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About URAC

URAC, an independent, nonprofit organization, is a well-known leader in promoting health care quality through
its accreditation and certification programs. As a nonprofit industry neutral organization, URAC’s Certificate of
Accreditation serves as a seal of approval to assure both regulators and consumers a health care provider is
meeting a superior standard of quality care. Through its broad-based governance structure and an inclusive
standards development process, URAC ensures that all stakeholders are represented in establishing
meaningful quality measures for the entire health care industry.

Since its inception in 1990, URAC has accredited over 2,700 office and Internet sites doing business in all 50
states and three foreign countries. URAC-accredited organizations provide health care services to over 150
million Americans. Currently, URAC offers over 18 different accreditation and certification programs. These

programs cover a wide range of health care operations ranging from integrated health plan offerings to

specialty carve out services such as utilization management and other medical management functions to
include the following:

Clinlcal Accreditation and Certification Programs:
Case Management

Claims Processing

Consumer Education and Support

Core '

Credentials Verification Organization

Disease Management

Health Call Center

Health Network

Health Plan

Health Provider Credentialing

Health Utilization Management

Independent Review

Vendor Certification

Workers' Compensation Utilization Management

VYVVVVVVYVVYVVVY

Health IT Accreditation Programs: .
> - Health Web Site : .

-» HIPAA Privacy - for Covered Entity or Business Associate

» HIPAA Security — for Covered Entity or Business Associate

Other URAC Quality Benchmarking Programs:
» Consumer Satisfaction Commendation

Because of URAC's broad-based standards and rigorous accreditation process, purchasers and consumers
look to URAC accreditation as an indication that a health care organization has the necessary structures and
processes to promote high quality care and preserve patient rights. In addition, regulators in 35 states and
three federal agencies recognize URAC’s accreditation standards in the regulatory process.

Along with their mission to promote and maintain quality health care for the general public, URAC is engaged in
several research projects to assess and identify new approaches to improve performance measurement in a
variety of health care settings. In addition, URAC also authors many cutting-edge publications on health care
delivery systems, HIPAA Privacy and Security regulations, and offers over 40 days of educational conferences,
workshops, and seminars annually on issues ranging from accreditation to best practices.
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9.0: Independent Review*
Susan Prest, M.A., L.P.

9.1 Introduction

Independent medical review has become both an
important and integral part of our health care system.
Independent review’s emergence upon the American
health care scene is one of the most important
developments in patient and consumer protection in the
past decade. Physicians, health plans, employers, state
and federal regulators, patient and consumer advocacy
groups all agree that independent review, and not
lawsuits, is the best means of resolving health care
disputes.

In the year 2000 the overwhelming majority, or 92%, of all
insured employees were in managed care plans; up from
54% in 1993." With the dramatic increase in consumers '
who receive their health care through managed care plans
has come an increase in number of disagreements over
what services the health plans’ would or should cover. In
response to these rising concerns about the impartiality of
health plan benefit coverage decisions, coupled with the
lack of progress with a Patients’ Bill of Rights at the
federal level, 44 states and the District of Columbia have

enacted independent review laws. As shown in Figure 1,
there are only 6 states that have still not yet enacted
indepéndent review laws (Idaho, Mississippi, Nebraska,
North Dakota, South Dakota and Wyoming).

In March of 2002, The Henry J. Kaiser Family Foundation
commissioned a study prepared by the Georgetown
University Institute for Health Care Research and Policy*
whose subject included one of the first comprehensive
analyses of state independent review programs. The study
found that independent review was becoming widely
recognized as an important mechanism for consumer
protection. It also demonstrated extensive state activity in
the area of independent review and its success in resolving
disputes between individuals and their health plans. In
fact, independent review organizations (IRO’s) are
currently receiving high marks for quality, performance,
and integrity. Yet, with all of the activity, optimism, and
widespread support for independent review, the
programs are used infrequently. There are only about

Figure 1. Independent Review Laws By State

EEE 1R Law for MOO, PPO, MBHO
B 1R Lsw for MCO, MBHO Only
"1 No Independent Review Law

Independent Review Laws By State
’ As of February, 2004
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4,000 documented requests for an independent review
annually. Thus, careful attention needs to be paid in
order to preserve the integrity and viability of
independent review and to take advantage of its full
potential.

9.2 What Is Independent Review?

URAC defines independent review, also called external
review, as a process, independent of all affected parties, to
determine if a health care service is medically necessary,

- medically appropriate, experimental, or investigational.’
It is a formal and unbiased process for the resolution of
disputes involving adverse medical benefit determinations
and is usually conducted by a medical expert or panel of
medical experts who are not affiliated with the health
plan. These expert medical reviewers must be qualified to
perform the review and are usually associated with an
independent review organization approved by the state.

It may typically (but not always) occur after all utilization
management and benefit appeal mechanisms available
within the health-benefits plan have been exhausted.

A primary goal of an independent review is to assure the
patient, attending physician, and other treating clinicians
that after a treatment recommendations and coverage
decisions will be reviewed by a qualified and truly
independent expert medical reviewer. In most cases the
independent review process has the power to overrule the
health plan’s denial of benefits. However, the laws vary on
whether the decisions are binding although they are
binding in most states. Recent data shows that
approximately 50% of the coverage disputes at the state
level result in a finding on behalf of the insured.’

9.2.1 Background

In 1978, Michigan became the first state to establish an
independent review program. Subsequently throughout
the 1990’s a large number of states began to enact patient
protection legislation in earnest. By March 2000, 33 states
had either legislated or enacted independent review laws.
In that same year, URAC began its formal accreditation
program for external review organizations (ERO’s now
IRO’s) by accrediting the first 5 independent review
organizations. The standards employed by URAC, both
then and now, address a consumer’s concerns that
insurance appeal decisions are based on financial
considerations or poor medical judgment, rather than
what is best for the patient. Currently, 22 independent
review organizations are fully accredited by URAC.

Today independent review organizations operate in all the
50 states and their performance is earning them excellent
ratings. Despite this fact the debate over patient
protections still continues. In fact, most health care
consumers are unaware of independent review laws and
how to access the appeals process.

Founded in 2001 by the majority of URAC accredited
independent review organizations, the National
Association of Independent Review Organizations
(NAIRO) is a trade association dedicated to protecting the
integrity of independent medical review. Recognizing
both legislative growth in this area, and in furtherance of
their objectives, NAIRO, has called for the preservation of
the integrity and viability of independent review.’

9.2.2 Independent Review Organlzations

An independent review organization (IRO) is an entity
that conducts independent external reviews of adverse
health care determinations. Independent review
organizations maintain panels of licensed, credentialed,
and board-certified physicians who are experts in their
areas of review. By design, independent review
organizations are fully independent from all parties
involved with an appeal. In light of their purpose IRO’s
should not have any financial, professional or contractual
ties with the involved health plans, hospitals, providers,
patients or manufacturers.

Generally independent review organizations usually
contract with state regulatory agencies to conduct
impartial reviews of disputed denials of health care
benefits. Depending on the particular state, IRO’s are
subject to not only the rules and regulations set by the
contracting agencies, but may be required by the state to
be accredited by a nationally recognized accrediting body.
URAC accredits independent review organizations by
using standards that assure IRO’s: are free from conflicts
of interest; maintain established qualifications for
physician reviewers; address medical necessity and
experimental treatment issues; have reasonable time
periods for standard and expedited reviews; and maintain
an appeals processes. A URAC IRO accreditation means
the organization provides a fair and impartial review
process that benefits to both patients and physicians who
have grievances with their MCO.”

9.2.3 The Independent Review Process
Independent review laws provide insureds with a process
to challenge adverse medical determinations made by
their health plans. While health plans are required to
establish internal formal grievance procedures, it is usually
after all the health plan’s internal appeal mechanisms are
exhausted that the insured or enrollee can proceed
through the state independent review process, if one is
available. There are exceptions to this rule. Sometimes
requests for an independent review may be made before
the internal appeal process has been exhausted if the
request involves life threatening conditions, or the health
plan waives the exhaustion requirement.

There is a great deal of variation among the states
regarding legislation, and which state administrative
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agency is responsible for regulating independent review.as
(See Table 1).

In general, despite the many variations between states, the
independent review process usually follows several basic
steps. First, the enrollee must file a written request with
the specific state agency that regulates independent or
external review. The filing must be accomplished within a
specific time period that follows the date of receiving
notice of a health plan’s final adverse determination. At
that point the state governing authority determines if the
case is either a standard review or an expedited review and
if the request for an independent review is appropriate.
Once that decision is made, the case is then assigned to an
independent review organization.

Second, after filing for an independent review the state
may chose either an IRO, or compose a panel of
physicians to conduct the appeal review. While Hawaii
offers appeal by IRO, Vermont’s Department of Insurance
offers a review panel by maintaining an internally selected
panel of in-state psychiatrists to review psychiatric and
addictions medicine state level appeals. In New Mexico
the Superintendent of Insurance compiles and maintains a
list of physicians available to perform independent
reviews. Some states will also add an additional
requirement that an external independent review

"organization be certified by the state in order to provide

independent reviews.

Third, IRO decision time frames are determined by
whether the appeal falls under a standard, expedited, or
experimental or investigational review. A standard review
must be completed within 30 days of the date that the
request for the review is filed with the state regulating
department. An expedited review may be requested if the
patient has a medical condition where waiting for the
completion of a standard review would jeopardize the life
or health of the patient or would interfere with the -
patient’s ability to regain maximum function or if the
patient has not been discharged from inpatient care.
Expedited review decisions normally must be completed
within 24 to 72 hours from the time the review is
requested. If an adverse determination is made by a
health plan on the basis that the recommended care is
considered experimental or investigational, the enrollee
may request an independent review as well. The enrollee’s
treating physician must certify that standard treatments
have not been effective, or are not appropriate, or that
there is no available standard treatment covered by the
health plan that is more beneficial than the recommended
treatment.

In addition to notification and time frame requirements,
IRO’s are required to provide toll-free telephone access
for consumers and providers. Upon receipt of an

independent review request, the organization will screen
the case to determine if a conflict of interest exists for
either the expert medical reviewer or the independent
review organization. This will also determine whether the
case is a standard or an expedited review, whether the case
relates to a clinical or administrative issue, whether the
case refers to medical necessity or
experimental/investigational treatment, and whether the
issue may be appropriately resolved through the
independent review process. Independent review
organizations also will require that their reviewers do no
accept any type of compensation based on the reviewer’s
opinion or the outcome of the review.

Each IRO establishes and implements procedures for the
selection and credentialing of reviewers following either
the applicable state requirements, URAC standards, or
both. A medical expert or panel of medical experts who
are considered to be peers of the attending provider and
who have the proper scope of licensure and professional
experience to complete the review are selected. The

~ organization provides these medical reviewers with a file

containing the necessary information to complete the
review. This documentation normally includes the
patient’s medical records, the attending health care
professional’s recommendation, applicable clinical review
criteria, medical and scientific evidence determined to be
relevant and appropriate to the case, terms of coverage,
consulting reports, and any other relevant documentation.
Any decisions made will be criteria or evidence-based
using both scientific and medical evidence. When more
than one reviewer is used, IRO’s will provide an
opportunity for the reviewers to discuss the case. In these
circumstances, the majority decision prevails.

For every IRO decision made by the IRO, each reviewer
must provide a written opinion to the independent review
organization. In reaching their opinion, the reviewer is
not bound by any decisions or conclusions reached during
the health plan’s internal review process. ‘The report must
contain a description of the reason for the review request,
the date that the review request was received from the
state regulator, the date the review was conducted, the
principal reasons, and rationale for the determination and
references or practice guidelines considered in reaching
the decision.

After a final decision, a written notice to either uphold or
reverse the health plan’s adverse determination is sent to
the appropriate parties as designated by the state statutes
or regulations. With the exception of three jurisdictions
(i.e., the District of Columbia, Oklahoma, and Oregon),
independent review decisions are binding on the health
plan and the enrollee to the extent that the parties have
other remedies available under applicable federal or state
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Table 1: State Departments* Regulating Independent Review

As of February, 2004

Alaska

Nevada Alabama
Arizona New Hampshire Delaware
Arkansas New Mexico District of Columbia
Califomia New York Florida
Colorado North Carolina Georgia
Connecticut | Ohio Massachusetts
Hawaii Oregon Minnesota
Hlinois South Carolina Montana
Indiana Tennessee New Jersey
lowa Texas Oklahoma
Kansas Utah Pennsylvania
Kentucky Vermont Rhode Island
Louisiana Virginia
Maine Washington
Maryland West Virginia
Michigan Wisconsin
Missouri

California, Department of
Managed Care (HMO's only)

Idaho
Mississippi
Nebraska
North Dakota
South Dakota
Wyoming

* The term “department” Is used to refer to agencies, commissions, administrations or other such tenms. ozmm&nud-'h-,he.

law. In some states the health plan or the enrollee may
appeal by seeking judicial or administrative review of the
binding independent review decision. For example, in
Alaska the person who is aggrieved by a final decision at
the state level may appeal the decision to the superior
court. In Iowa, the enrollee or the enrollee’s treatment
provider acting on behalf of the enrollee may appeal the
review decision by the independent review organization
by filing a petition for judicial review. '

In terms of who pays for the independent review process,
it is the health plan against whom a request for an
independent review is filed that usually pays the costs
consistent with the fee schedule of the independent review
organization. These fees vary widely and are dependent -
upon a number of factors including the number of
reviewers that are used to review a case, state fee cap
requirements, and complexity of the medical review. The
fees are reported to range from a low of $350 to a high of
$2000 with the median cost of a review of $700 to $900.

9.3 Legal and Regulatory Challenges

During the last few years independent review has survived
most of its major legal challenges. One of these wasa 5 to
4 decision by the U.S. Supreme Court in Rush Prudential
HMO Inc., v Moran. In Rush the Supreme Court found
that an Illinois HMO Act which called for mandated
independent review was not preempted by the Employee
Retirement Income Security Act of 1974 (ERISA).” As the
Court explained, external review laws regulate insurance
and therefore are not preempted by ERISA. Rush is
significant because it means that patients in employer-
sponsored health plans who live in the 42 states with
external review laws can obtain an independent physician
review of treatment denials. Unfortunately, the ruling did
not apply to the large number of employees who are

covered under "self-insured” plans. "Self-insured” plans
do not have to comply with state insurance regulations.”
Moreover, the facts in Rush preceded the éffective date of
the ERISA claims benefit regulations and, therefore, future
decisions may hold that a specific reduced legal scheme
preempts state independent review laws.

According to a National Committee for Quality Assurance
(NCQA) study,” as of July 31, 2003, most health plans are
subject to state independent review laws to varying -
degrees. But, as shown in Table 1, the fact is that these
state independent review laws apply inconsistently across
managed care products such as managed care
organizations (MCQ’s), preferred provider organizations
(PPO’s), and managed behavioral healthcare
organizations (MBHO’s).

9.4 Benefits of Independent Review

According to an American Association of Health Plans
(AAHP) report titled Independent Medical Review of
Health Plan Coverage Decisions: A Framework for
Excellence, “(f)or the consumers of American health care,
the widespread enactment of independent medical review
is perhaps the most important development of the past
decade.”” Although once lobbied against by most health
plans, independent review has gained a wide range of
acceptance as ultimately benefiting both members and
health plans together. Some examples of these benefits
are:

1) Reduction of costly litigation. As reported by The New
York Times, states with mandatory independent
review laws can expect reduced litigation. When an
external review sides with the patient, plans almost
always back down and are unwilling to bear the legal
risk of continuing to deny coverage for the disputed
treatment. On the other hand, few patients or their
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2)

3)

4)

lawyers wish to waste both the time and the money by
going to court and arguing against a plan that has
won approval from independent physicians."
According to Terese Giorgio, Senior Director,
Corporate Programs for IPRO, Inc., a New York
based URAC accredited independent review
organization, independent review will continue to
offer a fair and impartial venue for enrollees and
insurers to resolve their disputes without seeking
expensive and time-consuming legal recourse.

Enhanced health plan credibility. Health plans
welcome the opportunity to restore the public’s faith
in the health plans appeal process that independent
review can provide. Health plans are aware that the
public holds generally negative views about managed
care and independent review is credited with
enhancing health plans creditability.

Consumer satisfaction. Independent review gives

consumers the accountability they want. It addresses '

their concerns that appeal decisions are sometimes
based on financial considerations or poor medical
judgment, rather than what is truly best for the
patient.

Quality Improvement. Independent review shows the

" promise of improving medical care. As Winifred S.

Hayes, Ph.D., President of HayesPlus, a URAC
accredited independent review organization based in
Lansdale, PA has communicated to the author, the
role of independent (medical) review has grown as
health plans and hospitals recognize its value in
enhancing quality of care, addressing health outcome
problems and medical errors, and developing and
applying medical policy.

‘9.5 Independent Review Issues to be Resolved

3)

4)

5)

medical review panels such as behavioral health care
independent review organizations. For example, in
some states independent review requirements apply
to all types of health plans while in other states they
apply only to some types of health plans. Creating
consistency in the application of important standards
across the nation with uniform and standardized
independent review processes would protect the
viability and integrity of independent review. In
response to this concern Steven B. Larsen, Esq.,
former Commissioner of Insurance for the State of
Maryland, in his article, It’s Time to Fix State External
Review Laws' recommends the creation of a uniform
right to external review to ensure that health plans
and their members are subject to a more predictable
and equitable process. He also calls for some form of
administrative review of external review decisions to
ensure compliance with statutory standards.

State licensing or domicile requirement for reviewers.
Same-state licensure limits the range of medical
expertise available to the client/patient. It limits an
IRO’s ability to be competitive in certain
marketplaces as not all IRO’s have sufficient reviewers
available for coverage in all 50 states.

Lack of statutory immunity for independent review
organizations and their reviewers for review activities
conducted in good faith. According to Dr. Hayes,
“The biggest threat to independent review is
litigation, especially in those states that do not
indemnify the IRO and its’ reviewers.”

Exclusion of certification of specialty behavioral health
independent review organizations. 12 of the 44 states
that certify independent review organizations exclude
the certification of specialty behavioral health
independent review organizations. The primary

1)  Lack of public awareness. Consumers enrolled in . . L .
health plans are generally unfamiliar with their plan’s reason given by states for this exclusion is clerical.
internal review process and are unaware of any They say it interferes with the state’s process of
independent review program available in their states. ASSIING Cases b.y rotﬁtlon among independent .
Even though all but six states have enacted laws Teview organizations. Many states.l'fave SOI.V ed this
requiring independent review, the number of such clerical .problem w1_thou? compromising patient
reviews being requested is small and infrequent. The p;:ttiectxon and iatl.etn:l rlghts;:; Ot}flf:rstates gnl)t’
Kaiser Family Foundation in a report released in eert fy one Of & mitec nuinber ot Mcepencen
March 2002"* demonstrated that consumers were review organizations. These states do not u}clude
granted relief through independent review 50% of the ) P ecxa%tytl.)ehawort;;ll t.lealthml.xztd?endell:t rg;lew
time they chose to use the process. Even so, very few organizations on thelr restrictec panets. LAy
consumers have turned to independent review Vermont and Minnesota have separate review panels

. ’ for mental illness and substance abuse.
2) Lack izati ist i . . .
) reviev‘:'f ;Z:gfﬁ?ﬁ:gg&ﬁ;ﬁ&ﬁﬁﬁnmt In consideration of these and other issues requiring
considerably between states. There is variation in the attention and resQIuUOn the. Na"uonal Association of
. . Independent Review Organizations (NATRO)
types of disputes that are accepted, the process, time ded ten key ] ts for inclusion i
frames and whether to allow access to specialty expert recommended ten key elements f0r tAclusion i any
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Patients’ Bill of Rights legislation or regulation concerning
independent review as discussed in more detail below."

9.6 Recommendatlons for Independent Review
NAIRO recommends the following ten key elements for
inclusion in Patients’ Bill of Rights legislation or state laws
and regulations concerning independent review.

1) Areviewer’s opinions should be supported by best
available scientific evidence and nationally recognized
clinical guidelines and consénsus statements.

2) Standardization of external review processes,
timeframes, methods, and credentialing requirements
throughout the U.S. using a private standard setting
organization (i.e., adopt URAC standards, including a
minimum of 72 hours for expedited reviews, except
in extreme emergencies).

3) Require reviewers to hold an unrestricted license to
practice medicine or other clinical discipline in one of
the 50 US states (no same-state licensing or
domiciliary requirements for the reviewers).

4) Guarantee anonymity of the reviewers. -

5) Provide statutory immunity for IRO’s and reviewers
for review activities conducted in good faith.

6) Do not exclude single-service IRO’s.
7) Conflict of interest standards should be case-specific.

8) Upon request, the patient has the right to see the
reviewer's original reports.

9) Review outcomes that are binding on the plan.
Member must go through the external review process
before litigating.

10) Fund a plan to educate the patient regarding his/her
rights to external review.

9.7 Conclusion

Independent review is in a unique position to dramatically
improve the quality of health care available to all
Americans for many years to come. It has gained wide
recognition as a successful tool to resolve disputes
involving denial of medical benefits. It is now one of the
most actively regulated areas impacting health plan and
managed care operations. Although there are many issues
that still require attention in order to preserve the viability
and integrity of independent review, there is general
agreement by qualified physicians that independent
review is here to stay and should be the accountability
cornerstone in any patient protection proposal.

.Currently there is important work being done in both the
private and public sector by organizations such as the
America’s Health Insurance Plans (AHIP), the

Department of Labor (DOL), the National Association of
Health Underwriters (NAHU), the National Association
of Insurance Commissioners (NAIC), the National
Association of Independent Review Organizations
(NAIRO), the National Committee for Quality Assurance
(NCQA), URAC, The Henry J. Kaiser Family Foundation,
Georgetown University Institute for Health Care Research
and Policy, Congress, the courts and other organizations
in the area of independent review. With the unique
cooperation evident among these organizations it appears
that independent review will continue to take its place as
an important national and state patient and consumer
protection.
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