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The Department of Managed Health Care (DMHC) became operational on July 1, 2000.   According to a recent report by the Legislative Analyst’s Office, the DMHC’s stated mission is to work toward an accountable and viable managed care delivery system that promotes healthier Californians. This is accomplished by a variety of activities, including:

· Ensuring accountability through enforcement of the provisions of the Knox-Keene

Health Care Service Plan Act of 1975, which authorizes state regulation of health care plans (HMOs).

· Developing and launching public education and awareness efforts.

· Providing an annual HMO report card.

· Operating the HMO Help Center to help Californians resolve their problems with HMOs.

· Licensing and conducting medical surveys and financial examinations of HMOs.

· Maintaining a toll-free physician phone line so that the Office of Plan-Provider Relations is informed early of systemic problems that may affect consumers.

The DMHC has 329 positions (with 50 vacancies) to oversee 108 HMOs covering 22 million enrollees in full service HMOs and another 42 million enrollees in specialty HMOs.  The HMOs have an annual revenue of $47 billion dollars.

1.  HMO Help Center

The HMO Help Center operates 24 hours a day and 7 days a week and employs 35 consumer representatives.  The Center handles 450 calls every day. This statistic is not a “good” number.  The fact that there are 450 calls every day raises the issue that perhaps there is an epidemic of complaints that needs to stop.  What appears to be happening is that the DMHC is solving the problems for the HMOs.  The job of the DMHC is to regulate HMOs, not solve their problems for them.  It appears that the HMOs are willing to let only those problems that float to the surface get solved.  

· Of the patients that do call, what happens to them?  The DMHC survey reports a 100% satisfaction rate among callers.  Is this accurate?

· Of the 50% of phone calls that are referred to their HMO, what happens to them?

· What about all those other patients who never call the HMO Help Center?

· How do you handle billing disputes between an HMO and patient?

· Why are there only 2 staff to handle the HMO-provider complaints?

2.  Independent Medical Review

The DMHC has received over 1,200 requests for Independent Medical Review (IMR) in its first year. IMR should actually lead to less litigation if it resolves issues independently.  The real purpose of IMR is to improve the grievance system, so that problems are solved early rather than later.  Although the IMR is a model for the nation, its existence is being threatened by federal courts.  The results of IMR reveal that of the 1,263 requests for IMR, 573 were eligible for IMR and only 247 were ruled in favor of the HMO.  This means that in the majority of cases, which is 326 patients, there has been improper denial of care.  Or stated another way, every day of the year, 1 patient is being denied necessary medical care.  This 57% reversal frequency is higher than the national 50% frequency and indicates a serious problem in California.

3.  Mandates

The Legislature has passed a variety of mandate bills to protect patients, including mental health parity, diabetes education, treatment of alcoholism, management of breast cancer and prostate cancer, maternity care, reconstructive surgery and access to clinical trials.  A report prepared for the Legislature in 1997 by Price Waterhouse in 1997 examined the effects of five mandates and projected the premium increase: 

· insurer liability—0.1 to 0.4%

· use of drug formularies—0.6%

· mental health parity—2.1%

· direct access to obstetric and gynecologic services—0.35%

· lengths of stay for mastectomy patients—0.35%.

Does DMHC monitor compliance with all of the mandates, how does DMHC educate patients about these mandates, and what has been the real costs of these mandates?

4.  Enforcement 

As of December 1, 2001, DMHC has issued formal actions against 24 HMOs and against 5 dental HMOs. And although there have been 26 fines levies against the plans, this seems small considering the large number of complaints:

Kaiser
5/12/00
 $ 1,000,000 
cease poor care Margaret Utterback




Baycare
7/3/00
 $      17,500 
no annual report




Safeguard
7/11/00
 $        2,500 
failure to file statements and pay claims




Ideal Dental
9/26/00
 $      10,000 
surrender license and pay penalty




Kaiser
12/27/00
 $      25,000 
release of confidential information KP Online




Blue Cross
1/10/01
 $        2,500 
failure to pay within 30 days




Cigna
1/23/01
 $      10,000 
failure to pay for care




Kaiser
2/9/01
 $    100,000 
add Spunberg and West to 5/00 order




Health Net
2/14/01
 $      30,000 
failure to give 30 day notice




PacifiCare
3/13/01
 $    250,000 
failure to pay claims in 45 days




Health Net
3/22/01
 $      15,000 
release of confidential information




Aetna
3/23/01
 $        2,500 
no 30 day notice




Health Net
4/9/01
 $      60,000 
false quarterly statements




PacifiCare
6/21/01
 $        2,500 
failure to provide proper grievance




Ventura HP
7/6/01
 $        2,500 
failure to follow grievance procedure




Alameda All.Hlth
8/9/01
 $      25,000 
failure to pay 37 claims in 45 days




Community Dent
8/13/01
 $        2,500 
failure to file statements




PacifiCare
8/17/01
 $      25,000 
failure to refer out of plan




Promed
8/27/01
 $        5,000 
failure to file statements




Health Net
9/5/01
 $    100,000 
failure to pay claims in 45 days




Heritage Provider
9/20/01
 $      50,000 
failure to pay interest




Sharp Health Pl.
10/23/01
 $      75,000 
failure to maintain fiscal soundness




Aetna
11/9/01
 $        5,000 
failure to pay hospital bill




PacifiCare
11/14/01
 $        2,500 
failure to provide continuity of care




Kaiser
11/15/01
 $    500,000 
failure to refer Timothy Waters




Blue Cross
11/20/01
 $        2,500 
failure to provide HIPAA coverage




· Another Legislative concern has been the HMO assessments.  For example, the specialty HMOs have asked for SB 686 (Ortiz) to rationalize and normalize the fees that are paid by full service plans and specialty plans and is awaiting a report by the Legislative Audit Committee.

· What is the status of the regulations for AB 1455 (Scott) to ensure fair business practices between the HMOs and the providers?

5.  Patient Advocate

The Office of the Patient Advocate has developed the HMO report card in order to inform consumers of their choices and rights. The HMO report card has 4 grades from zero stars to 3 stars.  This would appear to be a good idea.  But since no HMO got zero stars, and no HMO got 3 stars, every HMO looks the same.  

· What good is the HMO Report Card?

· How can it improve?

6.  Fiscal Solvency Standards Board (FSSB)

The FSSB has been meeting regularly since July 2000.  What is the current status of the implementation of SB 260 (Speier)?  Why does the DMHC not have greater oversight of the adequacy of HMO-provider contracts?  What is the trend of fiscal solvency of medical groups?

7.  Discount Health Plans
The DMHC issued an opinion about discount health plans June 2001.  What was the reason DMHC issued this opinion?  Who requested the opinion?  How does it compare to the opinion of the Attorney General? 

8.  Consolidation of DMHC and Department of Insurance (DOI) 

· Should the DMHC and the DOI consolidate their consumer hotline?

· Should the benefit levels, quality of care monitoring, grievance and dispute resolution process, and solvency standards be equalized?
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