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LouistaNA DEPARTMENT OF INSURANCE

James J. DoneLoN, COMMISSIONER

SALUTATION P.C Beox 94214

Baton RcouGe, Louisiana 70804921 4
PHONE (225] 342-9900

May 10, 2007 Fax (225) 342 3078

hipwww. Idi la. gov

Honorable James J. Donelon
Insurance Commissioner

State of Louisiana

P.O. Box 94214

Baton Rouge, Louisiana 70804-9214

Comumissioner Donelon:

Pursuant to your instructions and in compliance with Statutes, rules, regulations and
procedures of the Louisiana Department of Insurance, a market conduct examination has been made

of the affairs of

HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.
One Galleria Blvd., Ste. 850
METARIE, LOUISIANA 70001-7542

COMPLIANCE OFFICE
1100 Employers Boulevard
GREEN BAY, WISCONSIN 54344

NAIC COMPANY CODE: 95642

The report thereon, as of December 31, 2006, is hereby respectfully submitted.



FOREWORD

A market conduct examination was performed on the activities of Humana Health Benefit
Plan of Louisiana, Inc. from January 1, 2003 through December 31, 2006. The examination was

performed by test and ail tests applied during the examination are included in this report.

SCOPE OF EXAMINATION

In accordance with LSA-R.S. 22:1301 D., the market conduct examination of Humana
Health Benefit Plan of Louisiana, Inc., heremafter referred to as (“HHBPL”) or (“Company™), was a
routine market conduct examination authorized by the Louisiana Department of Insurance

(“Department’™).

The purpose of this examination was to examine compliance by the Company with Louisiana
Insurance Laws, Regulations, Directives, and the National Association of Insurance Commissioners
(“NAIC”) Guidelines. The NAIC guidelines set the standards of conduct for a health insurer and
promote a program of fair treatment of policyholders. The 2006 edition of the NAIC Market
Regulation Handbook, Volumes I and IT was used as a measure of compliance.

The Audit Command Language (ACL) program, a data manipulation program, was utilized in
this examination along with Microsoft EXCEL and ACCESS. Samplings were utilized to test the
Company’s records and procedures. The ACL program was used to automatically generate a
sampling of claims records and new business records. ACL and the query capabilities of ACCESS
also allowed some studies to be performed on the total population of more than three million claims
records and an electronic comparison of the Company listing of more than 1,800 producers with the

appointed producer listing from the Department records.

During the course of this examination, the Company’s operations were reviewed, including,
but not limited to, the following:

¢ Company operations and management;




e Complaint and Grievance handling;
e Marketing and Sales

¢ Producer licensing;

o Claims

e Utilization Review

e Quality Assurance Review

e Network Adequacy

Some unacceptable or non-complying practices may not have been discovered in the course
of this examination. Failure to identify or criticize specific Company practices does not constitute
acceptance of such practices by the Department. This report should not be construed to endorse or
discredit any insurance company or insurance product. Statutory cites and regulation references are

as of the period under examination unless otherwise noted.

Prior Examination Comments and Recommendations

Processes and practices currently in place have eliminated concerns expressed in the 2002
examination. Findings in the denied claims review showed that 31, 267 claims had been denied for
“pending Medicare”, a practice that had been listed as a corrected concern in the previous
examination, initially caused concern. However, all of the claims in the sampling denied for this
reason had, in fact, been held in pending for more than forty-five (45) days before being denied as
the Department had recommended. The Medicare approval process routinely takes more than forty-
five (45) days, and is not at all unusual that the forty-five (45) day pending of these claims would still

result in denial for missing information,

HISTORY AND PROFILE

Ochsner Health Plan (*OHP”") was formed as a partnership on December 1, 1984 for a period

of 15 years and commenced business on June 1, 1985. The approximate percent of ownership for

each partner was:



e Ochsner Clinic 69.5%
o Ochsner Service Corporation 29.5%

¢  William Townsend 1.0%

On December 29, 1988, William H. Townsend sold his 1% interest to the partnership. On
February 14, 1991, Ochsner Clinic sold its entire interest in OHP to a subsidiary, Ochsner Health
Plan Interest, Inc. (“OHPII"). Consequently, OHP was owned 70% by OHPHII and 30% by Ochsner
Service Corporation (“OSC™).

OHP was licensed to transact business solely in the state of Louisiana. A certificate of
authority was issued on May 24, 1985 that authorized OHP to conduct the business of a health
maintenance organization (“HMO”). OHP was a federally qualified HMOQO that provided
comprehensive medical services to members, primarily through contractual arrangements with

Ochsner Clinic.

On October 31, 1994, Ochsner/Sisters of Charity Health Plan, Inc. (“O/SCHP”) was formed
to acquire OHP. The stock in O/SCHP was issued to the former owners of OHP and to another
company, Louisiana Integrated Community Health Network, Inc. The name of the HMO was
changed to Ochsner/Sisters of Charity Health Plan, Inc. This transaction also changed the HMO from
a partnership to a corporation and resulted in the acquisition of a subsidiary, Health Advantage, Inc.,

a preferred provider organization (“PPO”).

During 1994, OHP entered into a risk contract with Health Care Financing Administration
(“HCFA”), allowing OHP to provide medical and other services to individuals entitled to benefits

under Parts A and B of the Medicare program.

On September 13, 1996, the Department approved an assumption reinsurance agreement
between O/SCHP and Accident Insurance Company, and affiliate of the HMO, and Allianz Life

Insurance Company of North America whereby Allianz reinsured all of the business of the affiliate.



On October 28, 1996, the Department approved the dissolution of O/SCHP and Accident Insurance
Company.

In November of 1996, the HMO changed its name from O/SCHP back to the original of
Ochsner Health Plan, Inc. At the same time, ownership interest from Louisiana Integrated

Community Health Network, Inc. transferred back to OHPII and OSC.

On August 31, 2001, Alton Ochsner Medical Foundation (the “Foundation™) and Ochsner
Clinic LLC (the “Clinic”) effected a merger transaction resulting in the net assets of the Clinic
(including the Clinic’s 70% interest in OHP) being acquired by the Foundation. In addition, the name
of the Foundation was changed to Ochsner Clinic Foundation (OCF) and QOHP effectively became a

wholly owned subsidiary of OCF.

On January 9, 2004, a Form A was filed by Humana Insurance Company (“HIC”) with the
Department regarding the intent to acquire Ochsner Health Plan Interest, Inc. (n/k/a Humana Health
Plan Interest, Inc.), and its HMO company, Ochsner Health Plan, Inc. (n/k/a Humana Health Benefit
Plan of Louisiana, Inc.). HHBPLA became a member of the HUMANA holding company system on

April 1, 2004, when the above-mentioned acquisition was completed.

HHBPLA is now 100% owned by Humana Health Plan Interest, Inc., a Louisiana general
business corporation and wholly owned subsidiary of Humana Insurance Company (“HIC”). HIC is
a Wisconsin insurance company and is owned 100% by CareNetwork, Inc., a Wisconsin general
business corporation and wholly owned subsidiary of Humana Inc. Humana Inc. “HUMANA”) is a
Delaware corporation and an insurance and HMO holding company and the ultimate controlling

entity.

The Company is licensed and authorized to conduct the business of a HMO in the state of
Louisiana. The Company offered medical coverage to large and small groups and to individuals with

either HMO or PPO (Preferred Provider Organization) products. In order to provide an adequate



network of participating providers, the Company contracted with local physicians, hospitals,
pharmacies and other health care service providers either on a fee-for-service or a capitated basis.

The numbers for the 2006 annual statement were not yet available.

DIRECT WRITTEN PREMIUM (see page 62 of annual statement for 2005 of HHBPL)

2005
Premiums $472,376,988
Medicare Title XVIII 434,227 660
r Employee Health Benefit Premiums 14C,901
\ TOTALS $906,742,554

Marketing is conducted through a network of producers, advertising to the public, call center

telephone solicitation and via a web site for direct on line applications from consumers.

COMPANY OPERATIONS AND MANAGEMENT

The Company operations and management were reviewed according to the standards outlined

in the NAIC Market Regulation Handbook.

Certificate of Aunthority

The Company's Certificate of Authority to conduct business as a HMQO in the state of

Louisiana was issued May 1, 2004.

Internal Audit
Based on a review of the audit schedule along with the summary, conclusions and

recommendations from audits, it is obvious that the Company’s internal audit function is active and

thorough.,

Disaster Recover Plan

The Company has a comprehensive disaster recovery plan designed to maintain file and






An additional nineteen (19) files had enrollment forms indicating “rollover from Ochsner”
and four (4) files were reinstatements. This left only twenty-nine (29) full underwriting files. Three
(3) cases were on line applications initiated by the consumer with no producer involvement.

A review of the sample files showed no evidence of discrimination or rebating and all cases
were issued on approved policy forms. However, the Company acknowledges that none of the
38,493 applications submitted contained the “NOTICE” on page one (1) as required by LSA-R.S.
22:2026(A) which states as follows:

“§2026. Enrollment application; required statement; annual notification and disclosure of
information

A. Every application for enrollment in a health maintenance organization shall contain the following
staternent conspicuously displayed on the front of such application in at least ten peint bold-face capital
letters: "NOTICE - YOU MUST PERSONALLY BEAR ALL COSTS IF YOU UTILIZE
HEALTH CARE NOT AUTHORIZED BY THIS PLAN OR PURCHASE DRUGS

WHICH ARE NOT AUTHORIZED BY THIS PLAN."”

This constitutes a violation for each of the thirty-eight thousand four hundred ninety-three
(38,493) applications. The appropriate wording was inciuded in the filing approved by the Louisiana
Department of Insurance, but it was on page two (2) of the applications used in the field rather than

in the more prominent page one (1) location required by statute.

All files reviewed contained the proper disclosures, including privacy practices notification,
were in full compliance with the provisions of HIPPA and COBRA and were handled according to

the procedures and policies as laid out in the Company’s Underwriting Manual,

Declined

A review of the sixty (60) file sampling out of the 2,890 total applications declined during the
period under examination showed that all declinations were in accordance with Louisiana statutes
and regulations and according to the procedures outlined in the Company’s underwriting manual.
All except one (1) case were declined due to health history, and the exception was an applicant who

was no longer a resident of Louisiana.
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Rescissions

A review of the seven (7) cases rescinded during the period under examination showed that

all were justifiable based on the information in the files.

CLAIMS

Sample
| Records Reviewed
Paid 2,754,522 60
Denied 565,634 60
TOTAL 3,320,156 120
] |

Note that the data runs showed a separate record for each procedure code within each claim,
meaning that some claims generated many records each. Because of this, the samples selected were
done on a systematic basis rather than random. The total number of records for each category was
divided by sixty (60), and then the sample was selected accordingly. Each “Paid” or “Denied” claim
record indicates that a particular HCPCS or CPT code was paid or denied, not necessarily the entire

claim.

The accident and health claims practices were examined for efficiency of handling, accuracy
of payment, adherence to contract provisions and compliance with Louisiana statutes and

regulations.

Adherence to contracts between the Company and preferred provider organizations (PPOs)

for discounts and limitations was not considered.

A claim is taken to be a demand for payment by an insured or third party claimant under

coverage against the insurer, which claim is:

15



Paid by the insurer as:
1. Full recompense
2. Partial recompense

Closed without payment by reason of no:
1. Relevant coverage

2. Liability

Paid Claims
A review of sixty (60) paid claim files determined that all claims were paid in accordance

with policy provisions and applicable Louisiana statutes and rules.

Claim Time Studies

For these studies, claim payments are measured from the date of receipt by the insurer of
written documents such as claim forms, medical bills or other reasonable evidence of a claim, until
the date the claim is processed by the insurer. Based on the electronic calculation for ¢claims in the
sampling subtracting date of claim from date paid or denied, interest was not paid on four (4) claims
not paid within thirty (30) days. However, in response to the critique presented by the examiner, the
Company provided evidence showing that all of the delays in the sampling were waiting for

additional information needed to complete the claims.

All but three (3) claims in the sampling were paid within thirty (30) days after reaching
“clean” claim status. Two (2) of these claims not paid within thirty (30) days were patd with
appropriate interest and one (1) paid after fifty (50) days was paid under Katrina special provisions
for delayed payment.

Time studies on the total population of 3,320,186 claims processed showed the following:

P_)Ays IN PROCESS | NUMBER OF CLAIMS | PERCENT OF TOTAL
Less than 31 days | 2,503,967 75.42
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| 31-60 days | 369,517 11.13

| 61-90 days 143,540 4.32
More than 90 days 303,137 9.13

Based on the findings that all claims in the sampling were either processed within the
required time or had interest paid when delayed, it is to be assumed that there were no timeliness of

payment violations in handling these claims.

Denied Claims

There were 565,634 claims denied during the period covered by the examination, seventeen
percent (17%) of the total claims submitted. The ten (10) reasons having the largest number of

claims denied are shown in the following table:

E REASON FOR DENIAL COUNT | AMOUNT

Duplicate of previous claim 143,386 | $140,519,720 |
“Procedure billed included within another procedure (unbundled) 127,972 $8,397,745 |
Professional interpretation (of lab or pathology) not covered 55,970 $2,214,947
Eligibility requirements not met 45,947  $18,881,598
Pending Medicare 31,287 $16,401218
| Excluded service 27,455 $6,802,71?4r
No Pre-Authorization 16,280 $20,243,567
Not submitted within required time period 15,001 $6,145,288 |
Service provided not compatibie with diagnosis 10,327 $4,133,437
' Billing error or duplicate charge 8’65i| $1,787,240

It should be noted that one (1) of these reasons, pending Medicare, was addressed in the
previous examination report and it was recommended that this not continue as a reason for denial but
that these claims should instead be held in pending for at least forty-five (45) days before being
denied. The denied claims sample review showed that all cases denied for “pending Medicare” in the

sample had, in fact, been held in pending more than forty-five (45) days before being denied. This

17



reason for denial still comprised five and one half percent (5.5%) of all denials. It is not at all

unusual for the Medicare claim processing to take well in excess of forty-five (45) days.

The Company acknowledged that they need to refine their procedures for handling claim
denials for code 522 (professional interpretation not covered). Although this is listed as an exclusion
on the policy certificate, the Company failed to include this item as “estimated member
responsibility” on the explanation of benefits sent to the insured. This leaves the insured with the
impression that their obligation has been satisfied by the Company and they are surprised and

confused when they receive a bill for this service from the health care provider.

A samipling of sixty-three (63) denied claim files was selected for comprehensive review.

As acknowledged by the Company’s responses to critique # 1, one (1) of the denied claims

reviewed was a violation of LSA-R.S. 22:215.21, which states as follows:

“§215.21. Health insurance coverage for diabetes

A. Any hospital, heaith, or medical expense insurance policy, hospital or medical service contract, health
and accident insurance policy, or any other contract of this type providing comprehensive major medical
benefits, including a group insurance plan, or any policy of family group, blanket, or association health and
accident insurance, a self-insurance plan, an employee welfare benefit plan, or a health maintenance
organization subscriber agreement which is issued or renewed in this state on or after January 1, 1998, or
the Office of Group Benefits programs shall provide coverage for the equipment, supplies, and outpatient
self-management training and education, including medical nutrition therapy, for the treatment of insulin-
dependent diabetes, insulin-using diabetes, gestational diabetes, and non-insulin using diabetes if
prescribed by a physician or, if applicable, the patient's primary care physician.

B.(1) Every health insurance policy shall include coverage for a one time evaluation and training program
per policy for diabetes self-management when medically necessary as determined by a physician and when
provided by an appropriately licensed health care professional upon certification by the health care
professional providing the training that the insured patient has successfully completed the training. Such
programs shall be provided by a health care professional in compliance with the National Standards for
Diabetes Self-Management Education Program as developed by the American Diabetes Association. The
coverage afforded by this Paragraph shall not exceed five hundred dollars.

{2) In addition to the ¢valuation and training program provided in Paragraph (1) of this Subsection,
coverage for additional diabetes self-management training shall be provided if a physician prescribes such
additional training based upon its medical necessity because of a significant change in the insured's
symptoms or conditions. This additional coverage shall be limited to one hundred dollars per year and a
lifetime limit of two thousand dellars per insured.

(3) The diabetes self-management training provided in Paragraphs (1) and (2) of this Subsection shall be
provided by a health care professional within his or her scope of practice after having demonstrated
expertise in diabetes care and treatment and after having complieted an educational program required by his
or her licensing board when that program is in compliance with the National Standards for Diabetes Self-
Management Education Program as developed by the American Diabetes Association.

18



C. The benefits provided in this Section shall be subject to the same annual deductibles or co-insurance
established for all other covered benefits within a given policy.

D.(1) The provisions of the Section shail not apply to individually underwritten, guaranteed renewable or
renewable limited benefit supplemental health insurance policies authorized to be issued in this state.
(2) The provisions of this Section shall not apply to medical benefit plans that are established under and
regulated by the Employee Retirement Income Security Act {(ERISA) of 19747

LSA-R.S. 22:215.21mandates coverage for diabetic self management training. Although the
correct CPT code was reported on this claim, the diagnosis (ICDA) code did not indicate that the
patient was a diabetic. There were no denials for pre-existing illness in the sample, and, as shown in
the above table, the vast majority of denials were for administrative reasons or limitations in the

contracts between the Company and providers.

UTILIZATION REVIEW

Based on accreditation by URAC, the utilization review study was limited to reading the
comprehensive minutes of the Company’s Utilization Committee. The program appeared to be

thorough and fair.

CREDENTIALING

Minutes of the regular meetings of the Credentialing Committee indicated a strong, thorough
evaluation of the suitability of providers seeking membership in the HHBPLA program.

QUALITY ASSURANCE

Based on an “Excellent” accreditation status from the National Committee of Quality
Assurance Accreditation (NCQA), the quality assurance review was limited to reading the minutes of

committee meetings. The minutes reflected thorough reviews and corrective measures when needed.

NETWORK ADEQUACY

19



The only concern regarding network adequacy arose from the balance billing by non-
contracted providers for professional interpretation of laboratory and pathology studies. Although
committee minutes did not reflect any concerns in this area, the large number of denials for this

procedure indicates that there might not be an adequate network for these services.
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SUMMARY OF IMPORTANT POINTS

PRODUCER LICENSING

. Twenty-four (24) un-appointed producers wrote 124 applications

for coverage, resulting in one hundred twenty-four (124) violations
of LSA-R.S. 22:1141{A)(1). Nineteen (19) of these producers were
paid commissions on 96 of these cases, resulting in ninety-six (96)
violations of LSA-R.S. 22:1148(A)X1).

UNDERWRITING

. Four (4) of the 60 sample files requested for review could not be
located. Although this sampling shows only four (4) violations of
LSA-R.S. 22:1214(16), applying the six point six percent (6.6%)
error rate in the sampling to the total population of 18,245 individual
cases written would indicate a potential 1,204 violations.

. 38,493 Louisiana applications did not have the “NOTICE” as
required by LSA R.S. 22:2206(A) properly affixed to page one (1)
which results in thirty-eight thousand four hundred ninety-three
(38,493) violations of the referenced Statute.

CLAIMS
Denied Claims
. The Company denied a claim for a mandated coverage, resulting
in one (1) violation of LSA-R.S. 22:215.21.
. Explanation of benefits forms did not properly reflect the
payment status of claims denied for professional interpretation of
laboratory or pathology, resulting in significant complaints,

grievances and balance billing.

21

PAGER)

12

I3

14

18

18




CONCLUSION

I. Boyd A. (Tony) Higgins, do solemnly swear and affirm that [ am an Examiner for the
Commissioner of Insurance of the State of Touisiana, and that as such I was assigned to

conduct an examination of the market conduct activities of

HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.
METAIRIE, LOUISIANA
COMPLIANCE OFFICE
GREEN BAY, WISCONSIN
That 1 made such examination and the above and foregoing is a true and correct copy
of my report of such Company and the same 15 true and correct to the best of my knowledge,

information and belief.

Respectfully submitted,

FLMI, CLU, ALHC
Market Conduct Examiner-In-Charge

Louisiana Department of Insurance
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SUBSEQUENT EVENTS

The Company has responded with evidence that it is taking steps to correct the issues raised
in the report. Based on supporting exhibits and the (ollowing explanations, it appears that the issues
have been satisfactorily addressed.

Underwriting:

The change of the NOTICE to page one of the application has been initiated. This inciludes
any application used on Humana’'s web page.

Producer [Licensing:

Due to the problem identified in the examination where Humana was unaware of producer
appointments not being renewed by the Department of Insurance, Humana has implemented a
contro! to audit the appointments between the state and Humana. This process confirms any
appointments the state has not renewed and that Humana may need to re-appoint due to the annual
renewal process.

Claims:

On September 19, 2007, explanation code 522 “Professional interpretation charge is not
allowed separately for automated lab tests” was changed for non-participating providers to now
include these denied amounts in the member’s patient responsibility section of the Explanation of
Benefits. This change is not yet fully implemented for a small number of hospital based providers
due to a system issue relating to these providers. Humana has set a target date of January 1. 2008 to
make the system change. The Department of Insurance will be notified when this problem is fully
resolved.

Respectfully submuitted,

} CIE, FLMI, CLU, ALHC
Market Conduct Examiner-In-Charge

Louisiana Department of Insurance




