, HAA, page 1)

Also, would allow for annual updates, if criteria change. Substantial changes 
should be reported immediately. (HAA, page 1)
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1 contract with the private review agent to perform the utilization review: individual biographies
2  or resumes of the personnel.are not reqi»iret>.ualfis.s-tfifluested.bri!i.ejjeparim.eniLthe plan rrusf
3 inc lud e
4 (A) the requirement that a private review agent have available the services
5 of sufficient numbers of registered nurses or other mental health professionals, as
6 appropriate, supported and supervised by physicians trained in the appropriate specialty
7 area, to carry out its utilization review activities, or to have appropriate numbers of
8 physicians trained in the appropriate specialties for which utilization review is being
9 conducted; and
10 (B) a requirement that only a physician trained in a relevant specialty or
11 subspecialty be permitted to make a final determination that care rendered, being
12 rendered, or to be rendered in tha; specialty or subspecialty is medically inappropriate;
13 (5) the procedures and policies to ensure that a representative of the private
14 review agent is reasonably accessible to patients and providers at least five days a week during
15 normal business hours in this state and that payment will not be denied for treatment rendered
16 that is found to be medically appropriate and within policy coverage;
17 (6) the requirement that, except in exceptional circumstances or when an attending
18 physician is not reasonably availaole to confer, a determination that care rendered, being
19 rendered, or to be rendered is medically inappropriate may not be made until an appropriately
20 qualified review physician has conferred with the patient’s attending physician and reviewed
21 pertinent information concerning the medical care delivered or proposed;
22 (7) the requirement that a determination that care rendered, being rendered, cr to
23 be rendered is medically inappropriate must include the written evaluation and findings of the
24 reviewing physician;
25 (8) the procedures and policies to ensure that all applicable state and fedeial aws
26 to protect the confidentiality of individual medical records are followed;
27 (9) prohibitions against a private review agent entering a hospital to intervie-w a
28 patient unless the attending physician is advised of the interview with reasonable advance notice,
29 and the attending physician or the physician’s designee is allowed to attend the interview; ltU'i
3 0  p a rag rap h  d o e s  not applv. to a .fu llt im e , on-site rev iew  agen t:
31 (10) a prohibition against an incentive payment provision or plan contained in a

lines 1-3: language clarify in 
interested in individual biographies

ig tiial summary information would be sufficient ■ 
of all stall. (HAA, page 2)

not

line 5-6: provide for mental health professionals. (HAA, page 3)

line 10: According to Leg. Legal, more specific wording for "relevant" is not 
needed. It should be handled in regs. (Aetna, page 11)

line 15: According to Leg. Legal, it is clear that "in this state" refers to business 
hours in Alaska. It provides for flexibility in interpreting "normal business hours". (HAA, 
page 4)

lines 17-18: Requiring "attending physician" to be reasonably available to confer 
with UR physician. (HAA, page 5)

lines 29-30: Exempting full-time, on-site review agents, such as at Providence. 
(Aetna, page 12)



1 private review agent's contract wilh r.n entity paying for health care services under which the
2 agent's compensation is based on controlling the amount charged for services, duration of
3 services, or setting in which services are rendered and a prohibition against the agent receivi ng
4 the incentive payment;
5 (11) a copy of the written material intended to be available to patients and providers
6 to inform them of the requirements of the utilization review plan;
7 (12) a list of the health care insurers for which the private review agent is
8 performing utilization review in the state and a brief description of the services it is providing
9 for each client, including an affirmation that a payment incentive provision or plan prohibited

10 under MO) of this subsection does not exist with respect to each client;
11 (13) evidence of liability insurance carried by tht private review agent to cover
12 potential liability from its activities under this chapter in an amount, type, nature, and carrier
13 satisfactory to the department;
14 (14) provisions that, in the absence of fraudulent information or material
15 misrepresentation, prohibit retrospective denial of payment for treatment, except in cases of
16 policy limitations or exclusions, after it has been initially approved by the private review agent;
17 (15) other infornat'on the department determines to be appropriate.
18 Sec. 08.85.040. RENEWAL OF LICENSE, (a) The department shall renew the license
19 of a private review agent holding a license under AS 08.85.020 if, before the license expires, the
20 agent
21 (1) files an appl cation for renewal, including the information required unde*
22 AS 08.85.030(b), and submits the appropriate renewal fee; and
23 (2) meets the qualifications for issuance of a license under AS 08.85.020(t).
24 (b) An application for renewal of a private review agent license must nclude a list of
25 all complaints made to the agent by patients or providers and a brief description of how the
26 complaints were resolved, including the nature of the complaint, the review process, and the time
27 between the filing of the complaint and its resolution.
28 Sec. 08.85.050. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before
29 denying an application for a private review agent license or for renewal of a license, the
30 department shall provide the applicant with reasonable time to supply additional documentation
31 establishing that the applicant is en.itled to a license or to renewal of a license.

line 5 : Changes "sent" to "available". Corresponds to change on page 2,
line 18.

lines 9 -10 : Statute reference instead o f restating language. (HAA, page 7)

lines 14-15 : Changed "fraud" to "fraudulent information or material 
misrepresentation" to avoid the greater burden o f proof implied by fraud. (Aetna, 
page 13)



1 (b) An applicant who is denied a license or renewal of a license shall be afforded the
2 opportunity for a hearing. The hearing shall be conducled by the department. The hearing shall
3 be held in accordance with AS 44 62.330 - 44.62.630.
4 Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke a
5 license if the holder fails to comply with a utilization review plan filed by the holder under
6 AS 08.85.030(b) or otherwise violates a provision of this chapter or a regulation adopted under
7 his chapter.
8 (b) Before revoking a license under this section, the department shall provide the icense
9 holder with reasonable time to supply additional information demonstrating the holder's

10 compliance with the requirements of this chapter.
11 (c) A license holder whose license is proposed for revocation by the department shall be
12 afforded the opportunity for a hearing. The hearing shall be held in accordance with
13 AS 44.62.330 - 44.62.630.
14 Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (a) A patient or
15 provider may file a complaint with the department alleging that a private review agent is not in
16 compliance with this chapter or the regulations adopted under this chapter or with other
17 applicable federal or state law. The complaint may request that the department revoke the licer se
18 of the agent or require that the agent demonstrate to the department proof of compliance.
19 (b) Proceedings under this section shall be conducted in accordance with AS 44.62.330 -
20 44.62.630.
21 (c) Within 45.days of receiving a complaint, the.department shall nptify.UiB.patieQi.jy
22 pcayjfledUtie-CQ.mplainLis ipcompiets.Qr. lacks information.ayailabie to.the patient or provide;
23 PQcessarv_taa decision. The patient or provider shall suddIv the necessary information before
2 4  aiia fiis iQnm Lhe.-CQm p!ain t,
25 (d) If the department fails to render a decision on a complaint brought by a patient or
26 provider within 90 davs^OLwithin.45.davs alter an incomplete.complaint has been completed by
27 ihe-submission-of-the necessary information identified in (c) of this section, the patient or
28 provider mav bring suit in the superior court to compel the department to take an action specified
29 in (a) of this section.
30 (e) This section may not be construed to deprive a patient, a provider, a private re/iew
31 agent, or a health care insurer of a right available under other provisions of law.

lines 21-28 : Clarifying that "a complaint" must have provided all necessary 
information before a suit can be filed. (Aetna, page 13 & 14)



1 . - S e c . 0 8 .8 5 .0 8 0 . R EG U LA T IO N S . The departm en t sh a ll adop t regu la tions to im p lene rit
2  the p rov is ion s o f this chapter, including regu la tions
3  (1 ) estab lish ing license application and  renew a l fe e s  in an am ount su ffic ient to
4  pay  fo r the co s ts  to the departm en t c f adm inistering this chap te r;
5 (2 ) estab lish ing ru le s o f p rocedu re  cons is ten t with AS 4 4 .6 2 .3 3 0  - 4 4 .6 2 .6 3 0 .
6 S e c . 0 8 .8 5 .0 9 0 . EXEM PT IO N . A private review  agen t that op e ra te s  so le ly  under ;on trac t
7 with the federal government or an agency of the federal government for utilization review of
8 patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XV II
9 of the Social Security Act), 42 U.S C. 1396 - 1396s (Subchapter XIX of the Social Security Act),
10 and the Civilian Health and Medical Program of the Uniformed Services (CHAMPUS) is exempt
11 from the licensing requirements of this chapter.
12 Sec. 08.85.100. LIST CF PRIVATE REVIEW AGENTS. The department shall
13 periodically provide a list of licensed private review agents and the expiration date for their
14 licenses to all hospital utilization review programs and to other individuals or organizations
15 requesting the list. The department may charge a reasonable fee for providing the list.
16 Sec. 08.85.110. PATIENT CONFIDENTIALITY AND RECORDS, (a) A private review
17 agent may not disclose or p’ blish individual medical records or other confidential information
18 obtained in the performance of activities as a private review agent, except that an agent may
19 provide patient information to a third party to which the agent is under contract or with which
20 it is affiliated.
21 (b) A person seeking payment of a reimbursement for hospital or medical services mey
22 not invoke the privilege of confidentiality arising from a physician-patient relationship to
23 withhold pertinent information from review of those services by a private review agent.
24 (c) Notwithstanding the provisions of this chapter or another law, a patient is entitled to
25 inspect and copy records developed or maintained by a private review agent pertaining to the
26 health care rendered, being rendered, or proposed to be rendered to thepatient.
27 (d) This chapter may not be construed to allow a private review agent to take actions .hat
28 violate a state or federal statute or regulation concerning confidentiality of patient records.
29 Sec. 08.85.150. DEFINITIONS. In this chapter,
30 (1) "department" msans the Department of Commerce arid Economic
31 Development;



1 . • (2) "health care insurer” means a person in the business of making paymen:s for
2 the medical care of others, and includes an insurance company, a nonprofit health service plan,
3 a health maintenance organization, a preferred provider organization, an employee assistance
4 program, and a health insurance service organization;
5 (3) "private review agent" means a person who performs a utilization review ar d
6 who is affiliated with, under contract to, or acting on behalf of a person doing business in the
7 state, whether or not for profit, or of a health care insurer, but who is not affiliated with a
8 hospital;
9 (4) "provider" means a health care provider as defined in AS 18.23.070;
10 (5) “utilization review" means a system for reviewing the appropriate and e fici* mt
11 allocation of hospital and outpatient resources and services given, being given, or proposed t d
12 be given to a patient or group of patients, including the approval or denial, or recommendatio l
13 of approval or denial, of payment for hospital or medical services;
14 (6) "utilization review plan" means a description of the criteria, procedures, and
15 standards governing utilization review activities performed by a private review agent.
16 * Sec. 3. AS 44.62.330(a) is ame ided by adding a new paragraph to read:
17 (57) Departmeni of Commerce and Economic Development concerning the
18 icensing and regulation of private review agents under AS 08.85.
19 * Sec. 4. AS 08.85.080 and 08.85 150, enacted by sec. 2 of this Act, take effect immediately under
20 AS 01.10.070(c).

- 7 -



7-LS11S5\T.1 

Luckhaupt 

04/08/92

OFFERED IN THE HOUSE

TO: CSHB 269( ) (DRAFT DATED 4/07/92)

Page 1, line 1:

Delete "licensing and"

Page 1, lines 4 - 8:
Delete all material and insert:

"* Section 1. AS 18.20 is amended by adding new sections to read:
ARTICLE 5. PRIVATE REVIEW AGENTS.

Sec. 18.20.400. PURPOSE. The purpose of AS 18.20.400 - 18.20.490 is to"

Page 1, line 13:
Delete "state employers"
Insert "employers in the state"

*

Page 1, line 14:

Delete "are qualified to perform"

Insert "meet certain minimum standards in the performance of'

Page 2, line 1:
Delete "to make"
Insen "in making"

Page 2, line 4:
Delete "Sec. 08.85.020. LICENSE"
Insert "Sec. 18.20.410. REGISTRATION"

A M E N D M E N T



Page 2, line 6, following "unless" through line 8, following "contract.":
Delete all material.
Insert "the person has

(1) registered as a private review agent on a form provided by the department;
(2) provided the department a list of all health care insurers for which the person 

is providing utilization review services in this state and a brief description of the services 
provided to the insurer,

(3) filed with the department an affirmation that
(A) a payment incentive provision or plan prohibited under AS 18.20.420 

is not being utilized;
(B) the person has a utilization review plan that complies with the 

requirements of AS 18.20.420 that is available to patients and providers;
(C) the person will ensure confidentiality of patient information or records 

under AS 18.20.480;
(D) provided the department with evidence acceptable to the department 

of liability insurance carried by the private review agent to cover potential liability from 
its activities under AS 18.20.400 - 18.20.490 in an amount, type, nature, and earner 
satisfactory to the department.
(b) The department may set by regulation a fee for the registration of private review 

agents and other fees the department finds necessary to implement AS 18.20.400 - 18.20.490.

(c)"

Page 2, line 10, through "approves" on line 18:
Delete all material and insert:

"Sec. 18.20.420. UTILIZATION REVIEW PLAN. A private review agent registered 
under AS 18.20.410 shall have"

Page 2, line 23, following "system;" through line 25:
Delete all material.

Page 3, line 2:
Delete "unless requested by the department"



Page 4, lines 5 - 13:
Delete all material.

Renumber the following paragraphs accordingly.

Page 4, line 18, through page 5, line 29:
Delete all material and insert:

"Sec. 18.20.430. CRIMINAL AND CIVIL PENALTIES; SUSPENSION AND 
REVOCATION OF REGISTRATION; INJUNCTIONS, (a) A person who knowingly violates 
a provision of AS 18.20.400 - 18.20.490 is guilty of a class B misdemeanor.

(b) Notwithstanding (a) of this section, after a hearing the department may revoke or 
suspend the registration of a person and may fine a person up to $5,000 who knowingly violates 
a provision of AS 18.20.400 - 18.20.490, a regulation of the department adopted under 
AS 18.20.400 - 18.20.490, or an order of the department issued under AS 18.20.400 -18.20.490.

(c) The department may bring an action in the t ’erior court to enjoin a violation of 
AS 18.20.400 -18.20.490, to enforce compliance with a regulation adopted under AS 18.20.400 - 
18.20.490, or to enforce an order issued under AS 18.20.400 - 18.20.490. Evidence of a single 
act is sufficient to justify an injunction without evidence of a general course of conduct"

Reletter the following subsection accordingly.

Page 6, line 1:

Delete "Sec. 08.85.080."
Insert "Sec. 18.20.440."

After "regulations":
Insert "under AS 44.62 (Administrative Procedure Act)"

Page 6, line 2, following "of' through line 5:
Delete all material.
Insert "AS 18.20.400 - 18.20.490."

Page 6, line 6:
Delete "Sec. 08.85.090."

-3-



Insert "Sec. 18.20.450."

Page 6, line 11:
Delete "licensing requirements of this chapter"
Insert "requirements of AS 18.20.400 - 18.20.490"

Page 6, line 12:
Delete "Sec. 08.85.100."
Insert "Sec. 18.20.460."

Page 6, lines 13 - 14:
Delete "periodically provide a list of licensed private review agents and the expiration date for 

their licenses"
Insert "provide a list of private review agents on request"

Page 6, line 16:
Delete "Sec. 08.85.110."
Insert "Sec. 18.20.470."

Page 6, line 24:
Delete "this chapter"
Insert "AS 18.20.400 - 18.20.490"

Page 6, line 27:
Delete "This chapter"
Insert "AS 18.20.400 - 18.20.490"

Page 6, line 29:
Delete "Sec. 08.85.150."
Insert "Sec. 18.20.490."
Delete "this chapter"
Insert "AS 18.20.400 - 18.20.490"



Page 7, line 16:
Delete "* Sec. 3.” 
Insert "* Sec. 2.”

Page 7, line 18:
Delete "licensing and"
Delete "AS 08.85"
Insert "AS 18.20.400 - 18.20.490"

Page 7, line 19:

Delete "* Sec, 4. AS 08.85.080 and 08.85.150, enacted by sec. 2"
Insert "* Sec. 3. AS 18.20.450 and 18.20.490, enacted by sec. 1"

Page 7, following line 20:

Insert a new bill section to read:

"* Sec. 4. Except for AS 18.20.450 and 18.20.490, enacted by sec. 1 of this Act, this Act takes effect 
January 1, 1993."
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AM ENDM ENTS
by Boyer

Am endm ent #1

P age  4, line 10:
after "client;" add:

"an applicant shall annually report to the departm ent all c h a n g e s  
to the list of health care  insurers;"

Am endm ent #2

P age  4, line 25:
after "providers" add:

"during the most recent licensing period"

Am endm ent #3

Page  5, line 4:
after "revoke" add:

", su spend , or place on probation"
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CSHB 269: "Licensing and regulation of private health care review 
agents."

There is a need to hold down costs for employers providing a health care plan if 
those costs are being driven upward by unnecessary procedures and 
exaggerated hospital stays or after care. There is also a need to protect patients 
from being subjected to unnecessary procedures or medication.
Insurance companies have increasingly turned to utilization review firms to 
determine whether care procedures are or were warranted in individual cases. 
They also approve the length of hospital stay.
This bill seeks to provide assurance that these review firms and their employees 
possess the needed skills and education to accurately assess the procedures.
The bill requires the applicant to file a review plan but does not specify the basis 
on which the department may reject the plan.
The bill does not establish what is acceptable as guidelines for a standard 
review. Therefore, most of the review is discretionary.
Sec. 08.85.030(bX4XA): "Sufficient number of nurses" and "appropriate 
numbers of physicians" is too vague. If  the bill is trying to establish speedy 
handling or availability, perhaps it  needs to state hours and days (including 
week-ends) someone is available.

*;•Sec. 08.85.G30(bX6): 'The requirement that except in exceptional
circumstances" needs to be clarified.
Needs language requiring licensees to notify department when they are adding 
or dropping an insurer.
Sec. 08.86.0S0(b)(13): Needs to add to be set by regulations after "department*"
Sec. 08.85.040. RENEWAL OF LICENSE. (aXl) files an application for 
renewal, provides evidence ofLcurreat liability insurance, any change of the 
review plan [including the information] required under AS 08.85.030(b), and 
submits the appropriate renewal fee and . . . .
Sec. 08.85.040(b): An application for renewal of a private review license must 
include a list of all complaints made to the agent by patients or providers during 
the most recfint-hcengmg-poriod and a brief description. . . .
Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke, 
suspender place on probation a license-----
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Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (c) 90 days is 
probably not a  reasonable time to investigate, hold hearing and render a 
decision.

-
In summary, we do not oppose the bill, but have numerous concerns about the 
vagueness with which it is written.
In our opinion, too much of the review is discretionary.
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS A G E N C Y  
STATE OF ALASKA

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
M ail Stop 3101

240 Main Street, Suite 500
Juneau, Alaska 99801-2101

M E M O R A N D U M F e b r u a r y  2 1 , 1 9 9 2

S U B J E C T : S e c t io n a l  S u m m a r y  - C S H B  2 6 9 ( H E S )

T O : R e p r e s e n t a t i v e  M a r k  B o y e r  
A t t n :  F a w n  H e lm s

F R O M : J e r r y  L u c k h a u p t  
L e g is la t iv e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t io n a l  s u m m a r y  o f  C S H B  2 6 9 ( H E S ) ,  a n  A c t  p r o v id in g  f o r  
th e  l i c e n s in g  o f  p r i v a t e  h e a l t h  c a r e  r e v ie w  a g e n t s .  B e  a d v i s e d  t h a t  a  s e c t io n a l  
s u m m a r y  is  n o t  a n  a u t h o r i t a t i v e  i n t e r p r e t a t i o n  o f  t h e  b il l .  T h e  b il l  i t s e l f  is  t h e  b e s t  
s t a t e m e n t  o f  i t s  c o n t e n t s .

S e c t io n  1 o f  t h e  b il l  a p p l i e s  A S  0 8 .0 1  to  t h e  r e g u l a t i o n  o f  p r i v a t e  r e v i e w  a g e n t s .

S e c t io n  2  o f  t h e  b il l  is  t h e  s t a t u t o r y  m e a t  o f  t h e  b il l .  I t  a d d s  a  n e w  c h a p t e r  t o  A S  0 8 . 
A S  0 8 .8 5 .0 1 0  p r o v id e s  a  p u r p o s e  c la u s e .
A S  0 8 .8 5 .0 2 0  r e q u i r e s  t h a t  a  p e r s o n  w h o  s e e k s  t o  p e r f o r m  a  u t i l i z a t io n  r e v ie w  

(w h ic h  is a  s y s te m  to  r e v ie w  t h e  a p p r o p r i a t e  m e d ic a l  c a r e  to  b e  given » p a t i e n t ,  s e e  
A S  0 8 .8 5 .1 5 0 ( 5 ) ) ,  o n  b e h a l f  o f  a  h e a l t h  c a r e  in s u r e r  m u s t  b e  l i c e n s e d .

A S  0 8 .8 5 .0 3 0  p r o v i d e s  t h e  a p p l i c a t io n  p r o c e d u r e s  f o r  a  l i c e n s e .
A S  0 8 .8 5 .0 4 0  p r o v i d e s  f o r  r e n e w a l  o f  l i c e n s e s .
A S  0 8 .8 5 .0 5 0  p r o v i d e s  p r o c e d u r e s  f o r  d e n i a l  o f  a  l i c e n s e .
A S  0 8 .8 5 .0 6 0  p r o v i d e s  f o r  r e v o c a t io n  o f  l i c e n s e s .
A S  0 8 .8 5 .0 7 0  p r o v i d e s  f o r  c o m p la in ts  a g a i n s t  l i c e n s e e s .
A S  0 8 .8 5 .0 8 0  r e q u i r e s  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m ic  

D e v e l o p m e n t  t o  a d o p t  r e g u l a t i o n s  to  im p le m e n t  A S  0 8 .8 5 .
A S  0 8 .8 5 .0 9 0  e x e m p t s  f r o m  t h e  r e q u i r e m e n t s  o f  A S  0 8 .8 5  e m p lo y e e s  o r  

c o n t r a c t o r s  o f  t h e  f e d e r a l  g o v e r n m e n t .
A S  0 8 .8 5 .1 0 0  r e q u i r e s  t h e  d e p a r t m e n t  t o  p u b l i s h  a  l i s t  o f  l i c e n s e d  p r i v a t e  

r e v ie w  a g e n t s .
A S  0 8 .8 5 .1 1 0  p r o v i d e s  t h a t  m e d ic a l  r e c o r d s  o b t a i n e d  b y  a  p r i v a t e  r e v ie w  a g e n t  

a r e  c o n f id e n t i a l .
A S  0 8 .8 5 .1 5 0  p r o v id e s  d e f in i t io n s .



S e c t io n  3 o f  t h e  b il l  r e q u i r e s  t h e  d e p a r t m e n t  to  c o m p ly  w i th  t h e  c o n t e s t e d  c a s e  
p r o v i s io n s  o f  t h e  A P A  ( A S  4 4 .6 2 .3 3 0  - 4 4 .6 2 .6 3 0 )  w h e n  r e g u l a t i n g  p r i v a t e  r e v ie w  
a g e n t s .

S e c t io n  4  o f  t h e  b il l  p r o v i d e s  a n  e f f e c t iv e  d a t e .

R e p re se n ta tiv e  M a rk  B o y e r

F eb ru a ry  2 1 ,  19 9 2
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A l a s k a  S t a t e  L e g i s l a t u r e

L e g i s l a t i v e  R e s e a r c h  A g e n c y

P O. Box Y 
Ju n eau . VK 9 9 8 U - 3 I 0 0  

Phone: (907) 185.3891 
Fax: <907) »83-33.’il

June 3,  1991

MEMORANDUM

TO: R e p r e s e n t a t i v e  Mark Boyer

FROM: C h r i s t i n e  M. Cheff  
L e g i s l a t i v e  A n a ly s t

RE: U t i l i z a t i o n  Review S t a t u t e s  1n Other  S t a t e s
Research Request  91.270

You asked f o r  a comparison  o f  l i c e n s i n g  and c e r t i f i c a t i o n  laws fo r  p r i v a t e  
h e a l th  ca re  rev iew a g e n t s  in  the  s t a t e s  o f  A rkansas ,  Maine, Maryland,  and South 
C a ro l in a ,  and f o r  i n fo rm a t io n  about th e  im plementa t ion  o f  those  laws.  
A d d i t i o n a l l y ,  you asked  f o r  a sample o f  u t i l i z a t i o n  review b i l l s  from those  
pending in  the  s t a t e s  o f  F l o r i d a ,  G eorg ia ,  I l l i n o i s ,  M assachuse t t s ,  North 
C aro l ina  and P e n n sy lv an ia .

U t i l i z a t i o n  rev iew (UR) i s  a s e r v i c e  conducted p r i m a r i l y  by o r  f o r  an i n s u r e r  
to  de term ine  whether  t h e  c o s t  a s s o c i a t e d  w i th  p r o v i d in g  h e a l t h  ca re  s e r v i c e s  
to  a p a t i e n t  should  be pa id  by th e  i n s u r e r .  I t  i s  t h e  p r i v a t e  review agent 
who makes t h a t  d e t e r m i n a t i o n .  Hosp i ta l  s e r v i c e s  such as p re -ad m is s io n ,  second 
s u rg i c a l  o p in i o n s ,  medical  n e c e s s i t y ,  l e n g t h - o f - s t a y ,  and th e  medical  s e r v i c e  
d e l i v e r y  s i t e  can be in c lu d ed  in  u t i l i z a t i o n  rev iew .  The UR process  u s u a l l y  
involves  rev iew ing  a p a t i e n t ' s  medical  r e c o rd s  o r  examinat ion  o f  the p a t i e n t  
and can tak e  p l a c e  b e f o r e ,  d u r in g  or  a f t e r  a h o s p i t a l  s t a y  o r  t h e  r e c e i p t  o f  
h e a l th  c a re  s e r v i c e .

According t o  i n s u r e r s ,  t h e  purpose  or uR i s  to  c o n t r o l  c o s t s  w hi le  a s s u r in g  
t h a t  the  q u a l i t y  o f  h e a l t h  c a re  i s  m a in t a in e d .  Health  c a r e  p ro v id e r s  
g e n e r a l l y  su pp or t  t h o s e  o b j e c t i v e s  but have some concerns  about the way in

1 In t h i s  memo, p r i v a t e  h e a l t h  c a r e  rev iew a g e n t s  w i l l  be r e f e r r e d  to  as 
"review agen ts"  o r  " a g e n t s , "  and " c e r t i f i c a t e "  i s  synonymous w i th  l i c e n s e .

2 The Annotated Code o f  Maryland 1 9 9 0  [ S e c t i o n  1 9 - 1 3 0 1 ( b ) ] d e f i n e s  
u t i l i z a t i o n  rev iew as  "a system fo r  rev iew ing  t h e  a p p r o p r i a t e  and e f f i c i e n t  
a l l o c a t i o n  o f  h o s p i t a l  r e s o u r c e s  and s e r v i c e s  g iv e n  o r  proposed t o  be g iven  to  
a p a t i e n t  o r  group o f  p a t i e n t s "  ( see  Attachment  A).

3 The Iowa D i v i s i o n  o f  In su ra n c e ,  Presentation to the Fiscal Committee (of
the Legislative Council) ,  J u l y  1 8 ,  1990 .
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STATE

ARKANSAS

MAINE

MARYLAND

GRANTING
AGENCY

Board o f  
H ea l th

Bureau o f  
In su rance

S e c r e t a r y  o f  
Heal th  & Mental 

Hygiene

LICENSE OR 
CERTIFICATE

C e r t i f i c a t e

License

C e r t i f i c a t e

TERM

2 y r s

1 y r

APPL.
FEE

S I , 500

S400

2 y r s  $1,500

WAIVERS* 
GRANTED TO

Agents under c o n t r a c t  
to  the f ed e ra l  
gove rnm en t ,  home 
h e a l th  ag enc ies ,  p r e ­
f e r r e d  p r o v i d e r s ,  
c l i n i c s ,  p r i v a t e  
o f f i c e s ,  pharmacists .

In su re rs ,  no n p ro f i t s ,  
HMOs, p r e f e r r e d  
p r o v id e r s .

Agents under c o n t a c t  
to  the f e d e ra l  
government.

SOUTH
CAROLINA

In su rance
Commissioner

C e r t i f i c a t e 2 y r s  $400 In s u r e r s  & HMOs
1icensed o r  r e g u l a t e d  
by Department o f  
Insurance .

♦Private rev iew a g e n t s  who meet th e se  c r i t e r i a  a r e  no t  r e q u i r e d  to  ob ta in  a 
c e r t i f i c a t e  o r  l i c e n s e  t o  perform u t i l i z a t i o n  rev iew .

Minimum A p p l i c a t i o n  Requirements

An a p p l i c a n t  f o r  a UR c e r t i f i c a t e  o r  l i c e n s e  must submit the  fo llowing 
in fo rm a t ion  t o  t h e  d e s i g n a t e d  g ra n t in g  a u t h o r i t y .

1. A u t i l i z a t i o n  rev iew  plan which in c lu d e s :

a.  a d e s c r i p t i o n  o f  review s t an d a rd s  and p ro ce d u re s  used fo r  
e v a l u a t i o n  o f  h o s p i t a l  c a r e ;

b.  t h e  c i r c u m s ta n c e s  under which UR would be d e l e g a t e d  to  
a h o s p i t a l  *JR program (Maryland o n ly ) ;

c .  t h e  p ro c e s s  by which p a t i e n t s ,  p h y s i c i a n s ,  and h o s p i t a l s  appeal an 
adverse  d e c i s i o n .

2. The type  and q u a l i f i c a t i o n s  o f  pe rsonne l  who w i l l  perform UR.
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A l a s k a  S t a t e  L e g i s l a t u r e

L e g i s l a t i v e  R e s e a r c h  A g e n c y

P.O. Bo* Y 
Ju n eau , \K  9 0 8 1 1 -3 1 0 0  

Phone: (007) 16V 3B 0I 
Fax: 19071 183-3351

June 3, 1991

MEMORANDUM

TO: R e p r e s e n t a t i v e  Mark Boyer

FROM: C h r i s t i n e  M. C heff  .
I r l  s + i i m  A n s i u r fL e g i s l a t i v e  A na ly s t

RE: U t i l i z a t i o n  Review S t a t u t e s  1n Other  S t a t e s
Research Reques t  91.270

You asked f o r  a comparison o f  l i c e n s i n g  and c e r t i f i c a t i o n  laws fo r  p r i v a t e  
h e a l t h  c a r e  rev iew  a g e n t s  in  the  s t a t e s  o f  A rkan sas ,  Maine,  Maryland,  and South 
C a ro l in a ,  and f o r  i n fo rm a t io n  about t h e  im plem en ta t ion  o f  those  laws.  
A d d i t i o n a l l y ,  you asked  f o r  a sample o f  u t i l i z a t i o n  rev iew b i l l s  from th ose  
pending in  t h e  s t a t e s  o f  F lo r i d a ,  Georg ia ,  I l l i n o i s ,  M assachuse t ts ,  North 
C aro l ina  and P e n n sy lv a n ia .

U t i l i z a t i o n  rev iew  (UR) i s  a s e rv i c e  conducted p r i m a r i l y  by o r  f o r  an i n s u r e r  
to  de term ine  w he the r  t h e  c o s t  a s s o c i a t e d  w i th  p r o v i d in g  h e a l t h  ca re  s e r v i c e s  
to  a p a t i e n t  shou ld  be pa id  by the  i n s u r e r /  I t  i s  t h e  p r i v a t e  review agent 
who makes t h a t  d e t e r m i n a t i o n .  Hosp i ta l  s e r v i c e s  such as p re -ad m is s io n ,  second 
s u rg i c a l  o p i n i o n s ,  medical  n e c e s s i t y ,  l e n g t h - o f - s t a y ,  and th e  medical s e r v i c e  
d e l i v e r y  s i t e  can be inc luded  in u t i l i z a t i o n  r e v ie w .  The UR process  u s u a l l y  
involves  rev iew ing  a p a t i e n t ' s  medical  r e c o rd s  o r  examinat ion  o f  the p a t i e n t  
and can t a k e  p l a c e  b e f o r e ,  du r ing  o r  a f t e r  a h o s p i t a l  s t ay  o r  t h e  r e c e i p t  o f  
h e a l th  ca re  s e r v i c e .

According to  i n s u r e r s ,  t h e  purpose o f  UR i s  to  c o n t r o l  c o s t s  while  a s s u r in g  
t h a t  the  q u a l i t y  o f  h e a l t h  ca re  i s  m a i n t a i n e d /  Heal th c a r e  p ro v id e r s  
g e n e r a l l y  su p p o r t  t h o s e  o b j e c t i v e s  but have some concerns  about the way in

1 In t h i s  memo, p r i v a t e  h e a l th  c a re  rev iew  a g e n t s  w i l l  be r e f e r r e d  t o  as 
"review ag en ts "  o r  " a g e n t s , "  and " c e r t i f i c a t e "  i s  synonymous wi th  l i c e n s e .

2The Annota ted  Code o f  Maryland 1990 [ S e c t i o n  19-1301( b ) ] d e f i n e s  
u t i l i z a t i o n  rev iew  as  "a system fo r  rev iewing t h e  a p p r o p r i a t e  and e f f i c i e n t  
a l l o c a t i o n  o f  h o s p i t a l  r e s o u rc e s  and s e r v i c e s  g i v e n  o r  proposed to  be given  to  
a p a t i e n t  o r  group o f  p a t i e n t s "  (see  Attachment A).

3 The Iowa D i v i s i o n  o f  In su ra n c e ,  Presentation to the Fiscal Committee (of
the Legislative Council) ,  J u l y  18 , 1990 .
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which UR i s  conduc ted .  They b e l i e v e  t h a t  t h e  p rocedu res  and c r i t e r i a  used to  
make UR d e c i s i o n s  should be a v a i l a b l e  t o  p a t i e n t s  and p r o v i d e r s  and t h a t  
d e t e r m in a t i o n s  t o  deny medical  s e r v i c e s  should  be made by o r  in  c o n s u l t a t i o n  
wi th  a p h y s ic i a n  q u a l i f i e d  in the  a rea  o f  medic ine r e l a t e d  t o  a p r e s c r i b e d  
c o u rse  o f  t r e a t m e n t .  Because t h e r e  a re  no r e g u l a t i o n s  to  en su re  t h a t  t h e s e  o r  
o t h e r  a re a s  of  conce rn  a re  addre ssed  by p r i v a t e  rev iew a g e n t s ,  many h e a l t h  c a r e  
p r o v i d e r s  favor  th e  passage  o f  laws r e q u i r i n g  t h a t  on ly  c e r t i f i e d  o r  l i c e n s e d  
a g e n t :  be al lowed t o  conduct UR a c t i v i t i e s .

COMPARISON OF CERTIFICATION/LICENSING LAWS

Maryland was one o f  t h e  f i r s t  s t a t e s  (1988) t o  adopt a c e r t i f i c a t i o n  law f o r  
" n o n h o s p i t a l - a f f i l i a t e d "  a g e n t s  who perform u t i l i z a t i o n  rev iew  (UR) f o r  
b u s in e s s  e n t i t t e s  o r  " t h i r d  p a r ty "  p r o v i d e r s  o r  h o s p i t a l  a d m i n i s t r a t o r s  
(Attachment A).  Serving as a model f o r  t h e  laws adopted in  A rkansas ,  Maine 
and South C a ro l in a  (Attachments  B-D), th e  Maryland law is  in ten d ed  t o :

a.  promote d e l i v e r y  o f  q u a l i t y ,  c o s t - e f f e c t i v e  h e a l t h  c a r e ;

b.  f o s t e r  g r e a t e r  c o o r d i n a t i o n  between payors  and p r o v i d e r s  o f  UR;

c .  ensure  t h a t  p r i v a t e  rev iew  a g en ts  a r e  q u a l i f i e d  to  perform UR and t o  
make medical ca re  d e c i s i o n s ;  and

d .  ensure  c o n f i d e n t i a l i t y  o f  medical  r e c o r d s .

To o b t a i n  a c e r t i f i c a t e  t o  engage in  UR, an agen t  must apply  to. t h e  s t a t e  
agency d e s ig n a te d  by s t a t u t e  t o  <rrant t h e  c e r t i f i c a t e  or  l i c e n s e /

The fo l low ing  t a b l e  p r e s e n t s  g e n e ra l  i n fo rm a t io n  about s t a t u t o r y  p r o v i s i o n s  
conce rn ing  c e r t i f i c a t i o n  o r  l i c e n s u r e  in  th e  fo u r  s t a t e s  whose laws we 
rev iew ed .  I t  i s  fo l low ed  by more d e t a i l e d  in fo rm a t ion  about a p p l i c a t i o n  
r e q u i r e m e n t s ,  f e e s  and th e  d e n i a l / r e v o c a t i o n  p r o c e s s .

4 Bi 11 A n a ly s i s ,  House B i l l  2503, 87 th  General  Assembly, S t a t e  o f  I l l i n o i s ,  
1991 and 1992 ( s e e  Attachment  H).

• 'Arkansas law ( S e c t i o n  20-9-907) f u r t h e r  r e q u i r e s  t h a t  "every  h e a l t h  
i n su ran ce  p l a n / i n s u r e r  p ropos ing  to  i s s u e  o r  d e l i v e r  a h e a l t h  in su r a n c e  p o l i c y  
o r  c o n t r a c t  o r  a d m in i s t e r  a h e a l t h  b e n e f i t  program which p ro v id es  f o r  the  
coverage  o f  h o s p i t a l  and medical  b e n e f i t s  and th e  UR o f  th ose  b e n e f i t s  s h a l l : "  
have a c e r t i f i c a t e  o r  " c o n t r a c t  w i th  a c e r t i f i c a t e d  p r i v a t e  rev iew  a g e n t .  . ."  
( see  Attachment B).

6 The a p p l i c a t i o n ,  an nu a l ,  and renewal f e e s  a re  e s t a b l i s h e d  by s t a t u t e  in 
Maine and South C a r o l i n a ,  by r e g u l a t i o n  in  Arkansas and Maryland.
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STATE GRANTING
AGENCY

LICENSE OR 
CERTIFICATE

TERM APPL.
FEE

WAIVERS* 
GRANTED TO

ARKANSAS Board o f  
H ea l th

C e r t i f i c a t e 2 y r s S! ,500 Agents under c o n t r a c t  
t o  the  f ed e ra l  
go v e rn m en t ,  home 
h e a l t h  a g e n c ie s ,  p r e ­
f e r r e d  p r o v i d e r s ,  
c l i n i c s ,  p r i v a t e  
o f f i c e s ,  pharmacis ts .

MAINE Bureau o f  
In su rance

License 1 y r $400 In su re rs ,  n o n p ro f i t s ,  
HMOs, p r e f e r r e d  
p r o v id e r s .

MARYLAND S e c r e t a r y  o f  
H eal th  & Mental 

Hygiene

C e r t i f i c a t e 2 y r s $1,500 Agents under c o n t a c t  
t o  the  f e d e ra l  
government.

SOUTH
CAROLINA

In su rance
Commissioner

C e r t i f i c a t e 2 y r s $400 I n s u r e r s  & HMOs 
1 icensed o r  r e g u l a t e d  
by Department o f  
In surance .

♦Private rev iew a g e n t s  who meet th e se  c r i t e r i a  a r e  n o t  r e q u i r e d  to  ob ta in  a 
c e r t i f i c a t e  o r  l i c e n s e  t o  perform u t i l i z a t i o n  rev iew .

Minimum A p p l i c a t i o n  Requirements

An a p p l i c a n t  f o r  a HR c e r t i f i c a t e  o r  l i c e n s e  must submit  t h e  fo llowing 
in fo rm a t ion  to  th e  d e s ig n a t e d  g r a n t in g  a u t h o r i t y .

1. A u t i l i z a t i o n  rev iew  plan  which i n c lu d e s :

a.  a d e s c r i p t i o n  o f  review s t a n d a rd s  and p ro ce d u re s  used fo r  
e v a l u a t i o n  o f  h o s p i t a l  c a re ;

b. t h e  c i r c u m s ta n c e s  under which UR would be d e le g a t e d  to  
a h o s p i t a l  UR program (Maryland o n ly ) ;

c .  the  p ro c e s s  by which p a t i e n t s ,  p h y s i c i a n s ,  and h o s p i t a l s  appeal an 
adverse  d e c i s i o n .

2.  The type and q u a l i f i c a t i o n s  o f  personnel who w i l l  pe rform UR.
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3. Procedures  and p o l i c i e s  t o  en su re  a c c e s s i b i l i t y  to  th e  rev iew  agen t  by 
p a t i e n t s  and p r o v id e r s  d u r in g  normal 1 n - s t a t e  b u s in e s s  h o u r s ,  f i v e  days 
p e r  week.

4 .  Copies o f  m a t e r i a l s  used t o  inform p a t i e n t s  and p r o v i d e r s  o f  UR plan 
req u i rem e n ts .

5. A g u a ra n te e  o f  c o n f i d e n t i a l i t y  o f  i n d iv id u a l  medical r e c o r d s  reviewed 
d u r in g  th e  UR p r o c e s s .

6. A l i s t  o f  t h i r d - p a r t y  payo rs  f o r  whom the  agen t  i s  pe r fo rm ing  UR in  th e  
s t a t e .

D e n ia l /R e v o ca t io n  o f  C e r t i f i c a t e  o r  License

A c e r t i f i c a t e  o r  l i c e n s e  a p p l i c a t i o n  w i l l  be den ied  i f  i t  does  n o t  meet the
s t a t u t o r y  requ i rem en ts  o u t l i n e d  above,  o r  i f  i t  v i o l a t e s  a p p l i c a b l e
r e g u l a t i o n s .  Once i s su e d ,  c e r t i f i c a t e s  and l i c e n s e s  a re  s u b j e c t  to  p e r i o d i c  
rev iew  a t  the  d i s c r e t i o n  o f  t h e  i s s u i n g  a g e n c y /  F a i l u r e  t o  comply with  
d e f in e d  s t a n d a rd s  and p ro c e d u re s ,  a p p l i c a b l e  r e g u l a t i o n s ,  o r  o r d e r e d  c o r r e c t i v e  
a c t i o n s  can r e s u l t  in t h e  im p o s i t i o n  o f  a f i n e ,  o r  su spens ion  o r  r e v o c a t i o n  o f  
t h e  c e r t i f i c a t e .

F ines  a re  imposed through d i f f e r e n t  p r o c e s s e s .  A u t h o r i z a t i o n  f o r  th e
im p o s i t io n  o f  a c i v i l  p e n a l t y  no t  to  exceed $1,000 i s  g iven  t o  the
S u p e r in t e n d e n t  o f  the  Bureau o f  In su ran ce  in Maine and th e  C h ie f  In su rance  
Commissioner in South C a ro l i n a .  " V i o l a t i o n  o f  p r o v i s io n s  o f  law o r  r e g u l a t i o n s  
i s  a misdemeanor wi th  a f i n e  on c o n v i c t i o n  o f  not  more than  $1 ,000" in  Arkansas 
and Maryland.  A f t e r  th e  f i r s t  c o n v i c t i o n ,  "each day a v i o l a t i o n  i s  c o n t in u ed  
i s  a s e p a r a t e  o f f e n s e . "

Appeal o f  A p p l i c a t i o n  Denial  o r  C e r t i f i c a t e / L i c e n s e  Revocation

All  o f  t h e  laws we reviewed in c l u d e  a p r o v i s io n  a l lowing  t h e  a p p l i c a n t  o r  
c e r t i f i c a t e  h o ld e r  a r e a s o n a b le  amount o f  t ime t o  supply  r e q u i r e d  compliance 
i n fo rm a t io n  b e fo re  an a p p l i c a t i o n  i s  den ied  o r  a c e r t i f i c a t e  i s  r e v ok ed .  An 
a p p l i c a n t  o r  c e r t i f i c a t e  h o l d e r  may r e q u e s t  a hea r in g  b e fo re  t h e  g r a n t i n g  
a u t h o r i t y  and must be n o t i f i e d  30 days  in  advance o f  th e  s ched u led  h e a r in g  
d a t e .  A d d i t i o n a l l y ,  in Arkansas and Maryland h e a r in g  d e c i s i o n s  can be appea led  
t o  th e  c o u r t s .

Maine (S ec t ion  2774) and South  C a ro l in a  (S e c t i o n  38-70-40)  s t a t u t e s  a l s o  
s p e c i f y  th e  use o f  te l eph one  a u d i t s  t o  de te rm ine  compliance w i th  t h e  req u i rem e n t  
t h a t  a g en ts  a re  " reasonab ly  a c c e s s i b l e . "



R e p re s e n t a t i v e  Boye r
June 3 ,  1991
Page 5

Other  S t a t u t o r y  P rov is io ns

There a re  c e r t a i n  unique s t a t u t o r y  p r o v i s i o n s  in each o f  the  s t a t e s  whose laws 
we rev iewed.  The fo l low ing  i s  a l i s t  o f  t h o s e  worth n o t in g .

MAINE - The Bureau o f  In su rance  must "compile  and m a in ta in  a c u r r e n t  l i s t i n g  
o f  p e r s o n s ,  p a r t n e r s h i p s  o r  c o r p o r a t i o n s "  l i c e n s e d  under s t a t u t e  (S ec t ion  
2771).  I t  i s  the  on ly  s t a t e  o f  th ose  reviewed which has no s t a t u t o r y  
p r o h i b i t i o n  a g a i n s t  t r a n s f e r r i n g  a c e r t i f i c a t e  o r  l i c e n s e .

MARYLAND - The S e c r e t a r y  o f  Heal th  and Mental Hygiene i s  r e q u i r e d  to  
p e r i o d i c a l l y  p rov ide  a l i s t  o f  c e r t i f i e d  p r i v a t e  rev iew agen ts  and t h e i r  
c e r t i f i c a t e  renewal d a t e s  t o  the  Chamber o f  Commerce, t h e  h o s p i t a l  a s s o c i a t i o n ,  
h o s p i t a l  UR programs, and o t h e r  bu s in es s e s  o r  l a b o r  o r g a n i z a t i o n s  r e q u e s t in g  
th e  l i s t  (S ec t io n  19-1309).

A 1990 amendment t o  Maryland law prov ides  g u i d e l i n e s  t o  be fo l lowed by agen ts  
rev iewing s e r v i c e s  f o r  th e  t r e a tm e n t  o f  a lc o h o l i s m ,  drug abuse ,  or  mental 
i l l n e s s .  In p a r t i c u l a r  i t  r e q u i r e s  t h a t  d e t e r m in a t i o n s  f o r  de n ia l  o r  r e d u c t io n  
in coverage o f  t h e s e  s e r v i c e s  must be made by "a p h y s i c i a n ,  o r  a panel  o f  o t h e r  
a p p r o p r i a t e  h e a l t h  c a re  p r o v id e r s  wi th  a t  l e a s t  1 p h y s ic ia n "  whose 
q u a l i f i c a t i o n s  meet s t a t u t o r y  d e f i n i t i o n s  (Attachment E).

SOUTH CAROLINA - P r i v a t e  rev iew agents  co nd uc t in g  UR in  t h e  s t a t e  o f  South 
C a ro l in a  on the  e f f e c t i v e  d a te  o f  th e  law were al lowed 90 days to  submit  
a p p l i c a t i o n s  f o r  c e r t i f i c a t i o n .  The In su rance  Commissioner then  had s i x  months 
from r e c e i p t  o f  th e  a p p l i c a t i o n  t o  a c t .  During t h e  t r a n s i t i o n  p e r io d ,  agen ts  
were al lowed to  co n t in u e  UR a c t i v i t i e s  " s u b j e c t  to  t h e  j u r i s d i c t i o n  o f  the  
commiss ioner. "  [S e c t io n  3 8 -70 -20 (A)]

IMPLEMENTATION OF CERTIFICATION/LICENSURE LAWS

The Arkansas ,  Maine, Maryland and South C a ro l in a  laws r e q u i r i n g  c e r t i f i c a t i o n  
o r  l i c e n s u r e  o f  p r i v a t e  u t i l i z a t i o n  agents  wete  passed between 1988 and 1990, 
and implemented d u r in g  th e  f i s c a l  y e a r  beg inn ing  J u l y  1, 1990. The number o f  
c e r t i f i c a t e s  o r  l i c e n s e s  i s s u e d  ranges from 12 in Maine to  85 in South 
C a ro l i n a .  A l ison  Bane, c o n t r a c t  examiner f o r  the  Maine Bureau o f  In su ran ce ,  
s a id  he r  d e p a r tm e n t ' s  b i g g e s t  problem i s  de te rm in in g  t h e  number o f  UR agen ts  
o p e r a t i n g  in the  s t a t e .  They have r ec e iv ed  15 a p p l i c a t i o n s  s in c e  t h e  February 
9,  1991 implementa tion d e a d l i n e .  R e p r e s e n t a t i v e s  o f  each s t a t e ' s  c e r t i f i c a t e  
g r a n t i n g  agency b e l i e v e  t h a t  compliance w i th  t h e  law w i l l  be v o lu n t a r y ,  however 
they  a re  a l s o  r e l y i n g  on th e  h o s p i t a l s  to  r e p o r t  v i o l a t i o n s .  Copies o f  the  
Maine and South C a ro l in a  a p p l i c a t i o n  packages a re  a t t a c h e d  (Attachments F andG).
Only a few a p p l i c a t i o n s  f o r  c e r t i f i c a t i o n  have been denied by th e  South 
C a ro l in a  Department o f  In su ra n c e .  Those d e n i a l s  were f o r  f a i l u r e  o f  the  
a p p l i c a n t  to  submit  a l l  r e q u i r e d  in fo rm a t io n .  According t o  Tim Baker,  d i r e c t o r
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o f  th e  U t i l i z a t i o n  Review s e c t i o n ,  t h e  number Is  low because  a p p l i c a n t s  a re  
forewarned they  w i l l  be charged  an a d d i t i o n a l  $400 fee t o  r e - a p p l y .  He 
r e c e i v e s  a s u b s t a n t i a l  number o f  phone c a l l s  from agents r e q u e s t i n g  p r e f i l i n g  
gu idance .

D esp i te  an e s t im a ted  60 t o  70 c o m p la in t s  concern ing  review a g e n t s  r e c e iv e d  each 
month (a lmost  95 p e r c e n t  from p h y s i c i a n s ) ,  Mr. B aker 's  o f f i c e  has no t  ac ted  to  
suspend o r  revoke any c e r t i f i c a t e s .  Approximately o n e - h a l f  o f  t h e  p r i v a t e  
a g e n t s  doing bu s in ess  in  South C a ro l in a  a re  companies l o c a t e d  wes t  o f  the  
M i s s i s s i p p i  and most problems a re  n e c e s s a r i l y  re so lved  th ro u g h  te lephone  
n e g o t i a t i o n .  Mr. Baker b e l i e v e s  i t ' s  im por tan t  to  meet with  rev iew  ag en ts  and 
p r o v i d e r s  t o  work a t  s o l v i n g  th e  problems, but  h i s  i s  a on e -p e r so n  o p e ra t io n  
w i th o u t  t h e  re s o u rc e s  to  do so .  S t a f f  and budget l i m i t a t i o n s  have a l so  
r e s t r i c t e d  h i s  a b i l i t y  t o  conduct  the  p e r io d i c  reviews and a u d i t s  o f  
c e r t i f i c a t e  ho lde rs  mandated by s t a t u t e .  According to  Mr. Baker ,  l e g i s l a t o r s  
and r e g u l a t o r s  u n d e re s t im a te d  th e  number o f  p r i v a t e  review a g e n t s  t h a t  would 
o p e r a t e  in  th e  s t a t e ,  t h e  number o f  co m p la in ts  t h a t  would be r e c e i v e d ,  and the  
amount o f  t ime r e q u i r e d  f o r  im plementa t ion  o f  t h e  laws.

M ary land 's  c e r t i f i c a t i o n  law i s  a "money maker" but "not e f f e c t i v e "  accord ing  
t o  B i l l  D a r r i l l ,  deputy  d i r e c t o r  o f  t h e  O f f ice  o f  Licensing and C e r t i f i c a t i o n .  
He says  o r i g i n a l  l e g i s l a t i o n  proposed by th e  Maryland H osp i ta l  A s s o c i a t i o n  was 
an a t t e m p t  to  c r e a t e  a s t a n d a r d i z e d  u t i l i z a t i o n  review fo rmula  f o r  h o s p i t a l s  
t o  fo l lo w .  I t  i n c lu d e d  a p r o v i s i o n  t h a t  t h e  UR p lan  su b m i t ted  with  
a p p l i c a t i o n s  f o r  c e r t i f i c a t i o n  would be made a v a i l a b l e  t o  p r o v i d e r s  and 
p a t i e n t s .  But through lo bby ing  e f f o r t s  on the  p a r t  o f  p r i v a t e  rev iew  agents  
t h a t  p r o v i s io n  was d e l e t e d .  Denise M a t r i c c i a n i ,  d i r e c t o r  o f  L e g i s l a t i v e  
S e r v i c e s  a t  t h e  Maryland H o s p i t a l  A s s o c i a t i o n  was involved w i th  d r a f t i n g  the  
o r i g i n a l  b i l l .  According t o  h e r ,  rev iew  agents  contended t h a t  UR s t a n d a r d s  and 
c r i t e r i a  a r e  p r o p r i e t a r y  i n fo rm a t i o n  and r e l e a s e  to  the p u b l i c  would prov ide  
an advantage  to  t h e i r  c o m p e t i t o r s .  But the  e f f o r t  to  amend s t a t u t e s  f o r  
i n c l u s i o n  o f  a p r o v i s io n  t o  make UR p l a n s  a v a i l a b l e  to  p a t i e n t s  and p r o v id e r s  
i s  s t i l l  underway. L e g i s l a t o r s  w i l l  be working on a new b i l l  d u r in g  t h i s  
summer's i n t e r i m .  Ms. M a t r i c c i a n i  a l s o  s a id  t h e r e  have been r e p o r t s  by some 
h o s p i t a l s  t h a t  review a g e n t s  a r e  be ing more co op era t ive  about p rov id in g  
in fo rm a t io n  concern ing  UR s t a n d a r d s .

PENDING LEGISLATION

Copies o f  pending l e g i s l a t i o n  f o r  t h e  c e r t i f i c a t i o n  o f  p r i v a t e  UR agen ts  in 
I l l i n o i s  and M assach use t t s  a r e  a t t a c h e d .

The I l l i n o i s  Hosp ita l  A s s o c i a t i o n  su p p o r t s  House B il l  2503 to  c r e a t e  " the  
P a t i e n t  P r o t e c t i o n  in U t i l i z a t i o n  Review A c t . "  The b i l l  i n c l u d e s  a p r o v i s io n

8 Thesame p r o v i s i o n  as  in c lu d ed  in  your  House B i l l  269 [S ec .  0 8 . 8 5 . 0 3 0 ( b ) ] .
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f o r  making UR p rocedu res  and c r i t e r i a  a v a i l a b l e  to p a t i e n t s  and p r o v i d e r s .  I t  
would a lso  g r a n t  r e c i p r o c i t y  to UR ag en ts  who a re  " c e r t i f i e d ,  l i c e n s e d ,  o r  
o th e rw ise  a u th o r i z e d  to  conduct u t i l i z a t i o n  review under the  laws o f  a n o th e r  
s t a t e  . . . "  1f  th ey  are  1n s u b s t a n t i a l  agreement with  th e  I l l i n o i s  law. 
(Attachment H)

Three UR b i l l s  were in t roduced  in M assach use t t s - -one  each from th e  h o s p i t a l  
a s s o c i a t i o n ,  medical  s o c i e t y ,  and p s y c h i a t r i c  a s s o c i a t i o n .  The House Heal th  
Care Committee i s  a t t em p t in g  to  r e d r a f t  a b i l l  which w i l l  meet the  concerns  o f  
a l l  h e a l t h  c a r e  p r o v i d e r s .  Two o f  th e  i s s u e s  which t h e  b i l l  w i l l  address  a r e :

a r eq u i rem en t  t h a t  a q u a l i f i e d  ph y s ic ian  be involved  in any 
d e t e r m in a t i o n  to  deny c la im s  f o r  t h i r d - p a r t y  re imbursement  o f  
s e r v i c e s  provided o r  t o  be provided to  a p a t i e n t ,  and

a req u i rem e n t  t f j a t  p r i v a t e  rev iew agents  c a r r y  l i a b i l i t y  in su ran ce  
(Attachment I ) .

ADDITIONAL INFORMATION

We have enc losed  a d d i t i o n a l  in fo rm at ion  which might a l s o  be o f  i n t e r e s t  t o  you.

The American Managed Care and Review A s s o c ia t i o n  (AMCRA) i s  a t r a d e  a s s o c i a t i o n  
l o c a t e d  in Washington,  DC which su p p o r t s  c u r r e n t  e f f o r t s  t o  e s t a b l i s h  a 
n a t i o n a l  s t a n d a r d  f o r  UR agents  under t h e  U t i l i z a t i o n  Review A c c r e d i t a t i o n  
Commission (URAC). D i r e c t o r  o f  S t a t e  A f f a i r s  Stephen Lamb says  AMCRA b e l i e v e s  
" th e  a c c r e d i t a t i o n  process  i s  f a r  s u p e r i o r  t o  e s t a b l i s h i n g  an expens ive  s t a t e  
r e g u l a t o r y  s t r u c t u r e . "  A copy o f  URAC s t and a rds  and some background 
in fo rm at ion  i s  a t t a c h e d  (Attachment J ) .

Model s t a t e  u t i l i z a t i o n  review b i l l s  d r a f t e d  by the  American Medical 
A sso c ia t i o n  a r e  a l s o  a t t a c h e d  (Attachment K).

I hope t h i s  i n fo rm a t io n  w i l l  be u s e f u l .  P lease  do no t  h e s i t a t e  to  c a l l  i f  we 
can be o f  a s s i s t a n c e  on t h i s  o r  any o t h e r  m a t te r .

At tachments

9 As p r o v id e d  in  y o u r  House B i l l  2 69  [S e c t io n  0 8 . 8 5 . 0 3 0 ( b ) ( 1 3 ) ] .



R a y  G i l l e s p i e
G ille sp ie  C f  A sso c ia te s 

Lo b b y in g  C f  Governm ental A f fa ir s

10 3 9 0  M e n d e n h a ll Loop  R oad  

Ju n e a u , A la ska  9 9 8 0 1  

Telephone: ( 9 0 7 )  4 6 3 - 3 3 7 5  

F a x : ( 9 0 7 )  4 6 3 - 5 5 2 2

MEMORANDUM

TO: R e p r e s e n t a t i v e  D av id  F i n k e l s t e i n

FROM: Ray G i l l e s p i * o ------

RE: CSHB 269

DATE: F e b r u a r y  10 ,  1992

As p e r  y o u r  r e q u e s t ,  t h i s  i s  a b r i e f  o u t l i n e  o f  p r o b l e m s  
e x p e r i e n c e d  i n  c u r r e n t  u t i l i z a t i o n  r e v i e w  p r o c e s s e s  an d  a 
c o r r e s p o n d i n g  s o l u t i o n  t o  t h e s e  p r o b l e m s  c o n t a i n e d  i n  C o m m it tee  
S u b s t i t u t e  f o r  H ouse  B i l l  No. 269.

PROBLEM

1 .  L ack  o f  T r a i n i n g ,
k n o w le d g e  a n d  q u a l i f i ­
c a t i o n s  o f  r e v i e w  a g e n t s .

SOLUTION-CSHB 269

R e q u i r e s  s u f f i c i e n t  number  o f  
n u r s e s ,  s u p p o r t e d  a n d  s u p e r ­
v i s o r s  by  p h y s i c i a n s  t r a i n e d  i n  
a p p r o p r i a t e  s p e c i a l t y  a r e a .

S e c r e t  a n d  u n d i s c l o s e d  
c r i t e r i a  a n d  p r o c e d u r e s  
u s e d  i n  e v a l u a t i n g  c a r e .

U n a v a i l a b i l i t y  o f  r e v i e w  
a g e n t s  t o  p a t i e n t s  and 
p r o v i d e r s .

D i s c l o s u r e  o f  n u m b e r s ,  t y p e  and  
q u a l i f i c a t i o n  o f  p e r s o n n e l  em­
p l o y e d  by  r e v i e w  a g e n t .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 4 ) )

D i s c l o s u r e  t o  p r o v i d e r s ,  a s  
p a r t  o f  l i c e n s i n g  a p p l i c a t i o n ,  
A l l  r e v i e w  s t a n d a r d s ,  c r i t e r i a  
and p r o c e d u r e s .
( 0 8 . 8 5 . 0 3 0 ( b ) (1)

R e q u i r e s  R ev iew  a g e n t s  t o  be 
r e a s o n a b l y  a c c e s s i b l e  t o  
p a t i e n t s  a n d  p r o v i d e r s  a t  
l e a s t  5 d a y s  a week d u r i n g  
n o r m a l  b u s i n e s s  h o u r s  i n  
t h i s  S t a t e .
( 0 8 . 8 5 . 0 3 0 ( b ) ( 5 ) )
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4 .  L ack  o f  c o n f i d e n t i a l i t y  
o f  m e d i c a l  r e c o r d s .

5 .  I n a b i l i t y  t o  s e e k  r e ­
c o n s i d e r a t i o n  o f  
a d v e r s e  d e c i s i o n s .

6 . U n a v a i l a b i l i t y  o f  
p h y s i c i a n s  t r a i n e d  i n  
s p e c i a l t i e s  t o  d i s c u s s  
a p p r o p r i a t e n e s s  o f  
c a r e  w i t h  t h e  p a t i e n t ' s  
a t t e n d i n g  p h y s i c i a n .

7 .  D e n i a l  o f  c l a i m s  a f t e r  
p r e - a u t h o r i z a t i o n  a n d / o r  
c o n c u r r e n t  a u t h o r i z a t i o n .

R e q u i r e s  c o m p l i a n c e  w i t h  a l l  
S t a t e  an d  F e d e r a l  l a w s  t o  
p r o t e c t  c o n f i d e n t i a l i t y .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 8 ) )

D i s c l o s u r e  o f  p r o v i s i o n  by  
w h ich  p a t i e n t s  a n d  p r o v i d e r s  
may s e e k  r e c o n s i d e r a t i o n ,  
t h e  t i m e  p e r i o d  f o r  a c t i o n  
on r e c o n s i d e r a t i o n .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 3 ) )

R e q u i r e m e n t  t h a t  o n l y  a 
p h y s i c i a n  t r a i n e d  i n  r e l e v a n t  
s p e c i a l t y  o r  s u b - s p e c i a l t y  
make a f i n a l  d e t e r m i n a t i o n  t h a t  
c a r e  i s  m e d i c a l l y  i n a p p r o p r i a t e .  
( 0 8 . 8 5 . 0 3 0 ( b ) ( 5 ) )

P r o h i b i t s  r e t r o s p e c t i v e  d e n i a l  
e x c e p t  i n  e x c e p t i o n a l  c a s e ,  s u c h  
a s  f r a u d .
( 0 8 . 8 5 . 0 3 0 ( b ) ( 1 4 ) )

A r e v i e w  p l a n  m e e t i n g  t h e s e  r e q u i r e m e n t s  m u s t  b e  s u b m i t t e d  a s  p a r t  
o f  t h e  a p p l i c a t i o n  f o r  a p r i v a t e  r e v i e w  a g e n t  l i c e n s e .  The  p l a n  
m u s t  a l s o  p r o h i b i t  any  f i n a n c i a l  i n c e n t i v e  p r o v i s i o n  o r  p l a n  u n d e r  
w h ic h  t h e  r e v i e w  a g e n t ' s  c o m p e n s a t i o n  i s  b a s e d  on  c o n t r o l l i n g  t h e  
am o u n t  c h a r g e d  f o r  s e r v i c e s .

I f  you  h a v e  f u r t h e r  q u e s t i o n s ,  p l e a s e  c o n t a c t  me. I  h o p e  a n  e a r l y  
h e a r i n g  c a n  b e  s c h e d u l e d  i n  t h e  L a b o r  and  Commerce C o m m i t t e e .



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e
ASSOCIATION

F e b r u a r y  2 4 ,  1 9 9 2

R e p r e s e n t a t i v e  D a v i d  F i n k e l s t e i n ,  C h a i r  
L a b o r  & C o m m e r c e  C o m m i t t e e  
A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

R e :  S u p p o r t  HB  2 6 9 ,
M e d i c a l  U t i l i z a t i o n  R e v i e w

D e a r  R e p r e s e n t a t i v e  F i n k e l s t e i n :

T h a n k  y o u  v e r y  m u c h  f o r  h o l d i n g  t h e  s p e c i a l  c o m m i t t e e  
m e e t i n g  1 : 0 0  p . m .  W e d n e s d a y ,  F e b r u a r y  2 6 ,  t o  r e v i e w  H B  2 6 9 .
A p h y s i c i a n  a n d  h o s p i t a l  r e p r e s e n t a t i v e  w i l l  a s k  y o u r  h e l p  i n  
g e t t i n g  o u r  f r i e n d s  i n  t h e  i n s u r a n c e  i n d u s t r y  t o  " s i m p l i f y "  a  
v e r y  s l o w ,  c o s t l y  p r o c e s s  t o  s e c u r e  a u t h o r i z a t i o n  f r o m  a n  
i n s u r a n c e  c o m p a n y  t o  p r o c e e d  w i t h  a  m e d i c a l  p r o c e d u r e .

O v e r  2 4  S t a t e  L e g i s l a t u r e s  h a v e  e n a c t e d  l e g i s l a t i o n  s i m i l a r  
t o  H B  2 6 9 .  T h e  i n s u r a n c e  i n d u s t r y  o p p o s e s  HB 2 6 9 ,  o f f e r i n g  n o  
s o l u t i o n  t o  a s s u r e  t h a t :

1 .  I n d i v i d u a l s  d o i n g  r e v i e w  f o r  i n s u r a n c e  c o m p a n i e s  a r e  
q u a l i f i e d ,  a n d  t h a t  m e d i c a l  r e v i e w  c r i t e r i a  i s  
r e a s o n a b l e .

2 .  U R  a g e n t s  a r e  r e g i s t e r e d  w i t h  t h e  s t a t e ,  a n d  t h e r e f o r e  
h a v e  s o m e  a c c o u n t a b i l i t y .

3 .  T h a t  i n s u r a n c e  c o m p a n y  U R  o f f i c e s  a r e  o p e n  d u r i n g  
A l a s k a  b u s i n e s s  h o u r s  a n d  t h a t  r e s p o n s e  i s  t i m e l y .

4 .  T h a t  t h e r e  i s  a n  a p p e a l s  m e c h a n i s m  w i t h  p r o p e r l y  
t r a i n e d  p h y s i c i a n s  a v a i l a b l e  t o  r e v i e w  m e d i c a l  
d e c i s i o n s .

We  a r e  h o p e f u l  y o u r  s c h e d u l e  w i l l  a l l o w  y o u  t o  a t t e n d  t h i s  
i m p o r t a n t  h e a r i n g  1 : 0 0  p . m .  W e d n e s d a y .

I f  w e  c a n  a n s w e r  q u e s t i o n s  b e f o r e  t h e n ,  p l e a s e  c a l l .

H a r l a n  R .  K n u d s o n  
P r e s i d e n t / C E O

3 1 9  S ew ard  S t r eet  # 1 1  • J u n e a u , A K  9 9 8 0 1  • (9 0 7 )  5 8 6 -1 7 9 0  • F a x  (9 0 7 )  4 6 3 -3 5 7 3



In general, the term* used In the UR chart can b e  defined as follows:

Definition of Categories: i
i

1. Application and Renewal F i t  Private utilization review (UR) firms and/or agents are 
required to apply and pay fees for certification by th e  state.

2. Appeals and Reconsideration Process UR firms must have policies and procedures 
In place to  allow patients and;providers the opportunity to appeal an adverse decision.

i
3. Specialty Physician Review on Appeal A physician trained In the relevant specialty 
or subspecialty must make the final determination (on appeal) that care rendered or to 
be rendered was or may be radically inappropriate.

!
4. Type and Qualifications o f  Personnel UR firms must provide to the sta te  a written 
description of the types and qualifications of personnel performing the reviews.

Ii
5. Hours o f  Availability Private UR agents must be accessible to patients and providers 
a minimum of five working d^ys a week during normal business. (Some states prohibit 
denials of payment during a period when the review agent is not available).

i
6. Complaint Mechanism Thjo law establishes a complaint mechanism that allows an 
aggrieved patient or provider to  file a complaint with th# state alleging tha t a private UR 
8gent is not in compliance with the UR law and/or regulations.

i

7. Confidentiality UR firms practicing in the s ta te  must maintain strict confidentiality 
of their medical records, andjfollow all applicable state  laws regarding confidentiality.

i
8. Fine for Violation o f  A c t  (The law stipulates th a t  a violation of any provisions of the 
Act will result In a fine. j

t

9. UR Plans ~  Description ol'Review  Standards and  Procedures UR firms must file a 
plan with, the state that includes a description of the review standards and procedures 
to be Dsed In evaluating proposed or delivered health care services.

10. Disclose Criteria In add!
disclose specific review crite'Ia

11. Provide List o f  Payors I  
for whom the private review

12. No Financial Incentives

Ion to review standards and procedures, a UR plan must

R firms must provide to  th# state a list of third party payors 
agent Is performing utilization review in the state.

Prohibits UR agents  or personnel from'receiving 
compensation based on the f  mount of adverse determinations, reductions or limitations 
on lengths of stay, etc.



F r o m :  A l a s k a  S t a t e  H o s p i t a l  & N u r s i n g  H o m e  A s s n .
H a r l a n  K n u d s o n  -  5 8 6 - 1 7 9 0 ,  J u n e a u  • 2 - 2 5 - 9 2

A s  o f  A u g u s t ,  1 9 9 1  2 4  S t a t e  L e g i s l a t u r e s  h a d  b i l l s  i n t r o d u c e d  a n d  h e a r i n g s  h e l d  
( S o u r c e ,  A m e r i c a n  H o s p i t a l  A s s n )  o n  u t i l i z a t i o n  r e v i e w .  T h e  m a j o r i t y  o f  t h e s e  b i l l s  
r e g u l a t e  t h e  o p e r a t i o n  o f  U . R .  f i r m s .

2 2  s t a t e s  h a v e  l a w s  r e g u l a t i n g  UR a g e n c i e s .  B e l o w  a r e  s t a t e  c r i t e r i a  f o r  r e g u l a t i o n  a s  o f  
O c t o b e r ,  1 9 9 0 .’ SIMMY or IT Art rut STATUTES

OCT OKI 1990

Slot* AR fl CA XT M NO MS HJ**» MC* PA» SC VA !
1/1/90 10/1/90 1/1/91 1/1/91 9/30/09 11/1/90 7/1/90 . .  1/V91 A/15/90 5/1/90 7/1/90

Replication S Ranauol To** X 2 yeara X 1 yaar X 2 yaar* X 2 year* ' X X 2 yaar* X 2 yoara X 1 yaar X 2 yoara X 2 year*
UR Ptana-doocrlptlon of 
ravtaw ttdo t  procadUra*

X X X X X X X X X X

MacKanlaaa for Appaolt S 
RaconoldaratIon

X X X X X X X X X X

Specialty Physician Ravlau X X X X X
Typo 1 OuatlfIcatlon* of 
Personnel

X X X X X X X X X j

Sour* of Availability X X X X X X X X X
Provide H it of Payer* X X X X
Cooplalnt Hechanlaa X X X X

Much aoro specific than oth.r (mm being drafted or having boon pasted.
Auto Inturanc* lax at tout In* or art to ut* UR coapanlat, Including PRO*. to rtvlew atdlcal claim; eoparato PUR bill 1*1 (ad to pat a. 
Health dapartaant Intorprott port of Ito currant statutory to covor UR coapanlat.

RESfOHSIUE ASEKCt
Arkanaee
Florida
Caorflla
Kantucky
Naina
Maryland

Board of Health
Oapt. of Haotth & Rahab. Sarvlca* 
Coaalooloner of Inturanc*
Cabinet for Huaan Ra*ourc**/H**lth Oapt. 
Bureau of Inturanc*
Oapt. of Health t  Haiti Hygiene

Mlttltilppl 
Haw J*raay 
Horth Carolina 
Pamaytvanla 
South Carolina 
Virginia

Dapartaant of Mtalth 
Dapartaant of Maalth 
Depart aunt of Ineurance 
Dapartaant of Ineurance 
Dapartaant of Ineurance 
State Corporation Costal ail on

STATUS
Arkantao
Florida
Caorsl*
Kantucky
Main*
Maryland

Draft Regulation* Coaplat*
laplaaantttIon Delayed
Hot l^>t*a*nt*d/L*ck of Financing
Drifting Rtgulatlont
Propotid Ragulatlone
Final Regulation* Publlthtd

Mlttltilppl 
M«w Jtrtay
Horth Ctrolln* 
Pennsylvania 
South Carotin* 
Virginia

Final Regulations Pending 
Proposed - . 
Final Ragulatlona Pending 
Drafting Ragulatlona 
Ragulatlona Proposed 
Drafting Regulations

A t t a c h e d  i s  ( a  h a r d  t o  r e a d )  
S u m m a r y  o f  1 9  s t a t e  UR l a w s  a s  
o f  D e c e m b e r ,  1 9 9 1 .  S o u r c e  
N a t i o n a l  A s s o c i a t i o n  o f  P r i v a t e  
P s y c h i a t r i c  H o s p i t a l s .
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Currently It Is Impossible to determine the basis for utilization review decisions. 
Utilization review firms are not required to inform providers of the criteria used to 
make clinical determinations. Since providers do not have this basic Information It Is 
Impossible to know If criteria is being applied consistently.
• ■ , i ' ■........ j, - • .
Providers are increasingly concerned about the apparent game playing which occurs 
with some reviewing agents: cases when reviewers refuse to communicate with 
hospital utilization staff; c;ase where physicians are paged out of surgery to answer 
routine inquiries; or cases where reviewers make excessive requests for data, or limit 
access for hospital and physicians trying to resolve disputes.

CHARACTERISTICS OF LEGISLATION: • •» t \  - i .

Ten states have enacted legislation regulating the practice of utilization review agents. 
Senate Bill 239 and House Bill 269 requires companies conducting utilization review 
to obtain certification from the division of occupational licensing. Utilization review 
agents must submit Information describing:

r u . , ' .
o ■ Review criteria and procedures to be used in evaluating hospital and medicalr" 'j care. ■. . . . .

. . . - - ■    . „?p
o The type and qualifications of personnel performing utilization review.

. . .
o Policies and procedures ensuring that applicable state and federal laws 

protecting confidentiality of individual medical records are followed.

o Procedures by which insurers, patients and providers may seek reconsideration
of adverse decisions.

• ■. , i , ■ • v
Included Is the requirement that each agent submit a statem ent affirming availability 
of a physician licensed In the applicable specialty area, when the review staff
questions the medical necessity or appropriateness of care. The patient's attending
physician or health care provider must be able to discuss the case with an identified 
health care provider trained in a related specialty.

This bill seeks to provide assurance that these review firms and their employees 
possess the needed skills and education to accurately and fairly assess the
recommended health care procedures. Thero is also a need to protect patients from 
unwarranted and arbitrary denial of, or Interference with necessary and legitimate 
health care services.-



STATE HEALTH
INSURANCE 

ISSUES

ISSUE: MANAGED CARE
(as of April 1990)

BACKGROUND: T he  h igh  cost o f  health  ca te  is a  m ajor p rob lem  for the  U nited States. All w ho  pay -
em p loyers , individuals, an d  governm ent -  are b u rd e n e d  by con tinual increases in health  
ex p en d itu res . M oreover, escalation  o f h ealth  costs g ready com plicates the task o f  finding 
w ays to  p rov ide  coverage for the large n u m b er o f  A m ericans w h o  are  w ithout either 
pub lic  o r  private  health  insurance.

A lthough  cost escalation  has m any causes, research  sh ow s tha t on e  key  prob lem  is tha t 
p ad en ts  receive m uch care tha t is n o t ap p ro p ria te  for the ir cond idon . Som e g e t care tha t is 
m o re  in ten se  an d  expensive than  necessary. O thers receive care  tha t is no t beneficial and  
m ay e v e n  b e  harm ful. E lim inaung such  inefficiencies -  w hich  m ay accoun t for 25 percen t 
o r  m ore o f  m edical expend itu res -  is clearly  a cridcal objective, bo th  as a w ay o f  reducing  
costs an d  im proving  quality o f  care.

Payers o f  hea lth  care are aw are o f  such  inefficiencies an d  are dem an d in g  m ore accoun t­
ability a n d  b e tte r perform ance from  th o se  w ho m ake health  care decisions in o rd e r to  a s­
su re  tha t p aden ts receive goo d  value for m oney sp en t. Increasingly, m anaged  care is 
reco g n ized  as the b est m echanism  for carry ing ou t such  im provem ents. T he key  objecdve 
o f  m a n ag ed  care is to assure tha t pad en ts  receive app ro p ria te  care, th a t is, h igh quality 
care  effic iendy  prov ided  in the least cosdy  setdng.

D EFINITION : B ecause it is sdlt evolving, m anaged  care em braces a variety o f  ex isung  and  develop ing
structu res. It m ay b e  defined  as system s tha t in tegrate the financing a n d  delivery of 
ap p ro p ria te  health  care services to  co v ered  individuals by  m eans o f  th e  follow ing basic 
e lem ents:

o  A rrangem ents w ith  se lec ted  p rov iders to furnish a com prehensive  se t o f health  care 
serv ices to  m em bers;

o  Explicit standards for the  selecdon  o f  health  care providers;

o  Form al program s for ongo ing  quality  assurance an d  ud lizadon review ; and

o  Significant financial incendves for m em bers to u se  prov iders an d  p rocedures 
associa ted  w ith  the plan.

M anaged  care  organ izadonal structures are evolving in response to  m arketp lace dem ands 
an d  will con tin u e  to d o  so. T oday’s structures inc lude health  m ain ten ance  organ izations 
(H M O s), p referred  prov ider o rgan izadons (PPO s), an d  exclusive p rov ider o rgan izadons 
(EPO s), as w ell as m ixed arrangem ents tha t com bine  elem en ts o f HMOs, PPOs and  ind em ­
nity p lans to  accom m odate  em ployer an d  opera ting  env ironm en t requirem ents.

M anaged  care plans arrange w ith se lec ted  providers to  furnish health  care services to plan 
m em bers. Exp id t  criteria arc used  for th e  selection  o f  providers, and  form al program s for 
o n g o in g  review  o f  the quality and  ap p ro p ria ten ess  o f  services arc inco rpo ra ted  into the 
p lan.

Health In su ra nce  A ssoc ia tio n  o f  America

1025 Connecticut Avenue N.VC., W.iihingtnn. DC 200)6 ZZ 202-22)-?7H0 ~  FAX 202-22J-',H9”



T H I S  D O C U M E N T  
H A S  B E E N  R E P H O T O G R A P H E D  

T O  A S S U R E  L E G I B I L I T Y
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•■Currently it Is impossible to. determine the basis for utilization review decisions.
Utilization review firms are not required to Inform providers of the criteria used to v ; / 
make clinical determinations. Since providers do not have this basic information it Is 
Impossible to know If criteria Is being applied consistently. . ,

. . . ... -■ : . :
Providers are Increasingly concerned about the apparent game playing which occurs ■>, 
with some reviewing agents: cases when reviewers refuse to communicate with 
hospital utilization staff; case where physicians are paged out of surgery to answer 
routine inquiries; or cases where reviewers make excessive requests for data, or limit 
access for hospital and physicians trying to resolve disputes.

. ■ , -•

CHARACTERISTICS OF LEGISLATION:
Ten sta tes have enacted legislation regulating the practice of utilization review agents.

’ Sonata  Rill 9 39  onH Mm iso Rill 9R9 rani liras rn m nan ins  r.nnHiintinn utilization roviouu

•’ . . .:

Senate 
to obtain 
agents

o ' Review criteria and procedures to be used in evaluating hospital and medical V-
care.

o The type and qualifications of personnel performing utilization review
i ‘J• **•;». *•

-  •: ■• • •. 7., „lew. ' : . ; I ,

A D n lln ln n  U n fl ------
. t'j,i USW . .

Policies and procedures ensuring that applicable state  and federal laws
protecting confidentiality of individual medical records are followed. y*;
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Procedures by which Insurers, patients and providers may seek reconsideration 
of adverse decisions.
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Included is the requirement that each agent submit a statem ent affirming availability 
of a physician licensed in the applicable specialty area, when the review staff 
questions the medical necessity or appropriateness of care. The patient's attending • ’
physician or health care provider must be able to discuss the case with an identified 
health care provider trained In a related specialty.

This bill seeks to provide assurance that these review firms and their employees 
possess the needed skills and education to accurately and fairly assess the 
recommended health care procedures. There is also a need to protect patients from 
unwarranted and arbitrary denial of, or interference with necessary and legitimate
health care services. • ■  ̂ i>
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A POSITION PAPER SUPPORTING 
SENATE BSLL 239 
HOUSE BILL 269

:V L I C E N S I N G  U T I L I Z A T I O N  R E V I E W  A G E N T S
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DEVELOPMENT OF UTILIZATION REVIEW AGENTS:
Utilization review organizations originated in response to U.S. corporations frustrated 
with the rising cost of health care. Private businesses and Insurance companies 

■ j  H-v , reacted to corporate pressure to reduce or contain health care costs by creating
‘ utilization review companies or subsidiaries. Corporations then hired these new firms

or subsidiaries to develop programs and review claims for payment. ‘ j

POSITIVE RESULTS OF NEW FIRMS:
: V;- U.S. corporations and utilization review firms claim success at reducing health care

costs. They indicate that cost reductions are in excess of costs expended for 
. utilization review firm's services. Hospital admissions for procedures that normally

can be done on an outpatient basis are decreased. Length of stay for hospital cases 
is reduced. There is increased attention on outcomes analysis, justifying inpatient 
care for certain types of patients. Hospitals have now designated specific staff to 
facilitate the review process which has increased the cooperation with utilization 

’ review firms. •
. . '■■■ . 

NEGATIVE RESULTS:
There is inadequate accountability by utilization review firms. Problems arise from 
authority being separated from responsibility. Utilization review firms have no 
responsibility by law for the effects of denied treatment. The providing hospital and 
physician, whose advice is often ignored are responsible. For example:
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Cases where a reviewer, not a physician, makes the decision whether an 
admission to the hospital is appropriate.

Cases where reviewers demand hospital discharge of patients too early in the 
treatment process.

} . * v I'1* • •
Cases where a patient leaves the hospital against medical advice, when a 
reviewer indicates treatment will not be covered by his/her insurance company.

Denial by reviewers of recommended ancillary services and diagnostic 
evaluations for patients.

'.VirXL

Hospitals and providers worry about the level of expertise of the reviewers. Utilization 
review firms often have small, inadequate staff accessible via few telephone lines. 
There are currently no requirements for specific training or clinical experience In 
Alaska for individuals conducting utilization review. Nurses, and in some cases clerks, 
are evaluating medical cases without the physician's involvement. Physicians have 
their treatment decisions challenged or reversed by clerks with no medical training.
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STATE HEALTH 
INSURANCE

ISSUES

ISSUE: MANAGED CARE
(as of April 1990)

BACKGROUND: T he h igh  cost o f  health  care is a m ajor p rob lem  for the U nited  States. All w h o  pay -
em ployers, individuals, an d  governm en t -  are b u rd e n ed  by con tinual increases in health  
ex p en d itu res . M oreover, escalation  o f  hea lth  costs greatly com plicates the task  o f  finding 
w ays to  p rov ide  coverage for the  large n u m b er o f A m ericans w h o  are w ithou t e ither 
p ub lic  o r  private health  insurance.

A lthough  co st escalation  has m any causes, research  show s tha t o n e  key p rob lem  is tha t 
patien ts receive m uch  care that is n o t ap p ro p ria te  for the ir condition . Som e g e t care tha t is 
m ore in tense  an d  expensive  than  necessary. O thers receive care  th a t is no t beneficial an d  
m ay ev en  b e  harm ful. Eliminating such  inefficiencies -  w h ich  m ay accoun t for 25 percen t 
o r m ore o f  m edical expend itu res -  is d e a rly  a critical objective, b o th  as a w ay  o f  re d u d n g  
costs an d  im proving  quality o f  care.

Payers o f  h ealth  care are aw are o f  su ch  in e ff id e n d e s  an d  are dem an d in g  m ore accoun t­
ability an d  b e tte r perfo rm ance from  tho se  w ho  m ake health  care d e d s io n s  in o rd e r to  as­
su re  tha t patien ts receive good  value for m oney  spen t. Increasingly, m anaged  care is 
recog n ized  as the  b est m echanism  for carrying ou t such  im provem ents. T he key  objective 
o f  m an ag ed  care is to  assure tha t pa tien ts  receive app ro p ria te  care, tha t is, h igh  quality  
care  e ffid en tly  p rov ided  in the least costly  setting.

D EFIN ITIO N : B ecause it is still evolving, m anaged  care em braces a variety o f  existing  an d  develop ing
structu res. It m ay b e  defined  as system s th a t in tegrate the f in an d n g  an d  delivery  of 
ap p ro p ria te  health  care services to  co v ered  individuals by  m eans o f  the  follow ing basic 
e lem ents:

o  A rrangem ents w ith  se lec ted  p rov iders to furnish a co m prehensive  set o f  health  care 
services to  m em bers;

o  E xp lid t standards for the selection  o f  health  care providers;

o  Form al p rogram s for ongo ing  quality  assu rance  an d  utilization review ; and

o  Significant finanda l incentives for m em bers to u se  providers a n d  p rocedu res 
a ss o d a te d  w ith the  plan.

M anaged  care  organizational structures are evolving in response  to  m arketp lace dem ands 
an d  will con tin u e  to d o  so. T oday’s structures inc lude health  m a in ten ance  organ izations 
(H M O s), p referred  prov ider o rgan izations (PPO s), and  exclusive p rov ider organ izations 
(EPO s), as w ell as m ixed arrangem ents that com bine  e lem en ts o f  HMOs, PPO s and  ind em ­
nity p lans to accom m odate  em ployer an d  opera ting  env ironm en t requirem ents.

M anaged care p lans arrange w ith se lec ted  prov iders to furnish n ealth  care serv ices to plan 
m em bers. Explicit criteria are used  for the selection  o f  providers, and  form al p rogram s for 
on g o in g  review  o f the quality an d  app ro p ria ten ess  o f  services are inco rpo ra ted  into the 
plan.
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o Lcgislauon sh o u ld  not establish  inapp rop ria te  barriei.v to insu rer efforts to  establish  
effective utilization review program s an d  sh o u ld  require providers to m ake available, 
at a reasonable  cost, pau'ent records an d  o th e r inform ation necessary  to  m on ito r cost 
and  quality o f  care. M onitoring m edical practice patterns is critical to m anag ing  care. If 
review ers can n o t get access to m edical records at reasonable  cost, o r if excessive 
restrictions are p u t in place to limit w ho  d oes utilization review  or w hat d ie  process 
will be, m anaged  care plans can n o t accom plish  the critical task o f en co u rag in g  
providers to  b eco m e m ore efficient.

o  Insurers w h o  are negotiating  to form prov ider panels sh o u ld  no t be co m p e lled  to 
enroll every  p rov ider w ho  w ishes to b e  included. A key m echanism  tha t m anaged  care 
plans use to  constrain  costs is to con tract only  w ith efficient providers. If p lans are 
required  to  inc lude on  their panels all w illing providers, this critical e le m en t o f  control 
is elim inated.

o  States shou ld  no t m andate that insurers cover services an d  categories o f  care, since 
d o ing  so  often  adds to costs and  limits th e  p lan 's  ability to  deve lop  cost-effective 
benefit packages. Research ev idence  sh ow s tha t legislation tha t requ ires coverage o f 
certain  p rov ider categories o r particular services generally  causes a net increase in 
costs. The buyers o f  insurance plans, n o t sta te  governm ent, shou ld  be th e  o n es w ho 
decide  w hat services and  p rov ider g roup s sh o u ld  be covered . Legislation m andating  
coverage o f  particu lar p rov ider g roups is often sim ply a reflection o f th a t g ro u p 's  desire  
to  create d e m a n d  for the ir o w n  services as a w ay  o f en hanc ing  incom e.

HIAA suppo rts  the  concep t o f physician p e e r  review  as a m e thod  o f de term in ing  
app ro p ria teness o f  care. In do ing  p ee r review , how ever, it is n o t ap p ro p ria te  to rely solelv 
o n  local p ee r assessm ent. Studies o f d ifferences in patterns o f  medical p ractice  from  area 
to  area w ith in  a sta te  dem onstra te  that the typical m e thod  o f  treatm ent in o n e  com m unity  
is o ften  significantly different from  that in an o th e r com m unity ev en  th o u g h  th e  conditions 
o f  the patients a re  essentially identical. T he differences, in e th e r  w ords, are n o t m edically 
justified. Thus, local habit o r custom ary  practice is no t necessarily  the b e s t stan d ard  for 
assessing  m edical ap p ro p ria ten ess  o r  necessity  for a  given trea tm en t

T he collective jud gm en t o f physicians w h o  are experts in a g iven field an d  w ho  have 
d o n e  a system atic study  o f the scientific research  m ust ultim ately form  the  basis for d e te r­
m ining w hat is ap p ro p ria te  care in a given situation . It is for this reason  tha t HIAA su p ­
ports the  d ev e lo p m en t o f m edical practice gu idelines and protocols. W hen  developed , 
these can  form  a rigorous, scientifically d efeasib le  standard  for educating  physicians 
ab o u t the best m edical practice an d  for judging  th e  app ro p ria teness o f  care.

GLOSSARY: B elow  is a list o f  som e o f  the  cu rren t m an ag ed  care structures n ow  available.

H e a lth  M a in te n a n c e  O rg a n iz a tio n  (H M O ): This was the original m an ag ed  care arran ­
gem ent, first em erg in g  as p repa id  g roup  practices in the 1930s. The nam e ‘health  m ain­
ten ance  organization" w as co ined  in the early  1970s, an d  w as g iven to 1973 federal 
legislation p rom oting  its developm ent. HMOs provide:

o  An organ ized  system  for prov id ing  health  care  in a certain  geog raph ic  area, as well 
as responsibility  for providing o r o th erw ise  assuring delivery o f  tha t care:

o  An ag reed-on  se t o f  basic and  su p p lem en ta l health  m ain tenance  and  trea tm en t se r­
vices; an d

o  A voluntarily  en ro lled  g ro u p  o f p eo p le

In exchange for a set am ount o f  p rem ium  o r dues. 1 IMOs p rovide all the ag reed -o n  health  
services to  the ir enro llees; there  are generally  no d cducub les and  no o r  m inim al co p ay ­
m ents. The HMO bears the risk if the cost o f p rov id ing  the care exceeds the  p rem ium  
received. T here are  now  several tvpcs o f HMOs
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o T he  staff m odel, w here  providers are directly em ployed  by the  HMO;

o  T he g roup  m odel, w here m edical g roups contract with the HMO (K aiser p lans are 
the  best-know n exam ple of this type);

o  T he in d ep en d en t practice association (IPA), w h ere  the HMO contracts w ith
physicians in in d ependen t practice, o r w ith associations o f  in d e p e n d e n t physicians. 
IPA physicians frequently  have arrangem ents w ith  m ore than  o n e  HMO; an d

o  T he netw ork  m odel, w hich contracts w ith tw o o r m ore in d ep en d en t g ro u p  practices.

P r e f e r r e d  P ro v id e r  O rg a n iz a tio n  (P PO ). A PPO  consists o f g ro u p s o f  hosp ita ls an d  
prov iders tha t contract w ith  em ployers, insurers, th ird-party  adm inistra tors o r  o th e r  sp o n ­
soring  g ro u p s to provide health  care services to covered  persons an d  accep t nego tia ted  
fee sched u les as paym ent for services rendered . T here  are different sp o n so rin g  arrange­
m ents:

o  H ospita l-sponsored  PPOs, w hich  often include a netw ork o f  institu tions in o rd e r to 
cover a w ider geograph ic  area, as w ell as m any o f  the physicians on  the ir m edical 
staffs;

o  P hysician-sponsored PPOs, w hich  are d eve loped  by local m edical societies, o th er 
local p rofessional associations o r  clinics, o r g roup s o f  physicians;

o  T hird-party  payer-sponsored  PPOs, w hich inc lude those in itiated  by  com m ercial 
insurers an d  Blue Cross and Blue Shield plans;

o  E n trepreneur-sponso red  PPOs, w hich  create a b roker relationsh ip  w ith  the
en trep ren eu r acting as an interm ediary be tw een  the prov ider an d  payer of service-,

o  Em ployer- o r labor-sponsored  PPOs, w hich contract directly w ith  prov iders on  
b eh a lf o f  the ir em ployees o r m em bers;

o  O th er p rov ider-sponsored  PPOs, w hich  are d eve loped  by no n h o sp ita l a n d  n o n ­
physician providers, such  as dentists, optom etrists, pharm acists, ch iropractors and  
podiatrists, th rough  their professional associations, local g roup s o r clinics.

E x c lu s iv e  P ro v id e r  O rg a n iz a tio n  (E PO ). P eople  belonging  to an  EPO m ust receive 
rheir care from  affiliated providers; services ren d ered  by unafffliated prov iders are no t 
reim bursed .

P o ln t-o f-S e rv lc e  Plan.” . Also know n as o p en -en d ed  HMOs or PPOs, th e se  plans perm it 
insureds to  choose prov iders outside the p lan at any  Ume yet are d e s ig n ed  to  en cou rage  
the  u se  o f  netw ork  providers. If a p rov ider is affiliated w ith the HMO o r PPO, the service 
is co v e ted  (p erh ap s after a m odest copaym ent). If an  out-of-necw ork p rov ider is chosen , 
re im bursem ent m ay be significantly reduced .

A n um tie r o f  m anaged  care techniques are used  to  assure quality an d  ap p ro p ria te  care. 
T hese  include, bu t are n o t lim ited to, quality  assurance, utilization review , case m an ag e­
m en t arid u se  o f  a prim ary care physician. A lthough the  com bination  o f  e lem en ts will dif­
fer am o n g  plans, each  m anaged  care p lan  opera tes as an organ ized  system  w here  patient 
services are  subject to  review  and coord ination  by  health  professionals.

o  Q uality  assurance is a process by  w hich  a m anaged  care p lan  m onitors and  takes 
action as necessary  to  assure that quality care is delivered  by se lec ted  providers. The 
p rocess m easures the extent to w hich quality has b een  atta ined  and  perioc ically 
reevaluates health  care to assure tha t estab lished  standards are be ing  met.



o  U tilizat'on review  is a system  o f  review ing the m edical necessity  and  ap p ro p ria te ­
ness of pa tien t services w ithin guidelines d ev e lo p ed  by  physicians. Perform ed by 
health care professionals, it is com prised  o f  several p rocesses an d  m ay b e  u sed  for 
bo th  inpatien t an d  ou tpatien t services. Processes m ay inc lude  preadm ission  cer­
tification, app lication  o f practice guidelines, con tinued  stay  review , discharge p lan ­
ning, seco n d  surgical op in ion  an d  retrospective review. B ecause o f  the exp losion  o f 
costs in  all aspects o f  am bulatory care in recen t years, program s to require 
p reau thorization  o f  am bulatory p rocedures are n o w  evolving.

o  P readm ission certification is a process in w hich  a health  care  p rofessional (such  as 
a registered  nurse) evaluates an  attending physician’s request for a patient's adm is­
sion  to a hospital b y  using estab lished  m edical criteria.

o  C on tinued  stay  review , also called concurren t review , is a  p rocess w hereby  a review  
organization  con tinues to exam ine m edical inform ation during  a pa tien t’s hospital 
confinem ent to determ ine the  n eed  for con tinued  hospitalization.

o  D ischarge p lann ing  is a p rocess in w hich a health  care professional from a review  
organ ization  w orks w ith an attend ing  physician an d  hospital stafT to  arrange for 
ap p ro p ria te  d ischarge o f a pa tien t from  the hospital, includ ing  a p lan  for the 
patien t's  su b seq u en t care. Its p u rp o se  is to determ ine w hen  patients are ready  to  go 
hom e, perhaps w ith  the su p p o rt o f  a nurse or o th e r hom e health  provider, o r are 
able to  be transferred  to a nursing  hom e.

o  S econd  surgical o p in io n  program s require patien ts to seek  a seco n d  su rgeon ’s 
o p in io n  if elective su rgery  is recom m ended  for certain conditions. Elective surgery  is 
defined  as tha t w h ich  can b e  avo ided  or delayed w ithout u n d u e  risk to the patien t 
a n d  w hich  allow s sufficient tim e to  seek  an o th er opinion.

o  R etrospective rev iew  provides for the establishm ent o f a utilization profile o f  inap- 
p ropp ria te  care  for m onitoring trends an d  addressing  excessive use o r c o s t

O th e r m an ag ed  care techn iques include case m anagem ent, w hich  is a p rocess that 
p rov ides a co m prehensive  plan o f care an d  rehabilitation for p eo p le  suffering from  severe 
cond itions su ch  as traum a, p rem ature  birth  o r AIDS. T hrough  flexible in terpretation  o f 
p lan  provisions, case m anagem ent coord inates the u se  o f  all app ro p ria te  types o f  therapy  
an d  eq u ip m en t in the  m ost app ro p ria te  setting. C ase m anagem en t often suppo rts  a lterna­
tives to  institu tional care, such  as physical therapy  an d  o th e r services delivered  in the 
h o m e , tha t achieve b e tte r patien t ou tcom es at low er cost.

In  m any  m anaged  care p lans, a prim ary care physician serves as the  initial screening, test­
ing , treatm ent an d  referral source for a patient. This physician oversees health  care se r­
v ices ren d e red  to  patien ts b y  o th e r providers and assum es con tinu ing  responsibility for 
th e  overall course o f  treatm ent.
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Plans p rov ide  financial incentives for covered  individuals to use prov iders w h o  deliver 
ap p ro p ria te  quality  care. In som e m anaged  care p lans, the cost o f  services is covered  only 
w h e n  health  care is received  from  se lec ted  providers. O th er m anaged  care p lans provide 
ind ividuals m ore  iatitudc in the  choice o f p roviders. O u t-o f-pocket costs, how ever, are 
u sually  h ig h er w h en  out-of-p lan  prov iders are chosen .

Som e state legislators are concerned  that m anaged  care, includ ing  bo th  contracting 
a rrangem en ts w ith  providers an d  utilization rev iew  techniques, co u ld  adversely  affect the 
quality  o f hea lth  care. T heir concerns have b een  e n co u rag ed  by som e associations o f  
p rov iders rep resen tin g  hospitals, physicians, dentists, pharm acists an d  allied health  profes­
sions. T hese g roups have drafted  a n d  advocated  sta te  legislative p ropo sa ls tha t w ould  
restrict o r  p roh ib it th e  opera tion  o f  m anaged  care program s.

HIAA PO SITIO N : HIAA is firm ly com m itted  to  the expansion  o f  m an ag ed  care p rogram s an d  techn iques in 
o rd e r to  assu re  high-quality, cost-effective health  care. M anaged ca re  system s have the 
m eans to  avo id  unnecessary  an d  inapp rop ria te  care.

T herefo re , HIAA is o p p o se d  to  legislation o r  regu lations tha t w o u ld  im pose barriers to  the 
d ev e lo p m en t an d  im plem entation  o f  m anaged  care  in its cu rren t a n d  evolving forms. 
Legislation o r  regu lation  that undu ly  limits insu rers ' ability to carry o u t rigorous utilization 
rev iew  is o n e  such  barrier. Legislation tha t o p p o ses  u tilization rev iew  takes m any forms, 
b u t genera lly  seeks to p u t inapp rop ria te  restrictions o n  w h o  can  co n d u c t review s an d  
w h a t can  b e  review ed.

HIAA is also  o p p o sed  to  legislation tha t w o u ld  restrict an  insu rer’s  freedom  to form  n e t­
w o rk s o r con tract selectively w ith providers. Legislation th a t o p p o se s  netw ork ing  also 
takes m any  forms, b u t generally  seeks to  p u t restrictions o n  the  ability to  pay  providers 
any th ing  b u t the ir usual an d  custom ary  fees, o r to  con tract w ith  a lim ited n u m b er o f  
providers.

HIAA believes:

o  Insu irs sh ou ld  b e  free to negotiate w hatever p rice  they  can  w ith  providers. O n e  im­
p o rtan t w ay  to  reduce  costs is to  b e  ab le  to  b u y  p rov ider serv ices a t lo w er prices, an d  
m an ag ed  care system s n eed  to  have freedom  to  nego tia te  lo w er prices. O n  the  o th er 
han d , in so m e  instances p lans m ay w ish to  o ffer h ig her-than -usu al fees to  especially  
efficient providers.

o  Insurers sh o u ld  b e  able to pay  providers in w ays th a t create  ap p ro p ria te  incentives. If 
p rov ider re im bursem ent system s rew ard  h igh-cost m edical practice, it w ill b e  very dif­
ficult to  red u ce  costs. M anaged care system s n e e d  to  b e  ab le  to  alter re im bursem en t 
incen tives to  rew ard  efficient providers. Severe restrictions o n  cap ita tion  paym ent, for 
exam ple, a re  inapp rop ria te  an d  unw arran ted .

o  State law s sh o u ld  n o t place artificial limits o n  th e  am o u n t o f  co n su m er cost sharing  that 
can  b e  im p o sed  o n  PPO  plan  en ro llees w h o  ch o o se  to  g e t care  from  ofF-panel 
p roviders. If  a PPO  has a panel o f providers tha t can  p rov ide  n e e d e d  high-quality  se r­
v ices m ore  efficiently than  o th e r providers, it is en tire ly  ap p ro p ria te  to  requ ire  co n ­
su m ers  w h o  choose  n o t to u se  these  efficient r io v id e rs  to  pay  th e  extra costs. HMOs, 
w h ich  all sta tes allow , do  no t pay anything  w h en  consu m ers receive care from  non- 
HMO providers.



STATE UTILIZATION REVIEW LAWS 
MAY 1990

So f a r  t h i s  y e a r ,  ; s i x  s t a t e s  —  G e o r g i a ,  K e n t u c k y ,  M a r y l a n d .  
M i s s i s s i p p i . S o u t h  C a r o l i n a ; ' a n d  V i r g i n i a  —  h a v e  e n a c t e d  l e g i s l a t i o n  
r e g u l a t i n g  t h e  p r a c t i c e s  o f  p r i v a t e  u t i l i z a t i o n  r e v i e w  a g e n t s .  I n  
a d d i t i o n ,  A r k a n s a s , M a i n e , New J e r s e y , M a r y l a n d ,  a n d  N o r t h  C a r o l i n a  
h a d  u t i l i z a t i o n  r e v i e w  l a w s  on  t h e  b o o k s  p r i o r  t o  19907 '

T he  b i l l s  e n a c t e d  i n  1990 a l l  r e q u i r e  c o m p a n i e s  c o n d u c t i n g  u t i l i z a t i o n  
r e v i e w  i n  t h e i r  s r a t e  t o  o b t a i n  c e r t i f i c a t i o n  f ro m  e i t h e r  t h e  S t a t e  
D e p a r t m e n t  o f  H e a l t h  o r  t h e  C o m m i s s i o n e r  o f  I n s u r a n c e .  G e n e r a l l y ,  ; i n ; 
o r d e r  t o ^ b e ^ c ^ t i f i e d ,  b y  a  s t a t e ,  a  u t i l i z a t i o n  r e v i e w  f i r m  m u s t  
su b m i t^  i n f o m a t f o n ' d e s l i r i b i n g :

o r e v i e w . c r i t e r i a  a n d  p r o c e d u r e s  t o  b e  u s e d  i n  
^ e v a l u a t i n g  h o s p i t a l  a n d  m e d i c a l  c a r e

o ; t h e  t y p e  a n d  q u a l i f i c a t i o n s  o f  p e r s o n n e l  
p e r f o r m i n g  UR j

o p r o c e d u r e s  a n d  p o l i c i e s  e n s u r i n g  t h a t  a  p r i v a t e
r e v i e w  a g e n t  i s  " r e a s o n a b l y  a c c e s s i b l e "  t o  p a t i e n t s  
a n d  p r o v i d e r s  d u r i n g  n o r m a l  b u s i n e s s  h o u r s

o p o l i c i e s  a n d  p r o c e d u r e s  e n s u r i n g  t h a t  a p p l i c a b l e  
s t a t e  a n d  f e d e r a l  l a w s  p r o t e c t i n g  c o n f i d e n t i a l i t y  
o f  i n d i v i d u a l  m e d i c a l  r e c o r d s  a r e  f o l l o w e d

o p r o c e d u r e s  b y  w h i c h  i n s u r e d s ,  p a t i e n t s  o r  
p r o v i d e r s  may s e e k  r e c o n s i d e r a t i o n  o f  a d v e r s e  
d e c i s i o n s '

I n  a d d i t i o n ,  s e v e r a l #o f  t h e  l a w s  r e q u i r e  t h a t ,  i n  t h e  e v e n t  a 
u t i l i z a t i o n  r e v i e w ' " a g e n t  i s  q u e s t i o n i n g  t h e  m e d i c a l  n e c e s s i t y  o r  
a p p r o p r i a t e n e s s  o f  c a r e ,  t h e  a t t e n d i n g  p h y s i c i a n  o r  h e a l t h  c a r e  
p r o v i d e r  m u s t  b e  a b l e  t o  d i s c u s s  t h e  c a s e  w i t h  a n  i d e n t i f i e d  h e a l t h  
c a r e  p r o v i d e r  ( o r  p h y s i c i a n )  t r a i n e d  i n  a  r e l a t e d  s p e c i a l t y .

U t i l i z a t i o n  r e v i e w  l e g i s l a t i o n  h a s  a l s o  b e e n  i n t r o d u c e d  t h i s  y e a r  i n  
F l o r i d a ,  M a s s a c h u s s e t t s ,  M i s s o u r i ,  a n d  K a n s a s . W h i l e  t h e  f i r s t  t h r e e  
s t a t e s  a r e  s t i l l  c o n s i d e r i n g  t h e i r  b i l l s ,  t h e  K a n s a s  l e g i s l a t i o n  d i e d  
when t h e  s e s s i o n  e n d e d  i n  A p r i l .

P e n n s y l v a n i a . N e v a d a , New Y o r k , I l l i n o i s , O h io  a n d  A l a s k a  a r e  among 
t h e  s t a t e s  t h a t  a r e  r e p o r t e d l y  c o n s i d e r i n g  t h e  i n t r o d u c t i o n  o f  
u t i l i z a t i o n  r e v i e w  l e g i s l a t i o n ’.
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U t i l i z a t i o n  r e v i e w  p r o m i s e s  t o  h e l p  c o n t r o l  
h e a l t h  c a r e  c o s t s .  T h e  m e d i c a l  e s t a b l i s h m e n t  
i s  f i g h t i n g  b a c k .

T h e  d o c t o r s ’ n e w  a l l i e s
B y Janet Novack

T h e  m e d ic a l e s t a b l i s h m e n t  is u n ­
happy. W ith  the spread o f  m anaged 
health care program s (see preceding 
story) and o th er efforts to  contro l spi- 
raling health costs, physicians’ free­
d om  to  prescribe w hatever treatm ent 
they deem  fit— and to  be paid for it—  
is being constrained.

T he  medical business isn’t tak ing  
the challenge lying dow n . D octors, 
hospitals and o th e r health  care p ro ­
viders are lobbying th e  states to  regu ­
late the people hired by em ployers 
and insurers to  screen fo r unnecessary 
care. “W e expect up  to  26  states to  
take up  d ie issue, and up  to  15 o f  these

to  pass a law this year,” w orries M ar­
guerite Snvdcr, governm ent affairs 
director o f  the A m erican M anaged 
Care & Review A ssociation.

A t issue is the so-called Lrilization 
review process. U n d er it, a review 
nurse looks over the  course o f  trea t­
m ent a docto r w ants to  prescribe for a 
patient. I f  it doesn’t fit set standards 
for appropriate care, the nurse passes 
the case on  to  a do c to r w ho m ay try  to 
w hittle dow n the physician’s p ro p o s­
al. Docs the patien t really need to  go 
in to  the hospital a t S775 a day? C an’t 
this procedure be done on  an o u tp a ­
tien t basis? A b ou t fou r o u t o f  five

com panies n ow  require  w orkers to  
g e t p rio r  approval fo r a noncm crgcn- 
cy hosp ita l stay, u p  from  ab o u t 5%  in 
1984, accord ing  to  a survey by co n ­
su ltan t A . F oster H igg ins 8c Co.

W h a t’s w ro n g  w ith  som e intelli­
g e n t question-asking? T he docto rs 
claim  th a t too  m uch  o f  the tim e the 
questions arc un in te lligen t and tim e- 
w asting  and th a t cost-conscious re­
view ers can be a hazard  ro patien ts’ 
health . U nsaid  is th a t they  also th rea t­
en d o c to rs’ w ealth .

D r. Jo h n  Kelly, d irec to r o f  quality  
assurance for the  A m erican M edical 
A ssociation , claim s th a t the m ain rea­
son  there  has n o t been “w holesale 

£  abuse o f  pa tien ts” by the  review pro - 
j» cess is th a t docto rs have fough t lon g  

and  hard  w ith  chc reviewers to  have 
care approved . D r. R o b e rt Decker, 
fo u n d er o f  D ow ners G rove, III.- 
based H calthC arc  C om pare  C o rp ., a 
successful, publicly ow ned  u tilization  
review  com pany (F o rb e s ,  Mar. 21, 
1988), acknow ledges tha t there  have 
been prob lem s w ith  som e o f  the h u n ­
dreds o f  review  com panies. Says 
Becker: “ D octo rs have had to  w ait to o  
lon g  on  th e  phono  to  talk to  poorly  
tra ined  peop le ."

O verall, how ever, there  is n o  evi­
dence th a t u tilization  review  reduces 
the  quality  o f  care. A  1989 In s titu te  o f  
M edicine study  fo u n d  n o  “d o cu m en t­
ed anecdotes o r o th e r  in form ation  to  
suggest th a t p rio r review  program s 
arc jeopard iz ing  p a tien t safety” ; the 
study  concluded  th a t “p rem ature  o r  
m isguided regulation  could  stifle 
w orthw h ile  innovations” in u tiliza­
tion  review. In any case, w ith  regula­
tion  loo m ing , the review  industry  is 
develop ing  its ow n  vo lun tary  accredi­
ta tion  standards, nich should  help 
w eed o u t p o o r perform ers.

N onetheless, politicians in a score 
ofsrares, pressed by th e  medical estab-
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