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2013 -- S0618

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2013

AN ACT

RELATING TO INSURANCE - ACCIDENT AND SICKNESS INSURNCE POLICIES

Introduced By:Senators Goldin, Miller, Satchell, Cool Rumsey] &osnowski

Date IntroducedMarch 06, 2013

Referred ToSenate Health & Human Services

It is enacted by the General Assembly as follows:
SECTION 1. Section 27-18-61 of the General Law€lvapter 27-18 entitled "Accident
and Sickness Insurance Policies" is hereby ametodeshd as follows:

27-18-61. Prompt processing of claims. -- (a) A health care entity or health plan

operating in the state shall pay all complete ctafor covered health care services submitted to
the health care entity or health plan by a headtte provider or by a policyholder within forty
(40) calendar days following the date of receipa@omplete written claim or within thirty (30)
calendar days following the date of receipt of mplete electronic claim. Each health plan shall
establish a written standard defining what consttita complete claim and shall distribute this
standard to all participating providers.

(b) If the health care entity or health plan deroe pends a claim, the health care entity
or health plan shall have thirty (30) calendar diags receipt of the claim to notify in writing
the health care provider or policyholder of any alideasons for denying or pending the claim
and what, if any, additional information is requin® process the claim. No health care entity or
health plan may limit the time period in which adzhal information may be submitted to
complete a claim.

(c) Any claim that is resubmitted by a health cprevider or policyholder shall be
treated by the health care entity or health plaisymnt to the provisions of subsection (a) of this
section.

(d) A health care entity or health plan whichdaib reimburse the health care provider
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or policyholder after receipt by the health carsitgior health plan of a complete claim within the
required timeframes shall pay to the health caowiger or the policyholder who submitted the
claim, in addition to any reimbursement for healtlre services provided, interest which shall
accrue at the rate of twelve percent (12%) per mnoommencing on the thirty-first (31st) day
after receipt of a complete electronic claim or the forty-first (41st) day after receipt of a
complete written claim, and ending on the datepdngment is issued to the health care provider
or the policyholder.

(e)(1) A healthcare entity or health plan shall deny payment for a claim for medically

necessary inpatient services resulting from an gemsy admission provided by a hospital solely

on the basis that the hospital did not timely iyosifich healthcare entity or health plan that the

services had been provided.

(2) Nothing in this subsection shall preclude apita$ and a healthcare entity or health

plan from agreeing to requirements for timely noéfion that medically necessary inpatient

services resulting from an emergency admission Hmen provided and to a reduction in

payment for failure to timely notify; provided, hewer that: (i) Any requirement for timely

notification must provide for a reasonable extemgibtimeframes for notification for emergency

services provided on weekends, state, or fededalays, or during declared state or federally

declared states of emergency; (ii) Any agreed docgon in payment for failure to timely notify

shall not exceed the lesser of two thousand dol$?2s000) or twelve percent (12%) of the

payment amount otherwise due for the services @dealiand (iii) Any agreed to reduction in

payment for failure to timely notify shall not bmposed if the patient's insurance coverage could

not be determined by the hospital after reasonefibets at the time the inpatient services were

provided.

(f) Except where the parties have developed a rivtagreed upon process for the

reconciliation of coding disputes that includegaiew of submitted medical records to ascertain

the correct coding for payment, a hospital shalbrureceipt of payment of a claim for which

payment has been adjusted based on a particulargctmda patient including the assignment of

diagnosis and procedure, have the opportunity bonguthe affected claim with medical records

supporting the hospital's initial coding of theilawithin thirty (30) days of receipt of payment.

Upon receipt of such medical records, the healtheatity or health plan shall review such

information to ascertain the correct coding formpant and process the claim in accordance with

the time frames set forth in subsection (a) of #astion. In the event the healthcare entity or

health plan processes the claim consistent witlmitgl determination, such decision shall be

accompanied by a detailed statement in plain lagpeuad the healthcare entity or health plan

LCO1776 - Page 2 of 17



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

setting forth the specific reasons why the inid|ustment was appropriate. A healthcare entity

or health plan that increases the payment baséldeoimformation submitted by the hospital, but

fails to do so in accordance with the timeframdsf@eh in subsection (a) of this section, shall

pay to the hospital interest on the amount of socltease at the rate set pursuant to subsection

(d) of this section. Neither the initial or subsenquprocessing of the claim by the healthcare

entity or health plan shall be deemed an adverserrdmation if based solely on a coding

determination. Nothing in this subsection shalllgagp those instances in which the insurer or

organization, or corporation has a reasonable siospof fraud or abuse.

{eXq) Exceptions to the requirements of this sectioraar®llows:

(1) No health care entity or health plan operatmthe state shall be in violation of this
section for a claim submitted by a health care iglenvor policyholder if:

(1) Failure to comply is caused by a directivenfira court or federal or state agency;

(i) The health care entity or health plan isiguldation or rehabilitation or is operating
in compliance with a court-ordered plan of reh#diion; or

(i) The health care entity or health plan's cdanre is rendered impossible due to
matters beyond its control that are not caused. by i

(2) No health care entity or health plan operatmthe state shall be in violation of this
section for any claim: (i) initially submitted motban ninety (90) days after the service is
rendered, or (ii) resubmitted more than ninety (88ys after the date the health care provider
received the notice provided for in subsectiondbjhis section; provided, this exception shall
not apply in the event compliance is rendered irsipdss due to matters beyond the control of the
health care provider and were not caused by thiéhhesre provider.

(3) No health care entity or health plan operatinthe state shall be in violation of this
section while the claim is pending due to a fraucestigation by a state or federal agency.

(4) No health care entity or health plan operatintihe state shall be obligated under this
section to pay interest to any health care provideyolicyholder for any claim if the director of
business regulation finds that the entity or pkmisubstantial compliance with this section. A
health care entity or health plan seeking suchndirfg from the director shall submit any
documentation that the director shall require. Altiecare entity or health plan which is found to
be in substantial compliance with this section Isthedreafter submit any documentation that the
director may require on an annual basis for theatlir to assess ongoing compliance with this
section.

(5) A health care entity or health plan may petitthe director for a waiver of the

provision of this section for a period not to exc¢eenety (90) days in the event the health care

LCO1776 - Page 3 of 17
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entity or health plan is converting or substantiatiodifying its claims processing systems.

{(h) For purposes of this section, the following defamis apply:

(1) "Claim" means: (i) a bill or invoice for coaat services; (ii) a line item of service; or
(iii) all services for one patient or subscribethii a bill or invoice.

(2) "Date of receipt’ means the date the healtle eatity or health plan receives the
claim whether via electronic submission or as aepafaim.

(3) "Health care entity" means a licensed insueacempany or nonprofit hospital or
medical or dental service corporation or plan althemaintenance organization, or a contractor
as described in section 23-17.13-2(2), which operathealth plan.

(4) "Health care provider" means an individuahiciian, either in practice independently
or in a group, who provides health care servicedcthersisereferred-tas-a-nonnstitutional

providerany healthcare facility, as defined in section Z32lincluding any mental health and/or

substance abuse treatment facility, physician, tberolicensed practitioners identified to the

review agent as having primary responsibility foe tare, treatment, and services rendered to a

patient

(5) "Health care services" include, but are natitkd to, medical, mental health,
substance abuse, dental and any other servicesedoweder the terms of the specific health plan.

(6) "Health plan" means a plan operated by a heate entity that provides for the
delivery of health care services to persons erdafi¢hose plans through:

(i) Arrangements with selected providers to funrfigalth care services; and/or

(ii) Financial incentive for persons enrolled hetplan to use the participating providers
and procedures provided for by the health plan.

(7) "Medically necessary" means services or supphat are needed for the diagnosis or

treatment of a medical condition and meet genemdbepted standards of medical practice. For

these purposes, "generally accepted standards diicahepractice” means standards and

qguidelines that include, but are not limited taehQual and other supporting information based

on credible scientific evidence published in pemigwed medical literature generally recognized

by the relevant medical community, physician sgbcsociety recommendations and the views

of physicians practicing in relevant clinical areasd any other relevant factors.

£A(8) "Policyholder" means a person covered under atthgddn or a representative
designated by that person.

£8)(9) "Substantial compliance" means that the healtle @ity or health plan is
processing and paying ninety-five percent (95%)nare of all claims within the time frame

provided for in subsections (a) and (b) of thigtisec
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{en(i) Any provision in a contract between a health caméty or a health plan and a
health care provider which is inconsistent withstbection shall be void and of no force and
effect.

SECTION 2. Section 27-19-52 of the General Law€li@pter 27-19 entitled "Nonprofit
Hospital Service Corporations" is hereby amendeéad as follows:

27-19-52. Prompt processing of claims. -- (a) A health care entity or health plan

operating in the state shall pay all complete ctafor covered health care services submitted to
the health care entity or health plan by a headite provider or by a policyholder within forty
(40) calendar days following the date of receipa@omplete written claim or within thirty (30)
calendar days following the date of receipt of mpkete electronic claim. Each health plan shall
establish a written standard defining what consttita complete claim and shall distribute this
standard to all participating providers.

(b) If the health care entity or health plan deroe pends a claim, the health care entity
or health plan shall have thirty (30) calendar diags receipt of the claim to notify in writing
the health care provider or policyholder of any alideasons for denying or pending the claim
and what, if any, additional information is requin® process the claim. No health care entity or
health plan may limit the time period in which adzhal information may be submitted to
complete a claim.

(c) Any claim that is resubmitted by a health cprevider or policyholder shall be
treated by the health care entity or health plarsymnt to the provisions of subsection (a) of this
section.

(d) A health care entity or health plan whichdaib reimburse the health care provider
or policyholder after receipt by the health carsitgior health plan of a complete claim within the
required timeframes shall pay to the health caowiger or the policyholder who submitted the
claim, in addition to any reimbursement for healtlre services provided, interest which shall
accrue at the rate of twelve percent (12%) per mnoommencing on the thirty-first (31st) day
after receipt of a complete electronic claim ortbe forty-first (41st) day after receipt of a
complete written claim, and ending on the datepdngment is issued to the health care provider
or the policyholder.

(e)(1) A healthcare entity or health plan shall dety payment for a claim for medically

necessary inpatient services resulting from an gemmy admission provided by a hospital solely

on the basis that the hospital did not timely iyosifich healthcare entity or health plan that the

services had been provided.

(2) Nothing in this subsection shall preclude apita$ and a healthcare entity or health

LCO1776 - Page 5 of 17
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plan from agreeing to requirements for timely noéfion that medically necessary inpatient

services resulting from an emergency admission Hmen provided and to a reduction in

payment for failure to timely notify; provided, hewer that: (i) Any requirement for timely

notification must provide for a reasonable extemgibtimeframes for notification for emergency

services provided on weekends, state, or fededaays, or during declared state or federally

declared states of emergency; (ii) Any agreed docgon in payment for failure to timely notify

shall not exceed the lesser of two thousand dol$?2s000) or twelve percent (12%) of the

payment amount otherwise due for the services geoliand (iii) Any agreed to reduction in

payment for failure to timely notify shall not h®eposed if the patient's insurance coverage could

not be determined by the hospital after reasonefibets at the time the inpatient services were

provided.

(f) Except where the parties have developed a rivtagreed upon process for the

reconciliation of coding disputes that includegaiew of submitted medical records to ascertain

the correct coding for payment, a hospital shalbrureceipt of payment of a claim for which

payment has been adjusted based on a particulargctmda patient including the assignment of

diagnosis and procedure, have the opportunity bonguthe affected claim with medical records

supporting the hospital's initial coding of theiklawithin thirty (30) days of receipt of payment.

Upon receipt of such medical records, the healtheatity or health plan shall review such

information to ascertain the correct coding formpant and process the claim in accordance with

the time frames set forth in subsection (a) of #astion. In the event the healthcare entity or

health plan processes the claim consistent witlmitgl determination, such decision shall be

accompanied by a detailed statement in plain lagpewad the healthcare entity or health plan

setting forth the specific reasons why the iniidJustment was appropriate. A healthcare entity

or health plan that increases the payment baséldeoimformation submitted by the hospital, but

fails to do so in accordance with the timeframdsf@gh in subsection (a) of this section, shall

pay to the hospital interest on the amount of socltease at the rate set pursuant to subsection

(d) of this section. Neither the initial or subsenquprocessing of the claim by the healthcare

entity or health plan shall be deemed an adverserrdmation if based solely on a coding

determination. Nothing in this subsection shalllagp those instances in which the insurer or

organization, or corporation has a reasonable siospof fraud or abuse.

{e)qg) Exceptions to the requirements of this sectiorearfollows:
(1) No health care entity or health plan operatmthe state shall be in violation of this
section for a claim submitted by a health care iglenvor policyholder if:

(i) Failure to comply is caused by a directivenfra court or federal or state agency;

LC01776 - Page 6 of 17
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(i) The health care provider or health plan isliguidation or rehabilitation or is
operating in compliance with a court-ordered plarebabilitation; or

(i) The health care entity or health plan's cdiamre is rendered impossible due to
matters beyond its control that are not caused. by i

(2) No health care entity or health plan operaimthe state shall be in violation of this
section for any claim: (i) initially submitted motban ninety (90) days after the service is
rendered, or (ii) resubmitted more than ninety (88ys after the date the health care provider
received the notice provided for in section 27-1869; provided, this exception shall not apply
in the event compliance is rendered impossible tdumatters beyond the control of the health
care provider and were not caused by the healthgrawvider.

(3) No health care entity or health plan operatinthe state shall be in violation of this
section while the claim is pending due to a fraugkstigation by a state or federal agency.

(4) No health care entity or health plan operatintihe state shall be obligated under this
section to pay interest to any health care provideyolicyholder for any claim if the director of
the department of business regulation finds thatehtity or plan is in substantial compliance
with this section. A health care entity or healkanpseeking such a finding from the director shall
submit any documentation that the director shajire. A health care entity or health plan which
is found to be in substantial compliance with tldection shall after this submit any
documentation that the director may require onrarual basis for the director to assess ongoing
compliance with this section.

(5) A health care entity or health plan may petitthe director for a waiver of the
provision of this section for a period not to exteenety (90) days in the event the health care
entity or health plan is converting or substantiatiodifying its claims processing systems.

(h) For purposes of this section, the following defams apply:

(1) "Claim" means:

(i) A bill or invoice for covered services;

(i) A line item of service; or

(i) All services for one patient or subscribeithin a bill or invoice.

(2) "Date of receipt’ means the date the healtle eatity or health plan receives the
claim whether via electronic submission or hasepalaim.

(3) "Health care entity" means a licensed insugac@mpany or nonprofit hospital or
medical or dental service corporation or plan althemaintenance organization, or a contractor
as described in section 23-17.13-2(2), that opeateealth plan.

(4) "Health care provider" means an individuahiciian, either in practice independently

LCO1776 - Page 7 of 17
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or in a group, who provides health care serviced, raferred-to-as—a-nenstitutional-pradder

any healthcare facility, as defined in section Z31including any mental health and/or

substance abuse treatment facility, physician, therolicensed practitioners identified to the

review agent as having primary responsibility foe tare, treatment, and services rendered to a

patient

(5) "Health care services" include, but are natitkd to, medical, mental health,
substance abuse, dental and any other servicesedoweder the terms of the specific health plan.

(6) "Health plan" means a plan operated by a heate entity that provides for the
delivery of health care services to persons erdafi¢hose plans through:

(i) Arrangements with selected providers to funrfigalth care services; and/or

(i) Financial incentive for persons enrolled hetplan to use the participating providers
and procedures provided for by the health plan.

(7) "Medically necessary" means services or sepghat are needed for the diagnosis or

treatment of a medical condition and meet genemdbepted standards of medical practice. For

these purposes, "generally accepted standards dficahepractice” means standards and

guidelines that include, but are not limited taehQual and other supporting information based

on credible scientific evidence published in pemigwed medical literature generally recognized

by the relevant medical community, physician sgbcsociety recommendations and the views

of physicians practicing in relevant clinical areasd any other relevant factors.

£A(8) "Policyholder" means a person covered under atlhgdhn or a representative
designated by that person.

£8)(9) "Substantial compliance" means that the healtle @ity or health plan is
processing and paying ninety-five percent (95%)nare of all claims within the time frame
provided for in section 27-18-61(a) and (b).

{en(i) Any provision in a contract between a health caméty or a health plan and a
health care provider which is inconsistent withstkection shall be void and of no force and
effect.

SECTION 3. Section 27-20-47 of the General Law€li@pter 27-20 entitled "Nonprofit
Medical Service Corporations" is hereby amendae@#ad as follows:

27-20-47. Prompt processing of claims. -- (a) A health care entity or health plan

operating in the state shall pay all complete ctafor covered health care services submitted to
the health care entity or health plan by a headtte rovider or by a policyholder within forty
(40) calendar days following the date of receipaafomplete written claim or within thirty (30)

calendar days following the date of receipt of mplete electronic claim. Each health plan shall

LCO1776 - Page 8 of 17
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establish a written standard defining what congtitta complete claim and shall distribute the
standard to all participating providers.

(b) If the health care entity or health plan deroe pends a claim, the health care entity
or health plan shall have thirty (30) calendar dimgs receipt of the claim to notify in writing
the health care provider or policyholder of any atideasons for denying or pending the claim
and what, if any, additional information is requin® process the claim. No health care entity or
health plan may limit the time period in which adzhal information may be submitted to
complete a claim.

(c) Any claim that is resubmitted by a health cprevider or policyholder shall be
treated by the health care entity or health plarsymnt to the provisions of subsection (a) of this
section.

(d) A health care entity or health plan whichdaib reimburse the health care provider
or policyholder after receipt by the health carsitgior health plan of a complete claim within the
required timeframes shall pay to the health caowiger or the policyholder who submitted the
claim, in addition to any reimbursement for healtlre services provided, interest which shall
accrue at the rate of twelve percent (12%) per mnoommencing on the thirty-first (31st) day
after receipt of a complete electronic claim or the forty-first (41st) day after receipt of a
complete written claim, and ending on the datepdngment is issued to the health care provider
or the policyholder.

(e)(1) A healthcare entity or health plan shall dehy payment for a claim for medically

necessary inpatient services resulting from an gemey admission provided by a hospital solely

on the basis that the hospital did not timely iosifich healthcare entity or health plan that the

services had been provided.

(2) Nothing in this subsection shall preclude apita$ and a healthcare entity or health

plan from agreeing to requirements for timely noéfion that medically necessary inpatient

services resulting from an emergency admission Hmen provided and to a reduction in

payment for failure to timely notify; provided, hewer that: (i) Any requirement for timely

notification must provide for a reasonable extemgibtimeframes for notification for emergency

services provided on weekends, state, or fedefadys, or during declared state or federally

declared states of emergency; (ii) Any agreed docgon in payment for failure to timely notify

shall not exceed the lesser of two thousand doll$Ps000) or twelve percent (12%) of the

payment amount otherwise due for the services @dealiand (iii) Any agreed to reduction in

payment for failure to timely notify shall not bmposed if the patient's insurance coverage could

not be determined by the hospital after reasonefibets at the time the inpatient services were

LC01776 - Page 9 of 17
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provided.

(f) Except where the parties have developed a rivtagreed upon process for the

reconciliation of coding disputes that includegaiew of submitted medical records to ascertain

the correct coding for payment, a hospital shalbrureceipt of payment of a claim for which

payment has been adjusted based on a particulargctmda patient including the assignment of

diagnosis and procedure, have the opportunity bonguthe affected claim with medical records

supporting the hospital's initial coding of theilawithin thirty (30) days of receipt of payment.

Upon receipt of such medical records, the healtheatity or health plan shall review such

information to ascertain the correct coding formpant and process the claim in accordance with

the time frames set forth in subsection (a) of #astion. In the event the healthcare entity or

health plan processes the claim consistent witlmitgl determination, such decision shall be

accompanied by a detailed statement in plain lagpeuad the healthcare entity or health plan

setting forth the specific reasons why the iniidjustment was appropriate. A healthcare entity

or health plan that increases the payment baséldeoimformation submitted by the hospital, but

fails to do so in accordance with the timeframedsf@eh in subsection (a) of this section, shall

pay to the hospital interest on the amount of soclease at the rate set pursuant to subsection

(d) of this section. Neither the initial or subsenquprocessing of the claim by the healthcare

entity or health plan shall be deemed an adverserrdmation if based solely on a coding

determination. Nothing in this subsection shalllgagp those instances in which the insurer or

organization, or corporation has a reasonable siespof fraud or abuse.

{e)qg) Exceptions to the requirements of this sectiorearfollows:

(1) No health care entity or health plan operatmthe state shall be in violation of this
section for a claim submitted by a health care iglenvor policyholder if:

(1) Failure to comply is caused by a directivenfira court or federal or state agency;

(i) The health care entity or health plan isiguldation or rehabilitation or is operating
in compliance with a court-ordered plan of rehaduiibn; or

(i) The health care entity or health plan's cdance is rendered impossible due to
matters beyond its control that are not caused. by i

(2) No health care entity or health plan operatmthe state shall be in violation of this
section for any claim: (i) initially submitted motban ninety (90) days after the service is
rendered, or (ii) resubmitted more than ninety (@@ys after the date the health care provider
received the notice provided for in section 27-1889; provided, this exception shall not apply
in the event compliance is rendered impossible tdumatters beyond the control of the health

care provider and were not caused by the healthgrawider.
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(3) No health care entity or health plan operatinthe state shall be in violation of this
section while the claim is pending due to a fraucestigation by a state or federal agency.

(4) No health care entity or health plan operatintihe state shall be obligated under this
section to pay interest to any health care provideyolicyholder for any claim if the director of
the department of business regulation finds thatehtity or plan is in substantial compliance
with this section. A health care entity or healkanpseeking such a finding from the director shall
submit any documentation that the director shajlire. A health care entity or health plan which
is found to be in substantial compliance with tlection shall after this submit any
documentation that the director may require onrarual basis for the director to assess ongoing
compliance with this section.

(5) A health care entity or health plan may petitthe director for a waiver of the
provision of this section for a period not to exc¢deenety (90) days in the event the health care
entity or health plan is converting or substantiatiodifying its claims processing systems.

(h) For purposes of this section, the following defams apply:

(1) "Claim" means: (i) a bill or invoice for coest services; (ii) a line item of service; or
(iii) all services for one patient or subscribethii a bill or invoice.

(2) "Date of receipt’ means the date the healtle eatity or health plan receives the
claim whether via electronic submission or hasepalaim.

(3) "Health care entity" means a licensed insugac@mpany or nonprofit hospital or
medical or dental service corporation or plan althemaintenance organization, or a contractor
as described in section 23-17.13-2(2), that opeateealth plan.

(4) "Health care provider" means an individuahiciian, either in practice independently

or in a group, who provides health care serviced raferred-to-as—a-nanstitutional-provider

any healthcare facility, as defined in section Z31including any mental health and/or

substance abuse treatment facility, physician, therolicensed practitioners identified to the

review agent as having primary responsibility foe tare, treatment, and services rendered to a

patient

(5) "Health care services" include, but are natitkd to, medical, mental health,
substance abuse, dental and any other servicesedoweder the terms of the specific health plan.

(6) "Health plan" means a plan operated by a heate entity that provides for the
delivery of health care services to persons entadtighe plan through:

(i) Arrangements with selected providers to funrfigalth care services; and/or

(ii) Financial incentive for persons enrolled hetplan to use the participating providers

and procedures provided for by the health plan.
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(7) "Medically necessary" means services or supphat are needed for the diagnosis or

treatment of a medical condition and meet genemdbepted standards of medical practice. For

these purposes, "generally accepted standards dicahepractice” means standards and

quidelines that include, but are not limited taehQual and other supporting information based

on credible scientific evidence published in pemigwed medical literature generally recognized

by the relevant medical community, physician sdgcisociety recommendations and the views

of physicians practicing in relevant clinical areasd any other relevant factors.

£A(8) "Policyholder" means a person covered under atthgddn or a representative
designated by that person.

£8)(9) "Substantial compliance" means that the healtle @ity or health plan is
processing and paying ninety-five percent (95%)nare of all claims within the time frame
provided for in section 27-18-61(a) and (b).

() Any provision in a contract between a health aamty or a health plan and a
health care provider which is inconsistent withstBection shall be void and of no force and
effect.

SECTION 4. Section 27-41-64 of the General LawEhapter 27-41 entitled "Health
Maintenance Organizations" is hereby amended waedollows:

27-41-64. Prompt processing of claims. -- (a) A health care entity or health plan

operating in the state shall pay all complete ctafor covered health care services submitted to
the health care entity or health plan by a headtte provider or by a policyholder within forty
(40) calendar days following the date of receipaafomplete written claim or within thirty (30)
calendar days following the date of receipt of mplete electronic claim. Each health plan shall
establish a written standard defining what constita complete claim and shall distribute this
standard to all participating providers.

(b) If the health care entity or health plan derde pends a claim, the health care entity
or health plan shall have thirty (30) calendar dimgs receipt of the claim to notify in writing
the health care provider or policyholder of any atideasons for denying or pending the claim
and what, if any, additional information is requin® process the claim. No health care entity or
health plan may limit the time period in which adzhal information may be submitted to
complete a claim.

(c) Any claim that is resubmitted by a health cprevider or policyholder shall be
treated by the health care entity or health plarsymnt to the provisions of subsection (a) of this
section.

(d) A health care entity or health plan whichdaib reimburse the health care provider
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or policyholder after receipt by the health carsitgior health plan of a complete claim within the
required timeframes shall pay to the health caowiger or the policyholder who submitted the
claim, in addition to any reimbursement for healtlre services provided, interest which shall
accrue at the rate of twelve percent (12%) per mnoommencing on the thirty-first (31st) day
after receipt of a complete electronic claim ortbe forty-first (41st) day after receipt of a
complete written claim, and ending on the datepdngment is issued to the health care provider
or the policyholder.

(e) (1) A healthcare entity or health plan shalt Weny payment for a claim for

medically necessary inpatient services resultimgnfran emergency admission provided by a

hospital solely on the basis that the hospitalmitltimely notify such healthcare entity or health

plan that the services had been provided.

(2) Nothing in this subsection shall preclude apita$ and a healthcare entity or health

plan from agreeing to requirements for timely noéfion that medically necessary inpatient

services resulting from an emergency admission Hmen provided and to a reduction in

payment for failure to timely notify; provided, hewer that: (i) Any requirement for timely

notification must provide for a reasonable extemgibtimeframes for notification for emergency

services provided on weekends, state, or fededalays, or during declared state or federally

declared states of emergency; (ii) Any agreed docgon in payment for failure to timely notify

shall not exceed the lesser of two thousand dol$?2s000) or twelve percent (12%) of the

payment amount otherwise due for the services @dealiand (iii) Any agreed to reduction in

payment for failure to timely notify shall not bmposed if the patient's insurance coverage could

not be determined by the hospital after reasonefibets at the time the inpatient services were

provided.

(f) Except where the parties have developed a rivtagreed upon process for the

reconciliation of coding disputes that includegaiew of submitted medical records to ascertain

the correct coding for payment, a hospital shalbrureceipt of payment of a claim for which

payment has been adjusted based on a particulargctmda patient including the assignment of

diagnosis and procedure, have the opportunity bonguthe affected claim with medical records

supporting the hospital's initial coding of theilawithin thirty (30) days of receipt of payment.

Upon receipt of such medical records, the healtheatity or health plan shall review such

information to ascertain the correct coding formpant and process the claim in accordance with

the time frames set forth in subsection (a) of #astion. In the event the healthcare entity or

health plan processes the claim consistent witlmitgl determination, such decision shall be

accompanied by a detailed statement in plain lagpeuad the healthcare entity or health plan
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setting forth the specific reasons why the inid|ustment was appropriate. A healthcare entity

or health plan that increases the payment baséldeoimformation submitted by the hospital, but

fails to do so in accordance with the timeframdsf@eh in subsection (a) of this section, shall

pay to the hospital interest on the amount of soclease at the rate set pursuant to subsection

(d) of this section. Neither the initial or subsenquprocessing of the claim by the healthcare

entity or health plan shall be deemed an adverserrdmation if based solely on a coding

determination. Nothing in this subsection shalllagp those instances in which the insurer or

organization, or corporation has a reasonable siospof fraud or abuse.

{e)q) Exceptions to the requirements of this sectiorear®llows:

(1) No health care entity or health plan operatmthe state shall be in violation of this
section for a claim submitted by a health care iglenvor policyholder if:

(1) Failure to comply is caused by a directivenfira court or federal or state agency;

(i) The health care entity or health plan isiguldation or rehabilitation or is operating
in compliance with a court-ordered plan of reh#diion; or

(i) The health care entity or health plan's cdanre is rendered impossible due to
matters beyond its control, which are not causeit. by

(2) No health care entity or health plan operatmthe state shall be in violation of this
section for any claim: (i) initially submitted motban ninety (90) days after the service is
rendered, or (ii) resubmitted more than ninety (88ys after the date the health care provider
received the notice provided for in section 27-1889; provided, this exception shall not apply
in the event compliance is rendered impossible tdumatters beyond the control of the health
care provider and were not caused by the healthgrawider.

(3) No health care entity or health plan operatinthe state shall be in violation of this
section while the claim is pending due to a fraucestigation by a state or federal agency.

(4) No health care entity or health plan operatintihe state shall be obligated under this
section to pay interest to any health care provideyolicyholder for any claim if the director of
the department of business regulation finds thatehtity or plan is in substantial compliance
with this section. A health care entity or healthnpseeking that finding from the director shall
submit any documentation that the director shajlire. A health care entity or health plan which
is found to be in substantial compliance with teéxtion shall submit any documentation the
director may require on an annual basis for theatlir to assess ongoing compliance with this
section.

(5) A health care entity or health plan may petitthe director for a waiver of the

provision of this section for a period not to exc¢eenety (90) days in the event the health care
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entity or health plan is converting or substantiatiodifying its claims processing systems.

{(h) For purposes of this section, the following defamis apply:

(1) "Claim" means: (i) a bill or invoice for coaat services; (ii) a line item of service; or
(iii) all services for one patient or subscribethii a bill or invoice.

(2) "Date of receipt’ means the date the healtle eatity or health plan receives the
claim whether via electronic submission or as aepafaim.

(3) "Health care entity" means a licensed insueacempany or nonprofit hospital or
medical or dental service corporation or plan althemaintenance organization, or a contractor
as described in section 23-17.13-2(2) that opesate=alth plan.

(4) "Health care provider" means an individuahiciian, either in practice independently

or in a group, who provides health care serviced,isreferred-to-as-aoninstitutional-provider

any healthcare facility, as defined in section Z31including any mental health and/or

substance abuse treatment facility, physician, tberolicensed practitioners identified to the

review agent as having primary responsibility foe tare, treatment, and services rendered to a

patient

(5) "Health care services" include, but are natitkd to, medical, mental health,
substance abuse, dental and any other servicesedoweder the terms of the specific health plan.

(6) "Health plan" means a plan operated by a heate entity that provides for the
delivery of health care services to persons erdafi¢he plan through:

(i) Arrangements with selected providers to funrfigalth care services; and/or

(ii) Financial incentive for persons enrolled hetplan to use the participating providers
and procedures provided for by the health plan.

(7)) "Medically necessary" means services or sepghat are needed for the diagnosis

or treatment of a medical condition and meet gélyeagcepted standards of medical practice.

For these purposes, "generally accepted standdrdsedical practice” means standards and

qguidelines that include, but are not limited taehQual and other supporting information based

on credible scientific evidence published in pemigwed medical literature generally recognized

by the relevant medical community, physician sgbcsociety recommendations and the views

of physicians practicing in relevant clinical areasd any other relevant factors.

£A(8) "Policyholder" means a person covered under atthgddn or a representative
designated by that person.

£8)(9) "Substantial compliance" means that the healtle @ity or health plan is
processing and paying ninety-five percent (95%)nare of all claims within the time frame

provided for in section 27-18-61(a) and (b).
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{en(i) Any provision in a contract between a health caméty or a health plan and a
health care provider which is inconsistent withstbection shall be void and of no force and
effect.

SECTION 5. This act shall take effect upon passage.

LC01776 - Page 16 of 17



EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO INSURANCE - ACCIDENT AND SICKNESS INSURNCE POLICIES

*%k%k

This act would revise the processing of health riasce claims relating to timely
notification, coding disputes, mental health andiabstance abuse treatment as well as defining
medically necessary services.

This act would take effect upon passage.
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