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AN ACT

Requiring certification of utilization review entities;
provi di ng for appeal processes for providers, for the

di scl osure of certain uniforminformation and for delivery of

health care in a cost-effective manner.
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The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Secti on

1

Short title.

This act shall be known and may be cited as the Health Pl an

Accountability Act.

Section 2.

Pur poses.

The purposes of this act are to:

(1)

Pronote the delivery of health care in a cost-

effecti ve manner.

(2)

Foster greater coordination anong health care

provi ders, patients and payers.

(3)

Pronote patient access to quality health care in a

tinmely fashion.

(4)

Saf eguard patients by certifying the activities of

utilization review entities.

(5)

Provide sufficient information to providers

regarding utilization review processes, criteria and the

procedures for appealing utilization review determ nations.

(6)

Est abl i sh an appeal s process that may be used by

provi ders to appeal adverse utilization review determ nations

by utilization review entities.

(7)

Est abl i sh m ni mum provi der credentialing standards

to be used by payers.

30 Section 3. Definitions.
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The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the

context clearly indicates otherw se:

"Accrediting body."™ A nationally recognized accrediting
agency.
"Active clinical practice.”" A health care practitioner who

practices clinical medicine on the average of not |ess than 20
hours per week.

"Clinical reviewcriteria." The witten screening
procedures, decision abstracts, clinical protocols and practice
gui delines used by a utilization review entity to evaluate the
necessity and appropri ateness of health care services delivered
or proposed to be delivered.

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Covered individual."™ An enrollee or an eligible dependent
of an enroll ee.

"Credentialing criteria.” The standards used by a payer to
eval uate the qualifications of a health care practitioner or

health care facility to participate in the payer's provider

net wor k.
"Departnent."” The Departnent of Health of the Conmonwealt h.
"Enrollee." An individual who has contracted for or who

partici pates in coverage under:

(1) an insurance policy issued by a professional health
service corporation, hospital plan corporation or a health
and acci dent insurer;

(2) a contract issued by a health naintenance
organi zation or a preferred provider organization; or

(3) other benefit prograns providi ng paynment,

19970H0977B1083 - 3 -
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rei mbursenent or indemification for the costs of health care

for the covered individual.

"Health care facility.” Any health care facility providing
clinically related health services, including, but not Iimted
to, a general or special hospital, including psychiatric
hospitals, rehabilitation hospitals, anbulatory surgica
facilities, long-termcare nursing facilities, cancer treatnent
centers using radiation therapy on an anbul atory basis and
i npatient drug and al cohol treatnent facilities.

"Health care insurer.” Any entity operating under any of the
laws listed in section 14.

"Health care practitioner.” Any individual who is |icensed,
certified or otherwise regulated to practice health care under
the laws of this Commonweal th, including, but not limted to, a
physi cian, a dentist, a podiatrist, an optonetrist, a
psychol ogi st, a physical therapist, a certified registered nurse
practitioner, a registered nurse, a nurse mdw fe, a physician's
assistant or a chiropractor.

"Integrated delivery system"” A partnership, association,
affiliation, corporation or other legal entity which enters into
contractual, risk-sharing arrangenents with health insurers to
provi de or arrange for the provision of health care services and
assumes sone responsibility for quality assurance, utilization
review, provider credentialing and related functions and which
assunmes to sonme extent, through capitation rei nbursenent or
ot her risk-sharing arrangenent, the financial risk for provision
of health care services to enroll ees.

"Licensing authority.” The licensing authority of the health
insurers listed in section 14.

"Payer." Any entity operating under any of the laws |isted
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in section 14 as well as any other entity enploying, affiliated
with or contracting with a utilization review entity or paying
for credentialing activities.

"Provider network." The health care practitioners and health
care facilities designated by a payer for enrollee use in
obt ai ning covered heath care services. This termshall not apply
to broad-based networks that are primarily fee-for-service,

i ndemity arrangenments with mninmum participation requirenents
and limted utilization review procedures.

"Provider of record.”™ The physician, |icensed practitioner
or health care facility identified to a utilization review
entity or insurer as having prescribed, proposed to provide or
provi ded health care services to a covered individual.

"Secretary."” The Secretary of Health of the Conmonwealt h.

"Utilization review." A systemfor prospective, concurrent,
retrospective review or case nanagenent of the nedical necessity
and appropri ateness of health care services provided or proposed
to be provided to a covered individual. The term does not
i ncl ude any of the follow ng:

(1) requests for clarification of coverage, eligibility
or benefits verification;

(2) a health care facility's or a health care
practitioner's internal quality assurance or utilization
revi ew process unless such review results in a denial of
paynent, coverage or treatment; or

(3) refusal to contract with health care practitioners
or health care facilities.

"Utilization review determnation.” The rendering of a
deci si on based on utilization review that approves or denies

ei ther of the follow ng:
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(1) the necessity or appropriateness of the allocations
of health care resources to a covered individual; or
(2) the provision or proposed provision of covered
heal th care services to an enroll ee.
"Utilization review entity.” Any payer or any entity
performng utilization review while enployed by, affiliated
wi th, under contract with or acting on behalf of any of the
fol | ow ng:
(1) an entity doing business in this Conmonwealt h;
(2) an integrated delivery system
(3) a party that provides or adm nisters health care
benefits to citizens of this Conmonweal th, including a health
care insurer, self-insured plan, professional health service
corporation, hospital plan corporation, preferred provider
organi zati on or health mai ntenance organi zation authorized to
of fer health insurance policies or contracts to pay for the
delivery of health care services or treatnment in this
Conmonweal t h; or
(4) the Commonwealth or any of its political
subdi vi sions or instrunentalities.
The termshall not include entities conducting internal
utilization review for health care facilities, hone health
agenci es, heal th mai nt enance organi zations, preferred provider
organi zati ons or other nmanaged care entities, or private health
care professional offices, unless the performance of such
utilization review results in the denial of paynent, coverage or
treat nent.
Section 4. Certification of utilization review entity.
(a) Certification required.--A utilization review entity may

not conduct utilization review regarding services delivered or
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proposed to be delivered in this Commonweal th unless the entity
is certified by the departnment to perform such services or

unl ess the entity is an integrated delivery system whose
utilization review standards have al ready been approved by the
department and adopted for use by a certified utilization review
entity. Autilization review entity that has been operating in
this Coomonwealth prior to the effective date of this act nmay
continue to conduct utilization review for not nore than one
year after the effective date of this act pending an initial
certification determ nation by the departnent regarding that
entity. The departnment shall grant certification to any
utilization review entity that satisfies the utilization review
standards included in sections 5 and 6.

(b) Renewal.--Certification shall be renewed every three
years unl ess sooner revoked or suspended by the secretary.

(c) Accrediting bodies.--The departnment may rely on
national ly recogni zed accrediting bodies to the extent the
standards of the bodies are determ ned by the departnent to
substantially nmeet or exceed the criteria in section 5 and if
the entity agrees to the foll ow ng:

(1) Direct the accrediting body to provide a copy of its
findings to the departnent.

(2) Permt the departnent to verify conpliance with
standards not covered by the accrediting body.

(d) Fees.--The secretary is authorized to prescribe fees for
initial application and renewal of certification. The fees shal
not exceed the admi nistrative costs of the certification
process.

(e) Procedures.--Licensed health insurers are required to

foll ow the standards and procedures contained in this act, but
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1 are not required to be separately certified as utilization

2 reviewentities by the departnent.

3 Section 5. Uilization review standards.

4 (a) Requirenents.--Uilization review entities providing

5 services in this Coomonweal th nmust satisfy all of the follow ng
6 requirenents:

7 (1) For the purpose of responding to inquiries

8 concerning the entity's utilization review determ nations:

9 (1) provide toll-free tel ephone access at |east 40
10 hours each week during normal business hours;

11 (i1i) maintain a tel ephone call answering service or
12 recordi ng system during hours other than nornal business
13 hours; and

14 (ti1) respond to each telephone call left with the
15 answering service or on the recording systemwthin one
16 busi ness day after the call is left with respect to the
17 revi ew determ nati on.

18 (2) Protect the confidentiality of individual nedical
19 records:
20 (1) as required by all applicable Federal and State
21 | aws and ensure that a covered individual's nedical
22 records and ot her confidential medical information
23 obtained in the performance of utilization review are not
24 i mproperly disclosed or rediscl osed;
25 (1i) by only requesting nedical records and ot her
26 i nformati on which are reasonably necessary to make
27 utilization review determ nation for the care under
28 revi ew, and
29 (ti1) bhave nmechanisns in place that allow a provider
30 to verify that an individual requesting information on
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behal f of the organization is a legitimte representative

of the organi zati on.

(3) Unless required by Iaw or court order, prevent third
parties fromobtaining a covered individual's nedical records
or confidential information obtained in the performance of
utilization review

(4) Assure that personnel conducting utilization review
shall have current |icenses that are in good standi ng and
wi thout restrictions froma state health care professiona
licensing agency in the United States.

(5) Wthin one business day after receiving a request
for an initial utilization review determ nation that includes
all information reasonably necessary to conplete the
utilization review determ nation, notify the enrollee and the
provi der of record of the utilization review determ nation by
mai | or other neans of comuni cati on.

(6) Include the following in the witten notification of
a utilization review determ nation denying coverage for an
adm ssion, service, procedure, mnedical supplies and equi prment
or a request for approval of continuing treatnent for the
condition involved in previously approved adm ssions,
services or procedures, nedical supplies and equi pnent:

(i) the principal reasons for the determ nation if
the determ nation is based on nedical necessity or the
appropri at eness of the adm ssion, service, procedure,
nmedi cal supplies and equi prent, or extension of service;
and

(ii) the description of the appeal procedure,

i ncludi ng the nane and tel ephone nunber of the person to

contact in regard to an appeal and the deadline for

19970H0977B1083 - 9 -



1 filing an appeal .

2 (7) Ensure that initial adverse utilization review

3 determ nation as to the necessity or appropriateness of an

4 adm ssion, service, procedure or medical supplies and

5 equi pnent is made by a |icensed physician or, if appropriate,
6 a psychol ogi st.

7 (8) Ensure that on appeal all determ nations not to

8 certify an adm ssion, service, procedure, nedical supplies

9 and equi prent or extension of stay nust be nade by a |licensed
10 physician or, if appropriate, a psychologist in the sanme or
11 simlar general specialty as typically manages or reconmends
12 treatment for the medical condition, procedure or treatnent.
13 Further, no physician or psychol ogi st who has been invol ved
14 in prior reviews of the case under appeal nay participate as
15 the sol e reviewer of a case under appeal.

16 (9) Provide a period of at |east 24 hours follow ng an
17 energency adm ssion, service, procedure or nedical supplies
18 and equi prent during which an enrollee or representative of
19 an enrollee may notify the health care insurer and request
20 approval or continuing treatnment for the condition under
21 review in the adm ssion, extension of stay, service,
22 procedure, nedical supplies and equi prment.
23 (10) Provide an appeals procedure satisfying the
24 requi renents set forth in this act.
25 (11) Disclose utilization review criteria to providers
26 upon deni al .
27 (b) Alternative practices.--Payers and provi ders may

28 establish alternative utilization review standards, practices
29 and procedures by contract that neet or exceed the requirenents
30 in subsection (a) and that are approved by the departnent.

19970H0977B1083 - 10 -



1 Section 6. Uilization review decisions and internal appeals.

2 Payers that encourage or require enrollees to obtain all or

3 designated covered services through a provider network shal

4 conformto the follow ng provisions:

5 (1) Notification of a prospective or concurrent

6 utilization review determ nation shall be comrunicated with

7 the provider of record within one business day of the receipt
8 of all information necessary to conplete the review For

9 retrospective determ nations, notice shall be given within 15
10 days.

11 (2) The utilization review entity shall maintain and

12 nmake available a witten description of the appeal procedure
13 by which the provider of record may seek review of the

14 determ nation to deny an adni ssion, service, procedure,

15 medi cal supplies and equi pnent or extension of stay.

16 (3) The internal appeals process shall be established by
17 the utilization review entity and nust include a reasonable
18 time period of not |ess than 45 days foll ow ng recei pt of the
19 witten notification of the adverse determ nation within
20 whi ch an appeal nust be filed to be considered.
21 (4) The utilization review entity shall render a
22 determ nati on of appeals of adverse determ nations no |ater
23 than 45 days fromthe date the appeal and all supporting
24 docunentation is filed.
25 (5) The utilization review entity shall provide for an
26 expedi ted appeal s process for enmergency or |ife-threatening
27 situations. Adjudication of expedited appeals shall be
28 conpleted within 48 hours of the tinme the appeal is filed.
29 (6) Conpensation to any person performng utilization
30 review activities shall not contain incentives, direct or

19970H0977B1083 - 11 -
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indirect, for that person to approve or deny coverage for
adm ssi ons, services, procedures, nedical supplies and
equi pnent or extension of stays.
(7) The utilization review entity shall maintain records
of witten appeals and their resolution and shall provide
reports to their licensing authority or as requested by the
depart nment.
(8) The departnment nmay, in response to a witten
conplaint by a provider, review the payer's adherence to the
requirenents of this act.
Section 7. External utilization review appeals.

The utilization review plan of utilization review entities or
health care insurers nust provide for independent external
adj udi cation in cases where the second | evel of appeal to
reverse an adverse determ nation is unsuccessful that adheres to
the foll owi ng provisions:

(1) The provider of record may initiate the external
appeal within 60 days of the adverse determ nation by
submtting witten notice to the utilization review entity or
heal th care insurer

(2) The utilization review entity or health care insurer
and the provider of record shall each sel ect one conpetent
arbitrator wwthin 30 days fromthe date the appeal is
initiated. The two selected arbitrators shall then select a
conpetent third arbitrator. The arbitration shall take pl ace
in the county in which the appealing party resides or
practices.

(3) At least one arbitrator shall be a |icensed
physician or, if appropriate, a psychologist, in active

clinical practice in the sane or simlar specialty as

19970H0977B1083 - 12 -
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typi cally nmanages or reconmends treatnment for the nedical
condition under review The remaining arbitrators shall al so
be licensed health care practitioners.

(4) The arbitrators shall review the informtion
considered by the health care insurer in reaching its
deci sion and any witten subm ssions of the provider of
record provided during the internal appeal process. The
decision to hold a hearing or otherw se take evi dence shal
be within the sole discretion of a mgjority of the
arbitrators.

(5) The written decision of any two arbitrators shall be
i ssued no later than 30 days after receipt of al
docunent ati on necessary to rul e upon the appeal and shall be
bi ndi ng upon each party.

(6) The arbitrators' fees and costs of the appeal shal
be paid by the nonprevailing party.

(7) Witten contracts between health care insurers and
provi ders may provide for an alternative to the external
appeal process as long as that contract or process has been
approved by the department. In such cases, a provider may
appeal to a physician committee appoi nted by the governing
body of the utilization review entity or health care insurer.
No physician serving on the commttee to review such appeal s
may be an enpl oyee of the utilization review entity or health
care insurer. The provider of record may present information
supporting his or her position either in witing or by
appearing before the conmttee in person to do so. The
alternative appeals process nust include tinme franes for
initiating appeals, receiving witten information, hol ding

heari ngs and rendering final determ nations. The conmittee's

19970H0977B1083 - 13 -



decision is the utilization review entity's health care
insurer's final determination. If the decision is unfavorable
to the provider of record or health care insurer, the

provi der of record or health care insurer nmay seek additional

1
2
3
4
5 remedi es in the appropriate court of jurisdiction, as a
6 matter of original jurisdiction pursuant to 42 Pa.C.S. § 761
7 (relating to original jurisdiction), to the extent such

8 remedi es are provided by | aw

9 Section 8. Provider credentialing.

10 Payers that encourage or require enrollees to obtain all or
11 designated covered services through a provider network shal

12 conformto the follow ng provisions:

13 (1) Payers nmust ensure that there are sufficient health
14 care practitioners and health care facilities within a

15 provi der network to provide enrollees with access to quality
16 patient care in a tinely fashion.

17 (2) Payers shall consult with practicing physicians

18 regardi ng the professional qualifications, specialty and

19 geographi c conposition of the physician panel. The payer

20 shall report the conposition of its provider network,

21 i ncluding the extent to which providers in the network are
22 accepting new enrollees fromthe insurer, to its |licensing
23 authority every two years, or in response to significant

24 changes in the provider network, or as otherw se required by
25 the licensing authority.

26 (3) A payer shall select the participating health care
27 practitioners and health care facilities for its provider

28 network through a formal credentialing process that includes
29 criteria and processes for initial selection, recredentialing
30 and term nation. The payer shall report the credentialing

19970H0977B1083 - 14 -
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criteria and processes to its licensing authority every two
years, or in response to significant changes in the criteria
and/ or processes, or as otherw se required by the |icensing
authority.

(4) A payer shall disclose to applicants and to
providers participating in its network all credentialing
criteria and processes used by the payer and approved by the
departnment or by a nationally recogni zed accrediting body.
The proceedi ngs, deliberations and records of a payer with
respect to the credentialing of health care providers,
however, shall be held in confidence and shall not be subject
to discovery or entered into evidence in any civil action
agai nst a payer to the sane degree that such deliberations,
proceedi ngs and records are protected under the act of July
20, 1974 (P.L.564, No.193), known as the Peer Review
Protection Act.

(5) A payer shall not discrinmnate against patients with
expensi ve nedi cal conditions by excluding fromits network
health care practitioners with practices that include a
substanti al nunber of such patients and consistent with other
credentialing criteria.

(6) A payer shall not exclude a health care practitioner
or health care facility fromits provider network because the
practitioner or facility has advocated on behalf of a patient
in a utilization appeal or another dispute with the plan over
t he provision of nedical care.

(7) In the event a payer renders an adverse
credentialing decision, the payer shall provide the affected
health care practitioner or health care facility with witten

notice of the decision that includes a clear explanation of

19970H0977B1083 - 15 -
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t he basis for the decision.
Section 9. Uniformdisclosure.

(a) Format.--The conm ssioner shall adopt a uniform format
for the disclosure of the terns and conditions of health
i nsurance pl ans.

(b) Contents.--The uniformformat shall include, at a
m nimum the follow ng provisions:

(1) The benefits and any and all excl usions.

(2) Any and all enrollee coinsurance, copaynents and
deducti bl es.

(3) Any and all maximum benefit [imtations.

(4) Any and all requirements or limtations regarding

t he choi ce of provider.

(5) Disclosure of any and all physician incentive plans.

(6) Enrollee satisfaction statistics.

(c) Mandatory use.--Payers shall make the information
requi red by the conm ssioner available to purchasers and
potential enrollees in the format adopted by the conm ssioner.

(d) Understandable terns.--The information shall be witten
in ternms understandable to the general public.

Section 10. Penalties.

The departnent may i npose a fine of up to but not nore than
$10, 000 for each violation of this act. In addition, the
departnment may deny, suspend, revoke or refuse to renew the
certification of a utilization review entity or health care
insurer that fails to satisfy the utilization review standards
set forth in section 5 or that otherw se violates the provisions
of this act. The utilization review entity or health care
insurer shall be entitled to notice and the right to a hearing

pursuant to 2 Pa.C.S. (relating to adm nistrative |aw and
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procedure).
Section 11. Rul ermaki ng.

The secretary and the comm ssioner are authorized to
pronmul gate regul ations to i nplenent this act.
Section 12. Severability.

The provisions of this act are severable. |If any provision of
this act or its application to any person or circunstance is
held invalid, the invalidity shall not affect other provisions
or applications of this act which can be given effect w thout
the invalid provision or application.

Section 13. Repeals.

Al'l acts and parts of acts are repeal ed insofar as they are
inconsistent with this act.
Section 14. Applicability.

This act shall apply to health care utilization review
entities or health care insurers operating under any one of the
fol | ow ng:

(1) Section 630 of the act of May 17, 1921 (P.L.682,

No. 284), known as The Insurance Conpany Law of 1921.

(2) Act of Decenber 29, 1972 (P.L.1701, No.364), known
as the Heal th Mii ntenance Organi zation Act.
(3) Act of May 18, 1976 (P.L.123, No.54), known as the

I ndi vi dual Accident and Sickness |nsurance M ni mum St andar ds

Act .

(4) 40 Pa.C.S. Ch.61 (relating to hospital plan

cor porations).

(5) 40 Pa.C.S. Ch.63 (relating to professional health
services plan corporations) except for section 6324 (relating
to rights of health service doctors).

(6) A fraternal benefit society charter
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1 (7) Any successor | aws.
2 Section 15. Effective date.

3 This act shall take effect in 120 days.
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