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William Hagan, CEO 
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3 14 1 N. 3'* Avenue 
Phoenix, AZ 8501 3-4345 

RE: Notice to Cure - Grievance System (Extensions and Retro-Review Process) 

Dear Mr. Hagan: 

The Division of Health Care Management is issuing a Notice to Cure to Arizona Physicians IPA, Inc. (APIPA) 
regarding management of the grievance system process under contract YH09-0001. 

Claim Di s~u te  Extensions 
On February 25,2010, APIPA submitted a corrective action plan (CAP) to address AHCCCS' concern with its 
grievance process, specifically the excessive number of extensions requested each month. Item number three 
in the CAP indicated that APIPA would decrease the volume of extensions to no more than 25% of all disputes 
by March 10'. The monthly grievance report that was submitted for the March data on May 3Id indicated the 
following: 

Number of Claim Disputes Received 2,338 
Total Current Inventory as of End of Month 1,882 
Extensions Requested 2,364 

Therefore, APlPA did not meet its self imposed March 10' goal. Additionally, APIPA reported on May 4' 
that in April 2010 a total of 1,l I I extensions were requested. Although this is an improvement from the 
previous month, the goal still has not been obtained. 

Although contractors may request an extension from a provider when a decision can not be made within the 30 
days allotted in the Claim Dispute process, it is not acceptable that APlPA needs to request them for the 
majority of the cases received. This leads us to believe that APlPA is not adequately staffed to process 
disputes according to the terms of its contract with AHCCCS. Paragraph 16 (Staffing Requirements) of the 
Acute Care Contract reads as follows: 

The Contractor must employ sufficient staffing and utilize appropriate resources to achieve 
contractual compliance. The Contractor's resource allocation must be adequate to achieve outcomes 
in all functional areas within the organization. Adequacy will be evaluated based on outcomes and 
compliance with contractual and AHCCCS policy requirements, including the requirement for 
providing culturally competent services. If the Contractor does not achieve the desired outcomes or 
maintain compliance with contractual obligations, additional monitoring and regulatory action may be 
employed by AHCCCS, up to and including actions specified in Section D, Paragraph 72, Sanctions, 
of the Contract. 

Therefore, please submit a corrective action plan by COB June 3, 2010 that addresses how APIPA will meet 
the following goals: 

Adjudicate 95% of claim disputes no later than 30 days after the provider files the claim dispute with 
APIPA or within timeframes agreed to by APlPA and the provider. For disputes filed with APIPA on 
or after June I ,  2010, APlPA must adjudicate 99% of claim disputes no later than 45 days from the 
date of receipt. 



Reduce claims dispute extension requests so that the number of extensions requested does not exceed 
25% percent of the total claims dispute inventory. Extensions may not exceed 15 additional days. 

Retro Review Process 
In December, 2009 APIPA initiated a new process for conducting a retrospective review for members seen 
either in the Emergency Department or admitted and discharged to an acute facility during non business hours. 
AHCCCS received complaints from several hospitals regarding this process including, but not limited to the 
following: 

APIPA issuing claim denials due to lack of authorization before a clinical review was conducted. 
APIPA clinical staff stating that the hospital had no "appeal rights" because two physicians at APIPA 
had looked at the record and denied the care based on clinical criteria. 
Not reviewing medical records q part of the claim dispute process. 

During a meeting with AHCCCS on March 2znd, APIPA acknowledged that they were denying claims rather 
than pending the claims for medical review and that the retrospective review was not occurring prior to the 
claim being denied. APIPA committed at that meeting to correcting the situation immediately by pending 
claims until the retrospective review was completed. On April 30' AHCCCS was informed that the situation 
had not been corrected at which time APIPA committed to fixing the claim issue by May 1 I '~ .  To assure that 
the issues would be addressed comprehensively, on May 6' AHCCCS provided technical assistance to APIPA 
regarding regulatory requirements as they relate to concurrent review, retrospective review, claims and the 
claim dispute process. APIPA was given a copy of the presentation and it is also attached here as 
documentation of the guidance that was provided. 

APIPA's failure to coordinate the retrospective review process with the claim process placed an undue burden 
on hospitals and the appeal process. Due to this failure, APIPA must submit a corrective action plan by June 
3,2010 which addresses the following: 

Update the hospital communication log to remove reference to administrative denials. The log must 
be submitted for AHCCCS review. 
Pend claims for retrospective review as opposed to denying these claims. 
update processes to acknowledge that claims ieceived within 10 days is considered notification for a 
hospital stay. 
Develop a communication plan to keep all impacted hospitals up to date regarding the retro review 
process. 
Complete all reviews that are currently older than 30 days by June 30'. 
Update the claim dispute process to include medical review on all disputes that state the service was 
medically necessary. 

Following the review of both corrective action plans, AHCCCS may conduct random and periodic audits of 
both the claim dispute process and timeliness of retrospective reviews. 

If you have any questions regarding this matter, please contact Rodd Mas at 602-41 7-4072. 

Sincerely, 

Contracts adpurchasing Administrator 

C: Kate Aurel ius 
Rodd Mas 
Shelli Silver 
Maureen Wade 
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Denial o Continued S 
ssion- "to NOA or Not to NOA?" 

If the member received the care (usually post 
discharge reviews) , the member does NOT need to 
be noticed. There is nothing for the Member to 
Appeal. 
42 CFR 456.136 Notification of Adverse 
Decision.. . .written notice of any adverse fina decision 
on the need for continued stay [see 456.124 for initial 
review denials- language is the same] . . . is sent to the 
hospital administrator; the attending physician; the 
-- -- 

recipient; and if possible the next of kin or sponsor 
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Application of Criteria 

The Contractor has implemented and 
monitors a comprehensive inter-rater 
reliability program to ensure consistent 
application of criteria for clinical decision 
making. [AMPM Chapter 1000; 
42CFR438.2361 
This standard applies to all decision makers and 
all aspects of clinical review: 
- Prior authorization, Concurrent review, retrospective 

-. review, post-payment claim review or claim dispute - 

review for medical appropriateness 









Claims 

The Claim comes into APlPA 
- Review System for previous clinical review 
- If no previous clinical review has been performed and; 
- The hospital has not notified the Contractor of the 

hospitalization and; 
- The claim was received within 10 days of the date of 

service. 
- The claim must be pended. Follow post claims retro 

-- - 

review process outlined above in slide 12. 
--- -- - 



Claims 

Pended claims- Retro Review completed 
- With in 30 days of receipt, process the claim 

in accordance with the auth or denial in the 
system that was entered as a result of the 
retro review. 
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State Fa r Hearing requests 

All Hearing requests must be reviewed based on 
the factual and legal basis of the request. 
- If the factual and legal basis for the Hearing request is 

the claim did not pay based on the contracted rate, 
the contract would need to be reviewed 

- If the factual and legal basis for the Hearing request is 
that the medical decision made was inappropriate, the 
medical decision would need to be reviewed. 




