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I. FOREWORD 
 
This is a comprehensive market conduct examination report of Health Alliance Medical Plans, 
Inc. (“Health Alliance” or the “Company”), NAIC Code 77950. This examination was conducted 
at the Company’s office, located at 301 South Vine Street, Urbana, Illinois, 61801. 
 
This examination report is generally a report by exception. However, failure to criticize specific 
practices, procedures or files does not constitute approval thereof by the Illinois Department of 
Insurance (“Department” or “DOI”).  
 
During this examination, the examiners cited errors made by the Company.  Statutory citations 
were as of the examination period unless otherwise noted. 
 
 
II. SCOPE OF THE EXAMINATION 
 
The Department has the authority to conduct this examination pursuant to, but not limited to, 215 
ILCS 5/132.  
 
The purpose of the examination was to determine if the Company complied with the Illinois 
Insurance Code (IIC), the Illinois Administrative Code (IAC), and to consider whether the 
Company’s operations are consistent with the public interest.  The primary period covered by 
this review is July 1, 2015 through June 30, 2016, for claims and January 1, 2015 through June 
30, 2016, for complaints and appeals unless otherwise noted.  Errors outside of this period 
discovered during the course of this examination may also be included in the report. 
 
The examination was a comprehensive examination involving the following business functions 
and lines of business: claims handling practices, policy forms and advertising in use, producer 
licensing and the handling of consumer complaints, appeals and Department complaints for all 
lines of business. 
 
In performing this examination, the examiners reviewed a sample of the Company’s practices, 
procedures, products, forms, advertising, extra-contractual claim adjudication guidelines and 
files. Therefore, some noncompliant events may not have been discovered.  As such, this report 
may not fully reflect all the practices and procedures of the Company. As indicated previously, 
failure to identify or criticize improper or noncompliant business practices in this state or other 
jurisdictions does not constitute acceptance of such practices. 
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III. SUMMARY 
 
The following represent general findings, however specific details are found in each section of 
the report.  
 

TABLE OF TOTAL VIOLATIONS 

Criticism Crit # Statute/Rule Description of Violation  Population Sample # of  
Violations Error % 

Denied Group 
Health 04 50 Ill. Adm. Code 

919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

58468 104 17 16% 

Denied Group 
Health 05 50 Ill. Adm. Code  

919.50(a) 

Failed to affirm or deny claims 
within a reasonable time after 
receipt of due proof of loss. 

58468 104 3 3% 

Closed 
Without 
Payment 

Group Health 

40 215 ILCS  
5/368a(c)  

Failed to provide notice of 
insufficient documentation for 
due proof of loss within 30 days 
of claim receipt. 

213094 109 1 1% 

Closed 
Without 
Payment 

Group Health 

41 215 ILCS  
5/154.6(n) 

Failed to provide a reasonable 
and accurate explanation for 
claim denials. 

213094 109 9 8% 

Closed 
Without 
Payment 

Group Health 
42 & 62 50 Ill. Adm. Code 

919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

213094 109 2 2% 

Closed 
Without 
Payment 

Group Health 
48 215 ILCS  

5/368a(c) 

Failed to pay interest when a 
claim is paid beyond 30 days in 
the amount of $73.19. 

213094 109 1 1% 

Paid 
Individual 

Health 
56 50 Ill. Adm. Code 

919.50(a) 

Failed to affirm or deny claims 
within a reasonable time after 
receipt of due proof of loss. 

161252 109 1 1% 

Denied 
Individual 

Health 
47 50 Ill. Adm. Code 

919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

12695 158 10 6% 

Closed 
Without 
Payment 

Individual 
Health   

53 215 ILCS  
5/368a(c) 

Failed to pay interest when a 
claim is paid beyond 30 days in 
the amount of $11.47. 

48771 109 1 1% 

Paid 
Individual 
Medicare 

Supplement 

70 215 ILCS 
5/368a(c) 

Failed to pay claims within 30 
days after receipt of due written 
proof of loss. 

12102 109 49 45% 

Denied 
Individual 
Medicare 

Supplement 

80 215 ILCS 
5/368a(c) 

Failed to provide notice of 
insufficient documentation for 
due proof of loss within 30 days 
of claim receipt. 

4748 107 61 57% 

Denied 
Individual 
Medicare 

Supplement 

81 50 Ill. Adm. Code 
919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

4748 107 32 30% 
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TABLE OF TOTAL VIOLATIONS 

Criticism Crit # Statute/Rule Description of Violation  Population Sample # of  
Violations Error % 

Closed 
Without 
Payment 

Individual 
Medicare 

Supplement 

44 50 Ill. Adm. Code 
919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

7849 109 6 6% 

Paid Group 
Medicare 

Supplement 
68 215 ILCS  

5/368a(c)  

Failed to provide notice of 
insufficient documentation for 
due proof of loss within 30 days 
of claim receipt. 

1983 107 57 53% 

Paid Group 
Medicare 

Supplement 
69 50 Ill. Adm. Code 

919.50(a)(1)  

Failed to provide the insured 
with the Notice of Availability 
of the DOI on a partial denial 
letter. 

1983 107 4 4% 

Denied Group 
Medicare 

Supplement 
89 50 Ill. Adm. Code 

919.70(a)(2)  
Failure to provide 45 day delay 
letter to insured. 1076 107 2 2% 

Denied Group 
Medicare 

Supplement 
90 50 Ill. Adm. Code 

919.50(a)(1) 

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

1076 107 39 36% 

Closed 
Without 
Payment 
Group 

Medicare 
Supplement 

65 215 ILCS  
5/368a(c)  Failed to process claims timely. 1590 107 63 59% 

Closed 
Without 
Payment 
Group 

Medicare 
Supplement 

66 50 Ill. Adm. Code 
919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

1590 107 9 8% 

Denied Short 
Term Health 83 215 ILCS  

5/368a(c)  

Failed to provide notice of 
insufficient documentation for 
due proof of loss within 30 days 
of claim receipt. 

412 83 1 1% 

Denied Short 
Term Health 84 50 Ill. Adm. Code 

919.50(a)(1)  

Failed to provide the beneficiary 
with the Notice of Availability 
of the DOI on a denial letter. 

412 83 3 4% 

Health Carrier 
External 
Reviews 

95 215 ILCS 
180/35(j)(4) 

Failed to make payment on 
claim overturned on External 
Review totaling $4,796.24 

91 91 1 1% 

Health Carrier 
External 
Reviews 

96,98,99,
101,104 
& 106 

215 ILCS  
5/368a(c) 

Failed to pay interest when a 
claim is paid beyond 30 days in 
the amount of $2,305.64. 

91 91 6 7% 

IDOI 
Complaints 120 50 Ill. Adm. Code 

926.40(a) 

Failed to respond to Department 
of Insurance complaints within 
the required time. 

172 172 3 2% 
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IV. BACKGROUND 
 
Health Alliance Medical Plans, Inc. is owned by Carle Holding Company, Inc., a for-profit 
subsidiary of the not-for-profit Carle Foundation in Urbana, Illinois.  Health Alliance is a for-
profit, domestic stock company licensed in Illinois and Iowa.  The corporate headquarters is 
located at 301 S. Vine St., Urbana, Illinois.  Health Alliance has been in business for more than 
30 years, providing administrative and health insurance services to more than 2,000 fully insured 
and self-funded employer groups.  These groups, along with individual and Medicare plans, 
cover more than 320,000 people. 
 
Health Alliance Medical Plans, Inc. is the corporate successor to Carle Care, Inc., a not-for-profit 
health maintenance organization founded by Carle Clinic Association P.C. in Urbana, Illinois.  
Carle Care HMO enrolled its first member in March 1980, and became a federally qualified 
HMO five years later. 
 
Ownership of Health Alliance changed in April 2010, when Carle Clinic Association, previous 
owner of Health Alliance, was acquired by The Carle Foundation.  At that time, Health Alliance 
was also acquired and became a subsidiary of The Carle Foundation. 
 
The primary location of the Company’s books and records is 301 South Vine Street, Urbana, 
Illinois 61801. 
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V. METHODOLOGY 
 
The market conduct examination covered the business for the period of July 1, 2015 through 
June 30, 2016 for claims, and January 1, 2015 through June 30, 2016 for the complaint/appeal 
file review. Specifically, the examination focused on a review of the following areas: 
 
1. Producer Licensing 
2. Claims 
3. Department Complaints and Consumer Appeals 
 
The review of the categories was accomplished through examination of appointed and terminated 
producer files, claim files and complaint files. Each of the categories was examined for 
compliance with Department regulations and applicable state laws. 
 
The report concerns itself with practices by the Company which resulted in failure to comply 
with Illinois statutes and/or administrative rules.  Criticisms were prepared and communicated to 
the Company addressing violations discovered in the review process.  All valid violations were 
cited in the report. The following methods were used to obtain the required samples and to assure 
a methodical selection: 
 
Producer Licensing 
 
New business was reviewed to determine if solicitations had been made by duly licensed 
persons. 
 
Claims 
 
1. Paid Claims – Payment for claims made during the examination period. 
2. Denied Claims – Denial of benefits during the examination period for losses not covered 

by certificate of coverage provisions. 
 
All claims were reviewed for compliance with policy contracts and applicable sections of the 
Illinois Insurance Code (215 ILCS 5/1 et seq.), the Managed Care Reform and Patient Rights Act 
(215 ILCS 134/1 et seq.) and the Illinois Administrative Code (50 Ill. Adm. Code 101 et seq.). 
 
The Department defines due proof of loss as medical records, investigation materials, written 
proofs, claim forms, authorizations, or other reasonable evidence of claim that is ordinarily 
required of insureds or beneficiaries. The Department’s position is that the 30 days to pay (31 
day delay for interest) starts when the last proof required from the claimant (beneficiary), 
medical record or investigation documentation is received by the Company. The paid and denied 
health and paid and denied Medicare supplement surveys resulted in criticisms. 
 
Median payment periods were measured from the date all necessary proofs of loss were received 
to the date of payment or denial to the claimant. The period under review was July 1, 2015 
through June 30, 2016. 
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Department Complaints, Consumer Appeals and External Independent Reviews 
 
The Department requested the Company to provide all files relating to complaints received via 
the Department and those received directly from consumers. The Department also requested the 
Company provide files of all external independent reviews handled during the survey period. 
 
Median periods were measured from the date of notification by the complainants to the date of 
response by the Company.  The period under review was January 1, 2015 through June 30, 2016. 
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VI. SAMPLE SELECTION 

    Survey Population Reviewed % Reviewed 
    CLAIMS ANALYSIS    
Paid Group Health 839049 109 .01% 
Denied Group Health 58468 104 .01% 
Closed Without Payment Group Health 213094 109 .05% 
Paid Individual Health 161252 109 .06% 
Denied Individual Health 12695 158 1% 
Closed Without Payment Individual Health 48771 109 .02% 
Paid Individual Medicare Supplement 12102 109 1% 
Denied Individual Medicare Supplement 4748 107 2% 
Closed Without Payment Individual Medicare Supplement 7849 109 1% 
Paid Group Medicare Supplement 1983 107 5% 
Denied Group Medicare Supplement 1076 107 10% 
Closed Without Payment Group Medicare Supplement 1590 107 7% 
Paid Short Term Health 321 83 26% 
Denied Short Term Health 412 83 20% 
Closed Without Payment Short Term Health 171 76 44% 

PRODUCER LICENSING    
Agents 451 451 100% 
Applications 6277 6277 100% 

COMPLAINTS    
Consumer Complaints / Appeals 38 38 100% 
Department Complaints 172 172 100% 
Health Carrier External Reviews 91 91 100% 

POLICY FORMS AND ADVERTISING   
Policy Forms 40 40 100% 
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VII. FINDINGS 
 

A. Claims 
 
1. Paid Group Health 

 
109 files were reviewed. No exceptions were noted. 
 
The median for payment was 16 days.   

 
2. Denied Group Health 

 
• In 17 instances out of the 104 files reviewed for an error percentage of 16%, 

the Company failed to provide “Notice of Availability of the Department of 
Insurance” on denied claims. This is a violation of 50 Ill. Adm. Code 
919.50(a)(1). 
 

• In three (3) instances out of the 104 files reviewed for an error percentage of 
3%, the Company failed to affirm or deny the claim within a reasonable time. 
This is a violation of 50 Ill. Adm. Code 919.50(a). 
 
The median for denial was 17 days. 
 

3. Closed Without Payment Group Health 
 

• In one (1) instance out of 109 files reviewed for an error percentage of 1%, the 
Company failed to provide notice of insufficient documentation for due proof 
of loss within 30 days of claim receipt. This is a violation of 215 ILCS 
5/368a(c). 
 

• In nine (9) instances out of 109 files reviewed for an error percentage of 8% 
the Company was criticized for failure to provide a reasonable and accurate 
explanation for claim denials. This is a violation of 215 ILCS 5/154.6(n).  
 

• In two (2) instances out of 109 files reviewed for an error percentage of 2%, 
the Company failed to provide “Notice of Availability of the Department of 
Insurance” on denied claims. This is a violation of 50 Ill. Adm. Code 
919.50(a)(1). 
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• In one (1) instance out of 109 files reviewed for an error percentage of 1%, the 
Company failed to pay interest when a claim remained unpaid beyond 30 
days. Failure to pay the required interest is a violation of 215 ILCS 5/368a(c).  
The interest was paid during the examination. 

 
Criticism Crit # Statute Rule Description of Violation Interest Paid 
PH CWP GH 48 215 ILCS 5/368a(c) Interest due to late payment $73.19 

 
The median for adjudication was 18 days.  

 
4. Paid Individual Health 

 
• In one (1) instance out of 109 files reviewed for an error percentage of 1%, the 

Company failed to affirm or deny the claim within a reasonable time. This is a 
violation of 50 Ill. Adm. Code 919.50(a). 

 
The median for payment was 16 days. 

 
5. Denied Individual Health 

 
• In 10 instances out of 158 files reviewed for an error percentage of 6%, the 

Company failed to provide “Notice of Availability of the Department of 
Insurance” on denied claims. This is a violation of 50 Ill. Adm. Code 
919.50(a)(1). 

 
The median for denial was 22 days.  

 
6. Closed Without Payment Individual Health 

 
• In one (1) instance out of 109 files reviewed for an error percentage of 1%, the 

Company failed to pay interest when a claim remained unpaid beyond 30 
days. Failure to pay the required interest is a violation of 215 ILCS 5/368a(c). 
The interest was paid during the examination. 

 
Criticism Crit # Statute Rule Description of Violation Interest Paid 
PH CWP GH 53 215 ILCS 5/368a(c) Interest due to late payment $11.47 

 
The median for adjudication was 22 days. 
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7. Paid Individual Medicare Supplement 
 

• In 49 instances out of 109 files reviewed for an error percentage of 45%, the 
Company failed to pay claims within 30 days after receipt of due written proof 
of loss. This is a violation of 215 ILCS 5/368a(c). 
 
The median for payment was 31 days. 

 
8. Denied Individual Medicare Supplement 

 
• In 61 instances out of 107 files reviewed for an error percentage of 57%, the 

Company failed to provide notice of insufficient documentation for due proof 
of loss within 30 days of claim receipt. This is a violation of 215 ILCS 
5/368a(c). 
 

• In 32 instances out of 107 files reviewed for an error percentage of 30%, the 
Company failed to provide the insured’s beneficiary with the “Notice of 
Availability of the Department of Insurance” on denied claims. This is a 
violation of 50 Ill. Adm. Code 919.50(a)(1). 

 
The median for denial was 33 days.  

 
9. Closed Without Payment Individual Medicare Supplement 

 
• In six (6) instances out of 109 files reviewed for an error percentage of 6%, 

the Company failed to provide the insured’s beneficiary with the “Notice of 
Availability of the Department of Insurance” on denied claims.  This is a 
violation of 50 Ill. Adm. Code 919.50(a)(1). 

 
The median for adjudication was 30 days. 

 
10. Paid Group Medicare Supplement 

 
• In 57 instances out of 107 files reviewed for an error percentage of 53%, the 

Company failed to provide notice of insufficient documentation for due proof 
of loss within 30 days of claim receipt. This is a violation of 215 ILCS 
5/368a(c). 

 
• In four (4) instances out of 107 files reviewed for an error percentage of 4%, 

the Company failed to provide the insured with the “Notice of Availability of 
the Department of Insurance” on partially denied claims.  This is a violation of 
50 Ill. Adm. Code 919.50(a)(1). 
 
The median for payment was 34 days.  
 

11. Denied Group Medicare Supplement 
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• In 2 instances out of 107 files reviewed for an error percentage of 2%, the 
Company failed to a 45 day delay letter to the insured. This is a violation of 
50 Ill. Adm. Code 919.70(a)(2). 
 

• In 39 instances out of 107 files reviewed for an error percentage of 36%, the 
Company failed to provide the insured’s beneficiary with the “Notice of 
Availability of the Department of Insurance” on denied claims.  This is a 
violation of 50 Ill. Adm. Code 919.50(a)(1). 

 
The median for denial was 35 days. 

 
12. Closed Without Payment Group Medicare Supplement 

 
• In 63 instances out of 107 files reviewed for an error percentage of 59%, the 

Company failed to process claims timely. This is a violation of 215 ILCS 
5/368a(c). 
 

• In nine (9) instances out of 107 files reviewed for an error percentage of 8%, 
the Company failed to provide the insured’s beneficiary with the “Notice of 
Availability of the Department of Insurance” on denied claims.  This is a 
violation of 50 Ill. Adm. Code 919.50(a)(1). 

 
The median for adjudication was 34 days. 

 
13. Paid Short Term Health 

 
83 files were reviewed.  No exceptions were noted. 
 
The median for payment was 17 days. 
 

14. Denied Short Term Health 
 

• In 1 instance out of 83 files reviewed for an error percentage of 1%, the 
Company failed to provide notice of insufficient documentation for due proof 
of loss within 30 days of claim receipt. This is a violation of 215 ILCS 
5/368a(c). 

 
• In three (3) instances out of 83 files reviewed for an error percentage of 4%, 

the Company failed to provide the insured’s beneficiary with the “Notice of 
Availability of the Department of Insurance” on denied claims.  This is a 
violation of 50 Ill. Adm. Code 919.50(a)(1). 

 
The median for denial was 24 days. 

 
15. Closed Without Payment Short Term Health 

 
76 files were reviewed.  No exceptions were noted. 

 
The median for adjudication was 14 days. 
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B. Complaints 

 
1. Department Complaints 

 
• In three (3) instances out of 172 files reviewed for an error percentage of 2% 

the Company failed to respond to the Department of Insurance complaints 
within the required time in violation of 50 Ill. Adm. Code 926.40(a). No 
request for an extension to the required 21 calendar days was contained in any 
file criticized. 

 
2. Consumer Complaints / Appeals 

 
A review of 38 Consumer Complaints / Appeals produced no criticisms. 
 

3. External Independent Reviews 
 

• In one (1) instance out of 91 files reviewed for an error percentage of 1%, the 
Company failed to pay the claim upon receipt of a notice of the decision 
reversing the adverse determination in violation of 215 ILCS 180/35(j)(4).  
The claim and all due interest for late payment were paid during the 
examination 
 

Criticism Crit # Statute Rule Description of Violation Amount Underpaid 
DB EXT 
RVW 

95 215 ILCS 
180/35(j)(4) 

Overturned by External 
Review- Company did not 
make payment. 

$4,796.24 plus $722.59 interest. 

 
• In six (6) instances out of 91 files reviewed for an error percentage of 7%, the 

Company failed to pay interest when a claim remained unpaid beyond 30 
days. Failure to pay the required interest is a violation of 215 ILCS 5/368a(c). 
The Company agreed and made payment when criticized. 

 
Criticism Crit # Statute Rule Description of Violation Interest Paid 
DB Ext Rvw 96 215 ILCS 5/368a(c) Interest due to late payment $48.00 
DB Ext Rvw 98 215 ILCS 5/368a(c) Interest due to late payment $5.08 
DB Ext Rvw 99 215 ILCS 5/368a(c) Interest due to late payment $1,911.13 
DB Ext Rvw 101 215 ILCS 5/368a(c) Interest due to late payment $42.33 
DB Ext Rvw 104 215 ILCS 5/368a(c) Interest due to late payment $287.76 
DB Ext Rvw 106 215 ILCS 5/368a(c) Interest due to late payment $11.34 
   Total Underpayments $2,305.64 

 
C. Producer Licensing 

 
A review of 17,757 first year commissions paid to 784 producers was performed. 
No payment of commissions to unlicensed individuals was noted. 

 
D. Policy Forms and Advertising 

 
1. Policy Forms  

 
Review of policy forms and addendums filed and in use for the period under 
review produced no criticisms. 
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2. Advertising 

 
A review of nine (9) advertising pieces in use during the period under review 
produced no criticisms. 
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