
DEPARTMENT OF MANAGED ImALTH CARE 
TITLE 28. SECfIONS 1300.71 AND 1300.71.38 

INITL!\L STATEMENT OF REASONS: 

CLAIMS SETTLEMENT PRACTICES AND 
DISPUTE RESOLUTION MECHANISMS 

(2~2-IUE(;-lO) 

As required by section 11346.2 of the Government Code, the Director of the Department of 
Managed Health Care (Director) sets forth below the reasons for the proposed adoption of sections 
1300.71 and 1300.71.38, Title 28, california Code of Regulations. 

Pursuant to Health and Saicly Code section 1341.9, the Deparbncnt is vested with all 
duties, powers, purposes, responsibilities and jurisdiction as they pertain to health care service 
plans and the health care service plan business. 

The adoption of California Code of Regulations, Title 28. section 1300.71 is necessary to 
clearly define tenns relating to claim settlement and reimbursement. and provide procedures for 
plans and providers to prevent unr~nable delays in payment of provider clai~s. Additionally. 
this section clarifies the meaning (If unfair payment practices and the tenn "complete and 
accurate claim." Furthermore, thb section requires that no pIan contract shall require or allow 
any provider to waive any right cc·nferred by the Knox-Keene Heallh Care Service Plan Act of 
1975 (Act) or this section. 

Pursuant to Health and Safety Code section 1371.38, the adoption ofCalifomia Code of 
Regulations section 1300.71.38 pr·)vides for a fair. fast and cost-eflective provider dispute 
resolution mechanism for resolving billing, claim, and other contract disputes. This process 
provides a mechanism for resolvin.g billing and claim disputes direcdy or indirectly involving the 
plan or its enrollees voluntarily submitted by contracting and non-contracting providers. 

Timely reimbursements of provider claims are necessary to ensure a stable and 
financially viable health care delivery system. Unreasonable delays by plans to settle provider 
claims results in unnecessary expenditure of personnel time and energy by providers in their 
repeated attempts to get claims paid These resources would be better spent on providing quality 
health care services to enrollees. Furthennore, unpaid claims result in excessive fmancial 
burdens on doctors. hospitals and other providers. 

SPECIFIC PURPOSE OF THE R3GULATION 

Section 1300.71 (a)(1) is m:cessary to define the term "automatically" as that term is used 
throughout the regulation. 

Section 13oo.7I(a)(2) is n~cessary to define abe term. "complete claim" as that term. is 
used throughout tbe regulation. 
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Section 13oo.71(a)(9) is necessary to define and clarify the term "information necessary 
to determine payor liability" and "':-easonably relevant infonnation" as that tenn is used 
throughout the regulation. 

Section 1300.71(a)(IO) is r.ecessary to defme the teno "medical records in the control of 
provider" as that term is used thro.lghout the regulation and to clarifY when medical records shaD 
be presumed not to be necessary III detennine payor liability. 

Section 1300.71(aXll) is necessary to define the term "working days" as that term is 
used throughout the regulation. 

Section 13oo.71(b)(I) clarifies the time requirements regarding claim filing deadlines set 
forth by plans. 

Section 1300.71 (b )(2) clarifies that plans are required to forward to the appropriate 
capitated provider or claims proce3sing organization within a specified time, any claims 
incorrectly sent to the plan: 

Section 1300.71(b)(3) clarifies that the date of payment or date of notice from the 
primary payor activates the time pl!riod for submitting supplemental or coordination of benefit 
claims to any secondary payors, if a plan is not the primary payor wulec coordination of benefits. 

Section 1300.71(b)(4) mandates that plans shall accept. process, and if appropriate pay 
claims that were denied as untimely if the provider submits a provider dispute and shows good 
cause. 

Section 1300.11(c) is necessary to explain IDw and when plans shall enter each claim 
sllbmission into its system and fur:her explains how plans shall provide acknowledgment of 
receipt of claims. 

. Section 1300.71(c)(1) clarifies the time requirements for plans entering claims into their 
systems specifically for claims filed electronically with the office designated to receive claims. 

Section 1300.ll(cX2) clarifies the time requirements for plans entering claims· into their 
systems specifically for paper claims received by the office designated to receive claims. 

Section 1300.71(d) states tIat plans sball not unreasonably deny, adjust or contest a claim 
and clarifies that plans are required to provide an accurate and clear explanation of the reasons 
for any claim that a plan denies, adjusts or contests. 

Section 1300.11(e) explains that plans may contract for ministerial claim processing 
services with a claims processing organization or delegate claim payment responsibility to 
capitated providers if the specified conditions listed below are satisfied. 

Section 1300.11(e)(1) clarifies the requirement that the contracts with claim processing 
service organizations or delegated capitated providers shall obligate the parties to process and 
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DEPARTMF:NT OF MANAGED HEALTH CARE 
TITLE 28, SECTIONS 1300.71 AND 1300.71.38 

FINAL STATEMENT OF REASONS 
(Government Code section 11346.9) 

CLAIMS SETTLEMENT PRACTICES AND 
DISPUTl~ RESOLUTION MECHANISMS 

(1002-REG-I0) 

Amendments to Informative Digl~st: 

The Department has no amendments to the Infonnative Digest. Though ,some text 
modification$ have taken place during the rulemaking for clarity and precision, the reasoning 
behind the text has remained the same. 

Amendments to Initial Statement of Reasons: 

Section 1300.71 (a)(1) is ne'cessary to define the tenn "automatically" as that tenn is used 
throughout the regulation. The reVised definition allows monthly reimbursement for interest 
payments of less than $2.00 so that the cost of processing and depositing the interest check does 
not exceed the value of the interest payment 

Section 1300.71(a)(2) is neeessary to define the tenn "complete claim" as that tenn is 
used throughout the regulation. Tl:e revisions were adopted to better delineate the minimum 
amount of infonnation necessary to adjudicate a complete claim. 

Section 1300.71 (a)(2)(C)(i) - (ii) clarifies the term "complete claim" specifically for 
dentists as that tenn is used throughout the regulation. The definition was revised to include 
other professionals providing dent!:.! services that are likely to utilize the same billing fonnats 
and Current Dental Terminology Codes that are the billing standards use in the dental industry. 

Section 1300.71 (a)(2)(F)(i) - (ii) clarifies the tenn "complete claim" for providers not 
otherwise specified throughout the regulation. The revisions reflect a reorganization of the 
definition.' The deleted tenns have been inserted above in section 1300.71(a)(2) 

The new Section 1300.71 (a)(3) is necessary to define what constitutes reimbursement of 
a claim for the purposes of Sections 1371 and 1371.35. This definition is not intended to alter or 
change existing California law or t,) establish specific reimbursement rates. 

Defining the appropriate calculation of reimbursement for contracted provider claims for 
providers that maintain written contracts with the payor is straight forward as the parties' written 
agreement controls reimbursement. Non-contracted providers or providers without a written 
contract involve more subjective considerations. The definition adopted in this regulation is 
designed to reiterate current Califomia law as embodied in Gould v. Worker's Compensation 
Appeals Board, City of Los Angeles (1992) 4 Cal. App. 4th 1059; 6 Cal. Rptr. 2d 228. That case 

Page 1 of 12 
6/13/2003 



..-------------" ....... - . 

Section 1300.71(b)(2) was revised to better clarifY the plan's obligations to forward 
misdirected claims to the appropriate capitated provider within the timeframes specified in 
Section 1300.71(b)(2)(A)-(B). 

For ciaritypurposes, the original Section 1300.71(b)(3) relating to coordination of 
benefits has been relocated to Section 1300.71(b)(1) and clarifies that the. deadline for SUbmitting 
supplemental or coordination of benefit claims to any secondary payors, if a plan is not the 
primary payor under coordination of benefits. 

Section 1300.n(b)(3) clarifies the obligation of a plan's capitated providetto forward 
misdirected claims to the plan and]s necessary to ensure that a plan's capitated provider 
promptly forward misdirected claims to the plan for adjudication 

Section 1300.71 (b)(4) was revised for greater clarity. The section mandates that plans 
and the plan's capitated provider accept and adjudicate late claims submissions according to 
Section1371 1 and 1371.35, that were denied as untimely ifthe provider submits a provider 
dispute and demonstrates good cause for the delay. 

Section 1300.71 (b)(5) was added to set forth the maximum time frame to assert requests 
for reimbursement of overpayment of claims. This section was necessary to ensure that plans and 
plans' capitated providers do not engage in unfair payment patterns in violation of Health & 
Safety Section 1371.1 

Section 1300.71(c) has been renam~ Acknowledgement of Claims. The clarifications 
are necessary to explain how and ""hen payors shall enter each claim submission into its system 
and further explains how the payor shall provide acknowledgment of receipt of claims. The 
revisions were necessary to provide grater clarity and to provide the flexibility for the differences 
in infonnation systems. 

Section 1300.71 (c )(1) was revised to provide greater clarity regarding the time 
requirements for plans entering electronic claims into their systems .. 

Section 1300.71 (c )(2) was revised to provide greater clarity regarding the time 
requirements for plans entering paper claims into their systems 

Section 1300.71(c)(2)(A) was added and is necessary to explain how the timeframes will 
be counted when a provider utilize:3 the services of a claims clearing house to process claims. 

Section 1300.71(d)(I) was revised for greater clarity to state that plans and the plans' 
capitated provider shall not improperly deny, adjust or contest a claim and clarifies and that plans 
and the plans' capitated providers are required to provide an accurate and clear explanation of 
the specific reasons for the. action taken on any claim that is denied, adjusted or contested. 

Section 1 300.7 1 (d)(2) was added and is necessary to set forth the payor's obligatio~ to 
explain, in writing, its need to request added infonnation in order to properly adjuciate a claim 
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CLAIMS SETTLEMENT PRACTICES .'DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

First Comment 'Period 

Paragraph 4: Rather than require the provider to show good REJECT: Inverting the burden of proof 
cause why the claims should be accepted, the plan should be by requiring the payor to demonstrate 
required to show actual prejudice from the delay if it wants actual prejudice would be inconsistent 
to avoid accepting the claim. with the purpose of Sections 1371 and 

1371.35 and the entire regulatory scheme 
which is to facilitate the prompt payment 
of claims. 

Paragraph4: Section 1300.71 (b)(4) states that a provider REJECT: See # 82 
who has a late claim can submit it is the provider shows 
good cause. For clarity purposes, recommend deleting, "and 
a showing of good cause" and inserting at the end of line 
three "unless the plan can provide good cause for denying 
the claim." 

It is unclear whether claims that the provider delayed . REJECT: See # 8l. 
submitting because they were previously considered a 
worker's compensation or personal injury case would qualify 
as a "good cause." 

If the provider uses an electronlc clearinghouse to submit ACCEPT: This concept is included in the 
claims acknowledgement of claim submission to the revised regulations. 
clearinghouse should constitute acknowledgement to the 
provider. When a clearinghouse is used, the plan's 
confirmation is also submitted to the clearinghouse, not 
directly to the provider. This issue should be acknowledged 
in the language. 

~~mmend defining "date of receipt" as defined in ACCEPTED, IN PART: These concepts 

C:\Doc:umenrs and Settings\lmacaracg\Deslctop\1st periab 1455 1 st period RESPONSES 6-13'()3,doc 
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CLAIMS SETTLEMENT PRACTICES" DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

First Comment Period 

1300.71 (a)(5). Moreover, the law requires that plans are included in revised regulation. 
implement procedures that permit the detennination of the . 
date of receipt. (§1300.77). 

Recommend requiring plans to acknowledge receipt of REJECT: The timeframes included in 
claims within one working day for electronic submissions, this regulation requested are reasonable 
and three working days for paper. considering the information technology 

systems generally employed by the plans. 
Imposing a l-day aclmowledgement 
deadline is too restrictive. 

Recommend deleting the phrase ''whether or not complete" REJECT, IN PART: The "whether or not 
and inserting the term "complete" before "claim" on line 4, complete" has been deleted, however the 
page 6. Department has determined that even 

incomplete claims should be logged by 
the plan if the claims submission meet a 
certain threshold of data. 

Recommend deleting subsections (c)(I) and (c)(2) because REJECT: The inclusion of a timeframe is 
dictating time periods in: detail would have a negative effect important to ensure that claims are paid 
on other aspects of claims processing by prioritizing paper properly and providers can readily verify 
claims. that their claims submissions have been 

received. 
Section 1300.71(c) requires plans to enter claims into its ACCEPT IN PART: The plan's decision 
system within a set number of days of receipt. Recommend to utilize a claims processing organization 
expanding definition to apply to a plan's designated claims under the revised regulations do not 
processor as well, because providers frequently send claims extend the time frame for the prompt 
directly to the plan's claims processor rather than to the payment of claims. The utilization of a 
plan. claims processing organization is for the 

benefit of the plan and the notice to its 
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CLAIMS SETTLEMENT PRACTICES. DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

First Comment Period 

agent is assumed to be noticed to the 
plans. 

Paragraph 1: The timeframes for electronic confirmation of REJECT, IN PART: The timeframe for 
receipt of a claim is not adequate for all claims to be electronic continuation of receipt of claim 
uploaded. Some claims can't be uploaded quickly due to is reasonable and appropriate. The . 
eligibility and system configuration issues. A more Department recognizes that certain 
appropriate timeframe would be 15 days for both electronic system configuration modifications may 
and paper. be necessary and has therefore provided 

. that the plans need to he fhl1y comp'i~nt 
within 150 days of the effective date of .' 
the regulation. 

Paragraph 2: The 15 working day time period for entering REJECT The 15 day period for entering 
claims in section 1300.71 (c )(2) seems excessive. claims was adopted because there is 
Recommend a time limit of five working days. substantially more work involved in 

inputting paper claims and to create an 
incentive for providers to submit their 
claims electronically. 

Paragraph 3: Section 1300.71(c)(3) should be revised to ACCEPT: The revised regulations 
make the consent ultimately the responsibility of the plan, provide that the health plan has the right 
since the consent of the patient is not always obtainable. to verifY an enrollee's consent to 
The plan has the responsibility for collecting from its agreements before processing the claim. 
enrollee additional information it requires in its consumer 
grievance process. 

Deadlines for entering claims do not comply with HIP AA, NEITHER REJECT NOR ACCEPT: 
which would require claims to be entered only after This comment does not request a specific 
eligibility is detennined. These standards would likely change to the regulations. The 
require health plans to adopt new in-house protocols for Department acknowledges that its 
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CLAIMS SETTLEMENT PRACTICES a DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

First Comment Period 

infonnation flow. requirements may differ from federal 
standards, but that is not a basis to alter 
the Department's regulatory provisions 
which are intended to implement 
California law. 

Recommend that only complete claims should be entered REJECT: The Department believes that 
into the system. Incomplete claims should be pended to incomplete claims should be entered into 
ensure all infonnation is received. the system so that they can be properly 

trae·ked and detennine ifthe plan i~ 
inappropriately deeming claims 
submissions as incomplete claims. 
Section 1371 does not provide for the 
"pending" of claims. A plan has 
responsibility either to accept or reject a 
claim based upon the infonnation 
submitted. 

There should be some threshold that constitutes sufficient ACCEPT: The revised regulations 
infonnation to allow the claim to be tracked. enumerate the minimum amount of 

infonnation before the plan has an 
obligation to input it into its infonnation 
systems. 

Recommend language in section 1300.71(d) stating that the REJECT: The current regulations 
provider should be notified of any adjustments to claims and adequately require that the plan notify the 
the patient should be notified when necessary. provider when a claim is adjusted. There' 

is no reasonable justification for requiring 
the plan to notify the patient relating to 
the claims adjudication process. 

Any denial, adjustment or contested claims should be NEITHER REJECT NOR ACCEPT: The 
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215 

e CLAIMS SETTLEMENT PRACTICES AISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

211d Comment Period Ending: December 29, 2002 

paper claims, would add significant administrative burden. are essential to ensuring that complete 
claims are paid within the statutory time 
frames. 

Need to change reference to (d)(3), rather than (d)(4). ACCEPT: The numbering in the revised 
text is now accurate. 

Recommend changing timeframe from I80-day limit to 365- ACCEPT: The regulations have been 
day limit, in line with industry standards and Medicare. amended to incorporate the suggested 

change. 
I80-day time limit is inadequnte. See response to comment #- 211. TI:l~ iirnt: 

limit has been extended to 365 da~ 
Plans should be able to include in their provider contracts ACCEPT: Plans and providers may agree 
provisions allowing automatic recovery of overpayments for automatic recovery for uncontested 
through offsetting against current claim submissions. overpayments. 

13 00.71 (c)(l),(2),(31 
Subdivision (c) requires that claims submitted in paper form ACCEPT: The regulation has been 
be identified and acknowledged electronically. We do not revised to incorporate this comment. 
believe that it is feasible for health plans to acknowledge in 
an electronic fonnat claims submitted in a paper medium. 
Recommend that subdivision (0 )(2) be revised to omit the 
word "electronically." lfthe Department desires that 
electronic claims be acknowledged electronically, this 
requirement should be moved to subsection (c )(1). Such that 
it does not apply to paper claims. 

"Acknowledge electronically" is unclear-system entry or ACCEPT IN PART: The Department 
disclosure to provider? Department's authority for amended the section to require plans to 
mandating an acknowledgement of receipt of a claim have a system in place to acknowledge 
appears questionable under Section 1371, which requires claims. The Department believes that 

--
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e CLAIMS SET'fLEMENT PRACTICES AISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

2Dd Comment Period Ending: December 29~ 2002 

only claims processing withln a given time frame. section 1371 clearly provides the 
authority to require that claims be 
acknowledged in order to ensure that the 
claims are paid within the statutory time 
frames. 

Requiring provider groups to provide an electronic means of REJECT: It is not prohibitively 
verification by phone, website, or other method would be expensive to establish systems to 
very costly. acknowledge electronic claims 

. sL--nultm1eousl)F ,1I,,ritl:t tllcir receipt. 
Therefore the two-day timeframe is 
adequate and appropriate. 

Five working days would be more reasonable (Section REJECT: It is not prohibitively 
1300.71(c )(1). expensive to establish systems to . 

acknowledge electronic claims 
simultaneously with their receipt. 
Therefore the two-day timeframe is 
adequate and appropriate. 

Change two working days to 15 working days (Section REJECT: It is not prohibitively 
1300.71(c )(1). expensive to establish systems to 

acknowledge electronic claims 
simultaneously with their receipt. 
Therefore the two-day timeframe is 
adequate and appropriate. 

Subdivision (c )(2) would require plans to acknowledge the ACCEPT IN PART: The regulations have 
receipt of each claim through a means by which providers been modified to clarify the method for 
can confinn receipt-either electronically, by telephone, acknowledging claims. The language, 
website or "another mutually agreeable method." This another mutually agreeable method, 
language implies that each ·individual provider can allows a payor to acknowledge the receipt 
unilaterally and for no reason reject electronic mail, of a claim in a manner that is different 
telephone or website access and insist upon another means than method that the claim was submitted, 
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223 

e CLAIMS SETTLEMENT PRACTICES ANaISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

2nd Comment Period Ending: December 29, 2002 

specific to that particular provider, which may not be 
economical. It also suggests that the plan must obtain the 
cons~nt of each and every provider before establishing an 
alternative method. Recommend that plans should be 
required to provide reasonable access, but not be required to 
provide provider-specific mechanisms subject to the consent 
of each and every provider, in the network or outside of the 
network. 

Recommend deleting requirement to acknowledge the 
receipt of each claim-unnecessary. 

" 

Recommend that electronic replies be required only for 
electronic claims. Paper claims often provide no e-mail 
address or means of communicating electronically .. 

In Section 1300.71(c)(5). p. 15, Ins. 15-16, crumge billed 
item on the invoice to revenue code category on the UB92. 

Request that provider's name and address be included on list 
of minimum data elements that must be entered into a claims 
processing system. 

Believe that it is not feasible for hea1th]:)lans to 

i.e. electronically, by phone or website. It 
is only when an alternative method is 
used that the parties must mutually agree. 

REJECT: The Department believes that it 
is absolutely essential for plans to 
acknowledge receipt of claims in order to 
monitor whether the claims are 
adjudicated within the statutory time 
frames and to allow a provider to verify 
that his claim submission has been 
received. 
ACCEPT: The regulations have been 
revised to accept this comment. 

NEITHER ACCEPT NOR REJECT: The 
referred to subsection has been deleted; 
therefore, the comment is no longer 
relevant. 
REJECT 1N PART, ACCEPT IN PART: 
see above. The regulations are revised to 
reflect this change. 
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.e CLAIMS SETTLEMENT PRACTICES AN.ISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

2nd Comment Period Ending: December 29, 2002 

acknowledge in electronic form claims that are submitted on 
paper. If Department desires that electronic claims be 
acknowledged electronically, provision should be moved to 
subsection (c){l) so that it does not apply to paper claims. 

224 In Section 1300.71(c), [line 16] add after "identification REJECT: This section was deleted so the 
number" -"In the event that a claim is misdirected based on comment is no longer relevant. 
eligibility to a capitated provider, a capitated provider shall 
forw~rd a daim to the appropriate plan. v<;ithin ten (10) 
working days or return it to the billing provider." 

225 Recommend phone validation or other method for paper ACCEPT IN PART, REJECT IN PART: 
claims. Suggest changing time for acknowledgment from 15 Revised regulations allow for phone 
working days to 30 calendar days, the ERlSA period for validation. but declines to extend the time 
benefit detenninations. Expand two-day requirement for limit beyond 15 days for 
acknowledgementof'electronic claims to 15 days. acknowledgement of paper claims or 

expand the 2-day requirement for 
acknowledgment of electronic claims. 

226 Oversight of capitated providers is beyond Department's REJECT: The Department clearly has 
authority. oversight authority over capitated 

provider through health plans. Section 
1371, l371.35, 1375.4 clearly require 
capitated providers to pay claims within : 

the statutory time frames. In addition, the I 
Department regulatory oversight ofhea1th 
plans it has the authority over health plans ~ 
who contract with capitated providers to 
require the plan to include in their 
contract the requirement that the capitated 

~- -------
provider~ accept and adjudicate claim 
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• CLAIMS SETTLEMENT PRACTICES ANtISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

2nd Comment Period Ending: December 29, 2002 

consistent with the Act and these 
regulations since these standards cannot 
be circumvented through the use of the 
delegated delivery model. 

1300.71 (d)(l) 
Vigorously object to amendment shortening time period for ACCEPT: The revised regulations 
physicians to file internal disputes with plan from 365 to 180 minimally provide providers 365 to file 
days. May take t 80 days to determine that there is problem disputes. 

_ with claim. 

Recommend that time frame for entering data from REJECT It is not prohibitively expensive 
electronically transmitted claims be modified to 5 working to establish systems to acknowledge 
days. el~tronic claims simultaneously with 

, their receipt Therefore the two-day i 
timeframe is adequate and appropriate 

Recommend changing 180-day period to 365 days arid ACCEPT: The time limit has been 
clarifying that this is a minimum requirement. Add "except extended to 365 days). 
as required by any state or federal law or regulation." 

With respect to the time period fo:r submission of disputes, ACCEPT IN PART: The time limit has 
180 days is insufficient considering limited resources. been extended to 365days. However an 
Request an extension of the time period from 180 days to 2 extension to 2 years would be inconsistent 
years. with the purposes of sections 1371 and 

1371.35 
Recommend the time period for submission of disputes to be REJECT IN PART. ACCEPT IN PART: 
four years to be consistent with California contract law, The Department rejects four years, but 
which gives the ability to pursue payment inaccuracies for has amended the regulations to allow 
four years. minimally one-year period for submitting 

disputes. Plans and providers and free to 
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CLAIMS SETTLEMENT PRACTICES" DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

3rd Comment Period Ending: ApriJ 30, 2003 

·.···.···.,·':;"c· .• ,.,~.·.·;·. 

Providers cannot be required to show "good cause" to obtain REJECT: The regulations establish the 
payment oflate claims. The proposed regulations change standards that the Department will use to 
the elements that are required to state a claim against a detennine if a payor is engaged in an 
forfeiture (from "gross negligence" to "good cause") , and unjust payment pattern. It is not intended 
shift the burden of proof from the party enforcing the to alter or change other common law 
forfeiture (the plan) to the party defending against it (the . remedies. To the extent that a claim is 
provider). rejected within the standard set forth in 
Recommend deleting requirement that providers show these regulations the Department will not 
"good cause." The requirement is beyond the Department's deem. those activitie~ to violate the claims 
statutory authority to overrule statutory andlor common law. settlement practices requirements of the 

Act. However, a provider is still free to 
pursue any other remedies available at 
law. 

1300.7100(5) 
Delete provision that 365-day time limit shall not apply if REJECT: To the extent that a provider is 
ovetpayment was caused by provider fraud or engaged in conduct that is either ., 

I 

misrepresentation. fraudulent or constitutes a 
Will result in payers being free to seek alleged overpayment misrepresentation, that provider is not . 
for an unlimited time period. entitled to the protection of sections 1371 ' 

or 1371.35. 
Section 1300.71(b)(5), addressing the process for a plan or REJECT: To the extent that a plan or 
plan's capita ted provider to request reimbursement for an capitated provider utilizes an agent for 
overpaid claim, should be expanded to include any other ministerial services, those agents are 
agent of the plan or plan's capitated provider. limited by the criteria enumerated in 

section (b)(S). No further clarification is 
I necessary. 

1300.71L~ , 

The leading section needs to be more clearly defined. Use REJECT: The language of this section_J 

-
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CLAIMS SETTLEMENT PRACTICES. DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

3rd Comment Period Ending: April 30, 2003 

of words "Acknowledgement and Notification" could be allows a payor to establish a method of 
interpreted as meaning that all plans must literally notify and notification by which the provider may 
acknowledge each claim by contacting the provider'S office readily confirm the payor's receipt of the 
to inform them of receipt. If a plan provides a means claim. 
whereby the provider can call to verify receipt or review a 
website, this should be sufficient. 
Appreciate changes in section, but suggest that word REJECT: The use ofthe word "identify 
"identifying" be eliminated in first sentence. Unclear what and acknowledge" each claim is 
is meant-acknowledgement is main goal of section. necessary, Otherwise. a paym may 

acknowledge in general a claim, without 
specifically identifying the claim 
received. Providers often submit several 
claims to the same payor in the same day. 
In those situations, the payor must 
identify the specific claims receives so 
that the provider can be assured that all 
claims submitted have been received . 

.The time period for acknowledging paper claims and REJECT: 15 days is sufficient and a 
provider disputes should be changed from 15 to 30 working reasonable time period for acknowledging 
days. a paper claim. Delaying the 

acknowledgment to 30 days only serves 
to delay the reimbursement of clean 
claims. 

If the plan has paid the claim within this IS-day time frame, REJECT: To the extent that a paper 
then the plan should be relieved of the obligation to claim is paid in the IS-day timeframe, the 
acknowledge receipt ofthe claim. Suggest adding the actual payment will constitute 
following language to the end of the paragraph: "unless the acknowledgement of the claim. 
claim has been paid within this time frame. Therefore, additional language is not 

-

6/12/2003 
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630 

CLAIMS SETTLEMENT PRACTICES" DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

4th Comment Period Ending: May 27, 2003 

1300. 71(b )(5) 

Recommend deleting section in its entirety. Plans do not 
apply similar terms for hospitals to demand underpayment 
settlements if fraud or misrepresentation has occurred. The 
concern is the undefined misrepresentation or fraud. This 
clause will result in payers being free to seek revenue for 
alleged overpayments for an unlimited time period from 
providers. 

1300.71(c) 

Commenter is concerned that it may be impossible to 
acknowledge a claim in some situations. For e~ample. a 
claim with a missing ID cannot be entered. Claims 
belonging to other capitated groups cannot be entered, as 
that member will not be in the eligibility file, just as a plan 
would not be able to enter a claim for a member belonging 
to another plan. The industry method is to simpl~ mail the 
claim back to the provider with a cover letter ~tatmg tha~ th~ 
payer is unable to identifY the member for which the clann IS 

submitted. . 

1300.71(c )(1) 

The tiineframes are unnecessarily restricting. There may be 
times that system edits cause the electronic transmission of a 
claim to fail. Even in the most sophisticated organization, 
more than 2 working days may be necessary for these edits . . . ., ,... 

fII.&I -.. -.' ...... 

REJECT. If a provider secures 
unwarranted reimbursement through 
misrepresentation or fraud that provider 
should not receive the protection of the 
Knox-Keen Act 

REJECT: If a claim is received the 
payor can acknowledge that receipt so 
long as the claim includes the 
identification ofthe provider, if critical 
infonnation necessary to adjudicate the 
claim is missing, the claim can be 
acknowledged and simultaneously 
denied as an incomplete claim. It is also 
anticipated that payors will adjust their 
processing system to comply with these 
regulations 

REJECT: The regulation specifies 
sufficient and reasonable time periods 
for acknowledging claims. Delaying 
acknowledgement beyond the prescribed 

Page 21 of35 
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630 

CLAIMS SETTLEMENT PRACTICES. DISPUTE RESOLUTION MECHANISMS 
RESPONSES TO COMMENTS 

4th Comment Period Ending: May 27, 2003 

to be researched, corrected, and reprocessed so that the time frame would only serve to delay the 
claim can be entered. reimbursement of clean claims and 

continue the confusion that exists for 
providers concerning whether the payor 
has received the claims submission. 

1300.71(d)(4) and (5) 

Recommend changing 30 to 45 working days. Providers REJECT: The 30-day requirement for 
should receive same time period for dispute resolution contesting a plan's request for 
n::stlarl;h a:s lu:aHh plans. reimbursement of an overpaid claim is 

specified in the Act. 
1300.71 (d)(6) 

Commenter is concerned that providers may not reimburse REJECT: Sections 1371 and 1311.35 
or reply to notice. Without the ability to deduct from the require claims to be reimbursed, 
providers, only recourse is court. For example, if wrong contested or denied within in a certain 
provider is paid inadvertently, it would be incumbent on the time period; the relevant sections do not 
provider to return the incorrectly paid money or use the authorize unilateral offsets. Payors are 
provider dispute resolution mechanism. in exactly the same position as providers 

if they are engaged in a billing dispute 
that cannot be resolved - redress through 
the courts. 

1300.71 (d)( 6)(ii) 
Delete section entirely. REJECT: To the extent that the parties 
State should not sanction-health plan "clipping," agree to a process of reimbursement of ! 

"offsetting," or "take backs." Will only result in benefit to overpayment of a claim, that process is 
payers. not inconsistent with the requirements of 

the Act and is ·ssible. 
-- --- -
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1 because we have contracts with health pla~s now that are 

4It2in the 60 to 90 day category. So it's a little bit of a 

3 problem for us, and certainly would mean that we would 

4 have to make some audit changes there. 

79 

5 I think there's a way to do that where you could 

6 have a lesser timeframe, and if there is good cause. And 

7 you can set what the criteria is for good cause. Then 

8 there would be reasonable time5 when maybe it is not 

9 the -- I thi!1k I heard some cornments today about "Well, we 

10 didn't get information, we did::l' t have that information, /J 

11 and so they can't get the clail:! submitted. There are good 

12 reasons. But to put it in there as no less than 150 

13 really does kind of hurt us in the medical groups in 

14 trying to do the IBNR's and the rest of the stuff that we 

want -- that you want from us. So I'd ask you to consider 

that. 

17 The other one that ca.me to us, from a fairly 

18 large group, and that was the two working days for the 

19 electronically acknowledgement of receipt of all claims. 

20 Apparently it is difficult to upload that in some of the 

21 systems. Now, maybe theY're undergoing some revamp of 

22 their system downstream some p:_ace, but right now theY're 

23 having some difficulty there. And they have asked to have 

24 a longer period of time in theJ~e. If they can't be up 

25 loaded quickly, it's generally due to either eligibility 

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 
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1 problems or system configuration issues, either one. Two e2 days may we don't want to be out of compliance with 

3 your regulations, so we're asking you to consider if you 

4 can find a way to put some give in that. 

5 The next issue -- and you've heard this one 

6 before, so I'm going make it very quick. And that's on 

7 the responsibility for the claims payment on a quarterly 

B basis. I frankly took this, until I got here today, as 

9 really thinking what you really meant was we had to report 

10 to the plans as we report to t::lem all the time on what our 

11 conscrement rate is. And we would certainly have 

12 absolutely no trouble doing tha.t. We do it anyway. But 

13 we don't think you meant, unless I'm wrong here, that we 

14 would have the health plans coming in to audit that every 

15 quarter. 

e6 Now, if we were wron~~ in our interpretation, then 

17 I would ask you to please don't do that; and to have us 

18 continue to report. 

19 Now, if these are made for people who don't do 

20 the reporting that we do -- and that may be the case --

21 hopefully there can be some difltinction there. We don't 

22 want to be inundated -- in fact: we're looking at ways to 

23 streamline our own audit proce(:ures in a couple of areas. 

24 So to the extent that we all can streamline the processeS t 

25 that makes it better for our patients and, frankly, it 

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345 

r-..-
Q) 
..-, 
CD 
CD 
CD 

a 
a e 

LU 
() 

:> 
0:: 
LU 
(J) 

I­
Z 
LU 
I­
Z 

LU 
> 

~ 
(J) 

CD 
LU 
-l 



,," 

• CALIFORNIA ASSOCIATION OF HEALTH PLANS 

2 I)ROI'OSED AMENOM,ENTS TO 

3 TEXT OF PROPOSED REGULATIONS 

4 CLAIMS SETTLEMENT PRACTICES AND 

5 'DISPUTE RESOLUTION MECHANISMS 

6 1. Adopt Section 1300.71, California Code of Regulations (CCR) title 28, to read: 

7 1300.71. Claims Settlement Practices 

8 (a) Definitions. 

9 (l) "Automatically" means the payment of the interest due to the provider within five 

10 (5) working days of the payment of the claim without the need for any reminder or 

II request by the provider. 

12 (2) "Complete claim" means a claim or portion thereof, if separable, including • 13 attachments and supplemental information or documentation, which provides 

14 "information necessary to deterrr:ine ~ liability" and complies with one or 

15 more of the following provisions: 

16 (A) For emergency services and care provider claims as defined by Section 

17 1371.350): 

18 (i) the information specified in Health and Safety Code Secti~n 137.1'.35(c); and 

19 (ii) any state-designated data requirements included in statutes or regulations; 

20 (B) For institutional providers: 

21 (i) the comp1.eted UB 92 date, set or its successor format adopted by the National 

22 Uniform Billing Committee (NUBC), submitted on the designated paper or electronic 

23 fonnat as adopted by the NUBC; 

• 
May 1.7. 2002 
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b~limited to 60 davs )rom date of payment or date of~paYment or denial 

2 from the primary payor. 

3 (4) A plan, wiiich that denies a claim because it was filed beyond the claim filing 

4 deadline, shall, upon provider's submission of a provider dispute pursuant to sectiol1 

5 1300.71.38 within 90 days oftl:,e plan's denial and a showing of good cause bv the 

6 provider, accept, rroee[;s, and..--tC othcF'.yise i:lppropriale, payadjudicate the claim. "Good 

7 cause" shall include only those circumstances olltside the provider's control that may 

8 occur in the responsible billing and processing of claims. suel, as the submission of the 

9 claim to 1he wrong capitated pmvider or a protracted dispute between other parties over 

10 the claim. and that precluded th(~ timely filing of the daim. 

II (c) Time Perio~ for Entering Claims. A plan shall enter into its system each claim 

12 submission (whether or not complete. provided that the claim contains sufficient 

13 infonnation to enable the plan 1(,' enter the c1.aim into the daim system), and shall identify 

14 and acknowledge electronically ':he receipt of each claim or provide a means by which 

15 

16 

17 

18 

19 

20' 

each provider may readily confirm receipt of the claim electronically, by phone, website, 

or another accessi.ble mutua4ly agreeable method of notification-: 

_(1) withifl: ...... 0 worldeg days· of the date of receipt ofeJaims filed electronically with 

the office designated to receive claims, or!! 

~--Jn the case of a paper claim, that acknowledgement shall be provided within IS 

working days of the date of receipt of the paper claims by the office desi~nated to receive 

(0 If a claim is submitted electron,ically. the claimant will have a clear and precise electron ic record 
ofdelivet;y. Except in the most unusual...~ircumstances, the date of sending will also be the date of receipt. 
Thus, ill almost all cases, it is ullneceSStHY for the health plan to pmvide an acknowledgement of receipt. 
Mandating the requirement .of such 3ck.r.owledgement may add additional cost without a commensurate 
benefit. 

May 17,2002 7 
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claims. Acknowledgement by a;l electronic cl~arinQhouse to .vhich the provider has 

2 submitted a claim shall c.onslituJe compliance with this section. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

Cd) Denying, Adjusting or Contesting a Claim. Requests j~)r Medical Records A plan 

shall not unreasonably deny, adjust, or contest a claim. For each claim that a plan denies, 

. adjusts or contests, the plan shall provide an accurate and clear explanation, ~ubiect to 

anv applicable federal or state rules regarding the fommt or content of such notice when 

transmitted electronicallva of the reasons tbr the action taken within the timeframes 

. . 

specified in subsections (g) and ::h). Fo]' each request for medical records made bv a plan 

for the purpose of pl"Ocessinl! a daim, the plan shall provide an accurate and clear 

explanation of the. necessity for ~he medical records requested bv the plan. A plan shall 

request meclical records for the rurpose of adjudicating a claim ollly when the 

information is reasonably necess.ary for the plan to adjudicate the claim. In the event that 

a plan includes ""1ih a request for medical records a statement explaining the necessity of 

the medical records. and the plan subsequently denies the claim based on the provider's 

failure to pmvide the requested medical records, any dispute arising from the denial of 

such claim shall be handled as a )rovider dispute. pursuant to Section 130Q. 71 .38., 

(e) Contracts for Claims Payment. A plan may contract for ministerial claims 

processing services with a claims processing organization or tlde.ga1e claiffifi-paymellt 

20 responsibility to contract with capitated providers who have an indeRcndent obligation to 

21 pav claims. subject to the followbg conditions: 

22 . (l ) the contract shall obligate the ~laims processing organization or the capitated provider 

23 to process or pay claims for services provided to plan enrollees in accordance with the 

May 17,2002 8 
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PRIVILEGED: AtTORNEY WORK PRODUcr, ATfORNEY/CLIENT, AND DELIBERATIVE 
PROCESS PRIVILEGE 

DRAFT: FOR DISCUSSION PURPOSES ONLY 

or who has delegated claims paymer;t responsibilities to a capitated 

provider shall forward to the appropri.ate contracted claims processing 

organization or capitated provi~ such that it is received within lh'e (S) 7 

two (2) working-days of the plan's receipt a claim incorrectly sent to the 

plan. 

(3). If a plan is 11,0t the primary payor under coordination of benefits, 

the period for submitting supplemen tal or coordination of benefits 

claims to any secondary payors shall begin on the date of payment or 

date of notice from the primary payor. 

(4) A plan; -.vhieh: that denies a claim because it was filed beyond 

the claim-filing deadline, shall, upon provider·s submission of a 

provider dispute and a showing of good cause, accept, process, and, if 

otherwise appropriate, pay the claim. 

(c) Time Period for Entering Claims. A plan shall enter into its 

·system each claim submission (whether or not complete), and shall 

identifY and acknowledge electronically the receipt of each claim and 

the recorded "date of receipt" as defined in 1300.7UaXS1. or provide a 

means by which each provider inay readily confinn receipt of the claim 

and the recorded "date of receipt" as defined in I 300.71 (aXS). 

electronicaUy, by phone, website, or another mutually agreeable method 

of notification: 

8 

7 The law defines date of 
receipt as the date 
received by the plan, and 
states the obliga1;ion shaD 
not. be waived with plans 
delegate claims payment 
respfmSloiIities. 
1300.71{I) only requires 
that contracting 
physicians be given 
dim:tions for claim 
deli~. ~on 
contracting physicians 
will be unfiUrly penalized 
when they arc unable to 
identify the appropriate 
office to ·send claims. 
Plans should have the 
ability to immediately 
identify the appropriate 
claims processing 
organization or capitated 
provider . and 
electronically transmit 
this infonnation. In 
ordCl' for delegated 
providers to meet the 
timelines, plans must· 
forward the claims to 
them with in 48 hours. 

8 CMA offers this 
language as a practical 
solution to enable 
enforcement of the timely 
filing, timely payment 
provisions and interest 
requirements of the 
regulations. Moreover, 

tt~ ______________ . ____________ ~ 

the law requires that 
plans implement 
procedures that pennit the 
determination of the date 
of receipt (§1300.77). 
Given the complexity of 
multiple timelines 
imposed by provisions 

Regs - AD 145S-CMA Final2July.2002 8 
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PRIVILEGED: ATTORNEY WORK PRODUCT, ATfORNEY/CLIENT, AND DELIBERATIVE 
. PROCESSPRnnLEGE 

• DRAFT: FOR DISCUSSION PURPOSES ONLY 

(1) within two working days of the date of receipt of claims filed 

electronically with the office designated to receive claims, or 

(2) Within 15 working days of the date of receipt of paper claims by 

the office designated to receive claims. 

(d)' Denying, Adjusting or Contesting a Claim. A plan shall not . 

Hlll'e3S9ll8hly improperly deny, adjust, or contest a claim. For each 9 

claim that a plan denies,' adjusts or contests, the plan shall provide an 

accurate and clear explanation of the ~pecific, legally justified reasons 

for the action taken within the timeftamcs specified in subsections (g) 

and (h). 

• (e) .Contracts for Claims Payment. A plan may contract for 

ministerial claims processing services with a claims processing 

organization or delegate claims payment responsibility to capitated 

providers subject to the following conditions: . 

(l) the contract sbaIl obligate the clain:.s processing organization or the 

capitated provider to process or pay claims for services provided to plan 

enrollees in accordance with the provisionS of Health and Safety Code 

sections 1371, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37. 1371.38 

8Il6 1371.4 , 1371.8 and 1375.4 ani sections 1300.71. 1300.71.38, 3 

1300.71.4, 1300.75,4, and 1300.77.4 of title 28, and in accordance with 
z 

all o1her Knox Keene requirements • • ~------------~ 
Regs - AB 14S5-CMA Final2July.2002 

1300.71(a)S ("Date of 
Recciptj, 1300.71(b)2. 
(Oaims Filing 
Deadlines), and 
1300.71(c} (Time period 

. for Entering Oaims), it 
will be essential to recont 
this date and its inclusion 
will minimize disputes. 

9 The term 
''unreasonably" suggests 
a higher threshold for 
denial. adjustmc:nt or 
contesting claims than is 
appropriate. Reasons for 
such actions must be 
specific and legally 
justified. 
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November 18, 2002 

CurtIs LeaVitt. Assistant ChIei' Counsel 
DCpagmClll of Managed Health Care 
980 91/1 Street., Suite SOO 
Sacramento. CA 95814 

RE: Pt'Oposed Regulations 
Clilim9 Settlement Practice. and Dispute Rt.!lulu'iuD. 

/":1 ~kt:nts 0" Second PerifJd Text 

[lear ~!.t". .' 

On behaif of the Califnrnia AR1:oeiAt1nn of Health Plans:, we thank you. for the opportunity 
to provide comment on the !;ec~')nd perino text ofthe regulations implementing AB 1455 
(Seon) of2000. This revised draft contains many nftht: significant improvem~n1s made 
dUl'inJ.l, I.hc infurmal comment period and addresses a significant ntlmher of concerns 
expressed by tbe A~:;uci~tjun and iUi members. 

This dmft of the regulations, hc,wc;vC1', col'1taimi ~uwc v~ significant departures from the 
prior version. These cbongC$ raise veI)' serious (;Oncerilli. TIlls lc:uc:r details those 
concerns and. provides 3uggostcd chzmgcs in an attac.h~ a moc;k·\lf) that address those 
concerns as well as provldo technical recommendations for improv~ clarity. We bcl1evo 
that these jseues warrant additional dialogue with th(.'l plQJ13 and other stAkcholdcns to 
ensure thaT th1~ regulatory frameworlds not overly burdensome. . 

Tn addition, several CA HP mP,ITI ber plans will b~ submitted comments directly to the 
D~p~ent: We wish to go on record a.<; sUPl'lnrfive of those comments as well. . 

For your cullvc:ni~nce, we have provided our comment<; on the language in the order in 
y,'hich they Appeal in the: Wcum~l. This order. however. does not reflect the 1mportance 
oftiloiUnn3. . 

SECTION 1300.71 CLAIMS SETTLEMENT PRACTICES 

P. 02/25 
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Subdivision (c): Time Period for Entering Claims 
Subdivision (e) would require plans to enter claims into their systems provided a . 
minimum amount of information, specified in detail in the proposed regu.la.tion. is 
included in the claim.. The regulations would also require that claims be entered in a , , 
specific time period. We respectfully assert that the Department has no authority over the 
entering of claims into health plan or provider group systems. This ministerial, interim 
step in the claims.paym(:nt process is not addressed by the Act and thus beyond the 
Department's statutory obligations. Morcover,lt is not necessary to regulate: this aspect of 
the claims processing system j,n order to achieve the goals and standards of the statute. 

Plans should be required to meet the statutory requirements to payor deny claims within· 
the statutorily required timeframes. Imposing this level of micro management on this 
process is unwise and creates ':mnecessary r.egulatory burdens and obligations for the 
Department. If the Department believes it is necessary for plans to establish some 
mechanism that will accurately track the date ofreceipt ofclairns for enforcement 
purposes and acknowledge claims received. then the Department should simply impose 
this requirement without setting forth voluminous details as to how this should be done. 

In addition, the list of data elements contained iri the regulation required for a claim 10 be 
entered is not sufficient to enter claims. In our previous 1etter, we requested additional 
items that are consistent with current systems. Most of those suggestions were 
incorporated. PacifiCare has requested additional items in its comment letter> and we 
support those additions. But we also requested language that would allow a plan to . 
require. by contract, other data elem~ntS neeess~ to enter claims into the sys\.em as' well 
PS acknowledge federal regulations, which set forth j:,'Pe~ified fields that must be included .. 
with a complete claim. This la:lguage was not accepted. Without the ability to eru."Urt 
certain data elements are present, plans will have significant implementation burdens. 

More importantly, the Department should not be dictating the framework and. 
configul""d.tions for data systems. The best solution to this issue is to delete the specific 
language regarding the entering of claims and retain the deadlines for acknowledgement 
and payment. We havc made corresponding changes to the redlinc in this section as well 
as consisLenl changes in 1300.71.38" . 

Subflivision (c) (I), (2) and (3): Acknowledgement of Claims 
Subdivision (c) requires that claims submitted in paper fonn be ~dentitied and 
acknowledged eiectronically. We do not believe that it is feasible for health plans to 
acknowledge in an electronic fClri:nat claims submitted in a paper meclium. Tf a provider is 
submitting a claim in paper form, he or she may not be able to receive an 
acknowledgement electronically. Claims forms (such as the US 92 and eMS 1500) do 
not contain a field in which providers can insert an c~mail address or other method of 
electronic contact. Accordingly, we recommend that subdivision (c) (2) be revised to 
omit the word "clectronically." If the Department desires that B/eclroni~ claims be 
acknowledged electrOnically, this requirement should be moved to subsection (c)(1.). such 
that it does not apply to paper cl:lims. We have m.ade this revision in the' attached redline. 

1 1 
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-Subdivision (c) (2) would requUe plans to acknowledge the receipt of each claim through 
U Ul=Ull:l uy which pruviucni l:~ cunfton rcc~ipl-~Uher electronically. by telephone. 
~bsitc; or "a"otl'~r mldtlrzlly agreeable method." TIlls Iml~uagt: implies !.hat each 
individual provide! can unilaterally aud fcu- nu t~Ol1 reject electronic mail. telephone or 
website ACcess and insist upon anothor moans specific to that palt'",ulur proviuer, which 
may not be economical. It Illso :u.Jggo,ts that the phm must obtl1in the: consent of each and 
everY provider before establishing an alternative method. - -

While we appreciate the language that requires Ehat this alternatiy@ be "mutwlly 
aerAa1thl~:' Md also Appreciate having language acknowledging other possible 
Fllt~m:itives. given the possibility of future technological advances! we think that plans 
should be required tn provide rell~nnllhlr. 1It".r:t"SS. but not be required to provide provider­
speci fie mechanisms subJccr 10 the consent of each and every rsrnvider. in the network or 
outside of the network. This is completely Wlwnrkahle. 

Subdi"biuD (el) (6);OJT~ett.i[lg of PllymenQ 
Subdivision (d) (6) wou.ld prohibit a plau fl:om offsetting piSyrul::uts whtm. providers fail to 
reimburse the plan for ovcrpaymonts within the: specified tUuefrc1Juc uuit:Ss I.h~ plan . 
contract speaifi~l1y .Quthorizcs this offset. Thi.s lAnguage exceeds the statutory authority 
gr.mted to the Department in AB 1455. While we ~knowlcdgc the Department's ability 
to establish fair procedures fOl- the offsetting of uncollected overpayments consisten1 with 
the law, this language goes be:r'ond that statute . 

Section 1-3'11.1. and [0 a lesser extent Sections 1371.347 and 1371.2, deal with 
overpaymentc;. Hnt thOAA ~~rj(m8 ~u not prohibit health plans from recovering monies 
owed to them through offsets. nor do the statuteR require th"T pl{tns include oilsot 
provisions In lhelr contraCTS. It a provider refuses to refund an overpayment, J:'Ilan!; h:\,vP; 
IlU oilier choice bu.t to collect tac overpayment by deductin~ the overpaymeT:Jt from fllDlTCl 

paymcnts owed to 1.111;;: pruviclcr. Plans m()ult1 b~ able to collect the overpayment throuah 
offsets if the provider fails to reimburse d'le pIau wilhin Lhc time frlUJlC, OR iftbe 
proVider'1I contract authorizes ilicsc offsets. 1'11(; ]W.l~UI:1~C requires bulb cOl'lditions to be 
present, hut such a requirement is inconsistent with staiutc. 

Tn addition, thls provision shol;!d apply only prospectively to contracts issued in the 
futQTe, and should be modified to indicate the prospBCtive application. 

Subdivillifon (el (2): Uispnte Resolution 
Paragraph 0) nf tniR .\lectinn wc)uld require plans to roquire their capitated providers to 
establish provIder dispute re.'lolutinn mechani!;ms. '-lanS ~hou!d be able to elect to provide 
dispute resolution if they can and if they want ta-tor those claim$; and iSb'1.1es tor which 
piau:> "all inl~rvcnc. In wldiLiuD. any requtrement by the plan that the provider eldahlis.h 
such a mc.chanislU should he lir 11itc:U to Uib,])Ut.eS relating to claims payment. The plan has 
no business dic:tating to a ca.pitat~d provider whether and ho w 'LU /"QuI vc uther kinds of 
issues with contracting capib1ed providers, suoh £1:1 omploycc salaries, staffing l<;vcls, 
Qbarcholder matters, bonuses, incenth·e payments and _fees . 

12 

P. 13/25 

~ 

" s­.-.­• 



• 

• 

• 

ATTACHMENT I 

Below are comments that CABP previously submitted that remain 
uDaddressed. We would like to go OD record as reiterating these 
CODcerns. 

Subdivision (a) (1) (Aj and (8): IDterest Payments 
The language of Paragraphs (A) and (8) of this subdivision requires a statement 
describing the method of calcu1ating interest if the plan does not include tbe interest 
payment in the same envelope 2.S the payment on the claim. There is no obligation under 
the statute to provide a descriptLon of the methodology, and no discernible public policy 
rationale for this requirement. ~ .. roreover, there is no understandable "rationale for 
requiring the explanation only ,..nen the interest payment is in a different envelope. The 
statute requires that the interest be paid at the rate of 1 S percent per annum (or 1 S percent 
per year); planS must simply comply with this standard. We wou1d appreciate some 
understanding as to why the Department feels this is necessary. We believe that it is 
unnecessarily burdensome. 

SubdiVision (c): Acknowledgement ofCIa~s 
This paragraph would require plans to acknowledge the receipt of each claim 
electronically, by telephone, website or "another mutUllUy ag;eellble accessible 
method." This language implies that each individual provider can unilaterally and for no 
reason reject electronic mail. telephone or website access and insist upon another means 
specific to that particular provider, which may not be economical. It also suggests that the 
plan must obtain the consent of each and every provider before establishing an alternative 
method. 

" While we appreciate the language that requires that this alternative be "mutually 
agreeable," and also appreciate having language ~wledging other possible 
alternatives, given the possibility of future technological advances, we think that plans 
should be required to provide reasonable access, but not be required to provide providef­
specific mechanisms subject to the consent of each and every provider, in the network or 
outside of the network. 

Subdivision (d) (6): Offsetting of Payments 
Subdivision (d) (6) would prohibit a plan from offsetting payments when providers 001 to 
reimburse the plan for oVCIpayments within the specified timeframe unless the plan 
contract specifically authorizes this offset. This ~anguage exceeds ~ statutory authority 
granted "to the Department in AB 1455. While we acknowledge the Department's ability 
to establish fair procedures for the offsetting of uncollected overpayments consistent with 
the law, this language goes beyond that statute. 

Section 1371.1. and to a lesser eX!ent Sections 1371.347 and 1371.2, deal with 
"overpayments. But those sections do not prohibit health plans from recovering monies 
owed to them through offsets, nor do the statutes require that plans include offset 
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