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I. Summary of Legislative History

On July 1, 1970, Senator Wallace F. Bennett announced his inten-
tion to offer an amendment authorizing the estabishment of Profes-
sional Standards Review Organizations (PSRO) throughout the
United States (Appendix A). In that speech Senator Bennett stated
that the legislative oversight work of the Finance Committee and its
Subcommittee on Medicare and Medicaid indicated urgent need for
development of effective professional quality and utilization control
mechanisms for the Federal health care financing programs. He noted
that the American Medical Association had requested lim to consider
introducing legislation which they had prepared designed to establish
peer review organizations throughout the country, Senator Bennett
snid that, although he agreed with the AMA that establishment of
peer review organizations was necessary, he believed that the AMA
proposal should be expanded and strengthened to assure comprehen-
siveness of review and public accountability.

In that announcement of his intent to introduce a review amend-
ment, he stated that, “I believe that physicians, properly organized
and with a proper mandate, are capable of conducting an ongoing
effective review program which would eliminate much of the present
criticism of the profession and help enhance their statute as honorable
men in an honorable vocation willing to undertake necessary and
broad responsibility for oversecing professional functions. If medicine
accepts this role and fulfills its responsibility, then the Government
would not need to devote its energies and resources to this area of
concern. Make no mistake; the direction of the House-passed Social
Security bill (H.R. 17550) is toward more—not less—review of the
need for and quality of health care. T believe my amendment would
provide the necessary means by which organized medicine could as-
sume responsibility for that review.” ,

Senator Bennett formally introduced his amendment. on August 20.
1970 (Appendix B). The Committee on Finance considered the Ben-
nett Amendment during its extensive work on H.R. 17550, the Social
Security Amendments of 1970. The legislative proposal was a.pBrove‘d
by the Committee with some modifications in QOctober, 1970. During
Senate floor debate on H.R. 17550 a motion offered on December 18,
1970 to delete the Bennett Amendment from the Committee bill failed
to carry by a vote of 18 yeas to 48 nays.

Although the Senate approved H.R. 17550, the House and Senate
were unable to confer on the bill prior to the end of the 91st Congress.

Senator Bennett reintroduced his proposal on January 25, 1972 (see
appendix B) as an amendment to H.R. 1, the Social Security Amend-
ments of 1972. v

Subsequent to further consideration, the Finance Committee an-
nounced its approval of the Bennett Amendment to H.R. 1 on March 2,

(1)



2

1072, The full Senate considered and approved H.R. 1, including the
PSRO Amendment, in Qctober, 1972.

Upon completion of Senate action on H.R. 1, a Conference was held
with the House of Representatives to resolve differences between the
House and Senate bills. The Beniett Amendment was, of course, sub-
ject to Conference consideration inasmuch as it had not been included
in the House bill. :

The House Conferees accepted the Senate PSRO Amendment after
certain changes were agreed to by the Senate Conferees. Thereafter,
the House of Representatives and the Senate approved the Conference
hill on Qctober 17, 1972, The President signed t%e bill into law on Octo-
ber 30, 1972 (Public Law 92-603).



II, Excerpts from Senate Finance Committee Report Concerning
PSRO’s

The Senate Finance Committee Report on H.R. 1, the Social Se-
curity Amendments of 1972, contained an extensive discussion of the
PSRO provision which the Committee had approved.

The Committee Report described the need for an effective profes-
sional revicw mechanism to review the quality and utilization of health
services provided through the Federal health programs, the failures of
existent utilization review mechanisms and its intent with respect to
the structure and operations of the PSRO program.

Excerpts from the Committee report appear below.

PROFESSIONAL STANDARDS REVIEW (SEC. 249F OF THE BILL)

_ According to recent estimates the costs of the medicare hospital
insurance program will overrun the estimates made in 1967, by some
$240 billion over a 25-year period. The monthly preniium costs for
part B of medicare—doctors’ bills—rose from a total of $6 monthly
per person on July 1, 1966, to $11.60 per person on July 1, 1972. Medic-
nid costs are also rising at precipitous rates.

The rapidly increasing costs of these programs are attributable to
two factors. One of these is an increase in the unit cost of services such
as physicians' visits, surgical procedures, and hospital days. H.R. 1,
as reported, contains a number of desirable provisions which the com-
mittee believes should help to moderate these unit costs.

The second factor which is responsible for the increase in the costs
of the medicare and medicaid programs is an increase in the number
of services provided to beneficiaries, The Committee on Finance has,
for several years. focused its attention on methods of assuring proper
utilization of these services. That utilization controls are particularly
important was extensively revealed in hearings conducted by the
subconimittee on medicare and medicaid. Witnesses testified that a
significant proportion of the health services provided under medicare
and medicaid are probably not medically necessary. In view of the
per diem costs of hospital and nursing facility care. and the costs of
medical and surgical procedures, the cconomic impact of this overutil-
ization becomes extremely significant. Aside from the cconomic impact
the committee is most concerned about the effect of overutilization
on the health of the aged and the poor. Unnecessary hospitalization
and unnecessary surgery are not consistent with proper health care.

REVIEW OF PRESENT UTILIZATION CONTROLS

The commiittee has found that present utilization review require-
ments and activities #- & not adequate. _

“TInder present law, utilization review by physician staff commit-
tees in hospitals and extended care facilities and claims review by
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medicare carriers and intermediaries are required. These processes
have a number of inherent defects. Review activities are not coordi-
nated between medicare and medicaid. Present processes do not pro-
vide for an integrated review of all covered institutional and noninsti-
tutional services which a beneficiary may receive, The reviews are not
based upon adequately and professionally developed norms of care.
Additionally. there is insufficient professional participation in, and
support of, claims review by carriers and intermediaries and conse-
quently there is only limited acceptance of their review activities. With
respect to the quality of care provided, only institutional services are
subject to quality control under medicare, and then only ind:rectly
through the application of conditions of participation. . . .

The drtailed information which the committee has collected and
develope.! as well as internal reports of the Social Security Adminis-
tration indicate clearly that utilization review activities have, gen-
crally speaking. been of a token nature aild ineffective as a curb to un-
necessary use of institutional care and services. Utilization review in
medicare can be characterized as more form than substance. The
present situation has been aptly described by a State medical society
in these words:

“Where hospital beds are in short supply, utilization review is fully
effective. Where there is no pressure on the hospital beds, utilization
review is less intense and often token.”

The current statute places upon the intermediary as well as the State
health agency responsibility for assuring that participating hospitals
and extended-care facilities effectively perform utilization review.

Available data indicate that in many cases intermediaries have not
been performing these functions satisfactorily despite the fact that
the Secretary may not, under the law, make agreements with an inter-.
mediary who is unwilling, or unable, to assist providers of services
with utilization review functions.

Apart from the problems experienced in connection with their deter-
minations of “reasonable” charges, the performance of the carriers
responsible for payment for physicians services under medicare has
also varied widely in terms of evaluating the medical necessity and
appropriateness of such services. Moreover, ever since medicare began,
physicians have expressed resentment that their medical determina-
tions are challenged by insurance company personnel. The committee
has concluded that the present system of assuring proper utilization
of institutional and physicians’ services is basically inadequate. The
blame must be shared between failings in the statutory requirements
and the willingness and capacity of those responsible for implementing
what is requirved by present law.

There is no question, however, that the Government has a responsi-
bility to establish mechanisms capable of assuring effective utilization
review. Its responsibility is to the millions of persons dependent upon
medicare and medieaid, to the taxpayers who bear the burden of bil-
lions of dollars in annual program costs, and to the health care system.

In light of the shortcomings outlined above, the committee believes
that the critically important. utilization review process must be restruc-
tured and 'made more effective through substantially in¢reased profes-
sional participation. '

The committee believes the review process should be based upon
the premise that only physicians are, in general, qualified to judge
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whether services ordered by other physicians are necessary. The com-
mittee is aware of increasing instances of criticism directed at the use
of insurance company personnel and Government employees in review-
ing the medical necessity of services. .

The committee generally agrees with the principles of “peer review”
enunciated in the report of the Y'resident’s Health Manpower Commis-
sion, issued in November 1967. That report. stated :

“Peer review should be performed at the local level with profes-
sional societies acting as sponsors and supervisors,

“Assurance must !l:)o provided that the evaluation groups perform
their tasks in an impartial and effective manner.

“Emphasis should be placed on assuring high quality of perform-
ance and on discovering anil preventing unsatisfactory performance.

“The more objective the quality evaluation procedures, the more
effective the review bodies can be. To enable greater objectivity, there
should be a substantial program of research to develop improved cri-
teria. for evaluation, data collection methods, and techniques of
analysis.™ ! | o

The committee has therefore included an amendment, as it did in
H.R. 17750, which aunthorizes the establisliment of independent pro-
fessional standards review organizations (PSRO’s) by means of which
practicing physicians woiild assume res ponsibility for reviewing the
appropriateness and quality of the services provided under medicare
and meédicaid.

THE COMMITTEE PROVISION

The committee has provided for a review mechanism through which
practicing physicians can assume full responsibility for reviewing the
utilization of services. The committee's review mechanism at the same
time contains nttmerous safeguards intended to fully protect the public
interest.

The comntittee provision would establish broadly based review or-
ganizations with responsibility for the review of both institutional
and outpatient services, as opposed to the present fragmented review
responsibilities,

The new review organizations would be large enough to take full
advantage of rapidly evolving coniputer technology, and to minimize
the inherent. conflicts of interest which have been partially responsible
for the failure of the smaller institutionally based review organiza-
tions. The review process wouild be made more sophisticated t wrough
the use of professionally developed regional normis of diagnosis and
care as guidelines for review activities, as opposed to the present usage
of arbitrarily deterniined checkpoints. The present review process,
without such norms, becomes a long series of episodic case-by-case
analyses on a subjective basis which fail to take into account in a
systematic fashion the experience gained through past reviews or to
sufficiently emphasize general findings about the pattern of care pro-
vided. The comniittee believes that the gonls of the review process can
be better achieved through the use of norms which reflect prior review
experience,

The committee’s bill provides specifically for the establishment of
independent. professional stmldm'(]ls review organizations (PSRO’s)

! Repott of the Health Manpower Commission, November 1967, p. 48.
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formed by organizations representing substantial numbers of practic-
ing physicians in local areas to assume responsibility for the review of
service, (but not pnyments) provided through the medicare and medi-
cnid programs,

Recognizing the problem, on their own, a number of medical socie-
ties and other health care organizations have already sponsored simi-
lar types of mechanisms for purposes of underta{;ing unified and
coordinated review of the total range of health care provided pa-
tients. Addlitionnl medical societies are proceeding to set up such
organizations.

In reaffirming its conviction that the establishment of PSRO’s
should result in important improvements to the medicare and medi-
caid Frograms, the committee has taken particular note of the progress
which has been made by a number of prototype review organizations
acress the country. Experience by these organizations has provided
the commiittee with convincing evidence that peer review can—and
should—be implemented on an operational, rather than merely an
experimental basis.

The committee expects that in developing the policies and regula-
tions implementing the PSRO provision, the Secretary will seek the
advice and counsel of physicians and administrators connected with
existing successful review organizations.

However, in most parts of the country, new organizations would
need to be developed.

The commiittee wouild stress that physicians—preferably through or-
ganizations sponsored by their local associations—should assume re-
sponsibility for the professional review activities, Medicirie, as a pro-
fession, should accept the task of advising the individual physician
where his pattern of practice indicates that he is overutilizing hospital
or nursing home services, overtreating his patients, or performing un-
necessary surgery. .

It is preferable and appropriate that organizations of professionals
undertake review of members of their profession rather than for Gov-
ernmeiit to assume that role. The inquiry of the commiittee into medi-
care and medicaid indicates that Government is ill equipped to assure
adequate utilization review. Indeed, in the comniittee’s opinion, Gov-
ernment should not have to review medical determinations unless the
medical profession evidences an unwillingness to properly assume the
task.

But. the committee does not intend any abdication of public respon-
sibility or accotintability in recommending the professional standards
review organizations approach. While persuaded that comprehensive
review through a unified mechanism is neccssary and that it should
be done through usage, wherever possible and wherever feasible, of
medical organizations, the committee would not preclude other ar-
rangements beinig made by the Secretary where medical organizations
are unwilling or unable to assume the required wofk or where such
organizations fiinction not as an effective professional effort to assure
proper utilization and quality of care but rather as a token buffer de-
signed to create an illusion of professional concern. . . . .

Priority in designation as a PSRO woiild be given to organizations
established at local levels representing substantial numbers of practic-
ing physicians who are willing and believed capable of progressively
assuming responsibility for overall continiiing review of institutional
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and outpatient care and services. Local sponsorship and operation
should help engender confidence in the familiarity of the review group
with norms of medieal practice in the area as well as in their knowl-
edge of available health care resources and facilities. Furthermore, to
the extent that review is employed today, it is usually at the local level.
To be approved, a PSRO applicant must provide for the broadest
possible involvement, as reviewers on a rotating basis, of physicians
engaged in all types of g)ractice in an area such as solo, group, hospital,
medical school, and so forth.

Participation in PSRO would be voluntary and open to every physi-
cian in the area. Existing organizations of physicians should ge en-
couraged to take the lead in urging all their members to participate
and no physician could be barred from participation because he 1s or
is not a member of any organized medical group or be required to join
any such group or pay dues or their equivalent for the in'ivilege of
becoming a member or officer of any PSRO nor should there be any
discrimination in assignments to perform PSRO duties based on mem-
bership or nonmembership in any such organized group of physicians.

Physician organizations or groupings would be complétely free to
undertake or to decline assumption of the responsibilities of organiz-
ing a PSRO. If they decline, the Secretary would be empowered to
seek alternative applicants from among other medical organizations,
State and local health departments, medical schools, and failing all
else, carriers and intermediaries or other health insurers. In no case,
however, could any organization be designated as a PSRO which did
not have professional medical competence. And, in no case could any
final adverse determinations by a gSRO with respect to the conduct
or provision of care by a physician be made by anyone except another
qualified physician. . . .

The PgRO’s responsibilities are confined to evaluating the appro-
priateness of medical determinations so that medicare and medicaid
payments will be made only for medically necessary services which
are provided in accordance with professional standards of care.

Where advance approval by the review organizations for institu-
tional admission was required and provision of the services was ap-
roved by the PSRO, or where and to the extent the PSRO accepted
‘in-house” review, such approval woud provide the basis for a pre-
sumption of medical necessity for purposes of medicare and medicaid
benefit payments. However, advance approval of institutional ad-
mission would not preclude a retroactive finding that ancillary serv-
ices (not speciﬁcaﬁy approved in advance) provided during the
covered stay were excessive,

The PSRO, where it has not accepted in-house review in a given
hospital as a(iequate, would be responsible for reviewing attendin
physicians’ certifications of need for continued hospital care beyon
professionally determined regional norms directly related to patients’
age and diagnoses, using criteria such as the types of data developed
by the Commission on Professional and Hospital Activities, which is
sponsored by the American Hospital Association, the American Col-
lege of Physicians, and the American College of Surgeons. It is
expected that such certification would generally be required not later
than the point where 50 percent of patients with similar diagnoses and
in the same age groups have usually been discharged. However, it is
recognized that there are situations in which such stays for certain
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diagnoses may be quite short in duration, In such situations the PSRO
might decide against requiring certification at or before the expiration
of the period of usual lengths of stay on the grounds that the certii-
cation would be unproductice; for example, when ihe usual duration
of stay is two days or less. Certification on the first day of stay might
yield no significant advantage in the review process, ‘This profession-
ally determined time of certification of need for continued care is
n logical checkpoint for the attending physician and is not to be con-
strued as a barrier to further necessary hospital care. Neither should
the use of norms as checkpoints, nor any other activity of the PSRO,
be used to stifle innovative medical practice or procedures. The intent
is not conformism in medical practice—the objective is reasonableness.

PSRO disapproval of the medical necessity for continued hospital
care beyond the norm for that diagnosis will not mean that the phy- -
sician must discharge his patient, The physician’s authority to decide
the date of discharge as well as whether his patient should be admitted
in the first place cannot be and are not taken from him by the PSRO.
The review responsibility of the PSRO is to determine whether the
care should be paid for by medicare and medicaid. By making this
determination in advance, the patient, the institution, and the phy-
sician will all be forewarned of the desirability of making alternative
plans for providing care or financing the care being contemplated.

Similarly, as feasible, out-of-institution norms would be developed
and utilized based upon patterns of actual and proper practice by
physicians. Such norms are available in many areas to an extent today.
It is recognized that continuing efforts will need to be made to im-
prove the scope and comprehensiveness of such norms,

Employees of the PSRO would be selected by the organizations and
would not be Government employees, Where the Federal Government
has paid for or supplied neressary equipment to the review organiza-
tions, title to such property would remain with the Government.

A PSRO agreement would include provision for orderly transfer
of medicare and medicaid records, data and other materials developed
during the trial period to the Secretary or such successor organiza-
tion as he might designate in the event of termination of the initial
agreement. Such transfer would involve only those records pertinent
to medicare and medicaid patients and would be made solely for pur-
. poses of permitting orderly continuity of review activities by a suc-
cessor PSRO.

Properly established and properly implemented throughout the
Nation, professional standards review mechanisms can help relieve
the treméndous strain which soaring health costs are placing upon
the entire population. Emphasis, wherever possible, upon the provi-
sion of necessary care on an outpatient rather than inpatient basis
could operate to reduce need for new construction of costly hospital
facilities, Hospital bed need would be further reduced by reductions
in lengths of hospital stay and avoidance of admission for unnecessary
or avoidable hospitalization. }

To be effective, the PSRO provisions will require full and forth-
right implementation, Equivocation, hesitance, and half-hearted com-
plhiance will negate the intended results from delegation, with ap-
propriate public interest safeguards, of primary responsibility for
professional review to nongovernmental physicians.



III. Current Status of Implementation of the PSRO Program

The Secretary of Health, Education, and Welfare assigned primary
responsibility for implementation of the PSRO Program to the Assist-
ant Secretary for Health who in turn established an Office of Pro-
fessional Standards Review. Additional PSRO administrative func-
tions are performed by the Bureau of Quality Assurance in the Health
Services Administration and the Bureau of Health Insurance in the
Social Security Administration.

The National Professional Standards Review Council, to be com-
posed of non-Federal physicians of “recognized standing and distinc-
tion in the review of medical care,” as called for in the legislation, was
appointed on June 1, 1973. Initial members of the Council included the
following:

Clement R. Brown, M.D., Director, Medical Education, Mercy
Hospital and Medical Center, Chicago, Illinois

Ruth M. Covell, M.D., Assistant to the Dean, School of Medi-
cine, University of California at San Diego, La Jolla, California

Merlin K. DuVal, M.D., Vice President for Health Sciences,
University of Arizona, Tucson, Arizona

Thomas J. Greene, M.D., Surgeon, Detroit, Michigan

Robert J. Haggerty, M.D., Professor of Pediatrics, University
({f Rl:)chester, School of Medicine and Dentistry, Rochester, New

or

Donald C. Harrington, M.D., Obstetrician-Gynecologist and
Medical Director, San Joaquin Foundation for Medical Care,
Stockton, Califcrnia

Robert B. Hunter, M.D., Family Physician, Sedro Woolley,
Washington

Alan R. Nelson, M.D., Internist, Salt Lake City, Utah

Raymond J. Saloom, D.O., Osteopathic Physician, Harrisville,
Pennsylvania )

Ernest W. Saward, M.D., Professor of Socia! Medicine, Uni-
“versity of Rochester School of Medicine and Dentistry, Rochester,
New York* )

William C. Scrivner, M.D., Obstetrician, Gynecologist, Belle-

ville, Illinois

The duties of the Council are to:

“(1) advise the Secretary in the adniinistration of this part;

“(2) provide for the development and distribution, among
Statewide Professional Stanidards Review Councils and Profes-
sional Standards Review Organizations of information and data
which will assist such review councils and organizations in carry-
ing out their duties and functions;

¢Chairman.

9)
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“(3) review the operations of Statewide Professional Stand-
ards Review Councils and Professional Standards Review Orga-
nizations with a view to determiniiig the effectiveness and com-
parative performance of such review cowncils and organizations
n carrying out the purposes of this part; and

“(4) make or arrange for the masting of studies and investiga-
tions with a view to developing and recommeriding to the Secre-
tary and to the Congress measures designed more effectively to
accomplish the purposes and objectives of this part.”

The PSRO Statute required designation of PSRO areas throughout
the United States not later than December 31, 1973. Proposed areas
were annowheed on December 20, 1973, with final designations made by
the Seeretary in March 1974

Following final designation of areas the Department announced its
‘intention to begin support of appropriate physician-sponsored organi-
zations interested in developing or establishing PSRO’s in each area.
The Department announced that qualified groups of physicians may
seek designation as conditional PSRO’s or, alternatively. may request
support from HEW for the pttrpose of conducting planning activities
toward establishment of conditional PSRQO’s. The Department also an-
nounced that it would fund qualified Statewide organizations of physi-
cinns desirous and capable of serving as PSRO technical and admin-
istrative resource centers.

Finally, the Department annouficed that funds would be available
to medical specialty societies for the purpose of developing suggested
norms, criteria and standards for various diagnoses which might as-
sist local PSRO’s in the development of review plans and activities.
Loeal PSRO's are at liberty to adopt. adapt or reject such reconimen-
dations. This function is assigned under Section 1163 (e) (2) to the Na-
tional Professional Standards Review Couneil.
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IV. Physician-Sponsored Organizations Seeking To Participate

in the PSRO Program

Following are local physicians’ organizations, statewide physicians’
organizations and medical specialty societies which as of May 1, 1974,
have applied for designation as conditional PSRO's or Statewide re-
source centers, or to apply for funds to plan the establishment of con-
ditional PSRO's or funds to develop nortns, criteria or standards.

TOTAL PROPOSALS RECEIVED

—_— N WD

HEW region ! Planning Conditional Support center
SRR 12 2
| 17 0
. 18 1
v 12 2
Vo 17 1 3
VI . 1 1 1
VII. .. 6 0 1
VI . 1 4 0
IX . 15 2 1
D, G 5 1 0
Total . ______. 104 14 13

b

! Regional offices: region I, Boston, Mass.; region II, New York, N.Y.; region
11, Philadelphia, Pa.; region 1V, Atlanta, Ga.; region YV, Chicago, Ill.; region VI,
I)ailas, Tex.; region VII, Kansas City, Mo.; region VIII, Denver, Colo.; region IX,

San Francisco, Calif.; and region X, Seattle, Wash,

(1n



PSRO arca number State Name of applicant organization Type of application

REGION I
) Massachusetts._ ... _. Hecalth Care Foundation for Western Massachu-  Planning.
setts.
do. .. .. ._.... Central Massachusetts Health Care Foundation_ . Do.
) 6 0 O doo ... ... Charles River Health Care Foundation_ ________ Do.
5§ 5 U do_ ... doo oo e Conditional.
IV .. do. ... Bay State PSRO, Inc__. ... _____ ... ___._.__. Do.
Vo eee——a doo . .._. Southeastern Massachusetts PSR_________._____ Planning.
State =f Maine._ _____ Muaine_ . ________... Thlz;,yia{roﬁospital (Pine Tree Organization for Do.
SRO).
State of Vermont_ ... Vermont__________. Health Care Foundation of Vermont, Inc________ Do.
State of Rhode Island Rhode Island. .. __._. Rhode Island PSRO, Inc..._ ... ... ._..... Do.
State of New New Hampshire_____ New Hampshire Foundation for Medical Care___ Do.
Hampshire.
Connecticut. . .. ._._ PSRO of Fairfield County, Inc..._.______.___. Do.
Il ... do. .. _._._.. Connecticut Area II PSRO, Inc_____._____._._ Do.
| 0 5 do. ... Hartford County PSRO, Inc_ .. ... .__.__._. Do.
IV o e doo .. ___.__._.. Eastern Connecticut PSRO, Inc.... . ... ... .. Do.
State of Connecticut_ . ___. do_ .. __..._.. Connecticut Medical Institute_ - . ___._ . _.__.__. SupBort center.
State of Massachusetts. . _.__. Commonwealth Institute of Medicine._____.___ o.

Massachusetts.

(44
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REGION II
State of Puerto Rico. Puerto Rico.._..__.. Foundation for Medical Care of Puerto Rico....
) New Jersey.__.__.____ Area I—PSRO Region II_ ______.____________
) I doo o ______ Passaic Valley PSRO. . ... ___________
IV . do-_ . ________ Essex Physician Review Organization, Inc......
) U New York.____.____ Erie Region PSRO, Inc__.___________________
) S doco oo Genessee Region PSRO, Inc__________________
) ) § ORI doec e PSRO of Central New York, Inc.__.___._______
IV o oC do.______._._._ Fi\lr)g-gounty Organization for Medical Care and
V e do-— oo Adirondack Professional Standards Review Or-
ganization.
IX e s 0 Y Area 9 PSRO of New York, Inc_..._.__..__.__.
D G doo ... Professional Standards Review Organization of
Rockland.
D, § S doo oo New York County Health Services Review
Organization.
D. € § F do ... Richmond County, New York PSRO, Inc...__.
XTI s do-__________.__ Kings County Health Care Review Organization_
XIV o el do_ .. ___.._. Medical Society of County of Queens. . ._______
XV o e dooo__.__._.__ Nassau Physicians’ Review Organization_______
XVI . e do oo Bronx Medical Services Foundation, Inc.. . ____.
State of New York._______ do.o ... Medical Society of New York State_ . ____._____
State of New Jersey.. New Jersey_.._..... New Jersey Foundation for Health Care Evalu-

ation.

Planning.
o.

eI



PSRO area number State Name of applicant organization Type of application
REGION III

State of Delaware.__. Delaware ........... Delaware Foundation for Medical Care_ . .._._._ Planning.

.................. Virginia__..._.._._.__. Northern Virginia Foundation for Medical Care_ Do.
District of Columbia. District of Columbia. National Capital Medical Foundation, Inc_...._ Do.
St%te of West West Virginia_ . ___. West Virginia Medical Institute, Inc___________ Do.

irginia.
) Pennsylvania______._ Central Pennsylvania Area II PSRO__._._..___. Do.
IV . e doee . Eaistem Pennsylvania Health Care Foundation, Do.
nc
VI - don .. Alle%::en) PSRO. . s Do.
VI ... do. oL Southwestern Pennsylvania PSRO.________._.___ Do.
VIII ... do. ... PSRO Area VIII Steering Committee_._ .. _._.._ Do.
) . G do.. . o..... South Central Pennsylvania PSRO.___________ Do.
D € S do. .. Montgomery/Bucks PSRO. _ ... ___._____.__. Do.
D€ 5 do_ ... ._._.. PSRO Area XI1I Executive Committee.. . __.___._ Do.
) ) Maryland. . ____.__._.. Baltimore City Professional Review Org., Inc... Do.
) § § do.. . __.... Montgomery County, Md. Medical Care Foun- Do.
dation, Inc.
IV . do.. ... PnInce George s Foundation for Medlcal Care, Do.
nc .

IV e do.o ... Prince George’s Foundation. _ ____. _____._____ Conditional.
Vo e do. . ... Central Maryland PSRO, Inc_.__________.____ Plauning.
VI oo do_ ... Southern Maryland PSRO_.. ... .11l Do.
72 8 S doo oo .. Delmarva Foundation for Medical Care__.___.._ Do.
State of Maryland_._.____ do .. ... Maryland Foundation for Health Care, Inc..... Support center.
State of Virginia.____ Virginia Medical Society of Virginia________.__._._.___ Do.

1



REGION 1V
) I Tennessee. .. _._.... Shelby County Foundation for Medical Care_... Planning.
| 8 SIS do-_ . _____._ Tennessee Foundation for Medical Care, Inc.___. Conditional.
0 0 Florida.._._.._____. Jacksonville Area PSRO_._._____________ e Planning.
IV . . do- oo ____ Pinellas County PSR, Inc_ .. ... . ___________ Do.
VI ... do. . Brevolco PSRO, Inc. - _ o _____ Do.
XII. ... do o ___._ Dade-Monroe PSRO, Inc.. ... _______ Do.
State of Alabama____ Alabama___________ Alabama Medical Review, Inc__ ... ___________ Do.
State of Georgia____. Georgia._ . _._._.___ PSRO of Georgi®- - o oo oo oo Do.
State of Kentucky._._ Kentucky. _ __..._.. Kentucky Peer Review Organization, Inc_...._. Do.
St%:te o]f. South South Carolina....__._ South Carolina Medical Care Foundation._.___. Do.
arolina.
I, \IIII’I%I‘I’ IV,V,VI, North Caroiina...._._ Old North State PSRO______________________ Do.
) do- ... Piedmont Medical Foundation, Inc_________.___ Do.
VIl ... do_ ... North Carolina Area VII Peer Review Corp._ ... Do.
State of Mississippi.. Mississippi._....... Mississié;pi Foundation for Medical Care, Inc... Conditional.
State of North North Carolina______ North Carolina Medical Peer Review Founda- Support center.
Carolina. tion, Inc.
REGION V

__________________ Wisconsin. __.__.__. Wisconsin Professional Review Organization__._ Planning.

) (R doe o (The Foundation for Medical Care Evaluation Jo.
of Southeastern Wisconsin, Inc.).

| 8 S Minnesota..._.._.._. Foundation for Health Care Evaluation._____._ Conditional.
Y. do._ . _.__.__.__. Southern Minnesota PSRO__________________. Planning.
5 8 R Illinois. .. ______. Chicago Foundation for Medical Cure___._____._ Do.
IV e do_ ... Quad River Foundation for Medical Care. ____. Do.

) Indiana_ . _________. Calumet Professional Review Organization._ . ___ Do.

4|
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PSRO arca number State Name of applicant organization Type of application

REGION V—Continued

/2 doo oo .. The Marion County Medical Society.__.._.___.__ Do.
) Michigan___________ U%)er Peninsula Medical Society Executive Do.
omimittee.
Ve do. ... _.___ Genessee Medical Corp- - .. _____________ Do.
VIIL Y ... do. . ____ Detroit Medical Foundation_ ______________.___ Do.
VIII ... do__ . ._.____. Federation of Physicians in Southeastern Mich- Do.
igan.
) Ohio. ... Medco Peer Review, Inc_ _ - o oo oo aao Do.
I do. . _..__.__..__ Western Ohio Foundation for Medical Care_____ Do.
IV - do.o o ____. The Academy of Medicine of Toledo and Lucas Do.
County.
VI .- do.- .. __ Region Six Peer Review Corp____ . __.__________ Do.
D G doo oo Acédemy of Medicine of Columbus and Franklin Do.
ounty.
;@ I I do. o ______. Physiciar)x’s’ Peer Review Organization___._______ Do.
State of Ohio_______._ Ohio_. ... __.___._ Medical Advances Institute_ ... ______.__._____ Support center.
State of Michigan.__.. Michigan._.__._______ Michigan State Medical Society_ . ___________ Do.

State of Indiana_____ Indiana_ .. _________ Indiana Physizians Support Agency__ . ______.__ Do.
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REGION VI

AND VII

State of Arkansas____ Arkansas_._________ Arkansas Foundation for Medical Care_________ Planning.
State of Jowa_ . _____ Iowa. .. _..___ Iowa Foundation for Medical Care_ _ _ . _______._ Do.
State of Kansas____._ Kansas________.___. Kansas Foundation for Medical Care_ _ _ ______._ Do.

) Missouri_________..._ Northwest Missouri PSRO Foundation.._______._ Do.

) § SR do_ .. Mid-Missouri Foundation._ - _ - ______________._ Do.

) 5 8 SR do o . Central Eastern Missouri Professional Review Deo.

Organization Committee.
Vo e doo .. Southeast Missouri Foundation for Medical Care - Do.
. State of New Mexico. New Mexico._.._._.__ New Mexico Standards Review Organization__. Conditional.

State of Missouri.___ Missouri___________ Health Care Foundation of Missouri.__.___.____ Support center.
State of Louisiana___. Louislana___________ Southeastern-Southwestern PSRO Statewide Do.

: Support Center.
REGION VIII

Sta],)te l:)f South South Dakota.______ South Dakota Foundation for Medical Care____ Planning.

akota.

State of Colorado..._ Colorado_ _____.__.___ Colorado Foundation for Medical Care_________ Conditional.

State of Montana____ Montana._._________. Montana Foundation for Medical Care________. Do.

State of Utah_______ Utah__________._.. Utah Professional Review Organization_ _______ Do.

State of Wyoming__._. Wyoming._._._.______ Wyoming Health Services, Co-_.__.____________ Do.
REGION IX

State of Nevada_____ Nevada . ___________ Nevada PSRO. . . ... Planning.

State of Hawali_____._ Hawail___.____.__.___._ Hawaii Foundation for Medical Care_ __ _._____._ Do.

) § SR Arizona_ __________._ Pima Foundation for Medical Care, Inc.______._ Do.

) California_ . . _______ Redwood Coast Region PSRO_______________._ Do.

IIT . do____________._ Marin Foundation for Medical Care, Inc_.___.. Do.

Ll



PSRO area number State Name of applicant organization Type of application
IV e do. .. _.._.._. Medical Care Foundation of Sacramento. _____. Conditional.
V o e do. .o ._._.. San Francisco Medical Society Health Plan, Inc Planning.
VI - do____.______. San Mateo County Medical Society ... .._..._.. Do.
VIII. ... do.. ... _._.._.. San Joaquin Area PSRO_ __________.________. Conditional.
IX . do. . __.__.___. Fogndation for Medical Care of Santa Clara Planning.
ounty.
D, G do.o oL Stanislatf; Foundation for Medical Care___.___.. Do.
D, € § (R do.. . __...._. Monterey Bay Area PSRO_ .. __ .. __..___._._... Do.
XIV. ... S, do._ ... ..._.. Kern County Medical Society_._._.__._____._.__. Do.
XVI. . doo ... Organization for Professional Standards Review Do.
of Santa Barbara.
XVII ... doo oo, Ventura Area PSRO, Inc_ ... __._.__.__ Do.
XXIV. o do . ... _...... East Central Los Angeles PSRO_ .. _____.____._. Do.
XXVII. .. do_ .. ____.__. Riverside County. . _ _ .. _ . _ . ____._._.. Planning.
State of California___._____ doo oo oo.-. United Foundations for Medical Care.._.__.___. Support center.
REGION X
) Oregon.____________. Multnomah Foundation for Medical Care. . _._. Planning.
) U doo ... o . T Conditional.
8 do__._.__.__.._._. Greater Oregon PSRO_ . ___ . _______________.. Planning.
State of Washington_. Washington________ Washington State Medical Association. . _______ Do.
State of Idaho.._.__. Idaho_ . . __._.__. Idaho Foundation for Medical Care Inc__.____.._ Do.
State of Alaska______ Alaska_._________.__. Alaska Professional Review Organization_.__._. Do.

! Denotes 2 proposals from the same PSRO area.
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V. Response of Senator Wallace Bennett to AMA Allegations
Concerning the PSRO Program

On April 2, 1974 Senator Bennett responded, on the Senate floor,
to the allegations contained in the material which the AMA had issued
on the “deleterious effects of PSRO.”

. The speech prepared hy the AMA had contained five general allega-
tions concerning the PSRO program which Senator Bennett addressed
in his speech.

Excerpts from Senator Bennett’s speech follow:

[From the Congressional Record, Apr. 2, 1974)
] * * * L * *

I will try to respond to the prﬂici al allegations which have been
raised by advocates of PSRO repeal. Before doing so, it might be help-
ful to note that all of the review activities which a PSROQ is expected
to undertake were generally authorized under the Social Security Act
prior to the PSRO legislation. Our motive in enacting PSRO was to
give practicin%) physicians priority in undertaking this activity rather
than utilizing bureaucrats and insurance company personnel to review
care provided under the $25 billion medicare and medicaid programs.

Mr. President, I now propose to lay the AMA’s “devil” to rest. I
trust that the Senate will bear with me during the course of my exten-
sive response to the anti-PSRO allegations. A substantial amount of
time and effort was devoted to the preparation of detailed and specific
answers, It is my hope that Members of the Senate and others will find
these remarks helpful in placing a vitally necessary and significant
statute in proper perspective.

ALLEGATION

“A law of such conse(ulence should have been written with a propor-
tionate amount of forethought. But the forethought was meager. It is
t?e ]a,x’v itself that was a creature of impulse—as its background makes
clear.

ANSWER

The professional standards review legislation was the product of
years o¥ effort representing the input and testimony of many individ-
uals and organizations. Its genesis was the American Medical Associa-
tion’s own PRQ proposal which they asked me to consider introducing
in early 1970. )
In fact, this amendment was before the public from July 1970,
when I first announced my intention to introduce the legislation, to
October of 1972 when it became law. It was the subject of extensive
public testimony in hearings before the Finance Comniittee in 1970
and 1971—including testimony from the American Medical Associa-

(19)
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tion, the Council of Medical Staffs and the American Association of
Physicians and Surgeons—and it was also testified to during the
course of overall health insurance hearings before the House Ways
and Means Committee in 1971. It was formally before the Commit-
tee on Ways and Means in the form of H.R. 7182, o bill “to amend
the Social Security Act to provide for the establishment of Profes-
sional Standards Review Organizations.” That bill, in many respects
similar, and in others identical to mine, was sponsored by Congress-
men DevINg and Betts, Mr. Betts was a member of the Committee on
Ways and Means, It was passed twice by the Finance Committee as
an amendment to appropriate social security-medicare bills, twice by
the full Senate—including Senate rejection by a vote of 18 to 48 of a
specific amendment by Senator Curtis of Nebraska to delete the PSRO
provision—and it was considered and approved by a conference com-
mittee of both Houses and finally signed by the President into law
was Public Law 92-603 on October 30, 1972.

In addition, the amendment was subject to much discussion in the
health care field. It might be an interesting exercise to total up the
column inches, in the AMA News—the weekly newspaper of the
Asz%—which were devoted to PSRO from August of 1970 to October
of 1972. ’

The AMA’s own “Medical Backgrounder” on PSRO’s legislative
history contains the following statements:

“Senator Wallace Bennett of Utah used the AMA concept as a base
and developed the PSRO Program. A basic difference between the
AMA and Bennett approaches was that under PSRO, a State medi-
cal society could not be the reviewing agency. Rather, a new organiza-
tion must be created.”

“AMA had other objections: The requirement for advance approval
of admissions to hospitals for elective surgery, national ‘norms’ of
health care, monetary fine for violations of certain provisions and
Government ownership of the records of patients and physicians. T'he
Senate Finance Committee modified PSR0O in each of these areas to
at least some degree.” (Emphasis supplied.)

Mr. President, the AMA’s own words leave very little to the imagi-
nation. Basically, what they wanted they could not have—the formal
and legal vesting of PSRO responsibilities with State medical so-
cieties. That would have been highly inappropriate in a public pro-
gram utilizing public trust funds.

ALLEGATION

The law requires development and application of “norms of care”
which would lead to “cookbook medicine.”

ANSWER

Here is another area where private health insurers and the medicare
and medicaid administrators had been applying their own criteria of
care—almost always retrospectively—in determining whether to ap-
})rqve or disapprove a claim for payment. In contrast, the PSRO
egislation seeks to substitute professionally developed norms and
parameters of care which are the product of the work of practicing
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dhysicians in the area, It seems a far more acceptable approach to
nve the commuriity of physicians in an area determine these factors
than for them to be the province of an anonymous insurance company
or Government bureaucracy. Further, virtually all of these parameters
will be known to the community of doctors—who have developed and
approved them. The effect of this should be to virtually end the retro-
active deninls of payment under medicare and medicaid.

The statute does not speak to a single norm or way of treatment
as the definitive and only type for which payment will be made.
Rather, it refers to the “range of norms” acceptable to the PSRO for
a given diagnosis. Section 1156 (b) states:

Such norms with respect to treatment of particular ilinesses or health condl-
tions shall include (in accordance with regulations of the Secretary)—(1) the
types and extent of the health care gervices which, taking into account differing
but acceptable modes of treatment and methods of orjanizing and delivering care
are considered within the range of appropriate diagnosis and treatment of such
flincss or health condition, consistent with professionally rccognized and ac-
cepted patterns of care. (Emphasis supplied)

This acceptable range may well include patterns of care which serve
to decrease the concern with and incidence of “defensive medicine.”
Further, and of sgreat importance, is the fact that these norms and
parameters are only checkpoints—developed by the practitioners them-
selves—related to age nng diagnosis which simply serve to establish
reasonable points at which the attending doctor should indicate the
need for continued care or service or why certain services were not pro-
vided. Assuming the PSRO apc[‘)roves care beyond these checkpoints, it
would be paid gy medicare and medicaid without each case being sec-
ond-guessed by carriers, intermediaries, or State agencies. This would
replace the use of arbitrary 7th day, 12th, or 18th day kind of review
unrelated to age or diagnosis which has obtained in the programs here-
tofore. It allows a physician to explain to another practicing physi-
cian—rather than those same carriers or intermediaries—why his pa-
tient needs certain care and treatment.

The alternative to appropriate professionally developed checkpoints
in determining reasonableness for payment with public funds is to
have no reference points, which obviously is an untenable position.
The PSRO manual, just released, has two sections which put this all
in perspective:

In each of its review activities the PSRO will use norms, criteria, and stand-
ards which are useful in identifying possible instances of misutilization of health
care services or of the delivery of care of substandard quality. The PSRO {s re-
sponsibdle for the initial development and on-going modification of the criteria and
standards and the selection of the norms to be used in e area. While PSRO's
will structure themselves in many ways to perform these duties, the overall re-
sponsibility for the development, modification and content of norms, criteria and
standards rests with the PSRO. (Emphasis supplied)

Norms, criteria, and standards should be used in each type of PSRO review.
They should, at least, be used for the initial screening of cases to select those
cases requiring more in-depth review. In-depth review should be performed by
pecrs using a combination of morc dctailed norms, criterie. and standards and

an assessment of a patient’s individual clinical and social situation and the re-
sources of the institutfon in which care is provided. (Emphasis supplied)

And as the Finance Committee stated in its report on PSRO:

Neither should the use of norms as checkpoints nor any other activity of the
PSRO, be used to stifie innovative medical practices or procedures, The intent is
not conformism in medical practice—the objective is reasonableness.

32-768 O - 14 - 4



et

22

Resolution 56 approving the development of PSRO norms was
adopted by the American Medical Association at its Clinical Conven-
tion in 1972, That resolution is as follows:

No. 56 SPECIFICATIONS FOR DEVELOPMENT OF NORMS FOB CARE,
DIAGNOBES, AND TREATMENT

HOUBE ACTION: ADOPTED

Resolved, That the American Medical Association supports the development of
“norms” for medical care as stated in Public Law 92-603 calling for the estab-
lishment of “professionally developed norms of care, diagnoses and treatment,
based upon typical patterns of practice in its regions,” provided such “norms":

1. Have a content which:

a. Recognizes the separate concern for cost and quality.

b. Recognizes that medical care often deals with patient problems rather
than specific diagnoses.

c. Recognizes the frequent occurrence of multiple problems in a single patient.

d. Recognizes the uniqueness of individual patients.

e, Recognizes the fact of regional variations in medical care patterns, e.g.,
differences in availability of facilities and services.

Have a structure which:
. Is developed by organized medicine.
. Has major input from national and reglonal specialty socleties.
Is acceptable to the practicing physician at the regional level.
Are applied soasto:
. Be useful for assessment of professional performance.
Recognize deficiencies in medical care in order to identify appropriate areas
for continuing education.

c. Assure continuing evaluation and amendment of the “norms" by the medical
profession.

oo

Tmwn

The AMA's resolution is completely in agreement with the language
and intent of the PSRO statute and report.

ALLEGATION

The PSRO program would violate confidentiality of patient
records.

ANSWER

Private health insurers, such as Blue Cross-Blue Shield, have been
reviewing medical records for many years—long before PSRO and
long before medicare. Granted that review has not always been done
discretely nor confidentially. The PSRO legislation, however, in con-
trast, has specific statutory safeguards designed to safeguard patient
identity and confidentiality. First, section 1155(a)(4) states that
each PSRO shall utilize—

... to the greatest extent practicable in such patient profiles, methods of coding
which will provide maximum confidentiality as to patient identity and assure
objective evaluation.

Second, section 1166 is entitled “Prohibition Against Disclosure of
Information,” and reads as follows:

(a) Any data or information acquired by any Professional Standards Review
Organization, in the exercise of its duties and functions, shall de held in confl-
dence and shall not be disclosed to any person except (1) to the extent that
may be necessary to carry out the purposes of this part, or (2) in such cases
and under such circumstances as the Secretary shall by regulations provide to
assure adequate protectlon of the rights and interests of patients, health care
practitioners or providers of health care,
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(b) It shall be unlawful for any person to disclose any such information other
than for such purposes, and any person violating the provisions of this section
shall, upon conviction, be fined not more than $1,000, and imprisoned for not
more than six months, or both, together with the costs of prosecution. (Emphasis
supplied)

PSRO was developed building upon the PRO proposal of the Amer-
ican Medical Association. The AMA’s legislative proposal did not con-
tai;l any specific provisions directed toward safeguarding confiden-
tiality.

The PSRO statute—section 1155(a) (1) and section 1155(b)(3)
specifically limit review activities and access to records to Social Se-
curity Act health care programs—namely, medicare and medicaid.

The provision authorizing access to medicare or medicaid patient
records in a physician’s office is a residual authority intended to be
exercised only in highly unusual or exceptional situations—certainly
not routinely. For example, a PSRO may have reason to believe that
in a given case, substantial discrepancies may exist between the serv-
ices Indicated as provided on a claims form and those actually pro-
vided. It is my understanding that the Office of Professional
Standards Review in Health, Egucation, and Welfare is developing
oxtensive guidelines on the maintenance of confidentiality, including
material spelling out the intent that this access to records in an office
is limited to higﬁly unusual or exceptional circumstances as delineated
in the guideline.

ALLEGATION

The costs of PSRO review will outweigh any savings.

ANSWER

Appropriate professional review mechanisms do cost substantially.
However, the experience with the operating PSRO prototypes—such
as those in Colorado, New Mexico, Utah, and Sacramento and San
Joaquin Counties in California—evidences substantial cost savings
above the costs of the review process itself—apart from considerations
of enhanced quality of care—as well as establishing the fact that the
review activities do not require inordinate or unjustified requirements
on physician time.

f course, the Government is already spending a significant amount
on review activities in medicare and medicaid. As the PSRQ’s assume
full responsibility, those other review activities would terminate with
commensurate cost offsets against PSRO expenses. Considering the
$25 billion now spent on medicare and medicaid, the cost of PSRO
review efforts will be relatively small.

ALLEGATION

Under the law, fines may be imposed upon a physician and these
fines will have a stultifying effect on medical practice.

ANSWER

In actuality, the law does not contain any provision calling for fines.
The original Bennett amendment did include a provision authorizing
fines, but that was dropped subsequently. The PSRO statute does con-
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tain a provision allowing the local doctors to recommend a series of
sanctions on a physician who flagrantly or consistently orders or ren-
ders services which are either unnecessary or of improper quality.
Under sections 1862 and 1903 of the Sucial Security Act—non-PSRO
sections—the Secretary has the authority to suspend a physician from
the programs. Under the PSRO provision, the local physicians them-
selves, rather than the Secretarf', would have the authority to recom-
mend aPFropriate sanctions. These sanctions could either be suspen-
sion or, if they decided a less severe sanction was called for, they could
recommend repayment by the A)ractit,ioner of the actual costs paid by
the Government, not to exceed $5,000, if excessive services had been
rendered. It would be difticult to construct an effective peer review
law which had no sanctions—such as the recovery provision—since the
local physicians would then have no way to deal with an improper
situation.

Mr. President, I believe that I have dealt with the principal alle-
Fntions of the PSRO opposition. During the next week or so, I shall

1ave more to say to the Senate concerning additional positive develop-
ments with respect to professional standards revievw.

Mr. President, I ask unanimous consent that a listing of the prin-
cipal review provisions in the Social Security Act—other than profes-
sional standards review—be printed in the Recoro.

There being no cbjection, the listing was ordered to be printed in the
REcorp, as follows:

PRINCIPAL GENERAL AND SPECIFIC PROVISIONS OF SOCIAL SECURITY Act (OTHER
TuAN PSRO ProvisioNs oF LAw) AUTHORIZING AND REQUIRING REVIEW ACTIVITIES

I. ACCEBS TO RECORDS AND OTHER DATA

Medicare

Intermediaries—Section 1816(a) (2)(B) . . . “to make such audits of the
records of providers as may be necessary to insure that proper payments are
made under this part . ..”

Carrlers—Section 1842(a) (1) (C) . . . “to make such audits of the records of
providers of services as may be necessary to assure that proper payments are
made under this part . . .”

Medicaid

Section 1902(a) (27) . . . “provide for agreements with very person or insti-
tution providing services under the State plan under which such institution or
persons agrees (A) to keep such records as are necessary fully to disclose the
extent of the services provided to individuals receiving assistance under the
State plan, and (B) to furnish the State agency with such information, regarding
any payments claimed by such person or institution for providing services under
the State plan, as the State agency may from time to time request...”

II. GENERAL REVIEW REQUIREMENTS

Medicare

Section 1862(a) (1) . . . “Notwithstanding any other provisions of this title,
no payment may be made under part A or part B for any expenses incurred for
items or services— (1) which are not reasonable or necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of a malformed
body member,..”

Medicaid

Sectlon 1902(a) (30) . . . “provide such methods and procedures relating to
the utilization of, and the payment for, care and service available under the plan
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(including but not limited to utllization review plans provided for in Section
1903(1) (4)) as may be necessary to safeguard against unnecessary utilization
of such care and services and to assure that payment (including payments for
any drugs provided under the plan) are not in excess of reasonable charges
consistent with efficiency, economy and quality of care...”

117, BSTATEWIDE PROGRAM REVIEW TEAMS

Medicare

" Section 1862(d) (4) . .. “(4) For the purposes of paragraph (1) (B) and (C)
of this subsection, and clause (F) of section 1866(b) (2), the Secretary shall,
after consultation with appropriate State and local professional societles, the
appropriate carriers and intermediaries utilized in the administration of this
title, and consumer representatives familiar with the health needs of residents
of the State, appoint one or more program review teams (composed of physicians,
other professional personnel in the health care field, and the consumer repre-
sentatives) in each State which shall, among other things—

(A) undertake tr review such statistical data on program utilization as may
be submitted by the Secretary.

(B) submit to the Secretary periodically, as may be prescribed in regulations,
a report on the results of such review, together with recommendations with
respect thereto,

(C) undertake to review particular cases where there is a likelihood that the
person or persons furnishing services and supplies to individuals may come
within the provisions of paragraph (1) (B) and (C) of this subsection or clause
(F) of section 1866(b) (2)), and

(D) submit to the Secretary periodically, as may be prescribed in regulations,
a report of cases reviewed pursuant to subparagraph (C) along with an apalysis
of, and recommendatfons with respect to, such cases.”

1V, AUTHORITY TO BUBPEND PRACTITIONERS AND PROVIDERS

Medicare

Section 1862(d) (1) . .. “No payment may be made under this title with
respect to any item or services furnished to an individual by a person where
the Secretary determines under this subsection that such person— . .. (0)
has furnished services or supplies which are determined by the Secretary, with
the concurrence of the members of the appropriate program review team . . .
who are physicians or other professional personnel in the health care field,
to be substantially in excess of the needs of individuals or to be harmful to
individuals or to be a grossly inferior quality.

(2) A determination made by the Secretary under this subsection shall be
effective at such time and upon such reasonable notice to the public and to
the person furnishing the services involved as may be specified in regulations.
Such determination shall be effective with respect to services furnished to an
individual on or after the effective date of such deterniination (except that in
the case of inpatient hospital services, posthospital extended care services, and
lome health services such determination shall be effective in the manner pro-
vided in sectlon 1866(b) (3) and (4) with respect to terminations of agree-
ments), and shall remain in effect until the Secretary finds and gives reasonable
notice to the public that the basis of such determination has been removed and
that there is reasonable assurance that it will not recur.”

Medicatd

Section 1903(i) . .. “Payment under the preceding provisions of this section
shall not be made . . . (2) with respect to any amount pald for services fur-
nished under the plan after December 31, 1972, by a provider or another person
during any period of time, if payment may be made under title XVIII with
regpect to services furnished by such provider or person during such period of
time solely by reason of a determination by the Secretary under section 1862(d)
(1) or under clause (D), (E), or (F) of section 1866(b) (2) .. ."
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GENERAL AUTHORITY OF SECRETARY TO ISSUE REGULATIONS AND ASSURF
COMPLIANCE

Sootal security act programs

Section 1102 . . . “The Secretary of the Treasury, the Secretary of Labor,
and the Secretary of Health, Education, and Welfare, respectively, shall make
and publish such rules and regulations, not inconsistent with this Act, as may
be necessary to the efficient administration of the functions with which each
is charged under this Act.”

Medicare

Section 1871 . . . “The Secretary shall prescribe such regulations as may be

nlecessary to carry out the administration of the insurance programs under this
titte . . "



Appendix A

Statutory Language of the PSRO Provision
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Statutory Language of the PSRO Provision

“TITLE XI—GENERAL PROVISIONS AND
PROFESSIONAL STANDARDS REVIEW

“ParRT A—GENERAL Provisions”

(b) Title XI of such Act is further amended by adding the
following:

“PArT B—PROFESSIONAL STANDARDS REVIEW
“DECLARATION OF PURPOSE

“Skc. 1151. In order to promote the effective, efficient, and economi-
cal delivery of health care services of proper quality for which pay-
ment mafy be made (in whole or in part) under this Act and in recog-
nition of the interests of patients, the public, practitioners, and pro-
viders in improved health care services, it is the purpose of this part
to assure, through the application of suitable procedures of profes-
sional stardards review, that the services for which payment may be
made under the Social Security Act will conform to appropriate pro-
fessional starndards for the provision of health care and that payment
for such services will be made—

(28)
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Pub, Law 92-603 - 102 - October 30, 1972

"Qualified or-
ganization,"

“(1) only when, and to the extent, medically necessary, as
determined in the exercise of reasonable limits of professional
diseretion; and

“(2) in the case of services provided by a hospital or other
health care facility on an inpatient basis, only when and for such
period as such services cannot, consistent with professionally
vecognized health care standards, effectively be provided on an
outpatient basis or more cconomically in an inpatient health care
facility of a different type, as determined in the exercise of rea-
sonable linits of professional discretion,

“DESIGNATION OF PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

“Sec. 1152, (a) The Seerctary shall (1) not later than January 1,
1974, establish throughout the e'nitml States appropriate areas with
respeet to which Professionnl Standards Review Organizations may
e desigmated, and (2) at the earliest practicable date after designation
of an area enter into an agreement with a qualified organization
whereby such an orgunization shall be conditionally designated as
the Professional Standards Review Orgmnization for such area. If, on
the basis of its performance during such period of conditional desig-
nation, the Secretary determines that such organization is eapable of
fultilling, in a sutisi)m-mry manner, the obligations and requirements
for - Professional Standards Review Organization under this part,
he shall enter into an agreement with such organization designating
it as the Professional Standards Review Organization for such area.

*(b) For purposes of subsection (a), the term ‘qualified organiza-
tion® means—

“(1) when used in connection with any area—

*(A) anorganization (i) which is a nonprofit professional
association (or a component organization thereof), (ii) which
is composed of licensed doctors of medicine or osteopathy
engaged in the practice of medicine or surgery in such area,
(iii) the membership of which includes a substantial propor-
tion of all such physicians in such area, (iv) which 1s orga-
nized in a manner which makes available professional com-
petence to review health care services of the types and kinds
with respect to which Professional Standards Review Orga-
nizations have review responsibilities under this part, (v) the
membership of which is voluntary and open to ull doctors of
medicine or osteopathy licensed to engmge in the practice of
medicine or surgery in such area without requirement of
membership in or payment of dues to any organized medical
society or association. and (vi) which does not restrict the
eligibility of any member for service as an ofticer of the Pro-
fessional Standards Review Organization or eligibility for
and assignment to dhities of such Professional Standards Re-
view Organization. or. subject to subsection (c)(i).

*(B) such other public, nonprofit private, or other agency
or organization. which the Secretary determines, in accord-
ance with criteria prescribed by him in regulations, to be of
professional competence and otherwise suitable; and

*“(2) an orgnization which the Secretary, on the basis of his
examination and evaluation of a forimal plan submitted to him by
the association, agency, or organization (as well as on the basis
of other relevant data and information), finds to be willing to
perform and capable of performing. in an effective. timely. and
objective manner and at reasonable cost, the duties, functions, and

32-768 0 - 74 -5
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activities of a Professional Standards Review Organization
reqquired by or pursuant to this part,

“(e) (1) The Secretary shall not enter into any agreement under this
mrt under which there is desigmated as the Professional Standards
Review Organization for any area any organization other than an
organization referred to in subsection (b) (1) (A) prior to January
1, 1976, nor after such date, unless, in such area, there 1s no organization
referred to in subsection (b)(1)(\) which meets the conditions

specified in subsection (b) (2),

*{2) Whenever the Secretary shall have entered into an agreement
under this part under which there is designated as the Professional
Standards Review Organization for any aren any organization other
than an organization referred to in subsection (b) (1) (), he shall not
renew such agreements with such ovganization if he determines that-—

*(\) there is in such area an organization referred to in sub-
section (1) (1) (\) which (i) has not heen previously designated
as & Professional Standards Review Organization, and (ii) is
willing to enter into an agreement under this part under which
such organization would be designated as the Professional Stand-
ards Review Organization for such area;

“(B8) such organization meets the conditions specified in sub-
section (b) (2) : and

“(C) the designation of such organization as the Professional
Standards Review Organization for such area is anticipated to
result in substantial improvement in the performance in such
area of the duties and functions required of such organications
under this part.

“(d) Any such agreement under this part with an ovganization
{other than an agreement established pursuant to seetion 1154) shall
be for a term of 12 months; except tﬂat. 'pr'mr to the expiration of
such term such agreement may be terminated—

“(1) by the organization at such time and upon such notice
to the Secretary as may be prescribed in regulations (except that
notice of more than 3 mnntllls may not be required) ; or

“(2) by the Secretary at such time and upon such reasonable
notice to the organization as may be prescribed in regulations,
but only after the Secretary has determined (after providing
such organization with an opportinity for a formal hearing on
the matter) that such organization is not substantially complying
with or effectively carrying ont the provisions of such agreement.

“(e) In order to avoid duplication of functions and unnecessary
review and control activities, the Seeretavy is authorized to waive any
or all of the review, certification, or similir activities otherwise
required under or pursunnt to any provision of this \et (other than
this part) where he finds, on the basis of substantinl evidence of the
effective performance of review and control activities by Professionnl
Standards Review Organizations, that the review, certifieation, and
similar activities otherwise =0 required ave not needed for the pro-
vision of adequute review and control,

() (1) In the case of agreements entered into prior to January 1,
1076, under this part under which any organization is desigmated us
the Professional Standards Review Organization for any area, the
Seeretary shall, prior to entering into any such agreement with any
organization foranv area, inform (under regulations of the Secretary)
the doctors of medicine or asteopathy who are in active practice in
such aren of the Seeretary’s intention to enter into such an agreement
with such organization.
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#(2) If, within a reasonable period of time following the serving of
such notice, more than 10 per centum of such dactors object to the
Sccretary's entering into such an agreement with such organization
on the ground that such organization is not representative of doctors
in such area, the Secretary s’fmll conduct a poll of such doctors to deter-
mine whether or not such organization is representative of such doctors
in such area, If more than 50 per centum of the doctors responding to
such poll indicate that such organization is not representative of such
doctors in such avea the Secretary shall not enter into such an agree-
ment with such organization.

“REVIEW PENDING DESIGNATION OF PROFESSIONAL STANDARDS
REVIEW ORGANIZATION

“See. 1133 Pending the assumption by a Professional Standards
Review Organization for any area, of full review responsibility, and
pending a demonstration of capacity for improved review effort with
ws‘wct to matters involving the provision of health care services in
such area for which payment (in whole or in part) may be made, under
this Act, any review with respect to such services which has not been
desigmated by the Secretary as the full responsibility of such organiza-
;ion. shall be reviewed in the manner otherwise provided for under
aw,

“TRIAL PERIOD POR PROFESSIONAL STANDARDS REVIEW ORGANIZATIONS

“Ske. 1154, (a) The Secretary shall initinlly designate an organiza-
tion as a Professional Standards Review Organization for any aren
on a conditional basis with a view to determining the capacity of such
organization to perform the duties and functions imposed under this
part on Professional Standards Review Organizations. Such designa-
tion may not ho made prior to receipt from such organization and
approval by the Seeretary of a formal plan for the orderly assump-
tion and implementation of the responsibilities of the Professional
Standards Review Organization under this part.

*(b) During any such trial period (which may not exceed 24
months), the Secretary may require a Professional Standards Review
Organization to perform only such of the duties and functions required
under this part of Professional Standards Review Organization ns
ho determines such organization to be capable of performing. The
number and type of such duties shall, during the trial period, be
progressively inereased as the organization becomes capable of added
responsibility so that, by the end of such period, such organization
shall bo considered a qualified organization only if the Secretary finds
that it is substantially carrying out in a satisfactory manner, the
activities and functions reqnireﬁ of Professional Standards Review
Organizations under this part with respect to the review of health
care services provided or ordered by phivsicians and other practitioners
and institutional and other health care facilitics, agencies, and orga-
nizations, Any of such duties and funetions not“])erformed by such
organization during such period shall be performed in the mahner and
to the extent otherwise provided for inder law.

%(c) Any agreement under which any organization is conditionally
designated as the Professional Standards Review Organization for any
area may be terminated by such organization upon 90 days notice to
the Secretary or by the Secretary upon 90 days notice to such
organization.
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SHUTIES AND FUNCTIONS OF PROFESSIONAL STANDARDS REVIEW
OROANIZATIONS

“Skc. 1155, (a) (1) Notwithstanding any other provision of law, but
consistent with the provisions of this part, it shall (subject to the pro-
visions of subsection (g)) be the duty and function of cach Profes.
sional Standards Review Organization for any area to assume, at the
earliest date practicable, responsibility for the review of the profes-
sional eetivities in such area of physicians and other health care prac-
titioners and institutionnl and noninstitutional providers of health
care services in the provision of health care services and items for
which payment may be made (in whole or in part) under this Act for
the purpose of determining whether—

*(.\) such services and items are or were medically necessary;

“(B) the quality of such services meets professionally recoy-
nized standards of health care; and

*((") in case such services and items are proposed to be pro-
vided in a hospital or other health care facility on an inpatient
basis, such services and items could, consistent with the provision
of appropriate medical cave, be elfectively provided on un out-
patient basis or more economically in_an inpatient health care
facility of a ditferent type,

“(2) Ench Professional Standards Review Organization shall have
the autharity to determiiie, in advance, in the case of—

“(\) any clective admission to a hospital, or other health care
faeility, or
“(B) any other health ecare serviee which will consist of
extended or costly conrses of treatment,
whether sucii service, if provided, or if provided by a particular health
care practitioner or by a partieular hospital or other health care
facility, orgnization, or ageney, would meet the eriteria specified in
clnuses () and (C') of parngraph (1).

“(3) Each Professional Standards Review Ovganization shall, in
accordance with regulations of the Seeretavy, determine and publish,
from time to time. the types and kinds of cases (whether by type of
health eare or diagnosis involved, or whether in terms of other rele-
vant criteria relating to the provision of health care services) with
respect to which such orgmnization will, in order most etfectively to
carry out the purposes of this part, exercise the authority conferred
upon it under paragraph (2).

“(4) Each Professionnl Standards Review Organization shall be
vesponsible for the arranging for the nmintenance of and the regular
review of profiles of cure and servives received and provided with
vespect (o patients, utilizing to the greatest extent practicable in such
patient profiles, methads of coding which wi | provide maximum con-
fidentinlity as to patient identity and assure objective evaluation con-
sistent with the purposes of thig part. Profiles shal' also be regularly
reviewed on an ongoing basis with respeet to each health cire prac-
titioner and provider to determine whether the care and services
ovdered or rendered are consistent with the eriteria specified in clanses
(A). (B, and (C) of paragraph (1),

“(3) Physicians assigned responsibility for the review of hospital
care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro-
fessional Standards Review Organization and (except as may be other-
wise provided under subsection (e) (1) of this section) such physicians
ordinarily should not be responsible for. but may participate in the
review of care and services provided in any hospital in which such
physicinns have active staff privileges.
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“(8) No physician shxll be permitted to review— .

“(As) f)xealth care services provided to a patient if ho was
directly or indirectly involved in providing such services, or

“(B) health care services provided in or by an institution,
organization, or agency, if he or any member of his family has,
directly or indirectly, any financial interest in such institution,
orgenization, or agency. . .

For purposes of this parngraph, a physician's family includes only his
spouse (other than a spouse who is legally separated from him under
a decres of divorce or separate maintenance), children (including
legally adopted children), grandchildren, parents, and grandparents.

“(b) To the extent necessary or approptriate for the proper perform-
ance of its duties and functions, the Professional Standards Review
Organization serving any area is authorized in accordance with regu-
lations Preseribe(l by the Secretary to—

(1) make arrangements to utilize the services of persons who
are practitioners of or specialists in the various areas of medicine
(incﬁudin r dentistry), or other types of health care, which persons
shall, to the maximum extent practicable, be individuals engaged
in the practice of their profession within the area served by such
organization;

“(2) undertake such professional inquiry either before or after,
or both before and after, the provision of services with respect to
which such organization has a responsibiiity for review under
subsection (a) (1) ; .

“(3) examine the pertinent records of any practitioner or pro-
vider of health care services proviling services with respect to
which such organization has a responsibiiity for review under
subsection (a) (1) ; and

“(4) inspect the facilities in which care is rendered or services
provj«}ed (which are located in such urea) of any practitioner or

rovider.

“(g) No Professionel Standards Review OQrganization shall utilize
the services of any individual who is not a (hxly licensed doctor of
medicine or osteopathy to meke final determinations in accordance
with its duties and functions unde.- this part with respect to the pro-
fessional conduct of any other duly licensed doctor of medicine or
osteopathy, or any act performed by any duly licensed doctor of
medicine or osteopathy in the exercise of his profession.

“(d) In order to familiarize physicians with the review functions
nnd activities of Professionnl Standards Review Organizations and to
promote acceptance of such functions and activities by physicians,
patients, and other persons, cach Professional Standards Review
Organization, in carrying out its review responsibilities, shall (to
the maximum extent consistent with the effective and timely perform-
ance of its duties and functions)—

“(1) encourage all physicians practicing their profession in the
area served by such Organization to participate as reviewers in
the review activities of such Organizations;

“(2) provide rotating physician membership of review com-
mittees on an extensive and continuing basis;

“(3) assure that membership on review committees have the
broadest representation feasible in terms of the various types of
Bmctice in which physicians engage in the area served by such

rganization; and

‘%) utilize, whenever appropriate, medical periodicals and
similar publications to publicize the functions and activities of
Professional Standards Review Organizations.
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“(e) (1) Each Professional Standands Review Organization shall Review ocormite
utilize the services of, and aceept the findings of, the review com- tees.
mittees of a hospital or other operating health eare facility or orga-
nization located in the avea served by sach ovgnization, but only when
and only to the extent and only for such time that such committees in
such hospital or other operatitig health care facility or organization
have demonstrated to the satisfuction of such orgunization their
capacity effectively amd in timely fashion to review activities in such
hospital or other operating health enve facility or organization
(ineluding the medieal necessity of admissions, types and extent of
serviees ordered, sl lengths of stay) so as to aidl in accomplishing
the purposes and responsibilities deseribed in subseetion () (1), exeept
where the Seeretary disapproves, for gomd cause, such acceptance.

*(2) The Secretary may prescribe regrulations to carvy ont the pro- Regulations,
visions of this subsection,

SO (1) An agreement entered into under this part between the Agreement re-
Seeretary and any ovgmnization under which sueh organization is gquirements,
desigmated as the Professionnl Stamlards Review Organization for
any area shall provide that suely orgmnization will-—

() perform such cduties and functions amd assume such
vesponsibilities and comply with such other requirements as may
be required by this part or wder regulations of the Secretary
promulgatedd to enrry out the provisions of this part; and

»(B) eallect such data relevant to its functions and such infor-
mation and keep and maint&in sueh records in such form as
the Seeretary may require to earey ont the purposes of this put
and to permit aveess to and use of any such records as the Seere-
tary may require for such purposes.

*12) Any such agreement with an ovganization under this part shall
provide that the Seertary make payments to such organization equal
to the amount of expenses reasonably and necessarily incurred, as
determined by the Seeretary. by such organization in c-nrr_\'in‘.r out or
preparing to earry out the duties and funetions requirved by such
agreement,

*(r) Notwithstanding any other provision of this part, the respon-
sibility  for review of health eare serviees of any  Professional
Standards Review Organization shall be the review of health care
serviees provided by or in institutions, unless sieh Orgmnization shall
have made a request to the Secretary that it be charged with the
duty and function of reviewing other health eare services and the
Secretnry shall have approved such request,

CTNORMS OF HEALTH CARE SERVICES FOR VARIOUS ILLNESSEY OR HEALTH
CONITIONS

=Sec, 16, (n) Each Professional Standards Review Organization
shall apply professionally developed norms of eare, dingnosis, and
treatment based upon typical patterns of practice in its regions
(including typieal lengths-of-stay for institutional eare by age and
dingnosis) as principal points of evaluation and veview. The National
Professional Standards Review Conneil amd the Secretary shall pro-
vide such technical assistance to the organization as will be helpful
in utilizing and applying such norms of eare, digiosis, and trentment,
Where the actunl norms of eare, diagnosis. and treatment in a Profes-
sional Standards Review Organization area are siiiicantly ditferent
from professionally developed regional norms of carve, dingnosis, and
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treatient approved for comparable conditions, the Professional
Standards Review Organization concerned shall be so informed, and
in the event that sppropriate consultation and discussion indicate
reasonable basis for usage of other norms in the area concerned, the
Professional Standards Review Organization may apply such norms
in such area as are approved by the National Professionnl Standurds
Review Council.

“(b) Such norms with respect to treatment for particular illnesses
or health conditions shall include (in accordance with regmlations of
the Secretary)—

*(1) the types and extent of the health care services which,
taking into account differing, but acceptable, modes of treatment
and methods of organizing and delivering care are considered
within the range of appropriate diagnosis and treatment of such
illnces or health condition. consistent with professionally recog-
nized and accepted patterns of care;

“(2) the type of health care facility which is considered, con-
sistent with such standards. to be the type in which health eare
services which are medically appropriate for such illness or condi-
tion ean most economically be provided.

*(e) (1) The National Professional Standards Review Council shall
provide for the prepamtion and distribution. to each Professional
Standards Review Organization and to each other agency or person
perforniifig review functions with respeet to the provision of health
care services under this Act, of appropriate materials indicating the
regional norms to be utilized pursuant to this part. Such data concern-
ing norms shall be reviewed and revised from time to time. The
approval of the National Professionnl Standands Review Couneil of
norms of care, diagnosis, and treatment shall be based on its analysis of
appropriate and adequnle data.

*(2) Each review orgmnization, agency, or person referred to in
paragraph (1) shall utilize the norms «lm'olo)lw« mder this section as
a principal point of evaluation and review fordetermining., with respect
to any health care services which have been or stre propuosed to be pro-
vided, whether such care and services are consistent with the eriteria
specified insection 1155(a) (1).

*(d) (1) Each Professional Standunds Review Organization shall—

*(.\) in accordance with regulations of the Seeretary, specify
the appropriate points in time after the admission of a patient for
inpatient care in a health care institution, at which the physician
attending such patient shall execute a certification stating that
further inpatient care in such institution will be medically neces-
sary effectively to meet the health care needs of such patient ; and

“(B) reouire that there be included in any such certification
with respect to any patient such information as may be necessary
t - enable such organization properly to evaluate the medical
necessity of the further institutional health care recommended by

the physician executing such certification,

“(2) "l‘lm points in time at which any such certification will be
required (usually, not later than the 30th percentile of lengths-of-stay
for patients in similar age groups with similar dingnoses) shall be
consistent with and based on professionally developed norms of care
and treatment and data developed with respect to length of stay in
health care institutions of patients having various illnesses, injuries,
or health conditions, and requiring various types of health care serv-
ices or procediires.
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“SUBMISSION OP REIORTS BY PROFESIONAL STANDARDS REVIEW
ORUAN'ATIONS

“Sec. 1157. If, in discharging its duties and functions under this
part, any Professional Standards Review Orgunization determines
that any health care practitioner or any hospital, or other health
care facility, agency, or orgiranization has violated any of the oblig‘w
tions imposed by section 1160, such organization shall report the
matter to the Statewide Professional Standards Review Conncil for
the State in which such organization is located together with the
recommendations of such Qrganization as to the action which should
bo taken with respect to the matter. Any Statewide Professional
Standards Review Council receiving any such report and recom-
mendation shall review the same and promptly transmit such report
and recommendation to the Secretary together with any additional
comments or recommendations thereon as it deems appropriate. The
Secretary may utilize a Professional Standards Review Organization,
in lien of a program review team as specified in sections 1862 and 18686,
for purposes of subparagraph (C) of section 1862(d)(1) and sub-
paragraph (F) of section 1866(b) (2).

“"EQ('IREME.\'T OF REVIEW APPROVAL AS CONDITION OF PAYMENT OF CLAIMS

“Skc. 1158, (a) Except as provided for in section 1159, no Federal
funds appropriated under any title of this Act (other than title V)
for the provision of health care services or items shall be used (directly
or indirectly) for the payment, under sucli title or any program estab-
lished pursuant thereto, of any claim for the provision of such services
or items, unless the Secretary, pursuant to regulation determines that
the claimant is without fanlt if—

“(1) the provision of such services or items is subject to review
under this part by any Professional Standards Review Organiza-
tion. or other agency; and

“(2) such organization or other agency has, in the proper exer-
cise of its duties and functions under or consistent with the
purposes of this part, disapproved of the services or items giving
rise to such claim, and has notified the practitioner or provider
who provided or proposed to provide such services or items and
the individual who would receive or was proposed to receive such
services or items of its disapproval of the provision of such
services or items.

“(b) Whenever any Professional Standards Review Organization,
in the discharge of its duties and functions as specified by or pursuant
to this part, disapproves of any health care services or items furnished
or to be furnished by any practitioner or provider, such organization
shall, after notifying the practitioner, provider, or other organization
or agency of its disapproval in accordance with subsection (a),
promptly notify the agency or organization having responsibility for
acting upon claims for payment for or on account of such services or
items.

“HEARINGS AND REVIEW BY SECRETARY

“Skc. 1159, (a) Any beneficiary or recipient who is entitled to ben-
efits under this Act (other than title V') 6t a provider or practitioner
who is dissatisfied with a determination with respect to a claim made
by a Professional Standards Review QOrganization in carrying out its
responsibilities for the review of professional activities in accordance
with paragraphs (1) and (2) of section 1155(a) shall, after being

Post, p, 1438,

79 Stat, 325;

81 Stat, 846,
42 USC 1395y,

139500,
Ante, p. 1408,

Ante, p, 1409,

81 Stat, 921,
42 Usc 701,

Ante, p, 1433,



86 STAY, 1438

37

Pub, Law 92-603 - 110 - October 30, 1972

53 Stat, 1368,
42 USC 405,

notified of such determinntion, be entitled to a reconsideration thereof
by the Professional Standards Review Organization and, where the
Professional Standards Review Organization rveafirms such deter-
mination in a State which has established a Statewide Professional
Standards Review Council, and where the matter in controversy is
$100 or more, such determination shall be reviewed by professional
members of such Council and, if the Council sn determined, revised.

“(b) Where the determination of the Statewide Professional Standl-
ards Review Council is adverse to the beneficiary or recipient. (or, in
the absence of such Council in a State and where the matter in con-
troversy is $100 or more), such beneficiary or recipient shall be entitled
to a hearing thereon by the Secrctary to the same extent as is provided
in section 205(b), and, where the nmount in controversy is gl,OOO or
more, to judicial review of the Secretary's final decision after such
hearing as is provided in section 205(g). The Secretary will render a
decision only after appropriate professional consultation on the
matter.

() Any review or appeals provided under this section shall be in
lieu of anv review, hearing, or appenl under this et with respect to
the same issue.

“ORL'GATIONS OF HEALTT CARE PRACTITIONERS AND PROVIDERS OF HEALTH
CARE SERVICES; SANCTIONS AND PENALTIES; JIEARINGS AND REVIEW

“Ske, 1160, (n) (1) It shall be the obligation of anv health care
nractitioner and any other person (including a hospital or other
health care facility, organization, or agency) who provides health
care services for which payment may be made (in whole or in part)
under this Act, to assure that services or items ordered or provided by
such practitioner or person to beneficiaries and recipients under this

“(A) will be provided only when, and to the extent, medically
necessary; and
“(B) will be of a quality which meets professionally recognized
standards of health care: and
“(Cy will be supported by evidence of such medicnl necessity
and quality in such form and fashion and at such time as may
reasonably be required bv the Professional Standards Review
Organization in the exercice of its duties and responsibilities:
and it shall b~ the obligation of any health care practitioner in order-
ing, authorizing. dirvecting, or arranging for the provision by any
other person (includina a hospitul or ather health care facility, organi-
zation, or agency). of hiealth care services for any patient of such prac-
titioner, to exercise his professional responsibility with a view to
assurina (to the extent of his influence or control over such patient,
such person, or the provision of such services) that such services or
items will be provided—
“(D) onlv when, and to the extent. medically necessary: and
“(K) will be of a quality which meets professionally recognized
standards of health care.

“(2) Each health care practitioner. and each hospital or other
provider of health care services. shall have an obligation, within
reasonnble limits of professional discretion, not to take any action, in
the exercise of his profession (in the case of any health care practi-
tioner), or in the conduct of its business (in the case of any hospital or
other such provider), which would authorize any individual to be
admitted as an inpatient in or to continue as an inpatient in any
hospital or ather health care facility unless—
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“(\) inpatient eare is determined by such practitioner and by
such hospital or other provider, consistent with professionally
recopnized health eave standards, to be medieally necessary for
the proper eare of such individual  and

“(B) (i) the inpatient eave vequived by such individual ean-
not, consistent with such standards, be provided more economi-
cully ina health eave facility of a ditferent type: or

“(ii) (in the ease of u patient who requires cure which ean,
consistent with such standurds, be provided more cconomically
in a health cave facility of a ditfferent type) there is, in the area
in which such individual is located, no such facility or no such
facility which is available to provide care to such individual at
the time when eare is needed by him,

*(b) (1) If after reasonable notice and opportunity for discussion
with the practitioner or provider concerned, any Professional Stand-
ards Review Ovganization submits a report and recommencations to
the Seeretary pwrsuant to section 1157 (which report and recom-
mendations shall be submitted through the Statewide Professional
Standards Review Couneil, if such Couneil has been established, which
shall promptly transmit such report and recommendations together
with any additional comments and recommendations thereon as it
deems appropridte) and if the Seerctary determines that such prae-
titioner or provider, in providing health care services over which such
organization has review vesponsibility and for which payment (in
whole or in part) may be nide under this Act has—

“(A) by failing. in a substantial number of cases, substantially
to comply with any obligation imposed on him under subsection
(n),or

“(B) by grossly and flagrantly violating any such obligation
in one or more instanees. .

demonsteated an unwillingness or a lnck of ability substantially to
comply with such obligntions. he (in addition to any other sanction
provided under law) mav exclude (permanently for such period as
the Sceeretary may preseribe) such practitioner or provider from eli-
gihility to provide such services on a reimbirsable basis.

“(2) .\ determination made by the Secretnry under this subsection
shall be effective at sueh time and upon such reasonable notice to the
public and to the person furnishing the services involved as may be
specified in vegulations. Such determination shall be effective with
respeet to serviees furnished to an individonl on or after the effective
date of such determination (exeept that ‘in the ease of institutional
health earve sorvices sueh determination shall be effective in the manner

86 STAT, 1439

Repoit and
recommendaw
tions,

Aﬂte’ P. 1437,

provided in title XVIIT with respect to terminations of provider 79 Stat, 201,
agreements), and shall remain in etfect until the Seeretary finds and 42 USC 1395,

gives reasonable notice to the public that the basis for such determina-
tion has heen removed and that there is reasonable assurance that it
will not reear.

“(3) In lien of the sanction anthorized by paragaph (1), the Secre-
tary may require that (as a condition to the continued eligibility of
such practitioner o provider to provide such health eare services on
a reimhnrsable basis) such practitioner or provider payv tothe United
States, in ense sueh acts or conduet involved the provision or ordering
by such practitioner or provider of health enre services which were
medically improper or nnnecessary, an amount not in excess of the
actual or estimated cost of the medically improper or unnecessary serv-
ices so provided, or (if less) $5,000, Such amount may be dedueted
from any sums owing by the United States (or any instrumentality
thercof) to the person from whom such amount is clnimed.
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Establishment,

Hembership,

Duties,

“(4) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by the Secretary under
this subsection shall be entitled to reasonable notice and opportunity
for a hearing thercon by the Secretary to the same extent as is pro-
vided in section 205(b), and to judicial review of the Secretary's final
decision after such hearing as is provided in secticii Qﬁb(g‘).

“(c) It shall be the duty of each Professional Standards Review
Organization and each Statewide Professional Standards Review
Council to use such authority or influence it may possess as a profes-
sional organization, and to enlist the support of any other professional
or governmental organization having influence or authority over
health care practitioners and any other person (including a hospital
or other health care facility, organization, or agency) providing health
care services in the area served by such review organization, in assur-
ing that each practitioner or provider (referred to in subsection (a))
providing health care services in such area shall comply with all
obligations imposed on himt wider subsection (a).

“NOTICE TO PRACTITIONER OR PROVIDER

“Skc. 1161. Whenever any Professional Standards Review Organi-
zation takes any action or makes any determination—

“(a) which denies any request, by a health care practitioner or
other provider of health care services, for approval of a health
care service or item proposed to be ordered or provided by such
practitioner or provider; or

“(b) that any such practitioner or provider has violated any
o})lié,ration imposed on such practitioner or provider under section
1160,

such organization shall, immediately after taking such action or mak-
ing such determination, give notice to such practitioner or provider of
such determination and the basis therefor, and shall provide him with
appropriate opportunity for discussion and review of the matter.

“STATEWIDE PROFESSION AL STANDARDS REVIEW COUNCILS ; ADVISORY GROUPS
TO SUCH COUNCIS

“Skc. 1162. (a) In any State in which there are located three or mora
Professional Standards Review Qrganizations, the Secretary shall
vstablish a Statewide Professional Standards Review Council.

“(b) The membership of any such Council for any State shall be
appointed by the Seeretary and shall consist of —

“(1) ‘one representative from and desigmated by cach Profes-
sional Standards Review Organization in the State;

“(2) four physicians, two of whom may be designated by the
State me.lical society and two of whom may be designated by the
State hospital association of such State to serve as members on
such Council ; and

“(8) four persons knowledgeable in health care from such State
whom the Secretary shall have selected as representatives of the
public in such State (at least two of whom shall have been recom-
mended for membership on the Council by the Governor of such

State).

“(c) It)shall be the duty and function of the Statewide Professional
Standards Review Council for anv State, in accordance with regula-
tions of the Secretnrg, (1) to coordinate the activities of, and dissemi-
nate information and data among the various Professional Standards
Review Organizations within such State including assisting the Secre-
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tary in development of uniform data gathering procedures and operat-

ing procedures applicable to the several areas in a State (including,

where appropriate, common data processing operations serving several .
or all areas) to assure eflicient operation and objective evaluation of

comparative performance of the several areas and, (2) to assist the

Seepetary in evaluating the performance of each IProfessionnl Stand-

ards Review Organization, and (3) where the Seeretary finds it neces-

sary to replice n Professional Standards Review Qrganization, to

nasist him in developing amd arranging for a qualified replacement

Professional Standands Review Qrganization,

*(d) The Sceretary is authorized to enter into an agreement with Payrents,
any such Conneil under which the Secretary shall make payments to
such Council equal to the amount of expenses reasonably and neces-
sarily ineurred, as determined by the Seeretary, by such Council in
careying ont the duties and functions provided in this section,

“te) (1) The Statewide Professional Standards Review Council for
any Stute (or ina State which does not have such Council, the Profes-
sionnl Standards Review Orginizations in such State which have
agreements with the Seeretary) shall be advised and assisted in carry-
ingr ont its functions by an advisory group (of not less than seven nor
more than eleven members) which shall be made up of representatives
of health care practitioners (oth~r than physicians) and hospitals and
other health eare facilities whicis provide within the State health care
serviees for which puyment (in w‘mlo or in part) may be made under
any program estabhshed by or pursuant to this Act.

*(2) The Seeretary shall by regulations provide the manner in Mester selestion,
which members of such advisory gronp shall be selected by the State- regulations,
wide Professionn] Standards Review (l‘mlm‘il (or Professional Stand-
ards Review Organizations in States without such Councils).

*(3) The expenses reasonably and necessarily incurred, as deter- Expenses,
mined by the Secretary, by such group in earrying out it duties and
funetions under this subsection shall be considered to be expenses neces-
sarily incurred by the Statewide Professional Standards Review
Couneil served by such group. .

86 STAT, 1441

“NATIONAL PROFESSION AL STANDARDS REVIEW COUNCIL

“Seco 1163, (a) (1) There shall be established a National Profes- Establishment
sional Standards Review Council (hereinafter in this section referred rembership,
to as the *Council’) which shall consist of eleven physicians, not other-
wise in the employ of the United States, appointed by the Secretary
without regard to the provisions of title 5, United States Code, govern- § Usc 101 et

ing appointments in the competitive scrvice, seqe
“(2) Members of the Council shall be appointed for a term of three Tem of memter
years and shall be eligible for reappointment, ship,

“(3) The Secretary shall from time to time designate one of the
members of the Council'to serve as Chairman thereof.
“(I) Members of the Council shall consist of physicians of recog- Qualifications,
nized standing and distinetion in the appraisal of ‘medical practice.
A majority of such members shall be physicians who have been recom-
mended by the Secretary to serve on the Council by national orga-
nizations recognized by the Secretary as vepresenting practicing
physicians. The membership of the Couneil shall 'm('lmﬁ* shysicians
who have been recommended for membership on the Council by
constmer groups and other health care interests,
“(c) The Council is authorized to utilize, and the Secretary shall Consultants,
make available, or arrange for, such tochnicai and professional consul-
tative assistance as may be required to carry out its functions, and the
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Compensation,

5 USC 5332
note,

Duties,

Report to
Seoretary and
Congress,

Szcretary shall, in addition, make available to the Council such seere-
tarial, clerical and other assistance and such pertinent data prepared
by, for, or otherwise available to, the Department of Health, Educa-
tion, and Welfure as the Council may require to carry ont its
functions.

“(d) Members of the Council, while serving on business of the
Council, shall be entitled to receive compensation at a rate fixed b
the Secretary (but not in excess of the daily rate paid under (iS-1
of the General Schiedule under section 5332 of title 5, United States
Code), including traveltime; and while so serving away from their
homes or regular places of business, they may be nlfowod travel
expenses, inchuding per diem in licu of subsistence, as anthorized by
section 5703 of title 5, United States Code, for persons in Government
service e‘ms)lovcd intermittentiy,

“(e) It shafl be the duty of the Council to—

“(1) advise the Secretary in the administration of this part;

“(2) provide for the development and distribution, among
Statewide Professional Standards Review Councils amd Pro-
fessional Standards Review Organizations of information and
data which will assist such review councils and organizations in
carrying out their duties and functions;

“(3) review the operations of Statewide Professional Stand-
ards Review Councils and Professional Standards Review Orga-
nizations with a view to determining the effectiveness and
comparative performance of such review councils and organiza-
tions in carrying out the }mrposes of this part; and

“(4) make or arrange for the making of studies and investiga-
tions with a view to developing and recommending to the Secre
tary and to the Congress measures designed more effectively to
accomplish the purposes and objectives of this part.

“(f) The National Professional Standards Review Couneil shall
from time to time, but not less often than annually, submit to the
Secretary and to the Congress a report on its activities and shall
include in such report the findings of its studies and investigations
together with any recommendations it may have with respect to the
more effective nccomplishiment of the purposes and objectives of this
part. Such report shall also contain comparative data indicating the
results of review activities, conducted pursuant to this part, in each
State and in each of the varions areas thereof, <

SAPPLICATION OF THIS PART TO CERTAIN STATE PROGRAMR RECEIVING
FEDERAL FINANCIAL ASSISTANCE

“Srce. 1164, (a) In addition to the requirements imposed by law as a
condition of approvil of a State plan approved under any title of this
Act under which health care services are paid for in whole or part,
with Federnl funds, there is hereby impnso(‘ the requirement that pro-
visions of this part shall apply to the operation of such plan or
program.

#{b) The requirement imposed by subsection (a) with respect to
such State plans approved rinder this Aet shall apply—

“(1) in the case of any such plan where legislative action by
the State legislature is not necessary to meet such requirement, on
and after January 1,1974; and

“(2) in the case of any such plan where legislative action hy
the State legislatiire is necessary to meet such requirement, which-
cverof the following is earlier—

“(A) onandafter Jiilly 1, 1974, or
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“(B) on and after the first day of the calendar month
which first commences more than ninety days after the close
of the first regular session of the legislature of such State
which begins after December 31, 1973,

“CORRELATION OF FUNCTIONS BETWEEN PROFESSIONAL STANDARDS REVIEW
ORGANIZATIONS AND ADMINISTRATIVE INSTRUMENTALITIES

**Src. 1165, The Secretary shall by regulations provide for such cor-
relation of activities, such interchange of data and information, and
such other cooperation consistent \\'%th economical, efficient, coordi-
nated, and comprehensive implementation of this part ( inclmlinlg,
but not limited to, usage of existing mechanical and other data-guth-
ering capacity) between and among—

“(a) (1) agencies and organizations which are parties to agree-
ments entered into pursuant to section 1816, (2) carriers which
are partics to contracts entered into pursuant to section 1842,
and Sagany other public or private agency (other than a Profes-
sional Standards Review Organization) having review or eon-
trol functions, or proved relevant data-gathering procedures aml
experience, and

‘(b) Professional Standards Review Organizations, as niy
be necessary or appropriate for the effective administration of
title XVI11I, or State plans approved under this \ct.

“PROJIIBITION AGAINST DISCLOSURE OF INFORMATION

“Skc. 1166, (a) Any data or information acquired by any Profes-
sional Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to anfy person except (1) to the extent that may be necessary to carry
out the purposes of this part or (2) in such eaces and under such eir-
ciumstances as the Seeretary shall by regulations provide to assure
adequate protection of tho rights and interests of patients, health
care practitioners, or providers of health care.

“(b) It shall be unlawful for any person to disclose any such infor-
mation other than for such purposes, and any person violating the
provisions of this section shall, upon conviction, be fined not more
than $1,000, and imprisoned for not more than six months, or both,
together with the costs of prosecution,

SLIMITATION ON LIABILITY FOR PERSONS TROVIDING INFORMATION, AND
FOR MEMBERS AND EMPLOYEES OF PROFFSSION AL STANDARDS REVIEW OR-
GANIZATIONS, AND FOR HFALTH CARE PRACTITIONERS AND PROVIDERS

“Sec. 1167.- (a) Notwithstanding any other provision of law, no
person providing infoimation to any Professional Standards Review
Organization shall be held, by reason of having provided such informa-
tion, to have violated any criminal law, or to be civilly liable under
any law, of the United States or of any State (or political subdivision
thcreof) unless—

“(1) such information iz unrelated to the performance of the
duties and functions of such Organization, or

%(2) such information is fan.; and the person providing such
information knew, or had reason to believe, that such information
was false,

“(b) (1)_ No individual who, as a member or employee of any Pro-
fessional Standards Review 61'1,'nniza!ion or who furiishes profes-

19 Stat, 297,
42 USC 1395h,
42 USC 1395u,

42 USC 1395,

Penalty,
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sional counsel or services to such organization, shall be held by reason
of the performanee by him of any daty, function, or activity authorized
or required of Professional Standards Review Organizations under
this part, to have violated any eriminal law, or to be civitly liable
under any Inw, of the United States or of any State (or political sub-
division thereof) provided he hus exercised due eare,

*(2) The provisions of paragraph (1) shall not apply with respect
to any action taken by any individial if suel individual, in taking
such action, was motivated by malice toward any person aflected by
such action,

*(¢) No doctor of medicine or osteopathy and no provider (inelud-
ing directors, trustees, employees, or officials thereof) of health care
services shall be civilly linble to any person under any law of the
[nited States or of anv State (or political sululivision thereof) on
account of any action taken hy him in compliance with or relinnce
upon professionnlly developed norms of eare amd treatment applied
by a Professional Standards Review Organization (which has been
designated in accordance with section 1152(b) (1) (\)) operating in
the area where such doctor of medicine or osteopathy or provider took
such action but only if --

“(1) he takes such action (in the case of a health eare practi-
tioner) in the exercise of his profession as a doctor of medicine
or osteapathy (or in the case of a provider of health care services)
in the exercise of his functions as a provider of health eare serv-
ices, and

“(2) he exercised due eare in all professional conduet taken or
directed by him and reasonably related to, and resulting from,
the actions taken in complinnee with or reliance upon sueh pro-
fessionally accepted norms of care and trentment.

“AUTHORIZATION FOR USE OF CERTAIN FUNDS To ADMINISTER THE
PROVISIONS OF TIUS PART

“Src. 116R, Expenses ineurred in the administration of this part
shall be payable from—
“}a) funds in the Federal Haospital Insurance Trust Fund:
“¢h) funds in the Federal Supplementary Medical Insurance
Trust Fund; and
“(e) funds nprropriutml to carry out the health care provisions
of the several titles of this Act;
in such amounts from each of the sources of finids (referred to in sub-
sections (1), (b). and (¢)) as the Seeretary shall deem to be fair and
equitable after taking into consideration the costs attributable o the
administration of this part with respeet to each of such plans and
programs,

SLECHNICAL ASSISTANCE TO ORGANIZATIONS DESIRING TO BE DESIGNATED
AS PROFESSION AL STANDARDS REVIEW OROANIZATIONS

“Sre. 169, The Secrctary is anthorized to provide all necessary
technieal and other assistanee (inchiding the preparation of prototype
plans of organization and operation) to organizations described in see-
tion 1152(h) (1) which—

“(n) express a desire to be designated as a Professional Stand-
ards Review Organization ; and

*(b) the Secretary determines have a ‘mtontinl for meeting the
requirements of a Professional Standards Review Organization:
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to_assist such organizations in developing a proper plan to be sub-
mitted to the Secretary and otherwise in preparing to meet the require-
ments of this pait for designation as a Professional Standards Review ,
Organization, :

YEXEMPTIONS OF CHRISTIAN SCIENCE 8ANATORIUMS

“Ske. 1170, The provisions of this part shall not ul»ply with respect
to a Christian Science sanatorium operated, or listed and certified, by
the First Chwich of Christ, Scientist, Boston, Massachusetts.”
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Selected Speeches By Senator Bennett

[From the Congresslonal Record, July 1, 1970)
Proressionar. Staxnarns Review Oraaxnization Acr or 1970

My, Bexxerr, Mr, President., in the near future, T intend to offer an
amendment to the social security bill now before the Finance Com-
mittee, which would require, over a period of time, establishment of
medical professional standards review organizations throughout the
colintry,

All of us are deeply concerned over the multi-billion-dollar cost
overruns in medicare and medicaid. In good part, those excessive costs
resulted from an enormons infusion of new money into an already
overburdendd health care system with fragmented organization and
control niechanisms. In fact, those same factors are inflating the costs
of care for the total population.

I believe the American people are justifiably concerned over the
tremendous costs of health care. Much of that concern, it seems to
me. is n product of a very real feeling that we are not getting what
we are paying for. I believe, equally, that much of the apprehension,
anxiety, and suspicion now prevalent—for better or worse—with re-
spect to those responsible for health care would disappear if profes-
sional standards review organizations were established and functioned
effectively. It seems to me that the American people are entitled to
know that American medicine shares their concern—and more im-
portantly—proposes to do something substantial about it through
means of professional standards review organizations,

It was in that spirit of genuine concern and a genuine desire to
assume a personal responsibility in (lov‘oloring an effective review pro-
gram that organized medicine through the American Medical Asso-
ciation began to dig into this problem,

Eventually, in mid-May. T was contacted by staff members of the
AMA who asked me to consider introducing a proposal that they
were developing to establish “peer review organizations” in each State
to review doctors’ services and charges under Part B of medicare.

I weleomed very much this thoughtfiil approach by the profes-
sionals involved and T forwarded their proposal to the Finance Com-
mittee staff for coniniént and analysis in terms of their experience
with the medicare and medicnid programs and in light of hearings
and other review activities.

The committee staff advised me that the AMA draft was “definitely
a step in the vight direction™ and that the staff also welcomed this op-
portinity to dig into the éntire question from a peer review standpoint.

We did find, however, that the Finance Comniittee staff felt that, in
its opinion, the AMA plan was undiily limited and a number of sug-
gestions, modifications, and extensions were recommended to me that
the stafl believed woiild reflect the attittide in their recent report on
medicire and medicaid that: “The key to making the present system
workable and aceeptable is the physician and his medieal society.”

(46)
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Mr, President, the AMA draft as niodified by the suggestions of the
Finance Committee staff provides the basis of this proposed amend-
ment which I shall later propose.

Now it is very easy to speak of recognizing the entire health care
system in the Nation through Federal control and financing. Some of
us who have been engaged since the beghining in extensive evaluation
of medicare and medicaid know full well that those objectives of many
well-intentioned persons are far more easily talked about than reached.
But Government control is ot the answer, because there is potentially
n better, more effective, and ore suitable answer available,

As a matter of fact, careful and detailed study has indicated that
the Federal Government and its agents do not presently have the ca-
pacity to properly administer medicare and medicaid—Ilet alone to
cope with the health care needs of millions of additional persons and
reorganize the American medical care system,

I believe that physicians. properly organized and with a proper
marndate, are capable of conducting an ongoing effective review pro-
gram which would eliniinate much of the present criticism of the pro-
fession and help enhance their stature as honorable men in an honor-
able voeation willing to undertake necessary and broad responsibility
for overseeing professional functions. If medicine accepts this role and
fulfills its responsibility, then the Government would not need to de-
vote its energics and resources to this area of concern. Make no mis-
take: the direction of the House-passed social seeurity bill is toward
more—not. less—review of the need for and quality of health care. 1
believe my amendment. would provide the necessary means by which
organized medicine could assume responsibility for that review.

In my opinion, if ultitmately enacted, the “Professional Standards
Review" proposal now being drafted would provide physicians with
an imaginative and exciting opportunity to assume basic responsi-
bility for reviewing health care as a whole, It would scrap the piece-
menl review activities of varving effectiveness which have prevailed
since 1966.

My thought in having the amendment prepared at this time is
that it will benefit from thoratigh discussion and evaluation during
the course of hearings in the Findtice Committee on the social security
bill. T would urge all Senators and other interested parties carefully to
study and to coniment on it. Undoubtedly, it will gnin from the “light
of day™ and be madified and iinproved. Nonetheless, as will be readily
u]nderstiio‘il from the oiitline which follows, T thiiik the directioh is
clear.

As I have noted the American Medienl Association has indieatedits
concern with a need for expaided review activities. The staff of the
Finanee Committee, in its veport, reached the snme conclusion, How-
ever, in essence. the AMA proposal woitld liniit review activities to
services directly rendered by physicians. Tn my opinion. to be effective
we have to go considerably further.

Now let me explain the principal features and rationale of my pro-
posal. First, utilization of all health care services, both inpatient and
ontpatient. is after all determined by the physician. Physicians’ di-
rect services account for a relatively small proportion of the Federal
health care dollar costs. The bulk of those dollar costs go for institu-
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tional care—hospital and nursing home—which is ordered by physi-
cinns, Since the physician determines the usage of institutional care
it scems appropriate to charge him with the responsibility for its
review, as well as for the review of those services directly provided
by his peers—other physicians. This sort of unified review approach
avoids the fragmented methods employed today. The hearings which
the Finance Committee has held ‘have shown that very substantial
savings have resulted where medical societies and related organiza-
tions—such as medienl eare foundations—have assumed responsibility
for prior approval and review of need for medical, hosiptal, and nurs-
ing home care,

Thus. my proposal would include in the review groups’ mandate,
responsibility for reviewing the totality of care provided patients—
including all institutional care. Commensurate with that responsibil-
ity, cooperation with professional standards review organizations
would be a contractual obligation of insurance carriers, intermediaries,
fiscal agents, and all providers, as well as being required of all public
agencies involved.

Second. under my amendment basic responsibility for the necessary
review work would be lodged. wherever possible and wherever feasible.
at the local community level. Local emphasis is necessary because the
practice of medicine may vary. within reasonable limits, from area to
area. and local review assures greater familiarity with the physicians
involved and ready access to necessary data. Priority shoiild be given
to arrangements with local medical societies—of suitable size—which
are willing and capable of undertaking comprehensive professional
standards review. Other organizations—such as the Kaiser Foundsition
and similar foundations—should also be employed where they are
representative of a substantial proportion of health care practitioners
in a given geographic or medical service area, provided they are doing
n good job.

Of course. the Secretary of Health, Education, and Welfare—who
would contract for the review work—could also contract with a State
medical society in a State where for reasons of size. popttlation, or
choice of local medieal societies, that n_jf{)l‘oh’ch would work ot best.
Thus. in a small or sparsely popitlated State it might be that the State
medical society would provide the inost effective iieans for review.

Under the amendment, the Secretary could use State or local health
departments or employ other suitable means of utidertaking profes-
sional statillards review only where the medical societies were unwill-
ing or unable to do the necessary work. or where théir efforts were
only pro fortia or token. Let me emphasize as strongly as possible that
the thrust of this proposal is to have physicians, as a group, evaliate
physicians and the services they provide and order as individuals.

Now thit T have deseribed some of the structure and some of the
responsibility in my amefidtnent. let ine indicate what the professional
statidiirds review should encompass, and the assurances it shotld pro-
vide to the profession and to the publie, Tt shoiild détérniing that only
medically necessary services are provided by physicians, hospitals,
nursing homes, pharmacies. and so forth. Further, it should determine
that the medically necessary care and services meet, within reasonable
limits of professional standards. Finally. where medieally appropriate.
it should make certain thit less costly alternative modes and sites of
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treatment are brought to the attention of the physician, and that he is
encouraged to employ them. . i

The regular review of all care for all medicare and medicaid patients
should include regular examination of patient, practitioner and other
health care provider services and charges profiles; independent medical
audits; on-site audits; and other professional review procedures. The
Professional Standards Review Organization should applf' norms of
care and treatment by dingnosis, age, and other medically relevant
factors for inpatient ‘and outpatient care. These norms of care and
treatment should be used as checkpoints in evaluating the appropriate-
ness of treatment, and the Professional Standards Review Organiza-
tion should routinely secure, review, and approve written justification
from ‘)hysicinns for departures from these norms. '

Under the proposal, a statewide professional review council would
be established consisting of one representative from each of the local
professional standards review organizations, two physicians desig-
nated by the State medical society, and two physicians from the State
designated by the Secretary as public representatives. The statewide
council could help coordinate review activities within the State and
could regularly review and report to the Secretary on the work of the
local organizations within the State. A statewide advisory group to
the State review couneil could also be established, which could consist
of representatives of mn'jor types of health care providers and prac-
titioners such as hospitals, nursing homes, dentists, pharmacists, and
so forth. This group would serve as a liaison and advisory body to
the State review council. Additionally, it would be expected that the
local Professional Standards Review Organizations would subcon-
tract or retain consultants, such as pharmacists, dentists, or medical
specialists, to provide specialized professional counsel and assistance
in making their reviews, ’ '

Completing the structure, thﬁecrctnr‘v of Health, Education, and
Welfare would establish a national ads isory council to collect and dis-
tribute data and other information—for example, cortiparisons of dif-
ferences in norms of care in different geographic areas—which would
be helpful to State and local review bodies. The national council would
also report regularly to the Secretary and Congress on the overall and
area-by-area effectiveness of the professional standards review pro-
gram. .\ majority of the members of the natiofial council Woﬁl(ll) be
selected from noniiiiees of organizatins representing physicians, with
the balance consisting of representatives of the related services—
pharniacy, dentistry, hospitals, nursing homes, and so forth.

Where a professional standards review organization finds that vol-
untary and educational efforts fail to correct or remedy an improper
situation, it would hold a formal hearing and then transmit its recom-
mendations to the Secretary and other professional or governmental
organizations concerned. Protective appeals procedures would be af-
forded practitioners with respect to wliom sanctions have been
recommended.

Disciplinary recommendations by the Professional Standards Re-
view Organization wotild be in proportion to the offense and may
include: ‘

First. Monetary penalties.

Second. Suspension from Federal programs.
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Third. Exclusion from Federal programs.

Fourth. ‘Civil or criminal prosecution.

Fifth. Movement leading to the suspension or revocation of profes-
sional licensure,

The records of the local Professional Standard Review Organization
would be generally confidential.

‘The recommendation of the Professional Standards Review Orga-
nization would go to the Secretary through the Statewide Review
Council, which would be free to offer the Secretary its own comments
and advice with respect to the local organization’s recommended sanc-
tion, The actual imposition of sanctions would be ordered by the Sec-
retary, who, under the amendment. in considering that order, would
give great weight to the recommendations of the physician organiza-
tion.

To protect conscientious members of review panels, they would not
be liable for damages with respect to the discpharge of their review
duties, nor would an action lie against a person providing information
without malice and believing it to be accurate.

The costs of establishing and operating the Professional Standards
Review Organizations and the various statewide and advisory councils
would be borne by the Federal Government. To the greatest extent pos-
sible, I would exgect that existing comg:ter and other resources would
be utilized and that operations would consolidated wherever feasi-
ble. However, the review activity and responsibility must in every in-
stance rest with the Professional Standards Review Organization. In
other words, Blue Cross and Blue Shield and private health insurers
would not be allowed to assume the basic responsibilities for the physi-
ciang. Such organizations could be employed to provide computer and
similar data to the Professional Standards Review Organization but
no middlemen should do the job for professional medicine.

The professional standards review organizations would also have
the potential of serving as n means of assuring professional control in
health care for the non-medicare and medicaié poptilation. There is
demonstrated capacity in such organization to moderate the rising
costs of health care and to improve the quality of medical service for
all Americans.

T recogitize that the proposed arhendments, if adopted, would effect
changes in the traditional relationship of medical societies and hos-
pitals. Under the proposal, professional staiidards review organiza-
tions would be quite directly concerned with hospitalization—its need,
its duration, and the types and extent of services A)rovided in the hos-
pital. But hospitals, after all, are settings designed to enhance and im-
prove the practice of medicine tinder suitable circumstances, Only
physicians practice medicine. They should assume responsibility for
i\ts proper practice—wherever the location, in office, in hospital, or in

oime,

Again, Mr. President, I will offer this amendmient within the next
few weeks. Hopefully, it will be received in the spirit in which'it will
be offered—as a stimulus for development of an appropriate profes-
sional mechanism for assuring protection of the legitimate interests of
patients, physicians, and the Government. . o

To that end, this bill is offered not as a definitive solution, but basic-
ally as a substantial point of departure to give all concerned an oppor-
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tunity to help us work out the founidation for what I believe may well
be the major step in bringing order and commonsense into what is
rapidly becoming a more and more chaotic and costly situation,

With that in mind, Mr. President, I ask unanimous consent to have
{n‘mte.d at this point in the Recorp an article published in today’s
l%’atshl,r,ngton Post, under the headline “Two Hospitals Raise Room

ates,

There being no objection, the article was ordered to be printed in
the Record, as follows:

Two HosPrraLs RAISE RooM RATES
(By Stuart Auerbach)

Two Washington hospitals today will increase their room charges, signaling the
start of another upward swing in the already high cost of hospital care in the
area,

Georgetown University Hospital, which cares for more than 12,000 patients
a year, will increase the cost of its semiprivate rooms by $5 a day—to $67.

The dally cost of semiprivate rooms at the Washington Hospital Center, the
largest private health facility in the area with more than 385,000 admissions a
year will go up by $7—to $62.

In addition, George Washington University Hospital officials said yesterday,
they are planning to raise room rates soon by a still undetermined amourit.

Georgetown, George Washington and the Hospital Center are the most in-
fluential hospitals in the area and generally set the pace for the other institutions.

The increases at those hospitals come on top of an averaging 16 per cent jump
in the cost of rooms at all hospitals in the area during the past 16 months,

The total cost of hospitalization in the Washington area—including room
charges—already is far above the national average, Group Hospitalization Inc.,
the local Blue Cross plan, reported in June.

GHI officials said this is because both salaries and the cost of living in the
Washington area are among the highest in the nation.

Nationally, the Amerfcan Hospital Assoclation reported that the total cost of
being in a hospital for a day averaged $67.59 last year, an increase of $7 a day.
The cost of hospitalization in Washington was more than $80 a day.

The Hospital Center's increase in the price of a semi-private room amounts to
13 per cent. Private rooms also will go up—from $68 to $75 a day.

The Georgetown Hospital rate increase amounts to 8 percent. Small private
rooms will go up from $75 to $80 a day, and large private room rates will
increase from $80 to $85 a day.

While George Washington Hospital has not decided by how much and when
it will raise its room rates, officials announced increased prices starting today
for such facliities as the operating, recovery and delivery rooms, and the nur-
sery and for medical supplies.

All three hospitals cited rising labor costs as the prime reason for the
increases. In addition, George Washington said it loses money caring for indi-
gent patients from Washington since the city only reimburses it $38 a day—
less than half {ts total medical costs, per patient.

Joseplt Curl, Georgetown’s administrator, said the Increased costs of the new
medical equipment also {8 driving up the cost of hospitalization.

Wages account for at least 60 per cent of hosiptal costs. But GHI officials
safd they have noted that cost of new equipment is taking an increasingly Jerge
percentage of a hospital's budget.

This especially is true of teaching hospitals such as Georgetown, George
Washington and the Hospital Center, which like to have the most modern
equipment possible to train their medical students.

A GHI survey published in June showed that the 21 largest private hospitals
in the area raised their room rates by an average of 14.6 per cent between
February, 1968, and February, 1069. Since then, Prince Georges County Hospital
rafsed its rates.

The individual hospital increases ranged from 7.7 per cent to 30 per cent.
Some increases for semiprivate rooms were $4 a day, but Doctors Hospital
raised its charges $15.
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There are no signs the cost of hospitalization will level off. The American
Hospital Association says that the average daily cost in the natfon probably
will rise to $74.24 this year and $98.37 in 1973.

{From the Congressional Record, Aug. 20, 1970)

SocrAL SECURITY AMENDMENTS OF 1970—AMENDMENT

Mr. Bexxerr. Mr. President, on July 1, T informed the Senate of my
intention to offer an amendment to the social security bill now pending
in the Finance Committee to provide a new system of professional re-
view of health services provided under our Federal health plans. The
proposal was outlined in substantial detail in my speech. At that time,
I indicated that its genesis was in a draft given me by the American
Medical Association, My amendment, however, is more comprehen-
sive and more positive, In addition, it shifts the primary emphasis
for review from State and medical societies to local societies, The
amendment also contains a number of provisions assuring public ac-
countability and responsibility.

That amendment, which I am submitting today, would authorize the
establishment of professional standards review organizations, gen-
erally at local levels, as the primary mechanism to control and mod-
erate the soaring costs of medicare and medicaid.

We have learned from long, hard, and costly experience that the
Federal Government and its various public and private agents gen-
erally have been unable effectively to moritor and assure economical
and efficient use of properly provided health care services in medicare
and medicaid. What we must have are assurances that, in medicare and
medicaid, only services necessary to proper health care are provided;
that those services are provided on a basis consistent with professional
standards; and that where medically appropriate, less costly alterna-
tive modes and sites of health care are called to the attention of the
attending physician. "

Unquestionably, those necessary determitiations can best be made
by health care professionals who recognize and accept the need to pro-
vide those assurances as a legitimate responsibility and concern of
their profession.

Thus, my amendment provides that Professional Standards Review
Organizations would be established in each area of the country, with
the Secretary of Health, Education, and Welfare giving priority
to designating qualified local medical societies as those review
organizations,

Let me explain what is meant by a “qualified” medical society. In
some cases, it would involve groupings of local societies, or possibly
multicounty orgamnizations. In other areas, State medical societies
might be designatéd as the Professional Standards Review Organiza-
tion. In any event, however, a medical society must be willing and
capable of assuming responsibility for the on-going review and ap-
proval of all health care services rendered or ordered by physicians
and of making suitable arrangenients for the review of ot{:er health
care services rendered by nonphysicians. All of this would be under-
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taken in accordance with a formal plan for progressive assumption of
review responsibilities which woulg be approved by the Secretary of
Health, Education, and Welfare.

Whero orgauize(i medicine is unwilling or unable to assume the re-
sponsibilities of a Professional Standards Review Organization, or
where the performance of a particular organization is only pro forma
or token, tlhe amendment contemplates that the Secretary wotild ar-
range for the designation of another private or public organization
or agency which has the professional competence to undertake the
necessary functions.

All Professional Standards Review Organizations initially will be
approved on a conditional basis—not to exceed a period of 2 years.
During that trial period, all existing review mechanisms would con-
tinue to function until such time as the Professional Standards Re-
view Organization effectively and satisfactorily has demonstrated its
capacity to perform an equivalent or superior review. The amendment
would give up none of the review mechanisms we now have until there
is solid proof that the new organization can do better.

The on-going review would involve maintenance and, regular ex-
amination of patient, practitioner, and provider profiles of care and
service. Additionally, the Professional Standards Review Organiza-
tion would be responsible for approval in advance of all elective admis-

-sions to hospitals and nursing homes. Emergency admiissions obviously
shotild not require prior approval, and under my amendment they
would not. There would be a subsequent review and a need for further
approval by the Professional Standards Review Organization where a
physician desires that his patient remain in the hospital beyond the
average stay for patients of a given age and conditioh.

I would stress at this point the fact that objective and impartial re-
view must be provided by a Professional Standards Review Organiza-
tion. Malice and vendettas by members of the review group against
other practitioners are by definition “nonprofessional” and in ihe un-
likely event of such occitrrences, I woiild expect that the Secretary of
Health, Education, mid Welfare, in the absence of imimediate volun-
tary corrective action by the organization would promptly act to ter-
minate the contract with that organization.

Following my July 1 speech, I have talked with a tuiiiber of grotips
representing several healtli'professions and medical specialty organi-
zations, All stressed their interest in peer review. Most expressed con-
cern that review activities be performed by actual peers. In other words,
they feel that any review of a medical specialist such as a neurosurgeon
should be performed by other neurosurgeons. Others stated that re-
view of health services such as physical therapy shoiild be the respon-
sibility of other physical therapists. .

The amendméiit, T believe, essentially and éffectively deals with these
concerns. Responsibility for review is placed with physicians, since it
is the physician who is ultimately responsible for ordering or provid-
ing virtually all health care services, However, the local Professional
Standards Review Organizations would have authority to engage and
would be expected to utilize medical specialists such as neurosirgeons
for specialty review. Similar arrangenients could be made with those
qualified to review physical therapy and other health services.
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Under the amendment Professional Standards Review Organiza-
tions are to apply professionally developed regional norms of care and
treatment in their review process. There is a large body of readilfr
available data on length of hospital stay by age and diagnosis in all
areas of the coiiitry. For example, the Committee on Professional and
Hospital Activities, an organization sponsored by the American Hos-
pital Association, the American College of Physicians, and the Ameri-
can College of Surgeons has developed comprehensive published data
based npon many millions of hospital discharges—which indicate aver-
age lengths of stay by age, diagnosis and areas of the country.

This type of data would be used by the National Professional Stand-
ards Review Council in publishing norms of care by regions for use by
the Local Professional Standards Review Organizations.

During work on the amendment, it became obvious that the present
system o% medicare recertification of need for hospital care makes little
sense from a professional standpoint. Currently, a physician must
recertify as to continuing need for hospitalization at the 12th hos-
pital day. This point was selected arbitrarily, and bears no relation
to whetKer the patient’s age and illness would usually warrant a
lon%,er or shorter hospital stay.

With professionally developed data available, it would be far more
sensible, and efficient, for the Professional Standards Review Organi-
zations to agply the average length of stay for a %iven diagnosis as a
checkpoint for review of contintied need for hospitalization, and this
is what my amendment proposes.

The professionally developed and published norms of care which
would be applied under the proposed amendment are inténded to be
review checkpoints. They are not proposed as barriers to any addi-
tionial care that may be needed beyond the predetermined checkpoint.

There is no intention either in the operation of the Professional
Standards Review Organizations or in the application of norms of
care and treatment to stifle innovative medical practice or procedure
or to inhibit the exercise of reasonable professional discretion. The ob-
jectives of the proposal are reasonableness—not conformism in medical
practice. '

Any information acquired by a review organization in discharging
its responsibilities would in general be confidential and available only
for program purposes or to protect the rights of Pﬁt.ien‘ts, practitioners,
and providers. Violation of confidentiality would be punishable by up
to 6 months imprisonment and a fine of up to $1,000.

Many of the provisions in the amendment are patterned after medi-
cal society sponsored fouiidations, such as the San Joaquin and Sacra-
mento Foundations in California. ~

Spokesmen for these foundations testified before the Finance Com-
mittee that it wotild be easier for them to do an effective job of review
if they could also assume responsibility and risk with respect to the
review and payment of claims.

I have included in iny amendment a provision authorizing demon-
stration programs so that the Secretary can contract with Professional
Standards Review Organizations on an insired basis, This would per-
mit comparison of results between Professional Standards Review
Organizations where risk is assumed and those where no risk is
undertaken.
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Mr. President, the intent, substance, and safeguards of my amend-
ment may be determined through a reading of the amendment itself
and a section-by-section summary of its provisions. I, therefore, ask
unanimous consent that both the amendment ! and the summary be
printed in the Record at the conclusion of my remarks.

I do not contend that the amendment is incapable of improvement.
It is, however, the product of a great deal of effort and consultation.
Hopefully, during the course of the next several weeks and during
public hearings on the social security bill in SeEtember, the amend-
ment can be refined and further improved on the basis of the informed
and thoughtful comments and suggestions of concerned and interested
citizens and organizations.

All of us, Mr. President, share a common concern with the need to
assure reasonable professional controls in medicare and medicaid—
in fact, in our entire health care system.

The amendment which I submit today was prepared and is offered
in a spirit of meeting the legitimate concerns of millions of citizens who
depend upon medicare and medicaid, the professions concerned with
providing health care, and the public interest in general. I invite all
of my coT]eagues to join with me in sponsoring this amendment,

The summary, presented by Mr. Bennett, is as follows:

PROFESSIONAL STANDARDS REVIEW—MEDICARE AND MEDICAID
SECTION-BY-S8ECTION S8UMMARY OF AMENDMENT

Declaration of purpose

SEc. 1151, Purpose of the subtitle is to promote effective, efficient and economical
delivery of health services for which payment may be made under the Social Secu-
rity Act, through application of professional standards review procedures which
would assure that such services are of appropriate quality, and are provided only
when necessary and then in the most economical fashion consistent with profes-
sional recognized health care standards.

Designation of Professional Standards Revico Organization (PSRO)

SeEc. 1152, The Secretary of Health, Education, and Welfare shall at the
earliest practicable date, but prior to January 1, 1972, enter into agréenients in
each area of the United States with qualified organizations to serve as Profes-
sional Standards Review Organizations (PSRO). .

In making such agreements, the Secretary would give first priority to local
medical societies or subsidiary organizations which represent a substantial por-
tion of physicians in the area. Where such groups are unable or unwilling to
enter into agreements, the Secretary would make such agreements with other
private nonprofit, publie, or other agency or organization with professional
competence,

The agreement shall provide that the designated organization will perform
the duties and fiinctions of a PSRO and that the Secretary shall pay for reason-
able and necessary expenses. Agreements shall be for periods of 12 months, and
may be terminated by the organization npon reasonable notice, or by the Secre-
tary after a formal hearing.

Review pending degignation of Professional Standards Review Organizations

Sec. 1153, Pending assumption of responsibility, and demonstration of capacity
for improved review efforts by a PSRO, presently authorized review and audit
activities shall be continued.

Trial period for Professional Standards Review Organizations

SEc. 1154 (from the PSRO). The Secretary shall, after recipt and approval of
a formal plan for progressive assumption of full responsibility, Initially desig-

1 The amendment {s not reproduced in this document.
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nate an organization as a PSRO on a conditional basis, During the trial period
(not to exceed 24 months) the Secretary may require the I'SRO to perform only
such duties and functions as he deems them capable of performing. Assumption
of responsibility for duties should proceed in accordance with the approved plan,
80 that at the end of the trial period, the I'SRO is performing all required duties
and functions. -

An agreement by which an organization is conditionally designated <3 a PSRO
may be terminated by either party on 90 days’ notice.

Any duties and functions not performed by a P’'SRO during the trial period
shall continue to be performed as presently authorized. The Secretary is author-
lzed to waive any other review requirements where he finds, based on substan-
tial evidence, that the PSRO meets or exceeds those requirements.

Duticg and functiona of Professional Standards Revicie Organization

SEc. 1153, It shall be the duty and function of each PSRO to assume responsi-
bility for review of the professional activities of henlth care practitioners and
providers with respect to health care services for which payment may be made
under the Social Security Act. Such review shall be for the purpose of determin-
ing whether the services are necessary to proper health care: meet recognized
professional standards of health care; and are provided in the most economical
fashion consistent with recognized standards of care.

Eunch PSRO shall also determine, in advance, that elective inpatient admis-
sions of extended, costly out-patient courses of therapy meet the above criteria.
Hospital admissions shall be approved for periods certain related to patient
uge and diagnosis; and recertification by the attending physician shall be
necessary for extensions of the period initially approved.

Each PSRO shall be responsible for the development, maintenance and review
of practitioner, patient, and provider service profiles.

Each PSRO is nuthorized to: utilize specinlists ax needed in the review pro-
ross ; undertake necessary professional inquiries ; and examine pertinent records
and sites of care,

Norms of health care services for various ilincxses or health conditions

Sec. 1150. Each PSRO shall apply professionally-developed and published
norms of care and treatment based upon patterns of practice in the region as
principal points of evaluation and review in determining quality and medical
necessity of services.

Where actual norms is an area diffier significantly from reglonal norms, the
PSRO ean, with approval of the National Professional Standards Review Coun-
cll, apply such norms in its geographic area. The National Review Council shall
prepare and distribute to each PSRO appropriate materinls concerning the re-
gional and national norms to be utilized as initial checkpoints,

Submission of reports by professional stewdards revicw organizations

SEc. 1157. If a PSRO deterniines that a practitioner or provider has violated
any obligntion imposed by Sec. 1160, the PSRO shall transmit n report of findings
and recommendation to the Secretary through the Statewlde Professional Stand-
ards Review Councli, which shall transmit the report and recommendsations
along with such comments as the Statewide Council deems approprinte.

Requirement of review approval as condition of payment of claims

SEc. 1158. Where n PSRO has reviewed and disapproved a proposed health
care service, and has prior to the provision of such service, notified the practi-
tioner and provider and the patient of the disapproval, no Federal funds ap-
proprinted under the Social Security Act shall be used for the payment of any
claim for the provision of such disapproved services.

Notice to payor of disapproved claim

SEc. 1159, The PSRO, upon disapproval of a proposed service, shall promptly
notify any claims payment ngeney concerned of such disapproval,
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Obligation of Health Care Practitioner and Providers of Hcalth Care Serviccs—
Sanctions and Penaltics

Skc, 1160, It shall be the obligation of any health care practitioner or provider
to assure that the services they provide, for which payment may be made under
the Social Security Act will be provided : only when medically necessary ; will
meet recognized professional standards of health care; and in the case of in-
patient services will be provided in the most economical facllity consistent with
professionally recognized health care standards,

If after reasonable notice and opportunity for discussion, n PSRO finds that
a practitioner or provider has consistently failed to comply or has flagrantly
failed to comply with his obligations, the PSRO may then recommend to the
Secretary (and he may require) that such practitioners or providers pay a
monetary penalty not to exceed $3,000 (as a condition of remaining eligible for
program payments for his services) or the Secretary may temporarily or perma-
nently exclude such practitioner or provider from the program.

Hearings and Review

Nece. 1101, Whenever a1 PSRO takes any action which denies approval of a
proposed service, or indicates that a practitioner or provide has violated the
ubligation fmposed upon him, the PSRO shall give notice to the practitioner or
provider, and provide an appropriate opportunity for discussion and review.

Following such discussion and review any practitioner or provider who re-
mains dissatistied shall, upon request to the Secretary, be entitled to a hearing
by the Secretary. Within 30 days after hearing the Secretary shall make a final
determination on the matter.

A practitioner or provider who is dissatisfied with this final determination
may within 60 days appeal such determination to the coutts.

Ntatewide Professional Standards Revicw Councils: Advisory groups to such
Councils

Sec. 1102, In each State with two or more Professional Standards Review
Organtzations the Secretary shall appoint a Statewide Professtonnl Standards
Review Counell consisting of one representative from each PSRO, two physicians
designated by the State Medical Society and two physicians from the State se-
lected by the Secretary as public representatives.

It shall be the function of each council to coordinate the activities of and dis-
seminate data among the various PSROs and promptly to transmit to the Sec-
retary reports and recommendations recetved from the PSROs.

The Secretary shall make payments to cover reasonable and necessary
expenses,

Each Statewide Counci! shall be advised and assisted by an Advisory Group
consisting of representatives of the varlous types of health cate practitioners
fother thian physiciuns) and providers, providing covered health eare services in
u State which it shall select in accordance with regulations prescribed by the
Secretary,

National Professional Standards Review Council

SEC. 1163, There shall be established n Nationnl Professtonal Standirds Review
Counell consisting of eleven physiclans appointed by the Secretary for three-year
terms, A majority of the members of the Council shall consist of physielans of
recognized standing and distinetion in the appraisal of medical practice nomi-
nited by one or more nationnl organizations representing practielng physicians.
The Neeretary shall provide such personnel and other assistance as may be neces-
sury for the Council to earry out its functions,

The Council shall advise the Secretary In the administration of this part;
distribute among Statewide Councils and PSROs pertinent information and
data: review the operation of PSROs with a view to determining their compara-
tive effectiveness and performance; and approve or disapprove requests of
PSROs for usage of other than regional norms, The National Council shall, at
least annudlly, submit to the Secretary and the Congress n report on its activities,
nm} compaintive data indiéiiting the results of review activities in each State
and area.
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Application of this amendment to certain State programs recciving Federal
financial assistance

Sec. 1164. Provisions of this amendment shall apply to the operation of any
State plan approved under the maternal and Child Health, Medicaid, Intermedi-
ate Care, and any other health care or healthi care related programs.

Corrclation of functions between Profcssional Standards Review Organizations
and administrative instrumentalitics

Sec. 1165, The Secretary shall by regulation provide for correlation and co-
operation between carriers, intermediaries, government agencies and PSROs,
Such cooperation shall include usage of existing mechanical and other data
gathering capacity.

Prohibilion againat disclosurce of information

Sec. 1166. Any information acquired by a PSRO in the discharge of its func-
tions shall be held in confidence, except as may be necessary to carry out the
purposes of this part or to assure adequate protection of the rights of patients,
practitioners or providers, Disclosures of information other than for such suthor-
ized purposes shall be unlawful and shall upon conviction be punishable by a
fine of up to $1,000 and imprisonment for up to 6 monthy,

Limitation on liability for persons providing information and for members and
cmployees of PNROs

Sec. 1167, Persons providing information and members or employees of
PSROs shall in general not be liable if such information were genuine, and if
any actions taken are not motivated by malice. An action shall be deemed to be
motivated by malice if the individual or PSRO has consistently fafled {mpar-
tinlly to take simiiar action in similar circumstances involving other persons or
providers.

Federal ownership of files, records and malerial

Skc. 1168. All files, records and materials of a PSRO or a Statewide Council
shall be the property of the United States.

Authorization for use of certain funds to administer the provisions of the part

Sec. 1169. Expenses incurred In the adnithistration of this part shall be payable
from the Hospital Insurance Trust Fund, the Supplementary Medieal Trust Fund,
and funds approprinted for other Titles of the Soclal Security Act in such pro-

portion as the Secretary deeins to be equitable.

Authorization of demonstration profects

SEc. 1170. The Secretary is authorized to enter into agreements (ending not
later than 1975) with such number of PSRO's as are necessary to pernift a com-
parison of results where a PSRO assumes a financinl risk for the payment of
.\l(ol({llcnre claims in contrast to areas where a PSRO does not assume finnnciat
risk.

Where a PSRO indicates a willingness and capacity to assume financinl re-
sponsibility for the review and payment of all claitis, reimbursement to such
PPSROs may be made on a capitation, prepayment, insured or related basis for
renewable contract periods not exceeding one year. Such amounts may not ex-
ceed per capita beneficlary costs in the area concerned dtiring the preceding 12-
month period.

Where such agreements are negotiated provision shall be made for the PSRO
to assume a risk by making payments for physicians' services at a rate not in
excess of 80% of otherwise allowable amounts for such services.

Any sums remaining at the end of the agreement period shall be divided so
that the Government recefves §0%% of the savings. The Government shall also re-
ceive amounts, if any, remiining after the PSROs have received the 20 percent or
other risk factor withheld dnd an {itcentive payment not in excess of 25% of 1009
of the physicians’ allowable program charges during the agreement period.

Renewable agreements shall be at the base or initinl year rate of payments
adjusted for appropriate increases, if any, in the unit costs of covered services
during the prior year. :
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{From the Congressional Record, Jan, 5, 1072}
PROFESSION AL STANDARDS REVIEW FOR MEDICARE AND MEDICAID

Mr. Bexxerr. Mr, President, today I offér an amendment to ILR. 1
authorizing the establishment of Professional Standards Review Orga-
nizations thronghout the United States,

This amendment is virtually identical with the Professional Stand-
ards Review provision supported by the Departinent of Health, Eduea-
tion, and Welfare, and approved by the Finance Committee and the
full Senate as part of H.R. 17550, the “Social Security Amendmeiits
of 1970." What few changes I have made in the amendiitent are essen-
tinlly of a technieal and conforming nature. apart from incorporation
into the amendment itself of language and intent expressed in the
Finance Committee report on the PSRO provisions, The prineipal
change—section 1159—involves the addition of specific lntiguage assur-
ing and safegnarding the right of a patient to appeal iin adverse de-
cision of n PSRQ. ‘

The Professional Standards Review Organizations would be foried
hy practicing physicians themselves who would assume responsibility
for reviewing the care and services provided under medieare and
medicaid. in order to assure thiit such services are medieally necessary
and meet proper quality standards. The review activity would be a
sophisticated process whieh woulid encompass the use of provider,
patient, and practitioner profiles. and professionally developed norms
as review checkpoints. . * -

The amendment is so struetured that practicing physicians rather
than Government agencies or insurance company personnel will decide
whethier eare was necessary and of proper qaality. At the same time,
I have built nuinerous safeguards into the amendiiient to assure public
aceounttibility and proper and professional monitorihg of the review
orgaiiizations. These safeguards, while realistic and substantial. are
designed so0 as not to haniper effective day-to-day decisiotimaking at
the loeal levels.

Mr. President. all of us in this Congress arve familiar with the prob-
lem of the rapidly rising costs of health care. These rising costs affect
all citizens throngh inereased taxes, insurinee premiufiis arid medical
hills. In addition, rising health eare costs fall disproportionitely on
those who have the greatest need for health services—the chronically
ill. the aged, and the poor. Many of us are all too familiar with the
fact that increasitig heiilth care costs have resulted in a projected def-
ivit totaling at least $242 billion in the medieare program over the
next 25 vears, It is less well known that the increase in health care
costs has also resulted in the aged payiiig about as much now for
medical eare per yenr as they were paying prior to the enactment of
medicare.

In addition to the rapidly rising cost of health care, a problem exists
with respect to the giiality of that eare. The Comiittee on Finanée
held two extensive series of hearings on health earve in 1970. In the
spring of 1970, we held oversight hearings on nietlicdre and medieaid
and. in the fall. we held hearings on the social security amendiments
which contained many medieare changes. During the course of tliose
hearings. disturbing testimony was heard bearing on the quality of
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health care. We heard practicing physicians testify to the effect that
in many areas of the country a good deal of unnecessary and avoid-
able surgery was being performed and excessive and inappropriate
health care services provided. We learned of significant variations be-
tween sections of the country in the lengths of hospitalization for
similar patients having a given illness,

As these probles of rising costs. unnecessary services amd uneven

-quality became apparent. the most disturbiiig fact was that in most

areas of the country no effective review mechanism exists whereby
practicing physiciains can in organized and publicly accountable
fasliion. determine on a comprehensive and ongoing basis if services
are medically necessary and if they meet quality standards. This
amendment wotld go a long way toward correcting that intolerable
sitnation,

Mr. President. T ask unanimous consent that the section of the
Finance Comniittee Press Release No. 66, dated September 30, 1970,
deseribing the Professional Standards Review Organization itmeéril-
ment, as approved by the Committee, appear at this point in my
remarks.

There being no obsjection, the summary was ordered to be printed in
the Recorn, as follows:

SUMMARY OF THE AMENDMENT

The professional standards review mechanism would take effect along the
nllowing lines:

The Secretary of Health, Education, and Welfare would, after consultation
with national and local health professions and agencies, designate appropriate
PSRO areas throughout the Nation. This would be done by January 1, 1973,
Aren may cover an entire State (particilarly those with smaller populations)
or parts of a State, but generally a minimum of three hundred practicing doetors
would be included within one PSRO area. Tentative area designations could be
modified if, as the system was placed into practice, changes seemed desirable,
The Secretary would also, in consultation with professional and other concerned
organizations and interests, develop prototype review plans and would ald in
the developient of such plans with the view to securing acceptable arrangements
for PSRO's in all areas and to gain experience with several patterns.

Organizations representing substantinl numbers of physicians in an arep, such
as medical foundations and medical societies, would be invited and encouraged
to submit plans meeting the requirements of the programs. Where the Secretary
finds that such organizations are not willing or cannot reasonably be expected
to develop capabiiities to carry out PRRO functions in an effectlve, economienl
and timely manner, he may then enter into PSRO agreements with each other
agencles or organizations with professional competence as he finds are willing and
capable of carrying out PSRO functions. Formal plans would specify the extent
and nature of cooperating arrangements with all agenclies necessary to proper
administration of the program. ,

It is expected that an acceptable plan will be one which encompasses in its
proposed activities and responsibilities to the greatest extent possible physicians
engaged In all types of practices in the PSRO area, {.e. solo, group, hospital atnd
medical school-based practice, ete.

The Secretary would approve those plans which can reasonably be expected
to fmprove and expand the professional review process. The initial approvil
is to be made on a conditioiil basis, not to exceed two years, with the review
organizations operating concurrently with the present review system. During
the transitional period, earriers and intermediaries (in the case of Medicare)
ure expected to abide by the decision of the PSRO where the PSRO has acted.
This reliance will pernit a more complete appraisal of the effectiveness of the
condittonally-approved PSRO.

In arens where no.adequate plan was initially submitted. the Secretary will
seek to ald in the Improvement and expansion of plans offered and to develop
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plans through his own efforts, based upon organizations with professional com-
petence such as State or local health agencles or claims puying organizations
such as earriers and intermediaries if necessary.

Once an organization is accepted, the Secretiry with the assistance of the
Statewlde organization and the National Advisory Council would monitor the
performance of the PSRO plans using statistical and other approprinte means of
evaluation, Where performance of an organization was determined unsatis-
factory, and his efforts to bring about prompt necessary improvement fail,
he could terminate its participation, after approprinte notice and opportunity
for adibinistrative hearing by the Secretary, if requested.

Provider, physician and patient profiles and other relevant data would be
collected and reviewed on an ongoing basis to the maximum extent feasible
to identify persons and institutions that provide services requiring more exten-
sive review., Reglonal norms of care would be used in the review process as
routine checkpoints In determining when excessive services may have been
provided. The norms would be used in determining the point at which physiclan
certifieation of need for continued institutional care would be made and re-
viewed. The physieian, provider and patient profiles and other data would be
collected in ways determined by the Seeretary to be most efficient. The initinl
priority in assembling nnd using data and profiles would be assigned to those
nrens most produetive in pinpointing problems so as to conserve physician thne
and maximize the produetivity of physician review. The PSRO would be per-
mitted to employ the services of qualified personnel, such as registered nurses
who could, under the direction and control of physicians, aid in assuring effective
and thnely review., ) )

Where advance dapproval by the review organizations for institutional admis-
sion is required. such approval woulid provide the basis for a presumption of
medieal necessity for purposes of Medicare and Medicaid benefit payments. How-
over, if the review organization finds that ancllliry services provided subsequent
to its approval are excessive, payment under Medicare and Medicald would be
denfed with respeet to sneh excessive services,

Failure of a physician, institution or other health care supplier to seek ad-
vanee approval where required may be considered cause for disallowance of
uffected claims,

In addition ta acting on its own initiative, the review organization would re-
port on matters referred to it by the Secretary. It would also recommend ap-
propriate nction against persons responsible for gross or contiitued overuse of
services, use of services in an unnecessarily costly manner, or for inadequate
quality of services: and would act to the exteint of its authotrity or influence
to correct improper activitles,

The Seerotary would be authorized upon recommendation of the PSRO to re-
cover eost of excessive services—up to £5.000—from the practitioner, supplier
or institution at fault,

A Natfonal Professional Standards Review Council—composed of physieians
with n majority selected from noniinees of national organizations representing
practicing physielans, and in addition physcians recommended by consumers and
other health care interests—would be established by the Secretary to review the
operations of the local aren review organizations, advise the Secretary on their
effectiveness and make recommendations for their improvement,

Those persons engaged in review activities woiild he exempt from lability for
netions taken in the proper performance of these duties. In additich, physicians,
providers and others involved In the delivety of care wonld he exempted from
linbility arising from conformity to the recommendations of such review
organizations,

Mr. Bexxerr. Mr, President. T would like to again point out that
organized medicine has also recognized the need for an efféctive formal
cost and qiiality review mechanisin-for health care.

As T stated on July 1, 1970, in my first speech on the Professional
Standards Review Organization proposal. T welcomed the opportunity
to review the American Medieal Associdtion’s own peer review pro-
posal. As T considered it, it became clear to me that to be effective.
the AMA peer rveview proposal woiilld have to be substantially
strengtheiied and expanded and piiblic interest safegnards should be
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added. An appropriate amendment incorporating such necessary
changes was developed and introduced by me on August 20, 1970.

Mr. President. I think it would be helpful to briefly review events of
the past year or so, in relation to the PSRO amendment. Following
introduction of the amendment: tlic Committee on Finance held public
hearings on social security amendments—including the PSRO pro-
posal. During the course of those hearings, construetive suggestions
were received from a variety of interested organizations and indi-
viduals, including hospital and medical organizations. The amendment
was then considered in executive session, by the Finance Committee.
The conimittee modified the amendment so as to include the construc-
tive changes proposed duritig the hearings. As modified. the commit-
tee approved the amendment.

During floor consideration of the social security amendments in the
Senate late in 1970. a motion was offered to strike the PSRO pro-
visions. That move was overwhelmingly defeated. As Senators are
aware, we were unable to arrange a conference with the House on the
socinl security amendments due to the late date in the congressional
session, so that the amendmeits did not becoine law.

I have been pleased that. as time has passed. the Professional Review
amendment has gained incrensed support from those who have studied
the proposal. incliiding many medieal societies and organizations.

Most recently. during initial heavings by the Finance Committee in
July 1971 on H.R. L. Secretary Richardson reiterated his support for
the professional standards review approach and requested atithority to
proceed with formal implementation of these mechanisms.

In addition to gaining official support over the past year or so, the
PSRO concept has become a working rea)ity in States such as New
Mexica, Colorado., and Georgia. o

In New Mexico, for example, the State has turned over complete
responsibility for medieaid medical review to an organization estab-
lished by the physicians of the State. That organization was consciously
structured along the lines of the PSRO amendment. It has effectively
and equitably moderated medicaid costs which had previously soared
out of hund. It has provided assurances that care of proper qtality is
being provided. .\s one of théir first functiohs, the New Mexico doctors
undertook a complete evaluation of each and every skilled nursing
home patient. They determined. among other findings, that some 35
percent of the medicaid popiilation in nursing homes were 1ot in need
of institutional care. This, to me, is draihatic evidence of the PSRO
potential, Additionally, they are finditig and scting to correct. cases of
under-utilization such as materiiity paticiits who receive no prenatal
care. They are also havihg an inipact on the quality of care. For ex-
ample, they have found instances where major abdominal surgery is
perforiited without any X-rays prior to surgery. They are taking posi-
tive action to corvect this type of deficieney and siniilar sitiiation in
the future. -

In Colorado. the PSRO has reduced medicaid average lengths of
hospital stay by more than 1 full day. Admissions to hospitals have
been reduced by approxiniately 10 percent as well.

;I;hoso are the kinds of results which PSRO can be expected to
achieve.
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Mvr, President, the establishmient of Professional Standards Review
Organizations throughout the country would mean that each physi-
cian, as an integral part of his own professional responsibilities, would
formally assume a shared responsibility for reviewing the quality of
medical practice in his community.

In closing, I would like to make two points. First, I believe that the
PSRO proposal becomes increasingly important in view of current
legislative trends in health care. Any expansion of Federal health
insurance obviously increases the need for a cost and quality review
mechanism. Additionally, any emphasis on the use of Health Main-
tenance Organizations as a cost control mechianisii deinands the exist-
ence of an effective quality review mechanism capable of monitoring
underservicing as well as overutilization of services.

Second, I want to reiterate that my amendment is firmly based on
the principle that only physicians are capable of deciding whether a
service is medically necessary or meets proper quality standards.
Therefore, peer review must mean just that—only physicians should
review physicians. As Chairman Wilbir Mills stated succinetly in a
recent speech in Atlanta. Ga., favorably discussing PSRO: “Physi-
cians represent the master key : theve are no copies.” Public agents and
fiscal intermediaries should not second-guess individual determinations
made in the cotirse of peer review. Obviously, the public interest must
be safeguarded. However, while oiily peers can review peers if my
amendment becomes law, the (Government, the public, m:fl' the profes-
sions can and shoiild siidit the review process itself to determine what
review activities are occurriig. Additionally, we can and should re-
view aggregate statistics from each review organization in order to
determine the overall effectiveness of the review process.

Mr. President, I believe that the relationship between the patient,
the physician. and the Government is at a crossroads in America today.

The pressures for increased governmental involvement in the day-
to-day practice of medicine are increasing continually as we move to-
ward expanded goverimental financing of health care. Economics,
cominonsense, and morality each denidind that the Governiment take
an inereasingly active role in dealing with the cost and the quality of
medical care.
~ TIsincerely believe that the amendriiént I now send to the desk repre-

sents the best and perhaps the last opportunity to fully safeguard the
public's concern with respect to the cost and quality of medical care
while., at the same time, leaving the actual control of ' médical practice
in the hands of those best qualified—America’s physicians.

Mr. President. I ask unanimious consent that a section-by-section
analysis and the text of the aniéfidment itself appear at this point in
the Record.

There being no objection, the analysis and amendment were ordered
to be printed in the Record, as follows:

The summity, presented by Mr. Bennett, is as follows:
PROFESSIONAL STANDARDS REVIEW——MEDICARE AND MEDICAID
SECTION-BY-SECTION BUMMARY OF AMENDMENT

Declaration of purpose

Sec. 1151, Purpose of the subtitle is to promote effective, efficient and eco-
nomical delivery of health services for which payment may be made under the
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Social Security Act, through application of professional standards review pro-
cedures which would assure that such services are of appropriate quality, and are
provided only when necessary and then in the most economical fashion consistent
with professional recognized health care standards. .

Designation of Professional Standards Revicw Organization (PSRO)

Sec. 1152, The Secretary of IHealth, Education, and Welfare shall at the
earliest practicable date, but prior to January 1, 1973, enter into agreements In
each area of the United States with qualitied organizations to serve as Profes-
stonal Standards Review Organizations (P’SRO).

In making such agreements, the Secretary would give first priority to local
medienl organizations which represent a substantial portion of physicians in the
area, Where such groups are unable or unwilling to enter into agreements, the
Secretary would make such agreements with other private nonprofit, public, or
other agency or organization with professional competence,

The agreement shall provide that the designated organization will perform
the duties and functions of n PSRO and that the Secretary shull pay for reason-
able and necessary expenses. Agreements shall be for periods of 12 months, and
may be terminated by the organization upon reasonable notice, or by the Secre-
tary after a formal hearing.

Revicw pending designation of Professional Standards Revicwe Organization

Sec. 1153. Pending assumption of responsibility, and demonstration of capacity
for improved review efforts by a PSRO, presently authorized review and audit
activities shall be continued.

Trial period for Professional Standards Review Organization

SEec. 1154, The Secretary shall, after receipt and approval of a formal plan for
progressive assumption of full responsibility, initially designate an organization
ns 1 PSRO on a conditional basis. During the trial period (not to exceed 24
months) the Secretary may require the PSRO to perforin only such duties ana
functions as he deems them capable of performing. Assumption of responsibility
for duties should proceed in accordance with the approval plan, so that at the
end of the trinl period, the PSRO is performing all required duties nand functions.

An agreement by which an organization is conditionally designated as a PSRO
may be terminnted by either party on 00 days’ notice.

Any dutles and functions not performed by a PSRO during the trial period
shall contintie to be performed as presently nuthorizod The Secretary is author-
ized to waive any other review requirements where he finds, based on substantiiil
evidence, that the PSRO meets or exceeds those requirements.

Duties and functions of Professional Standards Review Organization

Sec. 1155, It shall be the duty and function of each PSRO to assume respon-
sibility for review of the pmfcqclonnl activities of health care practitioners and
prm'ldorq with respect to health care services and items for which payment may
e made under the Socinl Security Act. Such review shall be for the purpose of
determining whether the services are necessary to proper health care; meet
recognized professional standards of health eare; and are provided in the most
cconomical fashion consistent with recognized sttmdnrdq of care,

Ench PSRO inay also determine, in ndvance, that elective inpatient admissions
or extended, cnctl\ out-patient courses of therapy meet the above criterin. Hos-
pital admissions shall be approved for certain periods related to patient age anid
dingnosis; and recertification by the attending physician shall be necessary
for extensions of the period initinllv approved.

A PSRO is nuthorizeil to accept “in-lonse” hosiptal review to the extent it
meets the requirements and responsibilities of the PSRO,

inch PSRO shall be responsible for the development, maintenance and review
of practitionér, patient, and provider service profiles,

Fach PSRO is anthorized to: utilize specialists ng needed in the review process
undertake necessary professional inquiries; and examine pertinent records
and sites of care.
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Norms of hcalth carc services for various illncsscs or health conditions

Sec. 1156, Each PSRO shall apply professionally-developed and published
norms of care and treatment based upon patterns of practice in the region as
principal poiuts of evaluation and review in determining quality and medical
necessity of services,

Where actual norms in an area differ significantly from regional norms, the
PSRO can, with approval of the National Professional Standards Review
Couneil,apply such norms in its geographic area. The National Review Council
shall prepare and distribute to each PSRO appropriate materials concerning
the regionai-and national norms to be utilized as initial checkpoints,

Submission\u( reports by Profcssional Standards Rcevieww Organization

Sec. 1157, If a PSRO determines that a practitioner or provider has violated
any obligation imposed by Sec. 1160, the PSRO shall transmit a report of
findings and recommendation to the Secretary through the Statewide DProfes-
sional Standards Review Council. which shall transmit the report and recom-
mendations along with such comments as the Statewide Council deems ap-
propriate,

Requirement of revicic approval as condition of payment of claims

Sec. 1158, Where a PSRO has reviewed and disapproved a health care serv-
ice, and has notified the practitioner and provider and the patient of the dis-
approval, no Federal funds appropriated under the Social Security Act shall be
used for the payment of any claim for the provision of such disapproved services.

The PSRO, upon disapproval of a proposed service, shall promptly notify any
clnims payment agency concerned of such disapproval.

Sec. 1130, Provides beneficiaries and recipients with right to appeal adverse
PPSRO decisions to Statewide PSRO Councils and Secretary of HEW where
amount involved is £100 or more.

Obligation of Health Care Praétitioner and Providers of Health Care Scrvices—
Sanctions and Pcnaltics

SEc. 1160, It shall be the obligation of any health care practitioner or provider
to assure that the services they provide, for which payment may be made under
the Social Security Act, will be provided: only when medicnlh necessary ; will
meet recognized professional standards of health care; and in the case of in-
patient services will be provided in the most economical facility consistent with
professionally recognized health care standards.

If after reasonable notice and opportunity for discussion, a ’'SRO finds that n
practitioner or provider has consistently failed to comply or has flagrantly failed
to comply with his obligations, the PSRO may then recommend to the Secretary
(and he may require that such practitioners or providers pay an amount related
to the cost of unnecessary or excessive services not to exceed $5,000 (ns a condi-
tion of remaining eligible for program payments for hig services) or the Secre-
tary may temporarily or permanently exclude such practitioner or provider
from the program).

Noticc to Practitioner or Provider

Sec. 1161, Whenever a PSRO takes any action which denies approval of a
proposed service, or indicates that a practitioner or provider has violated the
obligations iniposed npon him, the PSRO shall give notice to the practitioner or
provider, and provide an appropriate opportunity for dlscuqslnn and review.,

Statewide Professional Standards Revicwe Councils: Advigory groups to such
Councils

SEc. 1162, In each State with three or more Professional Standards Review
Organizations the Secretary shall appoint a Statewide Professional Standards
Review Conneil consisting of one representative from each PSRO, two physicians
designated by the State Medical Soclety, two physicians nominated by the State
Hospital Assoclation and four public members knowledgeable in health care
from the State selected by the Secretary as public representatives.
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It shall be the function of each council to coordinate the activities of and dis-
seminate data among the various PSROs and promptly to transmit to the Secre-
tary reports and recommendations received from the I’SROs and to otherwise
assist the Secretary.

The Secretary shall make payments to cover reasrnable and necessary
expenses.

Each Statewide Council shall be advised and assisted by an Advisory Group
consisting of representatives of the various types of health care practitioners
(other than physicians) and providers, providing covered health care services
in a State which it shall select in accordance with regulations prescribed by the
Secretary.

National Professional Standards Review Conncil

SEC. 1163, There shall be established a National Professional Standards Re-
view Councll consisting of eleven physiclans appointed by the Secretary for
three-year terms. A majority of the members of the Council shall consist of
physicians or recognized standing and distinction in the appraisal of medical
practice nominated by one or more national organizations representing practic-
ing physicians. The Secretary shall provide such personnel and other assistance
as may be necessary for the Council to carry out its functions,

The Council shall adzise the Secretary in the administration of this part: dis-
tribute among Statevide Councils and PSROs pertinent information and data;
review the operation of PSROs with a view to determining their comparative
effectiveness and performance; and approve or disapprove requests of I’'SROs
for usage of other than regional normms, The National Council shall, at least an-
nually, submit to the Secretary and the Congress a report on its activities, and
comparative data indicating the results of review activities in each State and
area.

Application of this amendment to certain State programs recciving Federal
financial assistance

SEc. 1164, Provisions of this amendment shall apply to the operation of any
State plan approved under the Social Security Act as health care programs.

Corrclation of functions between Professional Standards Revicw Organizations
and administrative ingtrumentalitics

SEC. 1163. The Secretary shall by regulation provide for correlation dnd cooper-
ation between carriers, lnternwdinries government agencies and PSROs, Such
cooperation shall include usage of exlsﬂng mechanical and other data gathering
capacity where appropriate.

Prohibition against disclosurc of information

Sec. 1166. Any information acquired by a PSRO in the discharge of its func-
tions shall be held in confidence, expect as may be necessary to carry out the pur-
poses of this part or to assure adequate protection of the rights of patients, prac-
titioners or providers. Disclosures of information other than for such authorized
purposes shall be unlawful and shall upon conviction be punishable by a fine
of up to $1,000 and imprisonment for up to 6 months.

Limitation on liability for persons providing hiformation and for members
and employces of PSR0Os8

SEc. 1167, Persons providing information and members or employees of PSROs
shall in general not be liable if such information were genuine, and if any
actions taken are not motivated by malice. An action shall be deemed to be
motivated by malice if the individual or PSRO has consistently failed impartially
to take similar action in similar circumstances involving other persons or
providers.

Authorization for use of certain funds to administer the provisions of the part

Sec. 1168, Expenses incurred in the adniinistration of this part shall be pay-
able from the Hospital Insurance Trust Fund, the Supplementary Medical Trust



67

Fund, and funds appropriated for other Titles of the Soclal Security Act in such
proportion as the Secretary deems to be equitable.

Skc. 1169, The Secretary is authorized to provide all necessary tectinical assist-
ance to appropriate organizations in developing a plan for designation of such
organizations as PSRO's.

Authorization of demonstration projects

Sec. 1170. The Secretary is authorized to enter into agreements (ending not
lat-r than 1973) with such number of PSROs as are necessary to permit a com-
parison of results where a PSRO assumes a financial risk for the payment of
.\ileglcnre claims in contrast to areas where a PSRO does not assume financial
r s »

Where a PSRO indicates a willingness and capacity to assume financial respon-
sibility for the review and payment of all claims, reimbursement to such PSROs
may be made on a capitation, prepayment, insured or related basis for renewable
contract periods not exceeding one year. Such amounts may not exceed per capita
heneficiary costs in the area concerned during the preceding 12-month period.

Where such agreements are negotiated provision shall be made for the PSRO
to assume a risk by making payments for physicians' services at n rate not in
excess of 809 of otherwise allowable amounts for such services.

Any sums remaining at the end of the agreement period shall be divided so that
the Government recelves 50% of the savings. The Government shall also receive
amounts, if any, remaining after the PSROS have received the 20 percent or other
risk factor withheld and an incentive payment not in excess of 25% of 1009 of
the physicians’ allowable program charges during the agreement period.

Renewable agreements shall be at the base or initial year rate of payment
adjusted for appropriate increases, if any, in the unit costs of covered services
during the prior year.






Appendix C

PSRO Regional Map

1



Four PSRO areas are not shown: Alasha,
Hawaii, Puerto Rico, and the Virgin
Istands. The islands of Amencan Samoa
and Guam are part of the Hawaiian area.

PSRO
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