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The Ot’ﬁce of Enforcement within the Department of Managed Health Care (the “Department”) is
conducting an ongoing investigation of the regulatory performance of Accountable Health Care IPA
(AHC). AHC is contracted by Care 1st Health Plan (“Plan”) to perform claims processing, utilization
management (UM), and other administrative functions on behalf of the Plan. AHC is also contracted
with other health care service plans. Pursuant to the Knox-Keene Health Care Servxce Plan Act of 1975,
as amended, and California Code of Regulations, title 28 (collectively, the “Knox-Keene Act”)’, the

éoﬂﬁacﬁﬁg'healm care service plan maintains regulatory liability for compliance with the Knox_-Keene
Act

Pursuant toa stxpu}ated agreement between AHC and the Dcpanment Berkeley Research Group (BRG)
is tasked with investigating and evaluating AHC’s compliance with the Knox-Keene Act. BRG
conducted an audit of AHC which examined AHC’s claims processing timeliness, claims payment

accuracy, and UM tlmelmess The audit rev1ewed claims and UM decisions made in July through
September 2014.- :

Based ori the audit, the Department has folind the following violations of the Knox-Keene Act:
1. Failure to timely identify and acknowledge claims.. (Rule 1300.71(c).)
Under Rule'1300.71(c), a health plan must identify and acknowledge the receipt of each claim. For

electronically received claims, a plan nyust 1dent1fy and acknowledge the receipt of the claim within two

business days. For claims received on paper; a plan must 1dentlfy and acknowledge the rccc:pt of the
cla1m thhm fourteen busmess days GF e

In order to 1der1t1fy and acknowledge the recexpt of a cIaim a plan must input the claim into the systém.
Input‘cmg the clalm mto the claims system penmts t‘ne plan to 1dentxfy the cla1m and track its status

' Cx‘tatlonélt'o a “Secnen" herem refer to the Healih and Safety CodeA Citations to a “Rule” refer to Title 28 of the
California Code of Regulanons
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through the claims process. Therefore, the date of entry into the system must be within the timeframes i
noted above. '

The BRG audit found that 64 out of 800 sampled claims were not acknowledged timely. Each failure to
timely acknowledge a claim constitutes a violation of Rule 1300.71(c). 13 of the 64 violations are
attributable to the Plan, and the remaining 51 violations are attributable to other health plans contracted
with AHC.

2. Failure to timely process clajms. (Section 1371; Rule 1300.71(g) & (h).)

Under Section 1371 and Rule 1300.71(g) and (h), an uncontested HMO claim mwust be paid or denied
within 45 working days. Under Section 1371 and Rule 1300.71(g), an HMO plan may contest a
submitted claim, but must do so within 45 working days. A plan violates this provision when it faxls to
pay a claim within the mandated period of time. Lt

The BRG audit found that 103 out of 800 sampled claims were processed beyond the 45-working-day
requxrement (87.1% compliance). Each failure to process the claim within the 45-working-day
1cq‘uircment constitites a violation of Section 1371 and Rule 1300.71(g). 18 of the 103 violations are
attnbutable to the Plan, and the remaining 85 violations are attributable to other health plans contracted
with AHC:

3 Fallure to include proper interest and penalties on late-paid claims. (Section 1371; Rule *
71300.71() & (j).)

Under ‘Section 1371 and Rule 1300. 71(1) and (1), in the event that a plan falls to pay a'claim within 45
workmg days (a “late- pald" clair), it must xeimbuse the cldim, including interest, at the tate of 15% per
annum:” For emergency claims not timely processed it must include the greater of a $15 penalty for
éach 12-1nonth period that the payment is late, or interest at the rate of 15% per annum. Failure to
automatically include this late payment results in an additional payment of $10 per claim. BRG
conducted a statistically valid sampling of AHC’s 29,411 late-paid claims and tested the accuracy of the
interest and penalty payments. BRG found that 41 of 400 late-paid claims did not include sufficient
interest and penalties (89.¢ 8% compliance). Each fallure to include proper interest and penalties -
constitutes a violation of Section 137 1-and Rule 1300.71(i) or (j)- 15 of these 41 violations are
atmbmnble ‘co the Plan, and the remalnmg 26 v101at10ns are attributable to other health plans contracted
with AHC. vk

" 4. Failure to record the date of receipt of paper claims. (Rule 1300.71(2)(6) & (c).) '

Under Rule 1300.71(c), a plan must identify the recorded date of receipt, meaning the working day
when the claim was delivered to the plan’s capitated medical group. (Rule 1300.71(a)(6).) BRG reports
that’AHC maintains no mechanism to affirmatively determine the actual date of receipt of a paper claim
because the paper claims are not date stamped when they are recejved. Instead, AHC relies on the date
of recelpt that js ranually entered into the system. Thé scanned versions of the paper claims contain no
date stamp; and AHC has provided no explanation to BRG as to how the actual date of the paper claim
can be tracked and verified. Without a mechanism for tracking the actual date of receipt of these paper
clmms AHC cannot mdependenﬂy venfy the actual date of rece1pt for these clau‘ns The faﬂure to
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maintain a system for verifying the date of receipt of paper claims constitutes a systemic violation of
Rule 1300.71(c).

5. Failure to make timely utilization management decisions. (Section 1367.01(h).)

Section 1367.01(h) sets forth timeliness standards for utilization management review. For retrospective
reviews, a plan has 30 days to make a decision. (Section 1367.01(h)(1).) For prospective or concurrent
reviews, the plan has five days to make a decision. (Section 1367.01(h)(1).) For urgent reviews, the
plan has no more than 72 hours to make a decision. (Section 1367.01(h)(2).) It is critical for health
plans to make determinations within these time frames because enrollees are unable to obtain coverage
for these services until AHC makes this determination.

BRG conducted an audit of 383 of AHC’s 75,254 utilization managomcnt decisions made during the
~ thixd quarter of 2014 and found that 17 of the 383 utilization management decisions were not made /'
timely. This demonstrates that AHC continues to have some difficulty in consistently making utilization
managoment decisions within regulatory timeframes. Each of these failures to make a utilization
management decision within the regulatory timeframe constitutes a violation of Section 1367.01(h). 2 of

these 17 violations are attributable to the Plan, and the remaining 15 violations are attributable to other
health pians contracted with AHC.

The Plan has ackmowledged its failure to comply with the Knox-Keene Act in this enforcement matter.
The Departnlent determined that a corrective action plan and an administrative penalty of $20,000 are
warranted. The Department has accepted the corrective action proposed by the Plan, which requires the
Plan to continue to cooperate with the Department’s investigation of AHC, which is ongoing, and to
conduct comprehensive audits of AHC during the third and fourth qua'f'ters' of 2015 'with reporting to the
Department of those audit results by November 2015 and February 2016, respectively. The Department
agrees that performance of the corrective action plan to the Department’s satisfaction and payment of
the' penalty will settle all issues, ‘acousations; and claims pertaining to this enforcenient matter. Thls
Letter of Agreement may not be used Bs an admission by the Plan in any other civil or crunmal
proceedmgs however it may bc used by the Department i futurc admlmstratnre proceedmgs
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