
HOUSE No. 2355
By Mr. Mariano of Quincy, petition of Ronald Mariano. Nancy

Flavin. John A. Stefanini and Frank M, Flynes relative to payments of
health insurance claims. Insurance.

In the Year Two Thousand and One

An Act to establish rules governing the payment of health
INSURANCE CLAIMS.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. Whereas ,
the deferred operation of this act would

2 tend to defeat its purpose, which is to protect the rights of patients
3 to receive services properly delivered by a provider through gen-
-4 erally accepted standards of practice, therefore it is hereby
5 declared to be an emergency law, necessary for the immediate
6 preservation of the public convenience.

1 SECTION 2. This act shall be known as “An Act Governing the
2 Payment of Flealth Insurance Claims’’.

1 SECTION 3. Section 12 of chapter 118 E of the General Laws,
2 as appearing in the 1998 Official Edition, is hereby amended by
3 inserting after the seventh paragraph the following paragraph:—
4 The division shall, upon receipt of a claim for payment sub-
-5 mined by a provider;
6 (A) acknowledge receipt of the claim by notifying said provider
7 within 10 business days of receipt of a claim; and
8 (B) either
9 (i) make full payment on the claim pursuant to subsection (c) of

10 this section, or
11 (ii) deny or partially deny the claim pursuant to subsection (d)
12 of this section.
13 (1) The division shall publish, update, and maintain a billing
14 manual (“billing manual”) that shall include its current processes
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15 for submission and payment of claims for health care services.
16 Said billing manual shall be distributed to each contracted
17 provider no less than annually and shall include, but not be lim-
-18 ited to, all billing, documentation, utilization review, and other
19 necessary criteria required for payment of such claims. Said
20 billing manual shall be made available to all contracted providers
21 upon request, and any updates to said billing manual must be pro-
-22 vided to contracted providers at least 60 calendar days prior to the
23 implementation of such changes for such changes to go into
24 effect. Said rules for claims payment included in the division’s
25 billing manual shall not create an unreasonable administrative
26 burden beyond what is necessary to document that a service was a
27 covered service, was clinically appropriate, and the insured was
28 eligible to receive services under the insurer’s plan.
29 (a) Payment

30 (1) The division shall reimburse a provider for health care serv-
-31 ices delivered under the medical assistance program within 30 cal-
-32 endar days after the receipt of completed forms for reimbursement
33 (also referred to as a “clean claim”).
34 (2) A claim shall be considered paid on the date that a provider
35 receives full payment on a claim.
36 (b) Denial of Claims:
37 (1) In the event that a claim is denied or partially denied by the
38 division the division shall notify the provider in writing of the
39 specific reason or reasons for nonpayment of said claim, either in
40 whole or in part, within 30 calendar days of receipt of said claim.
41 For purposes of this paragraph, such reasons may include, but not
42 be limited to, an itemization of any documents or other additional
43 information needed to further process the claim which is not paid
44 by the division and which are necessary to establish entitlement to
45 such reimbursement.
46 (c) Resubmission of denied claims:
47 (1) In the event that a provider has complied with subsections
48 (c) and (d) of this section and there continues to be a dispute with
49 regard to the reimbursement of the claim then the following provi-
-50 sions shall apply:
51 (A) Providers of health care services shall have the ability to re-
-52 submit claims that are denied in whole or in part with additional
53 information, as itemized according to Section 2(d)(1), necessary
54 to establish entitlement to such reimbursement. The division shall
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55 have 15 calendar days after receipt of such additional documenta-
-56 tion to further process the claim and reimburse said provider for
57 services rendered.
58 (B) For any portion of a claim that continues to be denied, said
59 division shall give provider the specific reason(s) for any portion
60 of the claim that is not paid in full by the insurer. Providers shall
61 then have the ability to re-submit a claim for reimbursement
62 denied or partially denied pursuant to subsection (d) of this
63 section, said claim resubmission process shall follow the proce-
-64 dure provided for in sections 2(c), 2(d), and 2(e).
65 (d) Penalty provisions
66 (1) The division shall in addition to making payments on the
67 claim, pay interest on the amount of each claim for reimbursement
68 that does not comply with the provisions of subsections 2(c), 2(d),
69 and 2(e) of this section. Said interest shall accrue beginning 30
70 calendar days following the division's receipt of such a claim at
71 the rate of one and one-half percent per month, not to exceed 18
72 percent per year.
73 (2) Any interest payment that is initiated under this subsection
74 shall continue until such date that the claim is either paid in full or
75 resolved to the agreement of both the provider and the division,
76 (e) The commissioner shall by regulation define the term “clean
77 claim” as used in subsection (c)(1). Such definition shall be devel-
-78 oped with input from providers including physicians and hospi-
-79 tals. Such definition shall be adopted and in effect within 12
80 months of the enactment of this act and shall be based on national
81 coding standards in effect at the time services were rendered.

1 SECTION 4. The General Laws, as appearing in the 1998 Offi-
-2 cia) Edition, are hereby amended by adding after chapter 1760, as
3 codified by Chapter 141 of the Acts of 2000, the following new
4 chapter:—

5
6

Section 1. As used in this chapter, unless the content clearly
8 requires otherwise, the following words shall have the following
9 meanings:

Chapter 176P.
Prompt Payment of Health Care Services.
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10 (a) “Commissioner” shall mean the commissioner of insurance
11 whose powers and duties are established pursuant to section 3A of
12 chapter 175.
13 (b) “Department” shall mean the Office of the Attorney General
14 established pursuant to section 1 of chapter 12 of the General
15 Laws.
16 (c) “Division” shall mean the Division of Insurance established
17 pursuant to section 3A of chapter 175 of the General Laws.
18 (d) “Insured” shall mean an enrollee, covered person, member,
19 policyholder or subscriber of an insurer, including an individual
20 whose eligibility as an insured of a carrier is in dispute or under
21 review.
22 (e) “Insurer” shall include, but not be limited to, a carrier
23 licensed or otherwise authorized to transact accident or health
24 insurance under chapter 175; a nonprofit hospital service corpora-
-25 tion organized under chapter 176A; a nonprofit medical service
26 corporation organized under chapter 176B; a health maintenance
27 organization organized under chapter 176G; and an organization
28 entering into a preferred provider arrangement under chapter 1761.
29 (f) “Provider” shall mean, but is not limited to, a hospital,
30 physician, or other person or entity who, under an express or
31 implied contract with an insurer or its contractor or subcontractor.
32 has agreed to provide health care services to the insurer’s mem-
-33 bers with an expectation of receiving payment, other than co-pay-
-34 ment, co-insurance, or deductibles.
35 Section 2. Providing for prompt payment of health care services
36 No contract between a provider of health care services and an
37 insurer shall be issued or delivered in the commonwealth unless it
38 contains the following provisions;
39 (a) Notwithstanding any other provisions of law, this section
40 shall govern the responsibility of an insurer to promptly reimburse
41 a provider for services provided to the insured.
42 (b) Notification
43 (1) Upon receipt of a claim for payment submitted by a
44 provider, an insurer shall:
45 (A) acknowledge receipt of the claim by notifying said provider
46 within 10 business days of receipt of a claim; and
47 (B) either
48 (i) make full payment on the claim pursuant to subsection (c) of
49 this section, or
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50 (ii) deny or partially deny the claim pursuant to subsection (d)
51 of this section.
52 (2) An insurer shall publish, update, and maintain a billing
53 manual (“billing manual”) that shall include its current processes
54 for submission and payment of claims for health care services.
55 Said billing manual shall be distributed to each contracted
56 provider no less than annually and shall include, but not be lim-
-57 ited to, all billing, documentation, utilization review, and other
58 necessary criteria required for payment of such claims. Said
59 billing manual shall be made available to all contracted providers
60 upon request, and any updates to said billing manual must be pro-
-61 vided to contracted providers at least 60 calendar days prior to the
62 implementation of such changes for such changes to go into
63 effect. Said rules for claims payment included in the insurer’s
64 billing manual shall not create an unreasonable administrative
65 burden beyond what is necessary to document that a service was a
66 covered service, was clinically appropriate, and the insured was
67 eligible to receive services under the insurer’s plan.
68 (c) Payment:
69 (1) An insurer shall reimburse a provider for health care serv-
-70 ices delivered to an insured within 30 calendar days after the
71 receipt of completed forms for reimbursement (also referred to as
72 a “clean claim”).
73 (2) A claim shall be considered paid on the date that a provider
74 receives full payment on a claim.
75 (d) Denial of Claims:
76 (1) In the event that a claim is denied or partially denied by the
77 insurer, the insurer shall notify the provider in writing of the spe-
-78 cific reason or reasons for nonpayment of said claim, either in
79 whole or in part, within 30 calendar days of receipt of said claim.
80 For purposes of this paragraph, such reasons may include, but not
81 be limited to, an itemization of any documents or other additional
82 information needed to further process the claim which is not paid
83 by the insurer and which are necessary to establish entitlement to
84 such reimbursement.
85 (e) Resubmission of denied claims
86 (1) In the event that a provider has complied with subsections
87 (c) and (d) of this section and there continues to be a dispute with
88 regard to the reimbursement of the claim, then the following pro-
-89 visions shall apply:
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(A) Providers of health care services shall have the ability to re-
submit claims that are denied in whole or in part with additional
information, as itemized according to Section 2(d)(1), necessary
to establish entitlement to such reimbursement. The insurer shall
have 15 calendar days after receipt of such additional documenta-
tion to further process the claim and reimburse said provider for
services rendered.

90

91
92

93

94
9.5
96
97 (B) For any portion of a claim that continues to be denied, said

insurer shall give provider the specific reason(s) for any portion of
the claim that is not paid in full by the insurer. Providers shall
then have the ability to re-submit a claim for reimbursement
denied or partially denied pursuant to subsection (d) of this
section, said claim resubmission process shall follow the proce-
dure provided for in sections 2(c), 2(d), and 2(e).

98
99

100
101
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103
(f) Penalty provisions:104
(1) The insurer shall in addition to making payments on the

claim, pay interest on the amount of each claim for reimbursement
that does not comply with the provisions of subsections 2(c), 2(d),
and 2(e) of this section. Said interest shall accrue beginning 30
calendar days following the insurer's receipt of such a claim at the
rate of one and one-half percent per month, not to exceed 18 per-
cent per year.
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112 (2) Any interest payment that is initiated under this subsection

shall continue until such date that the claim is either paid in full or
resolved to the agreement of both the provider and the insurer.

113
114
115 (g) The Commissioner shall by regulation define the term

“clean claim” as used in subsection (c)(1). Such definition shall be
developed with input from providers including physicians and
hospitals, and include health plans operating in the state of Massa-
chusetts. Such definition shall be adopted and in effect within 12
months of the enactment of this act and shall be based on national
coding standards in effect at the time services were rendered.

116
117
118
119
120
121
122 Section 3. Reporting of compliance with chapter

(a) The Commissioner shall adopt by regulation a reporting
mechanism that requires an insurer to report on the extent of its
compliance with section 2 of this chapter twice per year. Said
reporting mechanism shall include, but not be limited to. the
information provided in subsection (b) of this section.

123
124
125
126
127

(b) The reporting mechanism shall include at a minimum the
following information to be provided separately for hospital

128
129
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130 claims, claims for physician services, and a total for all other
131 claims that are not classified as hospital or physician services
132 claims:
133 (1) the number of claims received;
134 (2) the number of claims denied or partially denied
135 (3) the number of claims paid in compliance with section 2(c)
136 of this chapter;
137 (4) the average number of days in which a claim is paid in corn-
138 pliance with section 2(c);
139 (5) the number denied and partially denied claims that are
140 appealed;
141 (6) the number of appealed claims that are overturned;
142 (7) the number of claims that are subject to an interest penalty
143 as set forth in section 2(f); and
144 (8) such other information as the commissioner may reasonably
145 require to monitor an insurer’s compliance with this chapter.
146 (c) Each insurer shall file with the Commissioner a report based
147 on the information required by this section and certified by an
148 independent auditing firm within a period specified by the Corn-
149 missioner. Unless the commissioner deems otherwise, said reports
150 shall be a public record.
151 (d) The Commissioner shall provide a copy of the report
152 required by subsection (c) of this section to the Department within
153 60 days of completion of said report. Said report shall be a public
154 record.
155 (e) If an insurer files incomplete or misleading reports, data.
156 statistics, or other information required under this section, then
157 the commissioner may, in his sole discretion, fine said insurer a
158 civil penalty of not more than $5,000 for each day on which such
159 violation occurs
160 Section 4, Enforcement by the Office of the Attorney General
161 (a) If a provider establishes that an insurer has engaged in a
162 pattern or practice of behavior, the purpose of which is to substan
163 daily avoid any provision of this chapter, then the provider may
164 petition the Department to conduct an investigation of the insurer
165 If the Department finds that said insurer has engaged in such pat
166 tern or practice to substantially avoid any provision of said section
167 2, the Department shall implement a plan of corrective acti
168 the insurer and require that the insurer’s claims pr
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procedures be monitored by an independent auditing firm for a
time period to be determined by the Department.

169
170

(b) Notwithstanding the provisions of subsection (a) of this
section, if an insurer fails to comply with any of the requirements
of this chapter, then, upon the request by a provider and a concur-
rent finding by the Department, the Department shall impose a
civil penalty of not less than $lO,OOO and not more than $lOO,OOO
on the insurer.

171
■)

173
174
175
176

(c) If the Department finds that the insurer’s failure to comply
with the provisions of this chapter is not significant or material, or
if justice otherwise requires, the Department may, in its sole dis-
cretion, waive enforcement of this section.

177
178
179
180

(d) A provider or group of providers shall be allowed to desig-
nate an agent to represent their interests before the Department in
seeking enforcement of this section.

181
182
183

Section 5. Application of this Act184
(a) For the purposes of applying sections 2 and 3 within

Section 4 of the Act, the Commissioner shall establish by regula-
tion the manner in which an insurer shall comply with these provi-
sions, no later than 90 days following the enactment of this act.

185
186
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188

(b) For the purposes of applying section 4 within section 4 of
the Act, the Department shall establish by regulation the process
for enforcement of an insurer’s payment obligation required by
section 2 of section 4 of the Act, no later than 90 days following
the enactment of this act.
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(c) If a court of competent jurisdiction finds that any section or
subsection of this act is invalid or unconstitutional, the remainder
of the act shall not be affected thereby.

194
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(d) Nothing in this act shall be construed as impairing the
obligation of any contract that is in existence on the date of the
enactment of the act.
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