Florida Senate - 2002 CS for CS for SB 362
By the Cormittees on Health, Aging and Long-Term Care; Banking

%gajhnsurance; and Senators Saunders, Canpbell, Peaden and
317-1937-02
1 Abill to be entitled
2 An act relating to health insurance; anending
3 s. 408.7057, F.S.; redefining "nmanaged care
4 organi zation"; including preferred provider
5 organi zation and health insurers in the claim
6 di spute resolution program specifying
7 timefranes for submission of supporting
8 docunent ati on necessary for dispute resol ution
9 provi di ng consequences for failure to conply;
10 aut hori zi ng the agency to inpose fines and
11 sanctions as part of final orders; anending s.
12 627.613, F.S.; revising tine of paynent of
13 cl ai ns provisions; providing requirenents and
14 procedures for paynent or denial of clains;
15 providing criteria and linmtations; revising
16 rate of interest charged on overdue paynents;
17 providing for electronic transm ssion of
18 clains; providing a penalty; providing for
19 attorney's fees and costs; prohibiting
20 contractual nodification of provisions of |aw,
21 creating s. 627.6142, F.S.; defining the term
22 "authorization"; requiring health insurers to
23 provide lists of nedical care and health care
24 services that require authorization
25 prohi biting denial of certain clainms; providing
26 procedural requirenents for deternination and
27 i ssuance of authorizations of services;
28 anending s. 627.638, F.S.; providing for direct
29 payment for services in treatnent of a
30 psychol ogi cal di sorder or substance abuse;
31 anending s. 627.651, F.S.; confornmng a
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1 cross-reference; anending s. 627.662, F.S.

2 speci fying application of certain additiona

3 provisions to group, blanket, and franchise

4 heal th i nsurance; anending s. 641.185, F.S.

5 entitling health mai ntenance organi zation

6 subscri bers to pronpt paynent when appropriate;
7 anending s. 641.30, F.S.; conformng a

8 cross-reference; anending s. 641.3155, F.S.

9 revising definitions; elimnating provisions
10 that require the Departnment of |nsurance to

11 adopt rules consistent with federa

12 claimfiling standards; providing requirenents
13 and procedures for paynent of clainms; requiring
14 payment within specified periods; revising rate
15 of interest charged on overdue paynents;

16 requiring enployers to provide notice of

17 changes in eligibility status within a

18 specified tinme period; providing a penalty;

19 entitling health mai ntenance organi zation
20 subscri bers to pronpt paynent by the
21 organi zation for covered services by an
22 out - of -network provider; requiring payment
23 wi thin specified periods; providing paynment
24 procedures; providing penalties; anmending s.
25 641. 3156, F.S.; defining the term
26 "authorization"; requiring health maintenance
27 organi zations to provide lists of nedical care
28 and health care services that require
29 aut hori zation; prohibiting denial of certain
30 cl ai ns; providing procedural requirenents for
31 deterni nati on and i ssuance of authorizations of
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1 servi ces; anending ss. 626.9541, 641. 3903,

2 F.S.; providing that untruthfully notifying a

3 provider that a filed claimhas not been

4 received constitutes an unfair claimsettlenment

5 practice by insurers and health mai ntenance

6 organi zations; providing penalties; providing

7 an effective date.

8

9| Be It Enacted by the Legislature of the State of Florida:

10

11 Section 1. Paragraph (a) of subsection (1), paragraph
12| (c¢) of subsection (2), and subsection (4) of section 408. 7057,
13| Florida Statutes, are anended, and paragraphs (e) and (f) are
14 | added to subsection (2) of that section, to read:

15 408. 7057 Statew de provi der and nmanaged care

16 | organi zation claimdispute resol uti on program --

17 (1) As used in this section, the term

18 (a) "Managed care organi zation" neans a health

19 | mai nt enance organi zation or a prepaid health clinic certified
20 | under chapter 641, a prepaid health plan authorized under s.
21| 409.912, of an excl usive provider organization certified under
22| s. 627.6472, a preferred provider organization under s.

23| 627.6471, or a health insurer licensed pursuant to chapter

24 | 627.

25 (2)

26 (c) Contracts entered into or renewed on or after

27 | Cctober 1, 2000, may require exhaustion of an interna

28 | di spute-resolution process as a prerequisite to the subm ssion
29 | of a claimby a provider, 6+ health mai ntenance organi zation,
30| or health insurer to the resolution organi zati on when—the

31 | dispute-resotution—programbecores—effective.

3
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1 (e) The resolution organization shall require the

2 | managed care organi zation or provider submitting the claim

3| dispute to subnmit any supporting docunmentation to the

4 | resolution organization within 15 days after receipt by the

5 | managed care organi zation or provider of a request fromthe

6 | resol ution organi zati on for docunentation in support of the

7| claimdispute. Failure to submt the supporting docunentation
8| within such tinme period shall result in the disnissal of the
9| subnitted cl ai mdispute.

10 (f) The resolution organi zation shall require the

11 | respondent in the claimdispute to subnit all docunentation in
12 | support of its position within 15 days after receiving a

13 | request fromthe resolution organi zation for supporting

14 | docunentation. Failure to subnit the supporting docunentation
15| within such tine period shall result in a default against the
16 | nranaged care organi zation or provider. In the event of such a
17 | default, the resolution organi zation shall issue its witten
18 | reconmendation to the agency that a default be entered agai nst
19| the defaulting entity. The witten recomendati on shal
20 | include a reconmendation to the agency that the defaulting
21| entity shall pay the entity subnmitting the claimdispute the
22 | full amount of the clai mdispute, plus all accrued interest.
23 (4) Wthin 30 days after receipt of the recomendation
24 | of the resol ution organization, the agency shall adopt the
25| recommendation as a final order. The agency nmay issue a fina
26 | order inposing fines or sanctions, including those contained
27 1in s. 641.52. Al fines collected under this subsection shal
28 | be deposited into the Health Care Trust Fund.
29 Section 2. Section 627.613, Florida Statutes, is
30 | anended to read:
31 627.613 Tine of paynent of clains.--
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(1) The contract shall include the foll ow ng
provi si on:

"Time of Paynent of Clains: After receiving witten
proof of loss, the insurer will pay nonthly all benefits then

due for (type of benefit). Benefits for any other |oss covered
by this policy will be paid as soon as the insurer receives
proper witten proof."

(2) Health insurers shall reinburse all clains or any
portion of any claimfroman insured or an insured's
assi gnees, for paynent under a health insurance policy, within
35 45 days after receipt of the claimby the health insurer.
If a claimor a portion of a claimis contested by the health
insurer, the insured or the insured' s assignees shall be
notified, in witing, that the claimis contested or deni ed,
wi thin 35 45 days after receipt of the claimby the health
insurer. The notice that a claimis contested shall identify
the contested portion of the claimand the specific reasons
for contesting the claim and witten itenization of any

addi tional information or additional docunents needed to

process the claimor the contested portion of the claim A

health insurer may not nmmke nore than one request under this

subsection in connection with a claimunless the provider

fails to subnmit all of the requested information to process

the claimor if information subnmitted by the provider raises

new, additional issues not included in the original witten

item zation, in which case the health insurer nmay provide the

health care provider with one additional opportunity to subnmit

the additional information needed to process the claim |In no

case may the health insurer request duplicate information
5
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(3) A health insurer, upon receipt of the additiona
information requested fromthe insured or the insured's

assi gnees shall pay or deny the contested claimor portion of
the contested claim wthin 35 66 days.

(4) A health Amr insurer shall pay or deny any claimno
| ater than 120 days after receiving the claim Failure to do

SO0 creates an uncontestable obligation for the health insurer

to pay the claimto the provider
(5) Paynent of a claimis considered shatH—be—treated
as—beirng nade on the date the paynent was electronically

transferred or otherw se delivered adraft+—oer—other—valid

(6) Al overdue paynents shall bear sinple interest at
the rate of 12 16 percent per year. Interest on a | ate paynent

of a claimor uncontested portion of a claimbegins to accrue

on the 36th day after the claimhas been received. |nterest

due is payable with the paynent of the claim

(7) Upon written notification by an insured, an
i nsurer shall investigate any claimof inproper billing by a
physi cian, hospital, or other health care provider. The
insurer shall deternmine if the insured was properly billed for
only those procedures and services that the insured actually
received. |If the insurer deternines that the insured has been
i mproperly billed, the insurer shall notify the insured and
the provider of its findings and shall reduce the anpunt of
payment to the provider by the anount determned to be
improperly billed. |If a reduction is nmade due to such
notification by the insured, the insurer shall pay to the
i nsured 20 percent of the ampunt of the reduction up to $500.

6
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(8) A provider claimfor paynent shall be considered

received by the health insurer, if the claimhas been

el ectronically transnitted to the health insurer, when receipt

is verified electronically or, if the claimis mailed to the

address di sclosed by the health insurer, on the date indicated

on the return receipt. A provider nust wait 35 days foll ow ng

receipt of a claimbefore subnitting a duplicate claim

(9)(a) If, as a result of retroactive revi ew of

cover age deci sions or paynent |levels, a health insurer

determines that it has nade an overpaynent to a provider for

services rendered to an insured, the health i nsurer nust make

a claimfor such overpaynent. The health insurer may not

reduce paynent to that provider for other services unless the

provider agrees to the reduction or fails to respond to the

health insurer's claimas required in this subsection

(b) A provider shall pay a claimfor an overpaynent

made by a health insurer that the provider does not contest or

deny within 35 days after receipt of the claimthat is nailed

or electronically transferred to the provider

(c) A provider that denies or contests a health

insurer's claimfor overpaynent or any portion of a claim

shall notify the health insurer, in witing, within 35 days

after the provider receives the claimthat the claimfor

overpaynent is contested or denied. The notice that the claim

for overpaynent is contested or denied nust identify the

contested portion of the claimand the specific reason for

contesting or denying the claim and, if contested, nust

include a request for additional information. The provider

shall pay or deny the claimfor overpaynent within 35 days

after receipt of the information.

7

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN P

W W NNNNMNNNNMNNNNRRRRRRRPR B R
P O © 0 ~N O U0 BN WNIEREPRO O ®ONO®D O M WN R O

g{gr 8a Senate - 2002 CS for CS for SB 362

i
1937-02

(d) Paynent of a claimfor overpaynent is considered

nmade on the date paynent was electronically transferred or

otherwi se delivered to the health insurer or on the date that

the provider receives a paynment fromthe health insurer that

reduces or deducts the overpaynent. An overdue paynent of a

claimbears sinple interest at the rate of 12 percent per

year. Interest on an overdue paynent of a claimfor

over paynent or for any uncontested portion of a claimfor

over paynent begins to accrue on the 36th day after the claim

for overpaynent has been received.

(e) A provider shall pay or deny any claimfor

overpaynent no later than 120 days after receiving the claim

Failure to do so creates an uncontestable obligation for the

provider to pay the claimto the health insurer

(f) A health insurer's claimfor overpaynent shall be

consi dered received by a provider, if the clai mhas been

el ectronically transnitted to the provider, when receipt is

verified electronically, or, if the claimis nmailed to the

address di scl osed by the provider, on the date indicated on

the return receipt. A health insurer nust wait 35 days

following the provider's receipt of a claimfor overpaynent

before subnitting a duplicate claim

(10) Any retroactive reductions of paynents or denands

for refund of previous overpaynents that are due to

retroactive revi ew of coverage deci sions or paynent |evels

nmust be reconciled to specific clains. Any retroactive demands

by providers for paynent due to underpaynents or nonpaynents

for covered services nmust be reconciled to specific clains.

The | ook-back or audit-review period shall not exceed 2 years

after the date the claimwas paid by the health insurer

unless fraud in billing is involved.
8
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(11) A health insurer may not deny a cl ai m because of

the insured's ineligibility if the provider can docunent

receipt of the insured's eligibility confirmation by the

health insurer prior to the date or tine covered services were

provi ded. Any person who knowingly and willfully msinforns a

provider prior to receipt of services as to his or her

coverage eligibility commits insurance fraud, punishable as
provided in s. 817.50.
(12)(a) Wthout regard to any other renedy or relief

to which a person is entitled, or obligated to under contract,

anyone aggrieved by a violation of this section nmay bring an

action to obtain a declaratory judgnent that an act or

practice violates this section and to enjoin a person who has

violated, is violating, or is otherwise likely to violate this

secti on.
(b) In any action brought by a person who has suffered

a loss as aresult of a violation of this section, such person

nmay recover any anounts due the person under this section

i ncluding accrued interest, plus attorney's fees and court

costs as provided in paragraph (c).

(c) Inany civil litigation resulting froman act or

practice involving a violation of this section by a health

insurer in which the health insurer is found to have viol ated

this section, the provider, after judgnent in the trial court

and after exhausting all appeals, if any, shall receive his or

her attorney's fees and costs fromthe insurer; however, such

fees shall not exceed three tines the anount in controversy or

$5, 000, whichever is greater. In any such civil litigation, if

the insurer is found not to have violated this section, the

insurer, after judgnent in the trial court and exhaustion of

all appeals, if any, may receive its reasonable attorney's
9
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1| fees and costs fromthe provider on any clai mor defense that
2| the court finds the provider knew or should have known was not
3| supported by the nmaterial facts necessary to establish the

4| claimor defense or would not be supported by the application
5] of then-existing law as to those material facts.

6 (d) The attorney for the prevailing party shall subnit
7] aswrn affidavit of his or her tine spent on the case and his
8| or her costs incurred for all the notions, hearings, and

9| appeals to the trial judge who presided over the civil case.
10 (e) Any award of attorney's fees or costs shall becone
11 ) a part of the judgnent and subject to execution as the |aw

12 | al | ows.

13 (13) The provisions of this section nmay not be waived,
14 | voided, or nullified by contracts.

15 Section 3. Section 627.6142, Florida Statutes, is

16 | created to read:

17 627.6142 Treatnent authorization; paynent of clains.--
18 (1) For purposes of this section, "authorization"

19 | includes any requirenent of a provider to notify an insurer in
20 | advance of providing a covered service, regardl ess of whether
21| the actual terninology used by the insurer includes, but is
22| not limted to, preauthorization, precertification

23 | notification, or any other sinilar term nol ogy.

24 (2) A health insurer that requires authorization for

25| nedical care or health care services shall provide to each

26 | provider with whomthe health insurer has contracted pursuant
27 | to s. 627.6471 or s. 627.6472 a list of the nedical care and
28 | health care services that require authorization and the

29 | aut hori zati on procedures used by the health insurer at the

30| tinme a contract becones effective. A health insurer that

31| requires authorization for nedical care or health care

10
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1| services shall provide to all other providers, not |ater than
2] 10 working days after a request is made, a list of the nedica
3| care and health care services that require authorization and
4 | the authorization procedures established by the insurer. The
5| nedical care or health care services that require

6 | authorization and the authorizati on procedures used by the

7| insurer shall not be nodified unless witten notice is

8 | provided at | east 30 days in advance of any changes to al

9| affected insureds as well as to all contracted providers and
10 ) all other providers that had previously requested in witing a
11| list of nedical care or health care services that require

12 | aut hori zation. An insurer that nakes such |list and procedures
13 | accessible to providers and insureds electronically is in

14 | conpliance with this section so long as notice is provided at
15| l east 30 days in advance of any changes in such list or

16 | procedures to all insureds, contracted providers, and

17 | noncontracted providers who had previously requested a |list of
18 | nedical care or health care services that require

19 | aut hori zati on.
20 (3) Any claimfor a covered service that does not
21 | require authorization that is ordered by a contracted
22 | physician and entered on the nedical record may not be deni ed.
23| If the health insurer deternines that an overpaynent has been
24 | made, then a claimfor overpaynent should be subnitted to the
25 | provi der pursuant to s. 627.613.
26 (4)(a) Any claimfor treatnent may not be denied if a
27 | provider follows the health insurer's published authorization
28 | procedures and receives authorization, unless the provider
29 | subnmits information to the health insurer with the willfu
30| intention to nisinformthe health insurer
31

11
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(b) Upon receipt of a request froma provider for
aut hori zation, the health insurer shall issue a witten

determ nation indicating whether the service or services are

authorized. If the request for an authorization is for an

i npati ent adnission, the determination shall be transmitted to

the provider nmaking the request in witing no later than 24

hours after the request is nade by the provider. If the health

i nsurer denies the request for authorization, the health

insurer shall notify the insured at the sane tine the insurer

notifies the provider requesting the authorization. A health

insurer that fails to respond to a request for an

aut hori zati on pursuant to this paragraph within 24 hours is

consi dered to have authorized the inpatient admi ssion and

payrment shall not be deni ed.

(5) |If the proposed nedical care or health care

service or services involve an inpatient adnission and the

health insurer requires an authorization as a condition of

payrment, the health insurer shall review and issue a witten

or electronic authorization for the total estimated | ength of

stay for the adm ssion, based on the reconmendation of the

patient's physician. If the proposed nedical care or health

care service or services are to be provided to an i nsured who

is an inpatient in a health care facility and authorization is

required, the health insurer shall issue a witten

determ nation indicating whether the proposed services are

aut hori zed or denied no |later than 4 hours after the request

is made by the provider. A health insurer who fails to respond

to such request within 4 hours is considered to have

aut hori zed the requested nedical care or health care service

and paynent shall not be deni ed.

12
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(6) Authorization may not be required for energency

services and care or energency nedical services as provided
pursuant to ss. 395.002, 395.1041, 401.45, and 401.252. Such
energency services and care shall extend through any inpatient

admi ssion required in order to provide for stabilization of an

energency nedical condition pursuant to state and federal |aw.

(7) The provisions of this section may not be wai ved,

voided, or nullified by contract.
Section 4. Subsection (3) is added to section 627. 638,
Fl orida Statutes, to read

627.638 Direct paynent for hospital, nedica
services. - -
(3) Under any health insurance policy insuring against

| oss or expense due to hospital confinenent or to nedical and

rel ated services, paynent of benefits shall be made directly

to any recogni zed hospital, doctor, or other person who

provi ded services for the treatnent of a psychol ogi ca

di sorder or treatnment for substance abuse, including drug and

al cohol abuse, when the treatnent is in accordance with the

provisions of the policy and the insured specifically

aut hori zes direct paynent of benefits. Paynents shall be made

under this section, notw thstanding any contrary provisions in

the health i nsurance contract. This subsection applies to al

heal th i nsurance policies now or hereafter in force as of the

effective date of this act.
Section 5. Subsection (4) of section 627.651, Florida
Statutes, is anended to read:

627.651 G oup contracts and plans of self-insurance
must neet group requirenents. --
(4) This section does not apply to any plan which is
establ i shed or maintai ned by an individual enployer in
13
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accordance with the Enployee Retirenent |ncome Security Act of
1974, Pub. L. No. 93-406, or to a nmultiple-enployer welfare
arrangenent as defined in s. 624.437(1), except that a
mul ti pl e-enpl oyer wel fare arrangenent shall conmply with ss.
627. 419, 627.657, 627.6575, 627.6578, 627.6579, 627.6612,
627.66121, 627.66122, 627.6615, 627.6616, and 627.662(8) {6).
Thi s subsection does not allow an authorized insurer to issue
a group health insurance policy or certificate which does not
conply with this part.

Section 6. Section 627.662, Florida Statutes, is
amended to read:

627.662 O her provisions applicable.--The follow ng
provi sions apply to group health insurance, blanket health
i nsurance, and franchi se health i nsurance:

(1) Section 627.569, relating to use of dividends,
refunds, rate reductions, conm ssions, and service fees.

(2) Section 627.602(1)(f) and (2), relating to
identification nunbers and statenent of deductible provisions.

(3) Section 627.635, relating to excess insurance.

(4) Section 627.638, relating to direct paynent for
hospital or nedical services.

(5) Section 627.640, relating to filing and
classification of rates.

(6) Section 627.6142, relating to treatnent
aut hori zati ons.

(7)t6) Section 627.645(1), relating to denial of

cl ai ms.

8) 7 Section 627.613, relating to tinme of paynment of

cl ai ms.
(9) {8 Section 627.6471, relating to preferred

provi der organi zati ons.
14

CODING:Words st+ieken are deletions; words underlined are additions.




g{gr 8a Senate - 2002 CS for CS for SB 362

i
1937-02

1 (10) {9y Section 627.6472, relating to exclusive

2 | provider organizations.

3 (11) £36) Section 627.6473, relating to conbi ned

4 | preferred provider and excl usive provider policies.

5 (12) (1) Section 627.6474, relating to provider

6 | contracts.

7 Section 7. Paragraph (e) of subsection (1) of section
8| 641.185, Florida Statutes, is anended to read:

9 641. 185 Heal th nmi ntenance organi zati on subscri ber

10 | protections. --

11 (1) Wth respect to the provisions of this part and
12 | part |11, the principles expressed in the follow ng statenents
13 | shall serve as standards to be followed by the Departnent of
14 | I nsurance and the Agency for Health Care Administration in
15| exercising their powers and duties, in exercising

16 | adninistrative discretion, in adninistrative interpretations
17| of the law, in enforcing its provisions, and in adopting

18 | rul es:

19 (e) A health nmaintenance organi zation subscri ber

20 | shoul d receive tinely, concise information regarding the

21 | health mai ntenance organi zation's rei nbursenent to providers
22 | and services pursuant to ss. 641.31 and 641.31015 and is

23| entitled to pronpt paynent fromthe organi zati on when

24 | appropriate pursuant to s. 641. 3155.

25 Section 8. Subsection (1) of section 641.30, Florida
26 | Statutes, is anended to read:

27 641.30 Construction and relationship to other |aws.--
28 (1) Every health maintenance organi zation shall accept
29 | t he standard—heattt claimform prescribed pursuant to s.

30 | 641. 3155 627-647.

31
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Section 9. Section 641.3155, Florida Statutes, is
amended to read:

641. 3155 Paynment of clains.--

(1) ta)r As used in this section, the term"etean clainf
for a noninstitutional provider neans a paper or electronic
billing instrunent that consists of the HCFA 1500 data set
that has all nandatory entries for a physician |icensed under

chapter 458, chapter 459, chapter 460, chapter 461, or chapter

490 or other appropriate formfor any other noninstitutiona

provider, or its successor. For institutional providers,

"claim neans a paper or electronic billing instrunent that

consists of the UB-92 data set or its successor that has al
nmandat ory entri es. eta-msubmtted—on—aHEFA1500Fformwhich

16
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(2)(a) A health nmmintenance organi zation shall pay any

eteanr claimor any portion of a etean claimnade by a contract
provider for services or goods provided under a contract with
t he heal th nmai ntenance organi zation or a etean claimnade by a
noncont ract provider which the organizati on does not contest
or deny within 35 days after receipt of the claimby the
heal t h mai nt enance organi zation which is subnitted matetd—or
eteetronicatHy—t+ransferred by the provider, either

el ectronically or using hand delivery, the United States mail,

or a reputable overnight delivery service.

(b) A health nmaintenance organi zation that denies or
contests a provider's claimor any portion of a claimshal
notify the provider, in witing, within 35 days after the
heal t h mai nt enance organi zation receives the claimthat the
claimis contested or denied. The notice that the claimis
deni ed or contested nust identify the contested portion of the
claimand the specific reason for contesting or denying the
claim and, if contested, nust give the provider a witten

item zation of any inetude—a—reguest—for additiona

information or additional documents needed to process the

claimor any portion of the claimthat is not being paid. If

the provider subnmits additional information, the provider
17
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must, within 35 days after receipt of the request, mail or

el ectronically transfer the information to the health

nmai nt enance organi zati on. The heal th nai nt enance organi zation

shall pay or deny the claimor portion of the claimwithin 35
45 days after receipt of the information. A health nmintenance

organi zati on may not nmake nore than one request under this

paragraph in connection with a claim unl ess the provider

fails to subnmit all of the requested information to process

the claimor if information subnmitted by the provider raises

new, additional issues not included in the original witten

item zation, in which case the health nmi ntenance organi zation

may provide the health care provider with one additional

opportunity to subnit the additional information needed to

process the claim In no case may the health insurer request

duplicate information

(c) A health maintenance organi zation shall not deny

or withhold paynment on a cl ai m because the insured has not

paid a required deductible or copaynent.

(3) Paynent of a claimis considered nmade on the date
t he paynent was received or electronically transferred or
ot herwi se delivered. An overdue paynent of a claimbears
sinmple interest at the rate of 12 16 percent per year
I nterest on an overdue paynent for a clean claimor for any
uncontested portion of a clean claimbegins to accrue on the
36th day after the claimhas been received. The interest is
payable with the paynent of the claim

(4) A health nmaintenance organi zation shall pay or
deny any claimno later than 120 days after receiving the
claim Failure to do so creates an uncontestable obligation
for the health maintenance organi zation to pay the claimto
t he provider.

18
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(5)(a) If, as a result of retroactive review of
coverage deci sions or paynent |evels, a health naintenance
organi zation deternines that it has made an overpaynent to a
provider for services rendered to a subscriber, the

organi zation nmust nake a claimfor such overpaynent. The
organi zation may not reduce paynent to that provider for other
services unless the provider agrees to the reduction in
witing after receipt of the claimfor overpaynent fromthe

heal t h mai nt enance organi zation or fails to respond to the

organi zation's claimas required in this subsection

(b) A provider shall pay a claimfor an overpaynent
made by a heal th nmai nt enance organi zati on whi ch the provider
does not contest or deny within 35 days after receipt of the
claimthat is nmailed or electronically transferred to the
provi der.

(c) A provider that denies or contests an
organi zation's claimfor overpaynent or any portion of a claim
shall notify the organization, in witing, within 35 days
after the provider receives the claimthat the claimfor
overpaynent is contested or denied. The notice that the claim
for overpaynent is denied or contested nust identify the
contested portion of the claimand the specific reason for
contesting or denying the claim and, if contested, nust
include a request for additional information. |If the
organi zation subnits additional information, the organization
must, within 35 days after receipt of the request, mail or
el ectronically transfer the information to the provider. The
provider shall pay or deny the claimfor overpaynent within 45
days after receipt of the information

(d) Paynent of a claimfor overpaynent is considered
made on the date paynent was received or electronically

19
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transferred or otherwi se delivered to the organization, or the
date that the provider receives a paynent fromthe

organi zation that reduces or deducts the overpaynent. An
overdue paynent of a claimbears sinple interest at the rate
of 12 16 percent a year. Interest on an overdue paynent of a
claimfor overpaynment or for any uncontested portion of a
claimfor overpaynent begins to accrue on the 36th day after
the claimfor overpaynent has been received.

(e) A provider shall pay or deny any claimfor
overpaynent no later than 120 days after receiving the claim
Failure to do so creates an uncontestable obligation for the
provider to pay the claimto the organization

(6) Any retroactive reductions of paynents or demands
for refund of previous overpaynents which are due to
retroactive revi ew of - coverage deci sions or paynent |evels
nmust be reconciled to specific clains unless the parties agree
to other reconciliation nethods and terns. Any retroactive
demands by providers for paynent due to underpaynents or
nonpaynents for covered services nust be reconciled to
specific clains unless the parties agree to other
reconciliation nmethods and terms. The | ook-back or

audit-review period shall not exceed 2 years after the date

the claimwas paid by the health mai nt enance organi zati on

unless fraud in billing is invol ved. The—t+ook—back—periot—rmay
be—speci-Hed—by—theterns—ofthecontraect—

(7)(a) A provider claimfor paynment shall be

consi dered received by the health mai ntenance organization, if

the claimhas been electronically transnmitted to the health

nmai nt enance organi zati on, when receipt is verified

el ectronically or, if the claimis mailed to the address

di scl osed by the organi zation, on the date indicated on the
20
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return receipt, or on the date the delivery receipt is signed

by the heal th mai ntenance organi zation if the claimis hand

delivered. A provider nust wait 45 days follow ng receipt of a
clai mbefore subnitting a duplicate claim

(b) A health maintenance organi zation claimfor
over paynent shall be considered received by a provider, if the
cl ai m has been electronically transmtted to the provider
when receipt is verified electronically or, if the claimis
mai l ed to the address disclosed by the provider, on the date
indicated on the return receipt. An organi zation nust wait 45
days following the provider's receipt of a claimfor
over paynent before subnitting a duplicate claim

(c) This section does not preclude the health
nmai nt enance organi zati on and provider from agreeing to other
net hods of subm ssi on transm-sstoen and recei pt of clains.

(8) A provider, or the provider's designee, who bills
el ectronically is entitled to el ectronic acknow edgnent of the
receipt of a claimwthin 72 hours.

(9) A health maintenance organization may not

retroactively deny a clai mbecause of subscriber ineligibility
if the provider can docunment recei pt of subscriber eligibility

confirmation by the organization prior to the date or tine

covered services were provided. Every heal th nai ntenance

organi zation contract with an enpl oyer shall include a

provision that requires the enployer to notify the health

nmai nt enance organi zati on of changes in eligibility status
within 30 days nmere—than—1—year—after—thedate—-ofpayrent—of
the—etean—ctatm Any person who knowingly nisinforns a
provider prior to the receipt of services as to his or her

coverage eligibility commits insurance fraud puni shabl e as
provided in s. 817.50.

21
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(10) A health nmintenance organi zation shall pay a
contracted prinmary care or admitting physician, pursuant to
such physician's contract, for providing inpatient services in
a contracted hospital to a subscriber, if such services are
determ ned by the organization to be nedically necessary and
covered services under the organization's contract with the
contract hol der.
(11)(a) Wthout regard to any other renedy or relief

to which a person is entitled, or obligated to under contract,

anyone aggrieved by a violation of this section nmay bring an

action to obtain a declaratory judgnent that an act or

practice violates this section and to enjoin a person who has

violated, is violating, or is otherwise likely to violate this

secti on.
(b) In any action brought by a person who has suffered

a loss as aresult of a violation of this section, such person

nmay recover any anounts due the person under this section

i ncluding accrued interest, plus attorney's fees and court

costs as provided in paragraph (c).

(c) Inany civil litigation resulting froman act or

practice involving a violation of this section by a health

nmai nt enance organi zation in which the organization is found to

have violated this section, the provider, after judgnent in

the trial court and after exhausting all appeals, if any,

shall receive his or her attorney's fees and costs fromthe

organi zati on; however, such fees shall not exceed three tines

the anobunt in controversy or $5,000, whichever is greater. In

any such civil litigation, if the organization is found not to

have violated this section, the organi zation, after judgnent

in the trial court and exhaustion of all appeals, if any, nay

receive its reasonable attorney's fees and costs fromthe
22
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provider on any claimor defense that the court finds the

provi der knew or shoul d have known was not supported by the

mat erial facts necessary to establish the claimor defense or

woul d not be supported by the application of then-existing | aw

as to those material facts.

(d) The attorney for the prevailing party shall subnit

a sworn affidavit of his or her tinme spent on the case and his

or her costs incurred for all the notions, hearings, and

appeals to the trial judge who presided over the civil case.

(e) Any award of attorney's fees or costs shall becone

a part of the judgnent and subject to execution as the | aw

al | ows.
(12) A health nmi ntenance organi zati on subscriber is

entitled to pronpt paynent fromthe organi zati on whenever a

subscri ber pays an out-of -network provider for a covered

service and then subnits a claimto the organi zation. The

organi zation shall pay the claimwithin 35 days after receipt

or the organi zation shall advise the subscriber of what

additional information is required to adjudicate the claim

After receipt of the additional information, the organi zation

shall pay the claimwithin 10 days. |f the organization fails

to pay clains submtted by subscribers within the tinme periods

specified in this subsection, the organi zation shall pay the

subscri ber interest on the unpaid claimat the rate of 12

percent per year. Failure to pay clains and interest, if

applicable, within the tine periods specified in this

subsection is a violation of the insurance code and each

occurrence shall be considered a separate violation

(13) The provisions of this section nmay not be waived,

voided, or nullified by contract.

23
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1 Section 10. Section 641.3156, Florida Statutes, is

2 | anended to read:

3 641. 3156 Treatnent authorization; paynent of clains.--
4 (1) For purposes of this section, "authorization"

5] includes any requirenent of a provider to notify a health

6 | mai nt enance organi zation i n advance of providing a covered

7 | service, regardl ess of whether the actual term nology used by
8 | the organi zation includes, but is not limted to,

9| preauthori zation, precertification, notification, or any other
10| sinilar termn nol ogy.

11 (2) A health maintenance organi zation that requires

12 | authorization for nedical care and health care services shal
13 | provide to each contracted provider at the tine a contract is
14 | signed a list of the nedical care and health care services

15| that require authorization and the authorization procedures

16 | used by the organi zation. A health nai ntenance organi zation

17 | that requires authorization for nedical care and health care
18 | services shall provide to each noncontracted provider, not

19 | later than 10 working days after a request is nade, a |ist of
20| the nedical care and health care services that require
21 | authori zati on and the authorization procedures used by the
22 | organi zation. The |list of nedical care or health care services
23| that require authorization and the authorization procedures
24 | used by the organization shall not be nodified unless witten
25| notice is provided at | east 30 days in advance of any changes
26 | to all subscribers, contracted providers, and noncontracted
27 | providers who had previously requested a |ist of nedical care
28 | or health care services that require authorization. An
29 | organi zati on that nmakes such |list and procedures accessible to
30 | providers and subscribers electronically is in conpliance with
31| this section so long as notice is provided at |least 30 days in

24
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advance of any changes in such list or procedures to al

subscri bers, contracted providers, and noncontracted providers

who had previously requested a list of nmedical care or health

care services that require authorization

(3) Any claimfor a covered service that does not

require an authorization that is ordered by a contracted

physi cian nay not be denied. If an organi zati on determ nes

that an over paynent has been made, then a claimfor

over paynent should be subnmitted pursuant to s. 641. 3155 A

(4)(a){2yr Aclaimfor treatnent may not be denied if a

provider follows the health mai ntenance organi zation's
aut hori zati on procedures and receives authorization for a
covered service for an eligible subscriber, unless the
provider provided information to the health mai ntenance
organi zation with the willful intention to nisinformthe
heal t h mai nt enance organi zati on

(b) On receipt of a request froma provider for

aut hori zati on pursuant to this section, the health nai ntenance

organi zation shall issue a witten determ nation indicating

whet her the service or services are authorized. If the request

for an authorization is for an inpatient adni ssion, the
25
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1| deternination nust be transnmitted to the provider nmaking the
2| request in witing no later than 24 hours after the request is
3| made by the provider. |f the organi zati on deni es the request

4| for an authorization, the health nai ntenance organi zati on nust
5] notify the subscriber at the sane tine when notifying the

6 | provider requesting the authorization. A health nai ntenance

7 | organi zation that fails to respond to a request for an

8 | authorization froma provider pursuant to this paragraph is

9| considered to have authorized the inpatient adm ssion within
10| 24 hours and paynent nmay not be deni ed.

11 (5) |If the proposed nedical care or health care

12 | service or services involve an inpatient adm ssion and the

13 | health mai ntenance organi zation requires authorization as a
14 | condition of paynent, the health nai ntenance organi zation

15| shall issue a witten or electronic authorization for the

16 | total estimated length of stay for the adm ssion. |f the

17 | proposed nedical care or health care service or services are
18| to be provided to a patient who is an inpatient in a health
19 | care facility at the tine the services are proposed and the
20 | nedical care or health care service requires an authori zation
21| the health mai ntenance organi zation shall issue a
22 | determ nation indicating whether the proposed services are
23 | authorized no later than 4 hours after the request by the
24 | health care provider. A health nmmi ntenance organi zation that
25| fails to respond to such request within 4 hours is considered
26 | to have authorized the requested nedical care or health care
27 | service and paynent nmay not be deni ed.
28 (6) 3y Enmergency services are subject to the
29 | provisions of s. 641.513 and are not subject to the provisions
30| of this section. Such energency services and care shall extend
31| through any inpatient admission required in order to provide

26
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1| for stabilization of an energency nedi cal condition pursuant
2|to state and federal |aw

3 (7) The provisions of this section may not be wai ved,
4| voided, or nullified by contract.

5 Section 11. Paragraph (i) of subsection (1) of section
6| 626.9541, Florida Statutes, is anended to read:

7 626. 9541 Unfair nethods of conpetition and unfair or
8 | deceptive acts or practices defined.--

9 (1) UNFAIR METHODS OF COVPETI TI ON AND UNFAI R OR

10 | DECEPTI VE ACTS. --The followi ng are defined as unfair nethods
11| of conpetition and unfair or deceptive acts or practices:

12 (i) Unfair claimsettlenent practices.--

13 1. Attenpting to settle clains on the basis of an

14 | application, when serving as a binder or intended to becone a
15| part of the policy, or any other material docunent which was
16 | altered without notice to, or knowl edge or consent of, the

17 | i nsured;

18 2. A material msrepresentation nmade to an insured or
19 | any other person having an interest in the proceeds payabl e
20 | under such contract or policy, for the purpose and with the
21| intent of effecting settlenent of such clains, |oss, or danage
22 | under such contract or policy on |l ess favorable terns than
23 | those provided in, and contenpl ated by, such contract or
24 | policy; or
25 3. Committing or performng with such frequency as to
26 | indicate a general business practice any of the foll ow ng:
27 a. Failing to adopt and inplenent standards for the
28 | proper investigation of clains;
29 b. Msrepresenting pertinent facts or insurance policy
30| provisions relating to coverages at issue;
31
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1 c. Failing to acknow edge and act pronptly upon

2 | communi cations with respect to clai ns;

3 d. Denying clains wthout conducting reasonable

4 | investigations based upon available information

5 e. Failing to affirmor deny full or partial coverage
6| of clains, and, as to partial coverage, the dollar anount or
7 | extent of coverage, or failing to provide a witten statenent
8| that the claimis being investigated, upon the witten request
9] of the insured within 30 days after proof-of-1loss statenents
10 | have been conpl et ed;

11 f. Failing to pronptly provide a reasonabl e

12 | explanation in witing to the insured of the basis in the

13 | insurance policy, in relation to the facts or applicable |aw,
14 | for denial of a claimor for the offer of a conpronise

15 | settl enent;

16 g. Failing to pronptly notify the insured of any

17 | additional information necessary for the processing of a

18 | claim or

19 h. Failing to clearly explain the nature of the

20 | requested information and the reasons why such information is
21 | necessary; or=—

22 (i) Notifying providers that clains filed under s.

23| 627. 613 have not been received when, in fact, the clains have
24 | been received.

25 Section 12. Subsection (5) of section 641.3903

26| Florida Statutes, is anended to read:

27 641.3903 Unfair nethods of conpetition and unfair or
28 | deceptive acts or practices defined.--The followi ng are

29 | defined as unfair nethods of conpetition and unfair or

30 | deceptive acts or practices:

31 (5) UNFAIR CLAI M SETTLEMENT PRACTI CES. - -

28
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1 (a) Attenpting to settle clains on the basis of an

2| application or any other material docunent which was altered
3| without notice to, or know edge or consent of, the subscriber
4| or group of subscribers to a health nmi ntenance organi zation
5 (b) Making a material msrepresentation to the

6 | subscriber for the purpose and with the intent of effecting
7| settlenent of clainms, |oss, or damage under a health

8 | mai ntenance contract on | ess favorable ternms than those

9| provided in, and contenpl ated by, the contract; or

10 (c) Committing or performng with such frequency as to
11| indicate a general business practice any of the follow ng:

12 1. Failing to adopt and inplenment standards for the
13 | proper investigation of clains;

14 2. Msrepresenting pertinent facts or contract

15| provisions relating to coverage at issue;

16 3. Failing to acknowl edge and act pronptly upon

17 | conmruni cations with respect to clai ns;

18 4. Denying of clains wthout conducting reasonabl e
19 | investigations based upon available information
20 5. Failing to affirmor deny coverage of clains upon
21 | witten request of the subscriber within a reasonable tine not
22| to exceed 30 days after a claimor proof-of-loss statenents
23 | have been conpl eted and docunents pertinent to the clai mhave
24 | been requested in a tinely manner and received by the health
25 | mai nt enance organi zation
26 6. Failing to pronptly provide a reasonable
27 | explanation in witing to the subscriber of the basis in the
28 | health mai ntenance contract in relation to the facts or
29 | applicable law for denial of a claimor for the offer of a
30 | conprom se settlenent;
31
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7. Failing to provide, upon witten request of a
subscri ber, item zed statenents verifying that services and
suppl i es were furnished, where such statenent is necessary for
t he subni ssion of other insurance clains covered by individua
specified disease or linmted benefit policies, provided that
t he organi zation may receive fromthe subscriber a reasonabl e
adm ni strative charge for the cost of preparing such
st at enent ;

8. Failing to provide any subscriber with services,
care, or treatnent contracted for pursuant to any health
nmai nt enance contract w thout a reasonable basis to believe
that a legitinmte defense exists for not providing such
services, care, or treatnent. To the extent that a nati ona
di saster, war, riot, civil insurrection, epidemc, or any
ot her energency or simlar event not within the control of the
heal t h mai ntenance organi zation results in the inability of
the facilities, personnel, or financial resources of the
heal t h mai ntenance organi zation to provide or arrange for
provision of a health service in accordance with requirenents
of this part, the health nmaintenance organization is required
only to make a good faith effort to provide or arrange for
provi sion of the service, taking into account the inpact of
the event. For the purposes of this paragraph, an event is
not within the control of the health naintenance organi zation
if the health maintenance organi zati on cannot exercise
i nfl uence or domi nion over its occurrence; or

9. Systematic downcoding with the intent to deny
rei mbursenent ot herw se due; or-—

10. Notifying providers that clains filed under s.

641. 3155 have not been received when, in fact, the clains have

been recei ved.

30
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1 Section 13. This act shall take effect COctober 1,
2 | 2002.
3
4 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
5 CS/ SB 362
6
7] The Conmittee Substitute for CS/SB 362 differs from CS/ SB 362
8 in the foll owi ng ways.
It sets a nmaximum anount for attorney's fees and court costs
9| that a provider nmay receive froma health insurer or health
mai nt enance organi zation_that violates the pronpt pax ]
10 rovisions of the bill. The maxi num ampunt wll be three tines
11 he anount in controversy or $5,000 which ever is greater
If a health insurer_or health naintenance organization is
12 | found not to have violated the Pronpt pay provisions of the
law, it nay receive attorney's fees and costs fromany claim
13 | or defense’that the court finds the provider should have known
14 was not supported by the nmaterial facts.
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

31
CODING:WOrds st+ieken are deletions; words underlined are additions.




