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HOUSE BILL NO. 638 
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Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Stater~~.&nt of Intent 
attached. 
Bill printed and placed on 
mEuabers' desks. 

Second reading, do pass. 

Considered correctly 
eng-rossed. 

Third reading, passed. 
Transmitted to Senate. 
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Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill be 
concurred in. Report 
adopted. 

Second reading, concurred 
in. 

Third reading, concurred in. 
Ayes, 48r Noes, o. 
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Returned to House. 

Sent to enrollinq. 

Reported correctly enrolled. 
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IN1ROOUCED 

rQj_~ BILL NOo _bM 
~~~~--~---

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING THAT THE 

INSURANCE COMMISSIONER HAY IMPOSE AN ADMINISTRATIVE PENALTY 

UPON AN INSURER FOR FAILING TO PROMPTLY PAY CLAIMS; 

PROVIDING THAT ANY INSURER FAILING TO·PAY A CLAIM WITHIN 20 

WORKING OAYS AFTER RECEIPT OF PROOF OF LOSS SHALL NOTIFY THE 

INSURED AND ANY ASSIGNEE IN WRITING OF THE REASON FOR 

FAILING TO MA~E SUCH PAYMENT; PROVIDING FOR THE PROCESSING 

AND PAYMENT OF CLAIMS BY AN INSURER WITHIN 20 WDRKINr. DAYS 

AND NO LONGER THAN 30 WORKING DAYS AFTER RECEIPT OF REQUIRED 

DOCUMENTS OR INFORMATION; PROVIDING THAT INSURERS SHALL PAY 

THE INSURED INTEREST ON CLAIMS THAT ARE NOT PAID IN A TIMELY 

HANNER; DEFINING "PROOF OF LOSS• AND •INSURER•; 

ESTABL1SHING THE USE OF A UNIFORM BILLING FORH.• 

AND 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Definitions. In {this act] the following 

definitions apply: 

(lt •Insurer• •eans any insurer as that term is 

defined by this title 9 Including an1 fraternal benefit 

society, hospital service nonprofit corporation, nonprofit 

rJiedical service corporation, nonprofit health care 

corporation, health •alntenance organization, self-insurer, 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 2332/01 

or third-party adMinistrator or any other public or private, 

profit or nonprofit• govern.ental or nongovern .. ntal 

individual, group, or organization that sells or offers for 

sale insurance policies. subscriber contracts. certificates, 

or agree•ents by which the offerer pro•lses to pay •edical 

benefits In any for• In this state. 

(2) •Proof of loss• aeans any docu.ent accepted by an 

insurer upon which pay•ent of benefits Is aade. 

Section 2. Proof of loss for•s availability 

type. Each Insurer shall provide to Montana hospitals an 

ample supply of the insurer's standard proof of loss for• 

for h~spitalizat.ion and shall, effective January 1., 1985, 

adopt and imple•ent the national unifor• blllinq for• or its 

replaceMent Identified as the UB-82 for• authorized by tha 

federal office of manage•ent and budget and adopted by the 

federal health care financing administration of the United 

States depart•ent of health and human services. 

Section 3. TiMe for pay.ent of clai•s• (1) All 

benefits payable by an insurer under a policy, othe~ than 

benefits for loss of time, are payable imeediately upon 

receipt of proof of loss. If an insurer does not pay the 

benefits payable under its policy. other than benefits 

payab19 for loss of time• upon receipt of proof o~ loss., the 

insurer has a maximu~ of 20 working days after receipt of 

proof of loss to notify the insured or subscriber and 

-2- I N T R 0 D U C E D B I L L 
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assignee• in writinq, stating the reasons for failing to pay 

the claim, either Jn whole or in part. The notification must 

include a written itemization of any documents or other 

infor•atfon needed to process the clal• or any portions 

thereo~. When all of the listed documents or other 

inforMation needed to process the c1ai~ have been received• 

the Insurer has a Maxiau• of 10 workinq days to process the 

claim and either pay It or deny it, in whole or in part. The 

ln5urer aust notify the insured and assignee of the reasons 

for denying any clai• or any portion of a clal•• 

(2) Subject to proof of loss, all accrued benefits 

payable under a policy for loss of ti~ .ust be paid not 

later than the expiration of each 30-day period during the 

conti~~ance o' the ti-e for which the insurer is liable. Any 

balance re•afnin9 unpaid at the terMination of such ti~ 

must be paid im•ediately upon receipt of such proof. 

(3) For failure to co•ply with the raquireaents of 

this section, an Insurer .ust pay interest to the Insured o~ 

subscriber at the rate of 18~ a year on the benefits due 

under the ter•s of the policy• 

Section~. Ad•lnistrative penalty tor failure to pay 

promptly. (1) The co••issloner •aY• after a hearing, l•pose 

an ad•lnfstratlve fine as set forth In subsection (2) on an 

insurer if he finds that the Insurer as a general course of 

25 business practice in this state 'ails to: 
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(a) use due dlll9ence in processing all clal•s; 

(b) pay clal•s In a ti•ely manner; 

(c) provide proper notice when required with respect 

to the reasons for the insurer's failure to •ake claim 

payMents when due; or 

(dJ pay, without just cause, proper claf•s a~lslng 

under coverage provided by its policies, whether such claims 

are in favor of an insured• in favor of a third person Nith 

respect to the liabiJity of an insured to such third person. 

or i~ favor of any other person entitled to the benefits of 

a policy. 

{2J The ad•inlstrative penalty iaposed for violations 

of [this act] .ay not exceed SltOOO for each separate 

violation. 

(3) If an insurer ean deMonstrate that it has 

consistently paid 90% of the total a-aunt outstanding in 

clal•s within 20 working days and all of the a~nt within 

30 ~Grking days of receipt of claims during the 6-•onth 

period l•.ediately preceding the hearinq date• the Insurer 

is not subject to the fine l-oosed under subsection (2)• 

Section 5. Codification instruction. This act is 

intended to be codified as an integral part of Title 33, and 

the provisions of Title 33 apply to this act. 

-End-
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STATE OF MONTANA 
REQUEST NO.. 4 74 - 83 

FISCAL NOTE 
Form BD·I5 

In compliance with a written request received February 17 • , 19 _!L, there is hereby submitted a Fiscal Nota 

for House Bill 638 ' pursuant to Title 6, Olapter 4, Part 2 of the Montana Code Annotated (MCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 638 would impose investigatory requirements on the Insurance Department 
to determine if all companies were making their required payments in a timely manner. 

ASSUMPTIONS: 

1) An additional FTE, personal benefits, space, and equipment would be required. 

FISCAL IMPACT: 
FY 84 FY 85 

Personal .Services --
Under Current Law $ -o- $ -o-
Under Proposed Law 20,471 20 1471 
Increase $ 201471 $ 20,471 

Operating Expenses 
Under Current Law $ -o- $ -o-
Under Proposed Law 876 876 
Increase $ 876 $ 876 

Capital Outlay 
Under Current Law $ -o- $ -o-
Under Proposed Law 2,400 -o-
Increase $ 21400 $ -o-

Total Expenditures 
to General Fund $23,747 $21,347 

COMMENTS: 

The additional requicements could increase the workload of the entire current staff 
in addition to necessitating another FTE. 

FISCAL NOTE 14:EE/1 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Data: 'L ' \ '{ - K J 



STATE OF MONTANA 
REQUEST NO. _5_17_-_8_3_ 

FISCAL NOTE 
Form 80·15 

In compliance With a written request received March 25 , 19 Jl1_ , there is hereby submitted a Fiscal Note 

for House Bil 1 638, Amended pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 638, amended, provides the Insurance Commissioner may impose an administra
tive penalty upon an insurer for failing to pay health or medical claims in a timely 
manner and may inquire into the cause of late payments. 

ASSUMPTIONS: 

1) An additional FTE, personal benefits, space, and equipment would be required to 
investigate late payments and administer bill. 

2) Hearings to establish rules to implement the bill would have to be held. 

FISCAL IMPACT: 

Personal Services 
Under Current Law 
Under Proposed Law 
Increase 

Operating Expenses 
Under Current Law 
Under Proposed Law 
Increase 

Capital Outlay 
Under Current Law 
Under Proposed Law 
Increase 

Total Expenditures 
to General Fund 

FISCAL NOTE l4:EE/2 

FY 84 

$ -o-
20,471 

$ 20,471 

$ -0-
11876 

$ 11876 

$ -0-
21400 

$ 2,400 

$24!747 

1R 

FY 85 

$ -o-
20,471 

$ 20,471 

$ -o-
11376 

$ 1,376 

$ -0-
-o-

$ -o

$211847 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: 3- Lb .-8" J 
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STATE~ENT OF INTENT 

2 HOUSE BILL 638 

3 House Rusiness and Industry Committee 

4 

5 ' stateraent of intent Is required for [House Bill 638] 

6 becaus~ it gives rule•aking power to the co•mfssloner of 

7 insurance. In section 5t the commissioner is authorized to 

8 establish rules to deter•ine if a health or nedical Insurer 

9 is me;ting his contractual obllgatior. in a timely manner, to 

10 provide for administrative penalties against insurers who 

11 fai 1 to fulfill those obligations, and to make the 

12 deter•i nations necessary fo~- Insured persons wthose banef it 

13 parments are unnecessarily delayed to be eligible to collect 

1~ interest on the late p~yaents. 

SECOND R E A D l N G 
\ ,.--~; ' --... .,"\ 
\- .._ I "', : ' ----: ':><· 
i - ·.;....~ ~-...) '· 
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Approved ~ Committee 
on Business and Industry 

HOUSE BILL NO• 638 

INTRODUCED BY HANSEN, WALDRON 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING THAT THE 

INSURANCE COMMISSIONER HAY IMPOSE AN ADMINISTRATIVE PENALTY 

UPON AN INSURER FOR FAILING TO Pft8MP~~ PAY a~&L--a& 

~ALIH CLAIMS !B_A_IlaELl-KA~E&; PROVIDING THAT *N¥-~NS~ER 

F~tttN&--fB-PA¥-~Et~fM-N~H~-e&-WBR~~-&A¥5-AF~ER-AE&EtPf 

BF-PRBBF-BF-tB55-5H~t-N~tF¥-fHE-tN5~E9-AN9--AN¥--A5St6HEE 

tN--H~tftNe--8F-fHE-REASBN-F9R-FAfttN~-f9-M~E-S~EH-PA¥HENft 

PRB¥fRfNS-F9R-fHE-PRB&ESSfN&-.NB-PA¥MENf--8F--Et~fHS--8¥--AN 

tN5SREft-WtfHtN-iB-N9R~tN6-BA¥5-ANB-NB-tBN&EA-tHAN-~8-wBRKtN5 

&A¥5--~FtEA-REEEfPt-BF-REQ~tAEB-BB&VHENfS-BR-fNFBRH~ftBN ltif 

t!llll!lSSllltlf&_IIAX..lii.Qlll..Bf_llll.IL-llU;_uli.S..E__!!f_-l:E&lllii __ Ull 

fAlaftiiS; PROVIDING THAT INSURERS SHALL PAY THE INSURED 

INTEREST ON t£81~ CLAIMS THAT ARE NOT PAID IN A TIMELY 

MANNER; DEFINING •PROOF OF LOSS• AND •INSURER•t--A~ 

E5tABtf5HtN6-fHE-~5E-BF-~-YNtFBRM-SfttfN6-FBRMo• 

DE IT ENACTED BY THE LEGISLATURE OF THE STATE OF AONTANA: 

Section 1. Definitions. In [this act] the followlnq 

definitions apply: 

(1) •Insurer• means any insurer as that term is 

defined by this titley including any fraternal benefit 

society, hospital service nonprofit corporation, ~~AL!tl 
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~f&~ltf-~fa&AilDM£ nonprofit medical service corporation, 

nonpro'fit health care corporation, health maintenance 

organization, self-insurer, or third-party administrator or 

any other public or private, profit or nonprofit, 

gover~•ental or nongovern~ental Individual, group, or 

organ I zatlon that sells or offers for sale insurance 

policies, subscriber contracts, certificates, or agreements 

by vhich the offerer promises to par •edical benefits in any 

form in this state. 

(2) •Proof o~ loss" means any document accepted by an 

insurer upon which payment of benefits is made. 

~ee~+e~-l·--~reef-ef--+&s9--fer•s------awa+t8~+++~y----

•ype•---Edeh--+ftsurer--she++-prow+ee-~e-Meft~afte-~esp+~e~'-a" 

emp~e-snp~~y-ef-~he-+fts~re~s-s~a~erd-~ree~--·~--~e~--ferm 

for--hosp+~e++re~+en--e~~--sftft~ .. -effee~+we-den•ary-~T-~985• 

edep~-end-+•ptemen~-~he-na~+ane+-Hft+fer.-&++++nq-for•-er-+~• 

~•p+aeement-~eft~+~+e~-·~-~~e-~8-a~-fer•-•~~~or+~~--hy--tfte 

Federet--off+ee--o~-menege•e~-e~d-hud~e~-aft~-a~op~ee-ey-~he 

~edere~-heetth-ee~e-~+ftene+ft~e~•+ft+s~re~+on-of--~he--Yn+*ed 

§~e~e~-de~er~e"~-of-hee•th-end-ftumen-serw+~es• 

See~+on-~---~+Me---for--peymen~--of--e~$+~·---ttt--•++ 

&eftef+ts-payee+e-hy-an-+ns~re~-ande~-·--~e++eyy--o~~er--~hen 

beAef+~s--f~r--~o5s--ef--~Tmey--ere-~eyeb~e-+••ed+a~e~y-~~on 

~eee+~t-o~-procf-of-~DS5•-ff-aft-~ft5~~e~--does--fta~--~sy--~he 

beftef~~s--peyeb~e--~nde~--T~s--po+•eyy--o~fter--~han-~enefT~s 

-2- HR 638 
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~eyee~e-#~-+es~-ef-~+mey-~peft-peee+p~-of-,reef-e+-~ossy-the 

+ns~rer-he,-a-.. •+•••-ef-~e-.er~n~ear~--e~~er--reee+p~--o~ 

p~oef--of--+oss--~o--n~~fy--~h@--+ns~ee--or-sabser+her-ftnd 

ess+~eeT-Tn-wr+~+n~-s~~~n~-~he-rea~ns-~er-fe+++n!-~o-~&y 

~he-e~a+••-e~her-+n-whe+e-or-+n-pa~~--~"e-not+~+ea~+o~-m~~~ 

~ne+ade-e-w~~~en-+~eMT£e++en--~--any--doe~men~s--er--o~her 

+ftfe~a~ton--fteedee--~o--~roeeaa--~e--e+e+•-or-any-pe~~+ons 

~heree~w--When--a~~--ef--~he--++s~~--doeameft~s---er---other 

+nferaat+on--needed-~e-proeess-~e-e~e+M-he.e-Been-reee+wedy 

the-+ns~rer-hes-a-•ex~•-ef-~8-work+"g-eeye-~e-proees•--~he 

ete+--e~-e+~er-pey-+~-er-defty-t~-tft-wh~e-er-+~~er~w-~he 

+nsarer--~s~no~+~y~"e-+n,ere~en~-ess+!nee-e~-~he-reesen~ 

¥or-de"y+ft~-Ofty-e+a~or-any-po~+eft-ef-e-e~+mw 

~t--S~bjee~-~e-preef-ef--•essy--e+t--eeeraed--eeftef~s 

pefebte--eftder--e--pet+ey--fe~-~ss-ef-~Me-•es~-ee-pe+d-n~ 

~~er-~hen-~he-exptre~+en-ef-eeeh~8-day-~erted--der~~--~he 

eon~+ftueftee-of-~he-~+•e-~r-wh+eft-•he-+"•~er-•s-~+eb~e•-•ny 

betence--re•e+n+ng--~pa+~--~--~he-~er-*~e~+Gn-of-s•e~-~+Me 

•••~-be-pe+d-+mMed+e~ety-epen-reee+~-ef-seeh-preefw 

t3t--Fer-te+~r•-~-ee•~y--w+~--~ne--reqetr~en~s--ef 

~h+s-see~+efty-en-+nsa~eP-.U$~-pey-+n~e~e$~-~o-~he-+n~re~-o~ 

sabser+ber--et--~he--r~e--et-~e•-e-yeer-~-~he-benef+~s-dee 

aftder-~he-~erMs-~-~-~e++eyw 

Itlfl!.L.ll_A_IIIEli MCA SECUQN It( AI .BUllS.&. 

Section 2. Time for pay~nt of claims. (1) If •ithin 

-3- HB 638 
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30 days after receipt of a proof of loss. the insurer has 

not paid the clal~ for benefits provided in the policy or 

contract or notified the insured or the insured•s assignee 

of tha reasons for failure to pay tha clai~ in full and has 

not r~quested addftfonal information or documentst the 

insured or the assignee may report the delay to th~ 

co.Missioner, who •ay then investigate to deter•ine if the 

insurer has failed to pay the clai• within 30 days of its 

recei~t without good reason andt If so, whether such delay 

is a general course of business practice of the insurer. 

(2) Upon the comMissloner•s determination that the 

delay is a general course of business practice and for a 

year thereafter unless earlier rescinded by the 

commissioner, all clai•s for benefits not paid by that 

insurer within 30 working days after receipt by the insurer, 

Nithout good reason as determined by the commiSsioner~ shall 

obli9ate the fnsurer to pay interest at 18~ a year from the 

date the co .. issioner determines that the delay became 

unrea~onable. 

Section 3. Administrative penalty for failure to pay 

promptly. (1) The commissioner may, after a hearing, impose 

an administrative tine as set forth in subsection (2) o~ an 

insur~r if he finds that the insurer as a general course of 

business practice In this state fails to: 

(a) use due diligence in processing all claims; 

-.r,- HB 636 



1 

z 

3 

4 

5 

6 

7 

HB 0638/0Z 

(~) pay clai•s fn a tl.ely manner; 

(c) provide proper notice when required with respect 

to the reasons for the lnsurer•s failure to make claim 

pay~ents when duei or 

(d) payt without just cause• proper claims ~rising 

under coverage provided by Its policies, whether such claims 

are in favor of an insured• in favor of a third person with 

6 respect to the liability of an insured to such third person. 

9 or in favor of any other person entitled to the benefits of 

10 a policy. 

11 (2) The administrative penalty imposed for violations 

12 of [this act] may not exceed st.ooo for each separate 

13 violation. 

14 !~I If an insurer can demonstrate that it has 

15 consistently pdid 90~ of the total aaount outstanding in 

16 claims within 20 working days and all of the amount within 

17 30 working days of receipt of claias during the 6-~onth 

18 period im&ediately preceding the hearing date, the insurer 

19 is not subject to the fine i~osed under subsection (2). 

20 IafSE-lS-A-~fW_Hta_~N'TH&J ftE~ 

21 Section 4. Right of privacy guaranteed. ~othlng in 

22 [this act] requires the commissioner to disclose lnfor•ation 

23 in violation of the Insurance Information and Privacy 

24 Prote=tion Act. 

25 L~f&f-~¥f~_Sf,llO~HAl-&~ 

-5- HB 638 
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Section 5· Rule•aking authority. The co~~missloner 

shall make rules. under the Montana Adalnfstrative Procedure 

Act, necessary to implement [this act). 

Section 6. Codification instruction. This act is 

intended to be codified as an integral part of Tltla 33, and 

the pr~vislons of Title 33 apply to this act. 

-End-
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1 STATE"ENT OF INTENT 

2 HOUSE SILL 638 

3 House Business and Industry co .. lttee 

" 
5 ~ stateaent of Intent Is required for [House Bill 638) 

6 because it gives rule.akfnq p~er to the co•mlssioner of 

7 insurance. tn section 5, the co-.lssioner is authorized to 

8 establish rules to deter•lne if a health or aedical Insurer 

9 is aeetlng his contrac::tual obllgatio·n in a timely •anner. to 

10 provide for adainistratlve penalties against Insurers who 

11 fai 1 to fulfill those ob11gations, and to make the 

12 deter•inations necessary for Insured persons whose benefit 

13 pay.ants are unnecessarily delayed to be eligible to collect 

1~ interest on the late payments. 

T H I R D R E A D I N G 
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HOUSE BILL NOo 638 

JNTROOUCEO BY HANSEN• WALDRON 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING THAT . THE 

INSURANCE COMMISSIONER MAY IMPOSE AN ADMINISTRATIVE PENALTY 

UPON ~N INSURER FOR FAILING TO PA8~~ PAY MEDICAl QB 

W<.&Lltl CLAIMS lti..!-Ill!.e.X..II.&W!UI PROYIOING THAT M¥-floi51:1AfR 

F~f~fN&--~&-PA.-A-6~~fH-N+fHfN-~8-WQRMIM&-8~¥6-AFfEA-B£6£§¥J 

eF-PftB8F-8F-t655-SH~-Nef~¥-~HE-+NSI:IAE8-~N8--AN¥--~55+6NEE 

fN--W~f~fN---SF-~HE-BE~&N-F&B-FAf~fN~-~8-MAME-SWfH-P~'I'MEN~~ 

PA8Yf8tN6-F8ft-~-PA8&E66fN&-AN&-P*¥MfNf--8F--~~MS--8¥--~N 

fN5~BER-WffNfN-~8-W8BKfN&-&A¥5-AN&-N&-~9N&EB-~HAN-~-NQBMfN6 

8A¥5--~FfEA-AEEEfP~-9F-BE8YfBEB-89~E~S-BA-tNF8BMAff8N'Iw; 

!;lllllllSSlOe!!;8J:IAXJiimll8EJIIiiD.. JljE L&ySE DE CERTAIN L.&.l.E 

eA%!£tiiS; PROVIDING THAT INSURERS SHALL PAY THE INSURED 

INTEREST ON !;f8I.&ltl CLAIMS THAT ARE NOT PAID IN A TIMELY 

MANliER; DEFINING "PROOF OF LOSS• AND "INSURER•~--AN& 

E5f~S~tSHfN6-~E-W5E-BF-~-WNfF8AN-Bf~~fN6-F8BM.• 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ~ONTANA: 

Section 1. Definitions. In [this act) the following 

definitions apply: 

(1) •Insurer• ~ans any Insurer as that ter• is 

defined by this title. including any fraternal benefit 

society, hospital service nonprofit corporation, ~fALIU 
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SEB~E-kO&fOB&IlO~ nonprofit medical service corporation. 

nonprofit health care corporation• health maintenance 

organ•zationt self-insurer, or third-party ad•lnistrator or 

any other public or private, profit or nonprofit. 

gover,aental or nongovern•ental Individual~ group, or 

organiz'atlon that sells or offers for sale Insurance 

policies, subscriber contracts, certificates, or agreements 

by which the offerer promises to pay medical benefits in any 

form i~ this state. 

(2) •Proof o~ loss• aeans any document accepted by an 

insurer upon which payment of benefits Is made. 

,eee+on~.--P~ooF-oF--~e.~--Fora~------ove++sb+++ty---

type•---Eeeh--+n~~~--~he++-p~o•+de-eo-Montene-he~p+ee~•-en 

o•p~e-~~pp~y-eF-the-+n~~~p£.-~eende~6-preof--eF--~e~~--Fo~• 

fo~--ho~p+ee++ree?en--end--~hs~~-sFFeee?ve-~enHo~y-f?-~985• 

edope-end-+~+eMent-ehe-not+eno~-on+fe~•-~~+~-fepa-e~-+es 

~p~eee•ent-~ene+f+ed-e~-the-WB-~~-fe~e-eatho~+red--br--ehe 

Fede~e+--ofF+ee--ef-aene~eaent-ond-bod~ee-end-edopte6-by-ene 

Federo+-hee+th-eere-f+nene+n~eda+n+stret+on-oF--the--Wn+eed 

S~a~e~-de~er~e~t-of-hee~~-end-humen-se~•+~e~. 

£eee+en-~w--f+ee---Fo~--peyeene--of--e~o+-sw---t~t--~++ 

benef+~s-peye~~e-~y-an-+ns~r~-~n~er-a--~e++eyy--a~~er--~han 

be~ef+~s--~or--ioss--of--~+Mey--are-payeb+e-+•••d+e~e+y-~pon 

reeeT~~-e~-p~eof-ef-+ossw-ff-an-+n~arer--~oe~--n~--~sy--the 

benefi~s--payab•e--~nder--+~s--po++eyy--other--~han-benef+~s 
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payee~e-~or-+ess-e#~+.ey-~poft-reee+p~-ef-ppeef-e~-•ess.-tfte 

+ns•rer-he~-.-.e•+•ea-of-~8-wer~+ft,-~ay~--e~~er--reee+,~--e# 

proef--e~-+oss--~o--ft~~~y-~~e--+nsaree--er-,•Oser+her-snd 

aes+!~eey-Tn-wr+~+n~-·~~+ng-~he-reft~fts-•er-fe+tTft~-~e-pay 

~he-e+a+••-e~her-+n-wfte~e-or-+n-pa~~--~"e-n~f+e~+en-Mas~ 

Pne+~•-e-w~~~en-+~e~re++oft--..--ftfty--~oea•en~s--er--e~her 

+n•o~e~+on--fteedee--~o--~~oees.--~he--e+e+•-or-any-per~+ons 

~hereaf•--When--ett--ef--~he--++s~ed--deea~ft~s---er--~her 

+nfe~e~+en--fteeded-~·~reeess-~e-e+e+M-heve-been-reee+wed~ 

~~--~s~rer-hes-e-•e~+Ma•-ef-i8-werh+ng-deye-~e-pPeee~s--the 

eta+.-~-e+ther-pay-+~er-deny~.-+ft-whete-er-+n-,er~.-~he 

+ns.rer--8Ds~ft&b+f~he-tftsaree-~-ass+~ee-ef-~he-ree~ns 

fer-deny+ftg-eny-e+e+a-or-efty-pe~+en-ef-e-e+e+a• 

t~t--5ubjee~-~e-proef-ef--tese.--e++--eeereed--be~ef+~ 

peyebte--en~er--e--~e++ey--fer-+ess-ef-~•e-mes~-be-pa+d-n~ 

~er-~heft-~he-e~~+r~+eft-ef-eeeh-3e-dey-per+od--dar+ng--~he 

een~eenee-ef-~he-~+Me-fer-wh+eh-~he-+ftsarer-+e-++eete.-Any 

betenee--reae+n+ng--anpa+d--~--~he-~era+ne~+on-of-seeh-~+ae 

aus~-be-pe+d-+a.ed+~e+y-apen-reee+~-ef-saeh-preef. 

t~~-Far-fe++ere-~a-~y--w+th--~he--re~+reaen•e--ef 

•h+s-•eet+eny en ~ftsar~-·~•~-pey-+n~er••~-•e-~~e-+ns.red-or 

eaeser+ber--e~--~he--rete--of-18•-e-yeer-on-~he-benef+~s-dee 

ander-~he-•er.s-ef-the-po++ey• 

IUE&E IS A_HEW Mt6 SECIIQN IHAI_&f60S1 

Se~tion 2• Ti~ for pay.ent of claims. (lJ If within 
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30 days after receipt of a proof of loss. the insurer has 

not paid the claiM for benefits provided in the policy or 

contract or notified the insured or the insured•s assignee 

of th~ reasons fOr failure to pay the claiM in full and has 

not r~quested additional infor•ation or documents, the 

insured or the assignee .ay report th~ delay to th~ 

colllnissioner, who •ay then investigate to determine ;f the 

insurer has fajled to pay the claim wfthln 30 days of its 

recei~t without good reason and, Jf sot whether such delay 

is a general course of business practice of the insurer. 

(2) Upon the co•mlssJoner•s determination that the 

delay is a general course of business practice and for a 

year thereafter unless earlier rescinded by the 

coamissioner, all clal•s for benefits not paid by that 

insurer within 30 working days after receipt by the insurer, 

without good reason as deter•lned by the comml•sioner, shall 

obligate the insurer to par interest at 18~ a year fro. the 

date the co .. issioner determines that the delay became 

unrea~onable. 

Section 3. Administrative penalty for failure to· pay 

promptly. (1) The commissioner may, after a hearing, impose 

an ad~inistratlve fine as set forth in subsection (2) o~ an 

lnsur~r If he finds that the insurer as a general course of 

business practice in this state falls to: 

(a) use due dfllgence in processing all claims; 

-'t- HB 638 
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(b) pay clal•s In a tl.aly .anner; 

(c) provide proper notice when required with respect 

to the reasons far the lnsurer•s failure to make elai• 

pay•ents when due; or 

(d) pay, without just causa, proper clal•s arising 

under coverage provided by Its policies, whether such claiMs 

are in favor of an insured, In favor of a third person with 

8 respect to the liability of an insured to such third person. 

9 or in favor of any other person entitled to the benefits of 

10 a po)icy. 

11 (Z) The administrative penalty iMposed for violations 

lZ of [this act] may not exceed Sl,OOO for each separate 

13 violation• 

14 (J) If an insurer can de•onstrate that It has 

15 consistently paid 90* of the total aMount outstanding In 

16 claims within 20 working days and all of the amount within 

17 30 working days of receipt of claias during the 6-•onth 

16 period imMediately preceding the hearing date, the insurer 

19 is not subject to the fine i~osed under subsection (2). 

ZO l~£af_ll_6_SfW_HtA_~~AI READS: 

21 Section ~. Right of privacy guaranteed. Nothing in 

22 [this aet) requires the commissioner to disclose infor.atlon 

Z3 in ~iolation of the Insurance Information and Privacy 

24 Prote=tion Act. 

25 ltiUE-IS A NEIW5U..~l.D!Ll!IA1-Ilt6.Q.U 
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Section 5. Ruleaaking authority. The co•lssloner 

shall make rules. under the Montana Ad•inlstrative Procedure 

Act, necessary to i11ple~~ent [this act]• 

Section 6o Codification instruct. ion. This act Is 

intended to be codified as an Integral part of Title 33o and 

the pr~vislons of Title 3~ apply to this act. 

-End-
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~8th Legislature HB 638 

1 STATEMENT Ill' INTENT 

2 HOUSE BILL 638 

3 House Business and Industry Co••ittee 

.. 
5 ' statewent of Intent is required for (House Bill 638] 

6 because It gives rule.aklng poNer to the co••issioner of 

1 insurance. In sectton 5 9 the co~issioner is authorized to 

8 establish rules to deter•lne if a health or .edlcal Insurer 

9 is meeting his contractual obl iqation in a ti•ely Mnner, to 

10 p~ovide for adainistratlve penalties against Insurers who 

11 fail to fulfill those obligations. and to •ake the 

12 deteralnations necessary for Insured persons whose benefit 

13 pay•ents are unnecessar11y delayed to be eligible to collect 

14 interest on the late pay•ents. 
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HOUSE BILL NOo b38 

INTRODUCED BY HANSEN• WALDRON 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT THE 

INSURANCE COMMISSIONER MAY IMPOSE AN ADMINISTRATIVE PENALTY 

UPON AN INSURER FOR FAILING TO PR6M~~¥ PAY NEQICAL QR 

HfALIH CLAIMS lH-6-Il!fLX-KAb!f&; PROVIDING THAT ~N¥-fNSHRER 

~ft~B--·6-P~¥-~-&~~M-wt•M4N-29-W6AN~&-6A¥5-AF.ER-RE&~~ 

6F-PR68F-6F-~S5-SH~-N&f~¥-fHE-§NSWAE8-ANB--AH¥--ASS§&NE£ 

+N--WRf.fN6--6F-fHE-REASBN-FBA-FA~~~WG~MAKE-SV£H-PA¥MENf. 

PR8Y+BINB-F6R-fHE-PReEESSfN6-AN&-PA¥NENf--8F--6~AfN5--9¥--AN 

INS~RER-WffHfN-~9-WBRNfN6-BA¥S-AN&-N&-~BNBER-fHAN-38-w8RNfN8 

&A¥S--AFfER-RE&EfPf-8F-RE.WfRE9-9Be¥NENfS-6R-fNF8ANAff8N lHf 

~Ue!lSSlCB~R-!AX-lHQU!Bf_lH!Q__IU~~__Qf__tfRIAIN !A~ 

eAl!~lS; PROVIDING THAT INSURERS SHALL PAY THE INSURED 

INTEREST ON ~&lM CLAIMS THAT ARE NOT PAID IN A TIMELY 

MANNER; DEFINING "PROOF OF LOSS• AND •INSURER•·--ANB 

E5fA~f5H'*&-fHE-WSE-BF-A-HNff8RM-8f~~N8-F6RN.• 

BE IT ENACTED BY THE LEGISLATURE DF THE STATE Of ~ONTANA: 

Saction 1. Definitions. In £this act] the following 

definitions apply: 

(1) •Insurer• aeans any insurer as that terM is 

defined by this titlet including any fraternal benefit 

society• hospital service nonprofit corporation. hEALlH 
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S.f&Xlt.E-'.Jl&.!Wi6l1Qtb. non·profit: •dical service corporation., 

nonprofit health care corporation. health •alntenance 

organization, self-insurer, or third-party adMinistrator or 

any other public or private. profit or nonprofit, 

gover~•ental or nongovern•ental Individual, group. or 

organization that sells or offers for sale Insurance 

policies, subscriber contracts, certificates, or agree.ents 

by which the offerer pro•lses to pay •edical benefits In any 

for• in this state. 

(Z) •Proof of loss• ~ans any docuaent accepted by an 

insurer upon which payment of benefits is •ade. 

5ee~+o"-~w--P~ee~-of--•~s--~~••------awe+~~~y---

~Tpe•---&eeh--+n•~rer--she+t-prow+ee-~e-Mon~ane-ho~~e~-eft 

e.p+e-sepp+y-of-~he-+fts~~er&•-~~~4-~•eef--e•--.... --~r• 

fe~--hosp+te~re~+e~--eft8--•ha~~-effee~•ve-denMery-••-498S. 

e~~~~ftd-+~4ement-~e-net+one+-an+fer--h+~~~-~er.-er-+~ 

~ep+eeeMeft~-ideft~+f+ee-es-~he-Y8-8t-fe~Dthe~red--by--~he 

federet--o+f+ee--&f-.eftft~e.e~-8ft~-~~~~et-eft8-e4op~ee-ay-~he 

fe~eret-heetth-eare-f+ftftfte+h~-s~•+ft+s~re~+eft-ef--~~--Vft+~ee 

5~e~e~-deperteent-ftf-heetth-end-hu•sn-s~rYtees• 

s~et+eft-~---~+me---~er--~ayae~--ef--e~~+•s·---t~t--A++ 

bene~tt~-pe7ebte-by-en-+n~a~~-~~er-e--~e++eyT--o~er--~ftan 

e~ne~ft~--fer--to,s--of--tteey--ere-peysb+e-+ .. e~+~e+y-~peft 

~eee+~~-e~-p~ef-e~-~e•§·-~f-en-+ns~~er--eo~--not--pey-~he 

be~efft~--~eyebte--~der--Tts--~++eyT--o~fter--~ften-benef+~s 
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peyah•e-for-+o~s-e~-~T .. .-~~o"-reee•~~-e~-p~oo•-of-~ess.-~fte 

+ftserer-has-s-~w+•~.-o~-~8-wo~k+n,-days--e#~er--reee+p~-of 

~oo~-o~--+~s--~e--~t~y--~h@--+n~aPed--or-saDseP+her-anft 

ass+~eey-Tn-wr+~+n9Y-•~e~ftgr~fte-ree~ons-fer-~e++~~~o-poy 

~~-ete+ey-e+~her-+n-who+e-or-+ft-p&P~•~fte-n~+~+e~~n-aa~ 

+ne+Vde-e-wr~~n-+~e.+ee~--of--eny--e&ew•en~s--o~--other 

+~or.~+en--neeeee--~o--proeess--the--e~e+.-or-eny-po~+ons 

~e&f•--Nheft--..~--o~-~he--tT7~ed--doea.e~s---or---e~eT 

+ft•er.e~+on--fteedea-~e-~.oee,-~e-e+e+•-he¥e-been-reee+.edy 

the-+ft~rer-has-e-•a.+ .. •-of-te-.ork+n~-deys-~o-~eees•--~he 

et~~--~her-pey-+~-or-deny-+~-*n-wft&te-er-+n-p~•-The 

~erer--~-n~f~-+n,.re~ene-ess+gnee-of-~he-reasons 

~er-deny+n~-eft?-etet.-er-eny-pe~+en-ef-e-ctate• 

t~t--5~~-~~oot-e•--~s.--att--eeeraed--benoft~ 

peyabte--~~-e--pottey--~-toss-of-~+..-.as~-he-peTd-~ 

-er-~n-~-el<ptf'e~+en-ef-etoeh-:le-dey-peTted--dar+~--the 

eon~+n~enee-~-~he-t+ee-~wh+~he-+nsurer-+•-++eete•-Any 

&e+enee--re..tn+n~-enpe+d--~--the-~~+on-~-saeh-~+ee 

-~-t>-pe..--d+-y-apen-reee~-.,._saeh-proefw 

t~t--For-fe+t~re-~-ee.pty--~h--t~e--re~•+re.eft~,--_. 

~~+s-see~+eftT-en-+ns.rer-.ost-pey-+~ere~~-~e-+ft§~red-o~ 

$abser+ber--~-~he--r~e--ef-~ .. -a-yeer-en~~e-befte~+~s-d~e 

ander-~he-te~-ef-~he-pe~y• 

IUf&E_lS_A_MEN MCA SECLlQ~ !HAT ~ 

Section 2. Ti.e for pay•ent of clai•s• (1) If within 
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30 dats aft@r receipt of a proof of loss, the Insurer has 

not paid the c1aim for benefits provided in the policy or 

contract or notified the Insured or the insured•s assignee 

of the reasons for failure to pay the clai• in full and has 

not rQquested additional infor•ation or docu.ents9 the 

Insured or the assignee •ay report the delay to the 

commissioner, who may then investigate to determine if the 

insure~ has failed to pay the clai• within 30 days of its 

~ecei ,"Jt without good reason and,. if so,. whether such delay 

is a general course of business practice of the insurer. 

(2) Upon the co .. issloner•s determination that the 

delay is a general course o~ business practice and for a 

year thereafter unless earlier rescinded by the 

com•issloner,. all clai•s for benefits not paid by that 

Insurer within 30 working days after receipt by the insurer, 

without good reason as deter•ined by the co••lssionar,. shalJ 

obligate the Insurer to pay interest at 18* a year from the 

date the commissioner determines that the delay becaae 

unreasonable. 

Section 3· AdMinistrative penalty for failure to pay 

promptly. (1) The c~issioner aay, after a hearing, i•pose 

an administrative fine as set forth in subsection (2) on an 

insurer ff he finds that the Insurer as a general course of 

business practice in this s~a~e falls to: 

(a) use due diligence in processing all clai•s; 
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(b) pay clai•s In a ti~ly •annar; 

(c) provide proper notice when required with respect 

to the reasons for the Insurer's failure to •ake clal• 

pa,ments when due; or 

(d) pay, without just cause, proper claims arising 

under coverage provided by its policies~ whether such clal•s 

are in favor of an insured. In favor of a third person with 

respect to the liability of an insured to such third person, 

or fn favor of any other person entitled to the benefits of 

a policy. 

11 (Z) The ad•inistratlve penalty imposed for violations 

12 of (this act) may not exceed Sl.OOO for each separate 

l! violation. 

14 (3) If an insurer can de•onstrat.e that it has 

15 consistently paid 90~ of the total a.aunt outstan~ing in 

16 claiM~ within 20 working days and all o~ the amount within 

17 30 working days of receipt of clai~s during the b-Month 

18 period i~mediately preceding the hearing date. the insurer 

19 Is no~ subject to the fine iaposed under subsection (Z). 

zo I ~fli.LlS....Ltrui..IIU-~Er.llllll.XIIAI..ll.fAQll 

21 Section ~. ~ight of privacy guaranteed. Nothing in 

zz [this act] requires the co•~issioner to disclose infor•ation 

23 in viola~ion of the Insurance Information and Privacy 

24 Protection Act. 

l5 L~flif-~-6-~~~~IlD~_IH&I-IitA~ 
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Section 5. Ruteaaking autho.rity. The coa~~issioner 

shall •ake rules, under the Montana Adainistratlve Procedure 

Act, necessary to i•pleMent [this act]. 

Section 6. Codification instruction. This act Is 

intended to be codified as an integral part of Title 33~ and 

the provisions of Title 3) apply to this act. 

-End-
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