ENFORCEMENT NOTICE E09-39

STATE OF NEW JERSEY
DEPARTMENT OF BANKING AND INSURANCE

IN THE MATTER OF:

Proceedings by the Commissioner of Banking

and Insurance to rmpose civil penalties and

other measures against Oxford Health Insurance, Inc.,
Reference No. 7678026 and Oxford Health Plans
(NJ) Inc., Reference No. 76955006

NOTICE PURSUANT TO N.J.S.A.
17B:30-55a TO CEASE, DESIST
AND REMEDIATE VIOLATIONS

B ey

TO:  Oxford Health Insurance, Inc.

Oxford Health Plans (NJ), Inc.

48 Monroe Turnpike

Trumbuil, CT 06611

This matter having been opened by the Commissioner of Banking and Insurance, State of
New Jersey (“Commissioner’”), upon information that Oxford Health Insurance, Inc., an insurance
company incorporated under the laws of the State of New York and currently authorized to
transact insurance business in New Jersey as a life and health insurer, pursuant to N.J.S.A.
17B:23-1 et seq., and Oxford Health Plans (NI}, Inc., a medical service corporation incorporated
under the laws of the State of New Jersey and authonized to transact business pursuant to N.J.S.A.
17:48A-1 et seq., collectively referred to herein as “Oxford,” may have violated certain provisions
of the laws of the State of New Jersey; and

WHEREAS pursuant to the Health Claims Authorization, Processing and Payment Act,
N.JLS.A. 17B:30-48, et seq. (“HCAPPA”) restricts a carrier’s ability to seek reimbursement for

alleged overpayments and prescribes on limited conditions under which a reimbursement demand

can be based on extrapolation of sampled claims; and



WHEREAS HCAPPA specifically prohibits reimbursement requests based on
extrapolation of other claims except: (a) in judicial or quasi-judicial proceedings, including
arbitration; (b) in administrative proceedings; (¢} in which relevant records required to be
maintained by the health care provider have been improperly altered or reconstructed, or a
material number of the relevant records are otherwise unavailable; or (d) in which there is clear
evidence of fraud by the health care provider and the payer has investigated the claim in
accordance with its fraud prevention plan and referred the claim, together with supporting
documentation, to the Office of the Insurance Fraud Prosecutor (“OIFP”), see N.J.S.A. 17B:27-
44.2.4(10) and 26:2J-8.1.d(10); and

IT APPEARING THAT since the effective date of HCAPPA Oxford has repeatedly made
reimbursement requests against numerous medical providers and medical facilities based on
extrapolation and as a result of audits conducted on behalf of Oxford by outside vendors (see

Attachment A); and

IT FURTHER APPEARING THAT Oxford’s reimbursement requests have not come
under any exception to HCAPPA that would otherwise permit the requests to be based on
extrapolation; and

IT FURTHER APPEARING THAT in August 2008, representatives of the New Jersey
Department of Banking and Insurance (“Department”) initiated a telephone conference with
Ox{ford’s regulatory counsel to report complaints of unlawful reimbursement requests based on
extrapolation and to communicate the Department’s corresponding concerns about Oxford’s
activities; and

IT FURTHER APPEARING THAT during that telephone conference Oxford indicated
that the reimbursement requests were based on Oxford’s position that there evidence of fraud on

the part of the providers against whom the requests had been made; however when further



questioned by the Department, Oxford admitted that it had not referred any of the underlying
matters to the OIFP; and

IT FURTHER APPEARING THAT rather than discontinuing and remediating its
unlawful actions, a day or two immediately following the telephone conference with the
Department, Oxford made numerous referrals to the OIFP-- referring the providers previously
contacted for remmbursement -- in an apparent effort to provide a justification or cure for
Oxford’s violations of HCAPPA; and

IT FURTHER APPEARING THAT Oxford made such referrals to the OIFP
inappropriately, since prior to such referrals Oxford had acted in a manner inconsistent with the
position that there was clear evidence that the providers had committed fraud: e.g., referrals had
not been made until after Oxford had been contacted by the Department and informed that it was
violating HCAPPA,; ‘Oxford had made affirmative efforts to negotiate reduced reimbursement
amounts with the providers and abandoned previous demands “in the spirit of cooperation;”
Oxford allowed the targeted providers to remain in its network to provide medical services to its
members; Oxford failed to initiate litigation against any of the providers including those that
refused to pay the requested reimbursement, and therefore never brought actions alleging fraud;
and Oxford’s communications with the providers did not mention Oxford’s purported belief that
the providers were engaged in fraud -- thus Oxford’s conduct was inconsistent with the basis
upon which it referred the providers to the OIFP and subjected the providers to potential civil
and/or criminal investigations and prosecutions by the New Jersey Division of Criminal Justice:
and

IT FURTHER APPEARING THAT in the months following the telephone conference
initiated by the Department, Oxford did not discontinue requests for reimbursement based on

extrapolation; and



IT FURTHER APPEARING THAT the Department learned that Oxford was also
requesting reimbursement based on extrapolation against medical facilities, e.g. hospitals,
regarding which Oxford also failed to make referrals to the OIFP; and

IT FURTHER APPEARING THAT when questioned about these facility requests, Oxford
stated that its authority for making such requests derived from its contracts with the facilities, and
while the Department could not envision a contract that could supersede prohibitions against
extrapolation contained in HCAPPA, the Department nevertheless requested copies of the
conitracts; and

I'T FURTHER APPEARING THAT Oxford provided the Department with two contracts
with facilities -- the contracts were executed years before the effective date of HCAPPA, did not
provide for extrapolation, and in fact contained “conformance with law” provisions, and
therefore, Oxford’s explanation to the Department attempting to justify reimbursement requests
based on extrapolation was inaccurate and misleading because the contractual provisions did not
support Oxford’s unlawful actions;

NOW THEREFORE IT IS on this Z%ED day of June 2009,

NOTICE IS PROVIDED pursuant to N.J.S.A. 17B:30-55 for Oxford to CEASE AND
DESIST from further reimbursement request activity in violation of HCAPPA; and

NOTICE IS FURTHER PROVIDED that within 30 days of the date of this NOTICE,
Oxford shall fuily remediate its violations by taking measures including but not limited to:
reimbursing all affected providers for all amounts obtained in violation of HCAPPA, together
with interest at 12%, and submitting supplemental information to the OIFP consistent with its
remedial action;

NOTICE IS FURTHER PROVIDED that within 45 days of the date of this NOTICE,

Ox{ord shall submit a report to the Department, to the attention of Lee Barry, Assistant



Commissioner, detailing all remediation efforts and providing supporting correspondence,
documentation, payment calculations and proof of payment; and

NOTICE IS FURTHER PROVIDED that the Department reserves the right to seek
sanctions against Oxford for each unlawful action taken in connection with its retmbursement
requests. N.I.S.A. 17B:30-55 provides for penalties of up to $10,000 per day for violations of

HCAPPA.

Director of Insurance
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Date t1/AR2007

Dear Dr. I

In an effort to review the coding accuracy and appropriateness of ¢laims and encounters submitted to Oxford, we will be
conducting an audit of your Oxford patient claims. This audit will review the medical billing and coding for E&M claims
as submitted by your office. This information is necessary to admimster the plan in which these patients are or have been
insured under Oxford Health Plans. We know that providing us with this information can be time consuming and we
appreciate your cooperation in the process.

We want to avoid any confusion, and be clear \n our process with you. Thus, we wanted to address some common
questions you may have:

I, This review of your medical records is part of Oxford's healih care operations and 15 required in accordance with
federal and state requirements.

2. The review is not for purposes of reviewing quality of care, it 15 a review to determine the appropnateness ol
coding used when submiting claims and/or encounters. It is also different than credentialing or various other types
of reviews Oxford conducts for other purposes.

X In accordance with the Health Insurance Portability and Accountabllity Act (HIPAA), because this is part of
Oxford's health care operations, you are permmitted to submit records in response to this request without separate
authorization from the patients.

4. Even if your practice is no longer contracted with Oxford, you are still required to provide documentation for
periceds in which you provided services (o a member.

Attached 1s a list of members whose medical records have been selected for review, and the dates they were members of
Oxford. By forwarding the medical records to Oxford you are centifying that they are complete, accurate, and that Oxford
may rely on them as such. Only submit copies of the records for dates of service within the range provided. It is only
necessary (o submit the entire medical record if all the services you provided to the member are within the period being
reviewed. The records and notes must be legible to anyone with some familianty with medical terminology. Legibility is
the responsibility of the provider - if your notes and records are not legible to people other than yourself and immedrate
staff, they must be transenbed, made iegible and signed for authenticity. Be sure o clearly stamp or annotate that the
medical record 15 2 copy and not the original and 1o send copies of both the handwritten note as well as the manscribed
copy. Also, w ensure we have all pertinent information. remember to copy both sides of two-sided documents

Please submu the requested records within 30 days from the date of this letter.

Secure Fax: 1-888-740-7520

By Ma:l: Oxford Health Plans
oo Parses, inc.
3350 W. Buschwood Park Dr., Ste. 120
Tampa, FLL 33618



Unee our review s complete, the results will be shared with your office. At that time, we will be avaiiable o drscuss any
questions of toncerms you might have, including any unique aspects of your practice or patent population that might
affect the services you provide or the coding of your clamms.

Your cooperation t» greatly appreciated. If you have any questions. please don't hesitate to cantact us ol (806} 5777717

Stncerely,

Maria Pilarinos
Provider Compliance Analyst

Enclosures: Medsca) Record Reference Sheet, Instructions.
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Date: O5/172005

Dr.

Dear Dr. IR

As part of Oxford Health Plans’ practice of evaluating and understanding the provision of care provided to our Members,
we periodically conduct medical record audits. We know that providing us with information can be time consuming, and

we appreciale your cooperation.

A random sample of your Oxford patient files have been reviewed by Parses, Inc., a professional documentation review
company. The certified, professional coder at Parses who reviewed the sample records has been performing audits for
facihies, providers and insurers for many years, and has exicnsive training and experience in this area. Oxford's
agreement with Parses, Inc. is fulty HIPAA compliant and contains a confidentiality provision protecting Member records

from disclosure.

Enclosed is a copy of the audit report Oxford received from Parses detailing the Current Procedural Terminelopy (CPT:
codes you submitted for the Oxford patients reviewed and their findings as to the CPT codes that were appropriate. Please
note that all medical records submitted were audited using an Evaluation and Management (E&M) coding tool to assure
comphiance and conssstency with Centers for Medicare & Medicaid Services {CMS} Rules, as weil as with both the 1993
and 1997 CMS Documnentation Guidelines for E&M. The auditors use whichever guidelines are most favorable 1o the
individual physician and specific medical record and claims under review. For your convenience, you can find the 1993
and 1997 CMS Guidelines at: ppo/fnvww, cms.ths. govimedlean/emdoe.asp.

Buring this review, Parses identified 77 instances (out of 140 total instances reviewed) of incorreet

Evaluation and Management (F&M) Current Procedural Terminclogy {CPT) codes submitted by your office. Based on
our calculations, this represents an overpaymemnt of $29,379.81 for all in-office, sick E&M services you rendered to
Oxford Members from July 2002 through October 2007.

To assist you in understanding these results, we have enclosed documents showing the statistical methodology foliowed,
the appropriate codes and an audit report detailing Parses' findings. The audit report provides full details for each of the
140 daims reviewed; including information that supports what was used to determine a proper code.

The results of your audit can also be viewed by logging onto This secure
website will permit you to view electronic images of the medical records ogetner with the detarled audit results for each

patient encounter. You wiil need to enter your provider identification number as your User Name and a password that can
be obtained by calling Parses at 1-866-572-7737.

If you believe you have additional pertinent records, please contact Parses at 1-866-572-7737.

Please take ime to review the enclosed materials carefully, If vou are in apreerment with these findings. we are 2vailabie
to work with you to facilitate the return of the excess payment vou received. If there are any ungue aspects of your
practice that were not revealed during the audit, we would be happy fo discuss them with you. In order to have a full
drscussion of any of these findings. it is important that you provide us a detatled wnitten explanation of the following in
agvance of any scheduled discussion for any specific dates of service you beiieve were coded incorrectly by Parses:



i The elements within each medical record cerresponding 1o the history of present illness, past medical history and
review of systems that you befieve were not captured in the audit.

2. The elements within each medical record corresponding (o the physical exam that you believe were not vaplured in
the audrt.
3. The elements within each medical record corresponding to medical decision-making, meluding presenting

diagnosis, data reviewed and risk of treatment, that you beheve were nat captured in the sudit.

We will delay any action on this matter for 45 days from the date of this letter, to provide you with the appartuniy to
review the audit findings and prepare any response you deem appropriate. Cince you have had s chance 1o review (he
above matenal, please contact us 50 we can discuss it If vou would like, we can arrange for a medical directos to be
wctuded inthat conversation. If 1 can be of any assistance to make this process easter o 1f you would like more
informiation (o help you understand coding practices, please fee! free to contact me at |-800-889-76358, extenston TEEn
We apprecrate your cooperation and responsiveness.

Siacerely,

Maria Pilarinos
Provtder Compliance Analyst



7
OXFORD

HEALTH PLANS

September i, 2008

Dear Dr. || IR

Fam in receipt of your letter dated September Jil, 2005.

Although you sent in a detailed response to each visit that Parses has reviewed, you did
not provide any additional documentation that may support the level of code that you
bilfed.

In good faith, Oxford is willing to offer you a settlement offer of $6500.00 to resolve this
matter.

To conclude, if you would like to amicably resolve this matter, picase contact me by
October 10, 2008.

Maria Pilarinos
Fraud and Abuse Analyst

. 203 459 6000

foda Monro, Tirenee Toog,
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A reviev: of Implantable payiients were canductcd by our vendor OmmiCleim fne fou
_HUSPHHL ~Hospilai :md- Hospitai. After 4
thurough review, it was determined that 4 combined total averpayment in the amount of

$1,121,897 exists. The details of this review were given to you on August I, 2006 from
our vendor OmniClaim Inc. The details of this review are included in the enclosed
documentation. We would APPIECciaie Your assistance in reimbursing our office for the
amount overpard of $1,121.847, as indicated on the attached report, See breakdown
below:

Hospital: $920.850
jospital: $181,278
(519719

We ask ihat you please retum the overpayment amount to:

Oxford Health Plans
Atta: Tony Clericuzio
7120 Main Street
Trunibull, CT 06611-9533

Please submit payment with in 10 days. If we do not 1eceive payment within this
timeframe, we will begin to offset or Your account will be referred to a collection agency.
Shauld you have uny questions, please comact me at (203)001-6551.

Thank »ou for your Prempt atienuon 1o this muatler

Sincerely,

.1“—'-1’?" \_,'L’« il A \
Teny Clercurio
Projest Munager
Cust Comaimment and Kecovery

e
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HEALTH PLANS®
A UnrtadHatthesrs Company

Date: 1 }/.fZC!)S
Dr.

RE: RECONSIDERATION

Dear Or. [

Pacses, Inc. ('Parses’), on behalf of Oxford Health Plang (‘Oxford’), has completed its review of the documentation you
provided, including any additional documentation provided ar the 1ime of your request for reconsideration,

The enclosed Medical Records Reference Sheet contains a claims-specific summary of the resuits. Additionally, we have
included a complete audit rail for each claim reviewed, which fully discloses the exact findings of the coding specialist.
You may also view uite side-by-side with & ¢ f medical records you provided by logging into your secure
user account at
Your USER N

How (ke recondlderation process was conducted
This reconsideration review was conducted by a qualified, independent coding specialist, who was not involved i the
first review. These coding specialists are nurses, physicians, and cerified coders who reviewed the actual medical records

Based on the additional information provided and the results of this recaonsideration, we have found 20 dates out of
78 dates of service in error.

In the spirit of cooperation and respect, Oxford has decided not 10 pursue recovery of the overpayment identified af this
thme,

TakeldvmlageoﬂhishuﬂdeoﬂerhsmlunmreaboutE&Mmding

We hope your custormized sodit trails provided you with a valuable educational resource. We are also providing you with
90 days' free acoess 1o the PARSES On-Demand Internet Video Library: E&M Documentation Requirements Video
Series. This video series is comprised of len topic-specific streamung videos thal range in length from two 1o eight
minutes each.

rVrdeo Access: hittp:

Sincerely,

Marta Pilarmos




