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IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY SENATOR FRANK

Introduced: 4/2/91
Referred: HES, Finance

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to revenue bonds issued by the University of Alaska and approving the

2 issuance of revenue bonds for construction of a student recreation center at the University

3 of Alaska Fairbanks; and providing for an effective date."

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

5 * Section 1. AS 14.40 is amended by adding a new section to read:

6 Sec. 14.40.254. UNIVERSITY REVENUE BONDS, (a) Subject to AS 14.40.253, the board

7 may issue revenue bonds to pay the cost of acquiring, constructing, or equipping a facility that

8 the board determines is necessary.

9 (b) The board may enter into an agreement with a trustee or bond owner for the purpose

10 of securing payment of revenue bonds issued by the University of Alaska to acquire, construct,

11 or equip a facility that the board determines is necessary. The agreement may include the fixing

12 and collection of fees, charges, or rentals pledged to secure payment of the revenue bonds and

13 agreement regarding the use of the proceeds of the revenue bonds.

14 (c) The state pledges not to limit or alter rights vested in the University of Alaska to-■ * ,
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1 fulfill the terms of a contract with revenue bond owners.

2 (d) The board may pledge revenue received by the University of Alaska as fees, charges,

or rentals in order to secure payment of the revenue bonds. A pledge of revenue received by the

4 University of Alaska is considered a perfected security interest and is valid and binding from the

5 time the pledge is made. The pledge creates an immediate lien against property pledged without

6 physical delivery or other act.

7 * Sec. 2. As required by AS 14.40.253, the Board of Regents of the University of Alaska is

8 authorized to issue revenue bonds of the University of Alaska in the principal sum not to exceed

9 $6,000,000 to pay the cost of acquiring, constructing, and equipping a student recreation center at the

10 University of Alaska Fairbanks.

11 !|! Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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James F  Lynch 
Controller and A tociate Vico 
President for Finance

A p r i l  8, 1991

Mr. R ic k  S o l i e ,  L e g i l a t i v e  A id  
O f f i c e  o f  S e n a to r S te ve F ran k 
A la s k a S ta te  Sena te 
P.O . Box V 
Juneau , AK 9S811

Re: S en a te B i l l  232 , U n i v e r s i t y  o f  A la s k a  S tu d e n t R e c r e a t i o n
C e n te r Revenue 3ond A u t h o r i z a t i o n

Dear R ic k ;

T h i s  l e t t e r  i s  i n  re s p o n s e  t o  y o u r r e q u e s t f o r  i n f o r m a t i o n
r e g a r d i n g  t h e  s t u d e n t r e c r e a t i o n  c e n t e r  d e b t a u t h o r i z a t i o n  
r e q u e s t .

I n  i t s  n a r r o w e s t sense , t h e  b i l l  p r o v i d e s  a u t h o r i z a t i o n  t o  is s u e  
revenue bonds f o r  a s p e c i f i c  p r o j e c t ,  t h e  F a i r b a n k s  campus s tu d e n t 
r e c r e a t i o n  c e n t e r ;  ana i n  a b r o a d e r sense i t  p r o v i d e s  th e  
u n i v e r s i t y  w i t h  t h e  a b i l i t y  t o  p le d g e  u n i v e r s i t y  r e c e i p t s  t o
se cu re t h a t  d e b t o r any de b t is s u e d  un de r AS 1 4 .4 0 .2 5 3 .

A s t u d e n t re fe r e n d u m  was h e l d  i n  O c to b e r 1990 a t w h ic h  th e  
F a i r b a n k s  s tu d e n t b o d y  a p p ro v e d a p r o p o s a l f o r  a s se s sm en t o f  a 
s e p a r a t e  a c t i v i t y  fe e  o f  $75 p e r s em e s te r f o r  paym en t o f  d e b t 
s e r v i c e  t o  c o n s t r u c t  an in d o o r r e c r e a t i o n  c e n t e r on campus. Based 
on t h a t  s ta te m e n t o f  s tu d e n t comm itmen t f o r  th e  p r o j e c t ,  t h e  Boa rd 
o f  R egen ts a p p ro v e d  s e e k in g  l e g i s l a t i v e  a u t h o r i z a t i o n  t o  is s u e  
re v e n u e  bo nd s f o r  t h e  r e c r e a t i o n  c e n t e r .  The u n i v e r s i t y  
a d m i n i s t r a t i o n  i s  s u p p o r t i v e  o f  t h e  p r o j e c t  b e c a u s e o f  th e  
p e r s o n a l comm itm en t by th e  s t u d e n t s  t o  pay f o r  t h e  f a c i l i t y  and 
i t s  im p ro v em e n t i n  t h e  q u a l i t y  o f  s t u d e n t l i v e  on campus . 
However, a l t h o u g h  th e  s tu d e n t comm itmen t on a p e r s tu d e n t b a s is  i s
q u i t e  l a r g e ,  t h e  re v e n u e base i s  r e l a t i v e l y  sm a l l f o r  a p r o j e c t
t h i s  s i z e .  D e p e n d in g on d e s ig n  and c o n s t r u c t i o n  c o s t s ,  th e  
p r o j e c t  may have t o  be s c a le d  down, o r  o t h e r  re v e n u e s o u rc e s 
p le d g e d , i n  o r d e r t o  make th e  f i n a n c i n g  f e a s i b l e  and a t t r a c t i v e  t o  
u n d e r w r i t e r s ,  bond in s u r e r s  and i n v e s t o r s .  D e t a i l s  o f  th e  p r o j e c t  
a re e n c lo s e d .

The b i l l  a l s o  g i v e s  th e  u n i v e r s i t y  a b r o a d e r base o f re v e n u e t o  
p le d g e  as s u p p o r t f o r  d e b t t r a n s a c t i o n s .  H i s t o r i c a l l y ,  s p e c i f i c  
re ven ue s have beer, p le d g e d t o  f i n a n c e  s p e c i f i c  p r o j e c t s  such as 
h o u s in g  fe e s  f o r  s tu d e n t h o u s in g , s tu d e n t fe e s  f o r  th e  Ancho rage 
r e c r e a t i o n  c e n t e r ,  and power p l a n t  r e n t  f o r  p l a n t  c o n s t r u c t i o n .  
A l t h o u g h  s p e c i f i c  p l e d g i n g  o f p r o j e c t  re v e n u e s keeps th e  is s u e  
n e a t and t i d y  f r o m  an a c c o u n t i n g  p e r s p e c t i v e ,  i t  p r o v i d e s

313 Gruenlng Building 
Fairbanks, Alaska 89775-6300 
(807)474-7711 
(007) 474-5167 (FAX)

University of Alaska 
Statewide System of Higher Education



considerably less security from the perspe c t i v e  of investors, bond 
insurers and rating agencies. It r e s ults in h i g h e r  inter e s t  
rates, high er bond issuance costs and re strictive co venants such 
as debt service and renovation reserves, p r o p e r t y  and l i a b ilit y 
insurance requirements, and environmental h a z ard indemnification.

In principle, a broad er revenue base for support of a specif ied 
debt, pro vides a more attrac tive debt instru m e n t  for investors. 
This p r o v i s i o n  will put the u n i v e r s i t y  in a b e t t e r  p o s i t i o n  to 
o btain more f a v o rable rates, t erms and c o n d i t i o n s  than m e r e l y  
b e i n g  f orced to accept the d i c t a t e s  of b o n d  insurers, r a c i n g  
agencies and underwriters. For example, in s t r u c t u r i n g  a debt 
issue for a s p e c i a l i z e d  service facility, such as the s t u dent 
r ecrea t i o n  center, the project fees m a y  be a d e qu ate to p a y  the 
actual debt service, but b o n d  insurers, r ating a g e ncies or the 
market m a y  require pledged fees to be 125 percent or 140 percent 
of the e s t i mated annual debt service. The minimal revenue pledge 
may a l s o  r e q u i r e  a l t e r n a t i v e  t e r m s  and c o n d i t i o n s  to p r o v i d e  
comfort to the investor such as higher interest rates, large debt 
service a nd r e n o v a t i o n  reserves, and a host of r e s t r i c t i o n s  on 
construction and operation of the facilities.

A b r o ade r revenue base will allow the u n i v e r s i t y  to put toget her 
more sensible, flexible and s a l e a b l e  f i n a n c i n g  packages. F or 
instance, it m a y  be able to p a y  the a ctua l debt service w ith 
p r o j e c t  fees, but p r o v i d e  a c r i t i c a l  m a r g i n  of s e c u r i t y  to 
investors by an additional pledge of other student fees; it may be 
able to s t r u cture the debt over a s h o r t e r  t e r m  if c o n s i d e r e d  
n e c e s s a r y  for market or debt p o l i c y  reasons; it m a y  be able to 
struct ure ievel debt service p a y m e n t s  or subsi d i z e  the student 
c o ntributi on in early years, so as to take advantage  of h i g h e r  
student contributions resulting from a larg er student p o p u l a t i o n  
and fee inflation in later years.

The u niversity has issued very little lon g-term debt. Its loLal 
FY91 debt service, including principal and interest payments, for 
l o n g - t e r m  debt is $2.7 m i l l i o n  ( a p p r o x i m a t e l y  1.3 p e r c e n t  of 
u n r e s t r i c t e d  current fund revenues, which is e x t r emely low) and 
levels off at a p p r o x i m a t e l y  $2 m i l l i o n  in. F Y 9 4 . The B o a r d  of 
Regents is c u r r e n t l y  w o r k i n g  on debt p o l i c y  w h i c h  will p l a c e  
c o n s t r a i n t s  on f u r t h e r  debt i s s u a n c e s .  E n c l o s e d  for y o u r  
information is a draft copy of the Regents' debt p o l i c y  relatin g 
to f a c i l i t i e s  and real p r o p e r t y  i m p r o v e m e n t s ,  a c o p y  of a 
u n i v e r s i t y  l o n g - t e r m  debt s e r v i c e  s c h e d u l e  and a copy of a 
schedule of revenue bond debt comparison for several other states 
which I r e c e ived from Dan K a plan of John N uveen & Co. several 
months ago.

-If you have any questions or if I can be of any assistance, please 
let me know,

Sincerely,



W O H L F O R T H ,  A R G E T S I N G E R ,  J O H N S O N  &  B R E C H T
P E T E R  A R G E T S I N G E R  
J U L I U S  J .  B R E C H T  
C Y N T H I A  L .  C A R T L E O G E  
R G O E R T  M .  J O H N S O N  
B A R B A R A  E .  K I S 5 N E R  
T H O M A S  C  K L I N K N E R  
A N D R E W  M .  L E B O  
B R A D L E Y  C .  M E Y E N  
J A M E S  A .  S A R A F I N  
K E N N E T H  E .  V A S S A R  
E R I C  E .  W O H L F O R T H

A PROFESSIONAL CORPORATION
A T T O R N E Y S  A T  L A W

T E L E P H O N E  1 9 0 7 1  2 7 0 0 4 0 1  

T E L E C O P Y  ( 0 0  7 )  2 7 C V & 0 0 3

9 0 0  W E S T  5 7 H A V E N U E .  S U I T E  6 0 0
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R O G E R  G .  C O N N O R

April 4, 1991

Mr. Rick Solie
Office of Senator Steve Frank 
Alaska State Senate 
P.O. Box V 
Juneau, Alaska 99811

RE: University of Alaska Legislative Bill
Our File Number 3120.0004

Dear Mr. Solie:

You have asked me to explain the technical reason for the Bill relating
to Bonds issued by the University of Alaska and approving the issuance of 
Revenue Bonds for Construction of a Student Recreation Center at the University 
in Fairbanks.

The bill is a necessary addition to the legislation passed last year
allowing the University to issue debt. The bill provides that the University may 
enter into agreements securing bonds and that those agreements may provide for 
the fixing and collecting of fees, rentals, or charges of the University to secure 
bonds. The bill also gives the Board of Regents power to pledge revenues to 
secure bonds.

The power to pledge revenues to secure bonds is an essential
element of the permission to issue revenue bonds. Revenue bonds are by nature 
bonds secured only by the revenues of particular facilities. The existing permission 
of the University to issue debt lacked the essential feature of the ability to pledge 
revenues of the University to secure that debt. The proposed bill remedies that 
omission.



Mr. Rick Solie
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In addition, the bill contains a specific authorization for indebtedness 
in respect of the student recreation center in Fairbanks.

If you desire further information, please contact me.

Very truly yours,

WOHLFORTH, ARGETSINGER, JOHNSON 
& BRECHT

Eric E. Wohlforth

cc: Mr. James Lynch
University of Alaska, Fairbanks



Regents' Policy

05.01.09

Part V p M

Finance and Business Management 

Chapter I 

Debt and Credit

A. Scope:

This p o l i c y  applies to all external debt transactions of the
U n i v e r s i t y .

3. Purpose:

The purpose of this policy is:

1. To m a i n t a i n  the creditwort hiness of the University  and 
the state of Alaska;

2. To m i n i m i z e  the cost of capital for a c q u i s i t i o n  and 
construction and/or leasing of facilities;

3. To provid e guidelines for debt financing the acquisition 
or construct ion of essential facilities and other real 
property improvements; and

4. To p r ovide guidelines for equipment financing and other 
credit transactions.

C. Facilities and Real Property Improvements:

1. All facilities and other real p r o p e r t y  debt issuances 
must be approved by the B oard of Regents.

2. The U n i v e r s i t y ' s  annua l debt service, i n c l u d i n g  any 
p r o p o s e d  issue, shall not exceed 5% of the University's 
unrestricted revenues.

3. Refuiiuiiiy _r refinancing debt shall be issued only if it 
r e s u l t s  in a net p r e s e n t  value savings, e l i m i n a t e s  
restri ctive covenants or provides other ben efits w hich 
can be clearly demonstrated.

4. Each debt issue, or h o mog eneous group of debt issues, 
shall have a level or declining debt service schedule.

5. The final maturity for any new debt issues, excluding  
r e f u n d i n g  issues, shall shall not e x c e e d  75% of the 
u s e f u l  life of the faci l i t y  p u r c h a s e d  or c o n s t r u c t e d  
with the proceeds.



R e g e n t s 1 Policy 05.01.09 
Debt and Credit Policy

6. The final m a t urity  for any refund ing issues, excluding 
i n t e r i m  or tempo r a r y  financings, shall not e x c e e d  the 
final maturity of the debt being refunded.

7. Debt p r o c e e d s  not e x p e n d e d  for direct a c q u i s i t i o n  or 
financing costs in accordance with the expenditure plan 
ap p ro ved by the Board shall be used to defease or redeem 
the related debt at the earliest allowed time.

8. Debt p r o c e e d s  shall not be u s e d  to p a y  or reimburse
U n i v e r s i t y  d e p a r t m e n t s  or e m p l o y e e s  for the cost of 
s e r v i c e s  or expen ses u n les s such costs are d i r e c t l y
a s s i g n a b l e  to the p r o j e c t  in a c c o r d a n c e  w i t h  the 
expenditure plan approved by the Board,

9. The U n i v e r s i t y  shall e n g a g e  an e x t e r n a l  f i n a n c i a l
a d v i s o r  for e a c h  debt issue to p r e p a r e  a l etter  of
c o m m e n t  a n d  r e c o m m e n d a t i o n  ( i n c l u d i n g  the t y p e  of
f i n a n c i n g ,  call, s e c u r i t y  a n d  c r e d i t  e n h a n c e m e n t  
features, term, time and manner of sale, reasonableness 
of costs and other terms and conditions) and evaluate at 
the time of issuan ce the r e a s o n a b l e n e s s  of interest
rates, u n d e r w r i t e r  fees, f i n a n c i n g  .costs, r e s e r v e  
requirements and other related issues.

10. The U n i v e r s i t y  shall engage ext ernal b o n d  c o u n s e l .for 
e a c h  t a x - e x e m p t  debt issue to p e r f o r m  all Se rvices 
c u s t o m a r i l y  p r o v i d e d  b y  b o n d  c o u n s e l ,  i n c l u d i n g  
p r e p a r a t i o n  o r  r e v i e w  of a l l  d e b t  a u t h o r i z i n g  
resolutions and related documents and agreements.

11. T h e  U n i v e r s i t y  s h a l l  u s e  a p p r o p r i a t e  c o m p e t i t i v e  
proced ures for selection of financing consultants, bond 
counsel, underwriters, trustees, b o n d  insurance and for 
sale of debt.

12. The U n i v e r s i t y  shall p r o v i d e  the state B o n d  Committee 
n o t i c e  of all debt issuances 60 days p r i o r  to p l anned 
issuance, i n c l u d i n g  a d e s c r i p t i o n  of the p r o j e c t  and 
details of the financing plan.

13. The C o m m i s s i o n e r  o f  R e v e n u e  s h a l l  b e  i n v i t e d  to 
p a r t i c i p a t e  i n  the o r g a n i z a t i o n  and m a n a g e m e n t  of all 
p resen t a t i o n s  to rating agencies and the p r eparation of 
official statements.



FY91
FY92
FY93
FY94
FY95
FY96
FY97
FY98
FY99
FYOO
FY01
FY02
FY03
FY04
FY05
FY06
FY07
FY08
FY09
FY10
FY11
FY12

University of Alaska
Total Debt Service Schedule

December 31, 1990

Notes
Revenue

Bonds
Leasehold

Obligations
Certificates of 

Participation Total

$ 992,276.08 $ 530,067.90 $ 1,144,607.50 $ 53,889.53 $ 2,720,841.01
993,176.00 524,511.65 1,139,720.00 162,313.76 2,657,407.73

2,072,215.02 528,749.16 1,137,820.00 180,638.76 3,738,784.18
475,285.80 527,430.41 940,170.00 187,791.26 1,942,886.21
475,435.80 539,736.65 1,178,505.00 1 94,273.76 2,193,677.45
191,935.80 527,167.91 1,171,002.50 205,086.26 1,890,106.21
191,935.80 529,567.91 1,170,077.50 209,726.26 1,891,581.21
191,935.80 531,442.90 1,160,510.00 218,603.76 1,083,888.70
191,935.80 527,736.65 1,162,027.50 221,326.26 1,881,699.95
191,935.80 522.884.16 1,159,075.00 223,338.76 1,873,894.96
191,935.80 470,233.06 1,156,365.00 229,641.26 1,818,533.86
191,935.80 439,617.43 658,535.00 229.878.76 1,290,088.23
191,935.80 289,732.31 656,858.75 229,303.13 1,138,526.86
191,935.80 230,551.03 657,450.00 237,503.13 1,079,936.83
191,935.80 132,410.25 654,957.50 244,228.13 979,303.55
191,935.80 128,810.25 654,005.00 239,662.50 974,751.05
191,935.80 130,210.25 654,115.00 233,806.26 976,261.05
191,935.80 50,135.25 650,312.50 103,687.50 892,383.55
191,935.80 191,935.80
191,935.80 191,935.80
131,935.80 191,935.80
159,932.12 159,932.12

$ 8,239,293.70 $ 7,160.995.13 $ 17,106,113.75 $ 3,604.699.04 $ 36,111,101.62

I



Comparison o f State General 
O bligation and University Debt 

(dollars in thousands)

Population
General Obligation Debt
G.O. Ratings
University Revenue Debt(l)
Ratings (2)

Delaware
633,000

$456,530

Montana
819,000

$83,390

$45,515 $123,828

NorthDakota
679,000

$138,095
AA/AA* Aa/AA- Aa/AA-

$26£7^

Oklahoma \fermont Wyoming

NR/A A* Aaa/AAA Al/A

3,305,0(10

$80376
Aa/AA

$66,040

A/A

541/W0

A a /A A

$63,530

507/XK)

$271/510 $ -O-

NR/NR

$46/565

A/AA Aaa/AAA

(1) Student feê, general receipts or auxiliary enterprise fund debt,
(2) Triple A ratings are for insured issues.
Note; AS but three state university systems (Hawaii, Mississippi and Oregon) have received legislative authorization for some type of university revenue bond finandng.

Sounce: Moody's Bond RecordS 6c P Munidpal Bond Bank



John Vosmek Architect
16 January. 19£1_ -----------------------------------------

UAF ATHLETIC FACILITY DESIGN RECEIVES STUDENT 
APPROVAL AND SUPPORT

John Vosmek Architect has recently completed preliminary plans and a model of 

a student recreation center for the campus of the University of Alaska - 

Fairbanks. The design and model were used as informational materials in a 

successful campaign to win student approval of a fee assessment to 

service approximately $5,000,000 in bonds to support the project. Snow on 

the ground from October to May and temperatures commonly dropping to -40F 
make indoor recreation space particularly important to the quality of life and 

recruitment and retension on this campus.

The student recreation center will house the first increment of an indoor 

running course and a multi-purpose space (to support three basketball, 

tennis or volleyball courts or, with a roll-out synthetic turf, a multi-purpose 

indoor field). Space for free weights and conditioning equipment, a 

dance and aerobics area and support facilities for cross country skiing 

arc included with recreational lockers and changing rooms. The design 

also defines additions to accommodate an extended indoor running course and 

needed circulation and handicapped access improvements, which would 

be accomplished with complementary state funds.

This step toward the binding of the facilities improvements is part of a multi­

year effort to find funding altematves during the economic downturn which 

started in 1985-1986 in the state of Alaska.

Revisions updating an athletic facilities master plan for the campus, 

originally drafted in 1986, are currently being completed.

PROJECT SUMMARY

Project: Student Recreation Center (Fieldhouse)
University of Alaska - Fairbanks

Client: University of Alaska Facilities Planning and Constr.

Constr. Budget: approx. $4,000,000 ($6,600,000" lircir'CXfê auesi)

Area: 55,700

Completion; Fall 1992 (earliest)



U n iv e r s i t y  o f  A la s k a

S tu d e n t R e c re a t io n  C e n te r  on  F a irb a n k s  Campus 

B a ckg ro u n d

A s e l f  e v a lu a t io n  s tu d y  i n  1985 d e te rm in e d  t h a t  th e  P h y s ic a l E d u c a t io n  

in t r a m u r a l ,  r e c r e a t io n  and a t h l e t i c  p ro g ra m  on th e  U n iv e r s i t y  o f  A la s k a  

F a irb a n k s  campus has m a jo r  c o n s t r a in t s  because  o f  f a c i l i t y  in a d e q u a c ie s .  

N a t io n a l l y  recommended s ta n d a rd s  f o r  r e c r e a t io n a l  f a c i l i t i e s  show UAF 

c u r r e n t l y  a t  a d e f i c i t  o f  3 0 ,0 0 0  s q u a re  f e e t  and  p r o je c t  a d e f i c i t  o f  

6 0 ,0 0 0  s q u a re  f e e t  b y  th e  y e a r  2000 .

A c o m p re h e n s iv e  m a s te r p la n  to  a id  th e  o r d e r ly  im p le m e n ta t io n  o f  b o th  

th e  im m e d ia te  and lo n g  te rm  f a c i l i t i e s  f o r  a t h l e t i c  and r e c r e a t io n  needs 

was d e v e lo p e d  i n  1986, L a s t  F e l l ,  th e  m a s te r  p la n  was r e v is e d  to  

p r i o r i t i z e  th e  enhancem ent o f  s tu d e n t  r e c r e a t io n  and  in t r a m u r a l

f a c i l i t i e s  i n  th e  m oat c o s t - e f f e c t i v e  m anner.

The p ro p o s e d  r e c r e a t io n  c e n te r  w i l l  be  p r im a r i l y  f o r  s tu d e n t  u s e . A

c o m m itte e  o f  s tu d e n t  r e p r e s e n ta t iv e s  w i l l  e n s u re  th e  new f a c i l i t y  ia

re s p o n s iv e  to  th e  r e c r e a t io n a l  needs and  i n t e r e s t s  o f  s tu d e n ts .

P r o je c t  Scope

I t  i s  th e  recom m enda tio n  o f  th e  D e p a rtm e n t o f  A t h l e f ' c s  and Campus 

R e c re a t io n  t h a t  a new a l l - w e a t h e r  m u lt ip u rp o s e  fa c x _ _ - y  ( e s t .  4 0 ,0 0 0  

s q u a re  f e e t )  be b u i l t  a d ja c e n t  t o  th e  h o c k e y  a re n a  t h a t  w o u ld  in c lu d e  an 

e le v a te d  in d o o r  jo g g in g  c ra c k  (8  la p s  t o  a m i le )  and  a s y n th e t ic  p la y in g  

s u r fa c e  w h ic h  w o u ld  c o n s is t  o f  th r e e  (3 )  b a s k e tb a l l  c o u r t s .  Any one o f  

th e  c o u r t s  c o u ld  accommodate th e  f o l lo w in g  a c t i v i t i e s ;  v o l l e y b a l l ,  

b a d m in to n , te n n is ,  s o c c e r ,  d a n ce , o r  f r e e  p la y ,  A p o r ta b le  mesh n e t t i n g  

w o u ld  s e p a ra te  each c o u r t .  W ith  th e  th r e o  c o u r ts  c o v e re d  w i t h  

a r t i f i c i a l  t u r f ,  I t  w o u ld  ba u se d  f o r  s o c c e r ,  s o f t b a l l ,  and f l a g



f o o t b a l l .  On th e  second f l o o r ,  a lo n g  w i t h  a jo g g in g  t r a c k ,  w i l l  be i  

w e ig h t  and c o n d i t io n in g  a re a . I n  th e  f u t u r e ,  a c o n n e c t io n  o f  th e  

S tu d e n t  R e c re a t io n  C e n te r t o  th e  e x i s t i n g  P a t t y  C a n te r  w i l t  be b u i l t  

t o  c o m p le te  th e  p r o je c t .

Funding

A s tu d e n t  p e t i t i o n ,  w i t h  o v e r  f o u r  h u n d re d  s ig n a tu r e s ,  was p re s e n te d  to  

th e  UAF A d m in is t r a t io n  i n  December o f  1989 , a s k in g  f o r  a re fe re n d u m  on 

th e  p ro p o s e d  p r o je c t .  The p e t i t i o n  p ro p o s e d  t h a t  fu n d in g  f o r  d e s ig n  and 

c o n s t r u c t io n  o f  th e  S tu d e n t R e c re a t io n  C e n te r  come fro m  th e  s a le  o f  

re v e n u e  bonds to  be a m o r t iz e d  o v e r  th e  tw e n ty  y e a rs  b y  an in c re a s e  in  

s tu d e n t  a c t i v i t y  fe e s .  The re fe re n d u m  wee a p p ro v e d  b y  s tu d e n t  v o te  on 

O c to b e r  25 , 1990.

A t  i t ' s  m e e tin g  on  F e b ru a ry  2 1 -2 2 , 1991 , th e  B oa rd  o f  R egen ts  a p p ro ve d  

th e  fu n d in g  c o n c e p t f o r  th e  f a c i l i t y  on  th e  F a irb a n k s  Campus and 

a u th o r iz e d  th e  U n iv e r s i t y  A d m in is t r a t io n  to  re q u a e t th e  l e g is la t u r e  

e n a c t  l e g i s l a t i o n  a u th o r iz in g  th e  U n iv e r s i t y  o f  A la s k a  to  is s u e  ta x  

e xem pt re ve n u e  b o n d s , c e r t i f i c a t e  o f  p a r t i c i p a t i o n ,  o r  o th e r  f in a n c in g  

in s t r u m e n ts  f o r  th e  c o n s t r u c t io n  o f  th e  f a c i l i t y .  F u r th e r ,  th e  B oa rd  o f  

R e g e n ts  m o t io n  in c lu d e d  th e  a u t h o r iz a t io n  to  i n i t i a t e  a c t io n  to  se cu re  

i n t e r im  and p e rm anen t f in a n c in g  and c o n s t r u c t io n  o f  th e  f a c i l i t y  a t  a 

c o s t  o f  a p p ro x im a te ly  $ 5 .9  m i l l i o n ,  in c lu s iv e  o f  c o s t  o f  d e b t is s u a n c e  

and  f in a n c in g  re s e rv e s .



V f i A P T

FINANCIAL STATEMENT FOR 
UAF STUDENT RECREATION CENTER

C o n s t r u c t io n  E s t im a te  1 /1 6 /9 1  $ 4 ,0 7 6 ,8 6 3

T o t a l  P r o je c t  C o s t E s t im a te  $ 5 ,4 3 5 ,8 1 7

Rounded $ 5 .5  M i l l i o n

UAF Enrollment Figures:

A $ 7 5 /s e m e s te r  a d d i t io n a l  a c t i v i t y  fe e  w o u ld  be c h a rg e d  to  s tu d e n ts  c a r r y in g  
e ig h t  (8 )  o r  m ore c r e d i t s .

S p r in g  1990 •» 3 ,4 3 7  s tu d e n ts
F a l l  1991 « 3 ,7 6 3  S tu d e n ts  ( b e fo r e  d ro p /a d d )

F o r e s t im a t in g  p u rp o s e s , we u sed  3 ,6 0 0  s tu d e n ts  w i t h  8 o r  m ore c r e d i t  h o u rs :  

3 ,6 0 0  s tu d e n ts  X $ 1 5 0 /y e a r  -  $ 5 4 0 ,0 0 0 /y e a r  fe e  incom e,

OPTION 1

Use s tu d e n t  fe e s  to  pay  o f f  d e b t o v e r  tw e n ty  y e a rs

A n n u a l d e b t  s e r v ic e  (20  y r s )  f o r  5 ,5 0 0 ,0 0 0  (3 7.5% in t e r e s t  -  $ 5 3 9 ,5 1 1 /p e r  y r .

January 21, 1991

OPTION 2

R e q u e s t s t a t e  f ^ n ^ n c in g  a s s is ta n c e  f o r  $ 2 .5  m i l l i o n  and re d u ce  th e  d e b t to  te n  
(1 0 )  y e a rs ,

$ 3 ,0 0 0 ,0 0 0  X .  S tu d e n t F in a n c e d  D eb t
$ 2 ,5 0 0 ,0 0 0  N. S ta te  A p p r o p r ia t io n

$ 5 ,5 0 0 ,0 0 0  T 'q ta l P r o je c t  C oat

A n n u a l d e b t  s e r v ic e  (10  y r s )  f o r  $ 3 ^ 0 0 0 ,0 0 0  @ 7.5% in t e r e s t  «  $ 4 3 7 ,0 5 8 ;p e r  y r .

(T h is  c o u ld  p ro d u c e  a p p ro x im a te ly  $ 1 0 0 ^ 0 0 / y r  c u s h io n  a g a in s t  d e c l in in g  
e n r o l lm e n ts  o f  u n fu n d e d  o p e r a t in g  c o s ts  ch: e a r ly  d e b t r e t i r e m e n t ) .

NOTE: This op tion  requ ires amending the FY92 Capita l Request.
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S E N A T O R  C U R T  M E N A R D

P . O .  B O X  V  

R O O M  4 2 7  

S T A T E  C A P I T O L  

J U N E A U ,  A L A S K A  9 9 8 1 1  

( 9 0 7 )  4 6 5 - 3 7 6 2

Senate Committee on 
Health, Education and Social Services

M E M O R A N D U M 23 April 1991

T O Members, Senate H E S S  Committee

FR OM: Senator Arliss Sturgulewski

Senate Bill 239 requires companies conducting utilization 
reviews to obtain a license from the Department of Commerce &  
Economic Development.

S E C T I O N  1:

Adds regulation of private review agents to the duties of the 
Department of Commerce &  Economic Development for centralized 
licensing.

S E C T I O N  2:

This legislation adds a new chapter to Title 8 entitled Private Review 
agents.

Sec. 08.85.010 sets out the purposes of this chapter.

Sec 08.85.020 requires companies conducting utilization 
reviews to obtain a license from the Department of Commerce &  
Economic Development.



Sec 08.85.030 requires the applicant to submit an application 
with a utilization review plan includes:

-standards used in evaluating care proposed or delivered.

-circumstances under which utilization review m a y  be 
delegated to a hospital utilization review program,

-provisions for appeal and a time frame for that appeal

-number, type, and qualifications of personnel employed

-procedures to ensure access by patients and providers

-assurances that a determination of medical 
inappropriateness will not be rendered unless an appropriately 
qualified physical and conferred with the patient's attending 
physician

-assurances that a determination of medical 
inappropriateness will not be rendered except in writing

-procedures to ensure confidentiality of confidential medical 
records

-prohibitions against patient interviews without consent

-prohibitions against incentive payments

-a copy of material furnished to patients and providers 
informing them of the requirements of the utilization review plan

-a list of health care insurers for which the agent performs 
services

-evidence of liability insurance

-prohibitions against retrospective denial of payment for 
treatment.

Sec 08.85.040 allows the department of renew a license after 
receipt of an application, a renewal fee, and a list 01 complaints made



to the agent and their resolution.

Sec 08.85.050 provides for additional time to prepare 
documentation and allows the applicant to apply for a hearing if an 
application is denied. The hearing is to be held in accordance with 
the Administrative Procedures Act.

Sec. 08.85.060 allows the department to revoke a license if the 
holder of the license fails to comply with the plan required under 
08.85.030.

Sec. 08.85.070 provides that a patient or provider m a y  file a 
complaint against a private review agent and m a y  request that the 
department revoke the license of the agent or require that the agent 
demonstrate proof of compliance.

Sec 08.85.080 directs the department of adopt regulations to 
implement this chapter.

Sec 08.85.090 exempts private review agents that operate 
under federal law or under contract to the fede al government.

Sec 08.85.100 requires the department to furnish a list of 
private review agents and their license expiration dates to hospital 
utilization review programs and others w h o  m a y  request the list.

Sec 08.85.110 prohibits a private review agent from disclosure 
or publication of individual medical records.

This section prohibits a person seeking payment of a 
reimbursement for hospital or medical ser .-ices from invoking the 
privilege of confidentiality arising from a physician-patient 
relationship.

This section says a patient is entitled to inspect and copy 
records developed or maintained by a private review agent 
pertaining to the health care in question.

Sec 08.85.150 defines terms used m  this chapter 

S E C T I O N  3:

amends the Administrative Procedures Act to add the



Department of Commerce concerning the licensing and regulation 
of private review agents under 08.85.

SECTION 4:

Gives an immediate effective date to section two of this bill.



A l a s k a  S t a t e  L e g i s l a t u r e

MEMORANDUM

To: Senator Arliss Sturgulewski
Senate HESS Chair

From: Senator Virginia Coll

Date: April 24, 1991

Subject: SB239

I have read SB239 and have notes from my staff about the first 
hearing on this bill in Senate HESS today.

I would like your consideration of changing the qualifications of the 
nursing staff for the Utilization Review Agent. I feel a Registered Nurso 
with five years clinical experience in the field they are reviewing would 
be sufficient.

Thank you for your consideration, I will be happy to talk to you 
further about this bill at your convenience.

PRINTED ON RECYCLED PAPER
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^  ^  SENATE BILL NO. 239

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION 

B Y  IIIK S K N A T K  H E A L T H ,  K D U C A T I O N  A N D  S O C I A L  S E R V I C E S  C O M M I T T E E

Introduced: 4/5/91
Ue loncd : MKS, L& C , Finance

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 I. AS 08.01.010 is amended Ay 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 (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 providers by

14 ensuring that private health care review agents are qualified to perform utilization review

S 110239a ' -I-
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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 m accordance with applicable state and federal laws.

I Sec. 005.020. 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

S person is providing those services under contract. This section does not apply to a person

9 affiliated with a hospital.

1(1 (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

Id 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

IS approves a utilization review plan that will be provided to patients and providers that includes

IV fl) the specific review standards, criteria, and procedures to be used in evaluating

20 hospital or outpatient care that has been proposed or is being or has been delivered;

21 (2) those circumstances under which utilization review may be delegated to a

22 hospital utilization review program;

25 (3) the provisions by which patients or providers may seek prompt reconsideration

24 or appeal of adverse decisions by the private review agent and the time period in which the

25 private review agent must respond to the request for reconsideration or appeal;

2"' (4) the number, type, and qualifications of the personnel employed by or under

27 contract with the private review agent to perform the utilization review including

2S (A) the requirement that a private review agent have available the services

2V of sufficient numbers of registered nurses with masters degrees, or similarly qualified

30 persons, supported and supervised by physicians trained in the appropriate specialty area.

31 to carry out its utilization review activities, or to have appropriate numbers of physicians

SO 239 S00239a



1 trained in the appropriate specialties tor which utilization review is being conducted; and

2 (B) a requirement that only a physician trained in a relevant specialty or

3 subspecialty and licensed in the state be permitted to make a final determination that care

-I rendered, being rendered, or to be rendered in that specialty or subspecialty is medically

5 inappropriate;

<> (5) the procedures and policies to ensure that a representative of the private

7 review agent is reasonably accessible to patients and providers at least five days a week during

8 normal business hours and that payment will not be denied for treatment rendered

9 (A) during a period when a private review agent is not accessible; or

10 (B) when the appeal of an adverse decision is pending;

11 (6) the requirement that, except in exceptional circumstances, a determination that

12 care rendered, being rendered, or to be rendered is medically inappropriate may not be made until

13 an appropriately qualified review physician has conferred with the patient's attending physician

14 and reviewed all pertinent information concerning the medical care delivered or proposed:

15 (7) the requirement that a determination that care rendered, being rendered, or to

16 be rendered is medically inappropriate must include the written evaluation and findings of the

17 reviewing physician;

IS (8) the procedures and policies to ensure that all applicable state and federal laws

19 to protect the confidentiality of individual medical records are followed;

20 (9) prohibitions against a private review agent entering a hospital to interview a

21 patient unless the attending physician is advised of the interview with reasonable advance notice,

22 and the attending physician or the physician’s designee is allowed to attend the interview;

23 (10) a prohibition against an incentive payment provision or plan contained in a

24 private review agent’s contract with an entity paying for health care services under which the

25 agent’s compensation is based on controlling the amount charged for services, duration of

26 services, or setting in which services are rendered and a prohibition against the agent receiving

27 the incentive payment;

28 (11) a copy of the written material intended to be sent to patients and providers

29 to inform them of the requirements of the utilization review plan:

30 (12) a list of the health care insurers for which the private review agent is

31 performing utilization review in the state and a brief description of the services it is providing
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lor cacti client, including an affirmation that a payment incentive provision or plan designed to 

control the amount, duration, or setting in which services are rendered does not exist with respect 

to each client;

(13) evidence of liability insurance carried by the private review agent to cover 

potential liability from its activities under this chapter in an amount, type, nature, and carrier 

satisfactory to the department;

(14) provisions that, in the absence of fraud, prohibit retrospective denial of 

payment for treatment after it has been initially approved by the private review agent;

(15) other information the department determines to be appropriate.

Sec. 08.85.040. RENEWAL OF LICENSE, (a) The department shall renew the license 

of a private review agent holding a license under AS 08.85.020 if. before the license expires, the 

agent

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

AS 08.85.030(b), and submits the appropriate renewal fee; and

(2) meets the qualifications for issuance of a license under AS 08.85.020(b).

(b) An application for renewal of a private review agent license must include a list of

all complaints made to the agent by patients or providers and a brief description of how the 

complaints were resolved, including the nature of the complaint, the review process, and the time 

between the filing of the complaint and its resolution.

Sec. 08.85.050. DENIAL OF LICENSE OR RENEWAL APPLICATION, (a) Before 

denying an application for a private review agent license or for renewal of a license, the 

department shall provide the applicant with reasonable time to supply additional documentation 

establishing that the applicant is entitled to a license or to renewal of a license.

(b) An applicant who is denied a license or renewal of a license shall be afforded the 

opportunity for a hearing. The hearing shall be conducted by the department. The hearing shall 

be held in accordance with AS 44.62.330 - 44.62.630.

Sec. 08.85.060. REVOCATION OF LICENSE, (a) The department may revoke a 

license if the holder fails to comply with a utilization review plan filed by the holder under 

AS 08.85.030(b) or otherwise violates a provision of this chapter or a regulation adopted under 

this chapter.

(b) Before revoking a license under this section, the department shall provide the license
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1 holder with reasonable time to supply additional i iformation demonstrating the holder's

2 compliance with the requirements of this chapter.

3 (c) A license holder whose license is proposed for revocation by the department shall be

•4 afforded the opportunity for a hearing. The hearing shall be held in accordance with

5 AS 44.62.330 - 44.62.630.

6 Sec. 08.85.070. COMPLAINTS AGAINST LICENSE HOLDER, (a) A patient or

7 provider may file a complaint with the department alleging that a private review agent is not in

8 compliance with this chapter or the regulations adopted under this chapter or with other

9 applicable federal or state law. The complaint may request that the department revoke the license

10 of the agent or require that the agent demonstrate to the department proof of compliance.

11 (b) Proceedings under this section shall be conducted in accordance with AS 44.62.330 -

12 44.62.630.

13 (c) If the department fails to render a decision on a complaint brought by a patient or

14 provider within 90 days, the patient or provider shall have the right to bring suit in the superior

15 court to compel the department to take an action specified in (a) of this section.

16 (d) This section may not be construed to deprive a patient, a provider, a private review

17 agent, or a health care insurer of a right available under other provisions of law.

18 Sec. 08.85.080. REGULATIONS. The department shall adopt regulations to implement

19 the provisions of this chapter, including regulations

2(1 (1) establishing license application and renewal fees in an amount sufficient to

21 pay for the costs to the department of administering this chapter:

22 (2) establishing rules of procedure consistent with AS 44.62.330 - 44.62.630.

23 Sec. 08.85.090. EXEMPTION. A private review agent that operates solely under contract

24 with the federal government or an agency of the federal government for utilization review of

25 patients eligible for health related services under 42 U.S.C. 1395 - 1395ccc (Subchapter XVIII

26 of the Social Security Act), 42 U.S.C. 1396 - 1396s (Subchapter XIX of the Social Security Act),

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

28 from the licensing requirements of this chapter.

29 Sec. 08.85.100. LIST OF PRIVATE REVIEW AGENTS. The department shall

30 periodically provide a list of licensed private review agents and the expiration date for their

31 licenses to all hospital utilization review programs and to other individuals or organizations
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requesting the list. The department may charge a reasonable fee for providing the list.

See. 08.85.110. PATIENT CONFIDENTIALITY AND RECORDS, (a) A private review 

agent may not disclose or publish individual medical records or other confidential information 

obtained in the performance of activities as a private review agent, except that an agent may 

provide patient information to a third party to which the agent is under contract or with which 

it is affiliated.

(b) A person seeking payment of a reimbursement for hospital or medical services may 

not invoke the privilege of confidentiality arising from a physician-patient relationship to 

withhold pertinent information from review of those services by a private review agent.

(c) Notwithstanding the provisions of this chapter or another law. a patient is entitled to 

inspect and copy records developed or maintained by a private review agent pertaining to the 

health care rendered, being rendered, or proposed to be rendered to the patient.

(d) This chapter may not be construed to allow a private review agent to take actions that 

violate a state or federal statute or regulation concerning confidentiality of patient records.

Sec. 08.85.150. DEFINITIONS. In this chapter,

(1) "department" means the Department of Commerce and Economic

Development;

(2) "health care insurer" means a person in the business of making payments for 

the medical care of others, and includes an insurance company, a nonprofit health service plan, 

a health maintenance organization, a preferred provider organization, an employee assistance 

program, and a health insurance service organization;

(3) "private review agent" means a person who performs a utilization review and 

who is affiliated with, under contract to, or acting on behalf of a person doing business in the 

state, whether or not for profit, or of a health care insurer, but who is not affiliated with a 

hospital;

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

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

allocation of hospital and outpatient resources and services given, being given, or proposed to 

be given to a patient or group of patients, including the approval or denial, or recommendation 

of approval or denial, of payment for hospital or medical services;

(6) "utilization review plan" means a description of the criteria, procedures, and

-6- SU0239a
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1 standards governing utilization review activities performed by a private review agent.

2 * Sec. 3. AS 44.62.330(a) is amended by adding a new paragraph to read:

3 (57) Department of Commerce and Economic Development concerning the

4 licensing and regulation of private review agents under AS 08.85.

5 * Sec. 4. AS 08.85.080 and 08.85.150, enacted by sec. 2 of this Act, take effect immediately under

6  AS 01.10.070(c).
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TE S T IMONY T O  T H E  A L A S K A  SENATE 
HEALTH, EDUCATION, A N D  S OCIA L SERVICE S C O M M ITTEE

ON SENATE B I L L  239 
PR IVATE HEALTH CARE R E V I E W  A GEN TS

SEPTEMBER 18, 1991 
STEPHEN W. HO, M.D.

Good afternoon, M a d a m  C hairwoman Sturgulewski and members of the 
Health Edu cation and Social Service Committee. My name is Stephen 
Ho, I am the A s s o ciate Regional Medical Director for the Western 
Region of A E T N A  H e a l t h  Plan. With me are:

Lynn Withrow, Senior A c count  Ex ecutive
Be verly Hodge, U M  Manager
J u d y  Ketterling, our On Site Concurre nt Revie w Nurse 

in A n c h ora ge
Lyn Gale, M a n a g e r  of the A n c h o r a g e  office

I am a b o a r d  c e r t i f i e d  physician and have practiced in differ ent 
parts of the c o u ntry for over 13 years. My experience with 
utili z a t i o n  m a n a g e m e n t  and m a naged  care includes pract i c i n g  in a 
managed care e nviro nment for over eight years and m a n a g i n g  
u t ili zation r ev iew programs for over ten years as medical director 
for m a naged  indemnity plans, commercial and Med icare h ealth  
mainte n a n c e  organizations. I joined A E T N A  earlier this year to 
oversee the medical man agement programs, both ut ilization review 
and q u a lity assurance, for their HMO's and managed indemnity plans 
in the w e stern r egi on and the on site concurrent review p r ogram in 
Alaska.

I would like to m a k e  a few points co ncer n i n g  ut ilization review 
programs and the bill that is in front of this committee.

First, the goal of utilization r e v i e w  p r ogra m is to make sure that 
optimal medical care  is b eing p r o v i d e d  in a cost effective and cost 
efficient manner. Second, the utili z a t i o n  review program needs to 
be as flexible as the medical care that it is reviewing. Third, 
the full impact of a utilization  r eview program can only be 
realized when there is cooper a t i o n  between the payer and the 
pr o vi der of the medical care.

As I have  mentioned, the goal of utilizatic: i.' r o g r a m  is to
make sure that optimal medical care is bein 'ed at a cost
effective and eff icient manner. Vari ous research j. ...citations have 
shown t h a t  15-35% of the procedures w h i c h  they studied are clearly 
inappropriate. Furthermore, there is wide variation for the rate 
of performance and the length of hospital stay for c e r tain 
procedures from re gion to region w ithin a state and w it hin the
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country. Why is the length of stay of a Caesa r i a n  Section in the 
East C o a s t  5 days versus 3 d a y s  in the West Coast? Why is the 
length of stay for vaginal d e l i v e r y  in C ali fornia 0.9 day versus 2 
days in t h e  East Coast? W h y  one facility will advocate a 14 day 
alcohol r e h a b i l i t a t i o n  p r o g r a m  w h i l e  another one will a d v ocate a 28 
or 30 day program? As these h a v e  been studied m a n y  times, no sound 
r ason for the v a r i a b i l i t y  c a n  be found.
The aim will then be to i d e n t i f y  w h e t h e r  c e r t a i n  practic es are more 
efficient and provide the optimal outcome for the patient. 
Unnec e s s a r y  and inappr o p r i a t e  car e can not only increase the total 
cost of the h e a l t h  care system, b u t  also increase the risks to the 
patients of u n t o w a r d  events, su ch as infection, bleeding, adverse 
reaction, w h e t h e r  from the m e d i c a t i o n s  or anesthesia, pain and 
occasi o n a l l y  death.

More h e a l t h  care service o r  a h i g h e r  level of s e r vice does not 
ne c e s s a r i l y  m e a n  a h igher q u a l i t y  of medical care. In medicine, 
every intervention, w h e t h e r  it is diagno s t i c  or therapeutic, has 
its risks and its benefits. U t i l i z a t i o n  review, in this instance, 
is as king the physicians  to a s s e s s  the way they treat their patient 
by w e i g h i n g  the bene fit and r i s k  of this intervention.

As I have mentioned, the u t i l i z a t i o n  r e v i e w  p r o g r a m  requires the 
same f l e x i b i l i t y  as th e p r a c t i c e  of medicine. The utilization 
review s t a n d a r d s  and c r i t e r i a  are based on prof es s i o n a l  standards 
collected fr om professi onal and spec ialty societies, w r i t t e n  and 
approved by p h y s i c i a n s  w i t h  v a r i o u s  specialty backgrounds. M a n y  of 
these s t a n d a r d s  and c r i t e r i a  are reviewe d b y  outside panels of 
experts. As the a d v a n c e m e n t  of medical science and technology 
progress es rapidly, the u t i l i z a t i o n  r eview p r o g r a m  must have the 
latitude to qui ckly i n c o r p o r a t e  these new chang es into their 
protocols and criteria for certification. R e q u i r i n g  that these 
protocols be publ ished p r i o r  to i m p l e m e n t a t i o n  and r e q u irin g the 
review a g e n c y  to strictly a dhere to these protocols, will result in 
the ina bility to incorporate c h a n g e s  w h i c h  m a y b e  beneficial to the 
patient, in a timely fashion..

Some m a y  t h i n k  that the p r a c t i c e  of m e d icine is an exact science, 
but in r e a l i t y  it is more art than science. Every patient, no 
matter h o w  s i m i l a r  the p r e s e n t a t i o n  of the signs and symptoms, is 
different. The a p p l i c a t i o n  of d i a g n o s t i c  and therapeutic 
modali t i e s  m u s t  be tailore d to the individual need of each patient. 
Si m i l a r l y  in u tili z a t i o n  review, the a p p l i c a t i o n  of clinical 
criteria must be tailored to e a c h  p a t i e n t s  disti n c t  condition. 
Furthermore, just as a p h y s i c i a n  m u s t  alter h i s / h e r  daily treatmen t 
plan in r e s p o n s e  to the c h a n g i n g  need of the patient, the 
utiliz ation r e v i e w  agent needs the same type of a c c e ssib ility to 
current clinical i n f o r m a t i o n  in ord er to determine the 
ap p r o p r i a t e n e s s  for ce rtification . On site review allows for 
daily, f i r s t h a n d  review of a p a t i ent's c o n d i t i o n  b y  looking at the 
medical record. This r e duces  the fr equency of phone calls and 
telephone tags that are a c o m m o n  occurr e n c e  b e t w e e n  the UR company
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and th e  a t t e n d i n g  p h y s i c i a n s  o r t h e  h o s p i t a l s .  I n  o v e r 90% o f  th e  
re v ie w , t h e  p ro c e s s  i s  t r a n s p a r e n t  t o  b o th  t h e  p h y s i c i a n  and th e  
p a t i e n t .  i t  i s  o n l y  when i n d i c a t i o n  f o r  t h e  c o n t in u o u s  
c e r t i f i c a t i o n  i s  m is s in g , t h a t  t h e  r e v ie w  n u rs e  c o n t a c t s  t h e  
p h y s i c i a n  f o r  a d d i t i o n a l i n f o r m a t i o n .  The r e s t r i c t i o n  i n  t h e  fo rm  
o f advance n o t i f i c a t i o n  and p r i o r  a r r a n g em e n t i n  o r d e r f o r  on s i t e  
r e v ie w  w i l l  h i n d e r  t h i s  t im e l y  p r o c e s s . F o r t h e  S ta te  o f A la s k a , 
on s i t e  r e v ie w  has saved t h e  S t a t e  11.8% o f  n e t s u b m i t t e d  e xp e n se s .

Now, l e t  me say a few w o rd s a b o u t t h e  im p a c t o f  t im e l y  u t i l i z a t i o n  
r e v ie w . As can be seen i n  b o th  t h e  p r i v a t e  and p u b l i c  s e c t o r ,  
h e a l t h  c a re  c o s t i s  s k y r o c k e t i n g .  The F e d e r a t io n  go ve rnm en t 
th r o u g h  HCFA have c o n t r a c t e d  w i t h  HMO's t o  p r o v i d e  c a re  t o  M e d ic a re  
and M e d ic a id  p o p u l a t i o n s .  Many p r i v a t e  c o r p o r a t i o n s  have engaged 
u t i l i z a t i o n  r e v ie w  p ro g ram s i n  t h e  fo rm  o f HMO's and managed 
in d e m n i t y  p la n s  t o  d e c re a s e t h e i r  h e a l t h  c a re  c o s t .

I n  t h e  case o f t h e  S ta te  o f  A la s k a , 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  
re v ie w  p rog ram has shown a one y e a r s a v in g  o f $ 1 3 .8 m i l l i o n  o r  21% 
in  h e a l t h  c a re  expenses i n  one y e a r . W? ch AETNA as a a d m i n i s t r a t o r  
t o  CHAMPUS, The D ep a r tm e n t o f  D e fen se has saved $200 m i l l i o n  o r  20% 
o f c o s t o v e r a tw o y e a r p e r i o d  i n  C a l i f o r n i a  and H a w a i i . F o r e v e r y  
d o l l a r  AETNA spends on u t i l i z a t i o n  r e v i e w , c la im  paym en ts a re  
re d u ce d by an a v e ra g e o f $10 . T h i s  t r a n s l a t e s  t o  a lo w e r prem ium 
and in c r e a s e  a v a i l a b i l i t y  o f  h e a l t h  c a r e  in s u r a n c e .

S im i l a r  k in d s  o f  s a v in g s  w ou ld n o t be r e a l i z e d  when r e s t r i c t i v e  
r e g u l a t i o n s  a re  im posed on th e  u t i l i z a t i o n  r e v ie w  p ro g ram . A 
r e c e n t s tu d y  by The W ya t t Company, a n a t i o n a l c o n s u l t i n g  f i r m ,  
r e v e a le d  t h a t :

1 . The r e q u i r e m e n t t h a t  UR d e c i s i o n s  be made by l o c a l  
p h y s i c i a n s  o f  t h e  same s p e c i a l t y  o r  s u b s p e c i a l t y ,  w ou ld 
in c r e a s e  a d m i n i s t r a t i v e  c o s t s  b y 42.5% i n  t h e  f i r s t  y e a r 
and 34% th e  se cond y e a r .

2 . The r e q u i r e m e n t t h a t  t h e  u t i l i z a t i o n  a g e n t be 
c o n t i n u o u s l y  a c c e s s i b l e  w ou ld in c r e a s e  t h e  a d m i n i s t r a t i v e  
c o s t b y 44%.

O f c o u r s e , w i t h  t h i s  k i n d  o f in c r e a s e  i n  a d m i n i s t r a t i v e  c o s t ,  t h e  
h e a l t h  c a re  c o s t s a v in g  w i l l  be g r e a t l y  d im in i s h e d .

F i n a l l y ,  I  w ou ld l i k e  t o  a d d re s s some o f  t h e  o t h e r  p r o v i s i o n s  o f 
t h i s  b i l l  w h ic h a r e  o f c o n c e rn :

1 . The re q u i r e m e n t o f  t h e  u t i l i z a t i o n  r e v ie w  n u rs e  t o  have
a M a s t e r ' s  Deg ree i s  u n n e c e s s a r y . C l i n i c a l  e x p e r ie n c e  i s  
j u s t  as im p o r t a n t ,  i f  n o t more im p o r t a n t ,  th a n  an 
advanced d e g re e . R e q u i rem e n t o f  a M a s t e r ' s  d e g re e w i l l  
o n l y  s e r v i c e  t o  p r o h i b i t  t h e  h i r i n g  o f  o t h e rw i s e  
q u a l i f i e d  i n d i v i d u a l s .  Ou r n u rs e  r e v ie w e r s  have an
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a v e ra g e o f o v e r f i v e  y e a r s  o f c l i n i c a l  e x p e r ie n c e . Many 
o f  them do po sse s s advanced d e g re e s , su ch as a M a s t e r ' s  
d e g re e . As p a r t  o f  o u r q u a l i t y  a s s u ra n c e p ro g ram , th e y  
r e c e i v e d  fo rm a l t r a i n i n g  on t h e  a p p l i c a t i o n  o f  c l i n i c a l  
c r i t e r i a ,  c u s tom e r s e r v i c e  te c h n iq u e s  and c om m un ic a t io n 
s k i l l s .  They a r e  w e l l  v e r s e d  i n  managed c a r e  o p e r a t i o n s  
w i t h  c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n ts  each y e a r . 
F u r t h e rm o r e , t h r o u g h  o u r m e d ic a l i n f o r m a t i o n  s y s tem , th e y  
can keep up w i t h  t h e  l a t e s t  m e d ic a l a d va n c e s .

2 . W h i le  t h e  b i l l  has p u t l i c e n s i n g  r e g u l a t i o n s  and s t r i c t  
p r o v i s i o n s  i n  o r d e r  t o  a l l e v i a t e  some o f  th e  c o n c e rn o f 
t h e  p r o v i d e r s ,  i n  o r d e r  t o  p rom o te c o s t  e f f e c t i v e  and 
e f f i c i e n t  o p t im a l m e d ic a l c a re  and g r e a t e r  c o o r d i n a t i o n  
be tw een t h e  p a y e r and t h e  p r o v i d e r  o f  h e a l t h  c a r e , t o  
a c h ie v e  t h a t  end , l e g i s l a t i o n  s h o u ld  a l s o  in c l u d e  some 
p r o v i s i o n s  t o  h e lp  p rom o te t h e  e f f e c t i v e n e s s  o f 
u t i l i z a t i o n  r e v ie w  p ro g ram s . F o r exam p le :

A . P r o v i d e r  m us t a l s o  be re a s o n a b ly  a c c e s s i b l e  t o
d i s c u s s  t h e  c a s e w i t h  t h e  u t i l i z a t i o n  r e v ie w  a g e n t 
and p r o v i d e  needed i n f o r m a t i o n  w h ic h  i s  n o t 
in c l u d e d  i n  t h e  m e d ic a l r e c o r d s , w i t h i n  a 
re a s o n a b le  p e r i o d  o f  t im e . Many t im e s
c e r t i f i c a t i o n  o f  t h e  m e d ic a l s e r v i c e s  w e re d e la y e d  
be cause t h e  p r o v i d e r s  d i d  n o t an sw e r o r  r e t u r n  
phone c a l l s ,  d e s p i t e  numerous a t t e m p t s . And , i n
some s i t u a t i o n s ,  t h e  r e p r e s e n t a t i v e s  o f  t h e
p r o v i d e r s ,  f o r  e xam p le , t h e  o f f i c e  p e r s o n n e l , t h e  
o n - c a l l  p h y s i c i a n s  o r t h e  f a c i l i t y ' s  UR p e r s o n n e l , 
d i d  n o t have t h e  c u r r e n t  i n f o r m a t i o n  a t  hand .

B . The p r o v i d e r s  m us t w i l l i n g l y  d i s c u s s  w i t h  t h e
p a t i e n t s  i n  a t im e l y  manner t h e  l i m i t a t i o n s  on
t h e i r  c o v e ra g e s when in fo rm e d  o f a n o n -c o v e ra g e  by
th e  UR d e c i s i o n .

C. The a c t o f  p r o v i d i n g  f a l s e  o r  m is le a d in g  
in f o r m a t i o n  t o  an UR a g e n t s h o u ld  be i d e n t i f i e d  as 
f r a u d u l e n t  w i t h  t h e  a p p r o p r i a t e  p e n a l t i e s  as w i t h  
an y o t h e r  p r o s e c u t i o n  f o r  f r a u d .

3 . F i n a l l y ,  t h e r e  i s  no r e s e a r c h  t h a t  has shown t h a t  t h e
u t i l i z a t i o n  r e v ie w  p ro g ram  now i n  e f f e c t  i n  A la s k a , i s  
f a i l i n g  i n  any s i g n i f i c a n t  m anne r . Even i f  t h e r e  a re  
d i f f e r e n c e s  be tw een t h e  p r o v i d e r s  and th e  u t i l i z a t i o n  
r e v ie w  a g e n t s , t h e  S t a t e  s h o u ld  en co u ra g e th e  p a r t i e s  t o  
r e s o l v e  t h e i r  d i f f e r e n c e s  v o l u n t a r i l y  i n s t e a d  o f 
r e s o r t i n g  t o  an e x p e n s iv e  l i c e n s i n g  p r o c e d u r e . T h is  
l i c e n s i n g  p ro c e d u r e s  w i l l  n o t p ro d u c e any s i g n i f i c a n t  
b e n e f i t s  t o  t h e  p a t i e n t s ,  b u t w i l l  d e f i n i t e l y  in c r e a s e  
t h e  c o s t  o f  h e a l t h  in s u r a n c e .
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In  c o n c l u s i o n ,  t h e  p u r p o s e  o f  a f l e x i b l e  u t i l i z a t i o n  r e v i e w  program 
i s  t o  s t r i v e  f o r  o p t i m a l  m e d ic a l  c a r e  and a t  t h e  same t im e  t o  make 
h e a l t h  c a r e  s e r v i c e  more c o s t  e f f e c t i v e ,  c o s t  e f f i c i e n t  and 
a f f o r d a b l e .

Thank you f o r  a l l o w i n g  us  t o  t e s t i f y  t o d a y  and we w i l l  be happy t o  
answ er  y o u r  q u e s t i o n s .
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I  am Jan A nd re a M e is e l s , L e g i s l a t i v e  D i r e c t o r ,  H e a l t h  

In s u r a n c e  A s s o c i a t i o n  o f  Am e r ic a (H IA A ) . H IAA i s  a n a t i o n a l ,  

v o l u n t a r y  t r a d e  a s s o c i a t i o n  o f  300 p r i v a t e  h e a l t h  in s u r a n c e  

com pan ie s w h ic h  p r o v i d e  h e a l t h  in s u r a n c e  f o r  95 m i l l i o n  

A m e r ic a n s . H IAA i s  opposed t o  th e  p r o v i s i o n s  c o n t a in e d  i n  

S B -2 3 9 .

The c o s t o f  h e a l t h  c a re  has r i s e n  a t  a r a t e  t h a t  i s  m a tched 

b y no o t h e r  i t e m  r e p r e s e n t e d  i n  o u r economy. The r a t e  o f  g ro w th  

c o n s i s t e n t l y  o u t s t r i p s  t h e  o t h e r  i t e m s  i n  t h e  Consumer P r i c e  

In d e x  and i s  soon g o in g  t o  exceed 15 p e r c e n t o f  t h e  v a lu e  o f  a l l  

goods and i t e m s  p ro d u c e d i n  t h e  U n i t e d  S t a t e s .  S t u d ie s  p e r fo rm e d  

b y t h e  w o r ld - r e n o w n e d  Rand C o r p o r a t i o n  c o n c lu d e  t h a t  many m e d ic a l 

s e r v i c e s  p e r fo rm e d  a re  n o t m e d i c a l l y  n e c e s s a r y . I n  f a c t ,  t h e y  

l i s t  t h a t  25 -4 0 p e r c e n t o f  c e r t a i n  p ro c e d u r e s  a re  m e d i c a l l y  

u n n e c e s s a ry  o r  e q u i v o c a l .  S t u d ie s  c o n d u c te d  b y D a r tm o u th  

U n i v e r s i t y  r e s e a r c h e r s  c o n c lu d e  a p h y s i c i a n ' s  p r a c t i c e  p a t t e r n  

has more t o  do w i t h  s u r g i c a l  r a t e s  th a n  t h e  a p p r o p r i a t e n e s s  o f  

c a re  o r  m e d ic a l n e c e s s i t y .

U t i l i z a t i o n  r e v ie w  i s  a me thod b e in g  used b y b o th  t h e  

p r i v a t e  and p u b l i c  s e c t o r s  t o  r e i g n  i n  t h e  c o s t s  o f  i n a p p r o p r i a t e  

m e d ic a l u sa g e . These p la n s  r e q u i r e  t h a t  b e f o r e  t h e  p a t i e n t  i s  

a d m i t t e d  t o  t h e  h o s p i t a l  a n d / o r u n d e rg o e s a p r o c e d u r e , a p p r o v a l 

mus t be o b ta in e d  f rom  t h e  u t i l i z a t i o n  r e v ie w  f i r m .  U t i l i z a t i o n  

r e v ie w  i s  a sound and re a s o n a b le  ap p ro a ch f o r  a s s u r i n g  t h a t  o n l y  

m e d i c a l l y  n e c e s s a r y , q u a l i t y  c a re  i s  re n d e r e d  i n  t h e  mos t 

a p p r o p r i a t e  and c o s t - e f f e c t i v e  s e t t i n g .  U t i l i z a t i o n  r e v ie w



p r o v i d e s  a b a la n c e  t o  t h e  h e a l t h  c a r e  p r o v i d e r ' s  i n c e n t i v e  

p ro b lem  b y r e q u i r i n g  t h e  p h y s i c i a n ,  h o s p i t a l  o r  o t h e r  p r o v i d e r  t o  

j u s t i f y  t h e  m e d ic a l t r e a tm e n t s / p r o c e d u r e s  t h e y  w is h  t o  p e r f o rm . 

T r a d i t i o n a l l y ,  h e a l t h  c a re  p r o v i d e r s  w e re n o t q u e s t io n e d  a b o u t 

t h e i r  s e r v i c e s ,  so i t  i s  n o t s u r p r i s i n g  t h a t  some may be u p s e t i f  

t h e y  c a n n o t m e d i c a l l y  j u s t i f y  t h e i r  s e r v i c e s  —  r e s u l t i n g  i n  t h e  

s e r v i c e s  n o t b e in g  a p p ro v e d .

D u r in g  t h e  p a s t f i v e  t o  t e n  y e a r s , t h e  h e a l t h  c a r e  d e l i v e r y  

and f i n a n c i n g  s y s tem  i n  t h i s  c o u n t r y  has e v o lv e d  a t  an im p r e s s i v e  

p a ce . The m os t v i s i b l e  change has been th e  e x p lo s i o n  o f  w ha t i s  

becom ing known as managed c a r e  d e l i v e r y  s y s tem s , i n c l u d i n g  HMOs 

and PPOs, w h ic h  i n c o r p o r a t e  u t i l i z a t i o n  r e v ie w .

C o n t in u e d  g r o w th  and use o f  managed c a re  a r ra n g em e n ts 

r e p r e s e n t o u r b e s t hope o f  r e i g n i n g  i n  h e a l t h  c a re  c o s t s .  

M o re o v e r , managed c a r e , as c o n t r a s t e d  w i t h  an a l l  p a y e r s y s tem  o f  

r a t e  s e t t i n g ,  i s  m o re , n o t l e s s ,  l i k e l y  t o  a c h ie v e  c o s t c o n t r o l  

r e s u l t s  w i t h o u t  t h e  k i n d  o f  econom ic d i s r u p t i o n s  a s s o c ia t e d  w i t h  

r a t e  s e t t i n g .

The b a s i s  o f  a managed c a re  p la n  i s  n o t d i s c o u n t m e d ic in e , 

b u t q u a l i t y  m e d ic in e  a t  a re a s o n a b le  p r i c e .  E v e ry  h e a l t h  c a re  

p la n  p r o v i d e r  r e c o g n iz e s  t h a t  d e l i v e r i n g  p o o r q u a l i t y  c a r e  w i l l  

o n l y  d r i v e  up p la n  c o s t s  i n  t h e  lo n g  te rm . A p e rs o n who r e c e i v e s  

p o o r c a re  w i l l  become s i c k e r ,  r e q u i r i n g  more c a re  a t  a d d i t i o n a l  

c o s t .  Managed c a r e  p la n s  see k q u a l i t y  c a re  p r o v i d e r s ,
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r e c o g n i z i n g  t h e i r  p o t e n t i a l  l i a b i l i t y  f o r  d i r e c t i n g  p e o p ]e  t o  

th o s e  who f a i l  t o  d e l i v e r  p r o p e r t r e a tm e n t .

P ro p o n e n ts  o f  r e s t r i c t i o n s  on managed c a r e , i n c l u d i n g  

r e s t r i c t i o n s  on u t i l i z a t i o n  r e v ie w , m a in t a i n  t h e y  a r e  p r o t e c t i n g  

p a t i e n t s  t o  a s s u re  q u a l i t y  c a r e . T h a t i s  n o t t h e  re a s o n  t h e y  a re  

t r y i n g  t o  r e s t r i c t  managed c a re  p l a n s ; r a t h e r  i t  i s  f o r  t h e i r  own 

s e l f - i n t e r e s t ,  by a t t e m p t i n g  t o  t h w a r t  any c o n t r o l s  on t h e i r  

r i s i n g  fe e s  and m e d i c a l l y  u n n e c e s s a ry  u t i l i z a t i o n  o f  s e r v i c e s .

As p r e v i o u s l y  s t a t e d ,  managed c a re  p la n s  f o s t e r  q u a l i t y  c a r e .

H IAA b e l i e v e s  t h a t  s t a t e  l e g i s l a t u r e s  s h o u ld  n o t p la c e  

i n a p p r o p r i a t e  c a r r i e r s  i n  t h e  way o f  i n s u r e r s ,  e s t a b l i s h i n g  

e f f e c t i v e  managed c a r e  and u t i l i z a t i o n  r e v ie w  p ro g ram s .

R e c e n t l y , t h e  HIAA comm is s io n e d t h e  W y a t t Company, an 

em p lo yee b e n e f i t s  and c om p e n s a t io n  c o n s u l t i n g  f i r m ,  t o  s t u d y  and 

e s t im a t e  t h e  c o s t s  a s s o c ia t e d  w i t h  l e g i s l a t i v e  p r o v i s i o n s  t h a t  

w o u ld  r e s t r i c t  managed c a r e  p ro g ram s . A t t a c h e d  t o  my s ta t e m e n t 

i s  an e x e c u t i v e  summary o f  t h e  W ya t t s t u d y .

P r o v i s i o n s  o f  SB-239 i n c l u d e  some o f  t h e  p r o v i s i o n s  t h a t  

w e re s t u d i e d  by t h e  W ya t t Company. The p ro p o s e d r e q u i r e m e n t o f  

l o c a l  u t i l i z a t i o n  r e v ie w  by p r o f e s s i o n a l s  l i c e n s e d  i n  A la s k a  and 

d e n i a l r e v ie w s  by p h y s i c i a n s  o f  t h e  same s p e c i a l t y  as t h e  

a t t e n d i n g  p h y s i c i a n  was one o f  t h e  s i x  a re a s  s t u d i e d  b y W y a t t . 

Many u t i l i z a t i o n  r e v ie w  f i r m s  o p e r a t e  c e n t r a l i z e d  u n i t s  because 

o f  t h e  c o s t - e f f i c i e n c y  a s s o c ia t e d  w i t h  m in im i z i n g  o v e rh e a d and 

l i m i t i n g  a d m i n i s t r a t i v e  e x p e n s e s . They t y p i c a l l y  em p lo y



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

e x p e r ie n c e  t o  p e r f o r in  u t i l i z a t i o n  r e v ie w s . I f  S B -2 3 9 's  

p r o v i s i o n s  w e re e n a c te d , t h i s  p r o v i s i o n  w o u ld  r e q u i r e  u t i l i z a t i o n  

r e v ie w  t o  be p e r fo rm e d  by such p r o f e s s i o n a l s  o n l y  i f  l i c e n s e d  i n  

t h e  s t a t e  w he re t h e i r  p ro p o s e d m e d ic a l s e r v i c e  w o u ld  o c c u r , i . e . ,  

A la s k a . The W ya t t s t u d y  i n d i c a t e s  t h a t  f i r s t - y e a r  a d m i n i s t r a t i v e  

c o s t s  f o r  c e n t r a l i z e d  u t i l i z a t i o n  r e v ie w  f i r m s  w o u ld  in c r e a s e  by 

o v e r 42 p e r c e n t .  M ov in g and s t a r t - u p  c o s t s  as w e l l  as a d d i t i o n a l  

p e r s o n n e l , w ou ld be r e q u i r e d  f o r  a u t i l i z a t i o n  r e v ie w  

o r g a n i z a t i o n  t o  move a s u b s t a n t i a l  p e r c e n t o f  i t s  b u s in e s s  t o  an 

i n - s t a t e  l o c a t i o n  and t o  have l o c a l l y  l i c e n s e d  s p e c i a l t y  

p h y s i c i a n s  u n d e r c o n t r a c t  f o r  a l l  d e n i a l r e v i e w s . S u b s e q u e n t - 

y e a r u t i l i z a t i o n  r e v ie w  c o s t s  w o u ld  a l s o  in c r e a s e .

Such a p r o v i s i o n  i s  n o t j u s t i f i e d .  Q u a l i t y  o f  c a r e  and 

com pe tence o f  p h y s i c i a n s  do n o t change when c r o s s i n g  s t a t e  l i n e s .  

Any p h y s i c i a n  l i c e n s e d  t o  p r a c t i c e  m e d ic in e  by an y o f  t h e  50 

U n i t e d  S t a t e s  s h o u ld  be a l lo w e d  t o  p e r f o rm  t h e  r e v i e w . A la s k a  

has le s s  th a n  1 ,0 0 0 l i c e n s e d  p h y s i c i a n s .  A c c o r d in g  t o  t h e  

Am e r ic a n M e d ic a l A s s o c i a t i o n ,  t h e r e  a r e  o v e r 50 r e c o g n iz e d  

s p e c i a l t i e s .  R e q u i r i n g  o n l y  A la s k a n - l i c e n s e d  p h y s i c i a n s  t o  

p e r fo rm  re v ie w s  when t h e r e  a r e  o v e r 5 5 0 ,0 0 0 l i c e n s e d  p h y s i c i a n s  

i n  t h e  U n i t e d  S t a t e s  i s  n o t o n l y  u n n e c e s s a ry  b u t  a l s o  p la c e s  a 

s e v e re  d r a i n  on t h e  l i m i t e d  m e d ic a l r e s o u r c e s  i n  A la s k a .

An exam p le o f  how im p ro p e r t h i s  p r o v i s i o n  o f  SB-239 i s :  I f

someone had a h e a r t  c o n d i t i o n  and saw a c a r d i a c  s u rg e o n , h i s / h e r  

p ro p o s e d i n v a s i v e  ( s u r g i c a l )  t r e a tm e n t w o u ld  be r e q u i r e d  t o
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r e c e i v e  p r i o r  a p p r o v a l ,  o r  a second o p i n i o n . I f  o n l y  a n o t h e r 

l i k e - t y p e  s u b s p e c i a l i s t ,  i . e . ,  c a r d i a c  s u rg e o n , c o u ld  p e r f o rm  th e  

r e v ie w , o n l y  an i n v a s i v e  p ro c e d u r e  w o u ld be c o n s id e r e d . I f ,  on 

t h e  o t h e r  ha nd , a n o t h e r p h y s i c i a n ,  i . e . ,  an i n t e r n i s t  o r  

c a r d i o l o g i s t ,  was p e rm i t t e d  t o  p e r fo rm  t h e  r e v ie w , p e rh a p s an 

e q u a l l y  e f f e c t i v e ,  n o n in v a s i v e  le s s  da n g e ro u s t o  t h e  p a t i e n t  and 

le s s  c o s t l y  t r e a tm e n t re g im e n m ig h t be recommended.

A n o th e r p r o v i s i o n  o f  SB-239 w i t h  w h ic h  HIAA t a k e s  e x c e p t i o n  

i s  t h a t  n u r s e s  p e r f o rm in g  t h e  r e v ie w  m us t have H . A . ' s .  N u rs e s 

a re  b a s i c a l l y  r e v i e w in g  t h e  m e d ic a l i n d i c a t i o n s  o f  t r e a tm e n t 

a g a in s t c r i t e r i a  used by t h e  r e v ie w  f i r m .  T h a t c r i t e r i a  was 

d e v e lo p e d w i t h  p h y s i c i a n  i n p u t .  A q u a l i f i e d  p r o f e s s i o n a l i s  w ha t 

i s  im p o r t a n t ,  n o t t h e  number o f  d e g re e s a f t e r  t h e  p a r t i c u l a r  

n u r s e 's  name.

A n o th e r o b j e c t i o n a b l e  p r o v i s i o n  o f  SB-239 i s  t h e  re q u i r e m e n t 

o f  d i s c l o s i n g  a l l  p r o p r i e t a r y  s p e c i f i c  c r i t e r i a ,  re v ie v ; s ta n d a r d s  

and p r o c e d u r e s . N o t o n l y  i s  t h i s  p r o v i s i o n  im p r a c t i c a l ;  i n  many 

ca se s i t  i s  im p o s s i b l e . Many o f  t h e  c r i t e r i a  t h a t  a re  b e in g  used 

by a v a r i e t y  o f  u t i l i z a t i o n  r e v ie w  f i r m s  and in s u r a n c e  com pan ie s 

have c o n t r a c t e d  w i t h  p r i v a t e  o r g a n i z a t i o n s  t o  use u n d e r a 

p u r c h a s e - le a s e  o p t i o n  c o n t r a c t ,  c r i t e r i a  d e v e lo p e d  by th e s e  o t h e r  

o r g a n i z a t i o n s .  I n c l u d e d  i n  th o s e  c o n t r a c t s  i s  t h e  p r o h i b i t i o n  t o  

r e l e a s e  o r  s h a re  t h e  c r i t e r i a  due t o  t h e  p r o p r i e t a r y  n a t u r e  o f  

t h e  m a t e r i a l .  A n o th e r is s u e  i s  t h e  m a jo r c o n c e rn  t h a t  some 

p r o v i d e r s  game t h e  s y s tem , i . e . ,  i f  t h e y  know w ha t w i l l  be 

a c c e p te d , r e g a r d l e s s  o f  w ha t i s  m e d i c a l l y  i n d i c a t e d  o r  needed ,
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t h e y  w i l l  a d v is e  t h e  u t i l i z a t o n  r e v ie w  o r g a n i z a t i o n  t h e y  a re  

f o l l o w i n g  th o s e  p r o c e d u r e s  i n  o r d e r  t o  g e t a p p r o v a l , e ven i f  t h a t  

i s  n o t w h a t i s  p la n n e d  o r  b e s t f o r  t h e  p a t i e n t .

The p r o v i s i o n  p r o h i b i t i n g  d e n i a l o f  c la im s  once an i n i t i a l  

r e v ie w  has been a p p ro v e d does n o t r e c o g n i z e  t h e  v a r i o u s  

com ponen ts r e q u i r e d  t o  d e te rm in e  t h a t  a l l  p r o v i s i o n s  o f  t h e  

in s u r a n c e  c o n t r a c t  a r e  i n  c o m p l ia n c e . F o r e xam p le , i n  o b t a i n i n g  

t h e  i n i t i a l  a p p r o v a l ,  a l l  p e r t i n e n t  i n f o r m a t i o n  may n o t have been 

d i s c l o s e d ,  i . e . ,  t h e  p a t i e n t  may have had a p r e e x i s t i n g  

c o n d i t i o n ;  t h e  d i a g n o s i s  c o u ld  change t o  one t h a t  i s  n o t c o v e re d  

u n d e r t h e  p o l i c y ,  o r  c o v e re d  o n l y  u n d e r a l i m i t e d  manne r o r  i n  a 

d i f f e r e n t  s e t t i n g .  O th e r c la im s  may a r r i v e  a f t e r  t h e  i n i t i a l  

a p p r o v a l , and b e f o r e  t h e  c l a im  i n  q u e s t i o n  was r e c e i v e d , w h ic h  

may have consumed t h e  r e m a in in g  b e n e f i t s  a l lo w e d  u n d e r t h e  

p o l i c y ;  o r  t h e  i n i t i a l  a p p r o v a l o c c u r r e d  d u r i n g  a g ra c e  p e r i o d  

and t h e  p o l i c y h o l d e r  d i d  n o t s u b s e q u e n t l y  pay t h e  p rem ium w h ic h  

n e g a te s t h e  p o l i c y .  I n s u r e r s  a lw a y s r e s e r v e  t h e  r i g h t  t o  deny 

paym en t based on f r a u d u l e n t  i n f o r m a t i o n  p r o v i d e d  b y t h e  c l a im a n t ,  

p r o v i d e r ,  a g e n t , p o l i c y h o l d e r ,  e t c .

The p r o v i s i o n  t h a t  r e q u i r e s  paym en t n o t be d e n ie d  f o r  

t r e a tm e n t d u r i n g  t h e  p e r i o d  when a p r i v a t e  r e v ie w  a g e n t i s  n o t 

a c c e s s i b l e  o r  when t h e  a p p e a l o f  an a d v e rs e  d e c i s i o n  i s  p e n d in g  

a l s o  r a i s e s  many c o n c e r n s . P r i v a t e  r e v ie w  a g e n ts  a re  a v a i l a b l e  

d u r i n g  n o rm a l w o r k in g  h o u r s  f i v e  da ys a week . I t  i s  g e n e r a l l y  

r e c o g n iz e d  t h a t  when an em e rgency o c c u r s , t h a t  t h e  u t i l i z a t i o n  

r e v ie w  f i r m  be n o t i f i e d  w i t h i n  24 t o  48 h o u r s  a f t e r  t h e  p a t i e n t
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has been s t a b i l i z e d .  T h e r e f o r e , i t  i s  n o t n e c e s s a r y  t o  have 24 

h o u r , seven day a week c o v e ra g e b y t h e  u t i l i z a t i o n  r e v ie w  f i r m ,  

n o r i s  i t  a p p r o p r i a t e  t o  l e g i s l a t e  t h a t  paym en t w i l l  be made when 

a p r i v a t e  r e v ie w  a g e n t i s  n o t a c c e s s i b l e ,  i . e . ,  w h a t i f  i t  i s  an 

e l e c t i v e  a d m is s io n  and n o t an em ergency a d m is s io n .

U nde r t h e  Emp loyee R e t i r e m e n t Incom e S e c u r i t y  A c t (E R IS A ) , 

t h e  in s u r e d  a lw a y s has t h e  r i g h t  o f  a p p e a l . T h is  ERISA p r o v i s i o n  

a d d re s s e s b o th  s e l f - f u n d e d  and f u l l y  in s u r e d  in s u r a n c e  c o n t r a c t s .  

I f  t h e  a p p e a l f i n d s  t h a t  t h e  c a re  i s  n o t m e d i c a l l y  a p p r o p r i a t e ,  

why , th e n , w o u ld t h e  A la s k a  S t a t e  L e g i s l a t u r e  w an t t o  manda te 

re im b u rs em e n t f o r  m e d i c a l l y  u n n e c e s s a ry  c a r e , by s t a t i n g  t h a t  

re im b u rs em e n t s h a l l  n o t be d e n ie d  d u r i n g  an a p p e a l o f  an a d v e rs e  

d e c i s i o n ?  U t i l i z a t i o n  r e v ie w  and a l l  o f  i t s  p a ra m e te r s  a r e  t h e r e  

f o r  tw o re a s o n s : t o  a s s u re  q u a l i t y  h e a l t h  c a re  and t o  p r o v i d e

t h a t  c a re  i n  t h e  m os t c o s t - e f f e c t i v e  m anne r . By l e g i s l a t i n g  

re im b u rs em e n t f o r  c a r e  c h a t may be fo u n d t o  be m e d i c a l l y  

i n a p p r o p r i a t e ,  h e a l t h  in s u r a n c e  c o s t s  w i l l  c o n t i n u e  t o  e s c a l a t e  

u n n e c e s s a r i l y .

We r e c o g n iz e  t h a t  t h e  m a j o r i t y  o f  p r o v i d e r s  a re  e t h i c a l .  

Howeve r, t h e  p r o v i s i o n  r e q u i r i n g  paym en t t o  c o n t i n u e  i f  t h e  

p r o v i d e r  i s  u n a b le  t o  re a c h  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 r  w h i l e  

t h e  case i s  u n d e r a p p e a l a l l o w s  t h e  u n e t h i c a l p r o v i d e r  t o  "game" 

t h e  sys tem  and a p p e a l a l l  d e n i a l s ,  d e c l i n a t i o n s ,  m o d i f i c a t i o n s  t o  

t r e a tm e n t p r o p o s a l s , w h i l e  c o n t i n u i n g  t o  g e n e r a te  re v e n u e s . T h is  

i s  n o t i n  t h e  b e s t i n t e r e s t  o f  t h e  p a t i e n t ,  p o l i c y h o l d e r  o r  t h e  

o v e r a l l  h e a l t h  c a re  sys tem  o f  A la s k a .
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The p r o v i s i o n  r e q u i r i n g  t h e  a t t e n d i n g  p h y s i c i a n  t o  be in  

a t t e n d a n c e  when a r e v ie w  a g e n t i s  m e e t in g  w i t h  t h e  p a t i e n t  i s  

a n o t h e r t a c t i c  w h ic h  can be used t o  d e t e r  t h e  u t i l i z a t i o n  re v ie w  

r e p r e s e n t a t i v e  i n  m e e t in g  w i t h  t h e  p a t i e n t  —  due t o  t h e  

p h y s i c i a n ’ s s c h e d u le  n o t p e r m i t t i n g  t h e  v i s i t  u n t i l  an 

in c o n v e n i e n t t im e  o r  d a te . When a d e c i s i o n  t o  d i s c o n t i n u e  

a p p r o v a l o f  t r e a tm e n t i s  made, t h e  p h y s i c i a n  i s  a lw a y s n o t i f i e d  

f i r s t .  T h i s  h e lp s  t o  p r e s e r v e  t h e  p a t i e n t - p h y s i c i a n  r e l a t i o n s h i p  

and a l l o w  t h e  p h y s i c i a n  t o  o f f e r  any a d d i t i o n a l  i n f o r m a t i o n  n o t 

y e t  re n d e r e d  w h ic h  may a f f e c t  t h e  f i n a l  d e c i s i o n .

We a r e  a l s o  c o n c e rn e d w i t h  t h e  l e g i s l a t i o n  a t t e m p t i n g  t o  

p r o h i b i t  c o n t r a c t  p r o v i s i o n s  be tw een t h e  u t i l i z a t i o n  r e v ie w  

e n t i t y  and t h e  in s u r a n c e  company o r  p o l i c y h o l d e r  u n d e r w h ic h  t h e y  

a r e  c o n t r a c t i n g  f o r  such s e r v i c e s .  The s t a t e  s h o u ld  n o t be i n  

t h e  b u s in e s s  o f  d e t e rm in i n g  w ha t k i n d  o f  p r o v i s i o n s  be tw een tw o 

c o n t r a c t i n g  e n t i t i e s  a re  p e rm i s s i b l e  when one i s  p a y in g  f o r  a 

s e r v i c e  p e r fo rm e d  b y t h e  o t h e r .

A r e c e n t  s t u d y  b y F o s t e r  H ig g in s  (see a t t a c h e d ) o f  o v e r 

1 ,9 0 0 em p lo y e rs  whose b e n e f i t  p la n s  c o v e r more th a n  1 2 .5  m i l l i o n  

em p lo yee s and whose d a ta  r e p r e s e n te d  re s p o n s e s f ro m  a l l  50 s t a t e s  

i n d i c a t e d  t h a t  u t i l i z a t i o n  r e v ie w  p ro g ram s have had a p o s i t i v e  

e f f e c t  on t h e  b e h a v io r  p a t t e r n s  o f  m e d ic a l p r a c t i t i o n e r s  and on 

m e d ic a l c a r e  p la n  u s e . T oda y , u t i l i z a t i o n  r e v ie w  i s  t h e  r u l e  

r a t h e r  th a n  t h e  e x c e p t i o n . G iv e n t h e  h ig h  r a t e  o f  h e a l t h  p l a n  

c o s t in c r e a s e s , few em p lo y e rs  d a re  go w i t h o u t  u t i l i z a t i o n  r e v ie w  

p ro g ram s —  t y p i c a l l y  p r e a d m is s io n  c e r t i f i c a t i o n ,  c o n c u r r e n t
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r e v ie w  and c a t a s t r o p h i c  case management. Those em p lo y e rs  t h a t  

c o u ld  e s t im a t e  t h e i r  s a v in g s  r e p o r t e d  an a v e ra g e  s a v in g s  o f  5 .1  

p e r c e n t o f  t o t a l  p l a n  c o s t s .  I n  a n o t h e r s t u d y , r e c e n t l y  r e p o r t e d  

i n  S p e n c e r 's  R e se a rc h R e p o r ts  (see a t t a c h e d ) ,  t h e  B lu e  C ro s s B lu e 

S h i e l d  A s s o c i a t i o n  d i d  a y e a r - l o n g  p i l o t  s t u d y  w h ic h  fo u n d  t h a t

1 1 .2  p e r c e n t o f  t h e  case s t h a t  we re exam ined c a l l e d  f o r  

i n a p p r o p r i a t e  use o f  c e r t a i n  p r o c e d u r e s . O ve r 9 ,0 0 0  ca s e s were 

re v ie w e d  e v a l u a t i n g  t h e  a p p r o p r i a t e n e s s  o f  p r o c e d u r e s . W h i le  t h e  

i n a p p r o p r i a t e n e s s  l e v e l  v a r i e d  by p r o c e d u r e , i . e . ,  

t o n s i l l e c t o m i e s ,  2 7 .1  p e r c e n t ;  h y s t e r e c t o m ie s , 2 1 .5  p e r c e n t ;  and 

t o n s i l l e c t o m i e s  com b ined w i t h  a d e n o id e c t o m ie s , b y 1 7 .6  p e r c e n t ;  

t h e  is s u e  was d e te rm in e d  t h a t  u t i l i z a t i o n  r e v ie w  i s  im p o r t a n t t o  

t h e  q u a l i t y  o f  c a r e  p r o v i d e d  t h e  p a t i e n t  as w e l l  as c o s t s a v in g s  

t o  t h e  p o l i c y h o l d e r ,  t h e  in s u r e d  and t h e  in s u r a n c e  company .

Many t h i n g s  a r e  h a p p e n in g  on t h e  n a t i o n a l s ce ne w h ic h  

p r e c l u d e  t h e  need f o r  such o n e ro u s l e g i s l a t i o n  as SB -2 39 . The 

U t i l i z a t i o n  Rev iew A c c r e d i t a t i o n  Comm iss ion (URAC) has d e v e lo p e d  

a c c r e d i t a t i o n  s ta n d a r d s  f o r  u t i l i z a t i o n  r e v ie w  f i r m s .  A cop y o f  

t h e  f i n a l  s ta n d a r d s  e n d o rs e d i n  June i s  a t t a c h e d . C u r r e n t l y ,

URAC i s  r e v i e w in g  u t i l i z a t i o n  r e v ie w  f i r m s  a g a i n s t  t h e i r  c r i t e r i a  

i n  o r d e r t o  a c c r e d i t  t h e s e  f i r m s .  The m a r k e tp la c e  w i l l  e n co u ra g e 

u t i l i z a t i o n  r e v ie w  f i r m s  t o  r e c e i v e  t h i s  a c c r e d i t a t i o n  as
I,   || n —T--

p o l i c y h o l d e r s  w i l l  o n l y  w an t t o  use su ch f i r m s  t h a t  ha ve m e t such 

s t a n d a r d s . The p u rp o s e  o f  th e s e  URAC s ta n d a r d s  i s  t o  e n c o u ra g e 

c o n s i s t e n c y  i n  t h e  p ro c e d u r e s  f o r  i n t e r a c t i o n  be tw ee n u t i l i z a t i o n  

r e v ie w  o r g a n i z a t i o n s ,  p r o v i d e r s ,  e t c . ,  and e s t a b l i s h  p ro c e s s e s  

t h a t  cause m in im a l d i s r u p t i o n  t o  t h e  h e a l t h  c a r e  d e l i v e r y  s y s tem



w h i l e  p r o v i d i n g  c o n s i s t e n t  s ta n d a r d s  and an a c c r e d i t a t i o n  

'mechanism t h a t  can be a p p l i e d  e f f i c i e n t l y  n a t i o n w id e  f o r  

c r e d e n t i a l i n g  and a c c r e d i t i n g  u t i l i z a t i o n  r e v ie w  o r g a n i z a t i o n s .

U t i l i z a t i o n  r e v ie w  i s  a c r i t i c a l  componen t t o  p r o v i d i n g  

q u a l i t y  h e a l t h  c a r e , t h a t  i s  m e d i c a l l y  a p p r o p r i a t e  and m e d i c a l l y  

n e c e s s a r y  i n  t h e  m o s t c o s t - e f f e c t i v e  s e t t i n g .  T h is  c om m it te e  i s  

a l s o  r e v i e w in g  a c c e s s t o  h e a l t h  c a r e . No one s i n g l e  s t e p  can

a c h ie v e  on i t s  own t h e  r e s u l t s  we a l l  s e e k . J u s t  as we m us t t a k e

th o s e  s te p s  n e c e s s a r y  t o  im p ro v e and r e f o rm  a c c e s s t o  c a r e , so , 

t o o ,  m us t we come t o  g r i p s  w i t h  p e rh a p s one o f  t h e  m os t 

s i g n i f i c a n t  com ponen ts o f  t h e  p ro b lem  —  c o s t .  P la c i n g  b a r r i e r s  

t o  a p p r o p r i a t e  u t i l i z a t i o n  o f  s e r v i c e s  su ch as th o s e  p r e s e n te d  i n

SB -2 39 , go f a r  a s t r a y  f ro m  t h e  d e s i r e s  o f  p r o v i d i n g  a c c e s s and

a f f o r d a b l e  h e a l t h  c a r e  t o  a l l  A la s k a n s . HIAA en co u ra g e s t h e  

S ena te H e a l t h , E d u c a t io n  and S o c i a l S e r v i c e s  C omm it te e t o  

d e te rm in e  t h a t  SB -239 i s  n o t n e c e s s a r y , and t h e r e f o r e  r e j e c t  SB- 

239 . H IAA i s  m os t w i l l i n g  t o  w o rk w i t h  t h e  c om m it te e  i n  l o o k i n g  

a t  a c c e s s t o  and a f f o r d a b i l i t y  o f  h e a l t h  ca re - J u i A la s k a . I  w i l l  

be m os t ha pp y t o  t r y  and answ e r any o f  y o u r q u e s t i o n s .
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U tiliza tion  R ev iew  A ccred ita tion  C om m ission
***Fact Sheet***

In December 1989, the American Managed Care and Review Association (AMCRA) sponsored 
a meeting, in Washington DC, of utilization review (UR) industry representatives seeking to 
address a growing movement among state legislatures to regulate the UR industry. At the 
December meeting, and at a subsequent meeting in March 1990, there was general agreement 
that the relatively new and growing UR industry needed to formulate a comprehensive response 
to this movement. Strong support was given to the development of minimum national standards 
for the industry and for the formation of an independent accreditation organization.

The Utilization Review Accreditation Commission (URAC) was created in response to this need 
and has been incorporated as a not for profit corporation in the District of Columbia. URAC 
currently has an Interim Board, officers and four standing committees: Accreditation, Finance, 
Community Interface, and the Steering Committee.

URAC has received nationwide press for its efforts and has broad industry backing for its goals. 
After the National Utilization Review Standards receive final approval, URAC will begsn using 
them to survey and accredit UR firms. In preparation for this, the URAC Interim Board will 
be replaced with permanent members who represent a broad spectrum of interests including 
providers, insurers, employers and regulators.

The National Utilization Review Standards are currently being refined by the URAC Standards 
Subcommittee. The Standards were first published in January 1990, and are designed to:

® Encourage consistency in the procedures for interacting with UR programs;

• Establish UR processes that cause minimal disruption to the health care delivery 
system;

® Establish standards for the procedures used to certify medical services and to
process appeals of certification determination;

• Provide the basis for an efficient process of credentialing and accrediting UR 
Organization;

• Provide consistent standards and an accreditation mechanism that can be applied 
efficiently nationwide for those states which choose to regulate UR.
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UTIL IZATION REVIEW

H e a l t h  c a re  c o s t s  i n  t h i s  c o u n t r y  have e s c a la t e d  s t e a d i l y  t o  t h e  e x t e n t 
t h a t  t h e y  pose a v e r y  s e r i o u s  and im m in e n t t h r e a t  t o  b o th  o u r h e a l t h  
c a re  sys tem  and th e  s t r e n g t h  o f  th e  n a t i o n a l economy. Those c o s t s  have 
p u t h e a l t h  in s u r a n c e  be yo n d t h e  means o f  many te n s  o f  m i l l i o n s  o f 
Am e r ic a n s . U n in s u r e d  p e o p le  r e c e i v e  p o o r e r q u a l i t y ,  more e x p e n s iv e  
c a re  because th e y  u s u a l l y  d e f e r  s e e k in g  t r e a tm e n t u n t i l  l a t e r  i n  an 
i l l n e s s .

A g r e a t  d e a l o f  t h e  c o s t  e x p l o s i o n  i n  h e a l t h  c a r e  has been a t t r i b u t e d  
t o  an o v e ru s e o f  h e a l t h  c a r e  s e r v i c e s .  B u rg e o n in g  m a lp r a c t i c e  
l i a b i l i t y  and c o s t - p l u s  t h i r d - p a r t y  re im b u rs em e n t have le d  p r o v i d e r s  t o  
o r d e r  more t e s t s ,  p r o c e d u r e s  and h o s p i t a l  a d m is s io n s  th a n  n e c e s s a r y . 
R e ce n t in d e p e n d e n t s t u d i e s  i n d i c a t e  t h a t ,  d e s p i t e  in r o a d s  b y managed 
c a re  p ro g ram s , ke y d e c i s i o n s  t h a t  a f f e c t  t h e  u s e , c o s t and q u a l i t y  o f  
h e a l t h  c a re  a re  s t i l l  made by p r o v i d e r s .  A t t h e  same t im e , t h e r e  i s  
amp le and p e r s u a s i v e  e v id e n c e  o f  i n a p p r o p r i a t e  v a r i a t i o n s  i n  p r a c t i c e  
p a t t e r n s ,  o f  u n n e c e s s a r y  t e s t i n g ,  and o f  s e l f - s e r v i n g  d e c i s i o n -m a k in g  
by p r o v i d e r s  t h a t  c a l l  i n t o  q u e s t i o n  t h e  n e c e s s i t y ,  a p p r o p r i a t e n e s s  o r  
q u a l i t y  o f  h e a l t h  c a r e  t h a t  was once p re sum ed .

A r e c e n t s tu d y  by t h e  P u b l i c  C i t i z e n  H e a l t h  R e se a rc h G roup fo u n d 
t h a t  use o f  C e sa re a n s e c t i o n s  i n  b i r t h  d e l i v e r i e s  v a r i e s  e n o rm o u s ly 
f rom  c i t y  t o  c i t y ,  t o p p i n g  50% i n  some ( t h e  n a t i o n a l r a t e  f o r  
C - s e c t i o n s  was 24 .4% i n  1 9 8 7 ) . C - s e c t i o n s  in c r e a s e  th e  r i s k  o f 
m a te r n a l d e a th  2 -4 t im e s  and ( i n  1987 a lo n e ) c o s t a b o u t $1 b i l l i o n  
more th a n  v a g i n a l d e l i v e r i e s  w o u ld have c o s t .

A 1988 Rand C o r p o r a t i o n  s t u d y  fo u n d t h a t  32% o f  c a r o t i d  
e n d a r t e r e c t o m ie s  ( r e m o v a l o f  f a t t y  d e p o s i t s  f rom  ne ck v e in s ) were 
u n n e c e s s a ry and t h a t  10% o f  th o s e  p a t i e n u s  u n d e r g o in g  t h e  p ro c e d u r e  
d ie d  o r s u f f e r e d  a s t r o k e  as a d i r e c t  r e s u l t .

A b o u t 15% o f p h y s i c i a n s  have a f i n a n c i a l  i n t e r e s t  i n  m e d ic a l t e s t i n g  
l a b o r a t o r i e s .  A r e c e n t  s t u d y  o f M e d ic a re  p h y s i c i a n s  showed t h a t  
t h o s e  h a v in g  an i n t e r e s t  i n  la b s  o r d e r  45% more t e s t s  t h a n  th o s e  
t h a t  do n o t .

An im p o r t a n t n a t i o n a l s t r a t e g y  f o r  th e  r e d u c t i o n  o f  th e s e  c o s t s  i s  a 
fo rm  o f  managed c a r e  known as u t i l i z a t i o n  r e v i e w , w h ic h  has been 
d e s c r ib e d  as :

The asse s sm en t o f  t r e a tm e n t i n  a c c o rd a n c e w i t h  g u i d e l i n e s  and 
s ta n d a r d s  e s t a b l i s h e d  and a c c e p te d  by h e a l t h  c a re  p r o f e s s i o n a l s  
b e fo r e  and d u r i n g  t h e  d e l i v e r y  o f h e a l t h  c a re  w i t h  th e  pu rp o s e c f  
e n h a n c in g t h e  q u a l i t y ,  a p p r o p r i a t e n e s s , m e d ic a l n e c e s s i t y  and 
c o s t - e f f e c t i v e n e s s  o f  su ch h e a l t h  c a r e .

BACKGROUND
R a t i o n a l e  f o r  U t i l i z a t i o n  R ev iew
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U t i l i z a t i o n  re v ie w  may i n c l u d e  p r i o r  a p p r o v a l f o r  c e r t a i n  s e r v i c e s  and 
c o n c u r r e n t re v ie w  d u r i n g  h o s p i t a l i z a t i o n .  I t  i n v o l v e s  th e  use o f  
c om p re h e n s iv e g u i d e l i n e s  d e v e lo p e d  by s p e c i a l i s t  i n  t h e  a p p r o p r i a t e  
f i e l d s  r e g a r d i n g  a p p r o p r i a t e n e s s  and e f f e c t i v e n e s s  o f  t r e a tm e n t s  and 
s e r v i c e s  f o r  t h e  e n t i r e  ra n g e  o f  m e d ic a l c o n d i t i o n s .  A l t h o u g h  to d a y  
some fo rm  o f  u t i l i z a t i o n  r e v ie w  s e r v i c e  i s  o f f e r e d  by m os t h e a l t h  
i n s u r e r s ,  s e l f - i n s u r e r s ,  h e a l t h  m a in te n a n c e o r g a n i z a t i o n s  and p r e f e r r e d  
p r o v i d e r  o r g a n i z a t i o n s ,  t h e  a d v e n t o f  such p ro g ram s i s  v e r y  r e c e n t .
F o r exam p le , s u r v e y s  c o n d u c te d  by b e n e f i t s  c o n s u l t i n g  f i r m s  show t h a t  
i n  1984 as few as 5% o f  l a r g e  em p lo y e rs in c l u d e d  u t i l i z a t i o n  re v ie w  
p r o v i s i o n s  i n  t h e i r  h e a l t h  b e n e f i t  p ro g ram s . T oda y , o n e - h a l f  o r  more 
o f  th e s e  em p lo y e rs ha ve im p lem e n te d  u t i l i z a t i o n  r e v ie w  p ro g ram s .

Who Does U t i l i z a t i o n  R ev iew /H ow Does I t  O p e ra te

A w id e  v a r i e t y  o f  o r g a n i z a t i o n s  a re  in v o l v e d  i n  c o n d u c t i n g  p r o s p e c t i v e  
and c o 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  i n  th e  U n i t e d  S t a t e s .  They in c l u d e  
i n s u r e r s  who may c o n d u c t r e v ie w  i n t e r n a l l y  o r  t h r o u g h  a s u b s i d i a r y  o r 
s u b c o n t r a c t o r ,  in d e p e n d e n t u t i l i z a t i o n  re v ie w  o r g a n i z a t i o n s ,  t h i r d  
p a r t y  a d m i n i s t r a t o r s  (T P A s ) , h o s p i t a l  o r o t h e r  p r o v i d e r - s p o n s o r e d  
o r g a n i z a t i o n s ,  u t i l i z a t i o n  r e v i e w  com ponen ts o f  PPOs, HMOs o r o t h e r  
n e tw o r k  p r o v i d e r  s t r u c t u r e s ,  an e m p lo y e r s ' own i n t e r n a l  u t i l i z a t i o n  
r e v i e w  s t a f f  and o t h e r s .

A u t i l i z a t i o n  r e v ie w  o r g a n i z a t i o n  c o n d u c ts  a r e v ie w  o f  t h e  c l i n i c a l  
i n f o r m a t i o n  a b o u t t h e  p a t i e n t ' s  c o n d i t i o n ,  t h e  p ro p o s e d  s i t e  o f  
s e r v i c e ,  t h e  le n g t h  o f  s t a y ,  t h e  h e a l t h  c a re  r e s o u r c e s  r e q u i r e d  and th e  
p ro p o s e d  p ro c e d u r e  o r  t r e a tm e n t .  Based on t h e  i n f o r m a t i o n  p r o v i d e d  a t 
t h e  t im e  o f  t h e  r e v ie w , t h e  u t i l i z a t i o n  r e v ie w  o r g a n i z a t i o n  c e r t i f i e s  
t h a t  t h e  p ro p o s e d s i t e ,  s e r v i c e  o r  t r e a tm e n t a p p e a rs  t o  mee t t h e  
a p p l i c a b l e  h e a l t h  b e n e f i t  p l a n ' s  r e q u i r e m e n t t h a t  c o v e re d  s e r v i c e s  be 
m e d i c a l l y  n e c e s s a r y  and a p p r o p r i a t e .

U t i l i z a t i o n  r e v ie w  d e t e r m i n a t i o n s  a re  n o t d i r e c t i o n s  t o  t h e  p r o v i d e r  t o  
o f f e r  o r r e f u s e  t o  o f f e r  any c o u r s e  o f  t r e a tm e n t ;  t h e y  a re  r a t h e r  
a s s e s sm en ts o f  t h e  m e d ic 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  p ro p o s e d 
c a r e  f o r  t h e  p u rp o s e o f  o f f e r i n g  an advance i n d i c a t i o n  c o n c e r n in g  
b e n e f i t s  ( i s  t h e  p ro p o s e d  s e r v i c e  m e d i c a l l y  n e c e s s a ry ?  a p p r o p r i a t e ? ) .  
U t i l i z a t i o n  r e v ie w e r s  have no a u t h o r i t y  (and se e k no such a u t h o r i t y )  t o  
d i r e c t  t h e  p r o v i d e r  o f  c a r e  o r  p a t i e n t  t o  do o r  o m i t a n y t h i n g , and th e  
p r o v i d e r  and p a t i e n t  a r e  a lw a y s  t h e  f i n a l  a r b i t e r s  o f  an y t r e a tm e n t 
p l a n .  U t i l i z a t i o n  r e v i e w  d e n i a l s  s im p ly  i n d i c a t e  t h a t  th e  p ro p o s e d 
t r e a tm e n t does n o t m ee t t h e  m e d ic 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  
re q u i r e m e n t i n  th e  ab se n ce o f  new in f o r m a t i o n  o r  changed c i r c u m s ta n c e s ; 
t h i s  i s  s u b j e c t  t o  r i g h t s  o f  a p p e a l a t  th e  c e r t i f i c a t i o n  and c la im  
s ta g e s .

I n  s h o r t ,  by c r e a t i n g  a managed c a re  sys tem  c h a r a c t e r i z e d  by (1) 
consum er and p r o v i d e r  k n ow le d g e and p u r c h a s e r o v e r s i g h t  o f  p r o v i d e r  
s e r v i c e s  and (2 ) consum e r in v o l v e m e n t in  u t i l i z a t i o n  d e c i s i o n s ,  
u t i l i z a t i o n  r e v ie w  e s t a b l i s h e s  a p p r o p r i a t e  i n c e n t i v e s  t h a t  s u p p o r t 
h e a l t h  c a re  q u a l i t y  c o n s i s t e n t  w i t h  sound p u b l i c  p o l i c y .
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U t i l i z a t i o n  r e v ie w  i s  c r i t i c a l  t o  t h e  h e a l t h  b e n e f i t s  b u s in e s s  i n  
g e n e r a l .  I t  i s  demanded b y t h e  m a j o r i t y  o f  em p lo y e rs as a f e a t u r e  o f 
t h e i r  in s u r a n c e  and s e l f - f u n d e d  b e n e f i t s  p ro g ra m s . E n r o l lm e n t i n  
managed c a r e  p ro g ram s , m os t o f  w h ic h i n v o l v e  u t i l i z a t i o n  r e v i e w , i s  
r o u g h l y  as f o l l o w s :

Em p loye r Demand f o r  U t i l i z a t i o n  Rev iew

HMOs

PPOs

MULTIPLE OPTION PRODUCTS

BARRIERS TO UT IL IZAT ION REVIEW 

A n t i - U t i l i z a t i o n  Rev iew L e g i s l a t i v e  P ro p o s a ls

The u t i l i z a t i o n  r e v ie w  i n d u s t r y  i s  a new and em e rg in g one and t h e  
v a r i e t y  o f  o r g a n i z a t i o n a l s t r u c t u r e s  and a p p ro a c h e s t h a t  c o n s t i t u t e  
u t i l i z a t i o n  r e v ie w  s h o u ld  be g iv e n  an o p p o r t u n i t y  t o  e v o l v e  w i t h o u t  th e  
c o n s t r a i n t s  o f  p re m a tu r e  r e g u l a t o r y  o v e r s i g h t .  L e g i s l a t i v e  and 
r e g u l a t o r y  i n i t i a t i v e s  i n  many s t a t e s  t h r e a t e n  t h e  a b i l i t y  o f  
u t i l i z a t i o n  r e v ie w  p ro g ram s t o  e f f e c t i v e l y  re d u c e  u n n e c e s s a r y  c a r e . 
F u r t h e r ,  t h e  im p o s i t i o n  o f  r e g u l a t o r y  r e s t r i c t i o n s  on u t i l i z a t i o n  
re v ie w  o r g a n i z a t i o n s  w i l l  r e s u l t  i n  in c r e a s e d  o v e rh e a d c o s t s  f o r  such 
o r g a n i z a t i o n s .  These c o s t s  w i l l  be pa s se d a lo n g  t o  p a y e r g r o u p s , 
r e s u l t i n g  i n  an o v e r a l l  in c r e a s e  i n  t h e  c o s t o f  h e a l t h  c a r e  f o r  t h e  
p u b l i c .  The s t a t e  w i l l  a l s o  be f i s c a l l y  im p a c te d  by u t i l i z a t i o n  re v ie w  
r e g u l a t i o n  as a p a y e r o f  h e a l t h  c a r e  f o r  s t a t e  em p lo yee s and th r o u g h  
t h e  c o s t o f  a d m in i s t e r i n g  r e g u l a t o r y  p ro g ra m s . These a d d i t i o n a l  c o s t s  
a r e  n o t j u s t i f i e d  i n  t h e  ab sence o f  p ro v e n  d e m o n s t r a b le  ha rm t o  t h e  
p u b l i c .

I n s t i t u t e  o f  M e d ic in e  E n d o rs e s N o n -R e g u la t io n

I n  re s p o n s e t o  t h e  q u e s t i o n ,  " I s  p u b l i c  r e g u l a t i o n  o f  u t i l i z a t i o n  
management d e s i r a b l e  and f e a s i b l e  now?" t h e  I n s t i t u t e  o f  M e d i c i n e ' s  
Comm it te e on U t i l i z a t i o n  by T h i r d  P a r t i e s  ( "C o m m i t t e e " ) an sw e re d "No" 
and recommended t h a t  t h e  s t a t e  r e g u l a t i o n  o f  u t i l i z a t i o n  r e v i e w  
p ro g ram s was p re m a tu r e .

I n  p a r t i c u l a r ,  t h e  C omm it te e c o n c lu d e d :

P r o p o s a ls  t o  r e g u l a t e  u t i l i z a t i o n  management i n v o l v e  u n c e r t a i n t i e s  
and r i s k s  t h a t  s h o u ld  be u n d e r s t o o d . T h is  r a p i d l y  e v o l v i n g  
a c t i v i t y  c o u ld  become a m a jo r p a thw a y t o  d i s s e m in a t e  and a p p ly  
s ta n d a r d s  f o r  a p p r o p r i a t e  c a re  t h a t  a re  b e in g  d e v e lo p e d  th r o u g h  
r e s e a r c h  and con se n su s m echan ism s . To th e  e x t e n t t h a t  r e g u l a t i o n  
r a i s e s  th e  c o s t o r  d im in i s h e s  t h e  e f f e c t i v e n e s s  o f  u t i l i z a t i o n  
management, i t  becomes le s s  a t t r a c t i v e  th a n  o t h e r  a p p ro a c h e s t h a t

CHIAA) 

(H IAA ) 

f HIAA)



do n o t c o n s i d e r  i n d i v i d u a l  p a t i e n t  c o n d i t i o n s .  The 
c r o s s - p r e s s u r e s  i n  u t i l i z a t i o n  management p r o v i d e  o p p o r t u n i t i e s  
f o r  d i a l o g u e  be tw ee n p a y e r and p h y s i c i a n  t h a t  may e d u c a te  b o th  
p a r t i e s  and p e rm i t  more s e n s i t i v i t y  t o  p a t i e n t s '  needs th a n  do 
a l t e r n a t i v e s  t h a t  p r o v i d e  i n c e n t i v e s  t o  re d u c e s e r v i c e s  a c r o s s  th e  
b o a rd .

The c o n d u c t o f  u t i l i z a t i o n  management m e r i t s  c o n t in u e d  o v e r s i g h t .  
Howeve r , a s t r o n g  a rg um e n t can be made now f o r  a l l o w i n g  t h e  f i e l d  
t o  c o n t i n u e  i t s  r a p i d  e v o l u t i o n ,  f o r  i n c r e a s i n g  p u r c h a s e r s ' 
s c r u t i n y  o v e r u t i l i z a t i o n  management s e r v i c e s  and f o r  d i s c l o s i n g  
t h e  c l i n i c a l  ba se s f o r  u t i l i z a t i o n  management d e c i s i o n s .  S t a t e  
r e g u l a t i o n ,  h ow e v e r , rem a in s an o p t i o n  i f  abuse becomes a p p a r e n t 
i n v o l v i n g  e i t h e r  harm t o  p a t i e n t s  o r  u n re a s o n a b le  b u rd e n s on 
p h y s i c i a n s  and i n s t i t u t i o n a l  p r o v i d e r s .  F e d e ra l a c t i o n  may be 
w a r r a n t e d  i f  h i g h l y  d i s c r e p a n t  s t a t e  r e g u l a t i o n s  d e v e lo p .

E x i s t i n g  R e g u la t o r y  R e q u i r em e n ts  a re  C u r r e n t l y  S u f f i c i e n t

U t i l i z a t i o n  r e v ie w  o r g a n i z a t i o n s  do n o t o p e r a t e  i n  i s o l a t i o n ,  b u t m us t 
w o rk i n  c o n j u n c t i o n  w i t h  o t h e r  r e g u l a t e d  e n t i t i e s  such as h e a l t h  
i n s u r e r s ,  h e a l t h  m a in te n a n c e  o r g a n i z a t i o n s ,  p r e f e r r e d  p r o v i d e r  
o r g a n i z a t i o n s  and s e l f - i n s u r e r s  whose c la im s  paym en t p r a c t i c e s  a r e  
a l r e a d y  r e g u l a t e d  b y t h e  s t a t e  o r  f e d e r a l g o ve rnm e n t ( e . g . ,  bad f a i t h  
in s u r a n c e  la w s , ERISA r u l e s ,  e t c . ) .  T h u s , e x i s t i n g  s t a t e  and f e d e r a l  
law s p r o v i d e  an a d e q u a te  remedy f o r  members o f  t h e  p u b l i c  who a re  
a g g r ie v e d  by th e  d e c i s i o n s  o f  a u t i l i z a t i o n  r e v ie w  o r g a n i z a t i o n .

O p p o s i t i o n  f rom  P r o v i d e r s

Bu t p r o v i d e r  i n t e r e s t  g ro u p s have n o n e t h e le s s  been v e r y  s u c c e s s f u l a t  
u s in g  a n e c d o t a l i n f o r m a t i o n  i n  an in f l a m m a to r y  way t o  c o n v in c e  s t a t e  
r e g u l a t o r s  t h a t  i n f l e x i b l e  and bu rdensom e r e g u l a t i o n  i s  n e c e s s a r y .
T h is  l e g i s l a t i o n  ha s ta k e n  a number o f  fo rm s b u t i s  p r i m a r i l y  fo c u s e d  
on s t a t e  c e r t i f i c a t i o n  o f  u t i l i z a t i o n  r e v ie w  f i r m s ,  t h e  a p p l i c a t i o n  o f 
g e n e r a l s ta n d a r d s  and c r i t e r i a  and t h e  q u a l i f i c a t i o n s  f o r  u t i l i z a t i o n  
re v ie w  p e r s o n n e l . W h i le  s e e m in g ly  w e l l - i n t e n d e d ,  th e s e  la w s o f t e n  make 
i t  much more d i f f i c  . I t  f o r  managed c a r e  f i r m s  t o  p e r fo rm  t h e  im p o r t a n t  
t a s k  o f  o v e r s e e in g  che d e l i v e r y  o f  c a r e  i n  a c c o rd a n c e w i t h  g u i d e l i n e s  
and s ta n d a r d s  d e s ig n e d  t o  e n s u re  q u a l i t y  c a r e  i n  a c o s t e f f e c t i v e  
s e t t i n g .  A d d i t i o n a l l y ,  t h e  many d i f f e r e n c e s  among s t a t e  la w s make i t  
d i f f i c u l t  and c o s t l y  f o r  n a t i o n a l f i r m s  t o  u n d e r ta k e  t h e i r  u t i l i z a t i o n  
r e v ie w  p ro c e s s e s .

U n f o r t u n a t e l y ,  many o f  t h e s e  la w s and r e g u l a t i o n s  g r e a t l y  i n h i b i t  t h e  
e f f e c t i v e n e s s  o f  managed c a re  o p t i o n s  i n  r e d u c in g  r i s i n g  h e a l t h  c a r e  
c o s t s . The f a l l o w i n g  d i s c u s s i o n  w i l l  h i g h l i g h t  t h e  r e g u l a t o r y  
p r o v i s i o n s  w h ic h  s h o u ld  be c o n s id e r e d  p a r t i c u l a r l y  h a rm fu l t o  
u t i l i z a t i o n  r e v i e w .



Limitat ions on use of medical p r o t ocols as an a c c e p t a b l e  standard.

MEDICAL STANDARDS

We s t r o n g l y  oppose t h e  im p o s i t i o n  o f  l i m i t a t i o n s  on t h e  use o f  m e d ic a l 
p r o t o c o l s  as an a l l o w a b l e  s ta n d a r d  f o r  u t i l i z a t i o n  r e v i e w . T h is  
som e tim es a p p e a rs i n  t h e  fo rm  o f  l e g i s l a t i o n  t o  im pose t h e  use o f  l o c a l 
o r comm un i ty s t a n d a r d s  as a r e g u l a t o r y  r e q u i r e m e n t f o r  u t i l i z a t i o n  
r e v ie w . A u t i l i z a t i o n  re v ie w  p ro g ram  i s  b o th  m os t w e l l  fo u n d e d and 
most e f f e c t i v e  i f  i t  i s  a b le  t o  d raw on a l l  a v a i l a b l e  m e d ic a l 
kn ow le d g e , r a t h e r  t h a n  t h e  know le d g e and p r a c t i c e  p a t t e r n s  o f  one 
l o c a t i o n  o n l y .  Good u t i l i z a t i o n  r e v ie w  s ta n d a r d s  n e c e s s a r i l y  
i n c o r p o r a t e  a l l  a v a i l a b l e  a c c e p te d  m e d ic a l l i t e r a t u r e  on t h e  p r o c e d u r e  
o r d y s f u n c t i o n  i n  q u e s t i o n .  Such s ta n d a r d s  a r e  t h u s  by t h e i r  n a t u r e  
n a t i o n a l and even i n t e r n a t i o n a l .  T hu s , f o r  s t a t e - b y - s t a t e  l i c e n s u r e  
o f r e v ie w e r s  as l o c a l  p r a c t i t i o n e r s  t o  make sen se f rom  a p u b l i c  p o l i c y  
s t a n d p o i n t ,  s t r o n g  e v id e n c e  w o u ld  have t o  e x i s t  t h a t  l o c a l  s ta n d a r d s  
a re c l i n i c a l l y  s u p e r i o r .

V a s t d i f f e r e n c e s  i n  t h e  f r e q u e n c y  w i t h  w h ic h  p a r t i c u l a r  p r o c e d u r e s  a re  
p e r fo rm e d  and o t h e r  v a r i a t i o n s  i n  p r a c t i c e  p a t t e r n s  f rom  l o c a t i o n  t o  
l o c a t i o n  more c l e a r l y  a r i s e  f rom  th e  d i s t r i b u t i o n  o f  s p e c i a l i s t  
p r a c t i t i o n e r s  t h a n  f r o m  th e  needs o f  l o c a l  e n r o l l e e s .  U t i l i z a t i o n  
r e v ie w  s ta n d a r d s  m u s t be based on a l l  k n ow le d g e a v a i l a b l e  n a t i o n a l l y  
a b o u t t h e  e f f e c t i v e n e s s  o f  p r o c e d u r e s .

PERSONNEL RESTRICTIONS-RESIDENCY

R eq u irem e n t t h a t  p h y s i c i a n  r e v i e w e r be l i c e n s e d  i n  t h e  same s t a t e  i n  
w h ic h  t h e  c a r e  i s  b e i n g  g i v e n .

We s t r o n g l y  oppose s u c h a r e q u i r e m e n t . Such a r e q u i r e m e n t c o n fu s e s  
u t i l i z a t i o n  r e v i e w  w i t h  m e d ic a l c a r e . W h i le  i t  i s  im p o r t a n t t o  have 
l o c a l l i c e n s u r e  f o r  t h e  a t t e n d i n g  p h y s i c i a n  t o  p r o v i d e  s t a t e  o v e r s i g h t  
o f su ch l o c a l  p r a c t i t i o n e r s ,  t h e  same r e q u i r e m e n t f o r  u t i l i z a t i o n  
re v ie w  p h y s i c i a n s  t h r e a t e n s  t h e  v e r y  e x i s t e n c e  o f  n a t i o n a l r e v ie w  f i r m s  
and u t i l i z a t i o n  r e v i e w  i n  g e n e r a l (w h ic h , o f  c o u r s e , i s  t h e  g o a l o f  
such a r e q u i r e m e n t ) . V a r i a t i o n s  i n  l o c a l  p r a c t i c e  r e p r e s e n t an 
o b s t a c l e  t o  e f f e c t i v e  and c o n s i s t e n t  u t i l i z a t i o n  r e v ie w , w h ic h  i s  o n l y  
e x a c e rb a te d  by a l o c a l  l i c e n s u r e  r e q u i r e m e n t . Such a r e q u i r e m e n t w ou ld 
p r o b a b l y  r e q u i r e  a r r a n g em e n ts  w i t h  l o c a l  c l i n i c i a n s ,  w h ic h  a r r a n g em e n ts 
w ou ld s u b j e c t  t h e  r e v i e w e r  t o  u n n e c e s s a ry  p e e r p r e s s u r e  and w o u ld 
s i g n i f i c a n t l y  re d u c e  r e v i e w e r  c o n s i s t e n c y  and i n d i v i d u a l  e f f e c t i v e n e s s .  
T r a i n i n g  and g e n e r a l o v e r s i g h t  o f  r e v ie w  and d a y - t o - d a y  management 
w ou ld be p r o b l e m a t i c  and c o s t l y .  F u r t h e rm o r e , t h e r e  i s  t h e  added 
p ro b lem  o f o b j e c t i v i t y  when one l o c a l  c l i n i c i a n  r e v ie w s  a n o t h e r ;  t h e  
more s im i l a r  t h e  l o c a l i t y  t h e  more l i k e l y  o b j e c t i v i t y  w i l l  be 
com p rom ised .
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R eq u irem e n t t h a t  p h y s i c i a n s  p e r f o rm in g  u t i l i z a t i o n  re v ie w  m us t be 
pr a c t i c i n g  o r  b o a rd c e r t i f i e d  i n  t h e  same s p e c i a l i t y  as t h e  a t t e n d i n g  
p h y s i c i a n  o f  th e  p a t i e n t .

We oppose th e  r e q u i r e m e n t t h a t  p h y s i c i a n  r e v ie w e r s  m us t p o s s e s s t h e  
same s p e c i a l t y  as t h e  a t t e n d i n g  p h y s i c i a n .  (H ow eve r , i t  s h o u ld  be 
n o te d  t h a t  "same s p e c i a l i t y "  p h y s i c i a n s  som e t im es a r e  used 
a f f i r m a t i v e l y  by r e v ie w  f i r m s ,  w he re a p p r o p r i a t e ) . U t i l i z a t i o n  re v ie w  
f i r m s  t y p i c a l l y  r e v i e w  m e d ic a l r e q u e s t s  f o r  r e s o u r c e  use f i r s t  by 
r e g i s t e r e d  n u rs e s  ( o r  o t h e r  a p p r o p r i a t e l y  q u a l i f i e d  p e r s o n n e l ) u s in g  
p r o t o c o l s  d e v e lo p e d  b y p h y s i c i a n s  f o r  t h i s  p u rp o s e . I f  ag re em en t on 
h o s p i t a l i z a t i o n  o r  o t h e r  r e s o u r c e  use can be accommoda ted w i t h  th e  
a t t e n d i n g  p h y s i c i a n  a t  th e  t im e , no in v o l v e m e n t o f  a p h y s i c i a n  r e v ie w e r 
i s  n e c e s s a r y . I f  a g re em en t i s  n o t re a c h e d , a p h y s i c i a n  r e v i e w e r i s  
g e n e r a l l y  i n v o l v e d .  The se cond l e v e l  o f  r e v ie w  i s  g e n e r a l l y  by a bo a rd 
c e r t i f i e d  p h y s i c i a n  g e n e r a l i s t  ( i n t e r n i s t ,  p e d i a t r i c i a n ,  f a m i l y  
p r a c t i t i o n e r ,  g e n e r a l s u r g e o n ) . These h i g h l y  t r a i n e d  p h y s i c i a n s  have 
been p a t i e n t  case m anage rs i n  t h e i r  own c l i n i c a l  p r a c t i c e s  and a re  
t h o r o u g h l y  f a m i l i a r  w i t h  t h e  i n d i c a t i o n s  f o r  m o s t t y p e s  o f  d i a g n o s t i c  
and t h e r a p e u t i c  p r o c e d u r e s , w i t h o u t  t h e  b ia s  t h a t  can ensue when one 
has been t r a i n e d  o n l y  i n  a s u b s p e c i a l t y  a re a .

A d d i t i o n a l l y ,  i t  can be a d v a n ta g e o u s f o r  p a t i e n t s  t o  have t h e i r  
c l i n i c a l  ca se re v ie w e d  by a n o n - p r o c e d u r e - o r i e n t e d  p h y s i c i a n  t o  g e t a 
more o b j e c t i v e  a s s e s sm en t o f  t h e  need f o r  a p o t e n t i a l l y  e x p e n s iv e  and 
i n v a s i v e  p r o c e d u r e .

R e q u i r i n g  s p e c i a l i s t  r e v ie w  w i l l  s i g n i f i c a n t l y  i n c r e a s e  t h e  
a d m i n i s t r a t i v e  and c l a im  c o s t s  (pa ssed th r o u g h  t o  em p lo y e rs and 
p a t i e n t s )  o f  p e r f o rm in g  a p p r o p r i a t e  u t i l i z a t i o n  management i n  s e v e r a l 
ways :

1. S p e c i a l i s t s  a r e  f r e q u e n t l y  p a id  more th a n  g e n e r a l i s t s  f o r  
d o in g  r e v ie w s . One company has e s t im a t e d  t h e  a d d i t i o n a l  c o s t 
t o  be a p p r o x im a t e l y  2.5% t o  3% o f  p ro g ram  c o s t s .

2. S p e c i a l i s t s  may be more s y m p a t h e t i c  ( l e s s  o b j e c t i v e )  t o  t h e i r  
c o l l e a g u e s *  p l e a s  th a n  g e n e r a l i s t s ,  r e s u l t i n g  i n  h i g h e r  c o s t s .

3. The h i g h e r  use o f  s p e c i a l i s t s  w i l l  n e c e s s i t a t e  l a r g e r  n e tw o r k s  
o f  no n -em p lo y e d r e v i e w e r s , r e s u l t i n g  i n  le s s  r i g o r o u s  c o n t r o l  
o f  u t i l i z a t i o n  r e v ie w  d e c i s i o n s .

We a l s o  oppose r e q u i r e m e n t s  t h a t  d e n i a l s  be made o n l y  by s p e c i a l i s t s  i n  
th e  same f i e l d  as t h e  a t t e n d i n g  p r o v i d e r .  Ou r r e v i e w  p r o t o c o l s  a re  
d e v e lo p e d o r  r e v ie w e d  by s p e c i a l i s t s .  I n v o l v i n g  s p e c i a l i s t s  i n  a l l  
d e n i a l s  i s  n o t n e c e s s a r y , a l t h o u g h  t h e r e  a re  some c i r c u m s ta n c e s  when 
r e v ie w  by a s p e c i a l i s t  i s  w a r r a n t e d , i n  w h ic h ca se a s p e c i a l i s t  i s  
in d e e d  i n v o l v e d .

PERSONNEL RESTRICTIONS-CREDENTIALS
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R e q u ir em e n t t h a t  p r o t o c o l s  be d i s c l o s e d  t o  t h e  s t a t e  o r  t o  p r o v i d e r s .

We oppo se any r e q u i r e m e n t o f  su ch d i s c l o s u r e ,  a l t h o u g h  d i s c l o s u r e  o f a 
summary o f  t h e  u t i l i z a t i o n  r e v ie w  s y s tem  m ig h t be a p p r o p r i a t e .

U t i l i z a t i o n  r e v ie w  p r o t o c o l s  a r e  p r o p r i e t a r y ;  i n  many ca s e s 
t h e y  a re  n o t t h e  p r o p e r t y  o f  t h e  r e v i e w e r  b u t r a t h e r  t h e  
p r o p e r t y  o f  t h i r d  p a r t y  v e n d o r s  who r e q u i r e  c o n f i d e n t i a l i t y .

M e d ic a l p r o t o c o l s  a re  o f t e n  le n g t h y ,  t e c h n i c a l  and s u b j e c t  t o  
f r e q u e n t  m o d i f i c a t i o n  o r  a l t e r a t i o n .  The I n s t i t u t e  o f  
M e d ic in e  c o n c lu d e d  i n  1989 t h a t  u t i l i z a t i o n  r e v ie w  needs t o  be 
a l l o w e d  t o  c o n t i n u e  i t s  r a p i d  e v o l u t i o n ;  d i s c l o s u r e  o f 
p r o t o c o l s  w o u ld  t h w a r t  t h i s  d e v e lo pm e n t .

D i s c l o s u r e  o f  p r o t o c o l s  in c r e a s e s  l i a b i l i t y  t o  em p lo y e r s  and 
managed c a r e  p ro g ram s .

P r o t o c o l s  a r e  n o t a r b i t r a r y  r u l e s  t h a t  a re  a p p l i e d  w i t h o u t  
d i s c r e t i o n ;  t h e y  a r e  a lw a y s  s u b j e c t  t o  c l i n i c a l  ju d gm e n t i n  
an y c e r t i f i c a t i o n  d e n i a l .  A r e q u i r e m e n t o f  d i s c l o s u r e  t h u s  
r e f l e c t s  a m is u n d e r s t a n d in g  o f  t h e  p r o p e r use o f  p r o t o c o l s .

INCENTIVE PAYMENT PROVISIONS

P r o h i b i t i o n s  a g a i n s t  t y i n g  paym en t f t o  a u t i l i z a t i o n  r e v i e w  a g e n t ) t o  a 
r e d u c t i o n  in  u t i l i z a t i o n .

We do n o t oppose p r o h i b i t i o n s  on c om p e n s a t in g  i n d i v i d u a l  r e v i e w e r s  on 
t h e  b a s i s  o f  numbe rs o f  d e n i a l s ,  b u t we do oppose p r o h i b i t i n g  t h e  
u t i l i z a t i o n  r e v i e w  f i r m  f rom  p u t t i n g  i t s  fe e s  p a r t i a l l y  ( o r  
w h o l l y )  a t  r i s k  ba se d on o v e r a l l  a c h ie v em e n t o f  t a r g e t  c o s t s a v in g s .
Many em p lo y e rs  demand such a r r a n g em e n ts , a s k in g  us t o  " p u t  o u r money 
w he re o u r mou th i s . "  I n  e n a c t i n g  t h e  HMO A c t o f  1973 , C on g re s s a c c e p te d 
t h e  v ie w  t h a t  p r o s p e c t i v e  f i n a n c i a l  r i s k  i n  h e a l t h  c a r e  s e r v e s  
c o s t - e f f e c t i v e  t r e a tm e n t and p r e v e n t i v e  c a r e .

PHYSICIAN INVOLVEMENT IN DENIAL' OF CERTIFICATION.

R e q u i r em e n t t h a t  a l l  d e n i a l s  o f  c e r t i f i c a t i o n  be made by a p h y s i c i a n .

We oppose r e q u i r e m e n t s  t h a t  a l l  d e n i a l s  o f  c e r t i f i c a t i o n  be made by a 
p h y s i c i a n .  To r e q u i r e  p h y s i c i a n  in v o l v e m e n t i n  c e r t a i n  d e n i a l s  ( e . g . ,  
th o s e  w i t h  w h ic h  t h e  a t t e n d i n g  p h y s i c i a n  a g re e s ) w o u ld  be bu rdensom e and 
u n n e c e s s a r y . The c o n c e rn  h e re  i s  a d e q u a t e l y  a d d re s s e d by r e v ie w  
p ro c e d u r e s  w h ic h  i n c l u d e  p h y s i c i a n  r e v ie w  a t  some p o i n t  i n  t h e  p ro c e s s . 
C e r t i f i c a t i o n  i s  a com p le x p ro c e s s  i n v o l v i n g  d i s c u s s i o n ,  s u g g e s t i o n  and 
n e g o t i a t i o n .  R e g u la t o r y  r e q u i r e m e n t s  s im p ly  g o v e r n in g  " d e n i a l s "  a re 
i l l - s u i t e d  t o  su ch a com p le x p r o c e s s .

DISCLOSURE OF PROTOCOLS
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Such a r e q u i r e m e n t w ou ld be h a rd  i o r  t h e  s t a t e  t o  a d m in i s t e r  g i v e n  th e  
c o m p le x i t y  o f  t h e  u t i l i z a t i o n  r e v ie w  p r o c e s s . I f  t r e a t e d  as a 
" b r i g h t - l i n e ,r' r u l e ,  i t  w o u ld add s i g n i f i c a n t l y  t o  c o s t s .

UT IL IZAT ION REVIEW AS THE PRACTICE OF MEDICINE

R e q u irem e n t t h a t  u t i l i z a t i o n  r e v ie w  be d e f i n e d  as t h e  p r a c t i c e  o f  
m e d ic in e .

We s t r o n g l y  op pose such a d e f i n i t i o n .  U t i l i z a t i o n  r e v ie w  d e t e rm in a t i o n s  
do n o t d i r e c t  a p r o v i d e r  o f  c a re  t o  o f f e r  o r  r e f u s e  t o  o f f e r  any 
s p e c i f i c  c o u r s e  o f  t r e a tm e n t .  T hey a r e  r a t h e r  an as se s sm en t o f  t h e  
m e d ic a l n e c e s s i t y  o f  p ro p o s e d c a r e  i n  t h e  a p p r o p r i a t e  s e t t i n g  f o r  th e  
p u rp o s e o f  o f f e r i n g  an advance i n d i c a t i o n  c o n c e r n in g  b e n e f i t s .  
U t i l i z a t i o n  r e v i e w e r s  have no a u t h o r i t y  t o  d i r e c t  t h e  p r o v i d e r  c f  c a re  
o r p a t i e n t  t o  do o r  o m i t a n y t h i n g ; t h i s  i s  n o t t h e  p r a c t i c e  o f  m e d ic in e . 
T h is  r e q u i r e m e n t i s  n o t j u s t i f i e d  and w o u ld  add s u b s t a n t i a l l y  t o  c o s t s  
and i n t e r f e r e  w i t h  e f f e c t i v e n e s s .

I n i t i a t i v e s  d e f i n i n g  c h i r o p r a c t i c  u t i l i z a t i o n  r e v ie w  as th e  p r a c t i c e  o f 
m e d ic in e  a re  p a r t i c u l a r l y  r e g r e t t a b l e .  Many se e k t o  r e - d e f i n e  t h e  
p r a c t i c e  o f  c h i r o p r a c t i c  t o  i n c l u d e  t h e  r e v ie w  o f  c h i r o p r a c t i c  s e r v i c e s  
so t h a t  c h i r o p r a c t i c  r e v ie w e r s  m u s t be l i c e n s e d  t o  p r a c t i c e  i n  t h e  
r e l e v a n t  s t a t e .  T h is  e x h i b i t s  a fu n d am e n ta l m is u n d e r s t a n d in g  o f  t h e  
n a tu r e  and i n t e n t  o f  u t i l i z a t i o n  r e v ie w  w h ic h  does n o t se e k t o  r e p l a c e  
th e  p r a c t i t i o n e r  o r  seek t o  d i c t a t e  t h a t  c e r t a i n  s e r v i c e s  be o f f e r e d  o r 
n o t o f f e r e d  o r  be p e r fo rm e d a c e r t a i n  way. F u r t h e r ,  t o  d e f i n e  t h e  
p r a c t i c e  o f  an a r t  t o  in c l u d e  a p a p e r r e v ie w  o f  a p p r o p r i a t e n e s s  c o u ld  
le a d  t o  u n in t e n d e d  and i l l o g i c a l  r e s u l t s .  Such an a p p ro a c h , i f  a p p l i e d  
c o n s i s t e n t l y  i n  o t h e r  p r a c t i c e  a r e a s , w o u ld  r e q u i r e  t h a t  m e d ic a l c la im s  
r e v ie w  be c o n s id e r e d  t h e  p r a c t i c e  o f  m e d ic in e , and t h a t  a l l  r e v i e w e r s  by 
p h y s i c i a n s .  Such a p o s i t i o n  i s  i n s u p p o r t a b l e .

I n  C o n n e c t i c u t ,  t h e  Boa rd o f  C h i r o p r a c t i c  E x am in e rs i t s e l f  r e c e n t l y  (and 
c o r r e c t l y )  r u l e d  t h a t  t h e  r e v ie w  o f  c h i r o p r a c t i c  s e r v i c e s  was n o t t h e  
p r a c t i c e  o f  c h i r o p r a c t i c  s e r v i c e s .

RETROSPECTIVE REVIEW AS UT IL IZAT ION REVIEW

R e q u irem e n t t h a t  t h e  d e f i n i t i o n ' o f  u t i l i z a t i o n  r e v ie w  in c l u d e s  
" r e t r o s p e c t i v e  r e v i e w . 11

We oppose i n c l u d i n g  " r e t r o s p e c t i v e  r e v ie w "  i n  any s t a t u t o r y  o r  
r e g u l a t o r y  d e f i n i t i o n  o f  u t i l i z a t i o n  r e v ie w  and s u p p o r t i t s  s p e c i f i c  
e x c l u s i o n  f rom  such d e f i n i t i o n s  i n  t h e  e v e n t o f  a m b ig u i t y .
R e t r o s p e c t i v e  r e v ie w  i s  by and l a r g e  a l r e a d y  r e g u l a t e d  ( e . g . , t h r o u g h  
s t a t e  r e g u l a t i o n  o f  in s u r a n c e  c la im s  p r o c e s s in g  and u n f a i r  c la im s  
p r a c t i c e  la w s , th r o u g h  ERISA e t c . ) ;  c o n s e q u e n t l y , s ta n d a r d s  a p p l i c a b l e  
t o  p r o s p e c t i v e  o r  c o n c u r r e n t r e v ie w  a re  i n a p p r o p r i a t e .

I n  s t a t e s  r e q u i r i n g  p h y s i c i a n  r e v ie w  i n  u t i l i z a t i o n  re v ie w  d e n i a l s ,  th e  
i n c l u s i o n  o f  r e t r o s p e c t i v e  re v ie w  as u t i l i z a t i o n  r e v ie w  w ou ld add 
s u b s t a n t i a l  a d d i t i o n a l  c o s t t o  c l a im  p r o c e s s i n g .
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SPECIALIZED CONCERN IN  UT IL IZAT ION REVIEW 

P s y c h i a t r i c  and C h em ic a l Dependency

I n  some s t a t e s ,  l e g i s l a t i v e  i n i t i a t i v e s  r e g a r d i n g  u t i l i z a t i o n  re v ie w  
have fo c u s e d on p s y c h i a t r i c ,  c h e m ic a l de penden cy and c h i r o p r a c t i c  
s e r v i c e s ,  due t o  t h e  e f f o r t s  o f  c e r t a i n  d i s c r e t e  g ro u p s o f  p r o v i d e r s .  
U t i l i z a t i o n  r e v i e w  i n  th e s e  a r e a s , h ow e ve r , c a r r i e s  no u n iq u e  p ro b lem s 
o r  r i s k s ,  and i t  i s  e q u a l l y  ( i f  n o t m o re ) im p o r t a n t  i n  e f f o r t s  t o  
c o n t r o l  h e a l t h  c a r e  c o s t s .  F o r e x am p le , p s y c h i a t r i c  and c h em ic a l 
dependency i s  an a re a  o f  h e a l t h  c a r e  w h ic h  has seen a p a r t i c u l a r l y  r a p id  
r i s e  i n  c o s t s :  f i v e  y e a r s  ago em p lo y e rs  s p e n t a p p r o x im a t e l y  6% o f  t h e i r  
h e a l t h  c a re  c o s t s  i n  t h e  p s y c h i a t r i c  and c h e m ic a l dependency a r e a ; 
p r e s e n t l y  t h e  s h a r e  i s  15% t o  30%.

Many l e g i s l a t i v e  p r o p o s a l s  n o n e t h e le s s  seek t o  r e s t r i c t  u t i l i z a t i o n  
r e v ie w  i n  t h e  p s y c h i a t r i c  and c h e m ic a l d e p enden cy a re a so as t o  e i t h e r  
r e n d e r such p ro g ram s t o o  e x p e n s iv e  t o  be p r o v i d e d  by b e n e f i t  p ro g ram s o r 
so as t o  d r a s t i c a l l y  d im i n i s h  t h e i r  e f f e c t i v e n e s s .  T h is  i s  p a r t i c u l a r l y  
u n f o r t u n a t e  be ca u se p s y c h i a t r i c  and c h e m ic a l dependen cy n o t o n l y  
c o n s t i t u t e  a r a p i d l y  g ro w in g  segm en t o f  h e a l t h  c a re  c o s t s ,  b u t because 
th e s e  s e r v i c e s  a r e  e s p e c i a l l y  a p p r o p r i a t e  t o  u t i l i z a t i o n  management.
F o r e xam p le , t h e  c o s t  d i f f e r e n c e  be tw ee n i n p a t i e n t  and o u t p a t i e n t  
p s y c h i a t r i c  o r  c h e m ic a l de penden cy p ro g ram s i s  s i g n i f i c a n t .  Howeve r, 
t h e  e f f e c t i v e n e s s  o f  o u t p a t i e n t  p ro g ram s i s  c om p a ra b le  t o  o r  b e t t e r  
t h a n , t h e  i n p a t i e n t  p ro g ra m s . U t i l i z a t i o n  management c o u ld  e n co u ra g e 
t h e  use o f t h e s e  l e s s  e x p e n s iv e , e q u a l l y  a p p r o p r i a t e  o u t p a t i e n t  
p ro g ram s .

P s y c h i a t r i c  and c h e m ic a l de penden cy s e r v i c e s  a r e  a l s o  f i e l d s  i n  w h ic h  
t h e r e  a re  an i n c r e a s i n g  number o f t r e a tm e n t o p t i o n s .  P s y c h i a t r i c  r e v ie w  
s p e c i a l i s t s  can a s s i s t  p r a c t i t i o n e r s  i n  a s s e s s in g  th e  a p p r o p r i a t e n e s s  o f 
th e s e  v a r i o u s  o p t i o n s .  F o r th e s e  re a s o n s , e f f o r t s  t o  r e s t r i c t  
p s y c h i a t r i c  and c h e m ic a l de penden cy u t i l i z a t i o n  re v ie w  a re  p a r t i c u l a r l y  
u n f o r t u n a t e .

CONCLUSION

U t i l i z a t i o n  r e v i e w  i s  an im p o r t a n t and s i g n i f i c a n t  h e a l t h  c a re  c o s t 
c o n ta in m e n t t o o l  t o  e n s u re  t h e  a p p r o p r i a t e  u t i l i z a t i o n  o f  h e a l t h  c a re  
s e r v i c e s  i n  o u r c o u n t r y  w i t h o u t  j e o p a r d i z i n g  t h e  d e l i v e r y  o f q u a l i t y  
c a r e  t o  th e  p a t i e n t .  I t s  d e v e lo pm e n t s h o u ld  be n u r t u r e d  and en co u ra g ed 
r a t h e r  th a n  p r o s c r i b e d  by n e e d le s s  r e g u l a t i o n .

I n  e v a l u a t i n g  and c om b a t in g  s t a t e  l e g i s l a t i v e  i n i t i a t i v e s ,  i t  s h o u ld  be 
re c o g n iz e d  t h a t  u t i l i z a t i o n  r e v ie w  has g rown r a p i d l y  f rom  a lm o s t 
n o n - e x i s t e n c e  b e f o r e  t h e  l a t e  1970s t o  i t s  c u r r e n t  s t a t u s  o f 
p re -em in e n c e  o v e r t h e  t r a d i t i o n a l  f e e - f o r - s e r v i c e  a r ra n g em e n ts w i t h o u t  
such u t i l i z a t i o n  r e v ie w , e s p e c i a l l y  i n  em p lo yee b e n e f i t  p la n s . Because 
i t  has p ro v e n  t o  be an e f f e c t i v e  c o s t - c o n t a i n m e n t t o o l ,  p r o v i d e r s  o f 
l a t e  have o r g a n i z e d  t o  a t t a c k  u t i l i z a t i o n  r e v ie w  by p r o p o s in g  d e a t h k n e l i 
l e g i s l a t i o n  d e s ig n e d  t o  n e g a te  i t s  e f f e c t i v e n e s s .



O rg a n iz e d  p r o v i d e r  g ro u p s a re  o f t e n  p o l i t i c a l l y  a c t i v e  and p o w e r f u l ;  
t h e y  a re  s u p p o r t e d  by a base o f  members who a r e  b o th  g e o g r a p h i c a l l y  
d i s p e r s e d  t h r o u g h o u t a l l  l e g i s l a t i v e  d i s t r i c t s  and i n f l u e n t i a l  le a d e r s  
in  t h e i r  c om m u n i t ie s . R a t i o n a l a rg um en ts and in d e p e n d e n t s t u d i e s  a r e , 
by th em s e lv e s  t o o  o f t e n  no m a tch f o r  c a r e f u l l y  ch o se n and w e l l - p r e s e n t e d  
a n e c d o te s t h a t  a p p e a r t o  r e p r e s e n t t h e  " t i p  o f  t h e  i c e b e r g "  o f  consumer 
a b u se , p a r t i c u l a r l y  i n  th e  s e n s i t i v e  a re a  o f h e a l t h  c a r e . O f te n  l o s t  in  
t h e  d e b a te  i s  t h e  n o t so s u r p r i s i n g  r e a l i z a t i o n  t h a t  p r o v i d e r s  c r i t i c a l  
o f u t i l i z a t i o n  r e v ie w  have an a p p r e c i a b l e  f i n a n c i a l  i n t e r e s t  t o  p r o t e c t  
i n  s e e k in g  a n t i - u t i l i z a t i o n  r e v ie w  l e g i s l a t i o n .

An e n v i r o n m e n t f a v o r a b l e  t o  managed c a r e  can and s h o u ld  be p r o t e c t e d .
The p r i n c i p a l  d a n g e r i s  t h a t  s t a t e  a n t i - 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  
w i l l  be f o r c e d  t h r o u g h  l e g i s l a t i v e  c om m it te e s on t h e  b a s i s  o f a n e c d o te s 
and a l l e g e d  harm t o  t h e  p a t i e n t  w i . t h o u t an a p p r o p r i a t e  c o n s i d e r a t i o n  o f 
t h e  v a lu e  o f u t i l i z a t i o n  r e v ie w  and an u n d e r s t a n d in g  t h a t  much o f  th e  
c o m p la in t can be t r a c e d  t o  r e d u c t i o n s  i n  pa ym en ts t o  p r o v i d e r s .  Once 
o b j e c t i o n s  a r e  r a i s e d ,  h ow e ve r , t h e  p ro c e s s  s lo w s  down and a l l o w s  an 
o p p o r t u n i t y  f o r  more m easu red ad v o c a c y , d e b a te  and com p rom ise . 
I d e n t i f y i n g  t h e  p r o p o s a l s  a t  an e a r l y  s ta g e  o f  t h e  p o l i t i c a l  p r o c e s s , 
u n d e r s t a n d in g  t h e  im p a c t o f  t h e  b i l l s  on u t i l i z a t i o n  r e v i e w  and 
c o o r d i n a t i n g  o p p o s i t i o n  t o  t h e  m easu re s a re  e a r l y  s t e p s  t h a t  r e q u i r e  
a t t e n t i o n  and e f f o r t .  P r o t e c t i o n  o f  u t i l i z a t i o n  r e v i e w , how e ve r , i s  
w o r t h  t h e  p r i c e .



c (
A L A S K A  S TATE

H o s p it a l  &  N u r s in g  H o m e
ASS O C I A T I O N

March 20, 1991

Senator Arlis Sturgulewski, Chair 
Committee on Health & Social 

Services 
Alaska State Senate

JuneaifAK699801dinS Re: Utilization Review Legislation

Dear Senator Sturgulewski:

The Association would like to see legislation introduced 
to license and regulate utilization review organizations.

As you know, the major reason for this legislation is to 
protect patients by making sure the "quality" of care is not jeopardized 
because of cost containment efforts by insurers and utilization review 
organizations.

Alaska hospitals do not feel the legislation need be 
cumbersome, or punitive, rather that it should assure physicians and 
hospitals that the individuals doing the review are qualified, that all 
private UR organizations reviewing patient care in Alaska are registered 
with the state, that the hours of availability and the response to inquiries 
are timely, that there is an appeals mechanism and that specialty physician 
review is available under appropriate circumstances.

Ideally this would be done on a volunteer basis, but that 
appears doubtful.

Enclosed is a summary of state "private utilization review" 
statutes as of October, 1990.

We appreciate the opportunity to work with you on this
issue.

Sincerely

Harlan R. Knudson 
President/CEO

cc: ASHNHA Executive/Legislative Committees
Mr. Ray Gillespie 
Mr. Rick Urion

319 Skward Stri-et# 11 * Juneau, AK 99801 • (907) 586-1790 • Fax (907) 463-3573



OCTOBER 1990
aMvutv or state pur statutes

1 State AR FL GA KT HE HD MS NJ*** NC* PA** SC VA
1 Implement Dute 1/1/90 10/1/90 1/1/91 1/1/91 9/30/89 11/1/90 7/1/90 1/1/91 A/15/90 5/1/90 7/1/90
I Application A Renewal Fees X 2 years X 1 year X 2 years X 2 ycara X X 2 years X 2 years X 1 year X 2 years X 2 years
fl UR Plans-descrlptlon of 
H review (Ids ( procedure!

X X X X X X X X X X

1 Mechanism for Appeals I  
I Reconsideration

X X X X X X X X X X

1 Specialty Physician Review X X X X X
| Type t Qualifications of 
B Personnel

X X X X X X X X X

E Hours of Availability X X X X X X X X X
H Provide List of Payera X X X X
| Complaint Mechanism X X X X

* Much more specific thin other (tut being drafted or having been passed.
•• Auto insurance law allows insurers to use UR companies, including PROS, to review stedlcal claims; separata PUR bill failed to pass.
••• Health department interprets part of its current statutory to cover UR companies.

RESPONSIBLE AGENCY
Arkansas Board of Health Mississippi
Florida Dept, of Health t Rehab. Services New Jersey
Ceorgia Commissioner of Insurance North Carolina
Kentucky Cabinet for Huaan Resources/Health Dept. Pemsylvsnio
Maine Bureau of Insurance South Carolina
Maryland Dept, of Health t  Metal Hygiene Virginia

Department of Health 
Department of Health 
Department of Insurance 
Department of Insurance 
Department of Insurance

STATUS
Arkansas Draft Regulations Complete
Florida laplenentation Delayed
Ceorgia Not leplemented/Lack of financing
Kentucky Drafting Regulations
Maine Proposed Regulations
Maryland Final Regulations Published

Mississippi 
New Jersey 
North Carolina 
Pennaylvanla 
South Carolina 
Virginia

Final Regulations Pending 
Proposed
final Regulations Pending 
Drafting Regulations 
Regulations Proposed 
Drafting Regulations
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O c to b e r 11, 1990

S e n a to r J im  Duncan , C h a i r
H e a l t h  Care C o s t C o n ta inm e n t Task F o rc e
A la s k a  S ta t e  Sena te
Box V
Juneau , AK 99811

S u b je c t : U t i l i z a t i o n  Rev iew L e g i s l a t i o n  

Dea r S e n a to r Duncan :

As th e  t a s k  f o r c e  c o n t in u e s  i t s  w o rk t o  u n d e r s ta n d  and 
im p a c t some o f  t h e  f a c t o r s  t h a t  i n f l u e n c e  th e  c o s t  o f  h e a l t h  
c a re i n  A la s k a , we w ou ld u rg e t h a t  you c o n t i n u e  t o  c o n s id e r 
th e  is s u e  o f  u t i l i z a t i o n  r e v ie w  s ta n d a r d s . I n  th e  l a s t  
- l e g i s l a t i v e  s e s s io n  a b i l l  (SB 550) was i n t r o d u c e d  t o  t : r y  and 
a d d re s s a t  l e a s t  some o f th e  im p o r t a n t i s s u e s . We a re 
s u p p o r t i v e  o f t h e  c o n c e p ts  i n  t h i s  l e g i s l a t i o n  and f e e l  t h a t  
e s t a b l i s h i n g  u t i l i z a t i o n  r e v ie w  s ta n d a r d s  w i l l :

1) Im p ro v e c om m un ic a t io n and c o o p e r a t i o n  be tw een 
p r o v i d e r s  and u t i l i z a t i o n  r e v ie w  a g e n t s .

2) A s s u re t h a t  re a s o n a b le  s ta n d a r d s  a re a d he re d t o  in  
c o n d u c t in g  u t i l i z a t i o n  r e v i e w s .

3) P rom o te th e  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 .

We th a n k  you f o r  y o u r c o n s i d e r a t i o n  o f  t h i s  a lo n g  w i t h  
o t h e r  im p o r t a n t m a t t e r s .  P le a s e c o n t a c t  us i f  you have 
q u e s t io n s  o r  need a d d i t i o n a l i n f o r m a t i o n .

S i n c e r e l v .

G a r th M. H am b l in 
C o n t r o l l e r

GMH/mem

c c : Task F o rc e Members
Ray G i l l e s p i e

AN AGENCY OF THE CITY AND BOROUGH OF JUNEAU
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March 25 ,1992

Senator Arlis Sturgulewski 
Alaska State Legislative 
State Capitol 
Juneau, AK 99301-1182

Dear Senator Sturgulewski:

Reference: Senate Bill 239

In the 1991 legislative session, I was aware of similar proposed legislation which 
failed fo r lack of a sponsor. I understand this item is now before your committee.

Alyeska adopted a Managed Care program in January 1989. Along with the State 
o f Alaska and other employers we were facing continually increasing cost of 
providing health benefits. Since our employees contribute torward their coverage, 
they were also experiencing increased premium costs.

Our Managed Care program has at its core a responsible utilization review and 
concurrent review procedure for medical in-patient/surgical care as well as 
chemical dependency and mental health. We use the services of Intracorp and 
Human Affairs Alaska . The programs have worked, providing cost effective care 
by reviewing the need for hospital, surgical and chem ical/m ental health treatment 
w ithout diminishing care quality. Through the use of U.R. Programs, in 
conjunction with a hospital Preferred Provider Arrangement, we have been able to 
hold our premiums at 1990 levels.

The proposed Senate Bill 239 sounds laudable on the surface but has the 
following problems:

It establishes another level of bureaucracy where none is needed. 
This at a time when the state is trying to bring under control a short 
fall in the state budget. I doubt seriously the state will collect 
enough fees under Sec. 08.85.080 "in an amount sufficient to pay 
for the costs to the department for administering this chapter",



Senator Arlis Sturgulewski
March 25, 1992
Page 2

It is a bill that unduly benefits hospitals (Sec. 08.85.020 and 
08.85.030).

It considers all UR activities as being hospital related ignoring 
Employee Assistance Programs (EAP) and related UR 
activities which are frequently not hospital directed nor do 
they use nurses, 

o requires a license for anyone not affiliated with a hospital 
(exempting hospitals), 

o "...have available... sufficient numbers of registered nurses"...
supervised by physicians trained in the appropriate specialty 
area "

□ "prohibitions against a review agent entering a hospital to
interview a patient unless the attending physician is advised... 
with reasonable advanced notice".

These requirements totally favor hospitals such as Charter North and one would 
suspect were written by them. A hospital "UR" facility would be similar to the old 
sa y in g :" the Fox guarding the Hen house".

Costs to  employers and employees will increase as a result of restraining 
reasonable "UR" programs which evaluate the appropriateness o f care, the length 
of confinement, and the selection of the appropriate provider. Add the cost of 
qualifying for a license, providing an extra layer of communication to patients and 
providers duplicating employer efforts (Sec 08.85.030,(b)(11), and other 
compliance efforts. Frankly, many small employers may net be able to  continue 
to provide medical and EAP programs if costs increase. Most of us have worked 
for years to remove unnecessary controls of our own insurance carriers to lessen 
overhead and the need for expensive practitioners and specialists to "oversee" 
every case when only the most severe required such management.

I would appreciate your reconsideration of Senate Bill 239 based upon my 
comments.

Manager, Benefits and Annuitant Affairs



CHARTER NORTH HOSPITAL

January 31, 1992

2530 DcBarr Road
Anchorage, Alaska 99508

(907) 258-7575 • 800-478-7575

A  S

Senator A rliss S trugu lew ski 
A laska State Legislature 
P. O. Box V (MS 3100) 
Juneau, AK 99811

Dear Senator S turgu lew ski:

I w anted to  w rite  and express my sincere thanks fo r meeting w ith  us to  discuss 
Senate Bill 239. It was very helpful fo r the physicians to  hear firs t hand your 
concerns about the bill. It is my understanding tha t the meeting you suggested is 
being arranged. I appreciate your w illingness to  assist in th is  endeavor. It has a lw ays 
been our goal to  w o rk  w ith  the utilization review  firm s to  create a w in -w in  s itua tion .

I believe the  dinner held in Juneau was a success. Individuals le ft w ith  a greater 
understanding o f the  utilization rev iew  process and the ob jectives o f the  legislation.

Best w ishes fo r a p roductive  and successful session.

Sincerely,

A dm in is tra to r

COUNSELING CENTERS

240 L I'udor Road, Suite 240 
Anchorage, Alaska 09503 

(907J SHI-7576
050 E. Bogani Rd . Suite I SO 

Wosilla, Alaska 9̂ 687 
(907) 373-7575

3504 International St . Suite 1 
Fairbanks. Alaska 99701 

(907) 456-7575
:\  n m i i i v r  ut th e  C h a t te r  M e d n a !  

C o r f v r a t i o n  ) ju ra l v  *4 q u a le .) 
h e a lth  i a te  fa o ih t t r v Wi



A s s o c i a t i o n  o f  

A l c o h o l i s m  / A d d i c t i o n s  

P r o g r a m s

P.O. Box 1<7l Elltntburg, WA 989*6 (509) 961-6*01
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THE NEED TO REGULATE UTILIZATION REVIEW
i

Perspective from Chemical Dependency Treatment

Many p e o p l e  in ne e d o f  alcohol  and drug t r eatment  a r e  now b e i n g  deni ed a c c e s s  
to t h e  p rop e r  l e v e l  o f  car e - - and sometimes any tr eatment  at a l 1 - - b e c a u s e  
o f  inappropriat e  d e c i s i ons  by u t i l i za t i on r e v i e w  programs.

Whil e  we r e c o g n i z e  t h e  va lu e  o f  managed c a r e  when I t  is p r o p e r l y  conduct ed,  
we s t r ong ly o p p o s e  a r b i t r a ry  or discriminatory p r a c t i c e s  t ha t  endang e r  the  
l i v e s  o f  youth o r  adul t s  who ar e  111 and in ne ed o f  t reatment .

In 1987 the Washington State Legislature expanded mandatory coverage fo r 
alcoholism to encompass a l l  chemical dependency. Since that time health 

• insurance companies have increasingly used u ti l iza t ion  review to circumvent the laws and regulations standardizing coverage fo r  chemical dependency.
T h e r e  curr ent ly a r e  no s t a t u t e s  o r  r e g u l a t i ons  t ha t  g ov e rn t h e  op e ra t i on 
o f  u t i l i z a t i on r e v i e w  programs by Insurance  companies ,  h e a l t h  c a r e  companies,  
and h e a l t h  c a r e  maintenance  organizat ions .  As a r e s u l t ,  t h e r e  a r e  as many 
as 150 national and r e g i onal  corporat ions  conduct ing  p r i v a t e  r e v i ews ,  most 
a p p l y i n g  d i f f e r i n g  c r i t e r i a  f o r  c o v e r a g e .  Most c r i t e r i a  do not r e f l e c t  
th e  p r o f e s s i ona l  norms f or d e l i v e r y  o f  c a r e .

Among t h e  g rowing  l i s t  o f  probl ems f or  p a t i e n t s  and p r o v i d e r s  g e n e r a t e d
by p r i v a t e  u t i l i z a t i on  r e v i e w  e n t i t i e s  ar e  t h e  f o l l owing :

-  Most companie s  cal l  t h e i r  standards o f  c a r e  "p ro p r i e t a ry” and will
not s h a r e  them wi th e i t h e r  t h e  p a t i e n t  or p r o v i d e r  until  a f t e r  t h e
p a t i e n t  has commenced t r eatment  and is deni ed c o v e r a g e .

- Re v i ew e n t i t i e s  invent  continuums o f  c ar e  t hat  e x c l ud e  customary 
and s t a t u t o r i l y  d e fni e d  modal i t i e s ,  such as r e qui r ing  p a t i e n t s  fail  
at one modali ty b e f o r e  r e c e i v i n g  t h e  medical ly p r e s c r i b e d  treatment .

- T h e  r e v i e win g  a g ent  o f t en u t i l i z e s  personne l  wi t hout  training  or 
q ua l i f i c a t i on s  in t h e  i l l n e s s e s  about  which t hey make c r i t i c a l
d e c i s i ons  on a c c e s s  to car e ,  l e v e l  o f  c a r e  and l eng t h  o f  stay.

- T h e  r e v i e w  a g e nt  may b e  I n a c c e s s i b l e  f o r  days y e t  wi l l  deny car e  
r e t r o a c t i v e l y .

Washington S t a t e  should ena c t  l e g i s l a t i on  to r e g u l a t e  u t i l i z a t i on  r e v i e w  
by r e qui r ing  e a c h  r e v i e w  a g ent  to d e v e l o p  a plan to b e  f i l e d  by t h e  insurance  
e n t i t y  t hat  d i s c l o s e s  standards,  c r i t e r i a  a n d  p r o c e d u r e s  to b e  us ed In managing 
h e a l t h  c a r e  p lans .  Such l e g i s l a t i on  wil l  as sur e  full d i s c l o s u r e  to consumers 
o f  what t h ey h a v e  pur chas e d  and what  t h ey can e x p e c t  from t h e i r  h e a l t h  c a r e  
c o v e r a g e .
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April lb, 1991

Representative Pat Carney 
Cu-Chair House H.E.S.b.
P o u c h  V

Juneau, AK. yybll 

Dear Pat,

It is with regrets that I will be unable to testify at your committee's 
hearing on House Bill 269. By way of background, I administrate the local 
Lakeside Recovery Outpatient Drug and Alcohol Clinic here in Juneau. Lakeside 
is a private for profit regional based corporation which has its1 corporate 
offices in Bothell, Washington. We have four outpatient clinics in the state 
of Alaska and have provided services to the chemically dependent population in 
this state for eight years. The locations of these four centers are Fairbanks, 
Anchorage, Juneau, and Ketchikan. The regulation of utilization review has been 
and continues to be an important issue for treatment providers, such as Lakeside, 
to be concerned about.

Many people in need of alcohol and drug treatment are now being denied access 
to the proper level of care and sometimes any treatment at all because of 
inappropriate decisions by utilization review programs. There are currently no 
statutes or regulations that govern the operations of utilization review programs 
by insurance companies and health care companies. As a result, there are many 
national and regional corporations conducting private reviews, most applying 
different criteria for coverage. Most criteria do not reflect the professional 
norms for delivery of care. Among the growing list of problems for patients and 
providers generated by private utilization review entities are the following;

1. Most companies call their standards of care proprietary and will 
not share them with either the patient or provider until after the 
patient has commenced treatment and is denied coverage.

2. Review entities invent continuums of care that exclude customary 
and statutorily defined modalities, such as requiring patients fail 
at one modality before receiving the medically prescribed treatment.

3. The reviewing agent often utilizes personnel without training or 
qualifications in the illnesses about which they make critical 
decisions on access to care, level of care and length of stay.
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4. live review agent may be inaccessible for clays yet will deny care 
retroactively.

The corporation feels strongly about the enactment of legislation to regulate 
utilization review by requiring review agents to develop a plan to be filed in 
this state that discloses standards, criteria, and procedures to be used in 
managing health care plans. The legislation in House Bill 269 seems the 
responsible thing to do to protect the consumer in letting them know what they 
have purchased. It also would go on to ensure that the quality of chemical 
dependency treatment continues in this state.

Once again, it is with regrets that I will not be able to be at the committee 
hearings over the next couple of weeks. I will be out of town until May 6, 
1991. At that time, I will call to see if I can be of any assistance in regards 
to clarifying any of the above issues.

Respectfully submitted,

/ S /

Judi Bixby, Administrator 
Lakeside Recovery Center. Juneau

JB:ym

cc: Senator Arliss Sturgulewski
senate H.E.S.S. Chair
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TO WHOM IT MfiY CONCERN:

I ,  G en ev a  C r a i n ,  R .N . , w an t i t  t o  b e  know n t h a t  I s u p p o r t  t n e  
r e a s o n  f o r  d e v e lo p m e n t  o f  S e n a t e  B i l l  No. £ 3 9 . As A s s i s t a n t  
D i r e c t o r  o f  U t i l i z a t i o n  M anagem en t a t  P r o v i d e n c e  H o s p i t a l ,  < a 
p r o v i d e r , ) I c a n  a t t e s t  t o  t h e  many d i f f i c u l t i e s  an d  c h a l l e n g e s  
p r o v i d e r s  f a c e  w hen d e a l i n g  w i th  r e v ie w  a g e n c i e s .  T he p r o v i d e r ’ s  
r e im b u r s e m e n t s  f o r  s e r v i c e s  a r e  f r e q u e n t l y  j e o p a r d i z e d .  The 
s t a n d a r d s  a n d  c r i t e r i a  u t i l i z e d  by r e v i e w  a g e n c i e s  a r e  n o t  c o n ­
s i s t e n t .  T he i n f o r m a t i o n  r e q u e s t e d / r e q u i r e d  i s  m o re  t h a n  w h a t i s  
n e e d e d  t o  c e r t i f y  t h e  a d m i s s i o n  an d  l e n g t h  o f  s t a y .  I f i n o  t n i s  
v e r y  u n r e a s o n a b l e  an d  am h i g h l y  s u s p i c i o u s  t h a t  s u c h  i n f o r m a t i o n  
may be u s e d  t o  d e n y  t h e i r  c l i e n t  e l i g i b i l i t y  a t  a f u t u r e  o a t e .  
O f te n  t i m e s  r e q u e s t  f o r  t h e  m e d ic a l  c h a r t  i s  m a p p r o D r l a t e .  We 
h a v e  h a d  i n s t a n c e s  w h e re  t n e  c n a r t  h a s  b e e n  r e q u e s t e d  a f t e r  t n e  
h o s p i t a l  U .R . C o o r d i n a t o r  h a d  s p o k e n  w i th  t h e  R ev iew  a g e n t  and  
e x t e n s i o n  o f  s t a y  h a d  b e e n  g r a n t e d .  The c o p y in g  c h a r g e s  w e re  a t  
t h e  h o s p i t a l ’ s  e x p e n s e .

A r b i t r a r y  d e n i a l  o f  p a t i e n t  c a r e  d a y s  o c c u r  w i t h o u t  c l a r i f y i n g  
r e a s o n ,  e v e n  w hen t h e  r e a s o n  f o r  t h e  d e n i a l  h a s  b e e n  r e q u e s t e d .  
P h y s i c i a n s  a r e  o f t e n  t h e  l a s t  t o  know o f  a d e n i a l ,  t h e r e f o r e  t n e y  
h a v e  n o t  h a d  a n y  i n p u t  i n t o  t h a t  d e c i s i o n  m a k in g  p r o c e s s .  R ev iew  
c o m p a n ie s  t e l l  u s  t h e y  c o u ld  n o t  r e a c h  t h e  d o c t o r  a f t e r  o n e  
a t t e m p t ,  i f  a n y .  We h a v e  h a d  th e m  s a y  t o  u s  t h e y  w i l l  n o t  c a l l  
t h e  p h y s i c i a n ,  an d  y e s  t h e  p a t i e n t  s t a y  i s  d e n i e d .  I n  o r d e r  t o  
a p p e a l  t h e  h o s p i t a l  m u st w r i t e  a n  a p p e a l  l e t t e r ,  ( h o p e f u l l y  t h e  
d i s g r u n t l e d  p h y s i c i a n  w i l l  w r i t e  i t ) ,  c o p y  t h e  m e d ic a l  r e c o r d s  
an d  m a i l  i t  t o  t h e  r e v ie w  c o m p an y . We t h e n  w a i t  s e v e r a l  w e e k s  f o r  
n o t i f i c a t i o n  o f  p a y m en t o r  n o n -p a y m e n t .  The a p p e a l  p r o c e s s  c o u ld  
h a v e  b e e n  p r e v e n t e d ,  i f  t h e  r e v ie w  a g e n t  h a d  i n t e r a c t e d  w i th  t h e  
p h y s i c i a n  a t  t h e  t i m e  o f  t h e  p r o p o s e d  d e n i a l .  We w o n d e r why t h e  
c o s t  o f  h e a l t h  c a r e  c o n t i n u e  t o  r i s e  an d  why h o s p i t a l s  h a v e  b e e n  
f o r c e d  t o  c l o s e  t h e i r  d o o r s ,  s h i f t i n g  t h e  d i r e c t i o n  o f  e x p e n s e s  
i s  p a r t  o f  t h e  p ro b le m .

O f te n  t h e  d e n i a l  i s  i s s u e d  by a  n u r s e ,  o r  a  p h y s i c i a n  o u t s i d e  t h e  
m e d ic a l  s p e c i a l t y  w i th  w h ic h  t h e y  a r e  d e a l i n g .  I t  i s  o n ly  r e a s o n ­
a b l e  t o  e x p e c t  t h a t  t h e  p e r s o n  i s s u i n g  t h e  d e n i a l  i s  i n  t h e  sam e 
s p e c i a l t y  o r  a  s p e c i a l t y  t h a t  i s  s i m i l a r .  C r i t e r i a  u t i l i z e d  by 
t h e  r e v ie w  com pany  i s  c o n s i d e r e d  p r i v i l e g e d  i n f o r m a t i o n .  They 
seem  t o  h a v e  a  f e a r  t h a t  t h e  p h y s i c i a n s  w i l l  a l t e r  t h e i r  p r a c t i c e  
a lo n g  t h o s e  g u i d e l i n e s  t o  o b t a i n  p a y m en t a n d  p o s s i b l y  n o t u s e  
t h e i r  m e d ic a l  ju d g e m e n t .

S I S T E R S  O F  P R O V I D E N C E  I N S T I T U T I O N S — A L A S K A :  P R O V ID E N C E  H O S P I T A L .  A N C H O R A G E — O U R  L A D Y  O F  C O M P A S S IO N  C A K E  C E N T E R .  A N C H O R  A G E — W A S H IN G T O N  
P R O V ID E N C E  C E N T R A L  M E M O R IA L  H O S P IT A L .  T O I T E N I S H - P R O V I D E N C E  H O S P IT A L .  E V E R i n T — P R O V ID E N C E  M E D IC A L  C E N T E R .  S E A T T L E - T H E  I M ’A U L  R E T IR E M E N T  
R E S ID E N C E  A N D  M O U N T  S T . V I N C E N T  N U R S I N G  C E N T E R .  S E A T T I  E - S T  E L IZ A B E T H  M E D IC A L  C E N T E R .  Y A K IM A — S T  P E T E R  H O S P IT A L .  O L Y M P I A - S I  I 0 S E P H  H O S P IT A L .  
A B E R D E E N - S T .  H E L E N  H O S P I T A L .  C H E H A U S - O R E C O N :  P R O V ID E N C E  C H I L D  C E N T E R .  P O R T L A N D — P R O V ID E N C E  M E D IC A L  C E N T E R .  P O R T L A N O - S T  V IN C E N T  I I O M ’ 1 
T A L  A N D  M E D IC A L  C E N T E R .  P O R T L A N D — S E A S I D E  G E N E R A L  H O S P I T A L .  S L A S I D E - P R O V I D E N C E  H O S P I T A L .  M F D F O R D — P R O V ID E N C E  M i l  U A U K IE  H O S P I T A L  
M I L W A U K I E - C A L I F O R N I A :  P R O V ID E N C E  H O S P I T A L ,  O A K L A N D — P R O V ID E N C E  H IG H  S C H O O L .  B U R B A N K - S A I N T  I O S E P H  M E D IC A L  C E N T L R .  B U R B A N K



1 am v e r y  much a w a re  o f  t h e  r e a s o n  f o r  t h e  e v o l u t i o n  o f  R ev iew  
f i r m s .  I am c o n v in c e d  t h a t  we n e e d  so m eo n e  t o  r e g u l a t e  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 .  The b a r e  m inim um  f o r  a p p r o v a l  o f  
p ay m en t f o r  t h e  d e l i v e r y  o f  h e a l t h  c a r e  s e r v i c e  i s  t h a t  t h e  c a r e  
i s  m e d i c a l l y  n e c e s s a r y .  T he n e e d  f o r  t h a t  c a r e  i s  d e te r m in e d  
t h r o u g h  e v a l u a t i o n  o f  t h e  sy m p to m s e x e m p l i f i e d  by t h e  p a t i e n t .

T hank  yo u  f o r  t h i s  o p p o r t u n i t y  t o  e x p r e s s  my s u p p o r t  i n  t h e  
d e v e lo p m e n t  o f  SB £ 3 3 . I f  n e e d e d ,  I arn w i l l i n g  t o  h e l p  t h o s e  who 
d o  n o t  f u l l y  u n d e r s t a n d  t h e  p r o c e s s  g a i n .

G en ev a  C r a i g ,  R. N. , M. R. 
ftD U t i l i z a t i o n  M anagem ent 
& D i s c h a r g e  P l a n n in g



February  14, 1992

SENATOR ARLISS STURGULEWSKI 
ALASKA STATE LEGISLATURE 
ROOM 427-C 
PO BOX V 
JUNEAU AK 99811

LETTER OF SUPPORT FOR NEW UTILIZATION REVIEW LEGISLATION 
SENATE BILL 239

Dr. Patrick Brady asked me to write a letter in support of Senate Bill 239,
which is an act providing for licensing of private care review agents.

In my capacity as a specialist in general internal medicine in Anchorage since 
1978, I have been well aware of the gradually changing health care environment 
and increasing review of many of my hospital patients as well as outpatients. 
It has been my impression and consternation that a number of times reviewers 
would be incapable of understanding a medical case, in the hospital 
especially, and would be so confused as to challenge normally accepted medical 
therapy. To that end, most physicians have learned to write hospital notes 
which sometimes are quite didactic and explain things in much greater detail 
than would normally be required so that reviewers that don't understand the 
medical problem would be more likely to accept treatment.

Two pertinent examples include:
1. About 2 years ago I had a serious question about admitting a patient to

withdraw from a drug called Quinidine. Quinidine was used by this
gentleman to treat a ventricular cardiac rhythm disturbance, and he was 
ill from the drug. Stopping the drug required admission to the hospital 
for cardiac monitoring. This is a normally and well accepted type of 
observation, and in fact, had I not admitted the gentleman for monitoring,
I would have been severely criticized by Cardiology. The reviewer in this 
setting did not understand this kind of treatment and actually challenged 
admission for Quinidine withdrawal. The reviewer eventually approved this 
gentleman, but it was only after several letters and telephone 
conversations that approval was given.

2. The second incident occurred when I treated a patient with pneumonia with 
intravenous antibiotics. The reviewer felt that intravenous antibiotics 
only needed to be given for four (4) days, and I felt they needed to be 
given for seven (7) days. Considering that there is no accepted, written 
guideline for intravenous antibiotic therapy and that physicians need to 
individualize this treatment for any patient, I was quite surprised at the 
results of this review. This reviewer was finally reversed only after 
extensive letter writing campaigns, and a Providence Hospital sponsored 
meeting with the reviewer in person in Anchorage as well as the reviewer's 
supervisors.
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In the setting of extensive medical review especially, the extra effort that 
goes into writing letters and defending what is normal, common and appropriate 
medical practice amounts to a serious disincentive for physicians to take care 
of patients in this category, Medicare. As these reviews are expanded to 
private pay patients, it only adds to the burden of paper work and physician 
anger which makes it much more difficult to practice medicine.

Most of these problems could be avoided if the reviewers had equal training to 
the diseases treated. The kinds of questions that I have had serious problems 
with have all been relatively simple for both myself and my colleagues to 
understand, and it was very unclear as to why the reviewers thought what they 
did. I can only assume that the reviewers were incompetent or undertrained or 
possibly both. For a review organization to produce any kind of effective 
results, it must have some sort of credibility and accuracy. Without some 
sort of oversight of review organizations, I am sure that they will only cause 
medicine to become a much more difficult place to practice and even perhaps a 
battle ground for physicians. In that setting you can only expect to see a 
gradual and progressive deterioration of medical practice. This has been 
occurring in this country related to the various and numerous new regulations 
and activities presented by insurance company reviewers, the Federal 
Government, etc., and can only lead to lower quality of medical care.

Please take these considerations seriously. Physicians, especially primary 
care physicians, are near the end of their rope nationwide in being able to 
cope with the numerous problems created by our ever expanding bureaucracies. 
These will not do any of os any good and in fact may seriously jeopardize the 
medical care that you and I will receive when we become ill.

^ K/ 0 - t U f //'u .i U V.n ■
JOHN MUES, M.U.o

:cc

xc: Patrick Brady, MD

3260a /19-20



Mr. Glenn Olds, Insurance Commissioner 
Division of Insurance 
State of Alaska
800 E. Dimond Blvd., Suite 560 
Anchorage, Alaska 99515

H  

/ » /
i \  f '  I f

March 3, 1992 J 

/  *Dear Mr. Olds:

On January 10, 1991 I was stricken with a brain aneurysm. I was rushed to Providence 
Hospital and was admitted in serious condition in a live and death situation. My test at 
that time showed my brain was hemorrhaging and they had to stabilize me before they 
could operate. I really don ’t remember very much of those days because of my condition. 
I was under the care of a number of doctors. Dr. Marjorie Smith was my physician who 
had the final say as to  my release. Dr. Smith discussed my release date with Aetna 
priorier to my release and Aetna agreed that was acceptable to them. She came in to my 
room on the 25th of January and said that she was going to release me tom orrow. I was 
so happy to  be able to go home and continue my recovery.

When I was in the hospital I realized I could not read or write. Each day I had to  order 
my meals fo r the next day and I was not able to  because I could not read the menu, arid 
then the first time I wrote my name correctly, I cried. My daughter wrote down everyone 
phone numbers for me and put it by my phone. When I wanted to call someone, I had 
to  look at each number individually and then on the phone try to find a number that 
looked like the ones on the list. It was very flustering, and even to this day I still have 
problems reading and I still transpose number or read them wrong.

In the letter from  Aetna refusing the pay the last night in the hospital they said that I was 
"showering and ambulating independently." Even something as simple a taking a shower 
was an ordeal because I would forget to wash something or I would wash the same arm 
two or three times and not wash the other one. Then I would forget what I just washed.

When I was released I was afraid to write a check because every time I did I would spell 
everything w rong and it was embarrassing. When I go out with my son or daughter and 
had to write a check, they would stand there and spell the words for me. I would forget 
where I was or forget what I was there for.

A couple of weeks after my release was the Fur Rondy activities and Glenn, (my 
boyfriend), and I thought that I would enjoy getting out of the house for a while. We went 
over to the Sullivan Arena to see the exhibits. As soon as we got down on the lower level 
I became so terrified because of all the people moving all around me. If I would have 
become separated from Glenn, I would have become hysterical. We had to leave. I am 
leery of large crowds even now.
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At home I wanted to work on an afghan I was making but I could not count to ten to 
count the stitches that were needed. Can you imagine no being able to count to ten. 
When I was finally able to drive, I went shopping one evening for our dinner and I wanted 
to  pickup some seafood cocktail, I was so proud of myself for being able to do one more 
thing for myself. Well, I got chili sauce instead. This may sound like a normal mistake but 
to me it was really traumatic because I wanted to do it so perfect and I failed.

I know that when I was released I was totally dependent on Glenn to take care of me. If 
I did not have him, I know I could not have been able to take care of myself. He did all 
the cooking and cleaning and he had to call me throughout the day to tell me what color 
pills I had to  take and when to take them. We would play scrabble for therapy. It made 
me think and try to use my brain. I still have troubles reading, I do not think I will ever 
read like I used to and that is sad because I love to read.

The object of this letter is to appeal Aetna's decision not to pay for my last night in the 
hospital. Aetna has reviewed my files, and any and all phone calls from me ha ye been 
totally ignored. I spoke a number of times with Judy Ketterling, our representative in 
Anchorage for Aetna, on the phone. She never came to my hospital room and explained 
to  me or my family that I was being considered as and out-patience and I should go 
home, against my Dr’s orders. I spoke with Barb Sandors, of Aetna, on February 26, 
1992 to ask if Ms. Ketterling was to  advise me that Aetna was responsible for explaining 
to me the decision to  classify me as an out-patience. Since the decision was made, why 
d idn ’t anyone let me or my family know this decision was made. Ms. Sandors said that 
when I was preauthorized to stay in the hospital a certain time limit was established for 
the length of my stay. I had to tell her I had a brain aneurysm and was admitted in a life 
and death situation and so no preauthorization was made.

I feel that under the circumstances of my illness and the care that I need that this decision 
is unfair and unethical. I cannot understand how people is Seattle can second guess my 
doctors orders and blatantly ask me why I did not go home earlier. I was under no 
condition to question my doctors orders, nor would I want to. They are trained 
professionals and I am sure they knew what was best fo r me. Enclosed you will find 
several letters from  co-workers, friends, and family explaining their thoughts of my 
condition, before and after my aneurysm, and the progress of my recovery. These people 
have helped me tremendously in my recovery with patience and encouragement to keep 
trying and reach a little harder to  accomplish the task at hand. Over the months I could 
see my improvements. Something I could not do 2 months ago, I can do now. I feel very 
fortunate to  have these wonderful people near me.
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Therefore Commissioner Olds, I am asking you to  read my letters and review my case. 
Any assistance you can provide me in resolving this $495 debt to Providence Hospital will 
be greatly appreciated.

ATTACHMENTS

cc: Aetna Insurance Company
Mr. Gary Bader, Director of Retirement & Benefits 
Providence Hospital 
Dr. Marjorie Smith, M.D.

Sincerely,

Margaret J. (Peggy) Frazier 
403 W. 22nd, Apt 211 
Anchorage, Alaska 99503
(907) 272-5996 Home 
(907) 349-7755 W ork 
SS# 531-52-7652



TO AETNA INSURANCE COMPANY:

Margaret "Peg" Frazier had an aneurysm explode in her head 
about a year ago and subsequently had life saving surgery. While 
she was hospitalized I visited her frequently and called her 
frequently between visits. I am both a co-worker and a friend.

During these numerous visits and phone calls it was obvious 
that she was unable to retain memory and would easily be confused. 
For example, another frequent visitor and caller was S. Kaye 
Fergert, also a co-worker and friend. Because we both worked with 
Peg, I had the feeling that Peg, in her condition, was often 
confused about which one of us had actually visited or called her. 
While on the phone I often felt that, even though I had identified 
myself, Peg was thinking I was Kaye. Kaye reported to me similar 
incidents. Another thing that was obvious is that Peg didn't seem 
to be able to judge time spans. For example, I could have talked 
to her or seen her the day before, but in our next contact it was 
to her like it had been many days.

After her release from the hospital it was many months before 
she was able to perform as her old self. She went through many 
frustrating months were she had to relearn the basic skills of 
reading, writing, and numbers. These functions would confuse her 
and frustrate her.

She had a very competent doctor who knew her case and used her 
best judgement on when to release Peg from the hospital. Peg was 
not capable of making these judgements for herself. Nor did Aetna 
advise her to go against doctor's orders and release herself early. 
In ray observation, Peg needed her medical care the entire time she 
was hospitalized. When I visited her shortly before her release 
she was in bed and still on medications. Upon her release she 
needed the constant care of her family. It was obvious to those 
around her that without constant care she would have been unable to 
function. It was several weeks before she could return to work and 
then several more months before she could perform to her old 
standards.

I feel it is cruel of Aetna to now tell her that she should 
have released herself, against her doctor's orders, any earlier 
than medically recommended. In the first place, she was incapable 
of making that kind of decision; and secondly, the doctor was 
monitoring her case all along and no one from Aetna advised her any 
differently. If Aetna feels they are wiser than the doctor on the 
case, perhaps Aetna should send in their own DOCTOR (not nurse) to 
monitor each case involving an Aetna patient and to CONSULT with 
the primary physician. Until then, it is certainly unwise, and 
perhaps dangerous, for patients to go against their doctor's orders 
by releasing themselves from the hospital early in the event that 
Aetna may decide to not pay for their last days of medical care. 
As an Aetna client, I am very unhappy over the handling of this 
c a s e .



Cheryl Flothe 
State of Alaska, D.E.C, 
800 E. Dimond Blvd., 

Suite 3-470 
Anchorage, Alaska 99515

February 18, 1992

Aetna Life Insurance Co.
Repeals Review Board 
P.O. Box 21645 
Seattle, Washington 98111

SUBJECT: Margaret Frazier, SS #531*52-7652

Dear Sirs:

I would like to protest a claim denial for Margaret (Peggy) Frazier, SS #531-52-7652, for 
her last day in the hospital, January 26, 1991. I work in the same office as Peggy Frazier. 
She and I are both employed by the State of Alaska, Department of Environmental 
Conservation. Peggy was stricken by a cerebral hemorrhage on January 10, 1991 and 
was immediately hospitalized and had brain surgery right away. She was incoherent for 
days, did not know people, couldn 't speak or think clearly and so on. She was released 
from the hospital on January 26, 1991, just 16 days after her stroke. At the time of her 
release from the hospital, Peggy was still in a confused state, barely, if able to bathe 
herself, certainly not in any condition to deal with paperwork or able to think logically. If 
Peggy did not have friends and family at home with her to take care of her, she probably 
would have to have had paid nursing.

Peggy was on sick leave until February 25, 1991 and worked part-time for tw o weeks 
following her return to work. She used up all her sick leave and even used donated sick 
leave before her ordeal was through. At the time Peggy returned to work she was still a 
little confused, cou ldn ’t get her words straight and cou ldn ’t remember how to spell as well 
as she used to. She still has a problem with spelling and a little confusion, and this is a 
year later.

Again, I would like to protest the denial of her claim for the last day she was in the 
hospital. She was told by Aetna when her claim was denied that she should have just 
gone home the last day, that it wasn't necessary for her +o be there, and she could have 
come in as an outpatient rather than staying overnight another night. Peggy was 
confused and ill- it wasn’t even known at first whether she would live or d ie -it certainly 
w asn't known, even at the time she left the hospital, how much of her faculties she would 
retain. Her doctor, Dr. Smith, even spoke with Aetna the day before she was discharged, 
telling them that Peggy would remain another day, the Aetna representative acknowledged 
and /o r agreed. All these things considered, Aetna has refused to pay for Peggy's last 
day in the hospital.



Margaret Frazier Appeal 
Page 2

2/18/92

My complaint is that an insurance company is in the business of paying for our major 
medical expenses so that we will not be devastated with these major medical bills. We 
rely on our major medical carriers to help us through these times, especially when we are 
deathly ill. This is clearly a case of the big insurance company (Aetna) looking into their 
book of statistics, and saying, "Usually, people go home after x amount of time after 
having a catastrophic stroke..." [does it say 16 days in your statistics?]

I do  not believe that in cases such as this we can go by a rule of thumb. When someone 
is under the docto r’s care for a catastrophic illness, the insurance company just has to 
believe the opinions of the doctors who are caring for the patient, and not rely on opinions 
o f those who are thousands of miles away in the insurance office. Neither you nor your 
consultants saw the person who was ill—you just looked into your book of statistics to 
make a ruling.

Furthermore, neither I nor my family have had to put in a claim for a catastrophic illness, 
thank goodness. I fear for the time we, too, may be put in a position to have to fight your 
list of statistics after we become well enough to realize what is going on.

Lastly, most of us never have a catastrophic illness, we usually have everyday illnesses 
such as doctor’s visits and m inor ailments. Are the few that do have major illnesses going 
to  bankrupt our insurance plans?

I hope you will reconsider this claim, and I hope Aetna will rethink its attitude of second 
guessing doctors ’ judgm ents when extreme illnesses arise. Perhaps it would be in 
Aetna's interest to have a doctor stationed at each hospital to give a "second opinion" in 
each of these cases; this would be more legitimate.

Sincerely,

( S m i l e s .

Cheryl Flothe

cc: Margaret Frazier
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409 Atlantis Ave. 
Anchorage, Alaska 995IS  

9071563-5616

February 24, 19921 b

Aetna Insurance Company
P.O. Box 21645
Sea itie, Washington 98111

Dear Madame/Sir:

I am writing to you on behalf o f  my mother, Margaret J. Frazier. She has brought to my 
attention the fact that you refuse to provide coverage fo r  her last night stay, January 26, 1991, 
in Providence Hospital. She was instructed by her physician Dr. Marjory Smith to stay that last 
night in the hospital and that your company had agreed to cover this expense. Now you are 
going back on your word - the word you gave the acting physician fo r  my mother.

After m y mother's brain surgeiy she could not m ake even the simplest decisions for 
herself. She relied on family, friends, ami her physicians to m ake those decisions fo r  her. She 
could not even remember her address or phone number and on m any occasions could not 
remember how old she was or what state she was in. Though she is m uch belter now and is 
able to work she often has trouble with spelling and mathematics. She transposes letters and 
numbers. She also has holes in her memoiy. The losses cannot be given back to her - not now 
or ever.

Our fam ily feels that you have taken advantage o f  the most traumatic time in her life 
by not offering the coverage promised. Ms. Frazier has always paid her premiums and has relied 
on the coverage your company, by contract, has been paid to provide. We greatly appreciate 
the coverage your company offered, it was life saving, but to go back on your word to a woman 
who could not m ake even the simplest decision is highly unprofessional and even deplorable.

My m other is requesting that you m ake good un your promise to cover her last night stay 
in the hospital and that you have whatever damage you have caused to her credit rating taken 
care of. I f  these requests are not fulfilled she will be forced to seek legal counsel and Union 
support.



February 20, 1992

Aetna Insurance company 
Seattle, Washington

Re: Margaret Frazier/Hospitalization 1/91-2/91 

To Whom it may Concern:

I am adding my voice to the many others requesting a review of your 
decision not to allow full coverage for M a . Frazier during her 
illness last. year.

Ms. Frazier could have died from the brain hemorrhage 3he 
experienced. I firmly believe that it is only due to the excellent 
care she received from her physician and Providence Hospital that 
she is now a vital and productive member of our society. Her 
healing will continue to improve with time and her last physical 
gave her a clean bill of health. It amazes me that you would 
ignore the statements made by her physician to the necessity of her 
hospilization for however long. Perhaps its common practice in your 
area for people to leave the hospital before being formally 
released by their physician, but it's not the norm in Alaska.

I have Known Ms. Frazier since July, 1937, she and I are friends of 
long standing. We went through six months of schooling together. 
I am quite aware of what Ms. Frazier was capable of before her 
illness. I also saw the effects her illness had on. her. She 
couldn't read a newspaper article let alone a novel after the 
illness. Her eyes wouldn't state focused long enough. She 
couldn't remember the content of conversations that had taken place 
a few days before. She avoided writing checks for fear of making 
major errors. She was embarrassed by how long it took her to write 
a note or a check. Her handwriting was different. Its' taken her 
a year to feel comfortable doing these mundane things of life. 
After her release from the hospital it was four to six weeks before 
she was finally considered capable of returning back to work and 
then only on a part-time basis.

X strongly suggest you review her appeal with the utmost speed. I 
also suggest that you rely on the opinions of her physician in this 
matter, after all no one knows better all the aspects of 
Ms. Fraziers' case.

Sincerely,

Denise A. Linz
3100 Ward Place, Unit 21
Anchorage, AK 99517



Mr. Glenn Hirst 

March 1, 1992

Aetna Life Insurance 
P.O. Box 21645 
Seattle, WA 98111

To Whom it May Concern:

I am writing this letter in regards to Margaret (Peggy) Frazier’s final day of 
hospitalization.

The letters that have been written on Peggy’s behalf are both "eye opening" for me 
and a painful reminder of what we endured following her release froi n the hospital. Peggy 
still suffers from  the effects of her aneurysm and subsequent surgery ir> save her life. The 
denial n f insurance benefits for the final day o f her stay has become another hurdle she 
feels compelled to overcome.

I can, w ithout any reservation what so ever say that Peggy’s release from the 
hospital was far from premature. The assertion made by Aetna that the final day of 
hospitalization was for consultation purposes only is ludicrous to say the least, Peggy 
was totally incapable remembering any instruction for longer than few minutes.

Peggy’s letter to you describes what she remembers in the days after her release 
from  the hospital. The fact is she remembers mostly what I related to her in those first few 
days home. Peggy was quite dysfunctional the first weeks out of the hospital. She was 
unable to read or write, even dialing a phone was a task beyond her abilities. If it had not 
been for the after care support provided by her parents, her children, and myself, Peggy 
could have needed professional care in order to stay at home.

In conclusion, I would like to mention that the cost to our family has been much 
higher than the $495 dollars denied for the final day of Peggy’s hospital care. Peggy’s 
parents flew from California to be with her at the hospital and at home. I took time off 
from work to give her the support she needed while in the hospital as well as afterward. 
Do not let the final cost be the loss of faith and trust in another insurance carrier.



Aetna Insurance Feb. 26, 1992

Dear Aetna:

It has recently come to my attention that your company is refusing to cover expenses for 
Peggy Frazier’s last day in the hospital following her unexpected illness last year. Peggy 
is a very conscientious and dedicated co-worker. Prior to her illness, she had worked 
with us for a short period of time and was doing an excellent job,

The sudden onset of Peggy's illness came while she was at work and was quite a shock 
to everyone who knows her.

Following her stay in the hospital, Peggy returned to work and initially worked reduced 
hours due to complications from  her illness. I imagine that she would have preferred to 
recover at home for a longer period of time, however, due to the financial hardship of not 
receiving a paycheck, she returned to work. When she initially returned to work, Peggy 
had a very difficult time reading and writing. She had to re-learn things that we all take 
for granted. She appeared to  be physically and emotionally drained by the medical 
problems that she had been through.

Based on my observations, it does not seem that Peggy's stay in the hospital was 
excessive by any means. Her body was put through a terrible shock. Rest and close 
observation were necessary to  insure her recovery.

I am pleased to say that since she has been back at work Peggy has made a remarkable 
recovery and is once again doing an excellent job in perform ing her work.

It is d ishear.enirg to see a large company such as Aetna refusing to compensate policy 
ho'ders for expenses incurred at the direction of professional medical providers during 
what was virtually a life threatening situation. This is especially upsetting when one 
considers the significant monthly premiums that the state of Alaska pays to Aetna for 
medical coverage. I sincerely hope that Aetna will reconsider this matter.



February 18, 1992

Aetna Insurance 
P.O. Box 21645 
Seattle, WA 98111

RE: Peggy Ft azier
Alaska State Employee Medical Expenses

To Whom it May Concern:

I am writing in behaif of Ms. Peggy Frazier. Peggy is a Clerk Typist III with the 
Department of Environmental Conservation, Western District Office. She was a bright, 
intelligent, and extremely productive staff member before having her stroke last year. 
Peggy has made great strides towards recovery, but this has not been easy. I have 
known Peggy before the stroke and after, and she continues to face hurdles as a 
result of her condition. She has had to relearn even the most simple of thought 
processes that you and I take for granted.

I understand that Aetna Insurance has elected to not pay for Peggy’s last days stay in 
the hospital. It is my concern that this decision was based on insurance guidelines, or 
standards, or "averages", and not based on the decision made by her physician. 
Peggy was in no condition nor did she have the medical expertise to  make that 
decision or judgement herself.

If I were in the same position I would heed my physicians advice. I feel that Aetna 
should reevaluate their decision in the case of Ms. Peggy Frazier and pay for her final 
days stay in the hospital based on her doctors judgement and his best interest for her 
health and recovery, rather than on textbook "averages".

Sincerely,

Lynn M. Cochrane 
Employee for the State of Alaska 
18948 Sarichef Loop 
Eagle River, AK 99577



’ TO WHOM IT MAY CONCERN: March 4, 1992

I  w o rk e d  w i t h  Peg (M a rg a re t)  F r a z ie r  f ro m  D ecem ber 17 , 1990 th ro u g h  
A u g u s t I ,  1 9 9 1 . I  was i n  th e  o f f i c e  w i t h  h e r  th e  d a y  she  became 
i l l .  A l l  o f . u s  h e re  i n  DEC w e re  t e r r i b l y  w o r r ie d  b e ca u se  o f  th e  
s e v e r i t y  o f  th e  i l l n e s s  and th e  f a c t  t h a t  h e r  re s p o n s e  t o  v i s i t o r s  
i n  t h e  h o s p i t a l  was so  c o n fu s e d . I  sp o ke  w i t h  h e r  on  a d a i l y  b a s is  
on ce  she  was a b le  t o  h a v e  phone  c a l l s .  She w o u ld  c o n fu s e  my c a l lB  
w i t h  th o s e  o f  o th e r  p e o p le .  When I  v i s i t e d  h e r  i n  th e  h o s p i t a l  she  
was n o t  c a p a b le  o f  r e a l i z i n g  fro m  one m in u te  t o  th e  n e x t  w h ic h  
f e l l o w  w o rk e rs  w e re  a c t u a l l y  t h e r e .  She knew a l l  o f  u s ,  b u t  had 
th e  w ron g  names w i t h  th e  w ro n g  fa c e s .  She was n o t  c a p a b le  o f  
m a k in g  d e c is io n s  f o r  h e r s e l f  when sh e  was r e le a s e d  fro m  th e  
h o s p i t a l .  P e r s o n a l ly ,  I  f e l t  sh e  s h o u ld  ha ve  been  u n d e r  c a re  f o r  
a much lo n g e r  p e r io d  o f  t im e .  A f t e r  h e r  r e le a s e  I  a g a in  c a l l e d  h e r  
on a d a i l y  b a s is ,  and up  t o  th e  t im e  she  r e tu r n e d  t o  w o rk  she  was 
s t i l l  h a v in g  s e r io u s  p ro b le m s .

I  b e l ie v e  t h a t  AETNA In s u ra n c e  s h o u ld  be  o rd e re d  t o  r e c o n s id e r  and 
p a y  th e  d is p u te d  am oun t t o  th e  h o s p i t a l .  She s h o u ld  h a ve  a c t u a l l y  
been  k e p t  lo n g e r  and p u t  on some ty p e  o f  a th e r a p y  p ro g ra m  t o  
a s s i s t  h e r  i n  r e c o v e r y  f ro m  h e r  b r a in  s u r g e r y .

S. K aye  F e g e r t  
Box 2111 
P a lm e r ,  a k  99645



February 18, 1992

Aetna Insurance 
Seattle, WA

RE: Peggy Frazier
Alaska State Employee

To Whom it May Concern:

I am writing in behalf of Ms. Peggy Frazier. Peggy was a Clerk Typist for me while I 
was an environmental engineer with the Department of Environmental Conservation, 
Western District Office. Peggy was one of our most capable clerk typists. Immediately 
after returning to work from the hospital she was disoriented. She had trouble typing, 
writing, and coordinating movements. I was surprised that she was attempting to  work 
as she was obviously not completely recovered from her serious injury.

It is even more surprising to see this quibbling over hospital stay. Peggy was 
debilitated from her injury and should have been in the hospital at least a few days 
longer.

Sincerely,

Steve Eng 
State of Alaska



March 3 ,1S92

TO WHOM IT MAY CONCERN,

! am writing in behalf of Peggy Frazier, an employee of Alaska Department of 
Environmental Conservation, I saw a definite change In her work when she came back 
from the hospital. When she submitted information to me such as weekly issues I 
noticed that Peggy was having problems in sentence structure. Her thoughts seemed 
to be scrambled as though she were confused. If I can be of more help, please don’t 
hesitate to ask.

Sincerely,

huso o m u i k


