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1 BILL NQOe égéié? Z |3 or third-party administrator or any other public or private,

2 INTRODUCED @m&-ﬂ/ Pstacdas 2 profit or nonprofits qovernwmental oF nongovernmental

3 3 indlvidualy groupy or arganization that sells or offers for

Y A BILL FOR AN ACT ENTITLED: mAN ACT PROVIDING THAY THE 4 sale insurance policies, subscriber contractss certificatesy

5 INSURANCE COMMISSIONER MAY IMPOSE AN ACMINISTRATIVE PENALTY 3 or agreements by which the offerer promises to pay wmedical

6 UPON AN INSURER FOR FAILING YO PROMPTLY PAY  CLAINS; 6 benefits in any form In this state.

7 PROVIDING THAT ANY INSURER FAILING TO PAY A CLAIM WITHIN 20 T t2} *Proof of loss™ means any document accepted by an

8 WORX ING NDAYS AFTER RECEIPT OF PROOF OF LOSS SHALL NOTIFY THE 8 insurer upon which payment of benefits is made.

9 INSURED AND ANY ASSIGNEE IN WRITING OF THE REASON FOR 9 Section 2. Proof of 1loss forms -- availability -—-
£O FAILING TO MAKE SUCH PAYMENT; PROVIDING FOR THE PROCESSING 10 type. Each insurer shall provide to Montana hospitals an
11 ANO PAYMENT OF CLAINS BY AN INSURER WITHIN 20 WORKENS DAYS 11 ampte supply of the insurer's standard proof of loss form
12 AND NO LONGER THAN 30 WORKING DAYS AFTER RECEIPT OF REQUIRED 12 for haspitalization and shalls effective January 1s 1985y
13 DOCUMENTS OR INFORMATION; PROVIDING THAT INSURERS SHALL PAY 13 adopt and implement the national uniform billing form or its
14 THE INSURED INTEREST ON CLAINS THAT ARE NOT PAED IN A TIMELY 14 replacement identified as the UB-82 form authorized by the
15 MANNER; DEFINING “PROOF OF LOSS™ AND "INSURER*; AND 15 federal office of management and budget and adopted by the
1s ESTABLLSHING THE USE OF A UNIFDRRM BILLING FORMe" 16 federal health care financing administration of the United
17 17 States departwent of health and human servicess
18 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:C 18 Section 3. Time for payment of claimse (i) All
19 Section le Definitionss In [this act] the following 19 benefits payable by an insurer under a policyy other than
20 definitlons apply: 20 benefits for loss of timey are payable immediately upon
21 {1} "Insurer™ means any insurer as that term is 21 receipt af proof of loss. If an insurer does not pay the
22 defined by this title, Including any fraternal benefit 22 benefits payable under its policys other than benefits
23 societyy hosplital service nonprofit corporationy nonprofit 23 payablae for loss of times upon receipt of proof of losss the
2& medical service corporationy nonprofit health care 24 insurer has a maximum of 20 working days after receipt of
25 corporationy health maintenance organizationy self-insurers 25 proof of loss to notify the insured or subscriber ang
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assigneey in writingy stating the reasons for failing te pay
the claime either in whole or in parts The notification wust
include a written itemization of any documents or other
information needed to process +the claim or any portions
thareof. when all of the listed documents or other
information needed to process the claim have been receiveds
the Insurer has a maxiwum of 10 working days to process the
claim and either pay it or deny its in whole or in parts The
insurer sust notify the insured and assignee of the reasons
for denying any claim or any portion of a claime

{2) Subject to proof of 1055y all accrued benefits
payable under a polticy for loss of time wust be paid not
later than the expiration of each 30-day period during the
contindance of the time for which the insurer is liable. Any
balance remaining unpaid at the termination of such time
must be paid immediately upon receiot of such proof.

(3} FfFor failure to comply with the requirements of
this sectionsy an insurer must pay interest to the insured or
subscriber at the rate of 18% a year on the benefits due
under the terms of the policye

Section 4. Administrative penalty for failure to pay
promptiye (1) The commisslioner mays after a hearingy Impose
an administrative fine as sat forth In subsection (Z) on an
insurer if he finds that the insurer as a general course of

business practice in this state fails to:

-3-
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(a) wuse due diligence in processing all claims;

{b) pay claims in a timely manner;

{c) provide proper notice when required with respect
to the reasons for the insurer's failure to wmake claim
payments when due; or

(d) pays without Just causes proper claims arlsing
under coverage provided by its policies, whethar such claims
are in favor of an insureds in favor of a third person with
respect to the liability of an insured to such third persons
or in favor of any other person entitled toc the benefits of
a policye

(2) The administrative penalty imposed for violations
of {this act] wmay not exceed $1+000 for each separate
violatiocne

{(3) If an linsurer can demonstrate that it has
consistently paid 90% of the total asount outstanding in
clalms within 20 working days and all of the amount within
30 working days of recelpt of claims during the 6-month
period immediately preceding the hearing dates+ the insurer
is not subject to the fine imposed under subsection (2)a

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 acte

-End-
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STATE OF MONTANA

REQuEsT No. 274783
FISCAL NOTE
Form BD-15
In compliance with a writtan request racsived _ Eebruary 17, ,19 _83_ there is hereby submitted a Fiscal Note
for House Bill 638 pursuant to Title §, Chapter 4, Part 2 of the Montans Code Annotated (MCA),

Background information used in developing this Fiscal Nota 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 $§ =0- $ -0-
Under Proposed Law 20,471 20,471
Increase § 20,471 $ 20,471
Operating Expenses
Under Current Law § =0- $ =-0-
Under Proposed Law 876 876
Increase $ 876 $ 876
Capital Outlay '
Under Current Law $ -0~ § -0~
Under Proposed Law 2,400 -0-
Increase $ 2,400 § =0-
Total Expenditures
to General Fund $23,747 $21,347
COMMENTS :

The additional requirements 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

Date: __2—* \ L- K'is




STATE OF MONTANA
REQUEST NO. _217-83

FISCAL NOTE
Form BD-15

In compliance with a written request received March 25 , 19 83 _ , there is hereby submitted a Fiscal Note

for _Honse Bill 638, Amended pursuantto 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 Legisiature 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,

ASSUMPTICNS:

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:

FY 84 FY 85
Personal Services
Under Current Law $ -0- 5 -0-
Under Proposed Law 20,471 20,471
Increase § 20,471 $ 20,471
Operating Expenses
Under Current Law § -0- $ -0-
Under Proposed Law 1,876 1,376
Increase $ 1,876 § 1,376
Capital Outlay
Under Current Law $§ -0- 5 -0-
Under Proposed Law - 2,400 -0-
Increase § 2,400 § -0-
Total Expenditures
to General Fund

$24,747 $21,847

FISCAL NOTE 14:EE/2 | )/V\J?;zg*JLAJ/6/

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 3~ 2—‘E>f—8?:3
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48th Legislature HB8 &38

1 STATEMENT OF INTENT

2 HOUSE BILL 638

3 House Business and Industry Committee
4

5 \ statement of intent is required for [House Bill 638)
6 becaus2 it gives rulemaking power to the commissioner of
T insurancee. In section Sy the commissioner is authorized to
8 establish rules to determine if a health or mnedical insurer
9 is me2ting his contractual abligation in a timely manners to
i provide for administrative penalties against insurers who
11 fail to fulfill those obligationss and to make the
12 detersinations necessary for insured persens whose benefit
13 payments are unnecessarily dalayed to be eligible to collect
14 interest on the late payments.

SECOND READING

L,g&:(l ™ ‘xD
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Approved by Committee
on Business and Industry

HOUSE BILL NOe. 638

INTRODUCED BY HANSENy MWALORON

A BILL FOR AN ACT ENTITLED: wAN ACT PROVIDING THAT THE
INSURANCE COMMISSIONER MAY IMPOSE AN ADMINISTRATIVE PENALTY
UPON AN INSURER FOR FAILING TO PREMPFEY pAY MEDRICAL. _0OR
HEALIY CLAIMS IN A TIMELY MANNER; PROVIDING THAT ANY-ENSURER
FAECENG ——F O~ PAY—A-ELATH-NETFHIN-20-WORKENG~DAY S —AFFER-RECEERF
BF~PREAF~AF ~LAS5~SHALL-NBFEF ¥~ FHE—ENSHRED-ANB—~ANY -~ ASSEENEE
N~ WREFENG~~BF ~FHE-REASBN~FOR-FAZEENG-FO-MAKE~SHEH-PA¥MENTY
PROVENFNG-FOR-FHE-PREEESSENG—ANO— ERFMENF~—GF~~CLATMS~~B¥-—AN
FNSURER-WE FHIN-Z0-HORKENG-DA¥S-ANB~NB-LANGER-FHAN-IO—HORKENG
PAYS— AFFER-REEEIPF-BF -REQUIRED-DDENMENTS-OR-ENFORMAFIGN IHE
COMMISSIONER MAY INQUIRE INTQ THE CAUSE QOF _CERIAIN_ _LATE
PAYMENIS: PROVIDING THAT INSURERS SHALL PAY THE INSURED
INTEREST ON CERTAIN CLAIMS THAT ARE NOT PAID IN A TIMELY
MANNER;  DEFINING "PROOF OF LOSS" AND “INSURER%g--ANB

ESFABEEI SHENG-FHE-USE-BF -~ A~UNIFORM-BEEEENG-FERM "

DE IY ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Saction 1. Definitlonss In [this act} the following
definitions apply:
{1} “Insurer® means any insurer as that term is
defined by this titley including any fraternal benefit

sncietyy hospital service nonprofit corporations HEALTH
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SERYICE LORPQRAIIOQNs nonprofit medical service corporations
nonprofit health care corporations bhealth maintenance
arganizations self-insurery or third-party administrater or
any other public or privatey profit or nonprofits
goverymental or naongovernmental Individuals Groups ar
organization that sells or offers for sale insurance
poticiasy sBubscriber contractse certificates, or aqreements
by which the offerer promises to pay medical benefits in any
form in this state.

(2) "Proof of loss™ means any document accepted by an
insurer upon which payment of benefits is madee.

Section~Zu=-froof-of--toss~—~forma~c=c--avaitabitiey——
typew--~toeh——insurer~-shelt-provide—to-Nontana-hospicats—an
ample-supply-sf-the-insurerts-standard-proof-~of-—tess—form
for-~hospicatization--and--shatiy-effective-danvary-—iv-31985y
adopt-and-impltement—the-nationat-umiform—bitring-form-or-+ts
replacemant—identified-as-the-tB-H2-foras-anthorized-—-by——tihe
federat--of fiee--of-managenent-and-budget-and-adopted—py-the
federal-peatrth-care-financing-adainistration-of--the-—tnites
Statea-deparement-of-hentth-end-hunan-servicess

Section~dv——Fime-—-for--payment--of-~e}aimdv——~fy-—A+}
beneftts-payablte-by-an-insurer-onder-a--poticyy——other--than
benefite—-for--toss——of--timey~=are-payabie-immediatety-upon
recerot—of-procf-ef-iossv-if-an-insurer-—does—-not--pay—-the

penefits——payabie——onder—--ita—~poticyy--ather--than-benefies

—-2- HB &386
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paysste-~for—-joss-ef-timey-upon—receipt-of-proaf-of-tosay—the
+navrer—hes-c-meximun-of-28-working-days—-aftep--reseipt——of
proof--of—-—toss-~to--noti+fy--the--insures-—-or-subseriber~and
atvrigneey-in-nritingr-stating-the-reasons-for-feiting-co-pay
the-claimy-erther-in-whote~or-in-paree-Fhe-notificatton-must
netude-a~nritren—itenrzation——of——any--dosuments——or--other
infornation--naeded——to-~process——the-—-claim-or-any-portiona
theresfe~~Whan-——ait~—of-~the-~i+sted-—docanents-——er---other
+nfornation—-needed-to—process-the-clain-have-peen~-receivedy
the-insurer-has-a-maximan-of—10-working-doys-teo-process-—-the
ctoim-and-etther-pay-it-or-deny—ity-in-whole-or—in-porte-Fhe
tnsurer-~nust-notify-the-insored-and-assignee~of-the-reasens
for-denying-any-claim-or-sny-portion-ef-a—cloine

t23—Subject-to-proof-of--tossy-~ati--scerued~—benefits
payeabdte——ander——-a--poticy--for-toss-of-time-aust-be-paid-not
tater-than-the-exprration-of-eaeh—38-day-pertod--daring--the
eontinvence-of-the-time—for—whien-the-insurer-is-tiabtevr-Any
betence--remoining--unpaid--at~~the-termination-of-sueh-time
mutt-be-patd-immediatety-upon-receipt-of-sueh-preofs

t3t~-For—faitare-co-ecomply——with--the--requirements-—of
this-sectiony-an—insarer-must—pey-interest-to-the-fnsured-or
subseriber-—at——the-~rate--of-18§-a-year-on-the-banefiee—due
under—the-terns—of—the=-peticys

IHERE_ XS A NEW _MCA SECTION THAT READS:

Section 2. Time for payment of claims. (i) If within

-3 HB 638
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30 days after vreceipt of a proof of Vosss the insurer has
not paid the clalm for benefits provided in the policy or
centract or notified the insured or the insured®s assignee
of tha reasons for failure to pay tha claim in full ang has
not raquested additional information or documentss the
insyred or the assignee may report the delay to the
commissionery who may then investigate to determine if the
insurer has failed to pay the claim within 20 days of its
receipt without good reason ands if 50s whethesr such delay
is a general course of business practice of the insurere.

(2) Upon the commissioner®s determination that the
delay is a general course of business practice and for a
year thereafter unless earlier rescinded by the
commissionery, all claims for benefits not pald by that
tnsurer within 30 working days after receipt by the insurer,
without good reason as determined by the commissioners shall
obligate the §nsurer to pay interest at 18% a year from the
date the commissioner determines +that the delay became
unreasonables

Section 3. Administrative penalty for failure to pay
promptly. (1) The commissioner mays after a hearingy impose
an administrative fine as set forth in subsection (2) on an
insurar if he finds that the insurer as a general course of
business practice In this state fails to:

(a) wuse due diligence in processing all claims;

—4- HB 638
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(b) pay claims in a timely manner;

{c}) provide proper notice when required with respect
to the reasons for the Insurer's failure to make claim
payments when due; or

(d) paysy without just causes proper claims arising
under coverage provided by its pocliciesy whether such claims
are in favor of an insureds in favor of a third person with
respect to the liability of an insured to such third persons
or in favor of any other person entitled to the benefits of
a policye

(2) The administrative penalty imposed for violations
of [this act] may not exceed $19000 for each separate
violatione

{3) If an insurer can demonstrate that it has
consistently paid 90% of the total amount outstanding in
claims within 20 working days and all of the amount within
30 working days of receipt of claims during the &-month
period immediately preceding the hearing dates the insurer
is not subject to the fine imposed under subsection (2).

LAEBE 1S A_NEW_MCA_SECEION' THAT READS:

Saction 4« Right of privacy guaranteede Nothing in
[this act] requires the commissioner to disclose information
in violation of the Insurance Information and Privacy
Proteztion Act.

[HERE_IS A NEW MCA SECTION THAL READS:

-5- HB 638
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Section S« Rulemaking authoritye The commissioner
shall make ruless under the Montana Administrative Procedure
Acty necessary to implement [this act]e

Section 6. <Lodification instruction. This act is
intended to be codified as an integral part of Title 33, and
the provisions of Title 33 apply to this acte

=End-

—5= HR &38
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STATEMENT OF INTENT
HOUSE BILL 638

Hotise Business and Industry Committee

L statemont of intent is rodulred for [House Bill 638)
becausz It gives rulemaking power to the commissioner of
insurances In section 59 the commissioner is authorized to
establish rules to determine if a health or medical insurer
is mesting his contractual obligation in a timely manners to
provlda for administrative penalties against iInsurers who
fail to fulfill those oblligationsy and +to make the
determinations necessary for Insured persons whose beanefit

paymants are unnecessarily delayad to be eligible to collect

interest on the late payments.

THIRD

READING
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HOUSE BILL NOe 638

INTRODUCED BY HANSENy 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 PREMPFEY PAY MEDICAL _OR
HEALIH CLAINS IN_A_TIMELY MANNER; PROVIDING THAT ANY-ENSURER
FAEEENG ——FO-PAY—A—ELATN-HETHIN-20-HORKENG-DAFS ~AFFER~RECEFPT
OF ~PREBF ~BF ~EB855—SHALE—NGFEF¥—FHE- NS URED-ANG— ~ANY—~ASSEENEE
N~ WREFENG =~ OF ~FHE~REAS @N-FBR~FAZE NG = F@-MAKE=SUEH- PAFMENTY
PROVEDENG~FOR-FHE~PROGESSING=AND- PAYMENT—-OF ~~CEATNS == BY¥~~AN
FNSURER~HEFMEN~20-WERKENG-DA¥S « ANB=NB~LGNGER- FHAN-30-NORRENG
BAYS-—AFFER-REGEFPF-OF -REQUEREB-DOCUHENTS-DR- ENFBRMATEEN ‘THE
COMMISSIONER_BAY INQUIRE _INIQ. . THE_ CAUSE_ _OF _CERTAIN _LATE
PAYMENIS; PROVIDING THAT INSURERS SHALL PAY THE INSURED
INTEREST ON CERIAIN CLAIMS THAT ARE NOT PAID IN A TIMELY
MANNER; DEFINING “PROOF OF LOSS™ AND “INSURER™#--ANB

ESFABEESHENG~FHE-USE~OF - A-UNIFORM-BILEENG-FERM. "

BE 1T ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANA:
Section l. Definitionse In [this act] the Ffollowing
definitions apply:
(1) "Insurer® means any Iinsurer as that term is
defined by this titley including any fraternal benefit

sncietys hospital service nonprofit corporations HEALIH
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aERYICE_CORPORATIQN: nonprofit maedical service corporations
nonprofit health care corporations health maintenance
organizations self-insurers or third-party administrator or
any other public or privates profit or nonprofite
govervmental or nongovernmental iIndividuals groups or
organization that .sells or offers for sale insurance
policiess subscriber contractss certificates: or agreements
by which the offerer promises to pay medical benefits in any
form in this state.

(2) "Proof of loss™ means any document accepted by an
insurer upon which bayﬁent of benefits is mades

Seetion—2z——Pronf-of—iors—Fformy———--avatiabiiity————
typer--~Each-—insurer--shoit-provide-to-Hontana-hosprtats-an
anple-sapply-of-the-insunrerts—standard-proof-—-of——jess-~form
for--hospitatization--and--shalty—affective-Jdanuary-iv—-1985y
adopt-and=impiement-the~nattonad-unifora-bilting-form-or-ies
replacement-irdentifind-as-—the-UB-A2-Form—authoriged--by-—the
federal--office-—of-managenent-and-hudgat-and-adopted-by—the
federar-heatth~care-finaneing-adainéstration-of~-the-~tnitead
States-deparement—of-health-and-humen—servicesy

Seetion-Ie—Féime——-for—-payment——of——elaimsv-——{tiy—add
benefita-payabie~-by-an-insurer-under-a--petieyy--ather-—-than
benafits——for--toss——of--timey--are—paysbie-itmmediatedy-upon
recerTst—of-proof-of-tossy-if-an—insgrer-—does——not--pay——the

benefiecs--payabte-~under--its--poticyy--other--~than~benefits

2o HE 638
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payaste-for-toss-ef—timey—upon-receipt-of-preof-of-tozsv—the
insurer-hes-c-moximum—of-28-working-days——afeer--reseipt--of
proof--ef-—toss-~to--netify——the--insureg-—or-subseriber-and
agsdgreey—in-writingy-stating-the-reasens-for-fatting-ro-pay
the-c¥ainy—eirther-in-mhote-or—in-parts-Fhe-aovtification-nust
inetude-a-written-itenization-~of~-any--docunents--er—-other
information——needed-—te——process--the--claim-or-any-portions
theraafe--When—-att-—af-~the—-tisted--doeunenta-——or---other
information~-needed-to~preeess-the-ctain-hove-been—receivedy
the—in surer-has-a-naximom-of-18-verking-days-te—-preeess-—the
etain- snd-either-pay-it-or—deny-itv-in—whole-or-in-parev-Fhe
nsurer——mstenotify-the-insured-ond-sssignee-of-the-reasons
fer-denying-any-etaim—or-any-pereton—of-o-clatme

£t23——5Subject~co-proof-of--tossvy~—alt-—acerupd-—henafits
payabie~—~under—-a~-potiey-~for-tosa-of-time-must-be-patd-not
trater-than-the-expirration-of-coeh~30-day-period--during-—-the
contéinunence—of~the«tine-for-which-the-insarer~is~-tiabtav-Any
batence——rematning-—onpatd--at——the-terainotion-of-such-time
suyt-be-paid-tenediately-upon-recetpt-of-sueh-prosfy

t37-=-For~faiture-te—compty—with-~the~-requirenanta--of
this—sectionv-an—insurer-must-pay-interest-to-the-insured-or
subscriber-~at-~the--rate--of-105-a-yesr-on-the-benefits-due
under-the-terms-of-the-poticys

THERE IS5 _A NEM_MCA_SECTIQN. IHAT _REAQS:

Section 2« Time for payment of claimsa (1) If within

-3 HB 638
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30 days after raceipt of a proof of losse 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 the reasons for fallure to pay the claim in full and has
not raquested additional information or documents: the
insured or the assignee may rep;rt the delay to the
commissionery, who may then investigate to determine if the
insurer has failed to pay the claim within 30 days of its
receidt without good reason andy If 50+ whether such delay
is a general course of husiness practice of the insurer.

{2) Upon the commissioner®s determination that the
delay is a general course of business practice and for a
year thereafter unless earlier rescinded by the
commissionery all claims for benefits not paid by that
ingsurer within 30 working days after receipt by the insurery
without good reason as determined by the commiasionery shall
obligate the insurer to pay interest at 18% a year from the
date the commissioner determines that the delay became
unreas onable.

Sectfon 3. Administrative penalty for failure to pay
promptlys (2) The commissioner mays after a hearings impose
an administrative fine as set forth in subsection (2) on an
insurar If he finds that the insurer as & general course of
business practice in this state fails to:

{a) wuse due diligence in processing all claims;

b HB 638
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{b} pay claims In a timely manmner;

(c} provide proper notice when required with respect
to the reasons for the Insurer®s fallure to make claim
payments when duei or

(d) pays without just causes proper claims arising
under coverage provided by its policiesy whether such claims
are in favor of an insuredy In favor of a third person with
respect to the liability of an insured to such third persone
or in favor of any other person entitled to the benefits of
a policye.

(2) The administrative penalty imposed for violations
of [this act] may not exceed $1,000 for each separate
violations

(3) If an insurer can demonstrate that it has
consistently paid 90X of the total amount outstanding in
claims within 20 working days and all of the amount within
30 working days of receipt of claims during the 6-month
period immediately preceding the hearing dates the insurer
is not subject to the fine imposed under subsection (2).

IHERE IS A MEW_MCA SECEION' THAT READS:

Saction 4« Right of privacy guaranteede Nothing in
[this act] requires the commissioner to disclose information
in violation of <the Insurance Information and Privacy
Protection Act.

IUERE.JS A NEW MCA SECTION THAT READS:

-5~ HB 638
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Section S« Rulemaking authoritye. The commiss loner
shall maka rules, under the Montana Administrative Procedure
Acty necessary to implement {this act)e

Section 6. 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 acte

~End=-
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STATEMENT DF INTENT
HOUSE BILL 638

House Business and Industry Committee

A statement of intent is required for {House Bill 638)
pecause §t gives rulemaking power to the commissioner of
insurances In section 5, the commissioner is authorized to
establish rules to determine if a health or medical insurer
is meeting his contractual obligation in a timely manner, to
provide for administrative penalties against iInsurers who
fait to fulfill +these obligationss and to make the
determinations necessary for insured persons whose benefit
payments are unnecessarily delayed to be eligible to collect

interest on the late payments.
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HOUSE BILL NO. 538

INTRODUCED BY HANSENs WALORON

A BILL FOR AN ACT ENTITLED: ®AN ACT PROVIDING THAT THE
INSURANCE COMMISSIONER MAY IMPOSE AN ADMINISTRATIVE PENALTY
UPON AN INSURER FOR FAILING TO PRGNPFE¥ pAY MEDICAL OB
HEALIH CLAEMS IN _A_TIMELY MANNER; PROVIDING THAT ANY-ENSOURER
FAFEENS——FO—PAY —A—CEATN-HEFHEN - 20 - HBRKENG-BA¥ S~ AFFER-RECES P
OF —PROBF-BF —£855—-SHALL ~-NGF IF¥—FHE-FNSYRED-ANB——ANY - ~ASSEGNEE
FN-~WR I FENG~~OF ~FHE~REASON-FOR-FAEEING—FO-MAKE-SUEH-PA¥YMENTS
PROVIDENG~FOR-FHE-PROCESSENG~AND-PAYMENT = -OF ——ELAENG——B¥-—AN
FNSURER—WEFHEN-2 8- WORKENG -DA ¥5— AND—NO-EBNGER -FHAN-I0—NORKING
BAY S~ AFFER-REGE AT - @F -REQUERED -DOCHMENT5-BR~ENFORMAFEON THE
LOMMISSIONER _MAY INQUIRE INTQ THE CAUSE__OFE_ _CERTAIN _LATE
PAYMENIS; PROVIDING THAT INSURERS SHALL #AY THE INSURED
INTEREST OM GERTAIN CLAINS THAT ARE NOT PAID IN A TIMELY
MANNER; DEFINING *PROOF OF 1LOSS® AND “INSURERY4--ANO

ESFABE FSHENG-FHE-HSE-BF ~A-UNIFORN-BILLENG-FORM. "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Szaction ls« Definitionse In {this act] the following
definitlons apply:
{1} wInsurer®™ means any insurer as that term s
defined by this titley including any fraternal bpenefit

societys hospital service nonprofit corporations REALIH
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SERYICE _CORPORATIONs nonprofit medical service corporationy
nonprofit health care corporations health maintenance
organizationy self-insurery or third-party administrator or
any other public or private, profit or nonprofity
goveramental or nongovernmental individuals groups or
organization that sells or offers for sale Insurance
policiess subscriber contractse certificatesy or agreements
by which the offerer promises to pay medical benefits in any
form in this state.

{2} "Proof of loss™ means any document accepted by an
insurer upon which payment of beneflits is made.

Seetton-2v~-Proof-of-—tess—forme—————avaiteabidirey——
typew---Each~~insurar--shati-provide-to-Montana-hospitals-an
ample-sopplty-of-the-insureris-astondard-proof--of—3jess~—form
for-—hospitatization——ond——shaliv-effective-January—iy-1985y
adopt-and-impiement-the-nationat-antfora-bitting-form—oar-ies
replocenent—identifiad-aa-the-48-82-form-authort2ed--by--the
federat--offite——of-monagemnent-and-budqes-and-adopted-by-the
federsi-heatth-care—-finencing—adninistration—aof--the--binttad
States-department-af-heatth-and-humen-servrcess

Seetion—Av-—Fime--~for--paysent--af-—cisiasw—r—{§--a+t
benefits-payebie~by-an-insurer-undet-a--potieyy~~other--than
benafits--for-—toss--of-~timesr--are-pgsyabte—immediatety-upon
receirt~af-proot-of-teasv-if-en-insurer-—does—-not--pay--the

benefits--payabte--under-—ttas-—-polteyy-——other——chan-penefits

-2- Hd 638
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poaystte-for—toas—of~timevr—upon-recetpt-of-proof-of-Iossv—the
tnsurer—hos-o-maxtnum-of-26-warking—deys~-after--recetpt-—of
proof-—af--}oss—-te-~notify--the-——insured——or-subseriber-and
assigneey-in-writingrv-stating-the-ressons-for-fett+ng-to-pay
the-ctatny~etther-in-whote-or-in-parte-Fhe-notificacion-must
inelude~a~-wr itten—iteniration-~af--any--documents--or--other
nformation-—needed-~to—-process-—the-—eloin-or-any-portions
thereofv-—Khen-—al}—~of-~the——}isted--documents--—or-~-other
nformation-—-needed-to-process-the—cltoim-have-been—reecetvedr
the-inanrer-has-s-mextsun-of-id-worktng-days-to~process-~the
e} aia-and-eieher~-pay—i+e—ovr-deny—ity-in-whele-er—+n-partv—Fhe
raurer——aust-notify—the-insured-and-assignes-of ~tha-reasons
for-denying-any-claim-or-sny-portion-ef-a-ctatnr

t2)~-Subject~ta-proof-of--tossy--ati-—acernad-—beneftts
payeb}e-—under--a——poticy——Ffer-toss-of-tine-mast-be-patd-not
Facer—than-the-expiration—of-eaeh-38~day-pertod——during-~the
continuance-of~-the—tine~for~whith-the-insurer-irs-ti+obler-Any
patance--rematning--—unpeid-~st-—the-ternination—of-sueh~tine
must-be-paid-tumediavedy-nspon-receipt-af-such-proofs

f33--Fer~fFaiture~to-ecomply-—with-—the--requirenents--of
this-sectiony-an—tnsurer-—nust-pay—interest—to-the-insured-or
subsecritbher—at—-the-—rate——of-184§-a~year—-on-the-benefits-due
gnder-the-terms-of—the-poticys

THEBE 15 A _NEM_MCA SECIION IHAT BEADS:

section 2« Time for payment of claims. (1} If within
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30 days after receipt of a proof of losss 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 tha reasons for failure to pay the claim in full and has
not requested additional information or documentss the
insured or the assignee may report the delay to the
commissionery, who may then investigate to determine if the
insurer has failed to pay the claim within 30 days of its
receiat without good reason andy If soy whether such delay
is a general course of business practice of the insurer.

{2) upon the commissioner*s determination that the
delay is a general course of business practice and for a
year thereafter unless earlier rescinded by the
commissionery all claims for benafits not paid by that
insurer within 30 working days after receipt by the insurer,y
without good reason as determined by the commissionery shall
obligate the Insurer to pay interest at i8% a year from the
date the commissioner determines that the delay became
unreasonabi e.

Section 3« Administrative penalty for failure to pay
promptlys (1) The commissioner mays after a hearing, impose
an adainistrativae fine as set forth in subsection (2) on an
insurer if he finds that the insurer as a general course of
business practice in this state fails to:

{a) wuse due diligence in processing all claims;

-4 HB 638



i

~N o

10
13}

i2

14
15
16
17
18
19
20
21
22
23
24

25

HB 0638,02

{b} pay claims In a timely manner;

{c) provide prober notice when required with respect
to the reasons for the insurer®s failure ta make claim
éaynents when due; or

{d) pays without just causey proper claims arising
under coverage provided by its policiess whether such claims
are in favor of an insureds in favor of a third person with
respect to the liability of an insured to such third persons
or in favor of any other person entitled to the benefits of
a policys

(2) The adwinistrative penalty imposed for violations
of fthis act] may not exceed $1,000 for each separate
violat ione

{3) 1If an insurer can demonstrate that it has
consistently paid 90% of the total amount outstanding in
claims within 20 working days and atl of the amount within
30 working days of receipt of claims during the s-month
period immediately preceding the hearing dates the insurer
is not subject to the fine imposed under subsection (2).

IHEBE 15 A_MEW _MWCA_SECTION THAT READS:

Section #. Right of privacy guaranteed. Nothing in
[this act) requires the commissioner to disclose information
in violation of the Insurance Information and Privacy
Protection Act.

LHERE_I15_A_NEW_MCA SECTION THAT REARS:

-5~ HB 638
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Saction S5« Rulemaking authoritya The commissioner
shall make rulesy under‘the Montana Adwinistrative Procedure
Acts necessary to implement [this act]e

Section 6. Codification instruction. This act s
intended to be codifled as an integral part of Title 33,y and
the provisions of Title 33 apply to this act.

—-End-
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