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What We Will Cover Today

The Regulatory Landscape Compliance Priorities for Health Plans
Federal & California Al rules — CMS guidance, SB 1120, SB Top concerns: audit readiness, vendor accountability, no Al-
306, and what health plans must do now only denials, and anti-discrimination obligations

Al in Utilization Management Real-World Results

How Smart Auth Optimizer streamlines prior auth — auto- Medicaid payer case study — outcomes in provider
approvals, turnaround times, and clinician workflows abrasion, member access, and operational savings

Governance-Ready Al Deployment Open Discussion
Audit trails, human-in-loop design, bias monitoring, and Questions, panelist perspectives, and next steps for your
turning compliance into competitive advantage organization
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Regulatory Landscape at a Glance

gy Federal Framework California Framework
CMS Guidance (2024) SB 1120 (Eff. Jan 1, 2025)
"Physicians Make Decisions Act" — licensed clinician must make final

Al allowed in MA prior auth; cannot be sole basis for medical necessity denial medical necessity call; Al cannot be sole basis for denial

ACA Section 1557 (2024) AB 3030 (Eff. Jan 1, 2025)

GenAl patient clinical communications require disclosure + human contact
instructions

Biased clinical algorithms may violate civil rights protections in federally
funded programs

Al cannot imply it holds a healthcare license; licensing boards have
enforcement authority

"Forward-leaning" industry-supportive approach; formal rulemaking still
pending

CMS-0057-F Interoperability Rule

FHIR®-based PA APIs required by Jan 2027; PA metrics public reporting
begins 2026

SB 942 (Eff. Jan 1, 2026)
Al content transparency required for platforms with 1M+ monthly users
WISeR Pilot (Jan 2026)

Al screens Medicare FFS prior auth in six states — human review still
required

2026 Pipeline

Bills targeting Al-driven claim downcoding without physician oversight

| HHS Al Strategy (Dec 2025) | AB 489 (Eff. Jan 1, 2026)
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California SB 1120 — "Physicians Make Decisions Act"

Effective January 1, 2025 | Applies to health plans, disability insurers, and their vendors

Human Oversight Mandate Individualized Clinical Basis Audit & Accountability
Ll.cc-?n.sed physician or quallﬂe_d DeC|§|pns mgst be_bgsed on patient's . Al tools must be open to state audit
clinician must make final medical specific medical/clinical history : : :

: oL and compliance inspection
necessity determinations - - :
. Individual clinical circumstances L : :
. . . . . Periodic reviews required to ensure
. Applies to prospective, concurrent, from the requesting provider o
: : : accuracy and reliability
and retroactive UR functions required
. Al may assist but cannot be the sole . Cannot base denials solely on group DMI-.IC. and_CDI authc_mzed {0 assess
: . . administrative penalties
or final decision-maker or population-level datasets

A\ Also requires tools applied fairly and equitably, consistent with ACA Section 1557 non-discrimination rules (45 CFR §92.210)
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California SB 306 — Prior Authorization

Transparency & Reporting

Signed October 6, 2025 | Author: Sen. Becker (same author as SB 1120) | Reporting deadline: December 31, 2026

M SB 306 is the transparency enforcement arm that gives SB 1120 real teeth — if Al is driving up denial rates, regulators and the public will now see it.

WHAT SB 306 REQUIRES (F.:,E)AMNPSLIANCE IMPLICATIONS FOR HEALTH

. Al Denial Patterns Become Public

‘ State Reporting Instructions (by July 1, 2026)

DMHC & CDI must issue instructions to all health plans and insurers If Al tools are systematically over-denying, the data will be visible to
on how to report PA statistics — including from delegated entities. regulators, plaintiffs' attorneys, and the media.

‘ Plan Data Submission (by Dec 31, 2026) Vendor Delegation No Longer Shields Plans
Plans must report PA approval/modification rates to DMHC or CDI, SB 306 explicitly requires reporting of PA data from delegated third-
including data from any third party they delegate PA decisions to. party entities. Plans cannot hide behind vendor arrangements.

‘ Public Website Disclosure (by March 15 annually) New Data Infrastructure Required
Plans must publish a list of all services subject to PA, each service's Plans must build systems to capture, aggregate, and report PA
approval rate, and any services exempted from PA. metrics by service line, including from delegated UM vendors.

‘ Approval Rate Calculation Defined . Litigation Exposure Amplified
Approval rate = total approved requests + total PA decisions issued Publicly reported denial rate disparities will be discoverable evidence
for that service in the prior calendar year. in bad faith and class action lawsuits against plans.

SB 1120 (HOW decisions are made) + SB 306 (WHETHER decisions are fair — publicly reported) = California's complete Al UM compliance framework
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Top 8 Compliance Concerns for Health Plans

No Al-Only Denials HIGH Anti-Discrimination -

Any auto-denial without licensed clinician review violates ACA §1557 + SB 1120 require tools applied fairly; bias audits
CMS guidance & CA SB 1120 of Al models required

Individualized Review Required HIGH GenAl Disclosure (AB 3030) -

Al must use patient-specific data — not just group datasets Al-generated clinical patient communications without
— or decisions are invalid disclaimers = up to $25K/violation

Vendor Accountability HIGH PA Transparency Metrics -

Plans remain liable for third-party Al vendor non-compliance MA plans must publish PA approval/denial metrics publicly
under SB 1120 beginning 2026

Audit Readiness HIGH Federal-State Tension -

DMHC/CDI can inspect Al tools; plans must document how Al CMS's WISeR Al pilot may conflict with CA SB 1120; multi-
was used in every decision line plans must reconcile both
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What Al Means for Clinicians Inside Your

Health Plan

UM Nurses - Medical Directors - Case Managers

Bottom line: Al gives internal clinicians more time to practice at the top of their license, but it does not reduce their legal accountability under California law.

THE SHIFT: What Changes THE RESPONSIBILITY: What Doesn't Change

@ Final clinical sign-off is still yours — legally

@ Routine PAs move off your desk

Al auto-approves high-confidence, low-complexity requests. UM nurses spend SB 1120 is explicit: a licensed clinician must make every medical necessity
less time on standard cases with obvious outcomes. determination. Al outputs are never the final word under California law.

O Your focus shifts to complex cases o You must document your independent judgment
More time for cases requiring genuine clinical judgment: high-acuity, Audit logs must show that the clinician reviewed patient-specific clinical data — not
behavioral health, rare diagnoses, and social determinants. just approved an Al recommendation. The rationale is your responsibility.

@ Al flags, you decide @ Denials require your clinical basis — not the algorithm’s
Al surfaces likelihood scores and policy matches as recommendations — the Any denial must be grounded in the patient's individual circumstances. Citing Al scores
clinical determination is always yours to make and document. alone as a denial basis violates SB 1120 and exposes the plan.

@ Faster turnaround, less rework @ Your oversight is the compliance safeguard
Fewer back-and-forth requests for information; structured intake means cases DMHC audits will examine whether licensed clinicians genuinely reviewed decisions.
arrive with cleaner data for review. Rubber-stamping Al outputs without engagement is not compliant.
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What Al Means for Providers Submitting to
California Plans

Physicians - Office Staff - Hospital UR Teams - Behavioral Health Providers

What Gets Better What CA Law Guarantees You What to Expect from Al-Enabled Plans

@ Routine requests approved faster

High-confidence standard requests — common
imaging, therapies, well-established procedures —
approved in minutes, not days

@ Less back-and-forth

Structured intake reduces pend requests for missing
info; cleaner submission, faster decision

@ 24/7 portal access

Submit, track, and receive authorizations without
waiting for business hours or phone hold times

@ Fewer low-value delays
Staff time shifts away from chasing obvious
approvals toward supporting complex or urgent
cases

@ Al cannot deny your request alone
SB 1120 requires a licensed clinician at the plan to
make every medical necessity determination — Al is
advisory only

@ Denials must cite your patient’s specifics
Plans cannot deny based solely on population data;
the denial must address your patient's individual
clinical circumstances

@ You can request peer-to-peer review
California law preserves the right to speak directly
with the reviewing physician — Al does not replace
that conversation

@ Denial rates will be public
SB 306 requires plans to publish service-level
approval rates, giving you data to identify patterns
and support appeals

@ Transparency about Al use

Plans must disclose when Al is involved in UM
decisions under SB 1120 — ask if you're not told

@ Faster turnaround on routine cases

If a plan has deployed compliant Al, standard-of-care
requests should move faster; complex cases may still
take time

@ Consistent, documented decisions

Al-enabled plans should provide clearer denial
rationales tied to clinical criteria, not vague
algorithmic outputs

@ Hold plans accountable

If denials feel pattern-driven rather than case-
specific, SB 306 data and DMHC complaint
processes are available tools

Bottom line: Al should make the prior auth process faster and less burdensome for providers — and California law ensures a licensed clinician, not an algorithm, is accountable for

every denial.
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Smart UM Suite | Call Summary | Correspondence

Smart
Authorization
Gateway

O

FHIR®-Enabled
Prior Authorization
Agentic Al Components

@ Al-Powered Intake

@ Eligibility & Benefits
Checker

@ Payer Rules &
Requirements
Identification

@ Configurable Auto-
Approvals
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Smart
Fax Automator

Al-Powered
Fax Processing

Agentic Al Components

@ Fax ingestion Automation

@ Data Extraction &
Validation

@ Auth Creation & Routing
Automation

@ Continuous Learning from
Edits

Medical
Guidelines Digitizer

Policy
Automation

Agentic Al Components
@ Medical Policy Parsing

@ Decision Tree Generation

@ Rule Consistency
Assurance

@ Explainable Criteria
Representation

Medical
Guideline Assist

Q

Al-Assisted
Review

Agentic Al Components
@ Clinical Data Extraction

@ Evidence Highlighting

@ Auto-Suggested
Responses

@ Audit-Ready
Summarization

Smart Auth
Optimizer

Predictive
Decisioning

Agentic Al Components
@ Likelihood-to-Approve

Prediction

@ Configurable Rule Engine

@ Fairness & Bias Monitoring

@ Drift & Model Performance
Tracking

*Call Summary

e

Al-Powered
Call Intelligence

Agentic Al Components

. Auto-Summarizes Clinical &
Member Calls

. Pulls Key Points into
Structured Notes

. Citations Linked to Specific
Call Moments

. Reduces Manual
Documentation Burden

*Correspondence
Management

™M

GenAl Writing
Assistant

Agentic Al Components

. Al Drafts Member-Ready
Letters from Clinical Rationale

. First-Pass Translations in
Supported Languages

. Consistent Tone &
Compliance Phrasing Across
Users

. Readability Guided by Flesch-
Kincaid Algorithms

. Timely Communication in
Members’ Preferred
Language

*Conceptual features
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Authorization Challenges & Opportunity

Challenges Opportunity

Payers must meet strict turnaround time

— SLAs while managing rising UM volumes, AIML &
costs and staffing shortages Adv Data
Science
Techniques
ROI-Optimized
Traditional blanket auto-approval rules cover Near Real-
only ~10-15% of requests and carry .
c compliance risk and opportunity costs if Time Auto
expanded Approval Rules
Clinician
Oversight
and Al
Fairness
== Manual reviews average a 10-day turnaround, Evaluation

E frustrating providers and members
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A “Human-in-the-Loop” philosophy ensures clinical
experts focus where they matter most.

All Authorization Requests

Low Complexity / High Complexity /
Low Risk High Risk

Escalated to Clinical Staff /

Al/Auto-Approval (Speed) Medical Directors (Accuracy)

We identify low-risk requests suitable for automation.
This balances automation, ROI, compliance, and Al fairness.
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Smart Auth Optimizer: Jiva UM Workflow

-Manual OP Auth Episode Creation (Episode/Diagnosis Details)

J| v a.- @& Dashboard = Menu [ MemoryList B8 Calendar &= & Hancock, Todd ™
Doe, John DOB: O7/1871880 {45y )  Cowerape I0: johndoe123

Address 1D Phone & Email overage STHIDS0030 Group STKIDS0030 PCFRPCM Allergies

Member Overvie,

@ Edit Info

+ Add Episode|

Mo episodes available.

¥ Coverages Details

Motes Covarage Mame STKIDS0030

Effective Date 017012022 Term Date: 1273112025

Change Coverage

¥ Episode Details
- AssignTo *
Request Received Date * 0o o = sign To Hancock, Todd v il

Request Received Time * 10 Reason for Request

b4 14 W Diagnostics v
- Eni 3 o /0712035 10-1
Saource Contract Physician Provider w Episode Start Date 10/07/2025 10:14
s Th *
Request Type Procedure Pre-authorization w
S
Request Priority Standard w
Time Request 14 Days
Due Date 1021/2025 10:14
* Attach Previous Episode
* Diagnosis
Code Type D10 v Diagnosis * - Q
ancad Search
Action Primary Dx Code Type Diagnasis
ICo10 M51.06-Interventebral disc disorders with myelopathy, umbar region

_‘v-..vv“



Smart Auth Optimizer: Jiva Workflow

-Manual OP Auth Episode Creation (Provide

Jiva" # Dashboard Menus  [3 Memory List

Doe, John  DOB: (FMB1980{45y)  Caverage ID: phndos123

B Calendar = Workisis

Services)

Address 1D Phone & Emuail Coverage STHIDSOHIE0 Group STKIDSO030
Lf  Edit Info + Add
* Providers
Provider ID Name Location Ruola Hatwork Phons
& 1001111 <l E:552 Rhodes Treating In Hetwark 229-710-9322
Memphis, T - 38694
5,
Phone: 229-710-8322
Fao: (229) -71-0-8322
¥ Service Requast
Service Type ® [ ot e v Maddifiar a
Place OF 5 v Requesied # %
Coda Tipe Start Date
Code Type v Start Date ® | 4ymionos =]
Sarvice Code & End Date
Senice Code Q End Dal= * | 4030/2005 =]
earcs
Sarvica Requaats
Sarvice Cods Requaeted # Start Data End Data Sarvice Typs
s T2195(CF 1 10072025 D225 MRVCAT Scan
¥ Notez
Note Type: Chrnical Note v
Hole Encaurler
®
Note: Encouter Time 0 - a7 v
Modes § i
File- Edit- Inset- View- Format- Tools-
B 7 Y T B
Severe lower extremity radkulopathy symptams




Smart Auth Optimizer: Jiva Workflow

-Manual OP Auth Episode Creation (AUTO-AuthML Approval)

s u
J|Va @ Dashboard = Mens [ MemoryList B Calendar = Workists & Hancodk, Todd~

Dee, John DOE: (7TMBNSE0 (48y )  Caverage ID: johndoe 123

Address 1D Phone & Emuail Coverage STKIDSO030 Graup STKIDSDO030

° Stay/Senice Summary = Warkflow - x
Stat Primary D Ausigned To Heszigned Reviewsr Cart Mumber Hulh Coverage - - -2
opsn M51.08 Hancock, Tood 251000001 STKID 30030 e —
D
Add- | PR Immadiats Dus Dats
¥ Servioe Request ¥ Mol
Sarvics Typs service Cods Dus Date Dacislon Reasan for Declakon Auth Start Dats Auth End Date Request Priarity Requasted & Apsigned # Denled Pandin ~
Savere kawer exire
Initial 72185 (CPT) 1V21/2025 10:14 Approved AuthL Apg 10072025 VI Standard 1 1 ]
Nots Typs : Clinical Nate
4 »
Sourcs : Add Egisnde Note
Page 11 Note Encounter Date : 10/07/2025 10:27:00 JUOTR0ES  10:3E34
* Diagnasis
Mo Speclalty drug requast added e
Actions Primary Dx Coda Typs Diagnoaks
L=/ M51.08-—-Interveriebral disc disarders with mye sy, humiar region
v rils
Eplzodas View
No documents.| B05)
Location Rolg Netwark Phong
Treating in Netwark, 279-710-9322
Fax: (228) -71-0-9322

Zarvice Typs Zarvice Code Dhus Oate Osscdalon Eaasan for Declakon

MRLCAT 5 102152025 10:14
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Real-World Impact: Case Study Results

Results tracked after a 7-month implementation. LARGE MEDICAID PAYVIDER

Turnaround ] Operational (S) Efficiency
Time Reduced @ Costs Dropped \/\, Gains

O Automated low-risk
approvals significantly
— o reduced the volume of
manual reviews.
- 3 Days J, Projected millions in savings.
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Smart Auth Optimizer:
Solving the Prior Authorization Crisis with Al

( THE HIGH COST OF MANUAL PROCESSING _ THE AI-DRIVEN SOLUTION

Layered Workflow Automation

ML layers identify low-risk cases
for near real-time auto-approval.

while keeping humans in the loop.

Simplified and to simplified
human reviewer.

1in3

. physicians report 90/ Drop in
‘ serious adverse find the O Operational

700/ Reduction in
5 O Turnaround Time

events. 8 8 O/ administrative e e Costs.
(o] burden “High.” Tradltlgfi:Method Smart Auth Optimizer
Del!eag? in p:ior ta:g;%(it?iﬁo?:ave 35% of provider staff currently b ) Days 3 Days Al optimization identified millions in
0 patient hospitalization, work exclusively on managing : teinn 1 annual savings within Utilization
permanent impairment, or death. prior authorizations. Implem;arr;tna‘t;%ndr::: gﬁev:,ht%?:scgw:agz i Management departments.
™\ A : S =) =L
2 Efficiency Comparison: Traditional vs. Smart Auth Optimizer
oY, - Manual reviews
Metric Traditional M d ' i r
- take up to 10 days. . et raditional Metho Smart Auth Optimize
- Traditional processes create significant A Turnaround Time 10 Days 3 Days
bottlenecks, especially for Medicaid : 100% (Racaling .
; and complex manual reviews. Operational Costs 100% (Baseline) 9% Reduction
Approval Speed Manual/Delayed Near Real-Time

% zeomega



Three Core Outcomes Delivered by Al

All three outcomes delivered within a governance-ready, audit-trail framework aligned with SB 1120 and SB 306.

-'

Reduced Provider Abrasion Improved Member Access Operational Savings

® Routine requests auto-approved @® Faster turnaround times across all ® Auto-adjudication reduces clinical
instantly request types review volume

® No manual back-and-forth for ® Staff redirected to high-value,

® Fewer unnecessary care delays

standard cases complex cases

® Provider self-service portal ® Inpatient, outpatient, and behavioral ® Integrated UM + care management
available 24/7 health covered workflows
® Real-time approval confirmation ® High pass rates with appropriate ® Proven ROl across payer

payments organizations
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Key Takeaways & Recommended Next Steps

KEY TAKEAWAYS

lgl Al cannot be the sole decision-maker for medical necessity —
at federal or CA level

ﬁ California SB 1120 is binding now — non-compliance creates
active enforcement risk today

O Health plans are liable for their Al vendors — contract
protections are essential

E Formal federal Al rulemaking is pending — current CMS
guidance is not codified in regulation

Anti-discrimination law applies to algorithms — bias audits are
(4] [ S .
a legal obligation, not optional

A State laws are proliferating rapidly — 25+ states introduced
payer Al bills in 2026 alone

% zeomega

RECOMMENDED NEXT STEPS

Audit all Al/algorithm tools used in UM & PA today — map each
against SB 1120 requirements

Review and update vendor contracts — add SB 1120
representations, audit rights, and indemnification

Deploy AB 3030 disclosures — all GenAl clinical patient
communications must include disclaimers now

Conduct bias audits on all clinical algorithms — document for
ACA §1557 and SB 1120 compliance

Monitor state legislative pipeline — track CA 2026 downcoding
bills and other states' payer Al bills

e Implement clinician review workflows — ensure no Al output
results in a denial without human sign-off
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Thank You

KEY REMINDERS

@® Al must support — never replace — licensed
clinician decisions

@ Transparency and audit trails are now legal
requirements under SB 1120

® SB 306 makes your PA approval rates publicly visible
by 2026

@® Provider abrasion and admin burden are solvable
with the right Al architecture

® Governance-first Al deployment protects plans and
improves outcomes
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Connect with us to learn how Smart Auth Optimizer
can be tailored to your plan's prior authorization
workflow and compliance requirements.

WHAT WE COVERED TODAY

0 California SB 1120, SB 306 & CMS compliance landscape
@ Al-driven prior auth — reducing abrasion & speeding access
@ Real-world Medicaid implementation results & ROI

e Governance-ready deployment with audit trails
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STATEMENT OF CONFIDENTIALITY

This document contains confidential and proprietary
information of ZeOmega, Inc. (ZeOmega®)
Duplication, use, or disclosure of this information in
any media is prohibited.

The document represents the Intellectual Property of
ZeOmega and is governed by the Acceptable Terms
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No part of this document, in whole or in part, may be
reproduced, stored in a retrieval system, or
transmitted in any form or any means electronic or
mechanical, including photocopying and recording for
any purpose other than the purchaser’s use without
the written permission of ZeOmega.

The information contained in this document is subject
to change without notice.
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