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Health plans are using AI in the claims process
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It’s important to get it right the first time

• AMA survey: 75% of physicians say denials have increased in the 

last 5 years, but only 20% say they always appeal—reasons 

being perceived outcome, lack of resources, urgency of care.

• KFF study: 11.7% of MA prior authorization denials were 

appealed but 81.7% of appeals were overturned.

• KFF survey: patients who experienced claim denials, 26% 

experienced significant treatment delays, 24% unable to receive 

recommended care, 24% experienced a decline in health, and 

55% reported paying more for care than they had expected

61% of physicians report that 
they are concerned that AI 

increases/will increase prior 
authorization denial rates.

https://www.kff.org/medicare/issue-brief/nearly-50-million-prior-authorization-requests-were-sent-to-medicare-advantage-insurers-in-2023/
https://www.kff.org/affordable-care-act/issue-brief/consumer-survey-highlights-problems-with-denied-health-insurance-claims/
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States are establishing guardrails 

on health plan use of AI

California (SB 1120, 2024): AI tools used for UR decisions must not supplant individualized provider decision-making; not 

directly or indirectly discriminate; be fairly and equitably applied; and be open to audit for compliance. AI tool cannot deny, 
delay, or modify services based on medical necessity and decisions must only be made by a physician or health care 
professional competent to evaluate the specific clinical issues involved.

Illinois (HB 2472, 2024): requires health plan to ensure that only clinical peers issue denials based on medical necessity.

Arizona (HB 2175, 2025): requires before a plan can deny a claim based on medical necessity, medical director must 
individually review the denial, exercising independent medical judgment without relying solely on recommendations from any 
other source.

Maryland (HB 820, 2025): info on whether AI was used in making an adverse decision reported to Commissioner; health 
plans ensure AI tools used for UR (1) base determinations on the patient’s individual medical history and clinical circumstances 
and not on group datasets;  (2) do not replace the judgment of healthcare providers in the decision-making process; (3) avoid 
discrimination against patients; (4) undergo regular reviews related to accuracy and reliability; (5) do not use patient data  
beyond intended/stated purposes. 

Nebraska (LB 77, 2025): AI algorithm cannot be the sole basis of a plan’s decision to deny, delay, or modify health care 

services based, in whole or in part, on medical necessity; plans must disclose use of AI in UM system. 
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A screenshot of a computer

AI-generated content may be incorrect.

There should be stronger regulatory oversight, transparency, and audits when 
payors use automated decision-making tool for coverage, claim determinations, 
and benefit design.

Any automated decision-making tool recommendation that indicates limitations or 
denials of care should be referred for review to a physician licensed to practice 
medicine in the state and of the same specialty as the physician who typically 
manages the medical condition or disease prior to issuance of a final 
determination.

Use of automated decision-making should not replace the individualized 
assessment of a patient’s specific medical and social circumstances and should 
never create or exacerbate access barriers to needed benefits by increasing 
denials, coverage limitations, or limiting benefit offerings.

Use of automated decision-making systems that determine coverage limits, make 
claim determinations, and engage in benefit design should be publicly reported, 
based on easily accessible evidence-based clinical guidelines, and disclosed to both 
patients and their physician in a way that is easy to understand; patients and 
physicians should be informed and empowered to question a payor’s automated 
decision-making. 

AMA policy calls for patient protections 

https://www.ama-assn.org/system/files/ama-ai-principles.pdf
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