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STATE OF OREGON 
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES 

DIVISION OF FINANCIAL REGULATION 
 
 
 
In the Matter of: 
 
PACIFICSOURCE HEALTH PLANS,  
 
 Respondent. 

 
Case No. INS-17-0019 
 
FINAL ORDER TO CEASE AND 
DESIST AND ORDER ASSESSING 
CIVIL PENALTIES, ENTERED BY 
CONSENT  
 

 

WHEREAS, the Director of the Department of Consumer and Business Services 

for the State of Oregon (“Director”), acting in accordance with Oregon Revised Statutes 

(“ORS”) chapters 731, 732, 733, 734, 735, 737, 742, 743, 743A, 743B, 744, 746, 748 and 

750 (“Insurance Code”), has conducted an investigation of PacificSource Health Plans 

(“Respondent”) regarding violations of the Insurance Code; and  

WHEREAS Respondent wishes to resolve this matter with the Director;  

NOW THEREFORE, as evidenced by the signatures subscribed in this Order, 

Respondent hereby CONSENTS to entry of this Order upon the Director’s Findings of 

Fact and Conclusions of Law.  

FINDINGS OF FACT 

The Director FINDS that: 

1. Respondent is licensed by the Director, by and through the Division of 

Financial Regulation, previously known as the Insurance Division (collectively the 

“Division”), as a health care service contractor.  Respondent’s principal place of business 

is 110 International Way, Springfield, OR 97477. Respondent’s National Association of 

Insurance Commissioners company number is 54976. 

/// 
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2. On October 25, 2016, the Division sent a request for information (“RFI”) to 

Respondent, requesting data related to Applied Behavioral Analysis (“ABA”) therapy as a 

treatment for Autism Spectrum Disorder (“ASD”).  

3. As part of the RFI, the Division requested a spreadsheet of all ABA therapy 

claims that were denied during the period of November 1, 2014 through October 1, 2016, 

and the reason for the denials, among other information.  

4. Respondent responded to the RFI on November 29, 2016. Respondent’s 

spreadsheet identified 65 denials of ABA therapy, all of which listed “contracted 

reimbursement amount” as the reason for denial.  

5. When the Division inquired further regarding the ABA therapy denials data, 

Respondent identified the following errors in its initial RFI response:  

A. The denial reason “contracted reimbursement amount” was not an 

accurate explanation code for any of the subject denials;  

B. Respondent failed to include one claim for ABA therapy in the 

spreadsheet that was in fact denied during the subject timeframe; and 

C. Respondent included five claims for ABA therapy that were not in fact 

denied and thus should not have been included in the spreadsheet.  

6. According to Respondent’s initial and supplemental RFI response to the 

Director, Respondent did not deny any claims for ABA therapy on the basis of medical 

necessity during the period of November 1, 2014 through October 1, 2016.  

CONCLUSIONS OF LAW 

The Director CONCLUDES that: 

7. Under ORS 731.252(1), whenever the Director has reason to believe that any 

person has been engaged or is engaging or is about to engage in any violation of the 

Insurance Code, the Director may issue an order, directed to such person, to discontinue 

or desist from such violation or threatened violation. 
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8. Under ORS 731.296, the Director is authorized to make inquiries with any 

licensed insurer in relation to its insurance transactions, and an insurer is required to 

promptly and truthfully reply to such inquiries. A reply to an inquiry under ORS 731.296 

is subject to the provisions of ORS 731.260. 

9. Under ORS 731.260, no person shall file or cause to be filed with the Director 

any report, statement, or any other information required to be filed with the Director that 

is known to be false or misleading in any material respect.  

10. Respondent violated ORS 731.296 and 731.260 when it provided a response 

to the Data Call request that it knew or reasonably should have known was false or 

misleading in the following material respects:  

A. The denial reason of “contracted reimbursement amount” identified for the 

65 ABA therapy denials was not an accurate statement of the basis for the denials;  

B. Respondent failed to include at least one claim for ABA therapy in the 

spreadsheet that was in fact denied during the subject timeframe; and 

C. Respondent included five claims for ABA therapy that were not in fact 

denied and thus should not have been included in the spreadsheet.  

11. Under ORS 731.988(1), the Director may assess a civil penalty of up to 

$10,000 against any person that violates a provision of the Insurance Code or any lawful 

rule or final order of the Director. Each violation is a separate offense.  

ORDERS 

 Now therefore, the Director issues the following Orders: 

12. As authorized by ORS 731.252(1), the Director ORDERS Respondent to 

CEASE AND DESIST from violating any provision of the Insurance Code or the 

administrative rules promulgated thereunder.  

13. Based upon the foregoing and as authorized by ORS 731.988(1), the Director 

hereby assesses CIVIL PENALTIES against Respondent in the total amount of Ten 
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Thousand Dollars ($10,000) for the three violations of ORS 731.296 and 731.260 

identified in Paragraph above. The $10,000 CIVIL PENALTY is due and payable at the 

time this Order is returned to the Division 

14. This Order is a “Final Order” under ORS 183.310(6)(b). Subject to that 

provision, entry of this Order in no way limits or prevents further remedies, sanctions, or 

actions which may be available to the Director under Oregon law to enforce this Order, 

for violations of this Order, for conduct or actions of Respondent that are not covered by 

this Order, or against any party not covered by this Order. 

 

SO ORDERED this 22nd day of March, 2017. 

 
 PATRICK M. ALLEN, Director 
 Department of Consumer and Business Services 
 
 
 
 /s/ T.K. Keen__________________________ 
 T.K. Keen, Deputy Administrator 
 Division of Financial Regulation 
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CONSENT TO ENTRY OF ORDER 

 
I, Kristin Kernutt, state that I am an officer of PacificSource Health Plans 

(“Respondent”), and that I am authorized to act on its behalf; that I have read the 
foregoing Order and that I know and fully understand the contents hereof; that I have 
been advised of Respondent’s right to a hearing in this matter; that Respondent has been 
represented by counsel in this matter; that Respondent voluntarily and without any force 
or duress, consents to the entry of this Order, expressly waiving any right to a hearing in 
this matter; that Respondent executes this Order as a settlement of the matters referred to 
in the foregoing Order; that Respondent understands that the Director reserves the right to 
take further actions to enforce this Order or to take appropriate action upon discovery of 
other violations of the Insurance Code by Respondent, and; that Respondent will fully 
comply with the terms and conditions stated herein. 

Respondent understands that this Order is a public document. 

  

   /s/ Kristin Kernutt ____________________ 
   Signature 
   /s/ Kristin Kernutt ____________________ 
   Printed name 
   Secretary ___________________________ 
   Office held 
 
 
 
State of OREGON 
County of Marion 

 

 
There appeared before me this 22nd day of March, 2017, Kristin Kernutt, and stated that 
he/she was and is an officer of Respondent, and that he/she is authorized and empowered 
to sign this Order on behalf of Respondent, and to bind it to the terms hereof. 
  
 
 Margaret A. Clark 

Notary Public - State of Oregon  
 
 
 
 


