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SENATE BILL  No. 634

Introduced by Senator Speier

February 22, 2005

An act to add Section 10133.66 to the Insurance Code, relating to

health insurance.

legislative counsel
’
s digest

SB 634, as introduced, Speier. Health insurance: claims practices.

Existing law provides for regulation of health care service plans by

the Department of Managed Health Care and regulation of health

insurers by the Insurance Commissioner. Existing law, known as the

Health Care Providers Bill of Rights, imposes certain requirements

and prohibitions on the relationship between providers of health care

services and health insurers relative to alternative rates of payment

made by insurers on behalf of covered insureds.

This bill would impose additional requirements on health insurers

that enter into contracts with health care providers relative to the

processing and payment of claims.

Vote:   majority. Appropriation:   no. Fiscal committee:   no.

State-mandated local program:   no.

The people of the State of California do enact as follows:

1
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SECTION 1.  The Legislature finds and declares all of the

following:

(a)  The billing by providers and the handling of claims by

insurers are essential components of the health care delivery

process.

(b)  Health maintenance organizations and preferred provider

organizations regulated by the Department of Managed Health

Care are subject to regulations to prevent unfair payment
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practices against health care providers. Preferred provider

organizations and other entities regulated by the Department of

Insurance are not subject to many of these regulations, leaving

providers and their patients without similar protections.

(c)  To ensure the appropriate payment of claims and consistent

regulation of overpayment of health care services by third-party

payors, this act extends many of the current protections afforded

by the Legislature to providers who deliver care to health care

service plan enrollees to those who deliver care to insureds.

SEC. 2.  Section 10133.66 is added to the Insurance Code, to

read:

10133.66.  A health insurer that enters into contracts with a

professional provider to provide services at alternative rates of

payment pursuant to Section 10133, whether directly or through

any entity that contracts with providers on its behalf, shall

comply with all the following:

(a)  Deadlines shall not be imposed for the receipt of a claim

that is less than 90 days for contracted providers and 180 days for

noncontracted providers after the date of service, except as

required by any state or federal law or regulation. If a health

insurer is not the primary payor under coordination of benefits,

the insurer shall not impose a deadline for submitting

supplemental or coordination of benefits claims to any secondary

payor that is less than 90 days from the date of payment or date

of contest, denial, or notice from the primary payor. A health

insurer, whether directly or through any entity that contracts with

providers on its behalf, that denies a claim because it was filed

beyond the claim filing deadline shall, upon provider’s

demonstration of good cause for the delay, accept and adjudicate

the claim according to Section 10123.13 or 10123.147,

whichever is applicable.

(b)  Reimbursement requests for the overpayment of a claim

shall not be made, including requests made pursuant to Section

10123.145, unless a written request for reimbursement is sent to

the provider within 365 days of the date of payment on the

overpaid claim. The written notice shall clearly identify the

claim, the name of the patient, and the date of service, and shall

include a clear explanation of the basis upon which it is believed

the amount paid on the claim was in excess of the amount due,

including interest and penalties on the claim. The 365-day time

99
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limit shall not apply if the overpayment was caused in whole or

in part by fraud or misrepresentation on the part of the provider.

(c)  The receipt of each claim shall be identified and

acknowledged, whether or not complete, and the recorded date of

receipt shall be disclosed in the same manner as the claim was

submitted or provided through an electronic means, by telephone,

Web site, or another mutually agreeable accessible method of

notification, by which the provider may readily confirm the

insurer’s receipt of the claim and the recorded date of receipt as

follows:

(1)  In the case of an electronic claim, identification and

acknowledgment shall be provided within two working days of

the date of receipt of the claim by the office designated to receive

the claim.

(2)  In the case of a paper claim, identification and

acknowledgment shall be provided within 15 working days of the

date of receipt of the claim by the office designated to receive the

claim.

If a claimant submits a claim to a health insurer, or any entity

that contracts with providers on its behalf, using a claims

clearinghouse, its identification and acknowledgment to the

clearinghouse within the timeframes set forth in paragraph (1) or

(2), whichever is applicable, shall constitute compliance with this

section.

(d)  Beginning January 1, 2006, initially upon contracting,

annually thereafter on or before the contract anniversary date,

and in addition, upon the contracted provider’s written request,

the health insurer or the entity that contracts with providers shall

disclose to contracting providers all of the following information

in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors or

units used in determining the fees for each service, shall be

disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent

that reimbursement is made pursuant to a specified fee schedule,

the contract shall incorporate that fee schedule by reference,

including the year of the schedule. For any proprietary fee

schedule, the contract shall include sufficient detail that payment

amounts related to that fee schedule can be accurately predicted.
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(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, that shall,

unless otherwise prohibited by state law do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.

(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services necessary

as part of a course of treatment in an institutional setting, and any

other global arrangements such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges, and payment

adjustments due to coding changes.

(ii  )Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.

(v)  Recognition of CPT modifiers.

The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not

disclose proprietary trade secret information or violate copyright

law or patented processes, so that a reasonable person with

sufficient training, experience, and competence in claims

processing can determine the payment to be made according to

the terms of the contract.

A health insurer, whether directly or through any entity that

contracts with providers on its behalf, may disclose the fee

schedules mandated by this section through the use of a Web site

so long as it provides written notice to the contracted provider at

least 45 days prior to implementing a Web site transmission

format or posting any changes to the information on the Web

site.

O
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AMENDED IN SENATE APRIL 11, 2005

SENATE BILL  No. 634

Introduced by Senator Speier

February 22, 2005

An act to add Section 10133.66 to amend Section 10604 of, and to

add Section 10133.66 to, the Insurance Code, relating to health

insurance.

legislative counsel
’
s digest

SB 634, as amended, Speier. Health insurance: claims practices.

Existing law provides for regulation of health care service plans by

the Department of Managed Health Care and regulation of health

insurers by the Insurance Commissioner. Existing law, known as the

Health Care Providers Bill of Rights, imposes certain requirements

and prohibitions on the relationship between providers of health care

services and health insurers relative to alternative rates of payment

made by insurers on behalf of covered insureds. Existing law also

requires health insurance disclosure forms to be provided to insureds,

and requires those disclosure forms to contain specified information.

This bill would impose additional requirements on health insurers

that enter into contracts with health care providers relative to the

processing and payment of claims. The bill would also require the

health insurance policy disclosure forms to insureds to contain the

nature and extent of the financial liability that is or may be incurred

by the insured or his or her family, where care is furnished by a

provider that does not have a contract with the insurer to provide

services at an alternative rate of payment.

Vote:   majority. Appropriation:   no. Fiscal committee:   no.

State-mandated local program:   no.
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The people of the State of California do enact as follows:
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SECTION 1. The Legislature finds and declares all of the

following:

(a)  The billing by providers and the handling of claims by

insurers are essential components of the health care delivery

process.

(b)  Health maintenance organizations and preferred provider

organizations regulated by the Department of Managed Health

Care are subject to regulations to prevent unfair payment

practices against health care providers. Preferred provider

organizations and other entities regulated by the Department of

Insurance are not subject to many of these regulations, leaving

providers and their patients without similar protections.

(c)  To ensure the appropriate payment of claims and consistent

regulation of overpayment of health care services by third-party

payors, this act extends many of the current protections afforded

by the Legislature to providers who deliver care to health care

service plan enrollees to those who deliver care to insureds.

SEC. 2. Section 10133.66 is added to the Insurance Code, to

read:

10133.66. A health insurer that enters into contracts with a

professional provider to provide services at alternative rates of

payment pursuant to Section 10133, whether directly or through

any entity that contracts with providers on its behalf, shall

comply with all the following:

(a)  Deadlines shall not be imposed for the receipt of a claim

that is less than 90 180 days for contracted providers and 180 360

days for noncontracted providers after the date of service, except

as required by any state or federal law or regulation. If a health

insurer is not the primary payor under coordination of benefits,

the insurer shall not impose a deadline for submitting

supplemental or coordination of benefits claims to any secondary

payor that is less than 90 180 days from the date of payment or

date of contest, denial, or notice from the primary payor. A

health insurer, whether directly or through any entity that

contracts with providers on its behalf, that denies a claim because

it was filed beyond the claim filing deadline shall, upon

provider’s demonstration of good cause for the delay, accept and

adjudicate the claim according to Section 10123.13 or

98
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10123.147, whichever is applicable. This subdivision shall not

alter or affect any rights providers may have under any

applicable statute of limitations or antiforfeiture provisions

available under the laws of the State of California.

(b)  Reimbursement requests for the overpayment of a claim

shall not be made, including requests made pursuant to Section

10123.145, unless a written request for reimbursement is sent to

the provider within 365 days of the date of payment on the

overpaid claim. The written notice shall clearly identify the

claim, the name of the patient, and the date of service, and shall

include a clear explanation of the basis upon which it is believed

the amount paid on the claim was in excess of the amount due,

including interest and penalties on the claim. The 365-day time

limit shall not apply if the overpayment was caused in whole or

in part by fraud or misrepresentation on the part of the provider.

(c)  The receipt of each claim shall be identified and

acknowledged, whether or not complete, and the recorded date of

receipt shall be disclosed in the same manner as the claim was

submitted or provided through an electronic means, by telephone,

Web site, or another mutually agreeable accessible method of

notification, by which the provider may readily confirm the

insurer’s receipt of the claim and the recorded date of receipt as

follows:

(1)  In the case of an electronic claim, identification and

acknowledgment shall be provided within two working days of

the date of receipt of the claim by the office designated to receive

the claim.

(2)  In the case of a paper claim, identification and

acknowledgment shall be provided within 15 working days of the

date of receipt of the claim by the office designated to receive the

claim.

If a claimant submits a claim to a health insurer, or any entity

that contracts with providers on its behalf, using a claims

clearinghouse, its identification and acknowledgment to the

clearinghouse within the timeframes set forth in paragraph (1) or

(2), whichever is applicable, shall constitute compliance with this

section.

(d)  Beginning January 1, 2006, initially upon prior to

contracting, annually thereafter on or before the contract

anniversary date, and in addition, upon the contracted provider’s

98
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written request, the health insurer or the entity that contracts with

providers shall disclose to contracting providers all of the

following information in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors or

units used in determining the fees for each service, shall be

disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent

that reimbursement is made pursuant to a specified fee schedule,

the contract shall incorporate that fee schedule by reference,

including the year of the schedule. For any proprietary fee

schedule, the contract shall include sufficient detail that payment

amounts related to that fee schedule can be accurately predicted.

(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, that shall,

unless otherwise prohibited by state law do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.

(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services necessary

as part of a course of treatment in an institutional setting, and any

other global arrangements such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges, and payment

adjustments due to coding changes.

(ii  )Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.

(v)  Recognition of CPT modifiers.

The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not

disclose proprietary trade secret information or violate copyright

law or patented processes, so that a reasonable person with

sufficient training, experience, and competence in claims
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processing can determine the payment to be made according to

the terms of the contract.

A health insurer, whether directly or through any entity that

contracts with providers on its behalf, may disclose the fee

schedules mandated by this section through the use of a Web site

so long as it provides written notice to the contracted provider at

least 45 days prior to implementing a Web site transmission

format or posting any changes to the information on the Web

site.

SEC. 3. Section 10604 of the Insurance Code is amended to

read:

10604. The disclosure form shall include the following

information, in concise and specific terms, relative to the

disability insurance policy:

(a)  The applicable category or categories of coverage provided

by the policy, from among the following:

(1)  Basic hospital expense coverage.

(2)  Basic medical-surgical expense coverage.

(3)  Hospital confinement indemnity coverage.

(4)  Major medical expense coverage.

(5)  Disability income protection coverage.

(6)  Accident only coverage.

(7)  Specified disease or specified accident coverage.

(8)  Such other categories as the commissioner may prescribe.

(b)  The principal benefits and coverage of the disability

insurance policy.

(c)  The exceptions, reductions, and limitations that apply to

such policy.

(d)  A summary, including a citation of the relevant contractual

provisions, of the process used to authorize or deny payments for

services under the coverage provided by the policy including

coverage for subacute care, transitional inpatient care, or care

provided in skilled nursing facilities. This subdivision shall only

apply to policies of disability insurance that cover hospital,

medical, or surgical expenses.

(e)  The full premium cost of such policy.

(f)  Any copayment, coinsurance, or deductible requirements

that may be incurred by the insured or his family in obtaining

coverage under the policy.
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(g)  The nature and extent of the financial liability that is, or

that may be, incurred by the insured or his or her family where

care is furnished by a provider that does not have a contract with

the insurer to provide service at alternative rates of payment

pursuant to Section 10133.

(h)  The terms under which the policy may be renewed by the

insured, including any reservation by the insurer of any right to

change premiums.

(h)  

(i)  A statement that the disclosure form is a summary only,

and that the policy itself should be consulted to determine

governing contractual provisions.

O
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AMENDED IN SENATE MAY 10, 2005

AMENDED IN SENATE APRIL 11, 2005

SENATE BILL  No. 634

Introduced by Senator Speier

February 22, 2005

An act to amend Section 10604 add Section 511.4 to the Business

and Professions Code, and to amend Section 10123.12 of, and to add

Section 10133.66 to, the Insurance Code, relating to health insurance.

legislative counsel
’
s digest

SB 634, as amended, Speier. Health insurance: claims practices.

Existing law provides for regulation of health insurers by the

Insurance Commissioner. Existing law, known as the Health Care

Providers Bill of Rights, imposes certain requirements and

prohibitions on the relationship between providers of health care

services and health insurers relative to alternative rates of payment

made by insurers on behalf of covered insureds. Existing law also

requires health insurance and self-insured employee welfare benefit

plan disclosure forms to be provided to insureds and enrollees, and

requires those disclosure forms to contain specified information.

This bill would impose additional requirements on health insurers

that enter into contracts with health care providers relative to the

processing and payment of claims including requiring the disclosure

of specified information in electronic format to providers annually

and, additionally, upon a contracted provider’s request. The bill

would also require a contracting agent to disclose such specified

information in electronic format to providers annually and upon a

contracted provider’s written request. The bill would also require the

health insurance policy or self-insured employee welfare benefit plan

disclosure forms to insureds and enrollees to contain the nature and
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extent of the financial liability that is or may be incurred by the

insured, enrollee, or his or her family, where care is furnished by a

provider that does not have a contract with the insurer or plan to

provide services at an alternative rate of payment.

Vote:   majority. Appropriation:   no. Fiscal committee:   no.

State-mandated local program:   no.

The people of the State of California do enact as follows:

1
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SECTION 1. The Legislature finds and declares all of the

following:

(a)  The billing by providers and the handling of claims by

insurers are essential components of the health care delivery

process.

(b)  Health maintenance organizations and preferred provider

organizations regulated by the Department of Managed Health

Care are subject to regulations to prevent unfair payment

practices against health care providers. Preferred provider

organizations and other entities regulated by the Department of

Insurance are not subject to many of these regulations, leaving

providers and their patients without similar protections.

(c)  To ensure the appropriate payment of claims and consistent

regulation of overpayment of health care services by third-party

payors, this act extends many of the current protections afforded

by the Legislature to providers who deliver care to health care

service plan enrollees to those who deliver care to insureds.

SEC. 2. Section 511.4 is added to the Business and

Professions Code, to read:

511.4. (a)  A contracting agent, as defined in paragraph (2)

of subdivision (d) of Section 511.1, shall beginning July 1, 2006,

prior to contracting, annually thereafter on or before the

contract anniversary date, and, in addition, upon the contracted

provider’s written request, disclose to contracting providers all

of the following information in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors

or units used in determining the fees for each service, shall be

disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent

that reimbursement is made pursuant to a specified fee schedule,
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the contract shall incorporate that fee schedule by reference,

including the year of the schedule. For any proprietary fee

schedule, the contract shall include sufficient detail that payment

amounts related to that fee schedule can be accurately predicted.

(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, which shall,

unless otherwise prohibited by state law, do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.

(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services

necessary as part of a course of treatment in an institutional

setting, and any other global arrangements, such as per diem

hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges and payment

adjustments due to coding changes.

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.

(v)  Recognition of CPT modifiers.

(b)  The information disclosures required by this section shall

be in sufficient detail and in an understandable format that does

not disclose proprietary trade secret information or violate

copyright law or patented processes, so that a reasonable person

with sufficient training, experience, and competence in claims

processing can determine the payment to be made according to

the terms of the contract.

(c)  A contracting agent may disclose the fee schedules

mandated by this section through the use of a Web site, so long

as it provides written notice to the contracted provider at least 45

days prior to implementing a Web site transmission format or

posting any changes to the information on the Web site.

SEC. 3. Section 10123.12 of the Insurance Code is amended

to read:
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10123.12. Every disability health insurer, including those

insurers which that contract for alternative rates of payment

pursuant to Section 10133, and every self-insured employee

welfare benefit plan, which that will affect the choice of

physician, hospital, or other health care providers shall include

within its disclosure form and within its evidence or certificate of

coverage a statement clearly describing how participation in the

policy or plan may affect the choice of physician, hospital, or

other health care providers, and describing the nature and extent

of the financial liability that is, or that may be, incurred by the

insured, enrollee, or covered dependents if care is furnished by a

provider that does not have a contract with the insurer or plan to

provide service at alternative rates of payment pursuant to

Section 10133. The form shall clearly inform prospective

insureds or plan enrollees that participation in the policy or plan

will affect the person’s choice in this regard by placing the

following statement in a conspicuous place on all material

required to be given to prospective insureds or plan enrollees

including promotional and descriptive material, disclosure forms,

and certificates and evidences of coverage:

PLEASE READ THE FOLLOWING INFORMATION SO

YOU WILL KNOW FROM WHOM OR WHAT GROUP OF

PROVIDERS HEALTH CARE MAY BE OBTAINED

It is not the intent of this section to require that the names of

individual health care providers be enumerated to prospective

insureds or enrollees.

If a disability health insurer providing coverage for hospital,

medical, or surgical expenses provides a list of facilities to

patients or contracting providers, the insurer shall include within

the provider listing a notification that insureds or enrollees may

contact the insurer in order to obtain a list of the facilities with

which the disability health insurer is contracting for subacute

care and/or transitional inpatient care.

SEC. 2.

SEC. 4. Section 10133.66 is added to the Insurance Code, to

read:

10133.66. A health insurer that enters into contracts with a

provider to provide services at alternative rates of payment

pursuant to Section 10133, whether directly or through any entity
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that contracts with providers on its behalf, shall shall comply

with all the following:

(a)  Deadlines shall not be imposed for the receipt of a claim

from a professional provider who submits a claim on behalf of an

insured or pursuant to a professional provider’s contract with a

health insurer that is less than 180 90 days for contracted

providers and 360 180 days for noncontracted providers after the

date of service, except as required by any state or federal law or

regulation. If a health insurer is not the primary payor under

coordination of benefits, the insurer shall not impose a deadline

for submitting supplemental or coordination of benefits claims to

any secondary payor that is less than 180 90 days from the date

of payment or date of contest, denial, or notice from the primary

payor. A health insurer, whether directly or through any entity

that contracts with providers on its behalf, that denies a claim

because it was filed beyond the claim filing deadline shall, upon

provider’s demonstration of good cause for the delay, accept and

adjudicate the claim according to Section 10123.13 or

10123.147, whichever is applicable. This subdivision shall not

alter or affect any rights providers may have under any

applicable statute of limitations or antiforfeiture provisions

available under the laws of the State of California.

(b)  Reimbursement requests for the overpayment of a claim

shall not be made, including requests made pursuant to Section

10123.145, unless a written request for reimbursement is sent to

the provider within 365 days of the date of payment on the

overpaid claim. The written notice shall clearly identify the

claim, the name of the patient, and the date of service, and shall

include a clear explanation of the basis upon which it is believed

the amount paid on the claim was in excess of the amount due,

including interest and penalties on the claim. The 365-day time

limit shall not apply if the overpayment was caused in whole or

in part by fraud or misrepresentation on the part of the provider.

(c)  The receipt of each claim shall be identified and

acknowledged, whether or not complete, and the recorded date of

receipt shall be disclosed in the same manner as the claim was

submitted or provided through an electronic means, by telephone,

Web site, or another mutually agreeable accessible method of

notification, by which the provider may readily confirm the
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insurer’s receipt of the claim and the recorded date of receipt as

follows:

(1)  In the case of an electronic claim, identification and

acknowledgment shall be provided within two working days of

the date of receipt of the claim by the office designated to receive

the claim.

(2)  In the case of a paper claim, identification and

acknowledgment shall be provided within 15 working days of the

date of receipt of the claim by the office designated to receive the

claim.

If a claimant submits a claim to a health insurer, or any entity

that contracts with providers on its behalf, using a claims

clearinghouse, its identification and acknowledgment to the

clearinghouse within the timeframes set forth in paragraph (1) or

(2), whichever is applicable, above shall constitute compliance

with this section.

(d)  Beginning January July 1, 2006, prior to contracting,

annually thereafter on or before the contract anniversary date,

and in addition, upon the contracted provider’s written request,

the health insurer or the entity that contracts with providers shall

disclose to contracting providers all of the following information

in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors or

units used in determining the fees for each service, shall be

disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent

that reimbursement is made pursuant to a specified fee schedule,

the contract shall incorporate that fee schedule by reference,

including the year of the schedule. For any proprietary fee

schedule, the contract shall include sufficient detail that payment

amounts related to that fee schedule can be accurately predicted.

(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, that shall,

unless otherwise prohibited by state law do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.
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(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services necessary

as part of a course of treatment in an institutional setting, and any

other global arrangements such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges, and payment

adjustments due to coding changes.

(ii  )

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.

(v)  Recognition of CPT modifiers.

The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not

disclose proprietary trade secret information or violate copyright

law or patented processes, so that a reasonable person with

sufficient training, experience, and competence in claims

processing can determine the payment to be made according to

the terms of the contract.

A health insurer, whether directly or through any entity that

contracts with providers on its behalf, may disclose the fee

schedules mandated by this section through the use of a Web site

so long as it provides written notice to the contracted provider at

least 45 days prior to implementing a Web site transmission

format or posting any changes to the information on the Web

site.

SEC. 3. Section 10604 of the Insurance Code is amended to

read:

10604. The disclosure form shall include the following

information, in concise and specific terms, relative to the

disability insurance policy:

(a)  The applicable category or categories of coverage provided

by the policy, from among the following:

(1)  Basic hospital expense coverage.

(2)  Basic medical-surgical expense coverage.

(3)  Hospital confinement indemnity coverage.

(4)  Major medical expense coverage.
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(5)  Disability income protection coverage.

(6)  Accident only coverage.

(7)  Specified disease or specified accident coverage.

(8)  Such other categories as the commissioner may prescribe.

(b)  The principal benefits and coverage of the disability

insurance policy.

(c)  The exceptions, reductions, and limitations that apply to

such policy.

(d)  A summary, including a citation of the relevant contractual

provisions, of the process used to authorize or deny payments for

services under the coverage provided by the policy including

coverage for subacute care, transitional inpatient care, or care

provided in skilled nursing facilities. This subdivision shall only

apply to policies of disability insurance that cover hospital,

medical, or surgical expenses.

(e)  The full premium cost of such policy.

(f)  Any copayment, coinsurance, or deductible requirements

that may be incurred by the insured or his family in obtaining

coverage under the policy.

(g)  The nature and extent of the financial liability that is, or

that may be, incurred by the insured or his or her family where

care is furnished by a provider that does not have a contract with

the insurer to provide service at alternative rates of payment

pursuant to Section 10133.

(h)  The terms under which the policy may be renewed by the

insured, including any reservation by the insurer of any right to

change premiums.

(i)  A statement that the disclosure form is a summary only,

and that the policy itself should be consulted to determine

governing contractual provisions.

O

97

— 8 —SB 634

Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 19 of 310



AMENDED IN ASSEMBLY JULY 12, 2005

AMENDED IN SENATE MAY 10, 2005

AMENDED IN SENATE APRIL 11, 2005

SENATE BILL  No. 634

Introduced by Senator Speier

(Coauthors: Assembly Members Chan, Koretz, and Laird)

February 22, 2005

An act to add Section 511.4 to the Business and Professions Code,

and to amend Section 10123.12 of, and to add Section 10133.66 to,

the Insurance Code, relating to health insurance.

legislative counsel
’
s digest

SB 634, as amended, Speier. Health insurance: claims practices.

Existing law provides for regulation of health insurers by the

Insurance Commissioner. Existing law, known as the Health Care

Providers Bill of Rights, imposes certain requirements and

prohibitions on the relationship between providers of health care

services and health insurers relative to alternative rates of payment

made by insurers on behalf of covered insureds. Existing law also

requires health insurance and self-insured employee welfare benefit

plan disclosure forms to be provided to insureds and enrollees, and

requires those disclosure forms to contain specified information.

This bill would impose additional requirements on health insurers

that enter into contracts with health care providers relative to the

processing and payment of claims including requiring the disclosure

of specified information in electronic format to providers annually

and, additionally, upon a contracted provider’s request. The bill would

also require a contracting agent to disclose such specified information

in electronic format to providers annually and upon a contracted
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provider’s written request. The bill would require the health insurance

policy or self-insured employee welfare benefit plan disclosure forms

to insureds and enrollees to contain the nature and extent of the

financial liability that is or may be incurred by the insured, enrollee, or

his or her family, where care is furnished by a provider that does not

have a contract with the insurer or plan to provide services at an

alternative rate of payment.

Vote:   majority. Appropriation:   no. Fiscal committee:   no.

State-mandated local program:   no.

The people of the State of California do enact as follows:
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SECTION 1. The Legislature finds and declares all of the

following:

(a)  The billing by providers and the handling of claims by

insurers are essential components of the health care delivery

process.

(b)  Health maintenance organizations and preferred provider

organizations regulated by the Department of Managed Health

Care are subject to regulations to prevent unfair payment

practices against health care providers. Preferred provider

organizations and other entities regulated by the Department of

Insurance are not subject to many of these regulations, leaving

providers and their patients without similar protections.

(c)  To ensure the appropriate payment of claims and consistent

regulation of overpayment of health care services by third-party

payors, this act extends many of the current protections afforded

by the Legislature to providers who deliver care to health care

service plan enrollees to those who deliver care to insureds.

SEC. 2. Section 511.4 is added to the Business and

Professions Code, to read:

511.4. (a)  A contracting agent, as defined in paragraph (2) of

subdivision (d) of Section 511.1, shall beginning July 1, 2006,

prior to contracting, annually thereafter on or before the contract

anniversary date, and, in addition, upon the contracted provider’s

written request, disclose to contracting providers all of the

following information in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors or

units used in determining the fees for each service, shall be
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disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent .

To the extent that reimbursement is made pursuant to a specified

fee schedule, the contract shall incorporate that fee schedule by

reference, including the year of the schedule. For any proprietary

fee schedule, the contract shall include sufficient detail that

payment amounts related to that fee schedule can be accurately

predicted.

(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, which shall,

unless otherwise prohibited by state law, do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.

(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services necessary

as part of a course of treatment in an institutional setting, and any

other global arrangements, such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges and payment

adjustments due to coding changes.

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.

(v)  Recognition of CPT modifiers.

(b)  The information disclosures required by this section shall

be in sufficient detail and in an understandable format that does

not disclose proprietary trade secret information or violate

copyright law or patented processes, so that a reasonable person

with sufficient training, experience, and competence in claims

processing can determine the payment to be made according to

the terms of the contract.

(c)  A contracting agent may disclose the fee schedules

mandated by this section through the use of a Web site, so long

as it provides written notice to the contracted provider at least 45
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days prior to implementing a Web site transmission format or

posting any changes to the information on the Web site.

SEC. 3. Section 10123.12 of the Insurance Code is amended

to read:

10123.12. Every health insurer, including those insurers that

contract for alternative rates of payment pursuant to Section

10133, and every self-insured employee welfare benefit plan that

will affect the choice of physician, hospital, or other health care

providers shall include within its disclosure form and within its

evidence or certificate of coverage a statement clearly describing

how participation in the policy or plan may affect the choice of

physician, hospital, or other health care providers, and describing

the nature and extent of the financial liability that is, or that may

be, incurred by the insured, enrollee, or covered dependents if

care is furnished by a provider that does not have a contract with

the insurer or plan to provide service at alternative rates of

payment pursuant to Section 10133. The form shall clearly

inform prospective insureds or plan enrollees that participation in

the policy or plan will affect the person’s choice in this regard by

placing the following statement in a conspicuous place on all

material required to be given to prospective insureds or plan

enrollees including promotional and descriptive material,

disclosure forms, and certificates and evidences of coverage:

PLEASE READ THE FOLLOWING INFORMATION SO

YOU WILL KNOW FROM WHOM OR WHAT GROUP OF

PROVIDERS HEALTH CARE MAY BE OBTAINED

It is not the intent of this section to require that the names of

individual health care providers be enumerated to prospective

insureds or enrollees.

If a health insurer providing coverage for hospital, medical, or

surgical expenses provides a list of facilities to patients or

contracting providers, the insurer shall include within the

provider listing a notification that insureds or enrollees may

contact the insurer in order to obtain a list of the facilities with

which the health insurer is contracting for subacute care and/or

transitional inpatient care.

SEC. 4. Section 10133.66 is added to the Insurance Code, to

read:

10133.66. A health insurer shall comply with all the

following:
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(a)  Deadlines shall not be imposed for the receipt of a claim

from a professional provider who submits a claim on behalf of an

insured or pursuant to a professional provider’s contract with a

health insurer that is less than 90 days for contracted providers

and 180 days for noncontracted providers after the date of

service, except as required by any state or federal law or

regulation. If a health insurer is not the primary payor under

coordination of benefits, the insurer shall not impose a deadline

for submitting supplemental or coordination of benefits claims to

any secondary payor that is less than 90 days from the date of

payment or date of contest, denial, or notice from the primary

payor. A health insurer that denies a claim because it was filed

beyond the claim filing deadline shall, upon provider’s

demonstration of good cause for the delay, accept and adjudicate

the claim according to Section 10123.13 or 10123.147,

whichever is applicable. This subdivision shall not alter or affect

any rights providers may have under any applicable statute of

limitations or antiforfeiture provisions available under the laws

of the State of California.

(b)  Reimbursement requests for the overpayment of a claim

shall not be made, including requests made pursuant to Section

10123.145, unless a written request for reimbursement is sent to

the provider within 365 days of the date of payment on the

overpaid claim. The written notice shall clearly identify the

claim, the name of the patient, and the date of service, and shall

include a clear explanation of the basis upon which it is believed

the amount paid on the claim was in excess of the amount due,

including interest and penalties on the claim. The 365-day time

limit shall not apply if the overpayment was caused in whole or

in part by fraud or misrepresentation on the part of the provider.

(c)  The receipt of each claim shall be identified and

acknowledged, whether or not complete, and the recorded date of

receipt shall be disclosed in the same manner as the claim was

submitted or provided through an electronic means, by telephone,

Web site, or another mutually agreeable accessible method of

notification, by which the provider may readily confirm the

insurer’s receipt of the claim and the recorded date of receipt

within 15 working days of the date of receipt of the claim by

the office designated to receive the claim.
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If a claimant submits a claim to a health insurer using a claims

clearinghouse, its identification and acknowledgment to the

clearinghouse within the timeframes set forth above shall

constitute compliance with this section.

(d)  Beginning July 1, 2006, prior to contracting, annually

thereafter on or before the contract anniversary date, and in

addition, upon the contracted provider’s written request, the

health insurer shall disclose to contracting providers all of the

following information in an electronic format:

(1)  The amount of payment for each service to be provided

under the contract, including any fee schedules or other factors or

units used in determining the fees for each service, shall be

disclosed on the Internet or on written request by the health

insurer or the entity that contracts with providers. To the extent.

To the extent that reimbursement is made pursuant to a specified

fee schedule, the contract shall incorporate that fee schedule by

reference, including the year of the schedule. For any proprietary

fee schedule, the contract shall include sufficient detail that

payment amounts related to that fee schedule can be accurately

predicted.

(2)  The detailed payment policies and rules and nonstandard

coding methodologies used to adjudicate claims, that shall,

unless otherwise prohibited by state law do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally

recognized medical societies and organizations, federal

regulatory bodies, and major credentialing organizations.

(B)  Clearly and accurately state what is covered by any global

payment provisions for both professional and institutional

services, any global payment provisions for all services necessary

as part of a course of treatment in an institutional setting, and any

other global arrangements such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies

regarding all of the following:

(i)  Consolidation of multiple services or charges, and payment

adjustments due to coding changes.

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations

and injectable medications.
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(v)  Recognition of CPT modifiers.

The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not

disclose proprietary trade secret information or violate copyright

law or patented processes, so that a reasonable person with

sufficient training, experience, and competence in claims

processing can determine the payment to be made according to

the terms of the contract.

A health insurer may disclose the fee schedules mandated by

this section through the use of a Web site so long as it provides

written notice to the contracted provider at least 45 days prior to

implementing a Web site transmission format or posting any

changes to the information on the Web site.

O
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Senate Bill No. 634

CHAPTER 441

An act to add Section 511.4 to the Business and Professions Code, and

to amend Section 10123.12 of, and to add Section 10133.66 to, the

Insurance Code, relating to health insurance.

[Approved by Governor September 30, 2005. Filed with

Secretary of State September 30, 2005.]

legislative counsel
’
s digest

SB 634, Speier. Health insurance: claims practices.

Existing law provides for regulation of health insurers by the Insurance

Commissioner. Existing law, known as the Health Care Providers Bill of

Rights, imposes certain requirements and prohibitions on the relationship

between providers of health care services and health insurers relative to

alternative rates of payment made by insurers on behalf of covered

insureds. Existing law also requires health insurance and self-insured

employee welfare benefit plan disclosure forms to be provided to insureds

and enrollees, and requires those disclosure forms to contain specified

information.

This bill would impose additional requirements on health insurers that

enter into contracts with health care providers relative to the processing

and payment of claims including requiring the disclosure of specified

information in electronic format to providers annually and, additionally,

upon a contracted provider’s request. The bill would also require a

contracting agent to disclose such specified information in electronic

format to providers annually and upon a contracted provider’s written

request. The bill would require the health insurance policy or self-insured

employee welfare benefit plan disclosure forms to insureds and enrollees

to contain the nature and extent of the financial liability that is or may be

incurred by the insured, enrollee, or his or her family, where care is

furnished by a provider that does not have a contract with the insurer or

plan to provide services at an alternative rate of payment.

The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares all of the following:

(a)  The billing by providers and the handling of claims by insurers are

essential components of the health care delivery process.

(b)  Health maintenance organizations and preferred provider

organizations regulated by the Department of Managed Health Care are

subject to regulations to prevent unfair payment practices against health

care providers. Preferred provider organizations and other entities
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regulated by the Department of Insurance are not subject to many of these

regulations, leaving providers and their patients without similar

protections.

(c)  To ensure the appropriate payment of claims and consistent

regulation of overpayment of health care services by third-party payors,

this act extends many of the current protections afforded by the Legislature

to providers who deliver care to health care service plan enrollees to those

who deliver care to insureds.

SEC. 2. Section 511.4 is added to the Business and Professions Code,

to read:

511.4. (a)  A contracting agent, as defined in paragraph (2) of

subdivision (d) of Section 511.1, shall beginning July 1, 2006, prior to

contracting, annually thereafter on or before the contract anniversary date,

and, in addition, upon the contracted provider’s written request, disclose to

contracting providers all of the following information in an electronic

format:

(1)  The amount of payment for each service to be provided under the

contract, including any fee schedules or other factors or units used in

determining the fees for each service. To the extent that reimbursement is

made pursuant to a specified fee schedule, the contract shall incorporate

that fee schedule by reference, including the year of the schedule. For any

proprietary fee schedule, the contract shall include sufficient detail that

payment amounts related to that fee schedule can be accurately predicted.

(2)  The detailed payment policies and rules and nonstandard coding

methodologies used to adjudicate claims, which shall, unless otherwise

prohibited by state law, do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally recognized

medical societies and organizations, federal regulatory bodies, and major

credentialing organizations.

(B)  Clearly and accurately state what is covered by any global payment

provisions for both professional and institutional services, any global

payment provisions for all services necessary as part of a course of

treatment in an institutional setting, and any other global arrangements,

such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies regarding

all of the following:

(i)  Consolidation of multiple services or charges and payment

adjustments due to coding changes.

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations and

injectable medications.

(v)  Recognition of CPT modifiers.

(b)  The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not disclose

proprietary trade secret information or violate copyright law or patented
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processes, so that a reasonable person with sufficient training, experience,

and competence in claims processing can determine the payment to be

made according to the terms of the contract.

(c)  A contracting agent may disclose the fee schedules mandated by this

section through the use of a Web site, so long as it provides written notice

to the contracted provider at least 45 days prior to implementing a Web

site transmission format or posting any changes to the information on the

Web site.

SEC. 3. Section 10123.12 of the Insurance Code is amended to read:

10123.12. Every health insurer, including those insurers that contract

for alternative rates of payment pursuant to Section 10133, and every

self-insured employee welfare benefit plan that will affect the choice of

physician, hospital, or other health care providers shall include within its

disclosure form and within its evidence or certificate of coverage a

statement clearly describing how participation in the policy or plan may

affect the choice of physician, hospital, or other health care providers, and

describing the nature and extent of the financial liability that is, or that

may be, incurred by the insured, enrollee, or covered dependents if care is

furnished by a provider that does not have a contract with the insurer or

plan to provide service at alternative rates of payment pursuant to Section

10133. The form shall clearly inform prospective insureds or plan

enrollees that participation in the policy or plan will affect the person’s

choice in this regard by placing the following statement in a conspicuous

place on all material required to be given to prospective insureds or plan

enrollees including promotional and descriptive material, disclosure forms,

and certificates and evidences of coverage:

PLEASE READ THE FOLLOWING INFORMATION SO YOU WILL

KNOW FROM WHOM OR WHAT GROUP OF PROVIDERS HEALTH

CARE MAY BE OBTAINED

It is not the intent of this section to require that the names of individual

health care providers be enumerated to prospective insureds or enrollees.

If a health insurer providing coverage for hospital, medical, or surgical

expenses provides a list of facilities to patients or contracting providers,

the insurer shall include within the provider listing a notification that

insureds or enrollees may contact the insurer in order to obtain a list of the

facilities with which the health insurer is contracting for subacute care

and/or transitional inpatient care.

SEC. 4. Section 10133.66 is added to the Insurance Code, to read:

10133.66. A health insurer shall comply with all the following:

(a)  Deadlines shall not be imposed for the receipt of a claim from a

professional provider who submits a claim on behalf of an insured or

pursuant to a professional provider’s contract with a health insurer that is

less than 90 days for contracted providers and 180 days for noncontracted

providers after the date of service, except as required by any state or

federal law or regulation. If a health insurer is not the primary payor under

coordination of benefits, the insurer shall not impose a deadline for

submitting supplemental or coordination of benefits claims to any
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secondary payor that is less than 90 days from the date of payment or date

of contest, denial, or notice from the primary payor. A health insurer that

denies a claim because it was filed beyond the claim filing deadline shall,

upon provider’s demonstration of good cause for the delay, accept and

adjudicate the claim according to Section 10123.13 or 10123.147,

whichever is applicable. This subdivision shall not alter or affect any

rights providers may have under any applicable statute of limitations or

antiforfeiture provisions available under the laws of the State of California.

(b)  Reimbursement requests for the overpayment of a claim shall not be

made, including requests made pursuant to Section 10123.145, unless a

written request for reimbursement is sent to the provider within 365 days

of the date of payment on the overpaid claim. The written notice shall

clearly identify the claim, the name of the patient, and the date of service,

and shall include a clear explanation of the basis upon which it is believed

the amount paid on the claim was in excess of the amount due, including

interest and penalties on the claim. The 365-day time limit shall not apply

if the overpayment was caused in whole or in part by fraud or

misrepresentation on the part of the provider.

(c)  The receipt of each claim shall be identified and acknowledged,

whether or not complete, and the recorded date of receipt shall be

disclosed in the same manner as the claim was submitted or provided

through an electronic means, by telephone, Web site, or another mutually

agreeable accessible method of notification, by which the provider may

readily confirm the insurer’s receipt of the claim and the recorded date of

receipt within 15 working days of the date of receipt of the claim by the

office designated to receive the claim.

If a claimant submits a claim to a health insurer using a claims

clearinghouse, its identification and acknowledgment to the clearinghouse

within the timeframes set forth above shall constitute compliance with this

section.

(d)  Beginning July 1, 2006, prior to contracting, annually thereafter on

or before the contract anniversary date, and in addition, upon the

contracted provider’s written request, the health insurer shall disclose to

contracting providers all of the following information in an electronic

format:

(1)  The amount of payment for each service to be provided under the

contract, including any fee schedules or other factors or units used in

determining the fees for each service. To the extent that reimbursement is

made pursuant to a specified fee schedule, the contract shall incorporate

that fee schedule by reference, including the year of the schedule. For any

proprietary fee schedule, the contract shall include sufficient detail that

payment amounts related to that fee schedule can be accurately predicted.

(2)  The detailed payment policies and rules and nonstandard coding

methodologies used to adjudicate claims, that shall, unless otherwise

prohibited by state law do all of the following:

(A)  When available, be consistent with Current Procedural

Terminology (CPT), and standards accepted by nationally recognized
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medical societies and organizations, federal regulatory bodies, and major

credentialing organizations.

(B)  Clearly and accurately state what is covered by any global payment

provisions for both professional and institutional services, any global

payment provisions for all services necessary as part of a course of

treatment in an institutional setting, and any other global arrangements

such as per diem hospital payments.

(C)  At a minimum, clearly and accurately state the policies regarding

all of the following:

(i)  Consolidation of multiple services or charges, and payment

adjustments due to coding changes.

(ii)  Reimbursement for multiple procedures.

(iii)  Reimbursement for assistant surgeons.

(iv)  Reimbursement for the administration of immunizations and

injectable medications.

(v)  Recognition of CPT modifiers.

The information disclosures required by this section shall be in

sufficient detail and in an understandable format that does not disclose

proprietary trade secret information or violate copyright law or patented

processes, so that a reasonable person with sufficient training, experience,

and competence in claims processing can determine the payment to be

made according to the terms of the contract.

A health insurer may disclose the fee schedules mandated by this

section through the use of a Web site so long as it provides written notice

to the contracted provider at least 45 days prior to implementing a Web

site transmission format or posting any changes to the information on the

Web site.
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September 9, 2005 

Honorable Arnold Schwarzenegger 
Governor of California 

Sacramento, CA 95814 

REPORT ON ENROLLED BILL 

S.B.634 SPEIER. HEALTH INSURANCE: CLAIMS PRACTICES. 

SUMMARY: See Legislative Counsel's Digest on the bill as adopted. 

FORM: Approved. 

CONSTITUTIONALITY: Approved. 

TITLE: 

CONFLICTS: 

Approved. 

This bill and Senate Bill No. 367, which is also before the 

Governor, would both add a Section 10133.66 to the 

Insurance Code with different substantive provisions that are 

not in conflict. 

The numbering of sections in statutes is a purely artificial and 

unessential arrangement resorted to for purposes of 
• 

convenience only (Estate of Bull (1908) 153 Cal. 715, 717). 

There is no constitutional or statutory provision that 

precludes the enactment of sections of the same number. 
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September 9, 2005 

Honorable Arnold Schwarzenegger 
Governor of California 

Sacramento, CA 95814 

REPORT ON ENROLLED BILL 

S.B.634 SPEIER. HEALTH INSURANCE: CLAIMS PRACTICES. 

SUMMARY: See Legislative Counsel's Digest on the bill as adopted. 

FORM: Approved. 

CONSTITUTIONALITY: Approved. 

TITLE: 

CONFLICTS: 

Approved. 

This bill and Senate Bill No. 367, which is also before the 

Governor, would both add a Section 10133.66 to the 

Insurance Code with different substantive provisions that are 

not in conflict. 

The numbering of sections in statutes is a purely artificial and 

unessential arrangement resorted to for purposes of 
• 

convenience only (Estate of Bull (1908) 153 Cal. 715, 717). 

There is no constitutional or statutory provision that 

precludes the enactment of sections of the same number. 
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LBD:vap 

Report on SB 0634 2005 - p. 2 

Thus, if both bills are chaptered, there will be two sections in 

the Insurance Code numbered 10133.66 that will both be 

given effect. 

Diane F. Boyer-Vine 

Legislative Counsel 

Linda B. Dozier 

Deputy Legislative Counsel 

Two copies to Honorable Jackie Speier 

pursuant to Joint Rule 34. 
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the Insurance Code numbered 10133.66 that will both be 

given effect. 

Diane F. Boyer-Vine 

Legislative Counsel 

Linda B. Dozier 

Deputy Legislative Counsel 

Two copies to Honorable Jackie Speier 

pursuant to Joint Rule 34. 
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SENATORJACkIE SPEIER 

COMMITTEES 

CHAIR 

Banking, Finance 
FAX (9J6) 327-2J86 

District Offices 

400 South EI Camino Real, Suite 630 

San Mateo, CA 94402 
TEL (650) 340-8840 

FAX (650) 340-J66J 

Hiram W.Johnson State Office Building 
455 Golden Gate Avenue, Suite 14200 

San Francisco, CA 94102 
TEL (4J5) 557-7857 

FAX (415) 557-7864 

September 21,2005 

REPRESENTING SAN FRANCISCO AND SAN MATEO COUNTIES 

The Honorable Arnold Schwarzenegger 
Governor of California 
State Capitol 
Sacramento, CA 95814 

Dear Governor Schwarzenegger, 

and Insurance 

Select Committee on 
Government Cost Control 

MEMBER 

Education 

Joint Committee on 
Legislative Audit 

SENATOR,SPElER@SEN.CA.GOV 

WWW.SEN.CA.GOV!SPEIER 

I respectfully request your signature on Senate Bill 634, which helps level the playing field for 
health insurers regulated by the Department of Insurance with the HMOs and PPOs (Preferred 
Provider Organizations) regulated by the Department of Managed Health Care. 

SB 634 amends the Health Care Provider Bill of Rights Act which helps ensure that health care 
providers are treated fairly by HMOs, PPOs and other types of health insurers. However, despite 
the provisions of this act, health care providers have fewer rights under the Department of 
Insurance than under the Department of Managed Health Care. Therefore, the provisions ofSB 
634 are needed bill to give similar rights to health care providers under both departments. It is 
modeled after DMHC regUlations which took effect in 2004. 

SB 634 would require health insurers under the Department of Insurance to inform policy 
holders about their potential out-of-pocket costs if they obtain services from an out-of-network 
provider. It also would require insurers under the Department of Insurance to inform providers 
of reimbursement terms prior to contracting, annually thereafter, and upon a provider's written 
request. The bill would also require insurers to acknowledge receipt of a provider claim and to 
payor respond to claims within specific timeframes and to show "good cause" if the deadlines 
are not to be met. The provisions would require insurers under the Department of Insurance to 
acknowledge receipt of a hard copies claim within 15 days and within 2 days for electronic 
claims, and to payor respond to a claim within 180 days of receipt for ,contracted providers and 
360 days for non-contracted providers. ' 
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The bill would also require repayment by the provider to an insurer of any amount overpaid to 
them within 365 days of original date of payment to the provider, and require intermediaries 
between insurers and providers to payor respond to a provider's claim within 180 days after 
receipt. 

It also requires insurers under the DOl to inform policy holders oftheir potential or actual costs 
if they use an out-of-network provider. The bill helps ensure that insurance companies will pay 
for care that they should pay for so that providers and patients are not left to foot the bill unfairly. 

There is no cost to the state associated with this bill, and there is no opposition on the bill; all 
sides have worked together to come to agreement on its provisions. The bill passed off of the 
Assembly Floor, out of both Assembly and Senate Health Committees unopposed with no "no" 
votes. 

The California Medical Association is the bill sponsor and it is supported by the California 
Academy of Ophthalmology; California Chiropractic Association; American College of 
Emergency Physicians, California Chapter; American College of Obstetricians and 
Gynecologists; American Federation of State, County and Municipal Employees; California 
Council of Community Mental Health Agencies; California Dental Association; California 
Hospital Association; California Optometric Association; California Podiatric Association; 
California Psychiatric Association; Mental Health Association of California; California 
Association of Anesthesiologists; Osteopathic Physicians and Surgeons of California, and; Peace 
Officer Research Association of California. 

I believe your signature will send the message that your administration is continuing the 
important work of ensuring a level playing field for all businesses, that health care providers are 
treated fairly regardless of which state entity regulates them, and that consumers should be better 
informed about the potential cost to them for receiving services from an out-of-network health 
care provider, prior to receiving those services. 

All the best, 

te Senate 
8th District 

KJS/ras 
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SEP-15-2005 THU 03:40 PM BILL BARNABY SR-JR 

Barnaby 
, Governmental 

~5: I~ . _ Relations 
IIIfW 

September 15, 2005 

The Honorable Arnold Schwarzenegger 
Governor 
State Capitol 
Sacramento) CA 95814 

RE: SB 634 - Health Insurance Claims Practices 
SUPPORT - California Society of Anesthesiologists 

Dear Governor Scbwarzenegger: 

FAX:9164481130 P. 002 

The California Society of Anesthesiologists (CSA) supports SB 634 (Speier) relative to health 
insurance claims practices and respectfully urges that you sign the bill into law. 

SB 635 would impose on health insurers regulated by the Department of Insurance (DOl) many of the 
claims and processing requirements imposed by existing law on managed care plans regulated by the 
Department of Managed Health Care (DMHC), As such, it will improve protections for both health 
care consumers and providers. 

As more and more consumers covered by managed care migrate from health plans under the 
jurisdiction of DMHC to DOl-regulated health insurers, it makes sense to equalize applicable 
regulatory rules. 

Your approval of SB 634 is respectfully requested. 

~o 
\ _J/~/i W~ k£11 

William E. Barnaby, Esq. ...../ 
CSA Legislative Counsel 

cc: Hon. Jackie Speier 
Brett Michelin, CMA 

1 iam E. Barnaby III, Esq. 
CSA Legislative Advocate \l 

rAIECE~VED 

SIEP 1 6 2005 

SPEIER 

Post Office Box 160445 . Sacramento, CA 95816-0445 ~ (916) 448-1125 . fax 448-1130 . wbamaby@wbarnaby.com 
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September 12, 2005 

The Honorable Arnold Schwarzenegger 
Governor, State of California 
State Capitol, First Floor 
Sacramento CA 95814 

RE: SB 634 (Speier); Request Signature 

Dear Governor Schwarzenegger: 

The Osteopathic Physicians and Surgeons of California (OPSC), which represents nearly 4,000 
DO physicians licensed to practice in the State, SUPPORTS SB 634 (Speier) and respectfully 
requests that you sign this measure. This measure declares legislative findings that preferred provider 
organizations and other entities regulated by the Department ofInsurance are not subject to many of the 
regulations to prevent unfair payment practices against health care providers. In addition, SB 634, 
sponsored by the California Medical Association, would extend many of the current protections afforded 
to providers in Department of Managed Health Care-regulated plans to products regulated by the 
Department ofInsurance. Such protections include disclosure of the fee schedule and policies an insurer 
uses to pay contracted providers and a prohibition against unreasonable claim deadlines for submitting 
such. 

This measure will give providers greater assurance that their claims are being handled properly and in a 
timely fashion. 

Again, OPSC respectfully requests that you sign SB 634. If you have any questions, please feel 
free to contact our office; 916.444.3568. 

Sincerely, 

r((~ 

Jackie A. Miller 
Legislative Advocate 

CC: The Honorable Jackie Speier, Member of the Senate 
Kathleen Creason, Executive Director, Osteopathic Physicians and Surgeons 

of California 

Government Relatioi1S + Association Management + Consulting 
One Capitol Mall, Suite 320, Sacramento, C/\ 9.'5814-3229 9 Hi.4'H.3568 fax 9J6.444.7462 W\V\v,am group.l.lS 
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C 
California Academy of Ophthalmology 

605 Market Street, Suite 1109, San Francisco, CA 94105 • Phone: (415) 777-3937 • Fax: (415) 777-1082 

September 7,2005 

The Honorable Arnold Schwarzenegger 
State Capitol, First Floor 
Sacramento, CA 95814 

Dear Governor Schwarzenegger: 

Re: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) respectfully requests your signature on SB 634. 

This bill will provide parity for patients and providers between the various insurance products regulated 
by both the Department of Managed Health Care (DMHC) and Department of Insurance (DOl). Patients 
will gain a better understanding of the financial obligations for their healthcare services and 
ophthalmologists will clearly understand what they will be paid and the method and manner of that 
payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity of care efforts 
contained in the companion measure SB 367 (Speier). 

If we can be of any further assistance, please contact me at (916) 446-4343. 

Sincerely, 

~vf~W'fo~~-
Bryce W.A. Docherty 
Legislative Advocate 

cc: The Honorable Jackie Speier 

SlEW» ([ 7 2005 
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. 1121 L Street, Suite 210 Griffin & Associates 
Sacramento, CA 95814 

Legislative & Governmental Advocacy 

9164489275 

FAX 916 448 9270 

www.mjgriffin.com 

August 31, 2005 

The Honorable Arnold Schwarzenegger 
Governor's Office 
State Capitol Building 
Sacramento, CA 95814 

RE: SB 634 (Speier) 
REQUEST FOR SIGNATURE 

Attn. Kacy Hlltchinson, Deputy Legislative Affairs Secretary 

Dear Governor Schwarzenegger: 

On behalf of our client, the California Association of Physician Groups (CAPG), I am respectfully submit 
a REQUEST FOR SIGNATURE on SB 634 (Speier). This bill imposes additional requirements on 
health insurers that enter into contracts with health care providers relative to the processing and payment 
of claims, which includes requiring the disclosure of specified information in electronic format to 
providers annually and upon a contracted provider's request. 

CAPG represents well over 140 multi-specialty medical groups and IPAs in California, ser,ving over, 
13 million patients throughout the state. These medical groups and IP As are among the most prestigious 
and well known i~1 California and are dedicated to providin.\S high-quality, cost-effective health care. 

CAPG believes that SB 634 will provide appropriate protections for both healthcare providers and their 
patients, similar to the requirements for health regulated plans by the Depmiment of Managed Health 
Care. 

For the~e reasons CAPGrespectfully urges that you SIGNSB 634. If you have any questions or 
concerns, I would be happy to meet with you or the members of your ~taff. 

SiT~)ferely, . /] ,~/J 

vlJi01~Ff{/)kif/--
Mary J. 9rr{fin,j:Prl~sident 1/ / 
Griffin & Asso.ciates . 

\- ~ 

cc: The Honorable Jackie Speier 
John Garamendi, Department ofInsurance • 
Sherrie Lowenstein, DMHC 
Cindy Ehnes, DMHC 
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August 5, 2005 

The Honorable Jackie Speier 
Member of the Senate 
State Capitol, Room 2032 
Sacramento CA 95814 

Dear Senator Speier: 

9164447462 TO 8176-3272186 P.02/02 

RE: SB 634 
opse Position: Support 

The Osteopathic Physicians and Surgeons of California (OPSC), which represents nearly 4,000 DO 
physicians licensed to practice in the State, supports your SB 634. This measure declares legislative 
findings that preferred provider organizations and other entities regulated by the Department of Insurance 
are not subject to many of the regulations to prevent unfair payment practices against health care 
providers. In addition, SB 634, sponsored by the California Medical Association, would extend many of 
the current protections afforded to providers in Department of Managed Health Care~regulated plans to 
products regulated by the Department ofInsurance. Such protections include disclosure of the fee 
schedule and policies an insurer uses to pay contracted providers and a prohibition against unreasonable 
claim deadlines for submitting such. 

This measure will give providers greater assurance that their claims are being handled properly and in a 
timely fashion. 

Again, OPSC is pleased to support SB 634. If you have any questions, please feel free to contact our 
office; 916.444.3568. 

Sincerely, 
11llrS' CEJ Vf,:~-: 1,',1' 

L<:~ /I '-11 

~a~ 
Jackie A. Miller 
Legislative Advocate 

CC: Deborah Keloh, Consultant, Assembly Health Committee 

AUG,!~! 2005 

Kathleen Creason, Executive Director, dsteopathic Physicians and Surgeons 
of California 

Governmen't 'Rela[ions • A.iI~ociatici~ Management. t Cons\llting 
One Capllol Mnl1, ::>utte ::no .. 'i:u:ramento, CA 9')13:14-3229 916.4+~.3568 fax l)l6.444,74ti2 ,,,ww.amgroup,u!> 
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07/14/2005 07:18 9154423209 PAGE 09/14 

LAW OFFICES 

To: All Members of the Assem.bly 

From: Barry Broa.d 
Shane Gusman 
Libby Sanchez i'li,' :) 

Date: Jnly 13,2005 

Re: SB 634 (Speier)--SUPPORT 

The California Podiatric Medical Association is in support of SB 634 by Senator 
Jackie Speier. 

SB 634' will create increased parity between Department of Insurance (DOI) 
regulated products and those regulated by the Depart:J:nent of Managed Health Care 
(DMHC). These protections include (1) the establishment of minimum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials; Clod (4) the disclosure to patients about the extent of 
their financial liability for the receipt of hea.lth care services Ul,.lder the policy. 

This bill will insure that providers treating patients who receive their health 
benefits under a poHcy of insurance ,regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be beneficial as well to health care consumers. 

On behalf of ePMA, we urge your "Aye" vote on SB 634. 

cc; Senator Speier 

ope·29-afl-cia 

1127 11th Street, Suite SOl 
l Sacramonto, CA 95814 

(9.16) 442.5999 
Fall. (916) 442-3209 
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JUN 2 9 2005 

California l\1edical Association 
Physicians dedicated to the health of Californians 

June 29, 2005 

The Honorable Wilma Chan, Chair 
Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assemblywoman Chan: 

Re: SB 634 (Speier) 
CMA Position: Support 

The California Medical Association is pleased to Sponsor Senate Bill 634 authored by Senator Speier. 
This bill will help end unfair payment pnictices by leveling the field for Department of Insurance (CDI) 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service 
plans. 

In 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to disruptions in the delivery of health care to patients and provided payment 
protection to physicians. Unfortunately, the CDI was not required to comply, leaving patients and their 
providers without equal protections. With the noticeable migration in the number of Californians insured 
by CDI regulated PPO's from DMHC plans the need for equity has intensified. 

SB 634 will clarify the fee schedules attached to each contract so that payment may be accurately 
predicted and reduce the need to adjudicate claims. This disclosure will help to remove the patient from 
disagreements between the insurer and the health care provider. The bill establishes a clear guideline for 
physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor/patient relationship. 

Further, this bill will increase parity for patients by establishing minimum claims deadlines for providers 
to help avoid inappropriate denial of covered benefits. The bill will ensure that claims that are submitted 
are appropriately acknowledged and identified by insurers to help ensure prompt payment. 

Finally, this bill will require an insurer to disclose to its patients the nature and extent of any financial 
liability if they choose to visit a doctor that is not contracted with their health insurance company. This is 
necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The California Medical Association respectfully requests your "AYE" vote. Should you have any 
questions please feel free to contact me at (916) 444-5532. 

Sincerely, 

fw1~ 
Brett Michelin 

cc: The Honorable Jackie Speier 
Members of the Assembly Health committee 
Deborah Kelch, Consultant, Assembly Health Conunittee 
Peter Anderson, Consultant, Assembly Republican Caucus 

Headquarters: 1201 J Street, Suite 200, Sacramento, CA 95814-2906·916.444.5532 
San Francisco office:. 221 Main Street, P.O.-Box 7690, San Francisco, CA 94120-7690 0 415.541.0900 
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Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 47 of 310

California Optolnetric Association 
Tim Hart· Director, Government & External Affairs Division 

2415 K Street Sacramento, Califomia 95816 
916.441.3990.Ext. 227· Fax: 916.448.1423· E-mail: timh@coavision.org 

June 29, 2005 

Hon. Wilma Chan 
Chairwoman, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento CA 95814 

RE: SENATE BILL 634 (SPEIER) 
As Amended in Senate May 10, 2005 

COA POSITION: SUPPORT 

Dear Madam Chairwoman: 

The California Optometric Association (COA), representing more than 2,600 licensed California 
Optometrists, supports Senate Bill 840 by Senator Jackie Speier. This bill will be heard in the 
Assembly Health Committee on Tuesday, July 5. 

This bill, sponsored by the California Medical Association, would add to the Insurance Code many of 
the statutory and regulatory claims-payment protections now afforded health care service plan 
providers by the Knox-Keene Act, as enforced by the Department of Managed Health Care, to 
members of preferred provider networks (PPOs) regulated by the Department of Insurance. 

Despite being trained and licensed as both primary and specialized eye care providers, optometrists 
have had difficulty obtaining admission to provider panels and networks, bothin the Knox-Keene and 
in the PPO/health indemnity environments. Passage of SB 634 will further extend the notion of fair 
play for all qualified health care providers, regardless of who the health care insurer is regulated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when the 
bill is taken up in committee. 

Tim Hart 
Director, Government & External Affairs 

TJH:me 
c: Ho~. Sheila James Kuehl 

Members, Assembly Health Conunittee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, California Medical Association. 
Cliff Berg, Govetmnental Advocates, Inc. 
Terence McHale, Aaron Read & Associates 

"Setting the standard in eye care" I ~ 

California Optolnetric Association 
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916.441.3990.Ext. 227· Fax: 916.448.1423· E-mail: timh@coavision.org 

June 29, 2005 

Hon. Wilma Chan 
Chairwoman, Assembly Health Committee 
State Capitol, Room 6005 
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Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, California Medical Association. 
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June 24, 2005 

TO: The Honorable Wilma Chan, Chair 
and Members of the Assembly Health Committee JUN 2 7 2005 

RE: Senate Bill 634 (Speier)-AFSCME SUPPORT 

The American Federation of State, County, and Municipal Employees (AFSCME), AFL-CIO, 
would like to inform you of our support of Senate Bill 634, as amended. 

Senate Bill 634 extend claim payment protection afforded to health care providers who 
deliver care to enrollees of health care service plans to providers who provide services to 
patients with health insurance policies. 

AFSCME supports this legislation that will provide protection to consumers and providers 
interacting with health insurers. Currently, health insurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide services under 
health plans. This legislation is essential to our State in order to align claim settlement 
practices of health insurers with those of health plans. 

Please join us in supporting Senate Bill 634. 

Should you have any questions regarding our position on this matter, you may contact me at 
your earliest convenience. AFSCME also reserves the right to change its position in the event 
of further amendments. 

Political Action Representative 

CC: Committee Consultant(s) 
JDBllw 

1121 L Street • Suite 904 • Sacramento, California 95814-3926 • (916) 441-1570 • (916) 441-3426 FAX 

American Federation of State, County and Municipal Employees, AFL-CiO @~'" \ LS 

June 24, 2005 
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Insurance have virtually no rights as compared with providers who provide services under 
health plans. This legislation is essential to our State in order to align claim settlement 
practices of health insurers with those of health plans. 
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American Federation of State, County and Municipal Employees, AFL-CiO @~'" \ LS 
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June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

.~ 
rlJ'Ill 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The California Hospital Association (CHA), which represents more than 400 hospitals supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department of Insurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department ofInsurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95814 • Trdephone: 916.443.7401 • Facsimile: 916.552.7596 • www.ca1hea1th.org 

Corpol'ate Members: Hospital Council of Northern and Centrul·Calilornia-, .Hospital Association or Southern California. and Healthcare Association of SUil Diego and Imperial Counties 

June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

.~ 
rlJ'Ill 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The California Hospital Association (CHA), which represents more than 400 hospitals supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department of Insurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department ofInsurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95814 • Trdephone: 916.443.7401 • Facsimile: 916.552.7596 • www.ca1hea1th.org 

Corpol'ate Members: Hospital Council of Northern and Centrul·Calilornia-, .Hospital Association or Southern California. and Healthcare Association of SUil Diego and Imperial Counties 
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c 
California Academy of Ophthalmology 

605 Market Street, Suite 11 09 • San Francisco, CA 94105-3213 • 415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

June 20, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

Ih~ECEJ 

JUN 202005 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed SB 634 and has adopted 
a position of "Support." This measure is being heard in the Assembly Health Committee 
on Tuesday, July 5, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department ofInsurance (DOl). Patients will gain a better understanding of the financial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). 

lfwe can be of any further assistance, please contact me at (916) 446-4343. 

Sincerely, 

1f~ 
Bryce W.A. Docherty 
Legislative Advocate 

cc: The Honorable Jackie Speier 
The Members ofthe Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 

. Peter Anderson, Consultant, Assembly Republican Caucus 
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e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 
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The Honorable Wilma Chan 
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what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
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cc: The Honorable Jackie Speier 
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Deborah Kelch, Consultant, Assembly Health Committee 
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05/15/2005 12:40 9154423209 BARRY BROAD 

LAW OFFICES OF BA!{RY BROAD 

To: All Members of the Assembly Health COltUuittt::e 

From.: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: June 16,2005 

'Re: SB 634 (Spder)-SUPPORT 

Rv E- C'''''~~V!E,[) ~l {l~:~ 

JUN 1 7 2005 

The California Podiatric Medical Association is jn support of SB '634 by Senator 
Jackie Speier. 

SB 634 will create increased parity between Department of Insurance (DO!) 
regulated products and those regulated by the Department of Managed Health Care 
(DMHC). These protections include (1) the establishment of minimum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providel·s can bill properly and avoid 
unnecessary claims delays/denials; and (4) the disclosure to patients about the extent of 
their financial liability for the receipt of health care services under the policy. 

This bill will insure that providers treating patients who receive their health 
benefits under a policy of insurance regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be beneticial as well to health care consmners. 

On behalf of CPMA, we urge your "Aye" vote on SB 634. 

cc: Senator Speier 

op~29-ll'l1·ci(l 

1127 1 t~n Strec~, Suite 501 
Sacramenro, eft. 95!H4 

, (9l6) 442-5999 
Fax (916) 442-3209 
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From: Michelle Bancroft 916-648-2738 To: Deborah Kelch Date: 6/15/2005 Time: 11: 14:36 AM 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

June 15,2005 

The Honorable Wilma Chan 
Chair, Assembly Health COlmnittee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RE: SUPPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Assemblymember Chan: 

The Califomia Chiropractic Association (CCA) is pleased to announce its SUppOlt for SB 634. Health 
maintenance organizations (HlVlOs) and prefened provider organizations (PPOs) regulated by the 
Depaltment of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to dismptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third palty payor. Unfoltunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare selvices are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that tllis practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of healthcare selvices, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to selvices rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

'Ve ask fOl' your aye vote. Thank you for' your' consideration 

If you have any questions, please contact CCA's Government Affairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

;/!/ /;7 /2 Jf/ 
)Ci-/L-r>i.-,d:. / :::1'/~?/ .. 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Committee 
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Shannon Smith-Crowle~ (916) 457-5217 p.3 

ACOG, District IX 
1425 River Park Drive, Suite 235 
Sacramento, California 95815 
(916) 920-8100 
FAX; (916) 920-8118 
email: district9@acog.org 

THE AMERICAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX WOMEN'S HEALTH CARE PHYSICIANS 

June 15, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College ofObstetncians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of Cali fomi a's women, supports Senate Bill 634, which 
will be heard in the Assembly Health Committee on July 5th. 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced for HMOs. As the market is shifting to more and more products being sold as insurance and regulated under 
the Department of Insurance, it makes sense to have similar protections regardless of regulator. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic condition which is sometimes elusive in the managed care world. Plans can make getting reimbursment, 
and knowing whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice 
by requiring more and more time and money be spent on contract management rather than patient care. There is no reason 
for Plans to withhold reimbursement and claims processing information other than to frustrate the physician's ability to hold 
the Plan accountable under the contract. More and more physicians are finally leaving PPO networks in frustration, which 
may ultimately be the only option for the physician but will leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports SB 634 and asks for your "aye" vote. 

Sincerely, 

~~~ 
. Shannon Smith-Crowley. JD, MHA 
Legislative Advocate 

cc: Assembly Health Members and Consultant 

CHAIR 
James A. Macer, MD 
10 Congress Street, #400 
Pasodena, CA 91105 

VICE CHAIR 
Prank R. Gamberdella, MD 
~04 W. Pueblo Street #201 
Santa Barbara, CA931 05 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550 Washington Street, #725 
Son Diego, CA 92103 

SECRETARY 
Betty Til, MD, MBA 
17922 Fitch 
Irvine, CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Cantershire Way 
Granite Boy, CA 95746 
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Sacramento, California 95815 
(916) 920-8100 
FAX; (916) 920-8118 
email: district9@acog.org 
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DISTRICT IX WOMEN'S HEALTH CARE PHYSICIANS 
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The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
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for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced for HMOs. As the market is shifting to more and more products being sold as insurance and regulated under 
the Department of Insurance, it makes sense to have similar protections regardless of regulator. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic condition which is sometimes elusive in the managed care world. Plans can make getting reimbursment, 
and knowing whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice 
by requiring more and more time and money be spent on contract management rather than patient care. There is no reason 
for Plans to withhold reimbursement and claims processing information other than to frustrate the physician's ability to hold 
the Plan accountable under the contract. More and more physicians are finally leaving PPO networks in frustration, which 
may ultimately be the only option for the physician but will leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports SB 634 and asks for your "aye" vote. 

Sincerely, 

~~~ 
. Shannon Smith-Crowley. JD, MHA 
Legislative Advocate 

cc: Assembly Health Members and Consultant 

CHAIR 
James A. Macer, MD 
10 Congress Street, #400 
Pasodena, CA 91105 

VICE CHAIR 
Prank R. Gamberdella, MD 
~04 W. Pueblo Street #201 
Santa Barbara, CA931 05 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550 Washington Street, #725 
Son Diego, CA 92103 

SECRETARY 
Betty Til, MD, MBA 
17922 Fitch 
Irvine, CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Cantershire Way 
Granite Boy, CA 95746 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 54 of 310

June 15, 2005 

The Honorable Jackie Speier 
State Capitol, Room 2032 
Sacramento, CA 95814 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

SENATon 

RE: SUPPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Senator Speier: 

The California Chiropractic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizations (HMOs) and preferred provider organizations (PPOs) regulated by the 
Department of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third party payor. Unfortunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that this practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of health care services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

If you have any questions, please contact CCA's Government Mfairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

//7 . /J ;/ 
X~(~·vj? Pt~£(~ .. -. 

Dennis R,Buckley, DC 
President 
cc: Assembly Health Committee 
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• 

• 

California Medical Association 
Physicians dedicated to the health of Californians 

May 25,2005 

TO: 

FROM: 

Members, California State Senate 

Brett Michelin, Associate Director 
Center for Government Relations 

RE: SB 634 (Speier) 

POSITION: SPONSOR 

FLOOR ALERT 

The California Medical Association is pleased to Sponsor Senate Bill 634 authored by 
Senator Speier. This bill will help end unfair payment practices by leveling the field for 
Department of Insurance (CD I) regulated health insurers and Department of Managed Health 
Care (DMHC) regulated health care service plans. Please note: All Opposition has been 
removed from this bill. 

In 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end 
unfair claims practices that contributed to disruptions in the delivery of health care to patients 
and provided payment protection to physicians. Unfortunately, the CDI was not required to 
comply, leaving patients and their providers without equal protections. With the noticeable 
migration in the number of Californians insured by CDI regulated PPO's from DMHC plans 
the need for equity has intensified. 

SB 634 will clarify the fee schedules attached to each contract so that payment may be 
accurately predicted and reduce the need to adjudicate claims. This disclosure will help to 
remove the patient from disagreements between the insurer and the health care provider. The 
bill establishes a clear guideline for physicians and surgeons to follow when discrepancies 
occur without adversely affecting the doctor/patient relationship. 

Further, this bill will increase parity for patients by establishing minimum claims deadlines 
for providers to help avoid inappropriate denial of covered benefits. The bill will ensure that 
claims that are submitted are appropriately acknowledged and identified by insurers to help 
ensure prompt payment. 

Finally, this bill will require an insurer to dis()lose to its patients the nature and extent of any 
fihancialliability if they choose to visit a doctor that is not contracted with their health 
insurance company. This is necessary so that a patient will fully recognize the ramifications 
of their choice of provider. 

• The California Medical Association respectfully requests your "AYE" vote when this bill is 
taken up on the Senate Floor. Should you have any questions please feel free to contact me 
at (916) 444-5532. 

Headquarters: 1201 J Street, Sacramento, CA 95814-2906' 916.444.5532 
San Francisco office: 221 Main Street, P.O. Box 7690, San Francisco, CA 94120-7690' 415.541.0900 
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• 

ASSOCIATION OF CALIFORNIA LIFE & HEALTH INSURANCE COMPANIES 

May 23, 2005 

Honorable Jackie Speier 
Member, State Senate 
State Capitol 
Sacramento, CA 95814 

RE: S8 634 (SPEIER) - REMOVAL OF OPPOSITION 

Dear Senator Speier: 

The Association of California Life and Health Insurance Companies has reviewed 
SB 634, as amended May 10th

, and are pleased to remove our opposition. We 
now view the bill as simply applying parity requirements between health care 
service plans regulated by the Department of Managed Health Care and health 
insurers regulated by the Department of Insurance with regards to provider 
payment practices. 

We are appreciative of your willingness to consider and address our concerns . 
With these amendments, ACLHIC is now neutral. 

Most Cordially, 

;h,~ ~'-
Anne Eowan 
Vice-President, Government Affairs 

cc David Wilkening, Senate Floor Analyses 
Tim Conaghan, Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison, Governor's Office 
Brett Michelin and Astrid Meghrigian, CMA 

1201 K Street· Suite 1820 • Sacramento, CA 95814· 916-442-3648 • fax 916-442-1730 
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California Optolnetric Association 

May 18, 2005 

TO: MEMBERS, CALIFORNIA STATE SENATE 

FROM: Tim Hart, Director, Government & External Affairs 
Cliff Berg, Governmental Advocates, Inc. 
Terence McHale, Aaron Read & Associates, LLC 

RE: SENATE BILL 634 (SPEIER) 
As Amended il1 Senate April 7, 2005 
COA POSITION: SUPPORT 

The California Optometric Association (COA), representing more than 2,600 licensed California 
Optometrists, is pleased to support Senate Bill 634, by Senator Jackie Speier. This bill is on the 
Senate Third Reading File. 

This bill, sponsored by the California Medical Association, would add to the Insurance Code 
many of the statutory and regulatory claims-payment protections now afforded health care 
service plan providers by the Knox-Keene Act, as enforced by the Department of Managed 
Health Care, to members of preferred provider networks (PPOs) regulated by the Department of 
Insurance. Specifically, SB 634 would require non-Knox-Keene health insurers to: 

• Establish clear claims-filing deadlines, to avoid unfair and inappropriate denials of claims. 

• Disclose the amounts to be paid to providers under a contract, so detenninations can be made 
as to whether contracted-for rates are appropriate and, if so, whether they're paid properly. 

• Disclose claims payment rules, enabling providers to bill accordingly to avoid delays in or 
denial of payment. 

• Disclose to policyholders the extent of their liability for services provided so they can make 
appropriate provider choices. 

Despite being trained and licensed as both primary and specialized eye care providers, 
optometrists have had difficulty obtaining admission to provider panels and networks, both in the 
Knox-Keene and in the PPO/health indemnity environments. Passage of SB 634 will further 
extend the notion of fair play for all qualified health care providers, regardless of who the health 
care insurer is regulated by. 

For these ,reasons, COA supports SB 634 and respectfully requests your "AYE" vote when 
the bill is taken up on the Senate Floor . 

"Setting the standard in eye care" 
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April 27, 2005 

The Honorable Jackie Speier 
State Capitol, Room 2032 
Sacramento, CA 95814 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

RE: SUPPORT - SB 634 (Speier - As amended 4-11-05) 
Dear Senator Speier: 

rRECEiVED 

APR 292005 

The California Chiropractic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizations (HMOs) and preferred provider organizations (PPOs) regulated by the 
Department of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent oftheir financial liability for their health care services . 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third party payor. Unfortunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that this practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of health care services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

If you have any questions, please contact CCA's Government Affairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 
// / ~ 1/ ,) /;J k_ li:XAvZ, /?t.:v. ~---

Dennis R..Buckley, DC 
President 
cc: Senate Health Committee 
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CALIF.PSYCH.ASSN. 9164426515 04/25 '05 15:04 NO.918 02/02 
. "".",,,.,,,-~ .... ,,,,-,,,,,",,,, .. 

CALIFORNIA PSYCHIATRIC ASSOCIATION 
1400 K STREET, SUITE 302, SACRAMENTO. CA 95814 

(916) 442-5196 .pAX (~)l6) 442-6515 caJpsych@calpsych.org 

.' April 25,2004 lRECltJVrED 

The Honorable Jackie Speier 
State Capitol Building, Room 2032 
Sacramento, CA 95814 
(916) ·327-2186 fax 

APR 2.6 2005 

Re: SUPPORT: SB 634 (Speier) - Protecti.on from Unfair Payment 
Practices 

Dear Senator Speier, 

Hearing: Tuesday, April 27,2005 
Senate Appropriations Committee 

I am pleased to inform you that tho Califomia Psychiatric A~sociation, which represents 
over 3500 psychiatric physicians, supports sa 634 which would provide physiclans 
protectiol1 from unfair HMO and PPO payment practices. 

Under existing law, HMOs and PPOs regulated by the Department of Managed Health 
Care (DMHC) are subject. t.o a host of regulations to prevent unfair payment practices 
against health care providers which don't apply to PPOs and other entities regulated by 
the Department of Insurance (DOl). This leaves providers and th~ir patients without 
protections found for products and services overseen hy UMJ IC 

SB 634 extends DMHC protections to products regulated by the Department of 
Insurance. These protections include disclosure of the lee schedule and payment rules the 
insurer use~ to pay contracted providers and a prohibitilm against unreasonable claims 
deadlines for submitting a claim. 

Fair payment practices is a m~ior step towards providing the access to care envisioned in 
AS 88 (Thomson 2000, mental health insurance parity) which is 110t now available. It 
will also help improve access to care generally, as physicians, who have fled managed 
care in the last decade may be induced to return if fair payment practices are guaranteed . 

• 

Sincerely. 

Randa: I Hagar, CPA Director ofOovernmentAffairs 
cc: Senate Banking and Insurance Committee Consultants 

Brett Michelin, California Medical Associatil'in 
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DATE: 

TO: 

FROM: 

RE: 

dC)jd' 

An affiliate of the National Mental Health Association, 
honored as the nation's "most cost-efficient health charity." 

- ~ magazine, December 1994 

Mental Health Association in California 
ll27 - llth Street, Suite 925, Sacramento, CA 95814 

tel: 916-557-ll67 • fax: 916-447-2350 • e-mail: mail@mhac.org • website: www.mhac.org 

MEMORANDUM 

April 25, 2005 

Honorable Jackie Speier 
Member, State Senate 

Rusty Selix, Executive Director 

HECE\\VED 

APR 2 {3 2005 

SEN/.\TOR JP'lCK1E SPEIER 

58 634 - Notice of Support from the Mental Health Association in 
California - Health insurance: claims practices. 

SB 634 will create increased parity between 001 and DMHC regulated products. 
Protections to be provided by the bill include: 

1. The establishment of minimum claims filing deadlines to avoid inappropriate denials 
of claims. 

2. The disclosure of the fee schedule, that is the amount of money providers will be paid 
under the contract, so that they can determine whether the contracted rates are 
appropriate, and if so, whether they are paid properly. 

3. The disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials. 

4. The disclosure to patients about the extent of their financial liability for the receipt of 
health care services under the policy so they understand the financial ramifications of 
their choice of provider. 

Physicians are hurt by the lack of protections under 001 regulated health plans leaving 
some patients with fewer options for access to health care by forcing physicians out of these 
PPO networks. 

For these reasons, the Mental Health Association in California strongly supports 58 
634. 

CC: Executive Directors of Member Agencies 
Senate Health Comm'ittee MelT)bers 
Committee Consultant 

1:IWPDATAIBili Positionsl05,06 BillsIMHACI050425_MHAC_SB 634_support.doc 
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health care services under the policy so they understand the financial ramifications of 
their choice of provider. 

Physicians are hurt by the lack of protections under 001 regulated health plans leaving 
some patients with fewer options for access to health care by forcing physicians out of these 
PPO networks. 

For these reasons, the Mental Health Association in California strongly supports 58 
634. 

CC: Executive Directors of Member Agencies 
Senate Health Comm'ittee MelT)bers 
Committee Consultant 
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claims practices. 
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California Medical Association 
Physicians dedicated to the health of Californians 

April 25, 2005 

Honorable Jackie Speier 
Califomia State Senate 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

HECEI\VED 

APR 2,6 2005 

~ENATOH JJ:\CKIE SPEIEH 

RE: SB 634 (Speier) 
CMA Position: Sponsor/Support 

The Califomia Medical Association is pleased to Sponsor SB 634, the Unfair Payment Prohibition Parity Act. 
This bill will end unfair payment practices by leveling the field between Department of Insurance (CD I) 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service 
plans. 

In 2000, the legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to dismptions in the delivery of health care to patients and provided payment 
protection to physicians. These regulations were implemented in 2004. Unforhmately, the CDI was not 
required to comply, leaving patients, and their providers, who are insllred by a plan under CDI authority 
without the same protections. With the noticeable migration in the number of Califomians insured by CDI 
regulated PPO's from DMHC plans the need for equity has intensified. 

This bill will increase parity for patients by establishing claims deadlines for providers to help avoid 
inappropriate denial of covered benefits. The CMA believes it is necessary to extend these deadlines for 
providers who are unable to submit claims due to confusion over the proper recipient ofthe claim. Further, the 
bill will ensure that claims that are submitted are appropriately aclmowledged and identified by insurers for the 
prompt payment of claims. 

Perhaps most importantly, SB 634 will clarify the fee schedules attached to each contract so that payment may 
be accurately predicted and reduce the need for adjudicated claims. This disclosure will help to remove the 
patient from disagreements between the insurer and the health care provider. This will establish a clear 
guideline for physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor patient relationship . 

. Finally, this bill will require an insurers to disclose to its patients the nature and extent of any financial 
liability. This is necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The Califomia Medical Association would like to thank you for authoring this important legislation. Parity 
between health care service plans and health insurers will equalize the protections that all patients and their 
health care providers deserve. Should you have any questions please feel free to contact me. 

Sincerely (, 

·i1wtt 1fAd~ 
Brett Michielin 
Associate Director 

cc: Members, Senate Health Committee 
Consultant, Senat~ Health Committee 
Consultant, Senate Rep~blican Caue,us 

Headquarters: 1201'1 Street, Suite 200, Sacramellto, CA 95814-2906 • 916.444.5532 
San Francisco office: 22111lain Street, P.O. Box 7690, San Francisco, CA 94120-7690·415.541.0900 
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ACOG. District IX 
1425 River Park Drive, Suite 235 
Sacramento, California 95815 
(916) 920-8100 
FAX: (916) 920-8118 
emal" district9@acog.org 

COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX 

April 18, 2005 

The Honorable Jackie Speier 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

Al)O '. 0 ,)I'lfllb r i\ j, '.) IJUU;'S 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College of Obstetricians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of California's women, supports Senate Bill 634, which 
will be heard in the Senate Banking, Finance and Insurance Committee on April 20th

• 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced. As the market is shifting to more and more products being sold as insurance and regulated under the 
Department of Insurance, it makes sense to have similar protections. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic, but sometime elusive, requirement in managed care. Plans often make getting reimbursed, and knowing 
whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice by requiring 
more and more time and money be spent on contract management rather than patient care. There is no reason for Plans to 
withhold reimbursement and claims processing information other than to frustrate the physician'S ability to hold the Plan 
accountable under the contract. More and more physicians are fmally leaving PPO networks in frustration, which may 
ultimately be the only option for the physician but will leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports and appreciates your efforts. 

Sincerely, 

Shannon Smith-Crowley, JD, MHA 
Legislative Advocate 

cc: Senate Banking, Finance and Insurance Committee Members and Consultant, Room 2032 
Senate Health Committee and Consultant, Room 2191 

CHAIR 
James A. Macer, MD 
10 Congress Street, #400 
Pasadena, CA 91105 

VICE CHAIR 
Frank R. Gamberdella, MD 
504 W. Pueblo Street #201 
Santa Barbara, CA 93105 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550 Washington Street, #725 
San Diego, CA 92103 

SECRETARY 
Betty Tu, MD, MBA 
17922 Fitch 

. Irvine, CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Cantershlre Way 
Granite Bay, CA 95746 
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ACOG, District IX 
1.425 River Park Drive, Suite 235 
Sacramento, California 95815 
(916) 920-8100 
FAX: (916) 920-811 B ' 
email: dlstrict9@ccog.org 

THE AMERICAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX WOMEN'S HEALTH CARE PHYSICIANS 

• 

April 14, 2005 

The Honorable Jackie Speier 
State Capito], Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College of Obstetricians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of California's women, supports Senate Bill 634, which 
will be heard in the Senate Banking, Finance and Insurance Committee on April 20th 

• 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced. As the market is shifting to more and more products being sold as insurance and regulated under the 
Department of Insurance,' it makes sense to have similar protections. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic, but sometime elusive, requirement in managed care. Plans often make getting reimbursed, and knowing 
wh~her reimbursement was the correct amount, a challenge, taking resources away from the medical practice by requiring 
more and more time and money be spent on contract management rather than patient care. There is no reason for Plans to 
withhold reimbursement and claims processing infonnation other than to frustrate the physician's ability to hold the Plan 
accountable under the contract. More and more physicians are finally leaving PPO networks in frustration, which may 
ultimately be the only option for the physician but will leave access for patients Jacking. 

This bHJ will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports and appreciates your efforts. 

R··· E(""'I};:!'\'JiEn Sincerely, 1 ,t:;:;, ,,,f f,=, I ..... -

~~ 
SIl nnon Smith-Crowley, lD, MHA • 
Legislative Advocate 

cc: Senate Banking, Finance and Insurance Committee Members and Consultant 

DISTRIO IX OFFICERS 2002-2005 

VICE CHAIR 
James A. Mocer, MD Frank R. Gornberdella, MD 

504 W. Pueblo Street #201 
Santo Barbara, CA 93105 

,IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MO 
550 Washington Street, #725 
Son Diego,CA 92103 

SECRETARY 
BettyTu, MD, MBA 
17922 Filch 
Irvine,CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Contershire Way 
Granite Bay, CA 95746 

10 Congress Street, #400 
Pasadena, CA 91105 
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CALIFORNIA DENTAL ASSOCIATION® 

April 14, 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB 634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is in support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, and Insurance Committee on April 
20,2005. 

SB 634 will place into statute various important protections for providers participating in 
preferred provider organizations (PPOs) and other entities licensed by the Department of 
Insurance that essentially match similar protections already in place for providers 
contracting with health care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, receive new claims, etc. 

Dentists who are participating providers for dental insurers and PPOs often are frustrated 
by the claims process, particularly when an insurer denies having received a claim and 
the dentist is forced to start the whole process over again. Among other things, this bill 
would require insurers to acknowledge receipt of electronic claims within two days, and 
paper claims within 15 days. While these and other related provisions contained in SB 
634 will not entirely prevent miscommunications, they should at least give providers 
greater assurance that their claims are being handled properly and in a timely fashion. 

We respectfully urge your Aye vote on SB 634. 

@~ 
APR 14 2005 

Manager, Legislative/Regulatory Affairs 

Cc: Ron Spingarn, Consultant, Senate Banking, Finance, & Insurance Committee 
Tim Conaghan, Senate Republican Caucus 

1201 K Street Mall 
Post Office Box 13749 
Sacramento, CA 95853-4749 

Telephone 
916/443-0505 
800/736-8702 

Fax 
Number 
916/443-2943 
www.cda.org 
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California Medical Association 
Physicians dedicated to the health of Californians 

April 14, 2005 

Honorable Jackie Speier, Chair 
Senate Banking, Finance, & Insurance 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier, 

IRECE~VED 

RE: SB 634 (Speier) 
CMA Position: Sponsor/Support 

The Califomia Medical Association is pleased to Sponsor SB 634, the Unfair Payment Prohibition Parity Act. 
This bill will end unfair payment practices by leveling the field between Department ofInsurance (CDI) 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service 
plans. 

In 2000, the legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to dismptions in the delivery of health care to patients and provided payment 
protection to physicians. These regulations were implemented in 2004. Unfortunately, the CDI was not 
required to comply, leaving patients, and their providers, who are insured by a plan under CDI authority 
without the same protectioris. With the noticeable migration in the number of Californians insured by CDr 
regulated PPO's from DMHC plans the need for eqUlt)! has intensified. 

This bill will increase parity for patients by establishing claims deadlines for providers to help avoid 
inappropriate denial of covered benefits. The CMA believes it is necessary to extend these deadlines for 
providers who are unable to submit claims due to confusion over the proper recipient of the claim. Further, the 
bill will ensure that claims that are submitted are appropriately aclmowledged and identified by insurers for the 
prompt payment of claims. 

(-Perhaps most importantly, SB 634 will clarify the fee schedules attached to each contract so that payment may 
) be accurately predicted and reduce the need for adjudicated claims. This disclosure will help to remove the 

(

patient from disagreements between the insurer and the health care provider. This will establish a clear 
guideline for physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor patient relationship. 

Finally, this bill will require an insurers to disclose to its patients the nature and extent of any financial 
liability. This is necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The California Medical Association would like to thank you for authoring this important legislation. Parity 
between health care service plans and health insurers will equalize the protections that all patients and their 
health care providers deserve. Should you have any questions please feel free to contact me. 

Sincerely 
I 

~~ 
Brett Michelin 
Associate Director 

cc: M~mbers, Senate Banking, Finance, & Insurance 
Consultant, Senate Banking, Finance, & Insurailce 
Consultant, Senate Republican CauQus . 

Headquarters: 120(J Street, Suite 200, Sacramelito, CA 95814-2906.916.444.5532 
San Francisco office: 221 :tylain Street, P.O. Box 7690, San Francisco, CA 94120-7690.415.541.0900 
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April 13, 2005 

The Honorable Jackie Speier, Chair 
Senate Banking, Finance and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

SUBJECT: SB 634 - SUPPORT 

Dear Senat~ F 

.~ 
rlJ'Ill 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

RECE~v:zr~) 

APR 13 2005 

SENATOR JACI{IE 8PEIEI~ 

The California Hospital Association (CHA), which represents more than 400 hospitals, is pleased 
to support SB 634. SB 634 will establish minimum claims filing deadlines to ensure provider 
claims are not denied arbitrarily by a health plan and require the disclosure of fee schedules and 
claims payment rules that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department of Insurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to heaJth insurers regulated by the Department ofInsurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

Sincerely, 

?!k!:£s 
Senior Vice President and Chief Legislative Advocate 

MG:tm 

~ 

cc: Honorable Members, Senate Banking, Finance and Insurance Committee 
Ron Spingarn, Consultant, Senate Banking, Finance and Insurance Committee 
Tim Conaghan, Consultant, Senate Republican Caucus 
Kacy Hutchison, Office of the Governor 

:1215 K Street, Suite 800, Sacramento, CA 95814 • Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.ca1health.org 

C~rpo/'ate lHell7bers: Hospital Council of Northc,rll an~ Central California, ~Jospitai Association of Southern California, and Healthcare Association of San Diego and Imperial Counties 
I 
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C 
California Academy of Ophthalmology 

605 Market Street, Suite 11 09 • San Francisco, CA 94105-32'13 .415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

April 12, 2005 

The Honorable Jackie Speier, Chair 
Banking, Finance and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed your bill, SB 634, and 
has adopted a position of "Support." This measure is being heard in the Senate Banking, 
Finance and Insurance Committee on Wednesday, April 20, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department of Insurance (DO I). Patients will gain a better understanding of the fmancial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). If we can be of any 
further assistance, please contact me at (916) 446-4343. 

Sincerely, 

Bryce W.A. Docherty 
Legislative Advocate 

cc: The Members of the Senate Banking, Finance and Idsurance Committee 
Ron Spingam, Consultant, Senate Banking, Finance and Insurance Committee 
Tim Conaghan, Consultant, Senate RepUblican Caucus 
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03/31/2005 12:38 9154423209 BARRY BROAD . 

LAW OfFICES OF BARRY aROAD 

To: All Members of1he Senate Health Committee 
All Members of the Senate Insurance Committee 

From: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: March 31,2005 

Re: SB 634 (Speiel')-SUPPORT 

PAGE 02/02 

The Caliibrnia Podiatric Medical Association is in support of SB 634 by Senator 
Jackie Speier. 

SB 634 will create increased parity between Department of Insl.lrance (DOl) 
regulated products and those regulated by the Department of Managed Health Care 
(DMHC). These protections include (1) the establishment of minimum claims filing 
deadljnes to avoid inappropriate denials of clailns; (2) the disclosure of the fee schedtlle 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials; and' (4) the disclosure to patients about the extent of 
their financial liability for the rec~ipt of health care services under fue policy. 

Thjs bill will insure that providers treating patients who receive their health 
benefits under a policy of insurance regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be beneficial as well to health care consumers. 

On behalf of ePMA, we urge your '~Aye?) vote on SB 634. 

cc: Senator Speier 

opc-29-aiI·cio 

,1127 11 rh S[r~et, Sui tl.: 501 

Sa~ramen[O. Ck 95814 
(916) 442-5999 

, Fax (916) 442-3209 
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(3)AUTHOR'S AMENDMENTS<c2> 

(3)Committee on Banking, Finance and Insurance 

April 08, 2005 [_] 

(5) Mr. President: The Chair of the Comm,i t tee on Banking, Finance and 
Insurance, to which was/were referred: 

[pc SB 597 

SB 634 

<pc;norm> 

[tlOf]Reports the same back with author's amendments with the 
recommendation: Amend, and re-refer to the committee. 

HISTORY ACTION CODE: 
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11702 
04/05105 02:58 PM 

RN 05 10748 PAGE 1 
Substantive 

AMENDMENTS TO SENATE BILL NO. 634 

Amendment 1 
In line 1 of the title, strike out "add Section 10133.66 to" and insert: 

amend Section 10604 of, and to add Section 10133.66 to, 

180 

360 

180 

Amendment 2 
On page 2, line 13, strike out "professional" 

Amendment 3 
On page 2, line 18, strike out "90" and insert: 

Amendment 4 
On page 2, line 18, strike out "180" and insert: 

Amendment 5 
On page 2, line 24, strike out "90" and insert: 

Amendment 6 
On page 2, line 31, after the period, insert: 

This subdivision shall not alter or affect any rights providers may have under any 
applicable statute of limitations or antiforfeiture provisions available under the laws 
of the State of California. 

Amenc4nent 7 
On page 3, line 25, strike out "initially upon" and insert: 

prior to 

-,"l' 
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11702 

Amendment 8 
On page 4, below line 35 insert: 

04/05105 02:58 PM 
RN 05 10748 PAGE 2 

Substantive 

SEC. 3. Section 10604 of the Insurance Code is amended to read: 
10604. The disclosure form shall include the following information, in 

concise and specific terms, relative to the disability insurance policy: 
(a) The applicable category or categories of coverage provided by the policy, 

from among the following: 
(1) Basic hospital expense coverage. 
(2) Basic medical-surgical expense coverage. 
(3) Hospital confinement indemnity coverage. 
(4) Major medical expense coverage. 
(5) Disability income protection coverage. 
(6) Accident only coverage. 
(7) Specified disease or specified accident coverage. 
(8) Such other categories as the commissioner may prescribe. 
(b) The principal benefits and coverage of the disability insurance policy. 
(c) The exceptions, reductions, and limitations that apply to such policy. 
(d) A summary, including a citation of the relevant contractual provisions, of 

the process used to authorize or deny payments for services under the coverage 
provided by the policy including coverage for subacute care, transitional inpatient 
care, or care provided in skilled nursing facilities. This subdivision shall only apply to 
policies of disability insurance that cover hospital, medical, or surgical expenses. 

(e) The full premium cost of such policy. 
(f) Any copayment, coinsurance, or deductible requirements that may be 

incurred by the insured or his family in obtaining coverage under the policy. 
(g) The nature and extent of the financialliabili that is, or that rna be, 

incurred D t e Insure or IS or er anll were care IS mis e a rOVl er that 
oes not ave a contract WI e Insurer to pravl e servIce at a ternatlve rates 0 

payment pursuant to Section 10133. 
(li) The terms under which the policy may be renewed by the insured, including 

any reservation by the insurer of any right to change premiums. 
W-
(i) A statement that the disclosure form is a summary only, and that the policy 

itself should be consulted to determine governing contractual provisions. 

-0-
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BILL NO: 
AUTHOR: 
AMENDED: 
HEARING DATE: 
FISCAL: 

CONSULTANT: 
Hansel/ ag 

SENATE HEALTH 
COMMITTEE ANALYSIS 
Senator Deborah V. Ortiz, Chair 

SB634 
Speier 
AprilU,2005 
April 27, 2005 
NonFiscal 

SUBJECT 

SENATE HEALTH & HUMAN 

SAy'E 
DO NOT REMOVE 

FROM FILE 

Health insurance: claims payment requirements 

SUMMARY 

The bill would extend certain claims payment protections afforded to health care 
providers who deliver care to enrollees of health care service plans (health plans) to 
providers who provide services to patients with health insurance policies. Requires 
greater disclosure to individual policyholders about their potential costs when obtaining 
services from a provider who does not have a contract with the insured's health insurer. 

ABSTRACT 

Existing law: 

S 
B 

6 
3 
4 

1. Provides for the licensure and regulation of health care service plans by the 
Department of Managed Health Care (DMHC) and for the licensure and regulation of 
health insurers by the Department ofInsurance (Department). 

2. Requires insurers issuing group or individual health insurance policies to reimburse 
each complete claim no later than 30 working days after receipt of the complete claim 
by the insurer. 

3. Allows an insurer to contest or deny a claim by notifying the provider claimant that 
the claim is being contested or denied within 30 working days after receipt of the 
complete claim. • 

4. Requires the commissioner to receive, investigate and respond to complaints and 
inquiries and, when warranted, to bring enforcement actions against insurers, 
including health insurers, as specified. 

5. Defines as an unfair practice on the part of a health insurer knowingly committing or 
performing with such frequency as to indicate a general business practice any unfair 
claims settlement practice, including failing to affitm or deny coverage of claims 

Continued---
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STAFF ANALYSIS OF SENATE BILL 634 (Speier) Page 2 

within a reasonable time or failing to provide promptly a reasonable explanation of 
the basis relied on for the denial of a claim. 

6. Requires health insurers to provide summary information about their health insurance 
policies on a standard disclosure form prescribed by the Insurance Commissioner. 

Existing DMHC regulations: 
1. Establish timelines and conditions governing how health plans (but not health 

insurers) reimburse contracting and non-contracting physicians and other health care 
providers, including the following: 

a. A health plan may not impose a deadline for receiving provider claims that for 
contracted providers is less than 90 days from the date of service and for non
contracted providers is less than 180 days from the date of service. 

b. A health plan that denies a claim because it was filed beyond the deadline must 
accept and adjudicate the claim according to certain procedures and timelines if 
the provider elects to use the plan's dispute resolution process and demonstrates 
good cause for the delay. 

c. A health plan may not request reimbursement for overpayment of a claim unless it 
sends a written request to the provider within 365 days of the date of payment of 
the over-paid claim. 

d. A health plan must acknowledge the receipt of each claim within two working 
days in case of an electronically submitted claim and within 15 working days in 
the case of a paper claim. 

e. A health plan must disclose the recorded date of receipt in the same manner as the 
claim was submitted or provide a mutually agreeable method of notification by 
which the provider can confirm the plan's receipt of the claim. 

f. A health plan must, initially upon contracting with a provider, annually thereafter, 
and upon a provider's request, provide in electronic format the provider's fee 
schedule and detailed payment policies used to adjudicate claims, as specified. 

2. Defines an unfair payment pattern any practice, policy, or procedure that results in 
repeated delays in the adjudication and correct reimbursement of provider claims, as 
defined. 

This bill: 
1. Establishes timelines and conditions governing reimbursement of contracted and non

contracted providers by health insurers that contract with providers for alternative 
rates of payment (PPO plans) that are substantially similar to those governing health 
plans, as in existing regulations described above, except for the following differences: 

a. a health insurer must not impose a deadline for receipt of a claim that is less than 
180 days for a contracted provider and 360 days for a non-contracted provider. 
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b. a health insurer must, prior to contracting with a provider, annually thereafter, and 
upon a provider's request, provide in electronic format the provider's fee schedule 
and detailed payment policies used to adjudicate claims, as specified. 

c. the bill would not alter or affect any rights providers may have under any 
applicable statute oflimitations or antiforfeiture provisions in state law. 

2. Requires a health insurer to state on its standard disclosure forms the nature and 
extent of the financial liability that may be incurred by the policyholder if care is 
furnished by a health care provider that does not have a contract with the insurer. 

FISCAL IMPACT 

Unknown costs to the Department to enforce the new claims payment and disclosure 
prOVISIOns. 

BACKGROUND AND DISCUSSION 

According to the author, the purpose of SB 634 is to provide similar protections for 
consumers and providers interacting with health insurers as those that already exist under 
health plans regulated by the DMHC. The author states that health care providers 
operating under health insurers regulated by the Department of Insurance have virtuall y 
no rights as compared with providers who provide services under health plans. The 
author further states that the Department could, but chooses not to, require insurers to pay 
providers in accordance with their agreements with providers. In addition, health 
insurance policyholders are often unaware oftheir potential out-of-pocket costs for 
obtaining care from a health insurer. The intentofthis bill is to align the claims 
settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health plans are 
applicable to health insurers regulated by the Department. For example, health plans and 
health insurers are both required to pay complete claims from providers within 
established timeframes and to pay interest penalties for late payments. However, others, 
including minimum deadlines for submission of claims and maximum deadlines for 
requests for overpayment from providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution processes, prohibitions against 
engaging in an unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health insurers. 

Arguments .in support 
Supporters argue that SB 634 will level the playing -field between the Department
regulated health insurers and DMHC-regulated health plans. Supporters note that 
legislation in 2000 required the DMHC to promulgate regulations to identify and end 
unfair claims practices that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, the Department was not required to comply, 
leaving patients and their providers associated with health insurers without the same 
protections. With the noticeable increase in the number of Californians insured by the 
Department-regulated insurers and PPOs the need for equity has intensified. Supporters 
argue that SB 634 contains a number overdue reforms; including establishment of claims 
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filing deadlines, disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health care services. 
Supporters argue that the bill would also protect patients from being involved in payment 
disputes between providers and insurers. 

Arguments in opposition 
In taking an oppose unless amended position, the Association of California Life and 
Health Insurance Companies (ACLHIC) states that while it does not oppose the 
application of some ofthe provider claims payment provisions that currently apply to 
health plans to health insurers, they have concerns about some provisions. In particular, 
the deadlines for submission of claims by providers proposed by the bill (180 and 360 
days, respectively, for contracted and non-contracted providers) are double for health 
plans, leaving insurers in the untenable position of waiting over six months for claims to 
be submitted by contracted providers and almost a year for non-contracting providers. In 
addition, ACHLIC argues that smaller health insurers do not have sufficient leverage to 
compel the entities they contract with to establish provider networks and reimbursement 
rates to disclose their fee schedules to providers as required by the bill, exposing the 
insurers to unfair claims practices violations. ACHLIC recommends that the bill be 
amended to require insurers to disclose the fee schedule they use. Finally, ACHLIC 
argues that placing detailed claims payment requirements in statute makes it difficult to 
modify the requirements, and notes that many of the requirements for health plans are 
established in regulations. 

COMMENTS AND QUESTIONS 

1. Deadlines for submission of claims. SB 634 provides that the deadlines for 
submission of claims to health insurers by providers shall be no less than 180 days for 
contracted providers and 360 days for non-contracted providers. Presently, the 
comparable deadlines for health plans under DMHC regulations are 90 and 180 days, 
respectively. lfthe goal of the bill is establishing greater parity between regulatory 
requirements for health insurers and health plans, what is the reason for the longer 
claims submission deadlines contained in this bill? 

2. Exclusion of some DMHC claims payment provisions. SB 634 incorporates some, 
but not all of the provider claims payment provisions that are applicable to health 
plans regulated by the DMHC. For example, specific provisions pertaining to unfair 
payment patterns (which as defined includes imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to properly handle and pay 95 
percent of claims over a defined time period, requests for medical records for more 
than a defined percentage of claims, and failure to contest or deny claims within 
statutorily defined time periods) and requirements to have fast and fair dispute 
resolution processes that are applicable to health plans are not included in the bill. 
Should additional claims protections available to providers serving health plans such 
as definitions of unfair payment patterns and requirements on plans to have fast and 
fair dispute resolution processes for providers be included in this bill? 

3. Workability of requirement to disclose fees and payment methods. Under the bill 
as drafted a health insurer must, prior' to contracting with a provider and annually 
thereafter provide in electronic fonnat the provider'·s fee schedule and detailed 
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payment policies used to adjudicate claims. As pointed out by health insurers, in 
some cases insurers' contract with intermediaries to develop provider networks and 
payment rates and the insurers may not be able to compel those intermediaries to 
disclose their payment rates, policies, and procedures. How does the author propose 
to address this problem? 

4. Technical Amendment. The disclosure form requirement in the bill, requiring 
insurers to provide information about the insured's financial liability for services that 
are furnished by providers who do not contract with the insurer, should be revised to 
amend the disclosure requirements for PPO insurance plans (Section 10123.12) as 
opposed to standard disability insurance plans. 

Related Bills 
• SB 364 (Perata): Allows an emergency physician who has a contract with a health 

plan, but does not have a contract with a medical group or other entity that has been 
assigned responsibility for paying claims by the health plan, to submit a claim to the 
plan, and requires the plan to pay the claim pursuant to the terms of the contract. 
Provides that a physician submitting a claim to a plan pursuant to the bill shall not bill 
the patient, except for copayments, deductibles, or other costs that are the 
responsibility of the patient. 

• SB 367 (Speier): Requires health insurers that contest or deny claims from providers 
to provide the legal and factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. Requires the department to 
implement new complaint procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a complaint that involves a 
health insurance policy within 30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations Committee. 

• SB 417 (Ortiz): Prohibits hospital-based health care providers from routinely billing 
patients who have health insurance in excess of applicable copayments, deductibles, 
or coinsurance unless the provider has first billed the health insurer and been denied 
payment. Requires DMHC to review individual provider complaints about unfair 
payment practices by health care service plans or their contractors and to take 
enforcement actions. Currently in Senate Appropriations Committee. 

• AB 1321 (Vee): Prohibits hospital-based anesthesiologists, radiologists, pathologists, 
and emergency room physicians, or a group of such physicians, from seeking 
payment for services, other than allowable copayments and deductibles; from 
individual enrollees of a health plan. Currently in Assembly Appropriations 
Committee. • 

Previous legislation 
• AB 1455 (Scott, Chapter 827, Statutes of 2000) and SB 1177 (Perata, Chapter 

825, Statutes of 2000): Prohibits health care service plans from engaging in an 
unfair payment pattern and authorizes the director to impose sanctions on plans that 
the director determines have engaged in an unfair payment pattern. Requires health 
care service plans to ensure that their dispute resolution programs are available to non 
contracting providers. . 
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Support: 

Oppose: 

POSITIONS 

California Medical Association (sponsor) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
American College of Obstetricians and Gynecologists 
California Chiropractic Association 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association in California 

Association of California Health and Life (unless amended) 
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• • SENATE HEALTH & HUMAN 
58 634 (Speier) - Health Insurance Provider PaymenJERvlcEs COMM1TEE 

Talking Points SAVE 
PROBLEM DO NOT REMOVE 

.FROM FILE 

• Providers - both contracted and non-contracted providers - under the DOl's 
health insurers have virtually no rights as compared with providers under 
DMHC's health plans 

• 001 could, but chooses not to, require or, at least, facilitate insurers paying 
providers for services provided to' patients in accordance with the agreement with 
contracted and non-contracted providers 

• Health insurance policy holders are often unaware of their potential out-of-pocket 
costs for obtaining care from a health insurer under the 001 

SOLUTION 

• SB 634 will provide similar protections for consumers and providers under health 
insurers regulated by the 001 as already exist for those under health plans 
regulated by DMHC 

• Regulations passed by DMHC in 2003, required by AB 1455, are used as the 
model for the terms in this bill and applies them to the 001 

SB 634: 

• Requires insurers to give notice to policy holders about their potential out-of
pocket costs if they obtain services from an out-of-network provider 

• Requires insurers to disclose terms of the provider's reimbursement prior to 
contracting with the provider, annually thereafter, and upon written a provider's 
written request 

• Requires insurers to acknowledge receipt of a provider's claim within 15 days for 
hard copy claims received and 2 days for electronic claims 

• Requires insurers to payor respond to reimbursement claims within 180 days of 
receipt of claim for contracted providers and 360 days for non-contracted 
providers: 

o Requires insurers to show "good cause" if these deadlines are not to be met 

• Requires intermediaries between insurers and providers to payor respond to a 
provider's claim within 180 days after receipt 

• Requires insurers that overpay providers request payment by the provider within 
365 days of original' date of p\3yment to the provider 

• • SENATE HEALTH & HUMAN 
58 634 (Speier) - Health Insurance Provider PaymenJERvlcEs COMM1TEE 

Talking Points SAVE 
PROBLEM DO NOT REMOVE 

.FROM FILE 

• Providers - both contracted and non-contracted providers - under the DOl's 
health insurers have virtually no rights as compared with providers under 
DMHC's health plans 

• 001 could, but chooses not to, require or, at least, facilitate insurers paying 
providers for services provided to' patients in accordance with the agreement with 
contracted and non-contracted providers 

• Health insurance policy holders are often unaware of their potential out-of-pocket 
costs for obtaining care from a health insurer under the 001 

SOLUTION 

• SB 634 will provide similar protections for consumers and providers under health 
insurers regulated by the 001 as already exist for those under health plans 
regulated by DMHC 

• Regulations passed by DMHC in 2003, required by AB 1455, are used as the 
model for the terms in this bill and applies them to the 001 

SB 634: 

• Requires insurers to give notice to policy holders about their potential out-of
pocket costs if they obtain services from an out-of-network provider 

• Requires insurers to disclose terms of the provider's reimbursement prior to 
contracting with the provider, annually thereafter, and upon written a provider's 
written request 

• Requires insurers to acknowledge receipt of a provider's claim within 15 days for 
hard copy claims received and 2 days for electronic claims 

• Requires insurers to payor respond to reimbursement claims within 180 days of 
receipt of claim for contracted providers and 360 days for non-contracted 
providers: 

o Requires insurers to show "good cause" if these deadlines are not to be met 

• Requires intermediaries between insurers and providers to payor respond to a 
provider's claim within 180 days after receipt 

• Requires insurers that overpay providers request payment by the provider within 
365 days of original' date of p\3yment to the provider 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 81 of 310

S8 634 (Speier) - Health Insurance Provider Payment 
Technical Summary 

Adds Section 1033.55 to the Insurance Code to: 

1. Prohibit deadlines be imposed by insurers for paying claims received from 
. a contracted by a provider that are less than 180 days after date of service 
or 360 days after the date of service from non-contracted providers within, 
except as required by state or federal law or regulation. 

2. Require that claims to be paid by an intermediary between the insurer and 
the provider that the insurer not impose a deadline less than 180 days 
from date of payment, contest, denial or notice from the intermediary 
payor. 

3. Require an insurer that contracts with a provider to pay a provider's claim 
filed after the deadline based upon demonstration of "good cause" by the 
provider regardless of whether the insurer or an intermediary entity is 
responsible as the primary payor of the claim. 

4. Clarify that the terms within this section will not alter or affect any rights 
providers may have under any applicable state statute of limitations or 
antiforfeiture provisions. 

5. Require reimbursement requests for overpayment of a provider's claim by 
an insurer be made only if a written request is sent to the provider within 
365 days of the Date of Payment on the claim. This time limit would not 
apply if the overpayment was caused in whole or in part by fraud or 
misrepresentation on the part of the provider. 

6. Specify the contents, such as patient name and date of service, of the 
written notice requirements sent by insurers to providers regarding receipt 

i of the provider reimbursement claims. 

7. Requires insurers to notify providers when their claim has been received. 
Specifies terms for the insurer to notify providers of the claim received, 
including claims received by an intermediary. Differentiates notice terms 
for claims received as hard copies, and those received electronically from 
a provider. 

8.· Requires insurers on or before January· 1, 2006, prior to contracting with a 
provider, annually thereafter, and upon written request from the provider, 
to disclose specified information in electronic format. 
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9. Requires disclosures under this section to be sufficiently detailed and 
understandable so as not to violate proprietary trade secrets, copyright 
laws or patented processes, according to a specified standard and notice 
requirements 

Amends Section 10604 of the Insurance Code to: 

1. Add a requirement for insurers to disclose the nature and extent of 
financial liability that is or may be incurred by the insured or his or her 
family where care is furnished by a non-contracted provider, a provider 
who does not have a contract with the policy holder's insurance company. 

9. Requires disclosures under this section to be sufficiently detailed and 
understandable so as not to violate proprietary trade secrets, copyright 
laws or patented processes, according to a specified standard and notice 
requirements 

Amends Section 10604 of the Insurance Code to: 

1. Add a requirement for insurers to disclose the nature and extent of 
financial liability that is or may be incurred by the insured or his or her 
family where care is furnished by a non-contracted provider, a provider 
who does not have a contract with the policy holder's insurance company. 
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THE A'Mc"Rl"CAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX 

April 18, 2005 

The Honorable Deborah Ortiz 
State Capitol, Room 5114 
Sacramento, CA 95814 

Dear Senator Ortiz: 

SENATE HEALTH & HUMAN 
SERVICES COMMITEE 

S . 
DO NOT REMOVE 

'FROM FILE 

WOMEN'S HEALTH CARE PHYSICIANS 

APR ·19 2005 

rese:nt1l1g more than 4600 California 
",,,'v,,,;;>", .. , dedil~at~)d to promoting the health of California's women,supports Senate Bill 634, which 

will be heard in the Senate Banking, Finance and Insurance Committee on April 20th
• 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced. As the market is shifting to more and more products being sold as insurance and regulated under the 
Department ofInsurance, it makes sense to have similar protections. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic, but sometime elusive, requirement in managed care. Plans often make getting reimbursed, and knowing 
whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice by requiring 
more and more time and money be spent on contract management rather than patient care. There is no reason for Plans to 
withhold reimbursement and claims processing information other than to frustrate the physician'S ability to hold the Plan 
accountable under the contract. More and more physicians are fmally leaving PPO networks in frustration, which may 
ultimately be the only option for the physician but will leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports and appreciates your efforts. 

Sincerely, 

Shannon Smith-Crowley, JD, MHA 
Legislative Advocate 

cc: Senat~ Banking, Finance and Insurance Committee Members and Consultant, Room 2032 
Senate Health Committee and Consultant, Room 2191· 

CHAIR 
James A. Macer, MD 
1 0 Cong ress Street, #400 
Pasadena, CA 91105 

VICE CHAIR 
Frank R. Gamberdella, MD 
504 W. Pueblo Street #201 
Santa Barbara, CA 93105 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
~50 Washington Street, #725 
San Diego, CA 921 03 

SECRETARY 
Betty Tu, MD, MBA 
17922 Fitch 
Irvine, CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Cantershire Way 
Granite Bay, CA 95746 
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03/31/2005 12:27 9154423209 BARRY BROAD 

LAW OrFICEs OF' BARRY BROAD 

To: All Members of the Senate Health Committee 
All Members of the Senate Insurance Cormnittee 

From: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: March 31, 2005 

Re: SB 634 (Speier)-SUPPORT 

PAGE 01/01 

The California Podiatric Medical Association is in support of SB 634 by Senator 
Jackie Speier. . 

SB 634 will create increased parity between Department of Insurance (DOl) 
regulated products and those regulated by the Department of Managed Health Care 
(DMBC). These protections include (1) the establishment of minimum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providers can bill properly and avoid 
l.U111ecessary claims delays/denials; and (4) the disclosure to patients about the extent of 
their iinancialliability for the rec~ipt of health care services under the policy. 

This bill will insure that providers treating patients Who receive th.eir health .I 
benefits under a policy of insurance regulated by DOr have the same rights as those 
treating patients subject to regulation of the DMHC. The establismnent of such parity 
will be beneficial as well to health care consumers. 

On behalf ofCPMA, we urge your "Aye" vote on SB 634. 

cc: Senator Speier 

ope-29-nfl-ciQ 

112; II eh S~rC~t, SUlee 501 
Sacramento, CA 95814 

(916) 442-5999 
F.ax (916)442-3209 
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SENATE HEALlli COMMmEF. 

,APR 252005 

DATE: April 25, 2005 

TO: Honorable Jackie Speier 
Member, State Senate 

,/ 

FROM: Rusty Selix, Executive Director 

RE: 58 634- Notice of Support from the California Council of 
Community Mental Health Agencies - Health insurance: 
claims practices. 

SB 634 will create increased parity between DOl and DMHC regulated 
products. Protections to be provided by the bill include: 

1. The establishment of minimum claims filing deadlines to avoid 
inappropriate denials of claims. 

2. The disclosure of the fee schedule, that is the amount of money 
providers will be paid under the contract, so that they can determine 
whether the contracted rates are appropriate, and if so, whether they 
are paid properly. 

3. The disclosure of claims payment rules so that providers can bill 
properly and avoid unnecessary claims delays/denials. 

4. The disclosure to patients about the extent of their financial liability for 
the receipt of health care services under the policy so they understand 
the financial ramifications of their choice of provider. 

Physicians are hurt by the lack of protections under DOl regulated health 
plans leaving some patients with fewer options for access to health care by 
forcing physicians out of these PPO networks. 

.. 
For these reasons, the California Council of Community Mental Health 
Agencies strongly supports 58 634. 

CC: Executiye Directors of Member Agencies 
Senate Health Cq,mli1ittee Members 
Committee Consultant , 

1127 - 11 th STREET 1:\gLflf~\~12'5'Sili~~~~~~Ef~WA\~,2.;1:r51ffXHA_SB 634_supportdoc 

(916).557-1166 FAlC.(91'6) 447-2350 EMAIL: mail@cccmha.org WEBSITE: www.cccmha.org 
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MAY 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

April 27, 2005 

The Honorable Deborah Ortiz 
Chair, Senate Health Committee 
State Capitol, Room 5114 
Sacramento, CA 95814 

SUPPORT 

RE: SUPPORT - SB 634 (Speier - As amended 4-11-05) 
Dear Senator Ortiz: 

n ., .... 

The California Chiropractic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizations (HMOs) and preferred provider organizations (PPOs) regulated by the 
Department of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third party payor. Unfortunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that this practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of healthcare services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

We ask for your aye vote. Thank you for your consideration 

If you have any questions, please contact CCA's Government Affairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

1/7 . /) /) ;j? 
l}:C~('{/e£ /?1'£A//-~ 

Dennis R. Buckley, DC 
President 
cc: Senate Health Committee 
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April 19., 2005 

Honorable Jackie Speier 
Member! State Senate 
State Capitol . 
Sacramento. CA 95814 

RE: sa 634 (SPEIER) - OPPOSE, UNLESS AMENDED 

Dear Senator Speier. 

RECE~VS.~~ 

APR 1. 9 2005 

The Association of California Life and Health Insurance Companies has reviewed 
S8 634, as amended April 11. which would impose similar provider claims 
protections in the Insurance Code as currently apply to health care service plans. 

As you know. health insurers have been regulated for years through the Fair 
Claims Settlement Practices regulations and statutes. Under those statutes and 
regulations, insureds are protected against insurer practices that would 
inappropriately reduce. deny or delay the payment of claims for covered benefits 
and impose stiff penalties for failure to meet those proscriptive requirements. 
These statutes and regulations include deadlines for acknowledging and paying 
claims to insureds. 

S8 634 would add to those already proscriptive requirements by applying 
additional requirements that were included in the DMHC regulations. While 
ACLHIC would not oppose the addition of some of those provisions, we have 
particular concerns regarding the following new provisions that will have a 
disproportionately negative impact on health insurers as contrasted to health 
care service plans: . 

Deadlines imposed are not on a parity basi.s. According to our conversations 
with the sponsors, the purpose of the bill is to enact parity prOVisions regarding 
provider claims between health insurerscand health plans. However. recent 
amendments would impose a stricter requirement on health insurers than health 
care service plans. Specifically, under the recently adopted AS 1455 (Scott) 
Unfair Provider Claims Practices regulations promulgated by the Department of 
Managed Health Care, health plans cannot impose deadlines for provider 
Submission of claims beyond 90 days for a contracted provider, and 180 days for 
a non-contracted provider. sa 634 would doubte that time frame only for health 
insurers, leaving health insurers in the untenable position of waiting over six 
months for claims to be submitted for contracting providers, and almost a year for 
non-contracting providers. We would oppose that inequity. 

1201 'K Street .. Suite 1820 .. Sacr.innento. CA 95814. 916-442-3649. fax 916-442-1730 
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.... __ ... ' 
Honorable Jackie Speier 
S6 634 - Opposition 
April 19, 2005 
Page 2 

Regulation of contracting entities through health insurers. S1L634 requires 
health insurers to ensure that the contracting agent through which they lease 
their networks disclose extensive fee schedules to the providers they contract 
with. While insurers could disclose the fee schedule themselves, they have no 
leverage over the network contractors through wh.om they might lease the 
network. Contracting agents establish PPO networks and negotiate the 
reimbursement rates themselves. Most of these contracting agents are not 
insurers and thus are not regulated un~er the Insurance Code. 

Larger health insurers directly contract with providers or their PPO networks 
because they have the financial wherewithal to do so, or they are already 
negotiating provider contracts under their health care service plan contracts. The 
smaller health insurance companies cannot do so. Further. they have nQ 
leverage to ensure that their contracting agent do .anything. The only leverage 
they have would be to cancel their contract, upsetting the entire network of 
literally thousands of providers, not to mention disrupting patient/provider 
relationships. Simply stated, these insurers do not represent a large enough 

'~ .. ' rt:1arket to compel these contracting agents to do anything. 

What this measure will do is impose a requirement that cannot be complied with, 
leaving the health insurer open to unfair claims practices violations. ACLHIC 
would strongly recommend that the bill be amended to require the insurers to 
disclose the fee schedule they use (within the parameters of protecting 
proprietary information). which they already have to identify when they send an 
evidence of benefits statement to the provider. 

Finally, ACLHIC would point out that the parity provisions envisioned in this bill 
are currently included in regulation, not statute, as they apply to health care 
service plans. Should any of the prOVisions of those regulations prove 
unworkable, it is far easier to change a regulation rather than a statute. sa 634 
would instead, as the proviSions would apply to insurers, enact those provisions 
through statute. For this reason, unreasonable deadlines should be 
reconsidered, even if they are already included in the DMHC regulations. An 
example of this is the requirement that health insurers acknowledge electronic 
claims form submissions within 2 days. Current law and regulations require 
acknowledgement within 15 days. Since insurers still haye 30 days to pay a 
claim, it is unclear why this stringent deadline for acknowledgment is necessary. 
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'~ .. ' rt:1arket to compel these contracting agents to do anything. 
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claim, it is unclear why this stringent deadline for acknowledgment is necessary. 
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This could have an inequitable impact on national companies that would need to 
install a separate function and software just to acknowledge these electronic 
claims from California. The opportunity for unintended delays and thus a pattern 
of unfair claims payment practices is obvious. Should the DMHC find that this 
deadline is unreasonable, they can amend their regulations. Insurers would be 
forced to seek passage of legislation, within the legislative calendar and 
timeframes, For this reason, SB 634 should prioriti;;!e those changes that are 
truly necessary to protect providers submitting claims for insureds, while deleting 
provisions that are not necessary, such as the two day acknowledgement 
deadline. 

As always, we appreciate your willingness to consider our views, 

Most Cordially, 

Anne Eowan 
Vice-President, Government Affairs 

cc Chairwoman and Members, Senate Health Committee 
Peter Hansel, Consultant 
Tim Conaghan. Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison, Governor's Office 
Senate Floor Analyses 
Brett Michelin and Astrid Meghrigian, CMA 
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California Academy of Ophthalmology 

605 Market Street, Suite 1109. San Francisco, CA 94105-3213 • 415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

April 12,2005 

The Honorable Jackie Speier, Chair 
Banking, Finance and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed your bill, SB 634, and 
has adopted a position of HSUppOrt. ,; This measure is being heard in the Senate Banking, 
Finance and Insurance Committee on Wednesday, April 20, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department of Insurance (DOl). Patients will gain a better understanding of the financial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). If we can be of any 
further assistance, please contact me at (916) 446-4343. 

Sincerely, 

Bryce W.A. Docherty 
Legislative Advocate 

cc; . The Members of the Senate Banking, Finance and Insurance Committee 
Ron Spingam. Consultant, Senate Banking, Finance and Insurance Comminee 
Tim Conaghan, Consultant, Senate Republican Caucus 
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CALIFORNIA DENTAL ASSOCIATION® 

April 14, 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB 634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is in support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, and Insurance Committee on April 
20,2005. 

SB 634 will place into statute various important protections for providers participating in 
preferred provider organizations (PPOs) and other entities licensed by the Department of 
Insurance that essentially match similar protections already in place for providers 
contracting with health care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, receive new claims, etc. 

Dentists who are participating providers for dental insurers and PPOs often are frustrated 
by the claims process, particularly when an insurer denies having received a claim and 
the dentist is forced to start the whole process over again. Among other things, this bill 
would require insurers to acknowledge receipt of electronic claims within two days, and 
paper claims within 15 days. While these and other related provisions contained in SB 
634 will not entirely prevent miscommunications, they should at least give providers 
greater assurance that their claims are being handled properly and in a timely fashion. 

We respectfully urge your Aye vote on SB 634. 

Sincerely, 

Edmund Carolan 
Manager, Legislative/Regulatory Affairs 

Cc: Ron Spingarn, Consultant, Senate ~anking, Finance, & Insurance Committee 
Tim Conaghan, Senate Republican Caucus 

1201 KStreet Mall 
Post Office Box 13749 
Sacramento, CA 95853-4749 

Telephone 
916/443-0505 
8001736-8702 

Fax 
Number 
916/443-2943 
www.cda.org 
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California Medical Association 
Physicians dedicated to the health of Californians 

April 25, 2005 

Honorable Jackie Speier 
California State Senate 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

5 (.005 APR 25 2005 

RE: SB 634 (Speier) 

CMA Position: sponsorlsupportSUPPORT 

The California Medical Association is pleased to Sponsor SB 634, the Unfair Payment Prohibition Parity Act. \ 
This bill will end unfair payment practices by leveling the field between Department ofInsurance (CD I) '\ 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service I 

plans. I 

In 2000, the legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to dismptions in the delivery of health care to patients and provided payment 
protection to physicians. These regulations were implemented in 2004. Unfortunately, the CDI was not 
required to comply, leaving patients, and their providers, who are insured by a plan under CDI authority 
without the same protections. With the noticeable migration in the number of Californians insured by CDI 
regulated PPO's from DMHC plans the need for equity has intensified. 

This bill will increase parity for patients by establishing claims deadlines for providers to help avoid" 
inappropriate denial of covered benefits. The CMA believes it is necessary to extend these deadlines for ") 
providers who are unable to submit claims due to confusion over the proper recipient of the claim. Further, the 
bill will ensure that claims that are submitted are appropriately acknowledged and identified by insurers for the 
prompt payment of claims. , 

Perhaps most importantly, SB 634 will clarify the fee schedules attached to each contract so that payment may 
be accurately predicted and reduce the need for adjudicated claims. This disclosure will help to remove the 
patient from disagreements between the insurer and the health care provider. This will establish a clear 
guideline for physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor patient relationship. 

Finally, this bill will require an insurers to disclose to its patients the nature and extent of any financial 
liability. This is necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The California Medical Association would like to thank you for authoring this important legislation. Parity 
between health care service plans and health insurers will equalize the protections that all patients and their 
health care providers deserve. Should you have any questions please feel free to contact me. 

Sincerely " 

1wttt~ 
Brett Michelin 
Associate Director 

cc: Members, Senate Health Committee 
Consultant, Senate Health COl11mitt~e 
Consultant, Senate Republican Caucus 

Headquarters: 1201 J Street, Suite 200, Sacramento, CA 95814-2906·916,444,5532 
San Francisco office: 221 Main Street, P.O"Box 7690, San Francisco, CA 94120-7690·415,541.0900 
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An affiliate of the National Mental Health Association, 

honored as the nation's "most cost-efficient health charity." 

- Monev magazine, December 1994 

Mental Health Association in California 
1127 - 11th Street, Suite 925, Sacramento, CA 95814 

...... ,.. tel: 916-557-1167 • fax: 916-447-2350 • e-mail: mail@mhac.org • website: www.mhac.org 
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MEMORANDUM SUPPORT 

DATE: 

TO: 

FROM: 

April 25, 2005 

Honorable Jackie Speier 
Member, State Senate 

Rusty Selix, Executive Director 

APR 25 2005 

RE: S8 634 - Notice of Support from the Mental Health Association in 
California - Health insurance: claims practices. 

SB 634 will create increased parity between 001 and DMHC regulated products. 
Protections to be provided by the bill include: 

1. The establishment of minimum claims filing deadlines to avoid inappropriate denials 
of claims. 

2. The disclosure of the fee schedule, that is the amount of money providers will be paid 
under the contract, so that they can determine whether the contracted rates are 
appropriate, and if so, whether they are paid properly. 

3. The disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials. 

4. The disclosure to patients about the extent of their financial liability for the receipt of 
health care services under the policy so they understand the financial ramifications of 
their choice of provider. 

Physicians are hurt by the lack of protections under 001 regulated health plans leaving 
some patients with fewer options for access to health care by forcing physicians out of these 
PPO networks. 

For these reasons, the Mental Health Association in California strongly supports 58 
634. 

CC: Executive Directors of Member Agencies 
Senate Health Committee Members 
Committee ConSUltant 

1:IWPDATAIBili Positionsl05-06 BillsIMHACI050425_MHAC_SB 634_support.doc 
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April 27, 2004 SUPPORT 

The Honorable Jackje Speier 
APR 27 2005 

State Capitol Building, Room 2032 
Sacramento, CA 95814 
(916) 445-327-2186 fax 

Re: SUPPORT: ,SB 634 (Speier) ~ Protection from UnfairPaymen! 
Practices 

Dear Senator Speier, 

Hearing: Tuesday, May 4, 2005 
Senate Health Committee 

I am pleased tt) infonn you that the California Psychiatric Association, which represents 
over 3500 psychiatric physicians, supports S13 634 which would provide physicians 
protection from unfair HMO and PPO payment practices" 

Under existing law, HMOs and PPOs reglllated by the Department of Managed Health 
Care (DMHC) arc subject to a host of regulations to p:revent unfair payment practices 
against health care providers and which don ~t apply to PPOs and other entities regulated 
by the Department ofInsurance (DOl). This ,leaves providers and their patients without 
protections found for products and services overseen by DMHC. 

SB 634 extends DMHC protections to products regulated by the Department of 
Insurance. These protections include disclosure of the fee schedule and payment rules the 
in~urer uses to pay contracted providers and a prohibition against unreasonable claims 
deadlines for submitting a claim. 

Fair payment practices is a major step towards providing the access to care envisioned in 
An 88 (Thomson 2000, mental health insurance parity) which is not now available. 

Randall Hagar, CPA Director of Govemment Affairs 
cc: Senate !-Iealth Committee Consultants 
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SUPPORT 

April 25, 2005 

The Honorable Deborah Ortiz, Chair 
Senate Health Committee 
State Capitol, Room 5114 
Sacramento, CA 95814 

SUBJECT: SB 634 -"U~PO~ 

Dear Senato~ ~I 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

_., 

APR 25 2005 

The Califomia Hospital Association (CHA), which represents more than 400 hospitals, is pleased 
to support SB 634. SB 634 will establish minimum claims filing deadlines to ensure provider 
claims are not denied arbitrarily by a health plan and require the disclosure of fee schedules and 
claims payment mles that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department of Insurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department ofInsurance. 

For the above reasons, CHA requests.your "aye" vote on SB 634. 

Sincerely, 

!!~os 
Senior Vice President and Chief Legislative Advocate 

MG:tm 

cc: 

• • 

Honorable Members, Senate Health Committee' 
Peter Hansel, Consultant, Senate Health Committee 
Tim Conaghan, Consultant, Senate Republican Caucus 
Kacy Hutchison, Office of the Govemor 

. 1215 K Street, Suite 800, Sacramento, CA 95814 • Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.ca1health.org 
CO/parofe Alembcrs: Hospital Council of North"ern ai1d C9rtt.m1. Ca-tif~rnia,' Hospi'tal Associatipl1 of Southern California, and Healthcare Association of San Diego and lmperial Counties 
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Apr 20 05 01;19p Randlett/Nelson Associate 9184481111 
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102011'" Stree1, Ste. 310 
Sacrar.1ento, CA 95814 

Tel: (916) 325-5455' Fax: (916) 325-5459 
Toll-free: (BOO) 735-2237 

Email: calacep@calacep.org 
Website: www.calacep.org 

April 18,2005 

The Honorable Jackie Speier 
California State Senate 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier, 

AMERICAN COLLEGE OF EMERGENCY PHYSICIANS 

STATE CHAPTER OF CALIFORNIA, INC, 

SUPPORT 

APR 21 2005 

On behalf of the California Chapter, American College of Emergency Physicians (CALI ACEP), I 
would like to express oLir support of your unfair payment prohibition parity legislation, SB 634. 

Currently, the AB 1455 regulations issued by the Department of Managed Health Care (DMHC) 
only cover PPOs that are regulated by DMHC. These regulations do not cover PPOs that fall 
under the regulatory authority of the Department of Insurance (DOl). SB 634 wou ld create more 
parity between health insurance products regulated by DMHC and DOl. CALiACEP feels that 
since there is little difference between the products it makes good sense to create consistency 
benveen the two departments. This consistency will help ensure that providers have the same 
rights when it comes to treating patients ill a PPO product regardless of whether DMHC or DOl 
regulates those products. 

SB 634 would also require the health plan to disclose the extent of the financial liability tl1at may 
be incurred by an insured if a non-contracted provider treats them. CALiACEP believes this 
provision is important to keep the insured educated on what their potential exposure might be 
when treated by a non-contracted provider. 

CALIACEP looks forward to working with you on this bill to ensure its passage. 

Best R7~:rdS/" /~,.'2." 
j/ 'c2/l' ft···.... ,', ".... '/' ...... ,~.,...:.l I 

Paul Kivela, MD, MBA, FACEP 
President. CALI ACEP 

Cc: Members, Senate Banking, Finance, and Insurance Committee 
Members, Senate Health Committee 
Brett Michelin, CMA 
James E Randlett, Randlett'Nelson Associates 
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Health Ner 

April 29, 2005 

Hon. Deborah Ortiz 
Chair, Senate Committee on Health 
State Capitol 
Sacramento, CA 95814 

RE: SB 364 (perata)-Oppose 

Dear Deborah: 

!APR .:' 92005 

SENATE HEALTH & HUMAN 

s'CES COMMIE, 

DO NOT REMOVE 
FROM FILE 

Health Net, Inc. 
1201 K Street, Suite 1815 
Sacramento, California 95814 
Phone 916.557.1138 

MAY 02 2005 

Health Net opposes SB 364, which would interfere with contracts between health plans and 
medical groups for the payment of emergency service claims by physicians. 

SB 364 would prohibit a health plan from delegating the responsibility to a contracting medical 
group to adjudicate and pay emergency services claims from emergency physicians who have 
contracts with health plans. Based on prt:!vious conversations with your sponsors, it appears that 
this provision is based on the premise that medical groups are incompetent or unwilling to pay 
legitimate emergency room claims. During a meeting with the sponsors of your legislation from 
last session, one of the emergency room physicians present stated his belief that no medical group 
em'. adequ,,".tely pay emergenr:.y [00111 chitns. W P.: reject the qrgument that medical groups do not 
and cannot properly pay claims for emergency services. 

The sponsors have added intent and statutory language regarding balance billing that is next to 
worthless. The Knox-Keene Act already requires contracts between plans and providers to 
prohibit balance billing. 

For these reasons Health Net opposes SB 364 and will request a "no" vote in the Senate 
Committee on Health. 

cc: Members, Senate Committee on Health 
Peter Hansel, Consultant, Senate Committee on Health 
Tim Conaghan, Senate Republican Caucus 
Kacy Hutchison, Governor's Office 
Sherrie Lowenstein, DMHC 
Bill Wehrle, CARP 
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ASSOCIATION OF C.'\LlFORNIA LIFE & HEALTH INslJRANCn COM,PAl"IES 

April 19, 2005 

Honorable Jackie Speier 
Member, State Senate 
State Capitol 
Sacramento, CA 95814 

OPPOSE 

RE: SB 634 (SPEIER) - OPPOSE, UNLESS AMENDED 

Dear Senator Speier: 

APR 20 2DDS 

The Association of California Life and Health Insurance Companies has reviewed 
S8 634, as amended April 11, which would impose similar provider claims 
protections in the Insurance Code as currently apply to health care service plans. 

As you know, health insurers have been regulated for years through the Fair 
Claims Settlement Practices regulations and statutes. Under those statutes and 
regulations, insureds are protected against insurer practices that would 
inappropriately reduce, deny or delay the payment of claims for covered benefits 
and impose stiff penalties for failure to meet those proscriptive requirements. 
These statutes and regulations include deadlines for acknowledging and paying 
claims to insureds. 

S8 634 would add to those already proscriptive requirements by applying 
additional requirements that were included in the DMHC regulations. While 
ACLHIC would not oppose the addition of some of those provisions, we have 
particular concerns regarding the following new provisions that will have a 
disproportionately negative impact on health insurers as contrasted to health 
care service plans: 

Deadlines imposed are not on a parity basis. According to our conversations 
with the sponsors, the purpose of the bill is to enact parity provisions regarding 
provider claims between health insurers and health plans. However, recent 
amendments would impose a stricter requirement on health insurers than health 
care service plans. Specifically, under the recently adopted AB 1455 (Scott) 
Unfair Provider Claims Practices regulations promulgated by the Department of 
Managed Health Care, health plans cannot impose deadlines for provider 
submission of claims beyond 90 days for a contracted provider, and 180 days for 
a non-contracted provider. SB 634 would double that time frame only for health 
insurers, leaving health insurers in the untenable position of waiting over six 
months for claims to be submitted for contracting providers, and almost a year for 
non-contracting providers. We would oppose that inequity. 

1201. K Street· Suite 1820 • Sacr.amento, CA 95814·916-442-3648· fax 916-442-1730 
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Honorable Jackie Speier 
S8 634 - Opposition 
April 19, 2005 
Page 2 

ACLHIC 

Regulation of contracting entities through health insurers. S8 634 requires 
health insurers to ensure that the contracting agent through which they lease 
their networks disclose extensive fee schedules to the providers they contract 
with. While insurers could disclose the fee schedule themselves, they have no 
leverage over the network contractors through whom they might lease the 
network. Contracting agents establish PPO networks and negotiate the 
reimbursement rates themselves. Most of these contracting agents are not 
insurers and thus are not regulated under the Insurance Code. 

Larger health insurers directly contract with providers or their PPO networks 
because they have the financial wherewithal to do so, or they are already 
negotiating provider contracts under their health care service plan contracts. The 
smaller health insurance companies cannot do so. Further, they have nq 
leverage to ensure that their contracting agent do anything. The only leverage 
they have would be to cancel their contract, upsetting the entire network of 
literally thousands of providers, not to mention disrupting patienUprovider 
relationships. Simply stated, these insurers do not represent a large enough 
market to compel these contracting agents to do anything. 

What this measure will do is impose a requirement that cannot be complied with, 
leaving the health insurer open to unfair claims practices violations. ACLHIC 
would strongly recommend that the bill be amended to require the insurers to 
disclose the fee schedule they use (within the parameters of protecting 
proprietary information), which they already have to identify when they send an 
evidence of benefits statement to the provider. 

Finally, ACLHIC would point out that the parity provisions envisioned in this bill 
are currently included in regulation, not statute, as they apply to health care 
service plans. Should any of the provisions of those regulations prove 
unworkable, it is far easier to change a regulation rather than a statute. S8634 
would instead) as the provisions would apply to insurers, enact those proVisions 
through statute. For this reason, unreasonable deadlines should be 
reconsidered, even if they are already included in the DMHC regulations. An 
example of this is the requirement that health insurers acknowledge electronic 
claims form submissions within 2 days. Current law and regulations require 
acknowledgement within 15 days. Si'hce insurers still have 30 days to pay a 
claim, it is unclear why this stringent deadlin~ for acknowiedgment is necessary. 
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Honorable Jackie Speier 
SB 634 - Oppositio'n 
April 19, 2005 
Page 2 

This could have an inequitable impact on national companies that would need to 
install a separate function and software just to acknowledge these electronic 
claims from California. The opportunity for unintended delays and thus a pattern 
of unfair claims payment practices is obvious. Should the DMHC find that this 
deadline is unreasonable, they can amend their regulations. Insurers would be 
forced to seek passage of legislation, within the legislative calendar and 
timeframes; For this reason, SB 634 should prioritize those changes that are 
truly necessary to protect providers submitting claims for insureds, while deleting 
prOVisions that are not necessary, such as the two day acknowledgement 
deadline. 

As always, we appreciate your willingness to consider our views. 

Most Cordially, 

Anne Eowan 
Vice-President, Government Affairs 

cc Chairwoman and Members, Senate Health Committee 
Peter Hansel, Consultant 
Tim Conaghan, Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison. Governor's Office 
Senate Floor Analyses 
Brett Michelin and Astrid Meghrigian, CMA 
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• 
SENATE RULES COMMITTEE 
Office of Senate Floor Analyses 
1020 N Street, Suite 524 
(916) 445-6614 Fax: (916) 327-4478 

THIRD READING 

Bill No: SB 634 
Author: Speier (D) 
Amended: 5/1 0105 
Vote: 21 

SB 634 

SENATE BANKING, FINANCE, AND INS. COMMITTEE: 9-1,4/20105 
AYES: Speier, Cox, Denham, Figueroa, Lowenthal, Machado, Maldonado, 

Ortiz, Scott 
NOES: Hollingsworth 
NO VOTE RECORDED: Murray 

SENATE{l?ALTH COMMITTEE: 8-0,5/4/05 
AYES: Ortiz, Runner, Aanestad, Alquist, Chesbro, Cox, Kuehl, Vincent 
NO VOTE RECORDED: Figueroa, Maldonado, Romero 

SUBJECT: Health insurance: claims practices 

SOURCE: California Medical Association 

~( '1/(5)(. 
DIGEST: This bill extends certain claims payment protections afforded to 
health care providers who deliver care to enrollees of health care service 
plans to providers who provide services to patients with health insurance 
policies. Requires greater disclosure to individual policyholders about their 
potential costs when obtaining services from a provider who does not have a 
contract with the insured's health insurer. 

ANALYSIS: Existing law provides for regulation of health insurers by the 
Insurance Commissioner. Existing law, known as the Health Care Providers 
Bill of Rights, imposes certain requirements and prohibitions on the 
relationship between providers of ' health care services and health insurers 
relative to alternative rates of payment inade by insurers on behalf of 
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• 
SB 634 
Page 2 

covered insureds. Existing law also require health insurance disclosure 
forms to be provided to insureds, and requires those disclosure forms to 
contain specified information. 

This bill:~ J~~''-'s 7 /~ /66 

1. Establishes timelines and conditions governing reimbursement of 
contracted and non-contracted providers by health insurers that contract 
with providers for alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as in existing 
regulations, except for the following differences: 

A. A health insurer must not impose a deadline for receipt of a claim 
that is lees than 90 days for a contracted provider and 180 days for a 
non-contracted provider. 

B. A health insurer must, prior to contracting with a provider, annually' 
thereafter, and upon a provider's request, provide in electronic format 
the provider's fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

C. Will not alter or affect any rights providers may have under any 
applicable statute of limitations or anti-forfeiture provisions in state 
law. 

2. Requires the health insurance policy or self-insured employer welfare 
benefit plan disclosure forms to insured and enrollees to contain the 
nature and extent of the financial liability that is or may be incurred by 
the insured, enrollee, or his or her family, where care is furnished by a 
provider that does not have a contract with the insurer or plan to provide 
services at an alternative rate of payment. 

Background 

• 
According to the author's office, the purpose of this bill is to provide similar 
protections for consumers and providers interaCting with health insurers as 
those that already exist under health plans regulated by the Department of 
Managed Health Care (DMHC). The author's office states that health care 
providers operating under health insurers regulated by the Department of 
Insurance have virtually no rights',as compared with providers who provide 
services under health plans. The author's office further states that DOl 
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SB 634 
Page 3 

could, but chooses not to, require insurers to pay providers in accordance 
with their agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the 
claims settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health 
plans are applicable to health insurers regulated by the DOr. For example, 
health plans and health insurers are both required to pay complete claims 
from providers within established timeframes and to pay interest penalties 
for late payments. However, others, including minimum deadlines for 
submissions of claims and maximum deadlines for requests for overpayment 
from providers, deadlines for aclmowledgment of claims, requirements to 
have fast and fair dispute resolution processes, prohibitions against engaging 
in unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health 
Insurers. 

Related Legislation 

Related bills this session include SB 364 (Perata), SB 367 (Speier), SB 417 
(Ortiz), and AB 1321 (Yee). 

FISCAL EFFECT: Appropriation: No Fiscal Com.: No Local: No 

SUPPORT: (Verified 5/1 0/05) 

California Medical Association (source) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
American College of Obstetricians and Gynecologists 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association of California 
California Association of Anethesiologists 
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Related Legislation 

Related bills this session include SB 364 (Perata), SB 367 (Speier), SB 417 
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FISCAL EFFECT: Appropriation: No Fiscal Com.: No Local: No 

SUPPORT: (Verified 5/1 0/05) 

California Medical Association (source) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
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ARGUMENTS IN SUPPORT: Supporters argue that this bill will level 
the playing field between DOl -regulated health insurers and DMHC
regulated plans. Supporters note that legislation in 2000 required the 
DMHC to promulgate regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, DOl was not required to 
comply, leaving patients and their providers associated with health insurers 
without the same protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs the need for 
equity has intensified. Supporters argue that this bill contains a number 
overdue reforms, including establishment of claims filing deadlines, 
disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health 
care services. Supporters argue that the bill will also protect patients from 
being involved in payment disputes between providers and insurers . 

ARGUMENTS IN OPPOSITION: In taking an oppose unless amended 
position, the Association of California Life and Health Insurance Companies 
(ACLHIC) states that while it does not oppose the application of some of the 
provider claims payment provisions that currently apply to health plans to 
insurers, they have concerns about some provisions. ACHLIC argues that 
smaller health insurers do not have sufficient leverage to compel the entities 
they contract with to establish provider networks and reimbursement rates to 
disclose their fee schedules to providers as required by the bill, exposing the 
insurers to unfair claims practices violations. ACHLIC recommends that the 

. bill be amended to require insurers to disclose the fee schedule they use. 
Finally, ACHLIC argues that placing detailed claims payment requirements 
in statutes makes it difficult to modify the requirements, and notes that many 
of the requirements for health plans are established in regulations. 

DL W:cm 5/11/05 Senate Floor Analyses 
SUPPORT/OPPOSITION: SEE ABOVE 
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Bill No: SB 634 
Author: Speier (D) 
Amended: 5/1 0/05 
Vote: 21 

SB 634 

SENATE BANKING, FINANCE, AND INS. COMMITTEE: 9-1,4/20/05 
AYES: Speier, Cox, Denham, Figueroa, Lowenthal, Machado, Maldonado, 

Ortiz, Scott 
NOES: Hollingsworth 
NO VOTE RECORDED: Murray 

SENATE HEALTH COMMITTEE: 8-0, 5/4/05 
AYES: Ortiz, Runner, Aanestad, Alquist, Chesbro, Cox, Kuehl, Vincent 
NO VOTE RECORDED: Figueroa, Maldonado, Romero 

ASSEMBLY FLOOR: 71-0,8/15/05 - See last page for vote 

SUBJECT: Health insurance: claims practices 

SOURCE: California Medical Association 

DIGEST: This bill extends, beginning July 1, 2006, certain claims 
payment protections afforded to health care providers who deliver care to 
enrollees of health care service plans to providers who provide services to 
patients with health insurance policies. Requires greater disclosure to 
individwil policyholders about their potential costs when obtaining services 
from a provider who does not have a contract with the insured's health 
Insurer. 

Assembly Amendments delete conflicting references to disclosing 
information prior to contracting and on request. 
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ANALYSIS: Existing law provides for regulation of health insurers by the 
Insurance Commissioner. Existing law, known as the Health Care Providers 
Bill of Rights, imposes certain requirements and prohibitions on the 
relationship between providers of health care services and health insurers 
relative to alternative rates of payment made by insurers on behalf of 
covered insureds. Existing law also require health insurance disclosure 
forms to be provided to insureds, and requires those disclosure forms to 
contain specified information. 

This bill: 

1. Requires contracting agents, as defined in law, and health insurers, 
beginning July 1, 2006, to disclose to providers in an electronic format, 
prior to contracting, and annually thereafter, upon the contracted 
provider's written request, the following information: 

A. The amount of payment for contract services, including any fee 
schedules, factor or units used in determining the fees for each 
service by the health insurer or entity that contracts with providers. 

B. The detailed payment policies and rules and nonstandard coding 
methodologies used to adjudicate claims, which must, unless 
otherwise prohibited by law, do all of the following: 

(1) Be consistent with available current procedural terminology 
(CPT) and standards accepted by nationally recognized medical 
societies and organizations, federal regulatory bodies, and major 
credentialing organizations. 

(2) Clearly and accurately state what is covered by any global 
payment provisions for both professional and institutional 
services, any global payment provisions for all services 
necessary as part of a course. of treatment in an institutional 
setting and any other global arrangements, such as per diem 
hospital payments. 

(3) Clearly and accurately state payment policies, including those 
regarding, among other things, consolidation of multiple 
services or charges an4 payment adjustments, reimbursement for 
multiple procedures, assistant surg~ons, administration of 
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immunizations and injectable medications and recognition of 
CPT modifiers. 

C. Requires contracts, where reimbursement is made pursuant to a 
specified fee schedule, to incorporate the fee schedule by reference, 
including the year of the schedule. For proprietary fee schedules, 
contracts must include sufficient detail the payment amounts based 
on the fee schedule can be predicted. 

2. Requires information disclosed, pursuant to No.1 above, to be in 
sufficient detail and in an understandable format that does not disclose 
proprietary trade secret information or violate copyright law or patented 
processes, so that a reasonable person with sufficient training, 
experience, and competence in claims processing can determine the 
payment to be made under the contract. 

3. Authorizes disclosures pursuant to No. 1 above to be made through the 
use of a web site, so long as it provides written notice to the contracted 
provider at least 45 days prior to implementing the web site transmission 
or posting any changes to the information on the web site. 

4. Prohibits insurers from imposing deadlines for receipt of a claim from 
professional providers pursuant to a contract that is less than 90 days and 
for noncontracted providers no less than 180 days from the date the 
service is provided. 

5. Requires insurers seeking reimbursement for overpayment of a claim to 
submit the request for overpayment in writing within 365 days to the date 
of the overpayment and specifies the information to be included in the 

I 

overpayment request. 

6. Requires insurers to acknowledge receipt of a claim, in the same manner 
as the claim was received, within 15 working days of the date of receipt. 

Background 

According to the author's office, the purpose of this bill is to provide similar 
protections for consumers and providers interacting with health insurers as 
those that already exist under health plans regulated by the Department of 
Managed Health Care (DMHC). The author's office states that health care 
providers operating under health insurers regul~ted by the Department of 
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Insurance have virtually no rights as compared with providers who provide 
services under health plans. The author's office further states that DOl 
could, but chooses not to, require insurers to pay providers in accordance 
with their agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the 
claims settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health 
plans are applicable to health insurers regulated by the DOL For example, 
health plans and health insurers are both required to pay complete claims 
from providers within established timeframes and to pay interest penalties 
for late payments. However, others, including minimum deadlines for 
submissions of claims and maximum deadlines for requests for overpayment 
from providers, deadlines for acknowledgment of claims, requirements to 
have fast and fair dispute resolution processes, prohibitions against engaging 
in unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health 
Insurers . 

Related Legislation 

Related bills this session include SB 364 (Perata), SB 367 (Speier), SB 417 
(Ortiz), and AB 1321 (Yee). 

FISCAL EFFECT: Appropriation: No' Fiscal Com.: No Local: No 

SUPPORT: (Verified 8/16/05) 

California Medical Association (source) 
California Academy of Ophthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
American College of Obstetricians and Gynecologists 

• 
American Federation of State, County and Municipal Employees 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Optometric Association 
California Podiatric Association 
California Psychiatric Association 
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ARGUMENTS IN SUPPORT: Supporters argue that this bill will level 
the playing field between DOl-regulated health insurers and DMHC
regulated plans. Supporters note that legislation in 2000 required the 
DMHC to promulgate regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, DOl was not required to 
comply, leaving patients and their providers associated with health insurers 
without the same protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs the need for 
equity has intensified. Supporters argue that this bill contains a number 
overdue reforms, including establishment of claims filing deadlines, 
disclosure of fee schedules, disclosure 'of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health 
care services. Supporters argue that the bill will also protect patients from 
being involved in payment disputes between providers and insurers. 

ASSEMBLY FLOOR: 
AYES: Aghazarian, Arambula, Baca, Benoit, Berg, Bermudez, Blakeslee, 

Bogh, Calderon, Canciamilla, Chan, Chavez, Chu, Cohn, Coto, Daucher, 
De La Torre, DeVore, Dymally, Emmerson, Evans, Frommer, Garcia, 
Goldberg, Hancock, Harman, Haynes, Shirley Horton, Houston, Huff, 
Jones, Keene, Klehs, Koretz, La Malfa, La Suer, Laird, Leno, Leslie, 
Lieber, Liu, Matthews, Maze, McCarthy, Montanez, Mountjoy, Mullin, 
Nakanishi, Nation, Nava, Negrete McLeod, Niello, Oropeza, Pavley, 
Plescia, Richman, Ridley-Thomas, Ruskin, Saldana, Salinas, Spitzer, 
Strickland, Torrico, Umberg, Vargas, Villines, Walters, Wolk, Wyland, 
Yee, N~unez 

NO VOTE RECORDED: Bass, Cogdill, Jerome Horton, Karnette, Levine, 
• 

Parra, Sharon Runner, Tran, Vacancy 

DLW:cm 8/16/05 Senate Floor Analyses 
SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 
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B. A health insurer ust, pro r to contracting with a provider, annually 
thereafter, and upo a 11 ovider's request, provide in electronic format 
the provider's fee sc Clule and detailed payment policies used to 
adjudicate claims, a s ecified. 

C. Will not alter or fect any ights providers may have under any 
applicable statu e oflimitatio s or anti-forfeiture provisions in state 
law. 

2. Requires the he lth insurance policy or ~lf-insured employer welfare 
benefit plan di closure forms to insured anQ enrollees to contain the 
nature and e ent of the financial liability th'a~s or may be incurred by 
the insured, nrollee, or his or her family, where care is furnished by a 
provider tha \ does ,not have a contract with the insurer or plan to provide 
services at an alternative rate of payment. 

Background 

According to the author's office, the purpose of this bill is to provide similar 
protections for consumers and providers interacting with health insurers as 
those that already exist under health plans regulated by the Department of 
Managed Health Care (DMHC). The author's office states that health care 
providers operating under health ipsurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide 
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Background 

According to the author's office, the purpose of this bill is to provide similar 
protections for consumers and providers interacting with health insurers as 
those that already exist under health plans regulated by the Department of 
Managed Health Care (DMHC). The author's office states that health care 
providers operating under health ipsurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide 

CONTINUED 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 115 of 310

SB 634 
Page 3 

services under health plans. The author's office further states thflt DOl 
could, but chooses not to, require insurers to pay providers in accordance 
with their agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the 
claims settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health 
plans are applicable to health insurers regulated by the DOL For example, 
health plans and health insurers are both required to pay complete claims 
from providers within established timeframes and to pay interest penalties 
for late payments. However, others, including minimum deadlines for 
submissions of claims and maximum deadlines for requests for overpayment 
from providers, deadlines for acknowledgment of claims, requirements to 
have fast and fair dispute resolution processes, prohibitions against engaging 
in unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health 
msurers. 

• Related Legislation 

Related bills this session include SB 364 (Perata), SB 367 (Speier), SB 417 
(Ortiz), and AB 1321 (Yee). 

FIscAL EFFECT: Appropriation: No Fiscal Com.: No Local: No 
, . &:/1(/0.:.;----

SUPPORT: (Verified 5f~r0705) 

California Medical Association (source) "'~" LJ~~ ~ 
California Academy of Ophthalmology / ~------
California Chiropractic Association e// d- . 7~/ 
Ame-FiGan-GQlle.ge of Emer~'ysicians, .C.alifQrniaCJ.!~pt@r 
American College of Obstetricians and Gynecologists ~- t------~ , 
Califomia:-Councilof-eommunity-Mentpl-Health-Agencies__ ~ ~- y 
California Dental Association ./, . 6"X-/ 
California Hospital Association ,/ 
California Podiatric Association ~ 
Ca1iforn-i-a-Psy-chi-atri-c--A-ssuciattmr----~ 

Ment-aI-Heal-th-Ass.uciatinn-oLCalifomia~ 

CalifGmi Association of Anesthe~gi~ 

{J1 o--r' ~~t,-- ,t~7'_7' . r- .-4l <-..-L- 0-( ~:.J- t' 
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ARGUMENTS IN SUPPORT: Supporters argue that this bill will level 
the playing field between DOl-regulated health insurers and DI\1HC
regulated plans. Supporters note that legislation in 2000 required the 
D11HC to promulgate regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, DOl was not required to 
comply, leaving patients and their providers assoCiated with health insurers 
without the same protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs the need for 
equity has intensified. Supporters argue that this bill contains a number 
overdue reforms, including establishment of claims filing deadlines, 
disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health 
care services. Supporters argue that the bill will also protect patients from. 
being involved in payment disputes between providers a~d insurers. 

ARGUMENTS IN OPPOSITION: In taking an oppose unless amended 
position, the Association of California Life and Health Insurance Companies' 
(ACLHIC) states that while it does not oppose the application of some of the 
provider claims paymentrovisions that currently apply to health plans to 
insurers, they have conce s about some provisions. ACHLIC argues that 
smaller health insurers do n t havtt.ufficient leverage to compel the entities 
they contract with to establis prr'~der networks and reimbursement rates to 
disclose their fee schedules to ljOviders as required by the bill, exposing the 
insurers to unfair claims practic s violations. ACHLIC recommends that the 
bill be amended to require ins, s to disclose the fee schedule they use. 
Finally, ACHLIC argues that la . g detailed claims payment requirements 
in statutes rrlakes it difficult to rp.o : fy the requirements, and notes that many 
ofthe.requirenients for health plans are established in regulations. 

DLW:cm 5112/05 Senate Floor Analyses 
SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 

• 

• 

• 

OPPOSITIO, : erified 5/10/05) 

'fornia Life and Health Insurance Companies 

SB 634 
Page 4 

ARGUMENTS IN SUPPORT: Supporters argue that this bill will level 
the playing field between DOl-regulated health insurers and DI\1HC
regulated plans. Supporters note that legislation in 2000 required the 
D11HC to promulgate regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, DOl was not required to 
comply, leaving patients and their providers assoCiated with health insurers 
without the same protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs the need for 
equity has intensified. Supporters argue that this bill contains a number 
overdue reforms, including establishment of claims filing deadlines, 
disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health 
care services. Supporters argue that the bill will also protect patients from. 
being involved in payment disputes between providers a~d insurers . 

ARGUMENTS IN OPPOSITION: In taking an oppose unless amended 
position, the Association of California Life and Health Insurance Companies' 
(ACLHIC) states that while it does not oppose the application of some of the 
provider claims paymentrovisions that currently apply to health plans to 
insurers, they have conce s about some provisions. ACHLIC argues that 
smaller health insurers do n t havtt.ufficient leverage to compel the entities 
they contract with to establis prr'~der networks and reimbursement rates to 
disclose their fee schedules to ljOviders as required by the bill, exposing the 
insurers to unfair claims practic s violations. ACHLIC recommends that the 
bill be amended to require ins, s to disclose the fee schedule they use. 
Finally, ACHLIC argues that la . g detailed claims payment requirements 
in statutes rrlakes it difficult to rp.o : fy the requirements, and notes that many 
ofthe.requirenients for health plans are established in regulations. 

DLW:cm 5112/05 Senate Floor Analyses 
SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 117 of 310

) 

SENATE THIRD READING 
SB 634 (Speier) 
As Amended July 12, 2005 
Majority vote 

SENATE VOTE:36-2 

HEALTH 14-0 

IAyes: I Chan, Aghazarian, Berg, 
I I Laird, Dymally, Frommer, 
I I Jones, Montanez, 
I I Nakanishi, Negrete 
I I McLeod, Richman, 
I I Ridley-Thomas, 
I I Strickland, De La Torre 
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SUMMARY: Imposes on health insurers regulated by the Department 
of Insurance (DOI), and contracting agents, as defined,' 
additional requirements related to processing and payment of 
health care provider claims, similar to some of the regulatory 
requirements imposed on health care service plans (health plans) 
regulated by the Department of Managed Health Care (DMHC). 
Gci-g-ea,.llY~ this bill: 

l)Requires contracting agents, as defined in law, and health 
insurers, beginning July 1, 2006, to disclose to providers in 
an electronic format, prior to contracting, and annually 
thereafter, upon the contracted provider's written request, 
the following information: 

a) The amount of payment for contract services, including 
any fee schedules, factors or units used in determining the 
fees for each service by the health insurer or entity that 
contracts with providers; 

b) The detailed payment policies and rules and nonstandard 
coding methodologies, used to adjudicate claims, which must, 
unless otherwise prohibited by law, do all of the . : followlng: 

i) Be consistent with available current procedural 
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terminology (CPT) and standards accepted by nationally 
recognized medical societies and organizations, federal 
regulatory bodies, and·major credentialing organizations; 

ii) Clearly and accurately state what is covered by any 
global payment provisions for both professional and 
institutional services, any global payment provisions for 
all services necessary as part of a course of treatment 
in an institutional setting and any other global 
arrangements, such as per diem hospital payments; and, 

,iii) Clearly and accurately state payment policies, 
including those regarding, among other things, 
consolidation of multiple services or charges and payment 
adjustments; reimbursement for multiple procedures, 
assistant surgeons, administration of immunizations and 
injectable medications and recognition of CPT modifiers. 

c) Requires contracts, where reimbursement is made pursuant 
to a specified fee schedule, to incorporate the fee 
schedule by reference, including the year of the schedule. 
For proprietary fee schedules, contracts must include 
sufficient detail that payment amounts based on the fee 
schedule can be predicted. 

2)Requires information disclosed, pursuant to #1) above, to be 
in sufficient detail and in an understandable format that does 
not disclose proprietary trade secret information or violate 
copyright law or patented processes, so that a reasonable 
person with sufficient training, experience, and competence in 
claims processing can determine the payment to be made under 
the contract. 

3)Authorizes disclosures pursuant to #1) above to be made 
through the use of a Web site so long as it provides written 
notice to the contracted provider at least 45 days prior to 
implementing a Web site transmission or posting any changes to 

. \ 

. :1\ 

the information on the Web site. ! . 

4)Prohibits insurers from imposing deadlines for receipt of a 
claim from professional providers pursuant to a contract that 
is less than 90 days andtfor noncontracted providers no less 
than 180 days from the date the. service is provided. 

'i.:, 
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5)Requires insurers seeking reimbursement for overpayment of a 
claim to submit the request for overpayment in writing within 
365 days of the date of the overpayment and specifies the 
information to be included in the overpayment request. 

6)Requires insurers to acknowledge receipt of a claim, in the:. 
same manner as the claim was received, within 15 working days 
of the date of receipt. 

EXISTING LAW: 

l)Defines a contracting agent as a third-party administrator or 
trust, a self-insured employer, a preferred provider 
organization, or an independent practice association (IPAs), 
while engaged, for monetary or other consideration, in the act 
of selling, leasing, transferring, assigning, or conveying, a 
provider or provider panel to provide health care services to 

't; J 

beneficiaries or enrollees. .~ 

2)Requires insurers issuing group or individual health insurance 
policies to reimburs,e each complete claim no later than 30 
working days after receipt of the complete claim by the 
insurer and allows an insurer to contest or deny a claim by 
notifying the provider that the claim is being contested or 
denied within 30 working days. 

3)Requires the Insurance Commissioner to receive, investigate, 
and respond to complaints and inquiries and, when warranted, 
to bring enforcement actions against insurers, including 
health insurers, as specified. 

4)Defines as an unfair practice on the part of a health insurer 
knowingly committing or performing with such frequency as to 
indicate a general business practice any unfair claims 
settlement practice, including failing to affirm or deny 
coverage of claims within a reasonable time or failing to 
provide promptly a reasonable explanation of the basis relied 
on for the denial of a claim. 

5)Establishes by regulation timelines, conditions and 
methodologies governing how health plans (but not health :, 
insurers) reimburse conti-acting and noncontracting physicians 
and other health care providers: Defines an unfair payment 
pattern as any practice, policy', or procedure that results in 

1', ; .. ~:. 

' .. 
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Re: SEI 634 (Speier)-SUPPORT 
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. The Callfomia Podiatric Medic81 Associatioo is in support of SB 634 by S~r 
Jackie Speier. . . 

, sa 634' will create increBsOO parity between Department of Insurance (DOl) 
regulated products and those regulated by the Departl:nent of Managed Heal1hCare 
(DMHC). These pro~tions include (1) the establisbment of minimum. claims filing·. 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee sChedule: 
so that providers C8Ji understand fully what they are agree to charge patients; (3) the· 
disolosure of· claims payment roles so that providers can bill properly and avoid:· 
wmecessary cbiinis delays/denials; and (4) the disclosure to patients about the extent of 
their financlalliability foJ' thercCe:ipt ofhealtb care services under the policy. 

This bill will h:asure that ·providers treating patients who receive their health . 
benefits under· a po]j<ry' of inswance ,regulated by DO! have 'the same rights as. th()Se 
trea1i:ng patients subject to regulation of the DMHC. The establishment of such paritY 
will be beneficial as well to health care consumers. 

an··bebalf ofCPMA~ we mgt your "Ayc'" vote on SB 634. 

cc: Semi tor Speier 

1127 11th StI:¢et, Suite 501 
Sacnuncnto.CA\·95814 

(916}442.S999 

Fax (916l. 442-3209. 
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California Optometric Association 
Tim Hait· Director, Govemment& External Affirirs Division 

2415 K Street Sacramento, California 95816 
916.441.3990.Ext. 227; Fax: 916.448.1423 . E-:mail: timh@coavision.org 

June 29, 2095 

Hon. Wilma Chan' 
Chairwoman, Assembly Health Committee ' 
State Capitol, Room 6005 
Sacramento CA 95814 

Dear Madam ,Chairwoman: 

REi ,SENATE BR.L 634 ($PEIER) 
As Amended in Senate May 10, 2005 
COAPOS~ON: SUPPORT 

B8-15-B5 22:39 

, , , 

The California Optometric ,AssoCiation (COA), representing mpre~, 2,600 licensed California, 
Optometnsts, supports s.ate Bill 840 by Se.nator Jackie Speier. This bill will be heardin,the' 
Assembly Health Committee on Tuesday, July 5. 

Pg: 3/11 

'This bill, sponsored by the C8lifomia Medical ~ation, would add to the In_ce Code many of ' 
the statutory and regulatory claims-payment protections now afforded health care service pl.a.Q 
providers by the Knox-Keene Act, as enforced' by the Department of Managed H~th Care, to 
members of preferred proVider networks (pPOs) regulated by the Department of InsUl"8nce . 

. ' 
Despite being trained and liCensed as both priInary and specialized eye care providers~ optometrists " 
have had difficulty o:b'tainiDg admission to provider panels and netwodcs, both,in the Kno'X-Keeqe,and 
in the PPO/health indemnity en'Vironments. Passage of SB 634 will further 'extend the notion of fair 
play for all qualified'health care providers~ regardless of who the health care insurer is regulated by. 

For these reasoils,.'COA supports SB, 634 and mpectfuUy requests your " AYE" ~ote when the 
biD is taken, up in OODlolittee. " 

'Tim Hart 
. Director, Government & External Affairs 

TJH:w.e ' 
c; 'Hon. Sheila J~ KtIdlI 
M~, ASsembly Health Committee 
Deborah Kelch. ConsuJllw!, AS!letnbly Health Couunittee 
Peter,Anderson, Consulr.&m; Assen,Jbiy Republican Office oCPolicy 
BRa Michelin, Califumia MeiAcal A!;sociation. 
Clifffle!g. OoVt'Jl:lllJJelltai Mvooares, Inc. ' 
Terence McHale. Aaron ReiId&:~jates 

"Setting the standttrd in eye care" I J 
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California Optometric Association 
Tim Hait· Director, Govemment& External Affirirs Division 

2415 K Street Sacramento, California 95816 
916.441.3990.Ext. 227; Fax: 916.448.1423 . E-:mail: timh@coavision.org 

June 29, 2095 

Hon. Wilma Chan' 
Chairwoman, Assembly Health Committee ' 
State Capitol, Room 6005 
Sacramento CA 95814 
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in IhepalJlie serviee .. ', .... 

June 24, 2005 

TO: The Honot~ble WHma Chan, Chair 
and .MeDiben of the Assembly Health Committee JUN2 7 2005: . 

RE: Senate Bill fi34. (Speier)--AFSCME SUPPORT . 

The American Federation ofState~ County, and Municipal Employees (AFSCME). AFL-CIQ,' 
would like to inform you of our support of Senate BiiI 634, as amend~. . 

Senate Bill 634 exteild claim payment protection afforded to heal¢i' care providers who 
deliver care to enrollees of health care serVice plans to providenl who 'provide services to . 
patients with health insurance policies. 

AFSCME supports this legislation that will provide protection to consumers and 'providers 
interacting· with . health insurers. CUrrently, health insurers regulated by' the Department. of . 
lrisurance have virtually no rights as compared with providers who provide services under 
health plans. This l~slation is essential to oUr State in order to align claim settlement·. 
'practices of health msurers with those' of health plans. . . 

Please join us in' supporting Senate BiD 634. 

Should you have' any questions regarding our position on this matter, you may cOntact me at 
your earliest convenience. AFSCl'vIE also reserves the·right to change its.position in the evetit . 
of further amendments.' . 

e D. Burchfield 
Political Action Representative 

CC: Committee Constiltant(s) 
. 'JDBIlw 

. . 

1121 L Street. Suite 904 -Sacramento, Caiifor~;a 95814-3926. (916) 441.1570 • (916) 441-3426 FAX 
. .. ... _--""--'--
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JUN 2 9 2005 

California 'Medical Association 
Physicians dedicated to the health of Californians 

June 29, 2005, 

The Honorable Wilma Chan, Chair 
Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Asseinblywoman Chan: 

Re: SB 634 (Speier) 
CMA Position: Support 

The California Medical ASsociation is pleased to Sponsor Senate Bi1l634 authored by SenatOr SPeier. 
This bill will help end unfair payment practices by lev~ling the field for Department of Ins~ce (CDr) , 
regulated health insurers and Department ofMan~ged Health Care (DMHC) regulated health care service 
plans. 

In 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that conlributed to disruptions in the delivery of health care to patients and proYided payment 
protection to physicians. Unfortunately. the CDI was not required to comply, leaving patients and their' 
providers without equal'proteCtions. With the noticeable migration in the number,ofCalifomians insured 
by COl regtllat~ PPO's from. DMHC plans the need for equity has intensified. 

SB 634 will clarify the fee sohedules attached to each contract so that payment may be accurately 
predicted and reduce the need to adjudicate claims. This disclosure will help to remove the patient from 
disagreements between the insurer and the health care provider. The bill establishes a clear guideline for 
physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor/patient relationship. 

Further. this bill will increase parity for patients by establishing minimum claims d~adlines for providers . 
to help avoid inappropriate denial of covered benefits. The bill will ensure that'claims that are submitted 
are appropriately acknowledged and identified by insurers to help en'sure prompt payment. ' 

Finally, this bill will require an insurer to disclose to its patients the nature and extent of any financial, 
liability if they choose, to visit a doctor that is not contracted with their health insuranoe company. This is 
necessary so that a patient will fully recognize the ramifications of their choice of proviq.er .. 

The California Medical Association respectfully requests your "AYE" vot~. Should you have any 
questions please 'feel free to OOTImct me at (916) 444-5532. 

Sincerely, 

U~ 
Brett Michelin 

cc;, The Honorable'Iackie Speier 
Members of the Assembly Health committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter AndersOn, Consultant, Assembly Republican Caucus 

HeadQuanc[s: i201 J St;eet, Suite 200, Sacramento, CA 95814-Z906 • 91~.444.5S31 
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June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol~ Room 6005 
Sacramento, CA 95814 

SENATE COMM INSURANC 

SUBJECT: SB 634 (Speier) ~ SUPPORT ' 

Dear Assembly Member Chan: 

B8-15-B5 22:39 Pg: 6/11 

.~ 
rll711 

CALIFORN'IA 

HOSP,lTAl 
ASSOC IA nO:N 

Providing Leadership in 
Health Policy and Advocar:y 

JUN 2 0 
• ',I 

The California Hospital Association (CRA), which reptesents more than 460, hospitals suPPorts 
SB 634 (Speier). ' 

SB 634 will establish minjmimt claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott),eriacted in 2000, established important requirements to ensure health plans 'pay 
claims submitted by providei-s promptly and fairly. Quality care and access to that care can only 
be guaranteed ifheattll ,plans, reimbmse providers fairly. Unfortunately, AB t455 app}jes'only t,,' , 
Knox-Keene licensed health'plans, ~ does 'not apply to PPO products licensed by the ' 
Department of Insurance'. This bill would extend the provider and consumer protections that , 
presently are applied to HMOs to health insurers regulated by the Department of Insurance. 

For the above reasons, CHA requests your "aye" ,vote' OD' SB ,634. 

MG:dlv 

cc: The HOnorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant. Assembly Republi,can Caucus 

Fax sent b!,l 9163277B93 
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CALIFORNIA DENTAL ASSOCIATION® 

April 14; 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB '634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is iD. support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, arid Insurance Committee on April 
20,2005. 

. " ., 

SB 634 will place into ~tatute various important protections for providers particip~ting 'i~ , , 
preferred provider organizations (pPOs) and other entities licensed by the'Department of 
Insurance that essentially match similar protections already in place for providers ' 
contracting with health, care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, r~eive neW claims, etc. 

Dentists who are ,participating providers for dental insurers f,lIld PPOsoften aretIustrated 
by the claims process, particularly when an insurer denies having received a claim and 
the dentist is forced,to ,start the whole process over again. Among other things; this bill . 
would"require insurers to acknowledge receipt of electronic claims within two da~" and . 
paper claims within 15 days. While these and other related proyisions contained in SB . 
634 will nOt entirely prevent miscommunications, they should at least give providers ' 
greater assurance that their claims are being handled properly and in a timely. fashion. ' 

We respectfully Urge your Aye vot~ on SB 634. 

Sincerely, 

Edmund, Carolan . 
Manager, LegislativelRegulatory Affairs 

• 

CC,: Ron Spingam.. Consultant, Senate Banking, Finance, & Insurance Committee , 
Tim Canaghan, Senate Jtepublican Caucus 

J 201 K Street Mall 
_....... - ..... -.~ Telephone 

ClU::·/ilA~J\t,;{\, 

Fax 
Number 
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C'alifornia Academy, of Ophthalmology 

605 Market Street, Suite 1109. San Francisco, CA 94105-3213.415·777.3937, Fax 415-777-1082 
, e.mail: starrs2020@aol.com, Web site; www.eyedoc.org 

June 20, ,2005 ' 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA '95814 

Dear Assembly Member Chan: 

\,~UN 2 C 

RE: SB 634 (Speier) 
CAO Position: SupiJort 

The California Academy of Ophthalmology (CAO) has reviewed SB 634 and has adopted 
a position of "SuppOrt."' This measure is being heard in the A.ssero.bly Health Committee 
on Tuesday, July 5, 2005. 

This hill will. proVide parity fot patients and proViders between the various insurance ' 
products regUlated by bodnhe Oej>artmen,tofManaged Health Care (DMHC) and 
Depaittnent of Insurance, (DOl). Patients will gain a better understanding of the fiDa.ncial 
obligations for their health care selVices and ophthahnologists will clearly understand, 
what they will be paid and the'method and manner of that payment. 

Ophthalmologists across California wholeheartedly supPort these and similar continuity 
of care efforts contained ,in the companion measure SB 367 (Speier), 

Ifwe can be of any further assistance, please contact me at(916) 446-4343. 

Sincerely, 

r"r---
Bryce W.A. DochertY . 

, :r..egislative Advocate 

CC: . The HcncnbIe JICkk Speier 
The Membei'& of the Assembly Health ConmUttec 
DebcmIh'Keleb. ConsuIMat. Assanbly HC:flhb Committee 
Pttet .ABdcuon, eonsukanr, Assembly Republican Caucus 

Pg: 8/11 
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From: Michelle Balneroft 916-648-2738 To: Deborah Kelch. D~te: 6/1512005 Time: 11:14:36.AM 

CALIFORNIA C'HIROPIilAC.T1C ASSOCIATION 

June 15, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol~ Room 6005 
SaCTamento, CA 95814 

RE: SUPPORT-SR634 (Speier-AsameDded 5~10-05) 

Dear AssembJym:ember Chan: 

The California Chiropractic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizatiOns (HMOs) and prefC1'Ted provider organizations (pPOs) re~latod by' the 
Department of Managed Health Care are subject to regulations to prevent uniaic payment practices 
against health care providers. SB '634 will identify unfair claims practic.es that (esult in delays of 
appropriate payment, which call contribute to disruptions in health care delivery to patients. Thisbill;WilI 
establish tn.in.itUum claims. filing deadlines to' avoid inappropriate.denials of claims, provi~e fee ~edul(;: 
disclosure that will ensure the provider is being reimbursed .accordingly and require disclosure to 'patients 
about the extmtt of their ftriancialliabiJity for their health eare services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA. 
believes that SB 634 will address the costly and unlawful issue of ··silent PPOs". A "silent PPO" refers (0 

the practice of contracting with a PPO to access disc.ounis~ usually by a third party payor. Unfort;tmatelY. 
the provider and the patient only become aware of "silent PPO" reductions' after hulthcate ~ervices 'are . 
rendered an4 ar.~ taken without the providcr~s or the patimt's knowledge and consent. CCA coUects 
evidence and investigates claims· of "silent PPOs·'from doctors of Chiropractic on a regular basis and.has 
concluded that this practice of unlawful discounts continues to significantly.impact both providelS and. 
insureds. CCA believes. to improve delivery of healthcare services, providers need. to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured· 
patients must also be wonned regarding their financial responsibility whe~ if any, PPO discourits are 
applied. 

We ask for your aye vote. Thank you for your consideration 

If you have any questions • .,lease·confact CCA's Govenunent Affairs Director, Kristine Shullz at (916) 
648-2727.x 130. 

Sincerely, 

~;' ;,'/ // p' 
jjt,;(""v.i:. f?t/-(/4A;V~" 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Ccinunittee 

PBg~:3 of3 
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We ask for your aye vote. Thank you for your consideration 
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Sincerely, 

~;' ;,'/ // p' 
jjt,;(""v.i:. f?t/-(/4A;V~" 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Ccinunittee 
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THE AMERICAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS" 
DISTRICfIX WOMEN'S HEALTH CARe PHYSICIANS' 

June 1 S. 2005 , 

The Honorable Wilma Chan 
Chair"Assembly Health Committee ' 
State Capitol, Room 6005 
Sa.cnunento. CA'9S814 

Dear Assembly Member Chan: 
", 

Re: Senate Bill 634 (Speier) 
, ACOG-lX l>oSitioo: SU»PORT 

The Ameri£an:College ofObScctriCi~ and,Gynecologists, District IX, representing 1IlQJie ~ 4600 Catitor,Gia , 
obsteaicians and GynecciJogiSls dediCated to promoting the hoalth ofCatifomia's women. suppoJ1S ~ Bit, 634.wMclt ' 
will be heard in the Assembly Heahh'Committee on 111ly, 5th. 

California has red 'the way in HMO reform. However, the same reforms have not always been introduced for insu~ce as 
for HMOs. in ~ due to Hl\fOs having a. latgef segment of the market, and hence, the problems have been more 
pronounced for HMOs. As the market is sid:fting to mOre and, more prodlJCt5 being sold as insurance and ,regulated' under 
the Department Of Insuranc8, it makes sense to have similar protections regardless ofregu]ator. 

Fair payment rules for HMOs'should siln1larly apply to PPOs. Knowing what o~ is supposed to be, reimbu.;sed undef' a , 
contract is a basic COQd~ wh,cb is sometimes elusivc'in the managed care world. plans am makegettHjg 1'dmb1iriimenr.; 
and knowing whether IiJm.bursement waS the correct amount, a clmllenge, taking,resources awa.y from·tbe medie8l ~ 
by requiring II'I(JU and more timei and money be spent on contract maDagemetlt rather than patient care. Ther~ is no, reason 
for Plans to withhold l'eim'btu-sement and claims processing inmnnation other than to frustrate the physieian~s, ability tci~ld 
the pian accountable unt:If:r the cootract. More and more physicians arc fiDally leaving ppO networks in frustration. Which 
may ultimately be tilt oo1y option: fOf' the'physician but will leave a«ess for patients lacking. 

This bill will help improve ,C~ifomia's health care delivery system by requiring parity between the artificiai designldfuns of 
HMO and Pro products in the,law. ACOG-D< supports sa 634 and' asks for your "'aye" vote~ 

, , 

Sincerely, 

.~~~ 
. Shannon Smith-Crowley, 1D, MHA 
Legislative Advocate • 

co: Assembly H~aJtb Members and ConSuJran[ 

CHAIR 
Jatne$ A.. ~r, MO 
10 ConsJnns Stl8et, #400 
PCISCIdena, CA. 91 1 os 

VICf·dPJR . 
FrankR. Gom~. MD 
50A W. Puebb S,reet #lOl 
sCr"o 8otbQta. CA 931 OS . 

~ATf PAST CHAIR 
~ Von Hen!efl, MD 
550 W~ Strettt, #725 . 
~~CA92103 

SKRSTARV 
~ Tu, MlJ, MBA 
17922 fitch 
I"" ..... CA 9261 .. 

Tl!£I<SlII1f'JI 
~ co.irr. MD.I'N> 
$204~WQy 

GrCItIino Soy. CA 95746 
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The Honorable Jackie Speier 
Member of the Senate 
State Capito1t Room 2032 
Sacramento CA 9S814 

Dear Senator Speier: 

SENATE COMM INSURANC B8-15-B5 22:4B Pg: 11/11 
9164447462 TO 8176-3272186 P.02/02 

RE: SB 634 
OPSC Position: Support 

The Osteopathic Physicians md.-Surgeons of California (OPSC), which represents nearly 4,000 00 
physicians licensed to piadicc in me S11lte~ suppons your SB 634. This measure dec'lares legislative 
findinis that PI eferred provider Organizations and other entities reaulated by the Dcpanment of Insurance, 
are not subject to many of the regulations to prevent unfair payment practices against health care 
provide",. In addition. SB 634, sponsored by the California Medical AssociaIion, would extend many of 
the current protectioDs atforded to providers in Depat1meot of Managed Health Care--replBted plans to 
products regulated' by tbe DepartmeDt ofInsuraJlCe. Such protections' include diaalosure of the fee' 
schedule and policies an insurer uses to pay contracted providers and a prohibition against unreasonable 
claim deadlines for submitting such. 

Thi5 measure will give providers greamr assurance that tbeh' claims are being IwIdled properly and ina 
timely fashion. 

Again, opse is pleased to support SB 634. If you have auy questions, please feel he to concaet our 
office; 916.444.3~H;8. 

Sincerely, 

~ti~ 
Jackie A. MJlIer 
Legislative Advocate 

• 
CC; Deborah Kelch, Consultant, Assembly Health CDmmittee 

Kathleen Cteason. Ex.ecut:MI Director, Osteopathi~ PhysiGians I!8d Surgeons 
ofC8Ufomia 

, GovCmm~t 'RclutoDs • ~lIOdadoD Managemenr .• Consuhl:u.I 
""~~ f '«..cud Ulln !l.111U! 320, ~scnunt'llto. 0\ 94i814-3a29 916.4++.3508 f:IX ~ 16.444. 74r1l www.OIImgroup.us 
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BILL NO: 
AUTHOR: 
AMENDED: 
HEARING DATE: 
FISCAL: 

CONSULTANT: 
Hansel/ ag 

SENATE HEALTH 
COMMITTEE ANALYSIS 
Senator Deborah V. Ortiz, Chair 

SB634 
Speier 
April 11, 2005 
April 27, 2005 
NonFiscal 

SUBJECT 

Health insurance: claims payment requirements 

SUMMARY 

he bill would extend certain claims payment protections afforded to health care 
providers who deliver care to enrollees of health care service plans (health plans) to 
providers who provide services to patients with health insurance policies. Requires 
greater disclosure to individual policyholders about their potential costs when obtaining 
services from a provider who does not have a contract with the insured's health insurer. 

ABSTRACT 

Existing law: 

S 
B 

6 
3 
4 

1. Provides for the licensure and regulation of health care service plans by the 
Department of Managed Health Care (DMHC) and for the licensure and regulation of 
health insurers by the Department ofInsurance (Department). 

2. Requires insurers issuing group or individual health insurance policies to reimburse 
each complete claim no later than 30 working days after receipt of the complete claim 
by the insurer. 

3. Allows an insurer to contest or deny a claim by notifying the provider claimant that 
the claim is being contested or denied within 30 working days after receipt of the . . 

. complete claim. 

4. Requires the commissioner to receive, investigate and respond to complaints and 
inquiries and, when warranted, to bring enforcement actions against insurers, 
including health insurers, as specified. 

5. Defines as an unfair practice on the part of a health insurer knowingly committing or 
performing with such frequency as to indicate a general business practice any unfair 
claims settlement practice, including failing to affirm or deny coverage of claims 
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within a reasonable time or failing to provide promptly a reasonable explanation of 
the basis relied on for the denial of a claim. 

6. Requires health insurers to provide summary information about their health insurance 
policies on a standard disclosure form prescribed by the Insurance Commissioner. 

Existing DMHC regulations: 
1. Establish timelines and conditions governing how health plans (but not health 

insurers) reimburse contracting and non-contracting physicians and other health care 
providers, including the following: 

a. A health plan may not impose a deadline for receiving provider claims that for 
contracted providers is less than 90 days from the date of service and for non
contracted providers is less than 180 days from the date of service. 

b. A health plan that denies a claim because it was filed beyond the deadline must 
accept and adjudicate the claim according to certain procedures and timelines if 
the provider elects to use the plan's dispute resolution process and demonstrates 
good cause for the delay. 

c. A health plan may not request reimbursement for overpayment of a claim unless it 
sends a written request to the provider within 365 days ofthe date of payment of 
the over-paid claim. 

d. A health plan must acknowledge the receipt of each claim within two working 
days in case of an electronically submitted claim and within 15 working days in 
the case of a paper claim. 

e. A health plan must disclose the recorded date of receipt in the same manner as the 
claim was submitted or provide a mutually agreeable method of notification by 
which the provider can confirm the plan's receipt of the claim. 

f. A health plan must, initially upon contracting with a provider, annually thereafter, 
and upon a provider's request, provide in electronic format the provider's fee 
schedule and detailed payment policies used to adjudicate claims, as specified. 

2. Defines an unfair payment pattern any practice, policy, or procedure that results in 
repeated delays in the adjudication and correct reimbursement of provider claims, as 
defined. 

this bill: 
1. . Establishes timelines and conditions governing reimbursement of contracted and non

contraCted providers by health insurers that contract'with providers for alternative 
rates of payment (PPO plans) that are substantially similar to those governing health 
plans, as in existing regulations @@§'l,"Tib'eU a:b'i5v-e; except for the following differences: 

a. a health insurer must not impose a deadline for receipt of a claim that is less than 
.... 1-8tJdays for a contracted provider and 3'60 days for a non-contracted provider. 
CZe> /&-0 
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b. a health insurer must, prior to contracting with a provider, annually thereafter, and 
upon a provider's request, provide in electronic fonnat the provider's fee schedule 
and detailed payment policies used to adjudicate claims, as specified. 

c. the bill would not alter or affect any rights providers may have under any 
applicable statute of limitations or antiforfeiture provisions in state la::..:.w.:..;._---

2. ~eattlrifl:s;I:H:e state on its stan aF ISC osure fonns the nature and 
extent of the finanqialliability t . etl-Ff..gd-h¥J.h~li~Yh~lder if care is 
furnished by a health-caP rovider that does not have a contrac WI 1nl:reinsurer. 

~@ ff '<tJ ~~_ ,6 j 
FISC Ah::I·M:1M.CT 

~ 

Unknown costs to the Department to enforce the new claims payment and disclosure 

p~vi~i~n~. . .. ,t;!J.. L ... .(.:Q. ~~ h~' ~ ~ ~ 
.t- ,~ iP ___ ~ (f" -- -- 'fl<, ~ A-f ~ 
~ r-- BACKGROUND AND DISCUSSION ~~,,-~ d-_____ ~- 'tA 

According to the author, the purpose of SB 634 is to provide similar protections for ~ 
consumers and providers interacting with health insurers as those that already exist under ~ ~ 
health plans regulated by the DMHC. The author states that health care providers ,..t...c7 th ~k 
operating under health insurers regulated by the Department ofInsurance have virtually ~ % 
no rights as compared with providers who provide services under health plans. The -0.. ~ I 
author further states that the Department could, but chooses not to, require insurers to pay .~ I fr) 

providers in accordance with their agreements with providers. In addition, health 
insurance policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health plans are 
applicable to health insurers regulated by the Department. For example, health plans and 
health insurers are both required to pay complete claims from providers within· 
established timeframes and to pay interest penalties for late payments. However, others, 
including minimum deadlines for submission of claims and maximum deadlines for 
requests for overpayment from providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution processes, prohibitions against 
engaging in an unfair payment pattern, and requirements to submit claims payment 

.....p.erfonnance reports, currently apply to health plans but not to health insurers. 

Arguments in support 
Supporters argue that SB 634 will level the playing field between the Department
regulated health insurers and DMHC-regulated health P!ans. Supporters note that 
legislation in 2000 required the DMHC to promulgate regulations to identify and end 
unfair claims practices that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, the Department was not required to comply, 
leaving patients and their providers associated with health insurers without the same 
protections. With the noticeable increa~e in the number of Californians insured by the 
Department-regulated insurers and PPOs the need for equity has intensified. Supporters 
argue that SB 634 contains a number overdue tefonns; including establishment of claims 
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filing deadlines, disclosure of fee schedules, disclosure of claims payment rules, and 
. sure to patients about the extent of their financial liability for health care services. 

Supporters argue that the bill would also protect patients from being involved in payment 
disputes between providers and insurers. 

Arguments in opposition 
,In taking an oppose unless amended position, the Association of California Life and 
Health Insurance Companies (ACLHIC) states that while it does not oppose the 
application of some of the provider claims payment provisions that currently apply to 
health plans to health insurers, they have concerns about some provisions. Ia13ftfl-ietltaf, 
the deadlines for submission ofclmrns-t;y providers proposeao-yffie DIll (180 and 3"60 
days, r.e&pectively;-f-er-ee-fitracteci-a:R - on facte proVI ers are double for health 
platl.S,lw:v-iftg-in:surersi1rthe untenalJle POSI IOn 0 H-i: er SIX mont s for c mms to 
be ~ e naalmost a year for non-contracting providers. fn 
add'ittO'u, ACHLIC argues that smaller health insurers do not have sufficient leverage to 
compel the entities they contract with to 'establish provider networks and reimbursement 
rates to disclose their fee schedules to providers as required by the bill, exposing the # 

'nsurers to unfair claims practices violations. ACHLIC recommends that the bill be 
mended to require insurers to disclose the fee schedule they use. Finally, ACHLIC 
rgues that placing detailed claims payment requirements in statute makes it difficult to 
odify the requirements, and notes that many of the requirements for health plans are 

stablished in regulations . 

COMMENTS AND QUESTIONS 

1. Deadlines for submission of claims. SB 634 provides that the deadlines for 
submission of claims to health insurers by providers shall be no less than 180 days for 
contracted providers and 360 days for non-contracted providers. Presently, the 
comparable deadlines for health plans under DMHC regulations are 90 and 180 days, 
respectively. If the goal of the bill is establishing greater parity between regulatory 
requirements for health insurers and health plans, what is the reason for the longer 
claims submission deadlines contained in this bill? 

2. Exclusion of some DMHC claims payment provisions. SB 634 incorporates some, 
but not all of the provider claims payment provisions that are applicable to health 
plans regulated by the DMHC. For example, specific provisions pertaining to unfair 
payment patterns (which as defined includes imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to properly handle and pay 95 
percent of claims over a defined time period, requests for medical records for more 
than a defined percentage of claims, and failure to contest or deny claims within 

, statutorily defined time periods) and requirements to have fast and fair dispute 
resolution processes that are applicable to health pl~ns are not included in the bill. 
Should additional claims protections available to providers serving health plans such 
as definitions of unfair payment patterns and requirements on plans to have fast and 
fair dispute resolution processes for providers be included in this bill? 

3. Workability of requirement to dis,close fees and payment methods. Under the bill 
as drafted a health insurer must, pridr to contracting with a provider and annually 
thereafter provide in electronic format the provider's fee schedule and detailed 
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payment policies used to adjudicate claims. As pointed out by health insurers, in 
some cases insurers' contract with intermediaries to develop provider networks and 
payment rates and the insurers may not be able to compel those intennediaries to 
disclose their payment rates, policies, and procedures. How does the author propose 
to address this problem? 

Related Bills 
• SB 364 (Perata): Allows an emergency physician who has a contract with a health 

plan, but does not have a contract with a medical group or other entity that has been 
assigned responsibility for paying claims by the health plan, to submit a claim to the 
plan, and requires the plan to pay the claim pursuant to the terms of the contract. 
Provides that a physician submitting a claim to a plan pursuant to the bill shall not bill 
the patient, except for copayments, deductibles, or other costs that are the 
responsibility of the patient. 

• SB 367 (Speier): Requires health insurers that contest or deny claims from providers 
to provide the legal and factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. Requires the department to 
implement new complaint procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a complaint that involves a 
health insurance policy within 30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations Committee. 

• SB 417 (Ortiz): Prohibits hospital-based health care providers from routinely billing 
patients who have health insurance in excess of applicable copayments, deductibles, 
or coinsurance unless the provider has first billed the health insurer and been denied 
payment. Requires DMHC to review individual provider complaints about unfair 
payment practices by health care service plans or their contractors and to take 
enforcement actions. Currently in Senate Appropriations Committee. 

• AB 1321 (Vee): Prohibits hospital-based anesthesiologists, radiologists, pathologists, 
and emergency room physicians, or a group of such physicians, from seeking 
payment for services, other than allowable copayments and deductibles; from 
individual enrollees of a health plan. Currently in Assembly Appropriations 

. Committee. • 

Previous legislation 
• AB 1455 (Scott, Chapter 827, Statutes of 2000) and SB 1177 (Perata, Chapter 

825, Statutes of 2000): Prohibits health care service plans from engaging in an 
unfair payment pattern and authorizes the director to impose sanctions on plans that 
the director determines have engaged in an unfair payment pattern .. Requires health 
care service plans to ensure thC1-t their dispute resolution programs are available to non 
contracting providers. . 
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Support: 
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California Medical Association (sponsor) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
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California Chiropractic Association 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
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Association of California Health and Life (unless amended) 
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Mello, Timothy 

From: Spingarn, Ronald 

Sent: Tuesday, May 10, 200511 :47 AM 

To: Mello, Timothy 

Subject: SB 634 

The CA Assn of Anesthesiologists also supports the bill in addition to those listed on the health committee 
analysis. Attached is the analysis from the Banking, Finance and Insurance Committee on the bill. 

Ronald Spingarn 
Office of California State Senator Jackie Speier 
(916) 651 4008 office 
(916) 651 1886 direct 
(916)3415287fax 
www.sen.ca.gov/speier 

05110/2005 
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Display 2005-2006 Bill Text - INFORMATION 
BILL NUMBER: SB 634 

INTRODUCED BY 

BILL TEXT 

AMENDED IN SENATE MAY 10, 2005 
AMENDED IN SENATE APRIL 11, 2005 

Senator Speier 

FEBRUARY 22, 2005 

An act to ameRa SeeEieR 19694 add Section 511.4 to the Business --- ----- -- ---
and Professions Code, and to amend Section 10123.12 of, and to add 
Section 10133.66 to, the Insurance Code, relating to health insurance. 

LEGISLATIVE COUNSEL'S DIGEST 

SB 634, as amended, Speier. Health insurance: claims practices. 

PAGE 1 

Existing law provides for regulation of health insurers by the Insurance 
Commissioner. Existing law, known as the Health Care Providers Bill of Ri~fhts, 
imposes certain requirements and prohibitions on the relationship between 
providers of health care services and health insurers relative to alternative 
rates of payment made by insurers on behalf of covered insureds. Existing law 
also requires health insurance and self-insured employee welfare benefit 
plan disclosure forms to be provided to insureds and enrollees, and 
requires those disclosure forms to contain specified information. 

This bill w2~d impose<7additional requirements on health insurers that 
enter into contracts with health care providers relative to the processing and 
payment of claims including requiring the disclosure of specified 
information in electronic format to providers annually and, 
additionally, upon ~ contracted provider's request. The bill would 
also require ~ contracting ~gent to disclose such specified 
information in electronic fOEma~ to QEoviders annually and upon ~ 
contracted provider's written request. The bill would alae require the 
health insllrance policy or self-insured employee welfare benefit plan 
disclosure forms to insureds and enrollees to contain the nature and 
extent of the financial liability that is or may be incurred by the insuredL. 
enrollee, or his or her family, where care is furnished by a provider that 

• • .. I 

does not have a contract wlth the lnsurer. or plan to provlde services at 
an alternative rate of payment. 

Vote: majority. Appropriation: no. Fiscal committee: no. State-mandated 
local program: no. 
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SENATE COMMITIEE ON BANKING, FINANCE, AND INSURANCE 
Senator Jackie Speier, Chair 

S8 634 : (Speier) Hearing Date: April 20, 2005 

As Amended: April 11, 2005 
No Fiscal: 

Urgency: No 

SUMMARY 

Would extend many of the current claims payment protections afforded health 
care providers who deliver care to enrollees of health plans to providers who 
deliver care to patients with health insurance, and would require greater 
disclosure to individual policyholders about their potential costs when obtaining 
services from a provider who does not have a contract with the insured's health 
insurance company. 

DIGEST 

Existing law 

1. Provides for the regulation of health plans by the Department of Managed 
Health Care (DMHC) and for the regulation of health insurers by the 
Department of Insurance (001); 

2. Requires health insurers to provide summary information about their 
health insurance policies on a standard disclosure form prescribed by the 
Insurance Commissioner. 

Existing regulations 

3. Establish timelines and conditions governing how health plans (but not 
health insurers) reimburse contracting and non-contracting physicians and 
other health care providers, including the following: 

a) a health plan may not impose a deadline for receiving provider 
claims that for contracted providers is less than 90 days from the 
date of service and for non-contracted providers is less than 180 
days from the date of service; 

b) a health plan that denies a claim because it was filed beyond the 
deadline must accept a'nd adjudicate the claim according to certain 
procedures and timelines if the provider elects to use the plan's 
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This bill 

dispute resolution process and demonstrates good cause for the 
delay; 

c) a health plan may not request reimbursement for overpayment of a 
claim unless it sends a written request to the provider within 365 
days of the date of payment of the over-paid claim; 

d) a health plan must identify and acknowledge the receipt of each 
claim and disclose the recorded date of receipt in the same manner 
as the claim was submitted or provide a mutually agreeable method 
of notification by which the provider can confirm the plan's receipt 
of the claim; 

e) a health plan must, initially upon contracting with a provider, 
annually thereafter, and upon a provider's request, provide in 
electronic format the provider's fee schedule and detailed payment 
policies used to adjudicate claims, as specified; 

f) a health plan can disclose the fee schedule and other required 
information through the use of a website as long as the contracted 
provider is notified in writing at least 45 days in advance. 

1. Would require that a health insurer state on its standard disclosure forms 
the nature and extent of the financial liability that may be incurred by the 
policyholder if care is furnished by a health care provider that does not 
have a contract with the insurer; 

2. Would establish timelines and conditions governing how health insurers 
must reimburse contracted and noncontracted physicians and other 
providers that are substantially similar to those governing health plans 
(listed above), except for the following differences: 

a) a health insurer must not impose a deadline for receipt of a claim 
that is less than 180 days for a contracted provider and 360 days 
for a noncontracted provider; 

b) the bill would not alter or affect any rights providers may have 
under any applicable statute of limitations or antiforfeiture 
provisions in state law; • 

c) the amount of payment for each service to be provided under a 
contract must be disclosed on the Internet or on written request by 
the health insurer or the entity that contracts with providers. 
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COMMENTS 

1 . Purpose of the bill. To better inform health insurance consumers of the cost 
of utilizing out-of-network health care providers; and to establish timelines 
and conditions prescribing how health insurers must reimburse providers. 

2. Background. California law governs health plans, such as Health 
Maintenance Organizations, differently than it governs health insurers, such 
as Preferred Provider Organizations, and gives each its own regUlator. 
When, in 2003, the DMHC promulgated regulations on claims settlement 
practices between health plans and providers, those regulations did not 
apply to health insurers regulated by the DOL Part of the intent of this bill is 
to align the claims settlement practices of health insurers with those of 
health plans. 

3. Support. According to the author, the bifurcated regulation of health 
insurance in California arbitrarily has left physicians and other providers with 
fewer protections when contracting with a health insurer than when 
contracting with a health plan. Payment procedures lend predictability and 
fairness to insurance reimbursement, and providers should be able to rely 
on such procedures regardless of the type of health insurance their patients 
have. This is particularly the case in light of the recent migration of covered 
lives from DMHC-regulated products to those licensed by the DOL 

The California Medical Association, the sponsor of SB 634 states that the 
bill would protect patients from being involved in payment disputes between 
providers and insurers. By requiring that fee schedules be attached to each 
contract so that payment can be accurately predicted, the bill provides 
physicians and surgeons a clear guideline to follow when discrepancies 
occur without adversely affecting the doctor-patient relationship. 

4. Opposition. The Association of California Life and Health Insurance 
Companies (ACLHIC) states that while it does not oppose the stated intent 
of SB 634 - to equalize payment practices of health plans and health 
insurers - it does take issue with 3 aspects of the measure: 

1) The deadlines are not imposed on a parity basis. While providers have 
a 90 or 180 day deadline to submit claims to health plans in current • 
regulations, this bill would give providers twice that time - 180 or 360 
days - to submit claims to health insurers. This would leave health 
insurers in the untenable position of waiting over six months for claims 
to be submitted by contracting providers and almost a year for non
contracting providers. 
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COMMENTS 
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2) The bill requires health insurers to see that their contracting agents 
disclose fee schedules, but health insurers have no leverage over 
contracting agents. ACLHIC recommends that the bill be amended to 
require the insurers to disclose the fee schedule they use, which they 
already have to identify when they send an evidence of coverage 
statement to the provider. 

3) The requirement that insurers acknowledge the receipt of electronic 
claims submissions within 2 days may be burdensome for national 
companies that would have to install separate software to comply. 
ACLHIC uses this as an example of a logistical problem that could be 
easily corrected if these requirements were in regulations (as they are 
for health plans) rather than statute. 

POSITIONS 

Support 

American College of Obstetricians and Gynecologists 
California Academy of Ophthalmology 
California Dental Association 
California Hospital Association 
California Medical Association (sponsor) 

Oppose unless amended 

Association of California Life and Health Insurance Companies 

Consultant: Ron Spingarn (916) 651-1886 
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AMENDMENTS TO SENATE BILL NO. 634 
AS AMENDED IN SENATE APRIL 11, 2005 

Amendment 1 
In line 1 of the title, strike out "amend Section 10604" and inseli: 

add Section 511.4 to the Business and Professions Code, and to amend Section 
10123.12 

Amendment 2 
On page 2, between lines 17 and 18, insert: 

SEC. 2. Section 511.4 is added to the Business and Professions Code, to read: 
511.4. (a) A contracting agent, as defined in paragraph (2) of subdivision (d) 

of Section 511.1, shall beginning July 1, 2006, prior to contracting, annually 
thereafter on or before the contract anniversary date, and, in addition, upon the 
contracted provider's written request, disclose to contracting providers all of the 
following information in an electronic format: 

(1) The amount of payment for each service to be provided under the contract, 
including any fee schedules or other factors or units used in detennining the fees for 
each service, shall be disclosed on the Internet or on written request by the health 
insurer or the entity that contracts with providers. To the extent that reimbursement is 
made pursuant to a specified fee schedule, the contract shall incorporate that fee 
schedule by reference, including the year of the schedule. For any proprietary fee 
schedule, the contract shall include sufficient detail that payment amounts related to 
that fee schedule can be accurately predicted. 

(2) The detailed payment policies and rules and nonstandard coding 
methodologies used to adjudicate claims, which shall, unless otherwise prohibited by 
state law, do all ofthe following: 

(A) When available, be consistent with Current Procedural Terminology 
(CPT), and standards accepted by nationally recognized medical societies and 
organizations, federal regulatory bodies, and major credentialing organizations. 

(B) Clearly and accurately state what is covered by any global payment 
provisions for both professional and institutional services, any global payment 
provisions for all services necessary as part of a course of treatment in an institutional 
setting, and any other global arrangements, such as per diem hospital payments. 

(C) At a minimum, clearly and accurately state the policies regarding all ofthe 
following: 

(i) Consolidation of multiple service~ or charges and payment adjustments due 
to coding changes. 

(ii) Reimbursement for multiple procedures. ' 
(iii) Reimbursement for assistant surgeons. 
(iv) Reimbursement for the administration of immunizations and injectable 

medications. 
(v) Recognition of CPT modifiers. 
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(b) The infonnation disclosures required by this section shall be in sufficient 
detail and in an understandable fonnat that does not disclose proprietary trade secret 
infonnation or violate copyright law or patented processes, so that a reasonable 
person with sufficient training, experience, and competence in claims processing can 
determine the payment to be made according to the terms of the contract. 

( c) A contracting agent may disclose the fee schedules mandated by this section 
through the use of a Web site, so long as it provides written notice to the contracted 
provider at least 45 days prior to implementing a Web site transmission format or 
posting any changes to the information on the Web site. 

SEC. 3. Section 10123.12 of the Insurance Code is amended to read: 
10123.12. Every disability health insurer, including those insurers vAlieh that 

contract for alternative rates of payment pursuant to Section 10133, and every -
self-insured employee welfare benefit plan, vihieh that will affect the choice of 
physician, hospital, or other health care providers Shiill include within its disclosure 
fonn and within its evidence or certificate of coverage a statement clearly describing 
how participation in the policy or plan may affect the choice of physician, hospital, or 
other health care providers, and describing the nature and extent of the financial 
liability that is, or that may be, incurred by the insured, enrollee, or covered 
dependents if care is furnished by a provider that does not have a contract with the 
insurer or plan to provide service at alternative rates of payment pursuant to Section 
10133. The fonn shall clearly infonn prospective insureds or plan enrollees that 
participation III the policy or plan will affect the person's choice in this regard by 
placing the following statement in a conspicuous place on all material required to be 
given to prospective insureds or plan enrollees' including promotional and descriptive 
material, disclosure forms, and certificates and evidences of coverage: 

PLEASE READ THE FOLLOWING INFORMATION SO YOU WILL 
KNOW FROM WHOM OR WHAT GROUP OF PROVIDERS HEALTH CARE 

MAY BE OBTAINED 
It is not the intent of this section to require that the names of individual health 

care providers be enumerated to prospective insureds or enrollees. 
If a disability health insurer providing coverage for hospital, medical, or 

surgical expenses provides a list of facilities to patients or contracting providers, the 
insurer shall include within the provider listing a notification that insureds or 
enrollees may contact the insurer in order to obtain a list of the facilities with which 
the disability health insurer is contracting for subacute care and/or transitional 
inpatient care. 

Amendment 3 
On page 2, line 18, strike out "SEC. 2." and insert: 

SEC. 4. 
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SEC. 4. 
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On page 2, line 20, strike out "that enters into contracts with a" and strike out 
lines 21 to 23, inclusive, and insert: 

Amendment 5 
On page 2, line 25, after "claim" insert: 

from a professional provider who submits a claim on behalf of an insured or pursuant 
to a professional provider's contract with a health insurer 

90 

180 

90 

Amendment 6 
On page 2, line 26, strike out "180" and insert: 

Amendment 7 
On page 2, line 26, strike out "360" and insert: 

Amendment 8 
On page 2, line 32, strike out" 180" and insert: 

Amendment 9 
On page 2, lines 34 and 35, strike out ", whether directly or through any entity 
that contracts with providers on its behalf," 

Amendment 10 
On page 3, line 22, strike out "as" stJ;ike out lines 23 to 28, inclusive, and in 
line 29, strike out "acknowledgment shall be provided" 
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On page 3, lines 32 and 33, strike out ", or any entity that contracts with 
providers on its behalf," 

// 
// 

Amendment 12 
On page 3, lines 35 and 36, strike out "in paragraph (1) or (2), whichever is 
applicable," and insert: 

Amendment 13 
On page 3, line 38, strike out "January" and insert: 

Amendment 14 
On page 4, lines 1 and 2, strike out "or the entity that contracts with providers" 

Amendment 15 
On page 4, line 30, strike out "(ii )" and insert: 

(ii) 

Amendment 16 
On page 5, lines 3 and 4, strike out ", whether directly or through any entity 
that contracts with providers on its behalf," 

Amendment 17 
On page 5, strike out lines 10 to 39, inclusive, and strike out page 6 

• 
- 0 -
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ASSOCIATION OF CALIFORNIA LIFE & HEALTH INSURANCE COMPANIES 

April 19, 2005 

Honorable Jackie Speier 
Member, State Senate 
State Capitol 
Sacramento, CA 95814 

RE: S8 634 (SPEIER) - OPPOSE, UNLESS AMENDED 

Dear Senator Speier: 

The Association of California Life and Health Insurance Companies has reviewed 
SB 634, as amended April 11, which would impose similar provider claims 
protections in the Insurance Code as currently apply to health care service plans. 

As you know, health insurers have been regulated for years through the Fair 
Claims Settlement Practices regulations and statutes. Under those statutes and 
regulations, insureds are protected against insurer practices that would 
inappropriately reduce, deny or delay the payment of claims for covered benefits 
and impose stiff penalties for failure to meet those proscriptive requirements. 
These statutes and regulations include deadlines for acknowledging and paying 
claims to insureds. 

SB 634 would add to those already proscriptive requirements by applying 
additional requirements that were included in the DMHC regulations. While 
ACLHIC would not oppose the addition of some of those provisions, we have 
particular concerns regarding the following new provisions that will have a 
disproportionately negative impact on health insurers as contrasted to health 
care service plans: 

Deadlines imposed are not on a parity basis. According to our conversations 
with the sponsors, the purpose of the bill is to enact parity provisions regarding 
provider claims between health insurers and health plans. However, recent 
amendments would impose a stricter requirement on health insurers than health 
care service plans. Specifically, under the recently adopted AB 1455 (Scott) 
Unfair Provider Claims Practices regulations promulgated by the Department of 
Managed Health Care, health plans cannot impose deadlines for provider 
submission of claims beyond 90 days for a contracted provider, and 180 days for 
a non-contracted provider. SB 634 would double that time frame only for health 
insurers, leaving health insurers in the untenable position of waiting over six 
months for claims to be submitted for contracting providers, and almost a year for 
non-contracting providers. We would oppose that inequity. 

1201 K Street· Suite 1820· Sacramento; CA 95814· 916-442-3648· fax 916-442-1730 
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Honorable Jackie Speier 
SB 634 - Opposition 
April 19, 2005 
Page 2 

Regulation of contracting entities through health insurers. SB 634 requires 
health insurers to ensure that the contracting agent through which they lease 
their networks disclose extensive fee schedules to the providers they contract 
with. While insurers could disclose the fee schedule themselves, they have no 
leverage over the network contractors through whom they might lease the 
network. Contracting agents establish PPO networks and negotiate the 
reimbursement rates themselves. Most of these contracting agents are not 
insurers and thus are not regulated under the Insurance Code. 

Larger health insurers directly contract with providers or their PPO networks 
because they have the financial wherewithal to do so, or they are already 
negotiating provider contracts under their health care service plan contracts. The 
smaller health insurance companies cannot do so. Further, they have no 
leverage to ensure that their contracting agent do anything. The only leverage 
they have would be to cancel their contract, upsetting the entire network of 
literally thousands of providers, not to mention disrupting patient/provider 
relationships. Simply stated, these insurers do not represent a large enough 
market to compel these contracting agents to do anything. 

What this measure will do is impose a requirement that cannot be complied with, 
leaving the health insurer open to unfair claims practices violations. ACLHIC 
would strongly recommend that the bill be amended to require the insurers to 
disclose the fee schedule they use (within the parameters of protecting 
proprietary information), which they already have to identify when they send an 
evidence of benefits statement to the provider. 

Finally, ACLHIC would point out that the parity provisions envisioned in this bill 
are currently included in regulation, not statute, as they apply to health care 
service plans. Should any of the provisions of those regulations prove 
unworkable, it is far easier to change a regulation rather than a statute. SB 634 
would instead, as the provisions would apply to insurers, enact those provisions 
through statute. For this reason, unreasonable deadlines should be 
reconsidered, even if they are already included in the DMHC regulations. An 
example of this is the requirement that health insurers acknowledge electronic 
claims form submissions within 2 days .• Current law and regulations require 
acknowledgement within 15 days. Since insurers still have 30 days to pay a 
claim, it is unclear why this stringent deadline for acknowledgment is necessary. 
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This could have an inequitable impact on national companies that would need to 
install a separate function and software just to acknowledge these electronic 
claims from California. The opportunity for unintended delays and thus a pattern 
of unfair claims payment practices is obvious. Should the DMHC find that this 
deadline is unreasonable, they can amend their regulations. Insurers would be 
forced to seek passage of legislation, within the legislative calendar and 
timeframes. For this reason, SB 634 should prioritize those changes that are 
truly necessary to protect providers submitting claims for insureds, while deleting 
provisions that are not necessary, such as the two day acknowledgement 
deadline. 

As always, we appreciate your willingness to consider our views. 

Most Cordially, 

Anne Eowan 
Vice-President, Government Affairs 

cc Chairwoman and Members, Senate Health Committee 
Peter Hansel, Consultant 
Tim Conaghan, Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison, Governor's Office 
Senate Floor Analyses 
Brett Michelin and Astrid Meghrigian, CMA 

Honorable Jackie Speier 
SB 634 - Opposition 
April 19, 2005 
Page 2 

This could have an inequitable impact on national companies that would need to 
install a separate function and software just to acknowledge these electronic 
claims from California. The opportunity for unintended delays and thus a pattern 
of unfair claims payment practices is obvious. Should the DMHC find that this 
deadline is unreasonable, they can amend their regulations. Insurers would be 
forced to seek passage of legislation, within the legislative calendar and 
timeframes. For this reason, SB 634 should prioritize those changes that are 
truly necessary to protect providers submitting claims for insureds, while deleting 
provisions that are not necessary, such as the two day acknowledgement 
deadline. 

As always, we appreciate your willingness to consider our views. 

Most Cordially, 

Anne Eowan 
Vice-President, Government Affairs 

cc Chairwoman and Members, Senate Health Committee 
Peter Hansel, Consultant 
Tim Conaghan, Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison, Governor's Office 
Senate Floor Analyses 
Brett Michelin and Astrid Meghrigian, CMA 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 151 of 310

04/13/2005 15:46 FAX 916 553 9008 ACLHIC 141002 

ASSOCIATION OF CALIFORNlA LIFE & HEA.LTH INSURANCE COMPANIES 

April 13, 2005 

Honorable Jackie Speier 
Member, State Senate 
State Capitol 
Sacramento, CA 95814 

RE: S8 634 (SPEIER) - OPPOSE, UNLESS AMENDED 

Dear Senator Speier: 

The Association of California Life and Health Insurance Companies has reviewed 
SB 634, as amended April 11, which would impose similar provider claims 
protections in the Insurance Code as currently apply to health care service plans. 

As you know, health insurers have been regulated for years through the Fair 
Claims Settlement Practices regulations and statutes. Under those statutes and 
regulations, insureds are protected against insurer practices that would 
inappropriately reduce, deny or delay the payment of claims for covered benefits 
and impose stiff penalties for failure to meet those proscriptive requirements. 
These statutes and regulations include deadlines for acknowledging and paying 
claims to insureds. 

SB 634 would add to those already proscriptive requirements by applying 
additional requirements that were included in the DMHC regulations. While 
ACLHIC would not oppose the addition of some of those provisions, we have 
particular concerns regarding the following new provisions that will have a 
disproportionately negative impact on health insurers as contrasted to health 
care service plans: 

Deadlines imposed are not on a parity basis. According to our conversations 
with the sponsors, the purpose of the bill is to enact parity provisions regarding 
provider claims between health insurers and health plans. However, recent 
amendments would impose a stricter requirement on health insurers than health 
care service plans. Specifically, under the recently adopted AB 1455 (Scott) 
Unfair Provider Claims Practices regulations promulgated by the Department of 
Managed Health Care, health plans cannot impose deadlines for provider 

. submission of claims beyond 90 days for a contracted provider, and 180 days for 
a non-contracted provider. SB 634 would double that time frame only for health 
insurers, leaying health insurers in the untenable position of waiting over six 
months for claims to be submitted for contracting providers, and almost a year for 
non~contracting providers. We would oppose that inequity. 

1201 K Street· Suite 1820· Sacramento, CA 95814·916-442-3648· fax 916-442-1730 
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BILL ANALYSIS BACKGROUND INFORMATION WORKSHEET 

BILL NUMBER: SB 634 AUTHOR: Speier 

Please return a total of FIVE COPIES of the completed worksheet, including position letters, 
and email back the worksheet and other information available electronically to 
Danny.Sandoval@asm.ca.gov. 

The above bill has been referred to the Assembly Health Committee. Please bring the following information to 
the Committee, Room 6005 of the State Capitol. Please type your comments on this form or on attachments. 
The information and amendments must be submitted at least seven days before the bill is to be heard at the 
Committee's hearing. We require the original amendments plus nine copies. The Chair may withdraw the 
bill from its scheduled hearing if the worksheet and/or the amendments are not received within the specified 
timeline, The bill "set" that is put ,over for this reason will count against the author's limit of three sets. Please 
call the Committee Secretary at 319-2097 if you have any questions. 

1. What does your bill do? 

SB 634 will provide greater protections for consumers and providers under health insurers regulated 
by the DOl. The bill is modeled after Department of Managed Health Care regulations passed in 
2003. 

2. Describe the deficiency in existing law in this area (include code citations). 

Under current law, the Department of Insurance (DOl) does not currently have to address provider 
complaints directly. As a result, health care consumers are often put in the middle of disputes 
between health insurers, health care providers and the DOl. 

Also, health insurance policy holders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer, and timeframes to respond to and resolve consumer complaints 
provide greater protection to consumers and providers at the DMHC than at the DOl. 

3. Why is this bill needed? Please be specific and present significant facts, research studies, and 
pertinent background. Please provide any relevant background materials supporting the need for the 
bill. 

Under the DMHC, consumers and providers may file complaints with that department. According to 
the DMHC, approximately 80% of these complaints relate to payment or reimbursement for services 
provided to a patient. Current regulations create rights for consumers and providers regarding HMOs 
and PPOs regulated by the DMHC. The DMHC has found in favor of nearly 30% of the complaints 
regarding HMOs or PPO which have denied or delayed 'payment to providers. The attached 
documents show the provider complaint process and related statistics under the DMHC. Similar 
protections are required under the Department of Insurance to ensure that providers are payed 
money they are owed for services they have provided to patients. This helps to ensure that patients 
and providers will not be responsible for paying for services that should be paid under the terms of 
their contact with a health insurance company. 
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I}ACKGROUND WORKSHEET 
PAGE 2 

4. What state agencies does this bill affect? (NOTE: The Chair has asked that departments, agencies, 
boards, etc. affected by proposed legislation provide testimony on bills that affect their program 
areas.) 

The Department of Insurance. 

5. Has a similar bill been introduced either this session or during a previous legislative session? _Yes_ 
If yes, please identify the bill, the legislative session, and its disposition. 

AB 1455 (Chap 827, Stats 2000) - Committee on Insurance. SB 260 (Chapt. 529, Stats. 1999)
Speier. SB 2007 (Speier, 2000), held in Senate Appropriations Committee. SB 2094 (Chapt. 1067, 
Stats. 2000) - Senate Insurance Committee. SB 59 (Chapt. 539, Stats. 1999) - Perata. 

6. Has there been an interim hearing or report on the bill or on this topic? If yes, please provide the 

I No hearing transcript andlor the report 

7. Please provide the Committee with a total of 5 hard copies of all letters of support and opposition 
received for bill. Hard copies of support and opposition letters must be received by the committee no 
later than 12:00 noon on the Wednesday prior to a Tuesday hearing to be assured reference in the 
committee analysis. (Electronic letters may not be reflected in the analysis.) 

8. Do you plan to amend this bill prior to the hearing? YES __ NO _X_ 

If yes, briefly explain the substance of the amendments and attach a copy of the proposed language. 
Legislative Counsel amendments must be received by Tuesday, 7 days prior to the hearing. Please hand 
deliver the signed original amendment(s) plus 9 copies (unsigned) to the Committee Secretary. 

NOTE: If the deadline for submitting amendments is not met by the author, the bill may be put over by the 
Chair. The bill "set" that is put over for this reason will count against the author's limit of 3 sets. 
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9. Please list the witnesses ou Ian to have testif . . ----~~~~----~~~==~~~~~~-------------------------------------. 
Brett Michelin, California Medical Association 

10. Does this bill have a sponsor? If yes, please provide the sponsor's name and phone number. 

California Medical Association - Office 444 5532. Fax (916) 444 5689. 
Brett Michelin: Cell (916) 217 3300. Astrid Meghrigian: Cell (415) 350 3966 

11. Please provide the name and phone number of your leeislative staff contact for this bill. 

Ronald Spingarn, Office of Senator Speier, (916) 651 4008, Cell 916 549 1743 

Please return a total of FIVE COPIES of the completed worksheet, including position letters. 

3 

9. Please list the witnesses ou Ian to have testif . 
'~~~~~~~~~~~~~~~~~~-------------------------------------. 

Brett Michelin, California Medical Association 

10. Does this bill have a sponsor? If yes, please provide the sponsor's name and phone number. 

California Medical Association - Office 444 5532. Fax (916) 444 5689. 
Brett Michelin: Cell (916) 217 3300. Astrid Meghrigian: Cell (415) 350 3966 

11. Please provide the name and phone number of your le1!islative staff contact for this bill. 

Ronald Spingarn, Office of Senator Speier, (916) 651 4008, Cell 916 549 1743 

Please return a total of FIVE COPIES of the completed worksheet, including position letters. 

3 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 156 of 310

·:.t. 

" . BILL ANALYSIS BACKGROUND INFORMATION WORKSHEET 

»t 2 8 2005 
. " BILL NUMBER: SB 634 AUTHOR: Speier 

Please return a total of FIVE COPIES of the completed worksheet, including position letters, 
and email back the worksheet and other information available electronically to 
Danny.Sandoval@asm.ca.gov. 

The above bill has been referred to the Assembly Health Committee. Please bring the following information to 
the Committee, Room 6005 of the State Capitol. Please type your comments on this form or on attachments. 
The information and amendments must be submitted at least seven days before the bill is to be heard at the 
Committee's hearing. We require the original amendments plus nine copies. The Chair may withdraw the 
bill from its scheduled hearing ifthe worksheet and/or the amendments are not received within the specified 
timeline. The bill "set" that is put over for this reason will count against the author's limit ofthree sets. Please 
call the Committee Secretary at 319-2097 if you have any questions. 

t •••• 

1. What does your bill do? 

SB 634 will provide greater protections for consumers and providers under health insurers regulated 
by the DOL The bill is modeled after Department of Managed Health Care regulations passed in 
2003. 

2. Describe the deficiency in existing law in this area (include code citations). 
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provide greater protection to consumers and providers at the DMHC than at the DOL 
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4. What state agencies does this bill affect? (NOTE: The Chair has asked that departments, agencies, 
boards, etc. affected by proposed legislation provide testimony on bills that affect their program 
areas.) 

The Department of Insurance. 

5. Has a similar bill been introduced either this session or during a previous legislative session? _Yes_ 
If yes, please identify the bill, the legislative session, and its disposition. 
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Stats. 2000) - Senate Insurance Committee. SB 59 (Chapt. 539, Stats. 1999) - Perata. 
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received for bill. Hard copies of support and opposition letters must be received by the committee no 
later than 12:00 noon on the Wednesday prior to a Tuesday hearing to be assured reference in the 
committee analysis. (Electronic letters may not be reflected in the analysis.) 

8. Do you plan to amend this bill prior to the hearing? YES __ NO _X_ 

If yes, briefly explain the substance of the amendments and attach a copy of the proposed language. 
Legislative Counsel amendments must be received by Tuesday, 7 days prior to the hearing. Please hand 
deliver the signed original amendment(s) plus 9 copies (unsigned) to the Committee Secretary. 

NOTE: If the deadline for submitting amendments is not met by the author, the bill may be put over by the 
Chair. The bill "set" that is put over for this reason will count against the author's limit of 3 sets. 
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9. Please list the witnesses you plan to have testify. 

Brett Michelin, California Medical Association 
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Please return a total of FIVE COPIES of the completed worksheet, including position letters. 
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Date of Hearing: July 5,2005 

SENATE VOTE: 36-2 

ASSEMBLY COMMITTEE ON HEALTH 
Wilma Chan, Chair 

SB 634 (Speier) - As Amended: May 10, 2005 

SUBJECT: Health insurance: claims practices. 

SB 634 
Page 1 

SUMMARY: Imposes on health insurers regulated by the Department ofInsurance (DOl), and 
contracting agents, as defined, additional requirements related to processing and payment of 
health care provider claims, similar to some of the regulatory requirements imposed on health 
care service plans (health plans) regulated by the Department of Managed Health Care (DMHC). 
Specifically, this bill: 

1) Declares legislative findings that, in order to ensure appropriate payment of claims and 
consistent regulation of overpayment of health care services by third-party payors, this bill 
extends existing protections afforded to providers delivering services to health plan enrollees 
to providers delivering services to insureds. 

2) Requires contracting agents, as defined in law, and health insurers, beginning July 1, 2006, 
to disclose to providers in an electronic format, prior to contracting, and annually thereafter, 
upon the contracted provider's written request, the following infonnation: 

a) The amount of payment for contract services, including any fee schedules, factors or 
units used in determining the fees for each service, disclosed on the Internet or on written 
request, by the health insurer or entity that contracts with providers. 

b) The detailed payment policies and rules and nonstandard coding methodologies used to 
adjudicate claims, which must, unless otherwise prohibited by law, do all of the 
following: 

i) Be consistent with available Current Procedural Terminology (CPT) and standards 
accepted by nationally recognized medical societies and organizations, federal 
regulatory bodies, and major credentialing organizations; 

ii) Clearly and accurately state what is covered by any global payment provisions for 
both professional and institutional services, any global payment provisions for all 
services necessary as part of a course of treatment in an institutional setting and any 
other global arrangements, such as per diem hospital payments; 

iii) Clearly and accurately state payment policies, including those regarding, among other 
things, consolidation of multiple services or· charges and payment adjustments; 
reimbursement for multiple procedures, assistant surgeons, administration of 
immunizations and injectable medications and recognition of CPT modifiers. 

c) Requires contracts, where reimbursement is made pursuant to a specified fee schedule, to 
incorporate the fee schedule by reference, including the year of the schedule. For 
proprietary fee schedules, <:;ontnlcts must include sufficient detail that payment amounts 
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c) Requires contracts, where reimbursement is made pursuant to a specified fee schedule, to 
incorporate the fee schedule by reference, including the year of the schedule. For 
proprietary fee schedules, <:;ontnlcts must include sufficient detail that payment amounts 
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3) Requires information disclosed, pursuant to #2) above, to be in sufficient detail and in an 
understandable fonnat that does not disclose proprietary trade secret infonnation or violate 
copyright law or patented processes, so that a reasonable person with sufficient training, 
experience, and competence in claims processing can detennine the payment to be made 
under the contract. 

4) Authorizes disclosures pursuant to #2) above to be made through the use of a web site so 
long as it provides wlitten notice to the contracted provider at least 45 days prior to 
implementing a web site transmission or posting any changes to the information on the web 
site. 

5) Prohibits insurers from imposing deadlines for receipt of a claim from professional providers 
pursuant to a contract that is less than 90 days and for noncontracted providers no less than 
180 days from the date the service is provided. 

6) Requires insurers seeking reimbursement for overpayment of a claim to submit the request 
for overpayment in writing within 365 days ofthe date ofthe overpayment and specifies the 
information to be included in the overpayment request. 

7) Requires insurers to acknowledge receipt of a claim, in the same manner as the claim was 
received, within 15 working days of the date of receipt. 

EXISTING LAW: 

1) Provides for regulation of health insurers by the DOl and health care service plans by the 
DMHC. 

2) Authorizes health plans and health insurers to negotiate and enter into contracts for 
alternative rates of payment with institutional providers and offer the benefit of these 
alternative rates to enrollees and insurers who select those providers (typically referred to as 
Preferred Provider Organizations (PPOs)). 

3) Defines a contracting agent as a third-party administrator or trust, a self-insured employer, a 
preferred provider organization, or an independent practice association (IP As), while 
engaged, for monetary or other consideration, in the act of selling, leasing, transferring, 
assigning, or conveying, a provider or provider panel to provide health care services to 
beneficialies or enrollees. 

• 4) Requires insurers issuing group or individual health insurance policies to reimburse each 
complete claim no later than 30 working days after.receipt of the complete claim by the 
insurer. 

5) Allows an insurer to contest or deny a claim by notifying the provider claimant that the claim 
is being contested or denied within 30 working days after receipt of the complete claim. 
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6) Requires the Insurance Commissioner to receive, investigate, and respond to complaints and 
inquiries and, when warranted, to bring enforcement actions against insurers, including 
health insurers, as specified. 

7) Defines as an unfair practice on the pali of a health insurer knowingly committing or 
perfonTIing with such frequency as to indicate a general business practice any unfair claims 
settlement practice, including failing to affinTI or deny coverage of claims within a 
reasonable time or failing to provide promptly a reasonable explanation of the basis relied on 
for the denial of a claim. 

8) Requires health insurers to provide summary information about their health insurance 
policies on a standard disclosure fonTI prescribed by the Insurance Commissioner. 

9) Establishes by regulation timelines and conditions governing how health plans (but not health 
insurers) reimburse contracting and noncontracting physicians and other health care 
providers, including the following: 

a) A health plan may not impose a deadline for receiving provider claims for contracted 
providers less than 90 days from the date of service and for noncontracted providers less 
than 180 days fi'om the date of service; 

b) A health plan that denies a claim because it was filed beyond the deadline must accept 
and adjudicate the claim according to celiain procedures and timelines if the provider 
elects to use the plan's dispute resolution process and demonstrates good cause for the 
delay; 

c) A health plan may not request reimbursement for overpayment of a claim unless it sends 
a written request to the provider within 365 days of the date of payment of the over-paid 
claim; 

d) A health plan must acknowledge the receipt of each claim within two working days in 
case of an electronically submitted claim and within 15 working days in the case of a 
paper claim; 

e) A health plan must disclose the recorded date of receipt in the same manner as the claim 
was submitted or provide a mutually agreeable method of notification by which the 
provider can confirm the plan's receipt of the claim; 

f) A health plan must, initially upon contracting with a provider, annually thereafter, and 
upon a provider's request, provide in electronic fonTIat the provider's fee schedule and 
detailed payment policies used to adjudicate claims, as specified; and, 

g) A health plan must disclose payment policies and applicable fee schedules and other 
required information in an electronic fonTIat, as specified . 

• 
2) . Defines an unfair payment pattern as any practice, policy, or procedure that results in 

repeat~d delays in the adjudication and correct reimbursement of provider claims, as defined. 
The regulations generally define as an unfair payment pattern or practice as failure to meet 
the regulatory standards outlined above for at least 95% of claims in any three month period. 

• FISCAL EFFECT: None. 

• 

• 
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• COMMENTS: 

• 

• 

1) PURPOSE OF THIS BILL. According to the author, the intent of this bill is to improve 
protections for health care consumers and providers related to health insurers regulated by 
the DOL The basis of the changes proposed in this bill is regulations currently applicable to 
health plans regulated by the DMHC. According to the sponsor, the California Medical 
Association (CMA), while both regulatory agencies have staff that respond to consumer 
complaints, only the DMHC has dedicated staff to respond to provider complaints 

2) BACKGROUND. AB 1455 (Scott), Chapter 1827, Statutes of2000, prohibits unfair claims 
practices applicable to health plans licensed by the DMHC. The implementing regulations, 
which took effect January 2004, set forth detailed requirements health plans must meet in 
processing and paying claims for both contracting and noncontracting providers. AB 1455 
also requires health plans, and their contracted capitated providers, to have internal provider 
dispute resolution mechanisms for processing provider complaints and payment disputes for 
both contracted and noncontracted providers. Contracted providers must first utilize the 
internal plan process before lodging a complaint with the DMHC, and noncontracted 
providers have the option to utilize the process. 

Currently some, but not all, claims payment protections applicable to health plans are 
applicable to health insurers regulated by the DOL For example, health plans and health 
insurers are both required to pay complete claims from providers within established 
timeframes and to pay interest penalties for late payments. However, other requirements, 
including minimum deadlines for submission of claims and maximum deadlines for requests 
for overpayment from providers, deadlines for acknowledgment of claims, requirements to 
have fast and fair dispute resolution processes, prohibitions against engaging in an unfair 
payment pattern, and requirements to submit claims payment performance reports, currently 
apply to health plans but not to health insurers. 

3) INCONSISTENCY WITH EXISTING DMHC REGULATIONS. This bill incorporates 
some, but not all, of the provider claims settlement provisions currently in regulations 
governing health plans regulated by the DMHC. For example, specific provisions pertaining 
to unfair payment patterns (which as defined include imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to properly handle and pay 95% of claims 
over a defined time period, requests for medical records for more than a defined percentage 
of claims, and failure to contest or deny claims within statutorily defined time periods) and 
requirements to have fast, fair and cost-effective dispute resolution processes that are 
applicable to health plans are not included in this bill. In addition, health plans are required 
to acknowledge an electronic claim within two working days of receipt but that requirement 
was recently deleted from this bill. 

4) IMP ACT OF DISPARATE REGULATIONS. Over the last decade, the Legislature has 
intensified its scrutiny of health coverage and the practices of health plans and health 
insurers, in particular managed care products. The Legislature responded to growing 
consumer and provider dissatisfaction and the concern that managed health care could lead to 
inappropriate denials of necessary health services, delays in care delivery or inadequate 
access to quality providers. The Legislature established the new Department of Managed 
Health Care, including a consumer help line and independent Office ofthe Patient Advocate, 
and numerous statutory protections for both consumers and providers. Along the way, many 
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of the protections and new requirements applied only to health plans, and to DMHC, and not 
always to health insurers and the DOL Industry observers have suggested that it may be 
advantageous for carries to escape the more intense regulatory environment under the 
DMHC, and seek licensure for their products under the DOl, because of the differences that 
persist in the two regulatory frameworks. Anecdotally, industry observers and regulators 
suggest that this may be already occuning. In part, the shift may also be resulting from the 
increase in high deductible, low benefit plans, such as those that accompany Health Savings 
Accounts (HSAs). These types of products are often inconsistent with the Knox-Keene 
statutory framework which mandates coverage of basic health care services and all medically 
necessary services. To the extent that there is a reduction in health coverage under the 
DMHC regulatory framework, and an increase in coverage through DOl licensed products, 
there could be a loss oflegislatively imposed consumer and provider protections, if those 
same protections do not apply to DOl-regulated health insurance products. 

5) PREFERRED PROVIDER ORGANIZATIONS. This bill applies new disclosure 
requirements to contracting agents, defined in law as preferred provider organizations, third 
party administrators, and IP As who develop and make available lists of providers who have 
agreed to be paid on a discounted basis. According to a 1996 article in Business and Health 
magazine, a bona fide PPO is an organization that contracts with providers to provide health 
services for negotiated rates and fees. After signing up the providers, a PPO in turn contracts 
with payors, typically health plans, insurers, or self-insured employers. In exchange for 
discounts on fees, the payor agrees to steer enrollees to the doctors in the network through 
financial incentives, lists and ID cards. Business and Health reports that many PPOs also sell 
their list of providers to third party administrators for self-insured employers or to brokers 
who in turn sell the lists to payors. PPOs in California can be regulated by either the DOlor 
DMHC, depending on whether the company backing up the anangement is a licensed 
insurance company or a health care service plan. The DMHC has sole jurisdiction over Blue 
Cross and Blue Shield PPO health plans. If the PPO is operating under contract with a self
insured employer or other entity that is not required to be licensed under California law, there 
is no regulation of the PPOs or their contracts. 

6) PREVIOUS AND RELATED LEGISLATION. AB 1321 (Yee) prohibits hospital-based 
physicians, or a group of such physicians, from seeking payment for services, other than 
allowable copayments and deductibles, from individual enrollees of a health plan and 
requires the DMHC to develop an independent provider dispute resolution process. AB 
1321 is currently a 2-year bill in Assembly Appropriations Committee. SB 364 (Perata) 
requires a health plan to pay a physician pursuant to its contract with that physician, if the 
physician does not have a contract with a medical group or other entity required to pay 
claims for covered services, and the physician submits a claim for covered services provided 
to an enrollee of the plan. SB 364 passed tpe Assembly Health Committee on June 28 and is 

. in Assembly Appropriations. SB 367 (Speier) revises the way complaints from health care 
proviqers are handled by the DOL SB 367 is scheduled for hearing in the Assembly Health 
Committee on July 5,2005. SB 417 (Ortiz) prohibits a hospital-based physician, as defined, 
from engaging in a pattern of billing a patient for covered services in excess of applicable 
copayments, deductibles or coinsurance, unless specified conditions are met, establishes 
specific notice requirements when the physician sends a patient a bill or statement and 
establishes penalties in law for viol'ltions of this bill by physicians or for violations of 
statutorily mandated payment practices by health plans. SB 417 is cunently in the Assembly 
Health COlmnittee. AB 1455 (Scott), Chapter 827, Statutes of2000, bars health plans from 
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engaging in unfair payment patterns in the reimbursement of providers. AB 1455 also had a 
number of other provisions regarding payment practices of health plans. 

7) SUPPORT. CMA, sponsor of this bill, reports that DOl currently turns away providers who 
call with complaints and, in some instances, DOl staff have told providers that consumers 
need to file a complaint on the provider's behalf, which CMA argues inappropriately puts 
patients in the middle between the provider and the insurer. CMA points out that there has 
been a noticeable migration in the number of Californians receiving their health coverage 
from health plans regulated by the DMHC to health insurers regulated by the DOl, 
intensifying the need for equity in the statutory and regulatory requirements. The California 
Dental Association writes in suppOli that the protections in this bill will give providers 
greater assurance that their claims are being handled properly in a timely fashion. The 
California Hospital Association states that quality and access to care can only be guaranteed 
if providers are reimbursed fairly. 

8) POLICY ISSUE: This bill only incorporates some of the existing provisions applicable to 
DMHC-regulated health plans. In some instances, health insurers and health plans are the 
same companies, operating under two different regulatory frameworks for different products. 

What is the rationale for exempting health insurers from other claims payment and settlement 
practices now applicable to health plans, such as the definition of unfair payment patterns 
and requirements on plans to have fast, fair and cost-effective dispute resolution processes? 

9) SUGGESTED AMENDMENTS. This bill includes duplicate and potentially conflicting 
references to disclosing infonnation prior to contracting and on request. For example, page 
2, lines 28-30 requires information to be disclosed to providers on the Internet or on request, 
in a section that already requires infonnation to be made available (lines 22-25). This bill 
should be amended to clear up the duplicative language. 

REGISTERED SUPPORT / OPPOSITION: 

Support 

California Medical Association (Sponsor) 
American College of Obstetricians and Gynecologists 
California Academy of Ophthalmology 
California Chiropractic Association 
California Dental Association 
California Hospital Association 
California Podiatric Medical Association 

Opposition 

None on file. 

• Analysis Prepared by: Deborah Kelch / HEALTH / (916) 319-2097 
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Assembly Republican Bill Analysis 
Health Committee 

SB 634 (SPEIER) 
HEALTH INSURANCE: CLAIMS PRACTICES. 

Last Amended 

SB 634 (Speier) 

Vice-Chair: Greg Aghazarian 
Tax or Fee Increase: No 

Version: 5/10105 
Vote: Majority 
Support Extends existing laws and regulations concel11ing payment of providers by 

healthcare plans, regulated by the Department of Managed Care (DMHC), 
to health care insurers, which are regulated by the Departl'nent ofInsurance 
and requires greater disclosure to individual policyholders about their 
potential costs when obtaining services from a provider who does not have 
a conlTact with the insured's health insurer. 

Policy Question 

Should certain claims payment protections be 
extended to patients with health insurance policies? 
Should greater disclosure be required to individual 
policyholders about their potential costs when 
obtaining services 11"om a provider who does not 
have a contract with the insured's health insurer? 

Summa 

SB 634 extends existing laws and regUlations 
conce11ling payment of providers by healthcare 
plans. Specifically, the bill: 
1. Begimling July 1, 2006, establishes timelines 

and conditions gove11ling reimbursement of 
contracted and non-contracted providers by 
health insurers that contract with providers for 
alte11lative rates of payment (PPO plans) that are 
substantially similar to those goveming health 
plans, as in existing regulations, except for the 
following differences: 
• A health insurer must not impose a deadline 

for receipt of a claim that is lees than 90 
days for a contracted provider and 180 days 
for a non-contracted provider. 

• A health insurer must, prior to contracting 

Senate Republican Floor Votes (36-2) 5/26/05 
Ayes: All Republicans Except 
Noes: Hollingsworth, Mc Clintock 
Abs. / NV: Campbell 

Assembly Republican Health Votes (0-0) 7/05/05 
Ayes: None 
Noes: None 
Abs. / NV: None 

Assembly Republican 
Ayes: None 
Noes: None 
Abs. / NV: None 

Assembly Republican . 
Ayes: None 
Noes: None 
Abs. 1 NV: None 

Votes (0-0) 1/1/05 

Votes (0-0) 1/1/05 

with a provider, annually thereafter, and 
upon a provider's request, provide in . 
electronic format the provider's fee schedule 
and detailed payment policies used to 
adjudicate claims, as specified. 

• Will ilOt alter or affect any rights providers 
may have under any applicable statute of 
limitations or anti-forfeiture provisions in 
state law. 

2. Requires the health insurance policy or self· 
insured employer welfm'e benefit plan 
disclosure forms to insured and emollees to 
contain the nature and extent ofthe financial 
liability that is or may be incuned by the 
insured, emollee, or his or her fmllily, where 
cm'e is fumished by a provider that does not 
have a contract with the insurer or plan to 
provide services at an alternative rate of 
payment. 

Su ort 

Califomia Medical Association (Sponsor) 
American College of Obstetricians and 
Gynecologists 
Calif011lia Academy of Ophthalmology 
California Chiropractic Association 
California Dental Association 
Califomia Hospital Association 
Califomia Podiatric Medical Association 

Opposition 

None on file. 

Arguments In Su port ofthe Bill ." . 

Under current law, the Depm"tment of Insurance 
(DOl) does not currently have to address provider 
complaint~directly. As a result, healt11 care 
consumers are often put in the middle of disputes 
between health insurers, health care providers and 
the DOr. 

Also, health insurance policy holders moe often 
unaware oftheir potential out-of-pocket costs for 
obtaining care f1'om a health insurer, and 
timefi'ames to respond to and resolve consumer 
c~mplaints provide greater protection to consumers 
and providers at the DMHC than at tbe DOr. 
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Votes (0-0) 1/1/05 

Votes (0-0) 1/1/05 
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(DOl) does not currently have to address provider 
complaint~directly. As a result, healt11 care 
consumers are often put in the middle of disputes 
between health insurers, health care providers and 
the DOr. 

Also, health insurance policy holders moe often 
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and providers at the DMHC than at tbe DOr. 
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Assembly Republican Bill Analysis 
SB 634 will provide greater protections for 
consumers and providers under health insurers 
regulated by the DOL The bill is modeled after 
Department of Managed Health Care regulations 
passed in 2003. 
Currently some, but not all, claims payment 
protections applicable to health plans m'e applicable 
to health insurers regulated by the DOL For 
exmnple, health plans and health insurers are both 
required to pay complete claims fi-om providers 
within established timefi-ames and to pay interest 
penalties for late payments. However, others, 
including minimum deadlines for submissions of 
claims and maximum deadlines for requests for 
overpayment iiOl11 providers, deadlines for 
aclmowledgment of claims, requirements to have 
fast and fair dispute resolution processes, 
prohibitions against engaging in unfair payment 
pattem, mld requirements to submit claims payment 
performance reports, cun-ently apply to health plans 
but not to health insurers. 

According to the Califomia Medical Association, 
"SB 634 will clm'ify the fee schedules attached to 
each contract so that payment may be accurately 
predicted and reduce the need to adjudicate claims. 
This disclosure will help to remove the patient from 
disagreements between the insurer and the health 
care provider. The bill establishes a clear guideline 
for physicians and surgeons to follow when 
discrepancies occur without adversely affecting the 
doctor/patient relationship. 

Further, this bill will increase parity for patients by 
establishing minimum claims deadlines for 
providers to help avoid inappropriate denial of 
covered benefits. The bill will ensure that claims 
that are submitted are appropriately aclmowledged 
and identified by insurers to help ensure prompt 
payment. 

Finally, this bill will require ml insurer to disclose to 
its patients the nature and extent of any financial 
liability ifthey choose to visit a doctor that is not 
contracted with their health insurance company. 
This is necessary so that a patient will fully 
recognize the ramifications oftheir choice of 

Policy Consultant: Peter Anderson 7/5/05 
Fiscal Consultant: 

SB 634 (Speier) 
provider." 

Ar uments In Opposition to the Bill 

None received. 

Fiscal Effect 

Unlmown. 

Comments 

Califomia law govems health plans including 
Health Maintenance Orgmlizations and the two 
largest Prefen-ed Provider Organizations (PPOs), 
differently thml it govems health insurers such as 
PPOs, and gives each its own regulator. 
The DMHC regulates the state's health plans, while 
the DOl regulates the state's health insurers. 

The intent ofthis bill is to improve the protections 
for health care consumers and providers peliaining 
to health insurers regulated by the DOL When, in 
2003, the DMHC promulgated regulations on 
claims settlement practices between health plans 
and providers, those regulations did not apply to 
health insurers regulated by the DOL It uses claims 
settlement practices in place for health plans under 
the DMHC as the basis for SB 634. It malces the 
protections substantially equivalent for insurers 
under the DOl as are cun-ently in place for health 
plmls under the DMHC. 

The DMHC and DOl both have staff who handle 
consumer complaints related to health insurance 
coverage. However, tlle DOl does not have 
dedicated staffto handle provider complaints. 
According to the sponsor, the California Medical 
Association (CMA), the DOl turns away health care 
providers who call the department with complaints. 
In addition, there have been reports that DOl staff 
tell providers to ask their patient to file a complaint 
on their behalfbecause the depmiment is not 
required to assist orresolve complaints from health 
cm'e providers. This would put patients in the 
middle of a dispute between a health plan and a 
provider. 
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Assembly Republican BiII Analysis 
. Health Committee 

SB 634 (SPEIER) 
HEALTH INSURANCE: CLAIMS PRACTICES. 

Last Amended 

SB 634 (Speier) 

Vice-Chair: Greg Aghazarian 
Tax or Fee Increase: No 

till10·f.l.! 

Version: 5/10/05 
Vote: Majority 
Support Extends existing laws and regulations concerning payment of providers by 

healthcaTe plans, regulated by the Department of Managed Care (DMHC), 
to health care insurers, which are regulated by the Department of Insurance 
and requires greater disclosure to individual policyholders about their 
potential costs when obtaining services from a provider who does not have 
a contract with the insured's health insurer. 

Policy Question 

Should certain claims payment protections be 
extended to patients with health insurance policies? 
Should greater disclosure be required to individual 
policyholders about their potential costs when 
obtaining services from a provider who does not 
have a contract with the insured's health insurer? 

Summary 

SB 634 extends existing laws and regulations 
conceming payment of providers by healthcaTe 
plans. Specifically, the bill: 
1. Beginning July 1, 2006, establishes timelines 

and conditions governing reimbursement of 
contracted and non-contracted providers by 
health insurers that contract with providers for 
alternative rates of payment (PPO plans) that aTe 
substantially similar to those governing health 
plans, as in existing regulations, except for the 
following differences: 
• A health insurer must not impose a deadline 

for receipt of a claim that is lees than 90 
days for a contracted provider and 180 days 
for a non-contracted provider. 

• A health insurer must, prior to contracting 

Senate Republican Floor Votes (36-2) 5/26/05 
Ayes: All Republicans Except 
Noes: Hollingsworth, Mc Clintock 
Abs.1 NY: Campbell 

Assembly Republican Health Votes (0-0) 7/05/05 
Ayes: None 
Noes: None 
Abs.} NV: None 

Assembly Republican 
Ayes: None 
Noes: None 
Abs. 1 NY: None 

Assembly Republican 
Ayes: None 
Noes: None 
Abs. 1 NY: None 

Votes (0-0) 1/1/05 

Votes (0-0) 1/1105 

with a provider, annually thereafter, and 
upon a provider's request, provide in 
electronic format the provider'S fee schedule 
and detailed payment policies used to 
adjudicate claims, as specified. 

• Will not alter or affect any rights providers . 
may have under any ap]J}icable statute of 
limitations or anti-forfeiture provisions in 
state law. 

2. Requires the health insurance policy or self
insured employer welfare benefit plan 
disclosure forms to insured and enrollees to 
contain the nature and extent of the financial 
liability that is or may be inculTed by the 
insured, enrollee, or his or her family, where 
care is furnished by a provider that does not 
have a contract with the insurer or plan to 
provide services at an altemative rate of 
payment. 

Sup ort 

California Medical Association (Sponsor) 
Ame11can College of Obstetricians and 
Gynecologists 
California Academy of Ophthalmology 
California Chiropractic Association 
California Dental Association 
California Hospital Association 
California Podiatric Medical Association 

Opposition 

None on file. 

Arguments In Support ofthe Bill 

Under current law, the Department ofInsurance 
(DOl) does not cUlTently have to address provider 
complaintstdirectly. As a result, health care 
conSIDllers are often put in the middle of disputes 
between health insurers, health care providers and 
the DOr. 

Also, health insurance policy holders are often 
IDlaware oftheir potential out-of-pocket costs for 
obtaining care from a health insurer, and 
timen-ames to respond to and resolve consumer 
complaints provide greater protection to consumers 
and providers at the DMHC than at t4e DOr. 
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a contract with the insured's health insurer. 

Policy Question 

Should certain claims payment protections be 
extended to patients with health insurance policies? 
Should greater disclosure be required to individual 
policyholders about their potential costs when 
obtaining services from a provider who does not 
have a contract with the insured's health insurer? 

Summary 

SB 634 extends existing laws and regulations 
conceming payment of providers by healthcaTe 
plans. Specifically, the bill: 
1. Begilli1ing July 1, 2006, establishes timelines 

and conditions governing reimbursement of 
contracted and non-contracted providers by 
health insurers that contract with providers for 
alternative rates of payment (PPO plans) that aTe 
substantially similar to those governing health 
plans, as in existing regulations, except for the 
following differences: 
• A health insurer must not impose a deadline 

for receipt of a claim that is lees than 90 
days for a contracted provider and 180 days 
for a non-contracted provider. 

• A health insurer must, prior to contracting 

Senate Republican Floor Votes (36-2) 5/26/05 
Ayes: All Republicans Except 
Noes: Hollingsworth, Mc Clintock 
Abs.1 NY: Campbell 

Assembly Republican Health Votes (0-0) 7/05/05 
AyeS: None 
Noes: None 
Abs.J NV: None 

Assembly Republican 
Ayes: None 
Noes: None 
Abs. 1 NY: None 

Assembly Republican 
Ayes: None 
Noes: None 
Abs. 1 NY: None 

Votes (0-0) 1/1/05 

Votes (0-0) 1/1105 

with a provider, annually thereafter, and 
upon a provider's request, provide in 
electronic format the provider'S fee schedule 
and detailed payment policies used to 
adjudicate claims, as specified. 

• Will not alter or affect any rights providers . 
may have under any ap]J}icable statute of 
limitations or anti-forfeiture provisions in 
state law. 

2. Requires the health insurance policy or self
insured employer welfare benefit plan 
disclosure forms to insured and enrollees to 
contain the nature and extent of the financial 
liability that is or may be inculTed by the 
insured, enrollee, or his or her family, where 
care is furnished by a provider that does not 
have a contract with the insurer or plan to 
provide services at an altemative rate of 
payment. 

Sup ort 

California Medical Association (Sponsor) 
Ame11can College of Obstetricians and 
Gynecologists 
California Academy of Ophthalmology 
California Chiropractic Association 
California Dental Association 
California Hospital Association 
California Podiatric Medical Association 

Opposition 

None on file. 

Arguments In Support ofthe Bill 

Under current law, the Department ofInsurance 
(DOl) does not cUlTently have to address provider 
complaintstdirectly. As a result, health care 
conSIDllers are often put in the middle of disputes 
between health insurers, health care providers and 
the DOr. 

Also, health insurance policy holders are often 
unaware oftheir potential out-of-pocket costs for 
obtaining care from a health insurer, and 
timen-ames to respond to and resolve consumer 
complaints provide greater protection to consumers 
and providers at the DMHC than at t4e DOr. 
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Assembly Republican Bill Analysis 
SB 634 will provide greater protectioilS for 
consumers and providers under health insurers 
regulated by the DOL The bill is modeled after 
Depatiment of Managed Health Cat'e regulations 
passed in 2003. 
ClllTently some, but not all, claims payment 
protections applicable to health plans are applicable 
to health insurers regulated by the DOL For 
example, health plans and health insurers are both 
required to pay complete claims from providers 
within established timefi'ames atld to pay interest 
penalties for late payments. However, others, 
including minimum deadlines for submissions of 
claims and maximum deadlines for requests for 
overpayment from providers, deadlines for 
aclmowledgment of claims, requirements to have 
fast and fair dispute resolution processes, 
prohibitions against engaging in unfair payment 
pattem, and requirements to submit claims payment 
performance reports, currently apply to health plans 
but not to health insurers. 

According to the Califomia Medical Association, 
"SB 634 will clat'ify the fee schedules attached to 
each contract so that payment may be accurately 
predicted and reduce the need to adjudicate claims. 
This disclosure will help to remove the patient from 
disagreements between the insurer and the health 
care provider. The bill establishes a clear guideline 
for physicians and surgeons to follow when 
discrepancies occur without adversely affecting the 
doctor/patient relationship. 

FUliher, this bill will increase parity for patients by 
establishing minimum claims deadlines for 
providers to help avoid inappropriate denial of 
covered benefits. The bill will ensure that claims 
that are submitted at'e appropriately aclmowledged 
atld identified by insurers to help ensure prompt 
paymeilt. 

Finally, this bill will require atl insurer to disclose to 
its patients the nature atld extent of atly financial 
liability if they choose to visit a doctor that is not 
contracted with their health insuratlce company. 
This is necessary so that a patient will fully 
recognize the ramifications oftheir choice of 

Policy Consultant: Peter Anderson 7/5/05 
Fiscal ConSUltant: 

SB 634 (Speier) 
provider." 

Ar uments In 0 position to the Bill 

None received. 

Fiscal Effect 

Unlmown. 

Comments 

California law govems health plans including 
Health Maintenance Organizations and the two 
largest Preferred Provider Orgatlizatidns (PPOs), 
differently than it governs health insurers such as 
PPOs, and gives each its own regulator. 
The DMHC regulates the state's health plans, while 
the DOl regulates the state's health insurers. 

The intent ofthis bill is to improve the protections 
for health care conSUlllers and providers pertaining 
to health insurers regulated by the DOL When, in 
2003, the DMHC promulgated regulations on 
claims settlement practices between health plans 
and providers, those regulations did not apply to 
health insurers regulated by the DOL It uses claims 
settlement practices in place for health plans under 
the DMHC as the basis for SB 634. It makes the 
protections substantially equivalent for insurers 
under the DOl as are currently in place for health 
plans under the DMHC. 

The DMHC and DOl both have staff who handle 
consumer complaints related to health insurance 
coverage. However, the DOl does not have 
dedicated staffto handle provider complaints. 
According to the sponsor, the California Medical 
Association (CMA), the DOl turns away health care 
providers who call the department with complaints. 
In addition, there have been reports that DOl staff 
tell providers to ask their patient to file a complaint 
on their behalf because the department is not 
required to assist or resolve complaints from health 
cat'e providers. This would put patients in the 
middle of a dispute between a healtll plan and a 
provider. 
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SUBJECT 

Health insurance: claims payment requirements 

SUMMARY 

The bill would extend certain claims payment protections 
afforded to health care providers who deliver care to 
enrollees of health care service plans (health plans) to 
providers who provide services to patients with health 
insurance policies. Requires greater disclosure to 
individual policyholders about their potential costs when 
obtaining services f.rom a provider who does not have a 
contract with the insured's health insurer. 

ABSTRACT 

Existing law: 
1.Provides for the licensure and regulation of health care 

service plans by the Department of Managed Health Care 
(DMHC) and for the licensure and regulation of health 
insurers by the Department of Insurance (Department). 

2.Requires insurers issuing grQup or individual health 
insurance policies to reimburse each complete claim no 
later than 30 working days after receipt of the complete 
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ABSTRACT 

Existing law: 
1.Provides for the licensure and regulation of health care 

service plans by the Department of Managed Health Care 
(DMHC) and for the licensure and regulation of health 
insurers by the Department of Insurance (Department). 

2.Requires insurers issuing grQup or individual health 
insurance policies to reimburse each complete claim no 
later than 30 working days after receipt of the complete 
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claim by the insurer. 

3.Allows an insurer to contest or deny a claim by notifying 
the provider claimant that the claim is being contested 
or denied within 30 working days after receipt of the 
complete claim. 

4.Requires the commissioner to receive, investigate and 
respond to complaints and inquiries and, when warranted, 
to bring enforcement actions against insurers, including 
health insurers, as specified. 

5.Defines as an unfair practice on the part of a health 
insurer knowingly committing or performing with such 
frequency as to indicate a general business practice any 
unfair claims settlement practicei including failing to 
affirm or deny coverage of claims within a reasonable 
time or failing to provide promptly a reasonable 
explanation of the basis relied on for the denial of a 
claim. 

6.Requires health insurers to provide summary information 
about their health insurance policies on a standard 
disclosure form prescribed by the Insurance Commissioner. 

Existing DMHC regulations: 
1.Establish timelines and conditions governing how health 

plans (but not health insurers) reimburse contracting and 
non-contracting physicians and other health care 
providers, including the following: 

a. A health plan may not impose a deadline for 
receiving provider claims that for contracted 
providers is less than 90 days from the date of 
service and for non-contracted providers is less than 
180 days from the date of service. 

b. A health plan that denies a claim because it was 
filed beyond the deadline must accept and adjudicate 
the claim according to certain procedures and 
timelines if the provider elects to use the plan's 
dispute resolution process and demonstrates good cause 
for the delay. 
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overpayment of a claim unless it sends a written 
request to the provider within 365 days of the date of 
payment of the over-paid claim. 

d. A health plan must acknowledge the receipt of each 
claim within two working days in case of an 
electronically submitted claim and within 15 working 
days in the case of a paper claim. 

e. A health plan must disclose the recorded date of 
receipt in the same manner as the claim was submitted 
or provide a mutually agreeable method of notification 
by which the provider can confirm the plan's receipt 
of the claim. 

f. A health plan must, initially upon contracting with 
a provider, annually thereafter, and upon a provider's 
request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

2.Defines an unfair payment pattern any practice, policy, 
or procedure that results in repeated delays in the 
adjudication and correct reimbursement of provider 
claims, as defined. 

This bill: 
1.Establishes timelines and conditions governing 

reimbursement of contracted and non-contracted providers 
by health insurers that contract with providers for 
alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as 
in existing regulations described above, except for the 
following differences: 

a. a health insurer must not impose a deadline for 
receipt of a claim that is less than 180 days for a 
contracted provider and 360 days for a non-contracted 
provider. 

b. a health insurer must, prior to contracting with a 
provider, annually thereafter, and upon a provider's 
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request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

c. the bill would not alter or affect any rights 
providers may have ~nder any applicable statute of 
limitations or antifbrfeiture provisions in state law. 
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2.Requires a health insurer to state on its standard 
disclosure forms the nature and extent of the financial 
liability that may be incurred by the policyholder if 
care is furnished by a health care provider that does not 
have a contract with the insurer. 

FISCAL IMPACT 

Unknown costs to the Department to enforce the new. claims 
payment and disclosure provisions. 

BACKGROUND AND DISCUSSION 

According to the author, the purpose of SB 634 is to 
provide similar protections for consumers and providers 
interacting with health insurers as those that already 
exist under health plans regulated by the DMHC. The author 
states that health care providers operating under health 
insurers regulated by the Department of Insurance have 
virtually no rights as compared with providers who provide 
services under health plans. The author further states 
that the Department could, but chooses not to, require 
insurers to pay providers in accordance with their 
agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential 
out-of-pocket costs for obtaining care from a health 
insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

Currently some, but not all, claims payment protections 
applicable to health plans are applicable to health 
insurers regulated by the Department. For example, health 
plans and health insurers are both required to pay complete 
claims from providers within established timeframes and to 
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pay interest penalties for late payments. However, others, 
including minimum deadlines for submission of claims and 
maximum deadlines for requests,for overpayment from 
providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution 
processes, prohibitions against engaging in an unfair 
payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but 
not to health insurers. 

Arguments in support 
Supporters argue that SB '634 will level the playing field 
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between the Department-regulated. health insurers and 
DMHC-regulated health plans. Supporters note that 
legislation in 2000 required the DMHC to promulgate 
regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health 
care and underpayment of providers. Unfortunately, the 
Department was not required to comply, leaving patients and 
their providers associated with health insurers without the 
same protections. with the noticeable increase in the 
number of Californians insured by the Department-regulated 
insurers and PPOs the need for equity has intensified. 
Supporters argue that SB 634 contains a number overdue 
reforms, including establishment of claims filing 
deadlines, disclosure of fee schedules, disclosure of 
claims payment rules, and disclosure to patients about the 
extent of their financial liability for health care 
services. Supporters argue that the bill would also 
protect patients from being involved in payment disputes 
between providers and insurers. 

Arguments in opposition 
In taking an oppose unless amended position, the 
Association of California Life and Health Insurance 
Companies (ACLHIC) states that while it does not oppose the 
application of some of the provider claims payment 
provisions that currently apply to health plans to health 
insurers, they have concerns about some provisions. In 
particular, the deadlines for submission of claims by 
providers proposed by the bill (180 and 360 days, 
respectively, for contracted and non-contracted providers) 
are double for health plans, leaving insurers in the 
untenable position of waiting over six months for claims to 
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be submitted by contracted providers and almost a year for 
non-contracting providers. In addition, ACHLIC argues that 
smaller health insurers do not have sufficient leverage to 
compel the entities they contract with to establish 
provider networks and reimbursement rates to disclose their 
fee schedules to providers as required by the bill, 
exposing the insurers to unfair claims practices 
violations. ACHLIC recommends-that the bill be amended to 
require insurers to disclose the fee schedule they use. 
Finally, ACHLIC argues that placing detailed claims payment 
requirements in statute makes it difficult to modify the 
requirements, and notes that many of the requirements for 
health plans are established in regulations. 

COMMENTS AND QUESTIONS 

1.Deadlines for submission of claims. SB 634 provides that 
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the deadlines for submission of claims to health insurers 
by providers shall be no less than 180 days for 
contracted providers and 360 days for non-contracted 
providers. Presently, the comparable deadlines for 
health plans under DMHC regulations are 90 and 180 days, 
respectively. If the goal of the bill is establishing 
greater parity between regulatory requirements for health 
insurers and health plans, what is the reason for the 
longer claims submission deadlines contained in this 
bill ? 

2.Exclusion of some DMHC claims payment provisions. SB 634 
incorporates some, but not all of the provider claims 
payment provisions that are applicable to health plans 
regulated by the DMHC. For example, specific provisions 
pertaining to unfair payment patterns (which as defined 
includes imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to 
properly handle and pay 95 percent of claims over a 
defined time period, requests for medical records for 
more than a defined percentage of claims, and failure to 
contest or deny claims within statutorily defined time 
periods) and requirements to have fast and fair dispute 
resolution processes that are applicable to health plans 
are not included in the bill. Should additional claims 
protections available to providers serving health plans 
such as definitions of unfair payment patterns and 
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requirements on plans to have fast and fair dispute 
resolution processes for providers be included in this 
bill ? 

3.Workability of requirement to disclose fees and payment 
methods. Under the bill as drafted a health insurer 
must, prior to contracting with a provider and annually 
thereafter provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims. As pointed out by health insurers, in 
some cases insurers' contract with intermediaries to 
develop provider networks and payment rates and the 
insurers may not be able to ~ompel those intermediaries 
·to disclose their payment rates, policies, and 

. procedures. How does the author propose to address this 
problem? 

4.Technical Amendment. The disclosure form requirement in 
the bill, requiring insurers to provide information about 
the insured's financial liability for services that are 
furnished by providers ,who do not contract with the 
insurer, should be revi~ed to amend the disclos~re 
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requirements for PPO insurance plans (Section 10123.12) 
as opposed to standard disability insurance plans. 

Related Bills 
SB 364 (Perata) Allows an emergency physician who has a 
contract with a health plan, but does not have a contract 
with a medical group or other entity that has been 
assigned responsibility for paying clalms by the health 
plan, to submit a claim to the plan, and requires the 
plan to pay the claim pursuant to the terms of the 
contract. Provides that a physician submitting a claim 
to a plan pursuant to the bill shall not bill the 
patient, except for copayments, deductibles, or other 
costs that are the responsibility of the patient. 

SB 367 (Speier): Requires health insurers that contest 
or deny claims from providers to provide the legal and 
factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. 
Requires the department to implement new complaint 
procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a 
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complaint that involves a health insurance policy within 
30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations 
Committee. 

SB 417 (Ortiz) Prohibits hospital-based health care 
providers from routinely billing patients who have health 

insurance in excess of applicable copayments, 
deductibles, or coinsurance unless the provider has first 
billed the health insurer and been denied payment. 
Requires DMHC to review individual provider complaints 
about unfair payment practices by health care service 
plans or their contractors and to take enforcement 
actions. Currently in Senate Appropriations Committee. 

AB 1321 (Yee): 'Prohibits hospital-based 
anesthesiologists, radiologists, pathologists, and 
emergency room physicians, o~ a group of such physicians, 
from seeking payment for services, other than allowable 
copayments andtdeductiblesi from inQ.ividual enrollees of 

, a health plan. Currently in Assembly Appropriations 
Committee. 
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Previous legislation 
AB 1455 (Scott, Chapter 827, Statutes of 2000) and SB 

1177 (Perata, Chapter 825, Statutes of 2000): Prohibits 
health care service plans from engaging in an unfair 
payment pattern and authorizes the director to impose 
sanctions on plans that the director determines have 
engaged in an unfair payment pattern. Requires health 
care service plans to ensure that their dispute 
resolution programs are available to non contracting 
providers. 

POSITIONS 

Support: California Medical Association (sponsor) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, 

California Chapter 
American College of Obstetricians and 

Gynecologists 
California Chiropractic Association 
California Council of Community Mental Health 

Agencies 
California Dental Association 
California Hospital ~ssociation 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association in California 

Oppose:Association of California Health and Life (unless 
amended) 
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SENATE COMMITTEE ON BANKING, FINANCE, AND INSURANCE 
SENATE COMMITTEE ON BANKING, FINANCE, 
AND INSURANCE 

Senator Jackie Speier, Chair 

Page 1 of 12 

SB 634 > 634 (Speier) Hearing Date: April 

[] 

--" 

20, 2005 

As February 22, 2005 introduced - Amended: April 11, 2005 

Fiscal: No No > 
Urgency: No 

SUMMARY A 

Would extend many of the current claims payment protections 
];;illB1tj,JTil tg P];;9gill8ll8lj,];4g BI];4€1 pBll'~il];4t g;f glB1j,~18l afforded....t;.g. 
health care providers who deliver care to enrollees of 

health gBl];;il l8lilPrj,gil plans ];;ilglllB1til€l 121' t];;],il ];,lilflBl];;tlOlil];4t g;f 

~qBl];4B1gil€l UilBllt];;], CBI];;il (];,lNUC) to providers who deliver care to 
patients with health insurance H'glllB1til€l 121' t];;],il ];,lilflBl];;t~il];4t 

g;f I];4I8l 11 ];;BI];4gil (];,lQI) , and subject PPOs regulated by 
Department of Insurance (DOl) with regulation comparable 
with PPOs regulated by DMHC relative to timely processing 
and payment of health care providers' reimbursement claims. 

Would adds additional requirements foron health 
insurers care service plans regulated by the Department of 
Insurance related to to the processing and payingment of 
claims from contracted health care providers and 
non-contracted provider, a provider who does not have a 
contract with the policy holder's insurance company .. 
Would give DOl' Insurance Commissioner (IC) greater 
authority to correct unfair claim provider claims 
processing and payment practices by insurers. Wwould Also 
requires greater disclosure to individual policy holders 
about their potential costs financial liabilities incurred 
wwhen they obtaining services from here care is furnished 
by an out-of-network health care provider, a provider a 
provider whothat does not have a contract with the 
insured's health insurance company.. [Question: Just on 
disability policies ?? 
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D 

SB 634 (Speier) Page 2 

DIGEST 

Existing law 

1. Regulates h1) Health maintenance organizations 
(HMOs) and preferred provider organizations (pPOs) 
licensed by tregulated by thhe Department of Managed 
Health Ccare are subject to existing regulations 
(DMHC) to prevent unfair payment practices between the 
insurers and against health care providers Provides for 
the regulation of health plans by the Department of 
Managed Health Care {DMHC) and for the regulation of 
health insurers by the Department of Insurance (DOl) i 

2. Requires health insurers to provide summary 
information about their health insurance policies on a 
standard disclosure form prescribed by the Insurance 
Commissioner. 

Existing regulations 

3. Establish timelines and conditions governing how 
health plans (but not health insurers) reimburse 
contracting and non-contracting physicians and other 
health care providers, including the following: 

a) a health plan may not impose a deadline 
for receiving provider claims that for contracted 
providers is less than 90 days from the date of 
service and for non-contracted providers is less 
than 180 days from the date of servicei 

b) a health plan that denies a claim because 
it was filed beyond the deadline must accept and 
adjudicate the claim according to certain 
procedures and timelines if the provider elects 
to use the plan's dispute resolution process and 
demonstrates good cause for the delaYi 

c) a health plan may not request 

S:\SINS\SB 2005-2006\SB 634\S13 634 Analysis version 2.doc 
SB 634 (Speier) Page 3 

reimbursement for overpayment of a claim unless 
it sends a w:r:itten tequest to the provider within 
365 days of the daU, of payment of the over-paid 
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d) a health plan must identify and 
acknowledge the receipt of each claim and 
disclose the recorded date of receipt in the same 
manner as the claim was submitted or provide a 
mutually agreeable method of notification by 
which the provider can confirm the plan's receipt 
of the claimi 

e) a health plan must, initially upon 
contracting with a provider, annually thereafter, 
and upon a provider's request, provide in 
electronic format the provider's fee schedule and 
detailed payment policies used to adjudicate 
claims, as specifiedi 

f) a health plan can disclose the fee 
schedule and other required information through 
the use of a website as long as the contracted 
provider is notified in writing at least 45 days 
in advance. 

PPOsreferred provider organizations and other health 
insurers, such as indemnity insurers, entities regulated by 
the Department of Insurance are not subject to similarthese 
same regulations. 

2) State law rRequires that persons with the consumer of 
health insurance policy holders ies, insureds, to be given 
health disclosure forms containing specified information by 
the DOl. 

which is. This consumer information does not required 
to discuss the nature and extent of the financial 
liability that the consumer may face whenre care is 
furnished by a provider whothat does not have a contract 
with the insurer (sometimes called an "out of network" 
provider) . 

S:\SINS\SB 2005-2006\SB 634\SB 634 Analysis version 2.doc 
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This billl 

1. Would tequire that a. health insurer state on its 
standard disclosur~ forms the nature and extent of the 
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financial liability that may be incurred by the 
policyholder if care is furnished by a health care 
provider that does not have a contract with the 
insurer; 

2. Would establish timelines and conditions governing 
how health insurers must reimburse contracted and 
noncontracted physicians and other providers that are 
substantially similar to those governing health plans 
(listed above), except for the following differences: 

a) a health insurer must not impose a 
deadline for receipt of a claim that is less than 
180 days for a contracted provider and 360 days 
for a noncontracted provider; 

b) the bill would not alter or affect any 
rights providers may have under any applicable 
statute of limitations or anti forfeiture 
provisions in state law; 

c) the amount of payment for each service to 
be provided under a contract must be disclosed on 
the Internet or on written request by the health 
insurer or the entity that contracts with 
providers. 

Adds section 1033.55 to the Insurance Code to: 

Prohibit deadlines be imposed by insurers for 
paying claims received from a contracted by a 
provider that are less than 180 days after date of 
service or 360 days after the date of service from 
non-contracted providers within, except as required 
by state or federal law or regulation. 

S:\SINS\SB 2005-2006\8B 634\SB 634 Analysis version 2.doc 
SB 634 (Speier) Page 5 

Require that claims to be paid by an intermediary 
between the insurer and the provider that the 
insurer not impose a deadline less than 180 days 
from date of payment, .contest, denial or notice from 
the intermediary payor. 

Require an insurer that ciontracts with a provider 
to pay a provider's claim filed after the deadline 
based upon demonstration of "good cause" by the 
provider regardless of whether the insurer or an 
intermediary entity is responsible as the primary 
payor of the clqim. 
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Clarify that the terms within this section will 
not alter or affect any rights providers may have 
under any applicable state statute of limitations or 
anti forfeiture provisions. 

Require reimbursement requests for overpayment 
of a provider's claim by an insurer be made only if 
a written request is sent to the provider within 365 
days of the Date of Payment on the claim. This time 
limit would not apply if the overpayment was caused 
in whole or in part by fraud or misrepresentation on 
the part of the provider. 

Specify the contents, such as patient name and 
date of service, of the written notice requirements 
sent by insurers to providers regarding receipt of 
the provider reimbursement claims. 

Requires insurers to notify providers when 
their claim has been received. Specifies terms for 
the insurer to notify providers of the claim 
received, including claims received by an 
intermediary. Differentiates notice terms for 
claims received as hard copies, and those received 
electronically from a provider. 

Requires insurers on or before January I, 2006, 
prior to contracting with a provider, annually 
thereafter, and upon written request from the 
provider, to disclose specified information in 

S:\SINS\SB 2005-2006\SB 634\SB 634 Analysis version 2.doc 
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electronic format. 

Requires disclosures under this section to be 
sufficiently detailed and understandable so as not 
to violate proprietary trade secrets, copyright laws 
or patented processes, according to a specified 
standard and notice requirements 

Amends Section 10604 of the Insurance Code to: • 
Add a requirement for insu~ers to disclose the 

nature and extent of financial liability that is or 
may be incurred by the insured or his or her family 
where care is furnished by a non-contracted 
provider, a provider who does not have a contract 
with the policy holder's insurance company. Would 
subjectPPOs and other health insurersentities 
regulated by the- Department of Insurance to parity 
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with their counterparts regulated by the Department 
of Managed Health Care relative to the timely 
processing and payment of claims from health care 
providers. 

GWould gives the Department of Insurance greater 
authority to correct unfair claim processing and 
payment practices by PPOs and other health insurance 
entities. 

RWould requires health insurance policy disclosure 
forms to provide the consumer with information about 
their potential personal financial liability or cost 
if they of obtain services from ausing provider who 
s that ddoeso not have a contract with the insurer 
(to provide services at an alternative rate of 
payment?) . 

Adds to the insurance code protections that include a 
specified number of days in which contracted and 
noncontracted providers can submit claims after a date of 
service. 

S:\SINS\SE 2005-2006\SE 634\SE 634 Analysis version 2.doc 
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Puts a limit ·of 365 days on insurers in order to ask a 
(contracted or out-of-network?) provider to refund an 
overpayment, except in cases of fraud or misrepresentation 
on the part of the provider. 

Also adds protections for (contracted or out-of-network?) 
providers by requiring electronic or paper receipts in a 
timely manner for claims filed. 

RAlso requires as of January I, 2006 that an insurance 
provider to give specified more greater detailed 
information in writing or through a web site to providers 
specific information about t4e amount of payments to be 
provided for covered services . 

. Requires that The bill also amends the insurance code 
to give greater consumer information to insuredsance policy 
holders (surrounding?) disability benefits and . 

The bill also amends the insurance code to give greater 
consumer information tq insurance policy holders about the 
costs of obtaining serv'ices from out-of -networkutilizing 
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D 

health providers not contracted with the plan. 

COMMENTS 

1. Purpose of the bill To better inform health 

2. 

insurance consumers of the cost of utilizing 
out-of-network health care providersi and to establish 
timelines and conditions prescribing how health 
insurers must reimburse providers . ....!;I;:.... €I grilBitii E<BIrity fgr 
]2rgu iQQrlOl tQQ BlrQBI €If ti~Qly ]2B1j'R'lQl:;),t Bll:;),Q ]2rggQlOllOlil:;),9 €If 

According to tThe sponsorauthor (and.or the , the 
California Medical Association, the bill's sponsor) I 

S:\SINS\SB 2005-2006\SB 634\SB 634 Analysis version 2.doc 
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believes that unfair payment practices between by 
insurance companies and health care providerswhich 
contracted (what about non contracted providers?) with 
health care providers are commonplace. Left, left 
unchecked, they can result in the loss of income and 
potential closure of a provider's office or provider 
group to the detriment of hurt that group as well as 
the patients they serve. If payment is insufficient to 
meet the needs of the providers, this should be 
addressed by the insurer and the provider. Patients 
should not be put in the middle of this dispute. 

This bill is intended to create gives parity for 
(contracted or out-of-network?) providers the area of 
timely payment and processing of claims and 
personstheir patients who purchase a health insurance 
policy utilizing insurafrom a nce provided by 
companyies regulated by t>he Department of Insurance 
compared with that which exists for providers and the 
consumers of health care service planssame protections 
as insurance plans regulated. by the Department of 
Managed Care. 

in the area of timely payment and processing of claims. 

This bill gives autho~ity to the DOIepartment of 
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Insurance to assure that the handling of claims by 
health insurersPPOspreferred provider organizations and 
other specified insurersplans regulated by that 
Department will be completedhandled in a timely and 
fair manner. 

This bill also gives consumers greater protections from 
unexpected medical bills by providing them with greater 
information about the cost of utilizing out pf network 
health care providers. 

This bill also gives consumers greater protections from 
unexpected medical bills by providing them with greater 
information about the cost of utilizing out pf network 
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health care providers not contracted with their current 
plan. 

2. SupportBackground. California law governs health 
plans r such as Health Maintenance Organizations r 

differently than it governs health insurers r such as 
Preferred Provider Organizations r and gives each its 
own regulator. When, in 2003 r the DMHC promulgated 
regulations on claims settlement practices between 
health plans and providers, those regulations did not 
apply to health insurers regulated by the DOl. Part of 
the intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

3. Support. According to the author, the bifurcated 
regulation of health insurance in California 
arbitrarily has left physicians and other providers 
with fewer protections when contracting with a health 
insurer than when contracting with a health plan. 
Payment procedures lend predictability and fairness to 
insurance reimbursement r and providers should be able 
to rely on such procedur~s regardless of the type of 
health insurance their patients have. This is 
particularly the case in light of the recent migration 
of covered lives from DMHC-regulated products to those 
licensed by the DOl. 

The California 
634 states that 
being involved 
and insurers. 

Medical Association r the sponsor of SB 
the bill would protect patients from 

in payment disputes between providers 
By r'equiring that fee schedules be 

http://www.1eginfo.ca.gov/pub/bill/sen/sb ~0601-0650/sb _ 634_ C£1._2005051 0_123128 _ se... 06/28/2005 

SB 634 Senate Bill - Bill Analysis Page 8 of 12 

D 

Insurance to assure that the handling of claims by 
health insurersPPOspreferred provider organizations and 
other specified insurersplans regulated by that 
Department will be completedhandled in a timely and 
fair manner. 

This bill also gives consumers greater protections from 
unexpected medical bills by providing them with greater 
information about the cost of utilizing out pf network 
health care providers. 

This bill also gives consumers greater protections from 
unexpected medical bills by providing them with greater 
information about the cost of utilizing out pf network 

S:\SINS\SB 2005-2006\SB 634\SB 634 Analysis version 2.doc 
SB 634 (Speier) Page 9 

health care providers not contracted with their current 
plan. 

2. SupportBackground. California law governs health 
plans r such as Health Maintenance Organizations r 

differently than it governs health insurers r such as 
Preferred Provider Organizations r and gives each its 
own regulator. When, in 2003 r the DMHC promulgated 
regulations on claims settlement practices between 
health plans and providers, those regulations did not 
apply to health insurers regulated by the DOl. Part of 
the intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

3. Support. According to the author, the bifurcated 
regulation of health insurance in California 
arbitrarily has left physicians and other providers 
with fewer protections when contracting with a health 
insurer than when contracting with a health plan. 
Payment procedures lend predictability and fairness to 
insurance reimbursement r and providers should be able 
to rely on such procedur~s regardless of the type of 
health insurance their patients have. This is 
particularly the case in light of the recent migration 
of covered lives from DMHC-regulated products to those 
licensed by the DOl. 

The California 
634 states that 
being involved 
and insurers. 

Medical Association r the sponsor of SB 
the bill would protect patients from 

in payment disputes between providers 
By r'equiring that fee schedules be 

http://www.1eginfo.ca.gov/pub/bill/sen/sb ~0601-0650/sb _ 634_ C£1._2005051 0_123128 _ se... 06/28/2005 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 186 of 310

SB 634 Senate Bill - Bill Analysis 

D 

attached to each contract so that payment can be 
accurately predicted, the bill provides physicians and 
surgeons a clear guideline to follow when discrepancies 
occur without adversely affecting the doctor-patient 
relationship. 

Health insurers, including PPOs, regulated by the 
Department of Insurance are not subject to similar 
regulations as they are under the DMHC. As a result, 

S:\SINS\SB 200S-2006\SB 634\SB 634 Analysis version 2.doc 
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health care providers who submit reimbursement claims to 
PPOs regulated by DOl do not have the same rights regarding 
claims processing and reimbursement as those under the 
DMHC. Consequently, health insurance policy holders >have 
been put in the middle of disputes that should be handled 
between the DOl, the insurers and the providers. 
Furthermore, if providers are not paid or not adequately 
for services by insurers regulated by the DOl, there is a 
greater potential for them to become insolvent, close their 
doors, or refuse to serve a client, based upon the policy 
holder's insurer. California Medical Association 

43. opposition. The Association of California Life and 
Health Insurance Companies (ACLHIC) states that while 
it does not oppose the stated intent of SB 634 - to 
equalize payment practices of health plans and health 
insurers - it does take issue with 3 aspects of the 
measure: 

1) The deadlines are not imposed on a parity basis. 
While providers have a 90 or 180 day deadline to 
submit claims to health plans in current regulations, 
this bill would give providers twice that time - 180 
or 360 days - to submit claims to health insurers. 
This would leave health insurers in the untenable 
position of waiting over six months for claims to be 
submitted by contracti~g providers and almost a year 
for non-contracting providers. 

2) The bill requires health insurers to see that 
their contracting agents disclose fee schedules, but 
health insurers have no leverage over contracting 
agents. ACLHIC recommends t.hat the bill be amended 
to require the insurers to disclos~ the fee schedule 
they use; which t,hey already have ~.:o identify when 
they send an evidence of coverage statement to the 
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provider. 

3) The requirement that insurers acknowledge the 
receipt of electronic claims submissions within 2 
days may be burdensome for national companies that 

S:\SINS\SB 2005-2006\SB 634\SB 634 Analysis version 2.doc 
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would have to install separate software to comply. 
ACLHIC uses this as an example of a logistical 
problem that could be easily corrected if these 
requirements were in regulations (as they are for 
health plans) rather than statute. 

The Association of California Life and Health Insurance 
Companies states: The Fair Claims Settlement Practices 
regulations and statutes protects against insurer practices 
addressed by this bill. The bill would impose a stricter 
requirement on insurers under DOl than health plans under 
DMHC. Insurers, mostly smaller ones, have no leverage over 
the network contractors through whom they might lease the 
network to require them to pay claims. DMHC's equivalent 
provisions of this bill are I regulation, not statute. 
Implementation may mean that national companies would need 
a separate function and software to acknowledge the 
necessary claims forms, which could lead to delays in 
paying claims. ACLHIC suggests prioritizing issues truly 
needed address to protect providers and limiting the bill 
to those provisions. 

> 

POSITIONS 

Support 

American College of Obstetricians and Gynecologists 
California Academy of Ophthalmology 
California Dental Association 
California Hospital Association 
>California Medical Association (sponsor) 
California Hospital Association 
California Dental Associatio~ 

. Oppose unless amended 

>Association of California Life and Health Insurance 
Companies (oppose unless amended) 

Consultant: Ron Spinga.rn (916) 651-1886 ~ 
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Questions 

What criteria is used for whether a company is regulated by 
Managed Care or Dept of Insurance? 

Does the consumer info part just apply to disability 
insurance policies? Nothing mentioned about disability in 
preamble to bill but then it is that way at the end. 
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ISENATE RULES COMMITTEE AB 14551 
IOffice of Senate Floor Analyses 
11020 N Street, Suite 524 
I (916) 445-6614 Fax: (916) 
1327-4478 

THIRD READING 

Bill No: AB 1455 
Author: Scott (D), et al 
Amended: 8/30/00 in Senate 
Vote: 21 

SENATE INSURANCE COMMITTEE 7-2, 6/21/00 
AYES: Speier, Escutia, Figueroa, Hughes, Leslie, Sher, 

Soto 
NOES: Johnson, Johnston' 
NOT VOTING: Lewis 

SENATE APPROPRIATIONS COMMITTEE 12-0, 8/29/00 
AYES: Johnston, Alpert, Bowen, Escutia, Johnson, Karnette, 

Kelley, Leslie, McPherson, Mountjoy, Perata, Vasconcellos 

ASSEMBLY FLOOR Not relevant 

SUBJECT Health care service plans 

SOURCE 

Emergency 

California Healthcare Association 
California Medical Association 
California Chapter, American College of 

Physicians 

DIGEST This bill prohibits a health care service plan 
from engaging in an unfair payment pattern, as defined, in 
its reimbursement of a provider and authorizes the 
director to investigate a report of this conduct, and 
permits a provider to report this conduct to the 
department. This bill authorizes the director, upon a final 

CONTINUED 

AB 1455 

I 
I 
I 
I 
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Page 
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determination that a plan has engaged in an unfair payment 
pattern, to impose sanctions on the plan. This bill 
additionally increases the interest rate on an uncontested 
provider claim that is not paid by the plan within a 
prescribed time period to 15% per annum and imposes a $10 
charge on a plan that fails to automatically include this 
interest amount in its payment to a provider. 

This bill requires a health care service plan to ensure its 
dispute resolution mechanism is available to noncontracting 
providers and to submit an annual report to the Department 
of Managed Care regarding this mechanism. This bill 
additionally requires the department, on or before July 1, 
2001, to adopt regulations pertaining to the dispute 
resolution mechanism utilized by health care service plans. 

This bill also provides for a plan to report to the 
department instances of a provider engaging in an unfair 
billing pattern. Requires the department to make 
recommendations to the Legislature and Governor by July 1, 
2001, regarding a system to respond to unfair billing 
patterns. 

ANALYSIS The Knox-Keene Health Care Service Plan Act of 
1975 provides for the regulation and licensure of health 
care service plans by the Department of Managed Care and 
includes provisions pertaining to the payment of provider 
claims by a health care service plan and to the resolution 
of claim disputes. Under these provisions, interest at the 
rate of 10% per annum accrues if an uncontested provider 
claim is not reimbursed by the plan within a prescribed 
time period. Under existing law, the director of the 
department is required to administer and enforce the act 
and is provided with certain powers in this respect, 
including the power to conduct investigations affecting the 
interests of plans, subscribers, enrollees, and the public. 
The willful violation of the provisions of the Knox-Keene 

Health Care Service Plan Act of 1975 is a crime. 

Related legislation 

3 

AB 1455 
Page 

SB 260 (Speier), signed ip.to law last year, directs the 
director to investig~te and take enforcement action against 
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a plan that fails to comply with contractual requirements. 
In addition, SB 260 prohibits a contract between a 
risk-bearing organization and a plan from including any 
provision that requires a provider to accept rates or 
methods of payment specified in contracts with plan 
affiliates unless the provision has been first negotiated 
and agreed to between the plan and the risk-bearing 
organization. SB 2007 (Speier), held in Senate 
Appropriations Committee, would allow the director to 
establish and maintain a system of receiving, reviewing, 
and acting on provider complaints. SB 2094 (Senate 
Insurance Committee) would specify timeframes for payment 
of disputed services after independent medical review. SB 
59 (perata) signed into law last year establishes timelines 
for health insurer decisions to approve, modify or deny 
treatment requests. 

FISCAL EFFECT 
Local: Yes 

Appropriation: No Fiscal Com.: Yes 

SUPPORT (Verified 8/30/00) 

California Healthcare Association (co-source) 
California Medical Association (co-source) 
California Chapter, American College of Emergency 
Physicians (co-source) 
California Nurses Association 
California Psychiatric Association 

Glendale Adventist Medical Center 
Mercy Hospital of Health Services 
Tenet Healthcare Corporation 
California Association of Health Plans 
Alliance of Catholic Health Care 
San Diego Regional Chamber of Commerce 

ARGUMENTS IN SUPPORT The author believes it is 
increasingly difficult for providers to obtain full and 
timely reimbursement from plan payors for services rendered 
to enrollees, and although existing law provides remedies 
such as civil action or arbitration, these are not viable 
alternatives due to the time, cost and likelihood of 
retaliation against a provider by a plan. 

4 

AB 1455 
Page 

California Healthcare Association (CHA--sponsor) says more 
than 60% of California hospitals lose money from 
operations, that plans routinely take 100 days or more to 
pay hospitals for authorized, covered health care services, 
and that plans owed 85 Ca.lifornia hospitals $936.5 million 
for nearly 648,000 overdue claims in 1999. CRA believes 
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plans are increasingly engaging in business practices that 
are unfair and illegal which are jeopardizing patient care 
and the financial stability of hospitals and physicians 
throughout the state. CRA says the bill is an innovative 
and proactive treatment for California's ailing health care 
system. 

DLW: j k 8/3 0/00 Senate Floor Analyses 

SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 
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BILL ANALYSIS 

ISENATE RULES COMMITTEE 
IOffice of Senate Floor Analyses 1 

11020 N Street, Suite 524 1 
1(916) 445-6614 Fax: (916) 1 
1327-4478 1 

THIRD READING 

Bill No: SB 634 
Author: Speier (D) 
Amended: 5/10105 
Vote: 21 

1 

1 

SB 6341 
1 

SENATE BANKING, FINANCE, AND INS. COMMITTEE :9 .. 1,4/20105 
AYES: Speier, Cox, Denham, Figueroa, Lowenthal, Machado, 

Maldonado, Ortiz, Scott 
NOES: Hollingsworth 
NO VOTE RECORDED: Murray 

SENATE HEALTH COMMITTEE :'>8,~qi5/4/05 
AYES: Ortiz, Runner, Aanestad, Alquist, Chesbro, Cox, 

Kuehl, Vincent 
NO VOTE RECORDED: Figueroa, Maldonado, Romero 

SUBJECT: Health insurance: claims practices 

SOURCE: California Medical Association 

DIGEST: This bill extends, beginning July 1 , 2006, 
certain claims payment protections afforded to health care 
providers who deliver care to enrollees of health care 
service plans to providers who provide services to patients 
with health insurance policies. Requires, greater 
disclosure to individual policyholders about their 
potential costs when obtaining services from a provider who 
does not have a contract with the insured's health insurer. 
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SOURCE: California Medical Association 

DIGEST: This bill extends, beginning July 1 , 2006, 
certain claims payment protections afforded to health care 
providers who deliver care to enrollees of health care 
service plans to providers who provide services to patients 
with health insurance policies. Requires, greater 
disclosure to individual policyholders about their 
potential costs when obtaining services from a provider who 
does not have a contract with the insured's health insurer. 
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ANALYSIS: Existing law provides for regulation of health 
insurers by the Insurance Commissioner. Existing law, 
known as the Health Care Providers Bill of Rights, imposes 
certain requirements and prohibitions on the relationship 
between providers of health care services and health 
insurers relative to alternative rates of payment made by 
insurers on behalf of covered insureds. Existing law also 
require health insurance disclosure forms to be provided to 
insureds, and requires those disclosure forms to contain 
specified information. 

This bill, beginning July 1, 2006: 

1.Establishes timelines and conditions governing 
reimbursement of contracted and non-contracted providers 
by health insurers that contract with providers for 
alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as 
in existing regulations, except for the following 
differences: 

A. A health insurer must not impose a deadline for 
receipt of a claim that is lees than 90 days for a 
contracted provider and 180 days for a non-contracted 
provider. 

B. A health insurer must, prior to contracting with a 
provider, annually thereafter, and upon a provider's 
request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

C. Will not alter or affect any rights providers may 
have under any applicable statute of limitations or 
anti-forfeiture provisions in state law. 

2.Requires the health insurance policy or self-insured 
employer welfare benefit plan disclosure forms to insured 
and enrollees to contain the nature and extent of the 
financial liability that is or may be incurred by the 
insured, enrollee, or his or her family, where care is 
furnished by a provider that does not have a contract 

, with the insurer or plan to provide services at an 
alternative rate of payment. 
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, with the insurer or plan to provide services at an 
alternative rate of payment. 
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Background 

__ According to the author's office, the purpose of this bill 
is to provide similar protections for consumers and 
providers interacting with health insurers as those that 
already exist under health plans regulated by the 
Department of Managed Health Care (DMHC). The author's 
office states that health care providers operating under 
health insurers regulated by the Department of Insurance 
have virtually no rights as compared with providers who 
provide services under health plans. The author's office 
further states that 001 could, but chooses not to, require 
insurers to pay providers in accordance with their 
agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential 
out-of-pocket costs for obtaining care from a health 
insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

Currently some, but not all, claims payment protections 
applicable to health plans are applicable to health 
insurers regulated by the 001. For example, health plans 
and health insurers are both required to pay complete 
claims from providers within established timeframes and to 
pay interest penalties for late payments. However, others, 
including minimum deadlines for submissions of claims and 
maximum deadlines for requests for overpayment from 
providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution 
processes, prohibitions against engaging in unfair payment 
pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but 
not to health insurers. 

Related Legislation 

__ Related bills this session include SB 364 (Perata), SB 367 
(Speier), SB 417 (Ortiz), and AS 1321 (Vee). 

FISCAL EFFECT_: Appropriafion: No Fiscal Com.: No 
Local: No 

Background 

__ According to the author's office, the purpose of this bill 
is to provide similar protections for consumers and 
providers interacting with health insurers as those that 
already exist under health plans regulated by the 
Department of Managed Health Care (DMHC). The author's 
office states that health care providers operating under 
health insurers regulated by the Department of Insurance 
have virtually no rights as compared with providers who 
provide services under health plans. The author's office 
further states that 001 could, but chooses not to, require 
insurers to pay providers in accordance with their 
agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential 
out-of-pocket costs for obtaining care from a health 
insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

Currently some, but not all, claims payment protections 
applicable to health plans are applicable to health 
insurers regulated by the 001. For example, health plans 
and health insurers are both required to pay complete 
claims from providers within established timeframes and to 
pay interest penalties for late payments. However, others, 
including minimum deadlines for submissions of claims and 
maximum deadlines for requests for overpayment from 
providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution 
processes, prohibitions against engaging in unfair payment 
pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but 
not to health insurers. 

Related Legislation 

__ Related bills this session include SB 364 (Perata), SB 367 
(Speier), SB 417 (Ortiz), and AS 1321 (Vee). 

FISCAL EFFECT_: Appropriafion: No Fiscal Com.: No 
Local: No 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 197 of 310

SUPPORT: (Verified 5/10/05) 

California Medical Association (source) 
California Academy of Ophthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California· 
Chapter 
American College of Obstetricians and Gynecologists 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association of California 
California Association of Anesthesiologists 

ARGUMENTS IN SUPPORT: Supporters argue that this bill 
will level the playing field between DOl-regulated health 
insurers and DMHC-regulated plans. Supporters note that 
legislation in 2000 required the DMHC to promulgate 
regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health 
care and underpayment of providers. Unfortunately, DOl was 
not required to comply, leaving patients and their 
providers associated with health insurers without the same 
protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs 
the need for equity has intensified. Supporters argue that 
this bill contains a number overdue reforms, including 
establishment of claims filing deadlines, disclosure of fee 
schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial 
liability for health care services. Supporters argue that 
the bill will also protect patients from being involved in 
payment disputes between providers and insurers. 

DLW:cm 5/23/05 Senate Floor Analyses 

SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 
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SENATE RULES COMMITTEE 
Office of Senate Floor Analyses 
1020 N Street, Suite 524 
(916) 445-6614 Fax: (916) 327-4478 

Bill No: 
Author: 
Amended: 
Vote: 

SB 634 
Speier (D) 
5/10105 
21 

THIRD READING 

SB 634 

SENATE BANKING, FINANCE, AND INS. COMMITTEE: 9-1, 4/20105 
AYES: Speier, Cox, Denham, Figueroa, Lowenthal, Machado, Maldonado, 

Ortiz, Scott 
NOES: Hollingsworth 
NO VOTE RECORDED: Murray 

SENATE HEALTH COMMITTEE: 8-0, 5/4105 
AYES: Ortiz, Runner, Aanestad, Alquist, Chesbro, Cox, Kuehl, Vincent 
NO VOTE RECORDED: Figueroa, Maldonado, Romero 
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SOURCE: California Medical Association 

DIGEST: This bill extends, beginning July 1,2006, certain claims 
payment protections afforded to health care providers who deliver care to 
enrollees of health care service plans to providers who provide services to 
patients with health insurance policies. Requires greater disclosure to 
individual policyholders about their potential costs when obtaining services 
from a provider who does not have a contract with the insured's health 
Insurer. 

'. ANALYSIS: Existing law provides for regulation of health insurers by the 
Insurance Commissioner~ Existing law, known as the Health Care Providers 
Bill of Rights, imposes certain requirements and prohibitions on the 
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SB 634 
Page 2 

relative to alternative rates of payment made by insurers on behalf of 
covered insureds. Existing law also require health insurance disclosure 
forms to be provided to insureds, and requires those disclosure forms to 
contain specified 'information. 

This bill, beginning July 1, 2006: 

1. Establishes timelines and conditions governing reimbursement of 
contracted and non-contracted providers by health insurers that contract 
with providers for alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as in existing 
regulations, except for the following differences: 

A. A health insurer must not impose a deadline for receipt of a claim 
that is lees than 90 days for a contracted provider and 180 days for a 
non-contracted provider. 

B. A health insurer must, prior to contracting with a provider, annually 
thereafter, and upon a provider's request, provide in electronic format 
the provider's fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

C. Will not alter or affect any rights providers may have under any 
applicable statute of limitations or anti-forfeiture provisions in state 
law. 

2. Requires the health insurance policy or self-insured employer welfare 
benefit plan disclosure forms to insured and enrollees to contain the 
nature and extent of the financial liability that is or may be incurred by 
the insured, enrollee, or his or her family, where care is furnished by a 
provider that does not have a contract with the insurer or plan to provide 
services at an alternative rate of payment. 

Background 

According to the author's office, the purpose of this bill is to provide similar 
protections for consumers and providers interacting with health insurers as 
those that already exist under health plans regulated by the Department of 
Managed Health Care (DMHC). The author's office states that health care' 
providers operating under health insurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide 
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services under health plans. The author's office further states that DOl 
could, but chooses not to, require insurers to pay providers in accordance 
with their agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the 
claims settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health 
plans are applicable to health insurers regulated by the DOL For example, 
health plans and health insurers are both required to pay complete claims 
from providers within established timeframes and to pay interest penalties 
for late payments. However, others, including minimum deadlines for 
submissions of claims and maximum deadlines for requests for overpayment 
from providers, deadlines for acknowledgment of claims, requirements to 
have fast and fair dispute resolution processes, prohibitions against engaging 
in unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health 
lllsurers . 

Related Legislation 

Related bills this session include SB 364 (Perata), SB 367 (Speier), SB 417 
(Ortiz), and AB 1321 (Yee). 

FISCAL EFFECT: Appropriation: No Fiscal Com.: No Local: No 

SUPPORT: (Verified 5/1 0/05) 

California Medical Association (source) 
California Academy of Ophthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
American College of Obstetricians and Gynecologists 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association of California 
California Association of Anesthesiologists 
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• OPPOSITION: (Verified 5/10105) 

Association of California Life and Health Insurance Companies 

SB 634 
Page 4 

ARGUMENTS IN SUPPORT: Supporters argue that this bill will level 
the playing field between DOl-regulated health insurers and DMHC
regulated plans. Supporters note that legislation in 2000 required the 
DMHC to promulgate regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, DOl was not required to 
comply, leaving patients and their providers associated with health insurers 
without the same protections. With the noticeable increase in the number of 
Californians insured by the DOl-regulated insurers and PPOs the need for 
equity has intensified. Supporters argue that this bill contains a number 
overdue reforms, including establishment of claims filing deadlines, 
disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health 
care services. Supporters argue that the bill will also protect patients from 

• being involved in payment disputes between providers and insurers. 

• 

ARGUMENTS IN OPPOSITION: In taking an oppose unless amended 
position, the Association of California Life and Health Insurance Companies 
(ACLHIC) states that while it does not oppose the application of some of the 
provider claims payment provisions that currently apply to health plans to 
insurers, they have concerns about some provisions. ACHLIC argues that 
smaller health insurers do not have sufficient leverage to compel the entities 
they contract with to establish provider networks and reimbursement rates to 
disclose their fee schedules to providers as required by the bill, exposing the 
insurers to unfair claims practices violations. ACHLIC recommends that the 
bill be amended to require insurers to disclose the fee schedule they use. 
Finally, ACHLIC argues that placing detailed claims payment requirements 
in statutes makes it difficult to modify the requirements, and notes that many 
of the requirements for health plans are established in regulations. 

DLW:cm 5/12/05 Senate Floor Analyses 
SUPPORT/OPPOSITION: SEE ABOVE 

**** END **** 
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BILL NO: 
AUTHOR: 
AMENDED: 
HEARING DATE: 
FISCAL: 

CONSULTANT: 
Hansel/ ag 

SENATE HEALTH 
COMMITTEE ANALYSIS 
Senator Deborah V. Ortiz, Chair 

SB634 
Speier 
April 11, 2005 
April 27, 2005 
NonFiscal 

SUBJECT 

Health insurance: claims payment requirements 

SUMMARY 

The bill would extend certain claims payment protections afforded to health care 
providers who deliver care to enrollees of health care service plans (health plans) to 
providers who provide services to patients with health insurance policies. Requires 
greater disclosure to individual policyholders about their potential costs when obtaining 
services from a provider who does not have a contract with the insured's health insurer. 

ABSTRACT 

Existing law: 

S 
B 

6 
3 
4 

1. Provides for the licensure and regulation of health care service plans by the 
Department of Managed Health Care (DMHC) and for the licensure and regulation of 
health insurers by the Department of Insurance (Department). 

2. Requires insurers issuing group or individual health insurance policies to reimburse 
each complete claim no later than 30 working days after receipt of the complete claim 
by the insurer. 

3. Allows an insurer to contest or deny a claim by notifying the provider claimant that 
the claim is being contested or denied withip. 30 working days after receipt of the 
complete claim. 

4. Requires the commissioner to receive, investigate and respond to complaints and 
inquiries and, when warranted, to bring enforcement actions against insurers, 
including health insurers, as specified. 

5. Defines as an unfair practice on the p'art ofa health insurer knowingly committing or 
performing with such frequency as to indicate a general business practice any unfair 
claims settlement practice, including failing to affirm or deny coverage of claims 
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e within a reasonable time or failing to provide promptly a reasonable explanation of 
the basis relied on for the denial of a claim. 

6. Requires health insurers to provide summary information about their health insurance 
policies on a standard disclosure form,prescribed by the .Insurance Commissioner. 

Existing DMHC regulations: 
1. Establish timelines and conditions governing how health plans (but not health 

insurers) reimburse contracting and non-contracting physicians and other health care 
providers, including the following: 

a. A health plan may not impose a deadline for receiving provider claims that for 
contracted providers is less than 90 days from the date of service and for non
contracted providers is less than 180 days from the date of service. 

b. A health plan that denies a claim because it was filed beyond the deadline must 
accept and adjudicate the claim according to certain procedures and timelines if 
the provider elects to use the plan's dispute resolution process and demonstrates 
good cause for the delay. 

c. A health plan may not request reimbursement for overpayment of a claim unless it 
sends a written request to the provider within 365 days of the date of payment of 

• the over-paid claim. 

d. A health plan must acknowledge the receipt of each claim within two working 
days in case of an electronically submitted claim and within 15 working days in 
the case of a paper claim. 

e. A health plan must disclose the recorded date of receipt in the same manner as the 
claim was submitted or provide a mutually agreeable method of notification by 
which the provider can confirm the plan's receipt of the claim. 

f. A health plan must, initially upon contracting with a provider, annually thereafter, 
and upon a provider's request, provide in electronic format the provider's fee 
schedule and detailed payment policies used to adjudicate claims, as specified. 

2. Defines an unfair payment pattern any practice, policy, or procedure that results in 
repeated delays in the adjudication and correct reimbursement of provider claims, as 
defined. 

This bill: 
1. Establishes timelines and conditions governing reimbursement of contracted and non

contracted providers by health insurers that contract with providers for alternative 
rates of payment (PPO plans) that are substantially similar to those governing health 

• plans, as in existing regulations described above, except for the following differences: 

a. a health insurer must not impose a deadline for receipt of a claim that is less than 
180 days for a contracted provider and 360 days for a non-contracted provider. 
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b. a health insurer must, prior to contracting with a provider, annually thereafter, and 
upon a provider's request, provide in electronic format the provider's fee schedule 
and detailed payment policies used to adjudicate claims, as specified. 

c. the bill would not alter or affect any rights providers may have under any 
applicable statute oflimitations or antiforfeiture provisions in state law. 

2. Requires a health insurer to state on its standard disclosure forms the nature and 
extent of the financial liability that may be incurred by the policyholder if care is 
furnished by a health care provider that does not have a contract with the insurer. 

FISCAL IMPACT 

Unknown costs to the Department to enforce the new claims payment and disclosure 
provisions. 

BACKGROUND AND DISCUSSION 

According to the author, the purpose of SB 634 is to provide similar protections for 
consumers and providers interacting with health insurers as those that already exist under 
health plans regulated by the DMHC. The author states that health care providers 
operating under health insurers regulated by the Department of Insurance have virtually 
no rights as compared with providers who provide services under health plans. The 
author further states that the Department could, but chooses not to, require insurers to pay 
providers in accordance with their agreements with providers. In addition, health 
insurance policyholders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of health plans. 

Currently some, but not all, claims payment protections applicable to health plans are 
applicable to health insurers regulated by the Department. For example, health plans and 
health insurers are both required to pay complete claims from providers within 
established timeframes and to pay interest penalties for late payments. However, others, 
including minimum deadlines for submission of claims and maximum deadlines for 
requests for overpayment from providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair dispute resolution processes, prohibitions against 
engaging in an unfair payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but not to health insurers. 

Arguments in support 
Supporters argue that SB 634 will level the playing field between the Department
regulated health insurers and DMHC-regulated health pJans. Supporters note that 
legislation in 2000 required the DMHC to promulgate regulations to identify and end 
unfair claims practices that contribute to disruptions in the delivery of health care and 
underpayment of providers. Unfortunately, the Department was not required to comply, 
leaving patients and their providers associated with health insurers without the same 
protections. With the noticeable increase in the number of Californians insured by the 
Department-regulated insurers and PPOs the need for equity has intensified. Supporters 
argue that SB 634 contains a number overdue reforms; including establishment of claims 
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filing deadlines, disclosure of fee schedules, disclosure of claims payment rules, and 
disclosure to patients about the extent of their financial liability for health care services. 
Supporters argue that the bill would also protect patients from being involved in payment 
disputes between providers and insurers. 

Arguments in opposition 
In taking an oppose unless amended position, the Association of California Life and 
Health Insurance Companies (ACLHIC) states that while it does not oppose the 
application of some of the provider claims payment provisions that currently apply to 
health plans to health insurers, they have concerns about some provisions. In particular, 
the deadlines for submission of claims by providers proposed by the bill (180 and 360 
days, respectively, for contracted and non-contracted providers) are double for health 
plans, leaving insurers in the untenable position of waiting over six months for claims to 
be submitted by contracted providers and almost a year for non-contracting providers. In 
addition, ACHLIC argues that smaller health insurers do not have sufficient leverage to 
compel the entities they contract with to establish provider networks and reimbursement 
rates to disclose their fee schedules to providers as required by the bill, exposing the 
insurers to unfair claims practices violations. ACHLIC recommends that the bill be 
amended to require insurers to disclose the fee schedule they use. Finally, ACHLIC 
argues that placing detailed claims payment requirements in statute makes it difficult to 
modify the requirements, and notes that many of the requirements for health plans are 
established in regulations . 

COMMENTS AND QUESTIONS 

1. Deadlines for submission of claims. SB 634 provides that the deadlines for 
submission of claims to health insurers by providers shall be no less than 180 days for 
contracted providers and 360 days for non-contracted' providers. Presently, the 
comparable deadlines for health plans under DMHC regulations are 90 and 180 days, 
respectively. If the goal of the bill is establishing greater parity between regulatory 
requirements for health insurers and health plans, what is the reason for the longer 
claims submission deadlines contained in this bill? 

2. Exclusion of some DMHC claims payment provisions. SB 634 incorporates some, 
but not all of the provider claims payment provisions that are applicable to health 
plans regulated by the DMHC. For example, specific provisions pertaining to unfair 
payment patterns (which as defined includes imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to properly handle and pay 95 
percent of claims over a defined time period, requests for medical records for more 
than a defined percentage of claims, and failure to contest or deny claims within 
statutorily defined time periods) and requirements to have fast and fair dispute 
resolution processes that are applicable to health plans are not included in the bill. 
Should additional claims protections available to providers serving health plans such 
as definitions of unfair payment patterns and requirements on plans to have fast and 

• fair dispute resolution processes for providers be included in this bill? 

3. Workability of requirement to disclose fees and payment methods. Under the bill 
as drafted a health insurer must, prior to contracting with a provider and annually 
thereafter provide in electronic'format the provider's fee schedule and detailed 
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payment policies used to adjudicate claims. As pointed out by health insurers, in 
some cases insurers' contract with intermediaries to develop provider networks and 
payment rates and the insurers may not be able to compel those intermediaries to 
disclose their payment rates, policies, and procedures. How does the author propose 
to address this problem? 

4. Technical Amendment. The disclosure form requirement in the bill, requiring 
insurers to provide information about the insured's financial liability for services that 
are furnished by providers who do not contract with the insurer, should be revised to 
amend the disclosure requirements for PPO insurance plans (Section 10123.12) as 
opposed to standard disability insurance plans. 

Related Bills 
• SB 364 (Perata): Allows an emergency physician who has a contract with a health 

plan, but does not have a contract with a medical group or other entity that has been 
assigned responsibility for paying claims by the health plan, to submit a claim to the 
plan, and requires the plan to pay the claim pursuant to the terms of the contract. 
Provides that a physician submitting a claim to a plan pursuant to the bill shall not bill 
the patient, except for copayments, deductibles, or other costs that are the 
responsibility of the patient. 

• SB 367 (Speier): Requires health insurers that contest or deny claims from providers 
to provide the legal and factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. Requires the department to 
implement new complaint procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a complaint that involves a 
health insurance policy within 30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations Committee. 

• SB 417 (Ortiz): Prohibits hospital-based health care providers from routinely billing 
patients who have health insurance in excess of applicable copayments, deductibles, 
or coinsurance unless the provider has first billed the health insurer and been denied 
payment. Requires DMHC to review individual provider complaints about unfair 
payment practices by health care service plans or their contractors and to take 
enforcement actions. Currently in Senate Appropriations Committee. 

• AB 1321 (Yee): Prohibits hospital-based anesthesiologists, radiologists, pathologists, 
and emergency room physicians, or a group of such physicians, from seeking 
payment for services, other than allowable copayments and deductibles; from 
individual enrollees of a health plan. Currently in Assembly Appropriations 

• 
Committee. 

Previous legislation 
• AB 1455 (Scott, Chapter 827, Statutes of 2000) and SB 1177 (Perata, Chapter 

825, Statutes of 2000): Prohibits health care service plans from engaging in an 
unfair payment pattern and authorizes the director to impose sanctions on plans that 
the director determines have engageq. in an unfair payment pattern. Requires health 
care service plans to ensure that their dispute resolution programs are available to non 
contracting providers. 
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Support: 

Oppose: 

POSITIONS 

California Medical Association (sponsor) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, California Chapter 
American College of Obstetricians and Gynecologists 
California Chiropractic Association 
California Council of Community Mental Health Agencies 
California Dental Association 
California Hospital Association 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association in California 

Association of California Health and Life (unless amended) 
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CONCURRENCE IN SENATE AMENDMENTS 
AB 1455 (Scott) 
As Amended August 30, 2000 
Majority vote 

IASSEMBLY: 1 (May 27, 1999) 

(vote not relevant) 

AB 1455 
Page 1 

1 SENATE: 134-0 1 (August 31, 
1 1 12000) 

Original Committee Reference: INS. 

SUMMARY Revises the dispute resolution process for payment 
claims for medical services between providers and health care 
service plans (health plans) . 

The Senate amendments delete the Assembly version of this bill, 
and instead: 

l)Require health plan contracts with providers to have a fast, 
fair, and cost-effective dispute resolution mechanism, that it 
be accessible to noncontracting providers for billing 
disputes, and that health plans annually submit a report to 
the Department of Managed Care (DMC) on this dispute 
mechanism, as specified. 

2)Increase the interest penalty for unpaid uncontested claims 
from 10% to 15%, and requires that interest be automatically 
included in the claim payment. Require the same penalty on 
contested claims which are determined to be payable, and 
provides for a $10 fee for non-compliance. 

3)prohibit health plans from denying a claim based on a lack of 
authorization for health care services if the services were 
related to previously authorized services, it was medically 
necessary, and the services were provided after business hours 
and the health plan does not have an after-hours authorization 
process. 

4)prohibit health plans from engaging in an unfair payment 
pattern, defined as a demonstrable and unjust pattern of 
reviewing or processing complete and accurate claims that 
results in payment delays, reduced payments, denials of 
complete and accurate claims, or failure to pay interest due. 
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5)Permit DMC, when it has determined that a health plan has 
engaged in an unfair payment pattern, to impose monetary 
penalties, require health plans to pay claims in an 
accelerated manner for three years, and collect costs incurred 
by DMC for investigative and enforcement expenses. 

6)Require DMC to define in regulations a "complete and accurate 
claim," and to report to the Legislature its definitions of 
"unjust patterns." Require DMC to make available to the 
public upon request, and on its website, information regarding 
actions taken on payment practices. 

7)Require DMC to adopt regulations ensuring that health plans 
have adopted the dispute resolution process provided for in 
this bill, and report to the Legislature its recommendations 
for additional statutory requirements. 

8)Permit providers and health plans to report possible unfair 
patterns to DMC by toll-free telephone or email, and require 
DMC to report to the Legislature the process of responding to 
these patterns. 

EXISTING LAW requires: 

l)Emergency services and care to be rendered without first 
questioning the patient or any other person as to his or her 
ability to pay therefor. 

2)For emergency care claims, a health plan to notify a claimant 
in writing if a complete claim, or portion thereof, is 
contested or denied. 

3)If an uncontested claim is not paid by a health plan within 30 
working days, or by a health maintenance organization (HMO) 
within 45 working days, interest on the claim to accrue at 10% 
per year. 

AS PASSED BY THE ASSEMBLY ,this bill required the Department of 
Insurance to complete a closed claims study on or before July 1, 
2000 on auto insurance claims closed in 1988, a copy of which 
was to be submitted to the Legislature. 

FISCAL EFFECT 

COMMENTS 

Unknown 

AB 1455 
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difficult for providers to obtain full and timely reimbursement 
from plan payors for services rendered to enrollees, and 
although existing law provides remedies such as civil action or 
arbitration, these are not viable alternatives due to the time, 
cost and likelihood of retaliation against a provider by a plan. 
This bill is sponsored by the California Healthcare 

Association, which states that this bill is an innovative and 
proactive treatment for California's ailing health care system. 

This bill was substantially amended in the Senate and the 
Assembly-approved provisions of this bill were deleted in the 
Senate. This bill, as amended in the Senate, is identical to 
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SUBJECT 

Health insurance: claims payment requirements 

SUMMARY 

The bill would extend certain claims payment protections 
afforded to health care providers who deliver care to 
enrollees of health care service plans (health plans) to 
providers who provide services to patients with health 
insurance policies. Requires greater disclosure to 
individual policyholders about their potential costs when 
obtaining services from a provider who does not have a 
contract with the insured's health insurer. 

ABSTRACT 

Existing law: 
1.Provides for the licensure and regulation of health care 

service plans by the Department of Managed Health Care 
(DMHC) and for the licensure and regulation of health 
insurers by the Department of Insurance (Department). 

2.Requires insurers issuing grQup or individual health 
insurance policies to reimburse each complete claim no 
later than 30 working days after receipt of the complete 
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claim by the insurer. 

3.Allows an insurer to contest or deny a claim by notifying 
the provider claimant that the claim is being contested 
or denied within 30 working days after receipt of the 
complete claim. 

4.Requires the commissioner to receive, investigate and 
respond to complaints and inquiries and, when warranted, 
to bring enforcement actions against insurers, including 
health insurers, as specified. 

5.Defines as an unfair practice on the part of a health 
insurer knowingly committing or performing with such 
frequency as to indicate a general business practice any 
unfair claims settlement practice, including failing to 
affirm or deny coverage of claims within a reasonable. 
time or failing to provide promptly a reasonable 
explanation of the basis relied on for the denial of a 
claim. 

6.Requires health insurers to provide summary information 
about their health insurance policies on a standard 
disclosure form prescribed by the Insurance Commissioner. 

Existing DMHC regulations: 
1.Establish timelines and conditions governing how health 

plans (but not health insurers) reimburse contracting and 
non-contracting physicians and other health care 
providers, including the following: 

a. A health plan may not impose a deadline for 
receiving provider claims that for contracted 
providers is less than 90 days from the date of 
service and for non-contracted providers is less than 
180 days from the date of service. 

b. A health plan that denies a claim because it was 
filed beyond the deadline must accept and adjudicate 
the claim according to certain procedures and 
timelines if the provider elects to use the plan's 
dispute resolution process and demonstrates good cause 
for the delay. 
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overpayment of a claim unless it sends a written 
request to the provider within 365 days of the date of 
payment of the over-paid claim. 

d. A health plan must acknowledge the receipt of each 
claim within two working days in case of an 
electronically submitted claim and within 15 working 
days in the case of a paper claim. 

e. A health plan must disclose the recorded date of 
receipt in the same manner as the claim was submitted 
or provide a mutually agreeable method of notification 
by which the provider can confirm the plan's receipt 
of the claim. 

f. A health plan must, initially upon contracting with 
a provider, annually thereafter, and upon a provider's 
request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

2.Defines an unfair payment pattern any practice, policy, 
or procedure that results in repeated delays in the 
adjudication and correct reimbursement of provider 
claims, as defined. 

This bill: 
1.Establishes timelines and conditions governing 

reimbursement of contracted and non-contracted providers 
by health insurers that contract with providers for 
alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as 
in existing regulations described above, except for the 
following differences: 

a. a health insurer must not impose a deadline for 
receipt of a claim that is less than 180 days for a 
contracted provider and 360 days for a non-contracted 
provider. 

b. a health insurer must, prior to contracting with a 
provider, annually thereafter, and upon a provider's 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
4 

Page 

request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

c. the bill would not alter or a.ffect any rights 
providers may have under any applicable statute of 
limitations or antifbrfeiture provisions in state law. 

Page 3 of9 

http://www.leginfo.ca.gov/pub/bi11lsenJsb~0601-0650/sb_634_cfa_20050502_154359_se ... 06/2812005 

S~ 634 Senate Bill - Bill Analysis 

o 

overpayment of a claim unless it sends a written 
request to the provider within 365 days of the date of 
payment of the over-paid claim. 

d. A health plan must acknowledge the receipt of each 
claim within two working days in case of an 
electronically submitted claim and within 15 working 
days in the case of a paper claim. 

e. A health plan must disclose the recorded date of 
receipt in the same manner as the claim was submitted 
or provide a mutually agreeable method of notification 
by which the provider can confirm the plan's receipt 
of the claim. 

f. A health plan must, initially upon contracting with 
a provider, annually thereafter, and upon a provider's 
request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

2.Defines an unfair payment pattern any practice, policy, 
or procedure that results in repeated delays in the 
adjudication and correct reimbursement of provider 
claims, as defined. 

This bill: 
1.Establishes timelines and conditions governing 

reimbursement of contracted and non-contracted providers 
by health insurers that contract with providers for 
alternative rates of payment (PPO plans) that are 
substantially similar to those governing health plans, as 
in existing regulations described above, except for the 
following differences: 

a. a health insurer must not impose a deadline for 
receipt of a claim that is less than 180 days for a 
contracted provider and 360 days for a non-contracted 
provider. 

b. a health insurer must, prior to contracting with a 
provider, annually thereafter, and upon a provider's 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
4 

Page 

request, provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims, as specified. 

c. the bill would not alter or a.ffect any rights 
providers may have under any applicable statute of 
limitations or antifbrfeiture provisions in state law. 

Page 3 of9 

http://www.leginfo.ca.gov/pub/bi11lsenJsb~0601-0650/sb_634_cfa_20050502_154359_se ... 06/2812005 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 214 of 310

SB 634 Senate Bill - Bill Analysis 

D 

2.Requires a health insurer to state on its standard 
disclosure forms the nature and extent of the financial 
liability that may be incurred by the policyholder if 
care is furnished by a health care provider that does not 
have a contract with the insurer. 

FISCAL IMPACT 

Unknown costs to the Department to enforce the new claims 
payment and disclosure provisions. 

BACKGROUND AND DISCUSSION 

According to the author, the purpose of SB 634 is to 
provide similar protections for consumers and providers 
interacting with health insurers as those that already 
exist under health plans regulated by the DMHC. The author 
states that health care providers operating under health 
insurers regulated by the Department of Insurance have 
virtually no rights as compared with providers who provide 
services under health plans. The author further states 
that the Department could, but chooses not to, require 
insurers to pay providers in accordance with their 
agreements with providers. In addition, health insurance 
policyholders are often unaware of their potential 
out-of-pocket costs for obtaining care from a health 
insurer. The intent of this bill is to align the claims 
settlement practices of health insurers with those of 
health plans. 

Currently some, but not all, claims payment protections 
applicable to health plans are applicable to health 
insurers regulated by the Department. For example, health 
plans and health insurers are both required to pay complete 
claims ~rom providers within established timeframes and to 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
5 

Page 

pay interest penalties for late payments. However, others, 
including minimum deadlines for submission of claims and 
maximum deadlines for requests.for overpayment from 
providers, deadlines for acknowledgment of claims, 
requirements to have fast and fair di$pute resolution 
p~ocesses, prohibitions against engaging in an unfair 
payment pattern, and requirements to submit claims payment 
performance reports, currently apply to health plans but 
not to health insurers. 

Arguments in support 
Supporters argue that SB 634 will level the playirig field 
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between the Department-regulated health insurers and 
DMHC-regulated health plans. Supporters note that 
legislation in 2000 required the DMHC to promulgate 
regulations to identify and end unfair claims practices 
that contribute to disruptions in the delivery of health 
care and underpayment of providers. Unfortunately, the 
Department was not required to comply, leaving patients and 
their providers associated with health insurers without the 
same protections. with the noticeable increase in the 
number of Californians insured by the Department-regulated 
insurers and PPOs the need for equity has intensified. 
Supporters argue that SB 634 contains a number overdue 
reforms, including establishment of claims filing 
deadlines, disclosure of fee schedules, disclosure of 
claims payment rules, and disclosure to patients about the 
extent of their financial liability for health care 
services. Supporters argue that the bill would also 
protect patients from being involved in payment disputes 
between providers and insurers. 

Arguments in opposition 
In taking an oppose unless amended position, the 
Association of California Life and Health Insurance 
Companies (ACLHIC) states that while it does not oppose the 
application of some of the provider claims payment 
provisions that currently apply to health plans to health 
insurers, they have concerns about some provisions. In 
particulap, the deadlines for submission of claims by 
providers proposed by the bill (180 and 360 days, 
respectively, for contracted and non-contracted providers) 
are double for health plans, leaving insurers in the 
untenable position of waiting over six months for claims to 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
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Page 

be submitted by contracted providers and almost a year for 
non-contracting providers. In addition, ACHLIC argues that 
smaller health insurers do not have sufficient leverage to 
compel the entities they contract with to establish 
provider networks and reimbursement rates to disclose their 
fee schedules to providers as required by the bill, 
exposing the insurers to unfair claims practices 
violations. ACHLIC recommends.that the bill be amended to 
require insurers to disclose the fee schedule they use. 
F~nally, ACHLIC argues that placing detailed claims payment 
requirements in statute makes it difficult to modify the 
requirements, and notes that many of the requirements for 
health plans are established in regulations. 

COMMENTS AND QUESTIONS 

1.Deadlines for submission of claims. SB 634 provides that 
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the deadlines for submission of claims to health insurers 
by providers shall be no less than 180 days for 
contracted providers and 360 days for non-contracted 
providers. Presently, the comparable deadlines for 
health plans under DMHC regulations are 90 and 180 days, 
respectively. If the goal of the bill is establishing 
greater parity between regulatory requirements for health 
insurers and health plans, what is the reason for the 
longer claims submission deadlines contained in this 
bill ? 

2.Exclusion of some DMHC claims payment provisions. SB 634 
incorporates some, but not all of the provider claims 
payment provisions that are applicable to health plans 
regulated by the DMHC. For example, specific provisions 
pertaining to unfair payment patterns (which as defined 
includes imposition of a claims filing deadline 
inconsistent with that set out in regulation, failure to 
properly handle and pay 95 percent of claims over a 
defined time period, requests for medical records for 
more than a defined percentage of claims, and failure to 
contest or deny claims within statutorily defined time 
periods) and requirements to have fast and fair dispute 
resolution processes that are applicable to health plans 
are not included in the bill. Should additional claims 
protections available to providers serving health plans 
such as definitions of unfair payment patterns and 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
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Page 

requirements on plans to have fast and fair dispute 
resolution processes for providers be included in this 
bill? 

3.Workability of requirement to disclose fees and payment 
methods. Under the bill as drafted i;t health insurer 
must, prior to contracting with a provider and annually 
thereafter provide in electronic format the provider's 
fee schedule and detailed payment policies used to 
adjudicate claims. As pointed out bv health insurers, in 
some cases insurers' contract with i~termediaries to 
develop provider networks and payment rates and the 
insurers may not be able to qompel those intermediaries 
to disclose their payment rates, policies, and 
procedures. How does the author propose to address this 

'problem? 

4.Technical Amendment. The disclosure form requirement in 
the bill, requiring in~urers to provide information about 
the insured's financial liability for services that are 
furnished by providers .who do not contract with the 
insurer, should be revi~ed to amend the disclosure 
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requirements for PPO insurance plans (Section 10123.12) 
as opposed to standard disability insurance plans. 

Related Bills 
SB 364 (Perata): Allows an emergency physician who has a 
contract with a health plan, but does not have a contract 
with a medical group or other entity that has been 
assigned responsibility for paying claims by the health 
plan, to submit a claim to the plan, and requires the 
plan to pay the claim pursuant to the terms of the 
contract. Provides that a physician sUbmitting a claim 
to a pran pursuant to the bill shall not bill the 
patient, except for copayments, deductibles, or other 
costs that are the responsibility of the patient. 

SB 367 (Speier): Requires health insurers that contest 
or deny claims from providers to provide the legal and 
factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. 
Requires the department to implement new complaint 
procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
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complaint that involves a health insurance policy within 
30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations 
Committee. 

SB 417 (Ortiz): Prohibits hospital-based health care 
providers from routinely billing patients who have health 

insurance in excess of applicable copayments, 
deductibles, or coinsurance unless the provider has first 
billed the health insurer and been denied payment. 
Requires DMHC to review individual provider complaints 
about unfair payment practices by health care service 
plans or their contractors and to take enforcement 
actions. Currently in Senate Appropriations Committee. 

AB 1321 (Yee): Prohibits hospital-based 
anesthesiologists, radiologists, pathologists, and 
emergency room physicians, o~ a group of such physicians, 
from seeking payment for services, other than allowable 
copayments and deductiblesi from individual enrollees of 

. a health plan. Currently in Assembly Appropriations 
Committee. 
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plan, to submit a claim to the plan, and requires the 
plan to pay the claim pursuant to the terms of the 
contract. Provides that a physician sUbmitting a claim 
to a pran pursuant to the bill shall not bill the 
patient, except for copayments, deductibles, or other 
costs that are the responsibility of the patient. 

SB 367 (Speier): Requires health insurers that contest 
or deny claims from providers to provide the legal and 
factual basis for the action and to direct insureds and 
providers to the department's complaint review unit. 
Requires the department to implement new complaint 
procedures for complaints involving health insurance. 
Requires the Commissioner to make a determination on a 

Continued---

STAFF ANALYSIS OF SENATE BILL 634 (Speier) 
8 

Page 

complaint that involves a health insurance policy within 
30 days of the date of receipt of the complaint, with 
exceptions. Currently in Senate Appropriations 
Committee. 

SB 417 (Ortiz): Prohibits hospital-based health care 
providers from routinely billing patients who have health 

insurance in excess of applicable copayments, 
deductibles, or coinsurance unless the provider has first 
billed the health insurer and been denied payment. 
Requires DMHC to review individual provider complaints 
about unfair payment practices by health care service 
plans or their contractors and to take enforcement 
actions. Currently in Senate Appropriations Committee. 

AB 1321 (Yee): Prohibits hospital-based 
anesthesiologists, radiologists, pathologists, and 
emergency room physicians, o~ a group of such physicians, 
from seeking payment for services, other than allowable 
copayments and deductiblesi from individual enrollees of 

. a health plan. Currently in Assembly Appropriations 
Committee. 
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SB 634 Senate Bill - Bill Analysis . 

D 

Continued---

Previous legislation 
AB 1455 (Scott, Chapter 827, Statutes of 2000) and SB 

1177 (Perata, Chapter 825, Statutes of 2000): Prohibits 
health care service plans from engaging in an unfair 
payment pattern and authorizes the director to impose 
sanctions on plans that the director determines have 
engaged in an unfair payment pattern. Requires health 
care service plans to ensure that their dispute 
resolution programs are available to non contracting 
providers. 

POSITIONS 

Support: California Medical Association (sponsor) 
California Academy of Opthalmology 
California Chiropractic Association 
American College of Emergency Physicians, 

California Chapter 
American College of Obstetricians and 

Gynecologists 
California Chiropractic Association 
California Council of Community Mental Health 

Agencies 
California Dental Association 
California Hospital ~ssociation 
California Podiatric Association 
California Psychiatric Association 
Mental Health Association in California 

Oppose:Association of California Health and Life (unless 
amended) 
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LEGISLATIVE COUNSEL RN 0517393 
AMDTS 

REQUEST OF Assembly Member Wilma Chan 

per Letter 
Room 6005 319-2016 

Amend SB 634 to add coauthors and amendments, per attached. 

ATTACHMENT(S): 
Business card from Deborah Reidy Kelch of Assembly Member Chan's Committee on 
Health with 1-page attachment. Copy of SB 634 a/s 5/10/05 (97v) 

Any questions, contact Deborah Kelch at 319-2097 

HEALTH INSURANCE 07/07/05 

This will acknowledge your request received on the date indicated. Please examine 
the above statement to determine if it correctly sets forth your request. 

Any question with respect to this request may be directed to 

Linda Dozier at 341-8194 

to whom it has been assigned. 
Diane F. Boyer-Vine 
Legislative Counsel 
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(2)REPORTS OF STANDING COMMITTEES<c2> 

(2)Committee on Health 

[tB] Date of Hearing: 

~ Mr. Speaker: Your Committee on Health reports: 

(11 3) 

Senate Bill No. 634 (14 - 0) 

July 05, 2005 [ ]<r> 

(1) With amendments with the recommendation: Amend, and do pass, as 
amended .. <1> • 

,Chair 

(5)Above bill(s) ordered to second reading. 

(2)REPORTS OF STANDING COMMITTEES<c2> 

(2)Committee on Health 

[tB] Date of Hearing: 

~ Mr. Speaker: Your Committee on Health reports: 

(11 3) 

Senate Bill No. 634 (14 - 0) 

July 05, 2005 [ ]<r> 

(1) With amendments with the recommendation: Amend, and do pass, as 
amended .. <1> • 

,Chair 

(5)Above bill(s) ordered to second reading. 
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46965 
07/08/05 05:58 PM 

RN05l7393 PAGEl 
Substantive 

AMENDMENTS TO SENATE BILL NO. 634 
AS AMENDED IN SENATE MAY 10,2005 

Amendment 1 
Below line 1 of the heading, insert: 

(Coauthors: Assembly Members Chan, Koretz, and Laird) 

Amendment 2 
On page 2, line 28, strike out ", shall be" strike out lines 29 and 30, and insert: 

. To the extent 

Amendment 3 
On page 6, line 25, strike out ", shall be" strike out lines 26 and 27, and insert: 

. To the extent 

-° -
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Legislative Counsel of California 

CONFLICT NOTIFICATION 
June 15,2005 

S.B.634 
The above measure, introduced by Senator Speier, which was set for hearing 
in the 

Assembly Health Committee 

appears to be in conflict with 

A.B. 598 - De La Torre 

The enactment of these measures in their present form may give rise to a 
serious legal problem which possibly can be avoided by appropriate 
amendments. 

We urge you to consult our Conections Section at 
Corrections.Section@legislativecounse1.ca.gov or 916-341-8230 at your 
earliest convenience. 

Page 1 of 1 
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Legislative Counsel of California 

CONFLICT NOTIFICATION 
July 5, 2005 

S.B.634 

. tiue 
UYlsel 

!fclrni(1 

The above measure, introduced by Senator Speier, which was set for hearing 
in the 

Assembly Health Committee 

appears to be in conflict with 

A.B. 598 - De La Torre 
S.B. 367 - Speier 

The enactment ofthese measures in their present fonn may give rise to a 
serious legal problem which possibly can be avoided by appropriate 
amendments . 

. We urge you to consult our Corrections Section at 
Corrections.Section@legislativecounsel.ca.gov or 916-341-8230 at your 
earliest convenience. 
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SB 634 Senate Bill - History 

COMPLETE BILL HISTORY 

BILL NUMBER : S.B. No. 634 
AUTHOR Speier 
TOPIC : Health insurance: claims practices. 

TYPE OF BILL : 
Active 
Non-Urgency 
Non-Appropriations 
Majority Vote Required 
Non-State-Mandated Local Program 
Non-Fiscal 
Non-Tax Levy 

BILL HISTORY 
2005 
June 9 
May 26 
May 26 

May 10 
May 9 

Apr. 25 
Apr. 25 

To Com. on HEALTH. 
In Assembly. Read first time. Held at Desk. 
Read third time. Passed. (Ayes 36. Noes 2. Page 1195.) To 
Assembly. 
Read second time. Amended. To third reading. 
From committee: Do pass as amended. (Ayes 8. Noes O. Page 
953. ) 
Set for hearing May 4. 
withdrawn from committee. Re-referred to Com. on HEALTH. 

Page 1 of 1 

Apr. 21 From committee: Do pass, but first be re-referred to Com. on APPR. 
(Ayes 9. Noes 1. Page 716.) Re-referred to Com. on APPR. 

Apr. 11 
Apr. 11 

Mar. 3 
Feb. 23 
Feb. 22 

Set for hearing April 20. 
From committee with author's amendments. Read second time. 
Amended. Re-referred to committee. 
To Corns. on B., F. & I. and HEALTH 
From print. May be acted upon on or after March 25. 
Introduced. Read first time. To Com. on RLS. for assignment. To 
print. 
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• 

• 

• 

ASSOCIATION OF CALLPORNIA .L1FE & HEALTH INSURANCE COMPANIES 

May 23, 2005 

Honorable Jackie Speier 
Member, State Senate 
State Capitol 
Sacramento, CA 95814 

RE: S8 634 (SPEIER) - REMOVAL OF OPPOSITION 

Dear Senator Speier: 

The Association of California Life and Health Insurance Companies has reviewed 
SB 634, as amended May 10th

, and are pleased to remove our opposition. We 
now view the bill as simply applying parity requirements between health care 
service plans regulated by the Department of Managed Health Care and health 
insurers regulated by the Department of Insurance with regards to provider 
payment practices. 

We are appreciative of your willingness to consider and address our concerns . 
With these amendments, ACLHIC is now neutral. 

Most Cordially, 

~~~--
Anne Eowan 
Vice-President, Government Affairs 

cc David Wilkening, Senate Floor Analyses 
Tim Conaghan, Senate Republican Caucus 
Richard Figueroa, Department of Insurance 
Sherrie Lowenstein, Department of Managed Health Care 
Kacy Hutchison, Governor's Office 
Brett Michelin and Astrid Meghrigian, CMA 

1201 K Street· Suite 1820· Sacramento, CA95814 • 916-442-3648 • fax 916-442-1730 
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1201 K Street· Suite 1820· Sacramento, CA95814 • 916-442-3648 • fax 916-442-1730 
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• 
Board of Directors 

PRESIDENT 
John Buck 

iJrning Point Community Programs 
Sacramento 

VICE PRESIDENT 
Kita Curry PHD 

Didi Hirsch Community 
Mental Health Center 

Culver City 

TREASURER 

Gladys C. Lee lCSW 

Pacific Clinics 
Arcadia 

SECRETARY 
Mary Hargrave PHD 

River Oak Center for Children 
Sacramento 

Immediate PAST PRESIDENT 
David Camara lCSW 

Henrietta Weill Memorial Child 
Guidance Clinic 

Bakersfield 

PROGRAM 

Olivia Loewy PHD 

o,merican Association for Marriage 
and Family Therapy 

Santa Barbara 

•
atherine Mason MSW 

Catholic Charities 
San Jose 

PUBLIC POLICY 

F. Jerome Doyle MSW 

MQ Children and Family Services 
Campbell 

MEMBERSHIP & PUBLIC 
RELATIONS 

Barry Schoer 
Sanctuary Psychiatric Centers 

of Santa Barbara 
Santa Barbara 

MEMBERS-AT-LARGE 
Sleven Elson PHD 

Casa Pacifica 
CBmarHJo 

Jeff Fly MA 

Tuming Point of 
Central California. Inc. 

Visalia 

Ian Hunter PHD 

San Fernando Valley Community 
Mental Health Center 

Van Nuys 

Mike Leoni 
Tulare Youth Service Bureau 

Tulare 

Vonza Thompson MA. MFT 

ALLIANCE for Community Care 
San Jose 

Helen Morran-Wolf lCSW 

• 

Foothill Family Service 
Pasadena 

Miguel Valencia PHD 

Gardner Family Care Corporation 
,San Jose 

EXECUTIVE DIRECTOR 
Rusty Selix 

California Council of Community Mental Health Agencies 

Representing Non-Profit Community Mental Health Agencies Throughout California 

DATE: 

TO: 

FROM: 

RE: 

MEMORANDUM 

April 25, 2005 

Honorable Jackie Speier 
Member, State Senate 

RECEIVED 

APR 2.6 2005 

SEN.ATOH JACK!!:' SPEIER 

Rusty Selix, Executive Director 

58 634- Notice.of Support from the California Council of 
Community Mental Health Agencies - Health insurance: 
claims practices. 

S8 634 will create increased parity between DOl and DMHC regulated 
products. Protections to be provided by the bill include: 

1. The establishment of minimum claims filing deadlines to avoid 
inappropriate denials of claims. 

2. The disclosure of the fee schedule, that is the amount of money 
providers will be paid under the contract, so that they can determine 
whether the contracted rates are appropriate, and if so, whether they 
are paid properly. 

3. The disclosure of claims payment rules so that providers can bill 
properly and avoid unnecessary claims delays/denials. 

4. The disclosure to patients about the extent of their financial liability for 
the receipt of health care services under the policy so they understand 
the financial ramifications of their choice of provider. 

Physicians are hurt by the lack of protections under DOl regulated health 
plans leaving some patients with fewer options for access to health care by 
forcing physicians out of these PPO networks. 

For these reasons, the California Council of Community Mental Health 
Agencies strongly supports 58 634. 

CC: Executive' Directors of Member Agencies 
Senate Health Committee Members 
Committee Co'nsultant 

1127 _ 11 th STREET 1:'gLRt~\~~50Sitig'~~~A~~A'E:~~5~cf~HA_SB 634_supportdoc 
~ . ' 

(916) 557-1166 -FAX: (916) 447-2.350 EMAIL: mail@cccmha.org WEBSITE: www.cccmha.org 
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providers will be paid under the contract, so that they can determine 
whether the contracted rates are appropriate, and if so, whether they 
are paid properly. 

3. The disclosure of claims payment rules so that providers can bill 
properly and avoid unnecessary claims delays/denials. 

4. The disclosure to patients about the extent of their financial liability for 
the receipt of health care services under the policy so they understand 
the financial ramifications of their choice of provider. 

Physicians are hurt by the lack of protections under DOl regulated health 
plans leaving some patients with fewer options for access to health care by 
forcing physicians out of these PPO networks. 

For these reasons, the California Council of Community Mental Health 
Agencies strongly supports 58 634. 

CC: Executive' Directors of Member Agencies 
Senate Health Committee Members 
Committee Co'nsultant 

1127 _ 11 th STREET 1:'gLRt~\~~50Sitig'~~~A~~A'E:~~5~cf~HA_SB 634_supportdoc 
~ . ' 

(916) 557-1166 -FAX: (916) 447-2.350 EMAIL: mail@cccmha.org WEBSITE: www.cccmha.org 
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An affiliate of the National Mental Health Association, 
honored as the nation's "most cost-efficient health charity. n 

DATE: 

TO: 

FROM: 

RE: 

- ~ magazine, December 1994 

Mental Health Association in California 
1127 - 11th Street, Suite 925, Sacramento, CA 95814 

tel: 916-557-1167 • fax: 916-447-2350 • e-mail: mail@mhac.org • website: www.mhac.org 

MEMORANDUM 

April 25, 2005 

Honorable Jackie Speier 
Member, State Senate 

RUsty Selix, Executive Director 

R.ECElVED 

APR 26 2005 

SENATOR JACKIE SPEIER 

S8 634 - Notice of Support from the Mental Health Association in 
California - Health insurance: claims practices. 

S8 634 will create increased parity between 001 and DMHC regulated products. 
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April 25. 2004 RECEf,VED ~~. 

APR 26 2005 

The Honorable Jackie Speier SENATOR JACKIE SPEIER 
State Capitol Building, Room 2032 
Sacramento. CA 95814 
(916) .327-2186 fax 

Re: SUPPORT: SB 634 (Speier) - Protection from Unfair Payment 
Practices 

Dear Senator Speier. 

Hearing: Tuesday, April 27, 2005 
Senate Appropriations Committee 

I am pleased to infonn you that the California Psychiatric Association, whieh represents 
over 3500 psychiatric physicians, supports SB 634 which would provide physicians 
protection from unfair HMO and PPO payment practices . 

Under existing law, HMOs and pros regulated by the Departm~nt of Managed Health 
Care (DMHC) are subject t.o a host of regulations to prevent unfair payment practices· 
against health carc providers which don't appJy to PPOs and other entities regulated by 
the Department of Insurance (DOl). This leaves providers and their patients without 
protectiolls found fi)r products and services overseen by UMJJC. 

SB 634 extends DMHC protections to products regulated by the Department of 
Insurance. These protections include disclosure of the Jee schedule and payment rules the 
insurer use~ to pay contracted providers and a prohibition against unreasonable claims 
deadlines for submitting a claim. 

Fair payment practices is a major step towards providing the access to care envisioned in 
AB 88 (Thomson 2000, mental health insurance parity) which is not now available. It 
will also help improve access to carc generally. as physicians, who have fled managed 
care in the I"st decade may be induced to return. if fair payment practices are guaranteed. 

Sincerely. 

Randa I Hagar, CPA Director of Government Affairs 
cc: Senate Banking and Insurance Committee Consuitants 

Brett Michelin, California Medical AssoCiation 
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ACOG. District IX 
1425 River Park Drive, Suite 235 
Sacramento, California 9581 5 
(916) 920-8100 
FAX, (916) 920-8118 
email: distrlct9@acog.org 

COLLEGE OF OBSTETRICIANS AND~~t~,~9LOGISTS 
)ISTRICT IX Wru-EN'S HEALTH CARE PHYSICIANS 

f [j \) " , '-JllU~ 

• 

April 18, 2005 

The Honorable Jackie Speier 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

fJ, r " J ' .. ' [, , 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College of Obstetricians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of California's women, supports Senate Bill 634, which 
will be heard in the Senate Banking, Finance and Insurance Committee on April 20th

• 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment of the market, and hence, the problems have been more 
pronounced. As the market is shifting to more and more products being sold as insurance and regulated under the 
Department of Insurance, it makes sense to have similar protections. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic, but sometime elusive, requirement in managed care. Plans often make getting reimbursed, and knowing 
whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice by requiring 
more and more time and money be spent on contract management rather than patient care. There is no reason for Plans to 
withhold reimbursement and claims processing information other than to frustrate the physician's ability to hold the Plan 
accountable under the contract. More and more physicians are fmally leaving PPO networks in frustration, which may 
ultimately be the only option for the physician but will leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO'and PPO products in the law. ACOG-IX supports and appreciates your efforts. 

Sincerely, 

Shannon Smith-Crowley, JD, l\1HA 
Legislative Advocate 

cc: Senate Banking, Finance and Insurance Committee Members and Consultant, Room 2032 
Senate Health Committee and Consultant, Room 2191 

DISTRIO IX OFFICERS 2002-2005 

VICE CHAIR 
Mocer,MD Frank R. Gamberdella, MD 

504 W. Pueblo Street #201 
Santa Barbara, CA 93105 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550'Washington Street, #725 
San Diego, CA 92103 

SECRETARY 
Betty Tu, MD, MBA 
17922 "itch 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Cantershire Way 
Granite Bay, CA 95746 

I Congress Street, #400 
sadena, CA 91105 Irvine, CA 92614 
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California Medical Association 
Physicians dedicated to the health of Californians 

April 25, 2005 

Honorable Jackie Speier 
California State Senate 
State Capitol, Room 2032 
Sacramento, CA 95814 

Dear Senator Speier: 

R.ECE1VED 

APR 26 2005 

SENATOR JACKIE SPEIER 

RE: SB 634 (Speier) 
CMA Position: Sponsor/Support 

The California Medical Association is pleased to Sponsor SB 634, the Unfair Payment Prohibition Parity Act. 
This bill will end unfair payment practices by leveling the field between Department of Insurance (CDI) 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service 
plans. 

In 2000, the legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to disruptions in the delivery of health care to patients and provided payment 
protection to physicians. These regulations were implemented in 2004. Unfortunately, the CDI was not 
required to comply, leaving patients, and their providers, who are insured by a plan under CDI authority 
without the same protections. With the noticeable migration in the number of Californians insured by CDI 
regulated PPO's from DMHC plans the need for equity has intensified. 

This bill will increase parity for patients by establishing claims deadlines for providers to help avoid 
inappropriate denial of covered benefits. The CMA believes it is necessary to extend these deadlines for 
providers who are unable to submit claims due to confusion over the proper recipient of the claim. Further, the 
bill will ensure that claims that are submitted are appropriately acknowledged and identified by insurers for the 
prompt payment of claims. 

Perhaps most importantly, SB 634 will clarify the fee schedules attached to each contract so that payment may 
be accurately predicted and reduce the need for adjudicated claims. This disclosure will help to remove the 
patient from disagreements between the insurer and the health care provider. This will establish a clear 
guideline for physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor patient relationship. . 

Finally, this bill will require an insurers to disclose to its patients the nature and extent of any financial 
liability. This is necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The California Medical Association would like to thank you for authoring this important legislation. Parity 
between health care service plans and health insurers will equalize the protections that all patients and their 
health care providers deserve. Should you have any questions please feel free to contact me. 

Sincerely .. 

~·~qv~ 
Brett Michelin ' 
Associate Director 

cc: Members, Senate Health Committee 
Consultant, Senate Health Committee 
Consultant, Senate Republican Caucus • 

Headquarters: 1201 J Street, Suite 200, Sacramento, CA 95814-2906 • 916.444.5532 

San Francisco office: 221 Moin Street. P.O. Box 7:690. San fl-ancisco. CA 94120-7690' 415,541.0900 
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May 25, 2005 

TO: 

FROM: 

California Medical Association 
Physicians dedicated to the health of Californians 

Members, California State Senate 

Brett Michelin, Associate Director 
Center for Government Relations 

RE: SB 634 (Speier) 

POSITION: SPONSOR 

The California Medical Association is pleased to Sponsor Senate Bill 634 authored by 
Senator Speier. This bill will help end unfair payment practices by leveling the field for 
Department of Insurance (CDI) regulated health insurers and Department of Managed Health 
Care (DMHC) regulated health care service plans. Please note: All Opposition has been 
removed from this bill. 

In 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end 
unfair claims practices that contributed to disruptions in the delivery of health care to patients 
and provided payment protection to physicians. Unfortunately, the CDI was not required to 
comply, leaving patients and their providers without equal protections. With the noticeable 
migration in the number of Californians insured by CDI regulated PPO's from DMHC plans 
the need for equity has intensified. 

SB 634 will clarify the fee schedules attached to each contract so that payment may be 
accurately predicted and reduce the need to adjudicate claims. This disclosure will help to 
remove the patient from disagreements between the insurer and the health care provider. The 
bill establishes a clear guideline for physicians and surgeons to follow when discrepancies 
occur without adversely affecting the doctor/patient relationship. 

Further, this bill will increase parity for patients by establishing minimum claims deadlines 
for providers to help avoid inappropriate denial of covered benefits. The bill will ensure that 
claims that are submitted are appropriately acknowledged and identified by insurers to help 
ensure prompt payment. 

Finally, this bill will require an insurer to disclbse to its patients the nature and extent of any 
financial liability if they choose to visit a doctor that is pot contracted with their health 
insurance company. This is necessary so that a patient will fully recognize the ramifications 
of their choice of provider. 

• The California Medical Association respectfully requests your "AYE" vote when this bill is 
taken up on the Senate Floor.· Should you have any questions please feel free to contact me 
at (916) 444-5532. 

Headquarters: 1201 J Street, Sacramento, CA 95814-2906· 916.444.5532 
San Francisco office:221 Main Street, P.<? Box 7690, San Francisco, CA 94120-7690·415.541.0900 

• 

• 

May 25, 2005 

TO: 

FROM: 

California Medical Association 
Physicians dedicated to the health of Californians 

Members, California State Senate 

Brett Michelin, Associate Director 
Center for Government Relations 

RE: SB 634 (Speier) 

POSITION: SPONSOR 

The California Medical Association is pleased to Sponsor Senate Bill 634 authored by 
Senator Speier. This bill will help end unfair payment practices by leveling the field for 
Department of Insurance (CDI) regulated health insurers and Department of Managed Health 
Care (DMHC) regulated health care service plans. Please note: All Opposition has been 
removed from this bill. 

In 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end 
unfair claims practices that contributed to disruptions in the delivery of health care to patients 
and provided payment protection to physicians. Unfortunately, the CDI was not required to 
comply, leaving patients and their providers without equal protections. With the noticeable 
migration in the number of Californians insured by CDI regulated PPO's from DMHC plans 
the need for equity has intensified. 

SB 634 will clarify the fee schedules attached to each contract so that payment may be 
accurately predicted and reduce the need to adjudicate claims. This disclosure will help to 
remove the patient from disagreements between the insurer and the health care provider. The 
bill establishes a clear guideline for physicians and surgeons to follow when discrepancies 
occur without adversely affecting the doctor/patient relationship. 

Further, this bill will increase parity for patients by establishing minimum claims deadlines 
for providers to help avoid inappropriate denial of covered benefits. The bill will ensure that 
claims that are submitted are appropriately acknowledged and identified by insurers to help 
ensure prompt payment. 

Finally, this bill will require an insurer to disclbse to its patients the nature and extent of any 
financial liability if they choose to visit a doctor that is pot contracted with their health 
insurance company. This is necessary so that a patient will fully recognize the ramifications 
of their choice of provider. 

• The California Medical Association respectfully requests your "AYE" vote when this bill is 
taken up on the Senate Floor.· Should you have any questions please feel free to contact me 
at (916) 444-5532. 

Headquarters: 1201 J Street, Sacramento, CA 95814-2906· 916.444.5532 
San Francisco office:221 Main Street, P.<? Box 7690, San Francisco, CA 94120-7690·415.541.0900 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 235 of 310

• 

• 

California Optolnetric Association 

May 18, 2005 

TO: MEMBERS, CALIFORNIA STATE SENATE 

FROM: Tim Hart, Director, Government & External Affairs 
Cliff Berg, Governmental Advocates, Inc. 
Terence McHale, Aaron Read & Associates, LLC 

RE: SENATE BILL 634 (SPEIER) 
As Amended ;n Senate April 7, 2005 
COA POSITION: SUPPORT 

MAY 1. 9 2005 

SE.NATOH ,jACKIE SPEIER 

The California Optometric Association (COA), representing more than 2,600 licensed California 
Optometrists, is pleased to support Senate Bill 634, by Senator Jackie Speier. This bill is on the 
Senate Third Reading File. 

This bill, sponsored by the California Medical Association, would add to the Insurance Code 
many of the statutory and regulatory claims-payment protections now afforded health care 
service plan providers by the Knox-Keene Act, as enforced by the Department of Managed 
Health Care, to members of preferred provider networks (PPOs) regulated by the Department of 
Insurance. Specifically, SB 634 would require non-Knox-Keene health insurers to: 

• Establish clear claims-filing deadlines, to avoid unfair and inappropriate denials of claims. 

• Disclose the amounts to be paid to providers under a contract, so determinations can be made 
as to whether contracted-for rates are appropriate and, if so, whether they're paid properly. 

• Disclose claims payment rules, enabling providers to bill accordingly to avoid delays in or 
denial of payment. 

• Disclose to policyholders the extent of their liability for services provided so they can make 
appropriate provider choices. 

Despite being trained and licensed as both primary and specialized eye care providers, 
optometrists have had difficulty obtaining admission to provider panels and networks, both in the 
Knox-Keene and in the PPOlhealth indemnity environments. Passage of SB 634 will further 
extend the notion of fair play for all qualified health care providers, regardless of who the health 
care insurer is regulated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when 
the bill is taken up on the Senate Floor . 

"Setting the standard in eye care" 
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• 
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appropriate provider choices. 

Despite being trained and licensed as both primary and specialized eye care providers, 
optometrists have had difficulty obtaining admission to provider panels and networks, both in the 
Knox-Keene and in the PPOlhealth indemnity environments. Passage of SB 634 will further 
extend the notion of fair play for all qualified health care providers, regardless of who the health 
care insurer is regulated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when 
the bill is taken up on the Senate Floor . 

"Setting the standard in eye care" 
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June 15, 2005 

The Honorable Jackie Speier 
State Capitol, Room 2032 
Sacramento, CA 95814 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

J nll.[ ;; ('l 2005 ' U!~! ,~, \,) 

RE: SUPPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Senator Speier: 

The California Chiropractic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizations (HMOs) and preferred provider organizations (PPOs) regulated by the 
Department of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third party payor. Unfortunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that this practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of health care services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

If you have any questions, please contact CCA's Government Affairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

II. 77 C;;/~// r/// /1/ I: .'/ le>("£·vi.., / . . '7----
Dennis R. Buckley, DC 
President 
cc: Assembly Health Committee 
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iCALIFORNIA DENTAL ASSOCIA TION® 

April 14, 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB 634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is in support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, and Insurance Committee on April 
20,2005. 

SB 634 will place into statute various important protections for providers participating in 
preferred provider organizations (PPOs) and other entities licensed by the Department of 
Insurance that essentially match similar protections already in place for providers 
contracting with health care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, receive new claims, etc. 

Dentists who are participating providers for dental insurers and PPOs often are frustrated 
by the claims process, partiCUlarly when an insurer denies having received a claim and 
the dentist is forced to start the whole process over again. Among other things, this bill 
would require insurers to acknowledge receipt of electronic claims within two days, and 
paper claims within 15 days. While these and other related provisions contained in SB 
634 will not entirely prevent miscommunications, they should at least give providers 
greater assurance that their claims are being handled properly and in a timely fashion. 

We respectfully urge your Aye vote on SB 634. 

@~ 
AP R 1 ,~, 2005 

Manager, LegislativelRegulatory Affairs 

Cc: Ron Spingarn, Consultant, Senate B~nking, Finance, & Insurance Committee 
Tim Conaghan, Senate Republican Caucus 

1201 K Street Mall 
Post Office Box 13749 
Sacramento, CA 95853-4749 

Telephone 
916/443-0505 
800/736-8702 

Fax 
Number 
916/443-2943 
www.cda.org 
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June 22, 2005 

.~ 
rIJ111 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RECEJ\lED 

JUNI '2, 0 2005 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

The California Hospital Association (CHA), which represents more than 400 hospitals.supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department ofInsurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department of Insurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consunant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95S14 •. Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.calhealth.org 

Corporate Memhers: Hospital Council of Northern and ·Central California, Hospital As~ociation ~f Southern California. and Healthcare Association of San Diego and Imperial Counties 
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c 
California Academy of Ophthalmology 

605 Market Street, Suite 1109 • San Francisco, CA 94105-3213 .415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

June 20, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

RECE~VE: 

JUN 202005 

SENATOR J;C\CKlt: SPEIER 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed SB 634 and has adopted 
a position of "Support." This measure is being heard in the Assembly Health Committee 
.on Tuesday, July 5, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department ofInsurance (DOl). Patients will gain a better understanding of the financial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). 

If we can be of any further assistance, please contact me at (916) 446-4343. 

Sincerely, 

1J~ 
Bryce W.A. Docherty 
Legislative Advocate 

cc: . The Honorable Jackie Speier 
The Members of the Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 
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06/16/2005 12:40 9164423209 BARRY BROAD 

LAW OFFICES OF BARRY BROAD 

To: All Members of the Assembly Health Comrnitte:e 

From.: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: June 16.2005 

RECEiVED 

JUN '} 7 2005 

SENATOR JACKlE SPEIER 

'Re: SB 634 (Speier)-SUPPORT 

The California Podiatric Medical Associatio.n is jn support of SB '634 by Senator 
Jackie Speier. 

SB 634 will create increased parity between Department of Insurance (DOl) 
regulated products and those regulated by the Department of Managed Health Care 
(DMHC). These protections include (1) the establishment of minimum, claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claillls payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials; and (4) the disclosure to patients about the extent of 
their financial liability for the receipt of health care services under the poUcy. ' 

This bill will insure that providers treating patients who receive their health 
benefits under a policy of insur~ce regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be beneficial as well to health care consumers. 

On behalfofCPMA, we urge your "Aye" vote on SB 634. 

cc: Senator Speier 

1127 11 til Sttecr,..5llire 501 
Sacnll'Ocmo, CA 95!H4 

, (9l6) 442-5999 
Fax (916) 4~~Z-3209 
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07/14/2005 07:18 9164423209 

LAW OFFICES 

To: All Membets of the Assembly 

From: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: Jnly 13,2005 

Re: SB 634 (Speier)--SUPPORT 

PAGE 09/14 

The Califomia Podiatric MedicaJ. Association is in support of SB 634 by Senator 
Jackie Speier. 

SB 634' will create increased parity between Department of Insurance (DOl) 
regulated products and those regulated by the Departlnent of Managed Health Care 
(DMHC). These protections include (1) the establishment of mini,mum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosw:e of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials; aJ.'ld (4) the disclosure to patients about the extent of 
their financial liability for the receipt of health care services u\lder the policy. 

This bill will insure that providers treating patients who receive their health 
bene'fits under a poUcy of insurance .regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be beneficial as well to health care consumers. 

On behalf of ePMA, we urge your "Aye" vote on SB 634. 

cc: Senator Speier 

ope·29-afl-cia 

1127 11th Str~et, Suite SOl 
Sacramento, CA 95814 

(916) 442·5999 
Fax. (916) 442.,.3209 
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California Optometric Association 
Tim Hart· Director, Goven1lllent & External Affairs Division 

2415 K Street Sacramento, California 95816 
916.441.3990.Ext. 227 . Fax: 916.448.1423 . E-mail: timh@coavision.org 

June 29, 2005 

Hon. Wilma Chan 
Chairwoman, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento CA 95814 

RE: SENATE BILL 634 (SPEIER) 
As Amended in Senate May 10, 2005 

COA POSITION: SUPPORT 

Dear Madam Chairwoman: 

The California Optometric Association (COA), representing more than 2,600 licensed California 
Optometrists, supports Senate Bill 840 by Senator Jackie Speier. This bill will be heard in the 
Assembly Health Committee on Tuesday, July 5. 

This bill, sponsored by the California Medical Association, would add to the Insurance Code many of 
the statutory and regulatory claims-payment protections now afforded health care service plan 
providers by the Knox-Keene Act, as enforced by the Depmiment of Managed Health Care, to 
members of preferred provider networks (PPOs) regulated by the Department of Insurance. 

Despite being trained and licensed as both primary and specialized eye care providers, optometrists 
have had difficulty obtaining admission to provider panels and networks, both in the Knox-Keene and 
in the PPO/health indemnity environments. Passage of SB 634 will further extend the notion of fair 
play for all qualified health care providers, regardless of who the health care insurer is regulated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when the 
bill is taken up in committee. 

Tim Hart 
Director, Government & External Affairs 

TJH:me 
c: Hon. Sheila James Kuehl 

Members, Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, Califomia. Medical Association. 
Cliff Berg, Governmental Advocates, Inc. 
Terence McHale, Aaron Read & Associates 

"Setting the standard in eye care" 

California Optometric Association 
Tim Hart· Director, Goven1lllent & External Affairs Division 

2415 K Street Sacramento, California 95816 
916.441.3990.Ext. 227 . Fax: 916.448.1423 . E-mail: timh@coavision.org 

June 29, 2005 

Hon. Wilma Chan 
Chairwoman, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento CA 95814 

RE: SENATE BILL 634 (SPEIER) 
As Amended in Senate May 10, 2005 

COA POSITION: SUPPORT 

Dear Madam Chairwoman: 
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play for all qualified health care providers, regardless of who the health care insurer is regulated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when the 
bill is taken up in committee. 

Tim Hart 
Director, Government & External Affairs 

TJH:me 
c: Hon. Sheila James Kuehl 

Members, Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, Califomia. Medical Association. 
Cliff Berg, Governmental Advocates, Inc. 
Terence McHale, Aaron Read & Associates 

"Setting the standard in eye care" 
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California Optometric Association 
Tim Hart· Director, Government & External Affairs Division 
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Tim Hart 
Director, Government & External Affairs 

TJH:me 
c: Hoq. Sheila James Kuehl 

Members, Assembly Health COimnittee 
Deborah Kelch, Consultant, Assembly Health COimnittee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, California Medical Association. 
Cliff Berg, GovernmentaI' Advocates, Inc. 
Terence McHale, Aaron Read & Associates 

"Setting the standard in eye care" 
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June 24, 2005 

TO: The Honorable Wilma Chan, Chair 
and Members of the Assembly Health Committee JUN 2 7 2005 

RE: Senate Bill 634 (Speier)-AFSCME SUPPORT 

The American Federation of State, County, and Municipal Employees (AFSCME), AFL-CIO, 
would like to inform you of our support of Senate Bill 634, as amended. 

Senate Bill 634 extend claim payment protection afforded to health care providers who 
deliver care to enrollees of health care service plans to providers who provide services to 
patients with health insurance policies. 

AFSCME supports this legislation that will provide protection to consumers and providers 
interacting with health insurers. Currently, health insurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide services under 
health plans. This legislation is essential to our State in order to align claim settlement 
practices of health insurers with those of health plans. 

Please join us in supporting Senate Bill 634. 

Should you have any questions regarding our position on this matter, you may contact me at 
your earliest convenience. AFSCME also reserves the right to change its position in the event 
of further amendments. 

Political Action Representative 

CC: Committee Consultant(s) 
JDBllw 

1121 L Street· Suite 904 • Sacramento, California 95814·-3926. (916) 441-1570. (916) 441-3426 FAX 

American Federation o(State, County and Municipal Employees, AFL-CiO @~'" 
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June 29, 2005 

The Honorable Wilma Chan, Chair 
Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assemblywoman Chan: 

Re: SB 634 (Speier) 
CMA Position: Support 

The California Medical Association is pleased to Sponsor Senate Bill 634 authored by Senator Speier. 
This bill will help end unfair payment practices by leveling the field for Department of Insurance (CDI) 
regulated health insurers and Department of Managed Health Care (DMHC) regulated health care service 
plans. 

h1 2000, the Legislature ordered the DMHC to promulgate regulations to identify and end unfair claims 
practices that contributed to disruptions in the delivery of health care to patients and provided payment 
protection to physicians. Unfortunately, the CDI was not required to comply, leaving patients and their 
providers without equal protections. With the noticeable migration in the number of Californians insured 
by CDI regulated PPO's from DMHC plans the need for equity has intensified. 

SB 634 will clarify the fee schedules attached to each contract so that payment may be accurately 
predicted and reduce the need to adjudicate claims. This disclosure will help to remove the patient from 
disagreements between the insurer and the health care provider. The bill establishes a clear guideline for 
physicians and surgeons to follow when discrepancies occur without adversely affecting the 
doctor/patient relationship. 

Further, this bill will increase parity for patients by establishing minimum claims deadlines for providers 
to help avoid inappropriate denial of covered benefits. The bill will ensure that claims that are submitted 
are appropriately acknowledged and identified by insurers to help ensure prompt payment. 

Finally, this bill will require an insurer to disclose to its patients the nature and extent of any financial 
liability if they choose to visit a doctor that is not contracted with their health insurance company. This is 
necessary so that a patient will fully recognize the ramifications of their choice of provider. 

The California Medical Association respectfully requests your "AYE" vote. Should you have any 
questions please feel free to contact me at (916) 444-5532. 

Sincerely, 

fwt~ 
Brett Michelin 

cc: The Honorable Jackie Speier 
Members of the Assembly Health COllli11ittee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

Headquarters: 1201 J Street, Suite 200, Sacramerrto, CA 95814-2906 0 916.444.5532 

San Francisco office: 221 Main Street, P.O. Box 7690, San Francisco, CA 94120-7690 0 415.541.0900 
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June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

.~ 
rn1/1 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The California Hospital Association (CHA), which represents more than 400 hospitals supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department oflnsurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department oflnsurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95814· Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.calhealth.org 

Corporate Members: Hospital Council of Northern and Central California, ~ospital Association 'or Southern California, and Healthcare AS,saciation of San Diego and Imperial Counties 

June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

.~ 
rn1/1 

CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The California Hospital Association (CHA), which represents more than 400 hospitals supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department oflnsurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department oflnsurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95814· Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.calhealth.org 

Corporate Members: Hospital Council of Northern and Central California, ~ospital Association 'or Southern California, and Healthcare AS,saciation of San Diego and Imperial Counties 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 247 of 310

CALIFORNIA DENTAL ASSOCIATION® 

April 14, 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB 634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is in support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, and Insurance Committee on April 
20,2005. 

SB 634 will place into statute various important protections for providers participating in 
preferred provider organizations (PPOs) and other entities licensed by the Department of 
Insurance that essentially match similar protections already in place for providers 
contracting with health care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, receive new claims, etc. 

Dentists who are participating providers for dental insurers and PPOs often are frustrated 
by the claims process, particularly when an insurer denies having received a claim and 
the dentist is forced to start the whole process over again. Among other things, this bill 
would require insurers to acknowledge receipt of electronic claims within two days, and 
paper claims within 15 days. While these and other related provisions contained in SB 
634 will not entirely prevent miscommunications, they should at least give providers 
greater assurance that their claims are being handled properly and in a timely fashion. 

We respectfully urge your Aye vote on SB 634. 

Sincerely, 

Edmund Carolan 
Manager, Legislative/Regulatory Affairs 

Cc: Ron Spingarn, Consultant, Senate Banking, Finance, & Insurance Committee 
Tim Conaghan, Senate Republican Caucus 

1201 K Street Mall 
Post Office Box 13749 
Sacramento, CA 95853-4749 

Telephone 
. 916/443-0505 

800/736-8702 

Fax 
Number 
916/443-2943 
www.cda.org 

CALIFORNIA DENTAL ASSOCIATION® 

April 14, 2005 

The Honorable Jackie Speier 
Chair, Senate Banking, Finance, and Insurance Committee 
State Capitol, Room 2032 
Sacramento, CA 95814 

Subject: SB 634 (Speier) SUPPORT 

Dear Madam Chair: 

The California Dental Association is in support of Senate Bill 634 (Speier), which is 
scheduled to be heard in the Senate Banking, Finance, and Insurance Committee on April 
20,2005. 

SB 634 will place into statute various important protections for providers participating in 
preferred provider organizations (PPOs) and other entities licensed by the Department of 
Insurance that essentially match similar protections already in place for providers 
contracting with health care service plans regulated by the Department of Managed 
Health Care. These protections include specific deadlines for plans to acknowledge 
receipt of claims, request reimbursement for overpayments, receive new claims, etc. 

Dentists who are participating providers for dental insurers and PPOs often are frustrated 
by the claims process, particularly when an insurer denies having received a claim and 
the dentist is forced to start the whole process over again. Among other things, this bill 
would require insurers to acknowledge receipt of electronic claims within two days, and 
paper claims within 15 days. While these and other related provisions contained in SB 
634 will not entirely prevent miscommunications, they should at least give providers 
greater assurance that their claims are being handled properly and in a timely fashion. 

We respectfully urge your Aye vote on SB 634. 

Sincerely, 

Edmund Carolan 
Manager, Legislative/Regulatory Affairs 

Cc: Ron Spingarn, Consultant, Senate Banking, Finance, & Insurance Committee 
Tim Conaghan, Senate Republican Caucus 

1201 K Street Mall 
Post Office Box 13749 
Sacramento, CA 95853-4749 

Telephone 
. 916/443-0505 

800/736-8702 

Fax 
Number 
916/443-2943 
www.cda.org 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 248 of 310

c 
California Academy of Ophthalmology 

605 Market Street, Su ite 1109 • San Francisco, CA 94105-3213 • 415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

JUN 2 0 2005 

June 20, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA958l4 

Dear Assembly Member Chan: 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed SB 634 and has adopted 
a position of "Support." This measure is being heard in the Assembly Health Committee 
on Tuesday, July 5, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department of Insurance (DOl). Patients will gain a better understanding of the financial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). 

If we can be of any further assistance, please contact me at (916) 446-4343. 

Sincerely, 

r~ 
Bryce W.A. Docherty 
Legislative Advocate 

cc: The Honorable Jackie Speier 
, The Members of the Assembly Health Committee 

Deborah Kelch, Consultant, Assembly Health Committee 
. Peter Anderson, Consultant, Assembly Republican Caucus 
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ACOG, District IX 
1425 River Pork Drive, Suite 235 
Sacramento, CalifornIa 95815 
(916) 920-8100 
FAX, (916) 920-8118 
email: district9@acog.org 

THE AMERICAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX WOMEN'S HEALTH CARE PHYSICIANS 

June 15,2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College of Obstetricians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of Cali fomi a's women, supports Senate 8iIJ 634, which 
will be heard in the Assembly Health Committee on July 5th. 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment ofthe market, and hence, the problems have been more 
pronounced for HMOs. As the market is shifting to more and more products being sold as insurance and regulated under 
the Department of Insurance, it makes sense to have similar protections regardless of regulator. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic condition which is sometimes elusive in the managed care world. Plans can make getting reimbursment, 
and knowing whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice 
by requiring more and more time and money be spent on contract management rather than patient care. There is no reason 
for Plans to withhold reimbursement and claims processing information other than to frustrate the physician's ability to hold 
the Plan accountable under the contract. More and more physicians are finally leaving PPO networks in frustration, which 
may ultimately 'be the only option for the physician but wi11leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports SB 634 and asks for your "aye" vote. 

Sincerely, 

~~~ 
. Shinnon Smith-Crowley, JD, MHA 
Legislative Advocate 

cc: Assembly Health Members and Consultant 

CHAIR 
James A. Mocer, MD 
1 0 Congress Street, #400 
Pasadena, CA 91105 

VICE CHAIR 
Frank R. Gamberdella, MD 
504 W. Pueblo Street #201 
Santo Barbara, CA .93105 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550 Washington Street, #725 
San Diego, CA 92103 

SECRETARY 
Betty Tu, MD, MBA 
17922 Fitch 
Irvine, CA 92614 

TREASURJ:R 
Jeanne Conry, MD, PhD 
8204 Cantershire Woy 
Granite Boy, CA 95746 
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LAW OFFICES OF BARRY BROAD 

To: All Members of the Assembly Health Conunitt~e 

From: Barry Broad 
Shane Gusman 
Libby Sanchez 

Date: June 16,2005 

'Re; , SB 634 (Speier)-SUPPORT 

PAGE 05/05 

The California Podiatric Medical Association is in support of SB 634 by Senator 
Jackie SpeJ.er. 

SB 634 will create increased parity between Department of Insurance (DOl) 
regulated products and those regulated by the Department of Managed Health Care 

,(DMHC). These protections include (1) the establislunent of minimum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 
disclosure of claims payment rules so that providers can bill properly and avoid 
unnecessary claims delays/denials; and (4) the disclosure to patients about the extent of 
their financialliabJ.lity for the receipt of health care services under the policy. 

This bill will insure that pr.oviders treating patients who receive their health 
benefits under a policy of insmaIlce regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC. The establishment of such parity 
will be benetlcial as well to health care consumers. 

On behalf of CPMA, we urge your "Aye" vote on SB 634. 

co: Senator Speier 

opI}-29-'l'fl-Cio .' 

1127 11th Sr,re~t, Suit~ 501 
Sacr.amt;;ntf.l, CA 95814 

. (916) 442-5999 
Fax (916) 44Z-:';~09 
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CALIFORNIA CHIROPRACTIC ASSOCIATION 

June 15, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RE: SUPPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Assemblymember Chan: 

J\}~ 2. 0 '2.QO~ 

'The Califomhl. OhiropraCtic Association (CCA) is pleased to announce its support for SB 634. Health 
maintenance organizations (HMOs) and preferred provider organizations (PPOs) regulated by the 
Department of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unfair claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within California's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third party payor. Unfortunately, 
the provider and the patient only become aware of "silent. PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that this practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of healthcare services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when.' if any, PPO discounts are 
applied. 

We ask for your aye vote. Thank you for your consideration 

If you have any questions, please contact CCA's Government Affairs Director, Kristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

1/7 . ,/) ,/} f/ 
JJ~(~~/L /:5t~7/-'" 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Committee 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

June 15, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RE: SUPPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Assemblymember Chan: 

J\}~ 2. 0 '2.QO~ 
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LAW OFFICES Of BARRY BROADJUN 1 6 2005 

To: All Members of the Assembly Health Committee 

From: BaITY Broad. 
Shane Gusman 
Libby Sanchez 

Date: June 16,2005 

. Re: . SB 634 (Speier)-SUPPORT 

PAGE 05/05 

The California Podiattic Medical Association is in support of SB 634 by Senator 
Jackie Spei.er. 

SB 634 will create increased parity between Department of Insurance (001) 
regulated products and those regulated by the Department of Managed Health Care 

. (DMHC). These protections include (1) the establishment of minimum claims filing 
deadlines to avoid inappropriate denials of claims; (2) the disclosure of the fee schedule 
so that providers can understand fully what they are agree to charge patients; (3) the 

. disclosure of claims payment rules so that providers can bill properly and avoid 
UIll1ecessary claims delays/denials; and (4) the disclosure to patients about the extent of 
their financial liability for the receipt of health cm~e services tmder the policy, 

This bill will insure that providers treating patients who receive their health 
benefits under a policy of insmaTIce regulated by DOl have the same rights as those 
treating patients subject to regulation of the DMHC, The establishment of such parity 
will be benetlcial as well to health care consumers. 

On behalf of ePMA, we urge your "Aye" vote on SB 634. 

cc: Senator Speier 

opt>-29-,dl-ciu 

1127 lli:;h Sm:t!t, Suitt! 501 
. Sacr.amentQ, CA %814 

(916) 442-5999 
Fax (916) 442-;>209 
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From: Michelle Bancroft 916-648-2738 To: Deborah Kelch Date: 6/15/2005 Time: 11: 14:36 AM 

"

>"\i 
................ .i 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

June 15,2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RE: SlWPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Assemblymember Chan: 

The Califomia Chiropractic Association (CCA) is pleased to announce its SUppOlt for SB 634. Health 
maintenance organizations (HMOs) and prefe11'ed provider organizations (PPOs) regulated by the 
Depaltment of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unE-tir claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within Califomia's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third patty payor. UnfOltunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that tIus practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of healthcare services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

We ask for your aye vote. Thank you fOI' your consideration 

If you have any questions, please contact CCA's Govemment Affairs Director, K.ristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

;/1 /?,!2 ;;-
jxd_.(,i.-£'. / /t/vt:£:7/ ,. 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Committee 

Page 3 of 3 From: Michelle Bancroft 916-648-2738 To: Deborah Kelch Date: 6/15/2005 Time: 11: 14:36 AM 

"

>"\i 
................ .i 

CALIFORNIA CHIROPRACTIC ASSOCIATION 

June 15,2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

RE: SlWPORT - SB 634 (Speier - As amended 5-10-05) 

Dear Assemblymember Chan: 

The Califomia Chiropractic Association (CCA) is pleased to announce its SUppOlt for SB 634. Health 
maintenance organizations (HMOs) and prefe11'ed provider organizations (PPOs) regulated by the 
Depaltment of Managed Health Care are subject to regulations to prevent unfair payment practices 
against health care providers. SB 634 will identify unE-tir claims practices that result in delays of 
appropriate payment, which can contribute to disruptions in health care delivery to patients. This bill will 
establish minimum claims filing deadlines to avoid inappropriate denials of claims, provide fee schedule 
disclosure that will ensure the provider is being reimbursed accordingly and require disclosure to patients 
about the extent of their financial liability for their health care services. 

CCA seeks to improve both provider and patient's rights within Califomia's managed care system. CCA 
believes that SB 634 will address the costly and unlawful issue of "silent PPOs". A "silent PPO" refers to 
the practice of contracting with a PPO to access discounts, usually by a third patty payor. UnfOltunately, 
the provider and the patient only become aware of "silent PPO" reductions after healthcare services are 
rendered and are taken without the provider's or the patient's knowledge and consent. CCA collects 
evidence and investigates claims of "silent PPOs" from doctors of chiropractic on a regular basis and has 
concluded that tIus practice of unlawful discounts continues to significantly impact both providers and 
insureds. CCA believes to improve delivery of healthcare services, providers need to be reimbursed in a 
timely manner and to be aware of the fee schedule that will be applied to services rendered. Insured 
patients must also be informed regarding their financial responsibility when, if any, PPO discounts are 
applied. 

We ask for your aye vote. Thank you fOI' your consideration 

If you have any questions, please contact CCA's Govemment Affairs Director, K.ristine Shultz at (916) 
648-2727 x 130. 

Sincerely, 

;/1 /?,!2 ;;-
jxd_.(,i.-£'. / /t/vt:£:7/ ,. 

Dennis R. Buckley, DC 
President 
cc: Assembly Health Committee 

Page 3 of 3 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 254 of 310

Jun 15 05 04:38p Shannon Smith-Crowle~ (916) 457-5217 

ACOG, District IX 
1425 River Pork Drive, Suite 235 
Socromento, Collfornlo 9.58J 5 
(9J6) 920-S100 
FAX; (916) 920-S1 IS 
emai" district9@acog.org 

p.3 

THE AMERICAN COLLEGE OF OBSTETRICIANS AND GYNECOLOGISTS 
DISTRICT IX WOMEN'S HEALTH CARE PHYSICIANS 

June 15,2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

Re: Senate Bill 634 (Speier) 
ACOG-IX Position: SUPPORT 

The American College of Obstetricians and Gynecologists, District IX, representing more than 4600 California 
Obstetricians and Gynecologists dedicated to promoting the health of Cali fomi a's women, supports Senate Bill 634, which 
will be heard in the Assembly Health Committee on July 5th. 

California has led the way in HMO reform. However, the same reforms have not always been introduced for insurance as 
for HMOs, in part due to HMOs having a larger segment ofthe market, and hence, the problems have been more 
pronounced for HMOs. As the market is shifting to more and more products being sold as insurance and regulated under 
the Department of Insurance, it makes sense to have similar protections regardless of regulator. 

Fair payment rules for HMOs should similarly apply to PPOs. Knowing what one is supposed to be reimbursed under a 
contract is a basic condition which is sometimes elusive in the managed care world. Plans can make getting reimbursment, 
and knowing whether reimbursement was the correct amount, a challenge, taking resources away from the medical practice 
by requiring more and more time and money be spent on contract management rather than patient care. There is no reason 
for Plans to withhold reimbursement and claims processing information other than to frustrate the physician's ability to hold 
the Plan accountable under the contract. More and more physicians are finally leaving PPO networks in frustration, which 
may ultimately be the only option for the physician but wi11leave access for patients lacking. 

This bill will help improve California's health care delivery system by requiring parity between the artificial designations of 
HMO and PPO products in the law. ACOG-IX supports SB 634 and asks for your "aye" vote. 

Sincerely, 

~~~ 
. Shinnon Smith-Crowley, JD, MHA 
Legislative Advocate 

cc: Assembly Health Members and Consultant 

CHAIR 
James A. Maeer, MD 
10 Congress Street, #400 
Pasadena,CA 91105 

VICE CHAIR 
Frank R. Gamberdella, MD 
504 W. Pueblo Street #201 
Santa Barbora, CA 93105 

DISTRICT IX OFFICERS 2002-2005 

IMMEDIATE PAST CHAIR 
Josephine Von Herzen, MD 
550 Washington Street, #725 
San Diego, CA 92103 

SECRETARY 
Betty Tu, MD, MBA 
17922 Fitch 
Irvine, CA 92614 

TREASURER 
Jeanne Conry, MD, PhD 
8204 Canter.;hire Way 
Granite Boy, CA 95746 
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Health & Safety Code 
Title XXVIII Regulations 

1300.67.8. Contracts with Providers 

Written contracts must be executed between the plan and each provider of health care services which regularly 
furnishes services under the plan. All contracts with providers shall be subject to the following requirements: 

(a) Awritten contract shall be prepared or arranged in a manner which permits confidential treatment by the Director 
of payment rendered or to be rendered to the provider without concealment or misunderstanding of other terms and 
provisions of the contract. 

(b) The contract shall require that the provider maintain such records and provide such information to the plan or to 
the Director as may be necessary for compliance by the plan with the provisions of the Act and the rules thereunder, 
that such records will be retained by the provider for at least two years, and that such obligation is not terminated 
upon a termination of the ~greement, whether bYJescission or otherwise. (See Section 1300.75.1) 

(c) That the plan shall have access at reasonable times upon demand to the books, records and papers of the 
provider relating to the health care services provided to subscribers and enrollees, to the cost thereof, to payments 
received by the provider from subscribers and enrollees of the plan (or from others on their behalD, and, unless the 
provider is compensated on a fee-for-service basis, to the financial condition of the provider. 

(d) The contract shall prohibit surcharges for covered services and shall provide that whenever the plan receives 
notice of any such surcharge it shall take appropriate action. 

(e) The contract shall contain provisions complying with Section 1379 of the Act and requiring that, upon termination 
of the contract of the provider for any cause, such provider shall comply with the provisions of subdivision (a)(10) of 
Section 1300.67.4. 

1 

(D The contract shall require providers to display in a prominent place in each reception and waiting area a notice 
informing subscribers and enrollees how to contact their plan, file a complaint with their plan, obtain assistance from 
the Department, and seek an independent medical review. For the purposes of this regulation, a reception and 
waiting area shall be defined as a room used for the purpose of subscribers and enrollees waiting to receive services 
from a provider. 

(1) The notice shall be displayed in English and in any individually identifiable language that is spoken in the home by 
ten percent (10%) or more of the households in the U.S. Postal Service ZIP code in which the reception or waiting 
area is located, according to the US Census Bureau's Census 2000 Summary File 3, Quick Table -- P16 for the 
appropriate ZIP code, which is incorporated by reference. 

(2) The notice shall be in a form prescribed, provided and translated by the Department for posting. 

(3) The notice and translations can be found at www.dmhc.ca.gov and are available for downloading and printing. In 
the altemative, hard copies of the notice and translations may be obtained by submitting a written request to the 
Department of Managed Health Care, Attn: Waiting Room Notices, 980 - 9th Street, Suite 500, Sacramento, CA 
95814. 

(4) Display of a notice provided by the Office of the Patient Advoca'te containing the information required by this 
subsection and in the appropriate language(s) will be considered compliance with these regulations. 

Upon the effective date of these regulations, plans shall require providers to post said notice. The provision requiring 
• . the notice shall be added to all contracts executed subsequent to the effective date of these regulations. 

• 

• 
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2 
(5) A provider who demonstrates to the satisfaction of the Department that the provider's actual patient population is 
made up of less than five percent (5%) of patients speaking any of the languages for which translations are required 
under subsection (~(1) above, may be exempt from displaying a translation in the particular language for which a 
satisfactory demonstration has been made . • 

• 

• 

2 
(5) A provider who demonstrates to the satisfaction of the Department that the provider's actual patient population is 
made up of less than five percent (5%) of patients speaking any of the languages for which translations are required 
under subsection (~(1) above, may be exempt from displaying a translation in the particular language for which a 
satisfactory demonstration has been made . 
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§ 1300.71. Claims Settlement Practices 

(a) Definitions . 

(1) "Automatically" means the payment of the interest due to the provider within five (5) working days of the payment 
of the claim without the need for any reminder or request by the provider. 

(A) If the interest payment is not sent in the same envelope as the claim payment, the plan or the plan's capitated 
provider shall identify the specific claim or claims for which the interest payment is made, include a statement setting 
forth the method for calculating the interest on each claim and document the specific interest payment made for each 
claim. 

(B) In the event that the interest due on an individual late claim payment is less than $ 2.00 at the time that the claim 
is paid, a plan or plan's capitated provider that pays claims (hereinafter referred to as "the plan's capitated provider") 
may pay the interest on that claim along with interest on other such claims within ten (10) calendar days of the close 
of the calendar month in which the claim was paid, provided the plan or the plan's capitated provider includes with 
the interest payment a statement identifying the specific claims for which the interest is paid, setting forth the method 
for calculating interest on each claim and documenting the specific interest payment made for each claim. 

(2) "Complete claim" means a claim or portion thereof, if separable, including attachments and supplemental 
information or documentation, which provides: "reasonably relevant information" as defined by section (a)(10), 
"information necessary to determine payer liability" as defined in section (a)(11) and: 

(A) For emergency services and care provider claims as defined by section 1371.350): 

(i) the information specified in section 1371.35(c) of the Health and Safety Code; and 

• (ii) any state-designated data requirements included in statutes or regulations. 

(B) For institutional providers: 

(i) the completed UB 92 data set or its successor format adopted by the National Uniform Billing Committee (NUBC), 
submitted on the designated paper or electronic format as adopted by the NUBC; 

(ii) entries stated as mandatory by NUBC and required by federal statute and regulations; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(C) For dentists and other professionals providing dental services: 

(i) the form and data set approved by the American Dental Association; 

(ii) Current Dental Terminology (COT) codes and modifiers; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(D) For physiCians and other professional providers: 

(i) the Centers for Medicare and Medicaid Services (CMS) Form 1500 or its successor adopted by the National 
Uniform Claim Committee (NUCC) submitted on the designated paper or electronic format; 
(ii) Current Procedural Terminology (CPT) codes and modifiers and International Classification of Diseases (ICD-

• 9CM) codes; 

• 
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(ii) entries stated as mandatory by NUBC and required by federal statute and regulations; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(C) For dentists and other professionals providing dental services: 

(i) the form and data set approved by the American Dental Association; 

(ii) Current Dental Terminology (COT) codes and modifiers; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(D) For physiCians and other professional providers: 

(i) the Centers for Medicare and Medicaid Services (CMS) Form 1500 or its successor adopted by the National 
Uniform Claim Committee (NUCC) submitted on the designated paper or electronic format; 
(ii) Current Procedural Terminology (CPT) codes and modifiers and International Classification of Diseases (ICD-

• 9CM) codes; 
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(iii) entries stated as mandatory by NUCC and required by federal statute and regulations; and 
(iv) any state-designated data requirements included in statutes or regulations. 

4 

• (E) For pharmacists: 

(i) a universal claim form and data set approved by the National Council on Prescription Drug Programs; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(F) For providers not otherwise specified in these regulations: 

(i) A properly completed paper or electronic billing instrument submitted in accordance with the plan's or the plan's 
capitated provider'S reasonable specifications; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(3) "Reimbursement of a Claim" means: 

(A) For contracted providers with a written contract, including in-network point-of-service (POS) and preferred 
provider organizations (PPO): the agreed upon contract rate; 

(8) For contracted providers without a written contract and non-contracted providers,except those providing services 
described in paragraph (C) below: the payment of the reasonable and customary value for the health care services 
rendered based upon statistically credible information that is updated at least annually and takes into 
consideration:(1) the provider'S training, qualifications, and length of time in practice; (ii) the nature of the services 
provided; (iii) the fees usually charged by the provider; (iv) prevailing provider rates charged in the general 
geographic area in which the services were rendered; (v) other aspects of the economics of the medical provider's 

• practice that are relevant; and (vi) any unusual circumstances in the case; and 

• 

(C) For non-emergency services provided by non-contracted providers to PPO and POS enrollees: the amount set 
forth in the enrollee's Evidence of Coverage. 

(4) "Date of contest," "date of denial" or "date of notice" means the date of postmark or electronic mark accurately 
setting forth the date when the contest, denial or notice was electronically transmitted or deposited in the U.S. Mail or 
another mail or delivery service, correctly addressed to the claimant's office or other address of record with proper 
postage prepaid. This definition shall not affect the presumption of receipt of mail set forth in Evidence Code Section 
641. 

(5) "Date of payment" means the date of postmark or electronic mark accurately setting forth the date when the 
payment was electronically transmitted or deposited in the U.S. Mail or another mail or delivery service, correctly 
addressed to the claimant's office or other address of record. To the extent that a postmark or electronic mark is 
unavailable to confirm the date of payment, the Department may consider, when auditing claims payment 
compliance, the date the check is printed and the date the check is presented for payment. This definition shall not 
affect the presumption of receipt of mail set forth in Evidence Code Section 641. 

(6) "Date of receipt" means the working day when a claim, by physical or electronic means, is first delivered to either 
the plan's specified claims payment office, post office box, or designated claims processor or to the plan's capitated 
provider for that claim. This definition shall not affect the presumption of receipt of mail set forth in Evidence Code 
section 641. In the situation where a claim is sent to the incorrect party, the "date of receipt" shall be the working day 
when the claim, by physical or electronic means, is first delivered to the correct party responsible for adjudicating the 
claim. 

(7) "Date of Service," for the purposes of evalu9ting claims submission and payment requirements under these 
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• 

• 

regulations, means: 

(A) For outpatient services and all emergency services and care: the date upon which the provider delivered 
separately billable health care services to the enrollee. 

5 

(8) For inpatient services: the date upon which the enrollee was discharged from the inpatient facility. However, a 
plan and a plan's capitated provider, at a minimum, shall accept separately billable claims for inpatient services on at 
least a bi-weekly basis. 

(8) A "demonstrable and unjust payment pattern" or "unfair payment pattern" means any practice, policy or procedure 
that results in repeated delays in the adjudication and correct reimbursement of provider claims. 

The following practices, policies and proceduresmay constitute a basis for a finding that the plan or the plan's 
capitated provider has engaged in a "demonstrable and unjust payment pattern" as set forth in section (s)(4): 

(A) The imposition of a Claims Filing Deadline inconsistent with section (b)(1) in three (3) or more claims over the 
course of any three-month period; 

(8) The failure to forward at least 95% of misdirected claims consistent with sections (b)(2)(A) and (8) over the 
course of any three-month period; 

(C) The failure to accept a late claim consistent with section (b)(4) at least 95% of the time for the affected claims 
over the course of any three-month period; 

(D) The failure to request reimbursement of an overpayment of a claim consistent with the provisions of sections 
(b)(5) and (d)(3), (4), (5) and (6) at least 95% of the time for the affected claims over the course of any three-month 
period; 

(E) The failure to acknowledge the receipt of at least 95% of claims consistent with section (c) over the course of any 
three-month period; 

(F) The failure to provide a provider with an accurate and clear written explanation of the specific reasons for 
denying, adjusting or contesting a claim consistent with section (d)( 1) at least 95% of the time for the affected claims 
over the course of any three-month period; 

(G) The inclusion of contract provisions in a provider contract that requires the provider to submit medical records 
that are not reasonably relevant, as defined by section (a)(10), for the adjudication of a claim on three (3) or more 
occasions over the course of any three month period; 

(H) The failure to establish, upon the Department's written request, that requests for medical records more frequently 
than in three percent (3%) of the claims submitted to a plan or a plan's capitated provider by all providers over any 
12-month period was reasonably necessary to determine payor liability for those claims consistent with the section 
(a)(2). The calculation of the 3% threshold and the limitation on requests for medical records shall not apply to claims 
involving emergency or unauthorized services or where the plan establishes reasonable grounds for suspecting 
possible fraud, misrepresentation or unfair billing practices; 

(I) The failure to establish, upon the Department's written request, that requests for medical records more frequently 
than in twenty percent (20%) of the emergency services and care professional provider claims submitted to the plan's 
or the plan's capitated providers for emergency room service and care over any 12-month period was reasonably 
necessary to determine payor liability for those claims consistent with section (a)(2). The calculation of the 20% 
threshold and the limitation on requests for medical records shall not apply to claims where the plan demonstrates 

• reasonable grounds for suspecting possible fraud, misrepresentation or unfair billing practices; 

• 

• 
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• 
(J) The failure to include the mandated contractual provisions enumerated in section (e) in three (3) or more of its 
contracts with either claims processing organizations and/or with plan's capitated providers over the course of any 
three-month period; 
(K) The failure to reimburse at least 95% of complete claims with the correct payment including the automatic 
payment of all interest and penalties due and owing over the course of any three-month period; 

6 

(L) The failure to contest or deny a claim, or portion thereof, within the timeframes of section (h) and sections 1371 or 
1371.35 of the Act at least 95% of the time for the affected claims over the course of any three-month period; 

(M) The failure to provide the Information for Contracting Providers and the Fee Schedule and Other Required 
Information disclosures required by sections (I) and (0) to three (3) or more contracted providers over the course of 
any three-month period; 

(N) The failure to provide three (3) or more contracted providers the required notice for Modifications to the 
Information for Contracting Providers and to the Fee Schedule and Other Required Information consistent with 
section (m) over the course of any three month period; 

(0) Requiring or allowing any provider to waive any protections or to assume any obligation of the plan inconsistent 
with section (p) on three (3) or more occasions over the course of any three month period; 

(P) The failure to provide the required Notice to Provider of Dispute Resolution Mechanism(s) consistent with section 
1300.71.38(b) at least 95% of the time for the affected claims over the course of any three-month period; 

(Q) The imposition of a provider dispute filing deadline inconsistent with section 1300.71.38(d) in three (3) or more 
affected claims over the course of any three-month period; 

(R) The failure to acknowledge the receipt of at least 95% of the provider disputes it receives consistent with section 
• 1300.71.38(e) over the course of any three-month period; 

• 

(S) The failure to comply with the Time Period for Resolution and Written Determination enumerated in section 
1300.71.38(D at least 95% of the time over the course of any three-month period; and 

(T) An attempt to rescind or modify an authorization for health care services after the provider renders the service in 
good faith and pursuant to the authorization, inconsistent with section 1371.8, on three (3) or more occasions over 
the course of any three-month period. 

(9) "Health Maintenance Organization" or "HMO" means a full service health care service plan that maintains a line of 
business that meets the criteria of Section 1373.1 O(b)(1 )-(3). 

(10) "Reasonably relevant information" means the minimum amount of itemized, accurate and material information 
generated by or in the possession of the provider related to the billed services that enables a claims adjudicator with 
appropriate training, experience, and competence in timely and accurate claims processing to determine the nature, 
cost, if applicable, and extent of the plan's or the plan's capitated provider's liability, if any, and to comply with any 
governmental information requirements. 

(11)"lnformation necessary to determine payer liability" means the minimum amount of material information in the 
possession of third parties related to a provider's billed services that is required by a claims adjudicator or other 
individuals with appropriate training, experience, and competence in timely and accurate claims processing to 
determine the nature, cost, if applicable, and extent of the plan's or the plan's capitated provider's liability, if any, and 
to comply with any governmental information requirements . 

(12) "Plan" for the purposes of this section means a licensed health care service plan and its contracted claims 
processing organization. 

• 
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(12) "Plan" for the purposes of this section means a licensed health care service plan and its contracted claims 
processing organization. 
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• 

• 

• 

(13) "Working days" means Monday through Friday, excluding recognized federal holidays. 

(b) Claim Filing Deadline. 

7 

(1) Neither the plan nor the plan's capitated provider that pays claims shall impose a deadline for the receipt of a 
claim that is less than 90 days for contracted providers and 180 days for non-contracted providers after the date of 
service, except as required by any state or federal law or regulation. If a plan or a plan's capitated provider is not the 
primary payer under coordination of benefits, the plan or the plan's capitated provider shall not impose a deadline for 
submitting supplemental or coordination of benefits claims to any secondary payer that is less than 90 days from the 
date of payment or date of contest, denial or notice from the primary payer. 

(2) If a claim is sent to a plan that has contracted with a capitated provider that is responsible for adjudicating the 
claim, then the plan shall do the following: 

(A) For a provider claim involving emergency service and care, the plan shall forward the claim to the appropriate 
capitated provider within ten (10) working days of receipt of the claim that was incorrectly sent to the plan. 

(8) For a provider claim that does not involve emergency service or care: (i) if the provider that filed the claim is 
contracted with the plan's capitated provider, the plan within ten (10) working days of the receipt of the claim shall 
either: (1) send the claimant a notice of denial, with instructions to bill the capitated provider or (2) forward the claim 
to the appropriate capitated provider; (ii) in all other cases, the plan within ten (10) working days of the receipt of the 
claim incorrectly sent to the plan shall forward the claim to the appropriate capitated provider. 

(3) If a claim is sent to the plan's capitated provider and the plan is responsible for adjudicating the claim, the plan's 
capitated provider shall forward the claim to the plan within ten (10) working days of the receipt of the claim 
incorrectly sent to the plan's capitated provider. 

(4) A plan or a plan's capitated provider that denies a claim because it was filed beyond the claim filing deadline, 
shall, upon provider's submission of a provider dispute pursuant to section 1300.71.38 and the demonstration of 
good cause for the delay, accept, and adjudicate the claim according to Health and Safety Code section 1371 or 
1371.35, which ever is applicable, and these regulations. 

(5) A plan or a plan's capitated provider shall not request reimbursement for the overpayment of a claim, including 
requests made pursuant to Health and Safety Code Section 1371.1, unless the plan or the plan's capitated provider 
sends a written request for reimbursement to the provider within 365 days of the Date of Payment on the over paid 
claim. The written notice shall include the information specified in section (d)(3). The 365-day time limit shall not 
apply if the overpayment was caused in whole or in part by fraud or misrepresentation on the part of the provider. 

(c) Acknowledgement of Claims. The plan and the plan's capitated provider shall identify and acknowledge the 
receipt of each claim, whether or not complete, and disclose the recorded date of receipt as defined by section 
1300.71 (a)(6) in the same manner as the claim was submitted or provide an electronic means, by phone, website, or 
another mutually agreeable accessible method of notification, by which the provider may readily confirm the plan's or 
the plan's capitated provider's receipt of the claim and the recorded date of receipt as defined by 1300.71 (a)(6) as 
follows: 

(1) In the case of an electronic claim, identification and acknowledgement shall be provided within two (2) working 
days of the date of receipt of the claim by the office designated to receive the claim, or 

(2) In the case of a paper claim, identification and acknowledgement shall be provided within fifteen (15) working 
days of the date of receipt of the claim by the office deSignated to receive the claim. 

(A) If a claimant submits a claim to a plan or a plan's capitated provider using a claims clearinghouse, the plan's or 
the plan's capitated provider's identification and ~cknowledgem~nt to the clearinghouse within the timeframes set 

• 

• 

• 
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forth in subparagraphs (1) or (2), above, whichever is applicable, shall constitute compliance with this section. 

(d) Denying, Adjusting or Contesting a Claim and Reimbursement for the Overpayment of Claims. 

8 

(1) A plan or a plan's capitated provider shall not improperly deny, adjust, or contest a claim. For each claim that is 
either denied, adjusted or contested, the plan or the plan's capitated provider shall provide an accurate and clear 
written explanation of the specific reasons for the action taken within the timeframes specified in sections (g) and (h). 

(2) In the event that the plan or the plan's capitated provider requests reasonably relevant information from a provider 
in addition to information that the provider submits with a claim, the plan or plan's capitated provider shall provide a 
clear, accurate and written explanation of the necessity for the request. If the plan or the plan's capitated provider 
subsequently denies the claim based on the provider's failure to provide the requested medical records or other 
information, any dispute arising from the denial of such claim shall be handled as a provider dispute pursuant to 
Section 1300.71.38 of title 28. 

(3) If a plan or a plan's capitated provider determines that it has overpaid a claim, it shall notify the provider in writing 
through a separate notice clearly identifying the claim, the name of the patient, the date of service and including a 
clear explanation of the basis upon which the plan or the plan's capitated provider believes the amount paid on the 
claim was in excess of the amount due, including interest and penalties on the claim. 

(4) If the provider contests the plan's or the plan's capitated provider's notice of reimbursement of the overpayment of 
a claim, the provider, within 30 working days of the receipt of the notice of overpayment of a claim, shall send written 
notice to the plan or the plan's capitated provider stating the basis upon which the provider believes that the claim 
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(e) Contracts for Claims Payment. A plan may contract with a claims processing organization for ministerial claims 
processing services or contract with capitated providers that pay claims, ("plan's capitated provider") subject to the 
following conditions: 

(1) The plan's contract with a claims processing organization or a capitated provider shall obligate the claims 
processing organization or the capitated provider to accept and adjudicate claims for health care services provided to 
plan enrollees in accordance with the provisions of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
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(2) The plan's contract with the capitated provider shall require that the capitated provider establish and maintain a 
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• 

• 

• 

forth in subparagraphs (1) or (2), above, whichever is applicable, shall constitute compliance with this section. 

(d) Denying, Adjusting or Contesting a Claim and Reimbursement for the Overpayment of Claims. 
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9 
the plan assumes this function. 

(3) The plan's contract with a claims processing organization or a capitated provider shall require: 

(i) the claims processing organization and the capitated provider to submit a Quarterly Claims Payment Performance 
Report ("Quarterly Claims Report") to the plan within thirty (30) days of the close of each calendar quarter. The 
Quarterly Claims Report shall, at a minimum, disclose the claims processing organization's or the capitated provider's 
compliance status with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of 
the Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 1300.77.4 of title 28; 

(ii) the capitated provider to include in its Quarterly Claims Report a tabulated record of each provider dispute it 
received, categorized by date of receipt, and including the identification of the provider, type of dispute, disposition, 
and working days to resolution, as to each provider dispute received. Each individual dispute contained in a 
provider'S bundled notice of provider dispute shall be reported separately to the plan; and 

(iii) that each Quarterly Claims Report be signed by and include the written verification of a principal officer, as 
defined by section 1300.45(0), of the claims processing organization or the capitated provider, stating that the report 
is true and correct to the best knowledge and beliefof the principal officer. 

(4) The plan's contract with a capitated provider shall require the capitated provider to make available to the plan and 
the Department aU records, notes and documents regarding its provider dispute resolution mechanism(s) and the 
resolution of its provider disputes. 

(5) The plan's contract with a capitated provider shall provide that any provider that submits a claim dispute to the 
plan's capitated provider's dispute resolution mechanism(s) involving an issue of medical necessity or utilization 
review shall have an unconditional right of appeal for that claim dispute to the plan's dispute resolution process for a 
de novo review and resolution for a period of 60 working days from the capitated provider's Date of Determination, 
pursuant to the provisions of section 1300.71.38(a)(4) of title 28. 

(6) The plan's contract with a claims processing organization or the capitated provider shall include provisions 
authorizing the plan to assume responsibility for the processing and timely reimbursement of provider claims in the 
event that the claims processing organization or the capitated provider fails to timely and accurately reimburse its 
claims (including the payment of interest and penalties). The plan's obligation to assume responsibility for the 
processing and timely reimbursement of a capitated provider's provider claims may be altered to the extent that the 
capitated provider has established an approved corrective action plan consistent with section 1375.4(b)(4) of the 
Health and Safety Code. 

(7) The plan's contract with the capitated provider shall include provisions authorizing a plan to assume responsibility 
for the administration of the capitated provider's dispute resolution mechanism(s) and for the timely resolution of 
provider disputes in the event that the capitated provider fails to timely resolve its provider disputes including the 
issuance of a written decision. 

(8) The plan's contract with a claims processing organization or a capitated provider shall not relieve the plan of its 
obligations to comply with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 
ofthe Health and Safety Code and sections 1300.71,1300.71.38,1300.71.4, and 1300.77.4 ottitle 28 . 

• 
(~ Disclosures. 

(1) A plan or a plan's capitated provider, with the agreement of the contracted provider, may utilize alternate 
transmission methods to deliver any disclosure required by this regulation so long as the contracted provider can 
readily determine and verify that the required disclosures have been transmitted or are accessible and the 
transmission method complies with all applicable state and federal laws and regulations. 

• 

• 

• 
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10 
(2) To the extent that the Health Insurance Portability and Accountability Act of 1996, as amended, limits the 
plan's or the plan's capitated provider's ability to electronically transmit any required disclosures under this regulation, 
the plan or the plan's capitated provider shall supplement its electronic transmission with a paper communication that 
satisfies the disclosure requirements. 

(g) Time for Reimbursement. A plan and a plan's capitated provider shall reimburse each complete claim, or portion 
thereof, whether in state or out of state, as soon as practical, but no later than thirty (30) working days after the date 
of receipt of the complete claim by the plan or the plan's capitated provider, or if the plan is a health maintenance 
organization, 45 working days after the date of receipt of the complete claim by the plan or the plan's capitated 
provider, unless the complete claim or portion thereof is contested or denied, as provided in subdivision (h). 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71 (a)(9) also maintains a PPO or POS line of business, the plan shall reimburse all claims relating to 
or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
reimburse complete claims received for those services within thirty (30) working days. 

(3) If a non-contracted provider disputes the appropriateness of a plan's or a plan's capitated provider's computation 
of the reasonable and customary value, determined in accordance with section (a)(3)(8), for the health care services 
rendered by the non-contracted provider, the plan or the plan's capitated provider shall receive and process the non
contracted provider's dispute as a provider dispute in accordance with section 1300.71.38. 

(4) Every plan contract with a provider shall include a provision stating that except for applicable co-payments and 
deductibles, a provider shall not invoice or balance bill a plan's enrollee for the difference between the provider's 
billed charges and the reimbursement paid by the plan or the plan's capitated provider for any covered benefit. 

(h) Time for Contesting or Denying Claims. A plan and a plan's capitated provider may contest or deny a claim, or 
portion thereof, by notifying the provider, in writing, that the claim is contested or denied, within thirty (30) working 
days after the date of receipt of the claim by the plan and the plan's capitated provider, or if the plan is a health 
maintenance organization, 45 working days after the date of receipt of the claim by the plan or the plan's capitated 
provider. 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71(a)(9) also maintains a PPO or POS line of business, the plan shall contest or deny claims relating 
to or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
contest or denied claims received for those services within thirty (30) working days. 

(3) A request for information necessary to determine payer liability from a third party shall not extend the Time for 
Reimbursement or the Time for Contesting or Denying Claims as set forth in sections (g) and (h) of this regulation. 
Incomplete claims and claims for which "information necessary to determine payer liability" that has been requested, 
which are held or pended awaiting receipt of additional irUormation shall be either contested or denied in writing 
within the timeframes set forth in this section. The denial or contest shall identify the individual or entity that was 
requested to submit information, the specific documents requested' and the reason(s) why the information is 
necessary to determine payer liability. 

(i) Interest on the Late Payment of Claims. 

(1) Late payment on a complete claim for emerg~ncy services and care, which is neither contested nor denied, shall 
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• 

• 

10 
(2) To the extent that the Health Insurance Portability and Accountability Act of 1996, as amended, limits the 
plan's or the plan's capitated provider's ability to electronically transmit any required disclosures under this regulation, 
the plan or the plan's capitated provider shall supplement its electronic transmission with a paper communication that 
satisfies the disclosure requirements. 

(g) Time for Reimbursement. A plan and a plan's capitated provider shall reimburse each complete claim, or portion 
thereof, whether in state or out of state, as soon as practical, but no later than thirty (30) working days after the date 
of receipt of the complete claim by the plan or the plan's capitated provider, or if the plan is a health maintenance 
organization, 45 working days after the date of receipt of the complete claim by the plan or the plan's capitated 
provider, unless the complete claim or portion thereof is contested or denied, as provided in subdivision (h). 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71 (a)(9) also maintains a PPO or POS line of business, the plan shall reimburse all claims relating to 
or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
reimburse complete claims received for those services within thirty (30) working days. 

(3) If a non-contracted provider disputes the appropriateness of a plan's or a plan's capitated provider's computation 
of the reasonable and customary value, determined in accordance with section (a)(3)(8), for the health care services 
rendered by the non-contracted provider, the plan or the plan's capitated provider shall receive and process the non
contracted provider's dispute as a provider dispute in accordance with section 1300.71.38. 

(4) Every plan contract with a provider shall include a provision stating that except for applicable co-payments and 
deductibles, a provider shall not invoice or balance bill a plan's enrollee for the difference between the provider's 
billed charges and the reimbursement paid by the plan or the plan's capitated provider for any covered benefit. 

(h) Time for Contesting or Denying Claims. A plan and a plan's capitated provider may contest or deny a claim, or 
portion thereof, by notifying the provider, in writing, that the claim is contested or denied, within thirty (30) working 
days after the date of receipt of the claim by the plan and the plan's capitated provider, or if the plan is a health 
maintenance organization, 45 working days after the date of receipt of the claim by the plan or the plan's capitated 
provider. 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71(a)(9) also maintains a PPO or POS line of business, the plan shall contest or deny claims relating 
to or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
contest or denied claims received for those services within thirty (30) working days. 

(3) A request for information necessary to determine payer liability from a third party shall not extend the Time for 
Reimbursement or the Time for Contesting or Denying Claims as set forth in sections (g) and (h) of this regulation. 
Incomplete claims and claims for which "information necessary to determine payer liability" that has been requested, 
which are held or pended awaiting receipt of additional irUormation shall be either contested or denied in writing 
within the timeframes set forth in this section. The denial or contest shall identify the individual or entity that was 
requested to submit information, the specific documents requested' and the reason(s) why the information is 
necessary to determine payer liability. 

(i) Interest on the Late Payment of Claims. 

(1) Late payment on a complete claim for emerg~ncy services and care, which is neither contested nor denied, shall 



Provided by Legislative Research Incorporated (800) 530-7613 2005-441   Page 265 of 310

.' 

• 

• 

• 

automatically include the greater of $ 15 for each 12-month period or portion thereof on a non-prorated basis, or 
interest at the rate of 15 percent per annum for the period of time that the payment is late. 

(2) Late payments on all other complete claims shall automatically include interest at the rate of 15 percent per 
annum for the period of time that the payment is late. 

11 

0) Penalty for Failure to Automatically Include the Interest Due on a Late Claim Payment as set forth in section (i). A 
plan or a plan's capitated provider that fails to automatically include the interest due on a late claim payment shall 
pay the provider $ 10 for that late claim in addition to any amounts due pursuant to section (i). 

(k) Late Notice or Frivolous Requests. If a plan or a plan's capitated provider fails to provide the claimant with written 
notice that a claim has been contested or denied within the allowable time period prescribed in section (h), or 
requests information from the provider that is not reasonably relevant or requests information from a third party that is 
in excess of the information necessary to determine payor liability as defined in section (a)(11), but ultimately pays 
the claim in whole or in part, the computation of interest or imposition of penalty pursuant to sections (i) and G) shall 
begin with the first calendar day after the expiration of the Time for Reimbursement as defined in section (g). 

(I) Information for Contracting Providers. On or before January 1, 2004, (unless the plan and/or the plan's capitated 
provider confirms in writing that current information is in the contracted provider's possession), initially upon 
contracting and in addition, upon the contracted provider's written request, the plan and the plan's capitated provider 
shall disclose to its contracting providers the following information in a paper or electronic format, which may include 
a website containing this information, or another mutually agreeable accessible format: 

(1) Directions (including the mailing address, email address and facsimile number) for the electronic transmission (if 
available), physical delivery and mailing of claims, all claim submission requirements including a list of commonly 
required attachments, supplemental information and documentation consistent with section (a)(10), instructions for 
confirming the plan's or the plan's capitated provider's receipt of claims consistent with section (c), and a phone 
number for claims inquiries and filing information; 

(2) The identity of the office responsible for receiving and resolving provider disputes; 

(3) Directions (including the mailing address, email address and facsimile number) for the electronic transmission (if 
available), physical delivery, and mailing of provider disputes and all claim dispute requirements, the timeframe for 
the plan's and the plan's capitated provider's acknowledgement of the receipt of a provider dispute and a phone 
number for provider dispute inquiries and filing information; and 

(4) Directions for filing substantially similar multiple claims disputes and other billing or contractual disputes in 
batches as a single provider dispute that includes a numbering scheme identifying each dispute contained in the 
bundled notice. 

(m) Modifications to the Information for Contracting Providers and to the Fee Schedules and Other Required 
Information. A plan and a plan's capitated provider shall provide a minimum of 45 days prior written notice before 
instituting any changes, amendments or modifications in the disclosures made pursuant to paragraphs (I) and (0). 

(n) Notice to the Department. Within 7 calendar days of a Department request, the plan and the plan's capitated 
providers shall provide a pro forma copy of the plan's and the plan's capitated provider's "Information to Contracting 
Providers" and "Modification to the Information for Contracting Providers." 

(0) Fee Schedules and Other Required Information. On or before January 1,2004, (unless the plan and/or the plan's 
capitated provider confirms in writing that current information is in the contracted provider's possession), initially upon 
contracting, annually thereafter on or before the contract anniversary date, and in addition upon the contracted 
provider's written request, the plan and the plan's capitated provider shall disclose to contracting providers the 
following information in an electronic format: 
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(1) The complete fee schedule for the contracting provider consistent with the disclosures specified in section 
1300.75.4.1(b); and 

12 

(2) The detailed payment policies and rules and non-standard coding methodologies used to adjudicate claims, which 
shall, unless otherwise prohibited by state law: 

(A) when available, be consistent with Current Procedural Terminology (CPT), and standards accepted by nationally 
recognized medical societies and organizations, federal regulatory bodies and major credentialing organizations; 
(8) clearly and accurately state what is covered by any global payment provisions for both professional and 
institutional services, any global payment provisions for all services necessary as part of a course of treatment in an 
institutional setting, and any other global arrangements such as per diem hospital payments, and 

(C) at a minimum, clearly and accurately state the policies regarding the following: (i) consolidation of multiple 
services or charges, and payment adjustments due to coding changes, (ii) reimbursement for multiple procedures, 
(iii) reimbursement for assistant surgeons, (iv) reimbursement for the administration of immunizations and injectable 
medications, and (v) recognition of CPT modifiers. 

The information disclosures required by this section shall be in sufficient detail and in an understandable format that 
does not disclose proprietary trade secret information or violate copyright law or patented processes, so that a 
reasonable person with sufficient training, experience and competence in claims processing can determine the 
payment to be made according to the terms of the contract. 

A plan or a plan's capitated provider may disclose the Fee Schedules and Other Required Information mandated by 
this section through the use of a website so long as the plan or the plan's capitated provider provides written notice to 
the contracted provider at least 45 days prior to implementing a website transmission format or posting any changes 
to the information on the website . 

(p) Waiver Prohibited. The plan and the plan's capitated provider shall not require or allow a provider to waive any 
right conferred upon the provider or any obligation imposed upon the plan by sections 1371, 1371.1, 1371.2, 
1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 
1300.71.38, 1300.71.4, and 1300.77.4 of title 28, relating to claims processing or payment. Any contractual provision 
or other agreement purporting to constitute, create or result in such a waiver is null and void. 

(q) Required Reports. 

(1) Within 60 days of the close of each calendar quarter, the plan shall disclose to the Department in a single 
combined document: (A) any emerging pattems of claims payment deficiencies; (8) whether any of its claims 
processing organizations or capitated providers failed to timely and accurately reimburse 95% of its claims (including 
the payment of interest and penalties) consistent with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37,1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71,1300.71.38,1300.71.4, and 
1300.77.4 of title 28; and (C) the corrective action that has been undertaken over the preceding two quarters. The 
first report from the plan shall be due within 45 days after the close of the calendar quarter that ends 120 days after 
the effective date of these regulations. . 

(2) Within 15 days of the close of each calendar year, beginning with the 2004 calendar year, the plan shall submit to 
the Director, as part of the Annual Plan Claims Payment and Dispute Resolution Mechanism Report as specified in 
section 1367(h) of the Health and Safety Code and section 1300.71.38(k) of title 28, in an electronic format (to be 
supplied by the Department), information disclosing the claims payment compliance status of the plan and each of its 
claims processing organizations and capitated providers with each of sections 1371, 1371.1, 1371.2, 1371.22, 
1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 
1300.71.4, and 1300.77.4 of title 28. The Annual Plan Claims Payment and Dispute Resolution Mechanism Report 
for 2004 shall include claims payment and dispu~e resolution data received from October 1, 2003 through September 

• 

• 

• 

(1) The complete fee schedule for the contracting provider consistent with the disclosures specified in section 
1300.75.4.1(b); and 
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30, 2004. Each subsequent Annual Plan Claims Payment and Dispute Resolution Mechanism Report shall include 
claims payment and dispute resolution data received for the last calendar quarter of the year preceding the reporting 
year and the first three calendar quarters for the reporting year . 

(A) The claims payment compliance status portion of the Annual Plan Claims Payment and Dispute Resolution 
Mechanism Report shall: (i) be based upon the plan's claims processing organization's and the plan's capitated 
provider's Quarterly Claims Payment Performance Reports submitted to the plan and upon the audits and other 
compliance processes of the plan consistent with section 1300.71.38(m) and (ii) include a detailed, informative 
statement: (1) disclosing any established or documented patterns of claims payment deficiencies, (2) outlining the 
corrective action that has been undertaken, and (3) explaining how that information has been used to improve the 
plan's administrative capacity, plan-provider relations, claim payment procedures, quality assurance system 
(process) and quality of patient care (results). The information provided pursuant to this section shall be submitted 
with the Annual Plan Claims Payment and Dispute Resolution Mechanism Report and may be accompanied by a 
cover letter requesting confidential treatment pursuant to section 1007 of title 28. 

(r) Confidentiality. 

The claims payment compliance status portion of the plan's Annual Plan Claims Payment and Dispute Resolution 
Mechanism Report and the Quarterly disclosures pursuant to section (q)(1) to the Department shall be public 
information except for information disclosed pursuant to section (q)(2)(A)(ii), that the Director, pursuant to a plan's 
written request, determines should be maintained on a confidential basis. 

(s) Review and Enforcement. 

(1) The Department may review the plan's and the plan's capitated provider's claims processing system through 
periodic medical surveys and financial examinations under sections 1380,1381 or 1382 of the Health and Safety 
Code, and when appropriate, through the investigation of complaints of demonstrate and unjust payment patterns . 

(2) Failure of a plan to comply with the requirements of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 
1300.77.4 of title 28 may constitute a basis for disciplinary action against the plan. The civil, criminal, and 
administrative remedies available to the Director under the Health and Safety Code and this regulation are not 
exclusive, and may be sought and employed in any combination deemed advisable by the Director to enforce the 
provisions of this regulation. 

(3) Violations of the Health and Safety Code and this regulation are subject to enforcement action whether or not 
remediated, although a plan's identification and self-initiated remediation of deficiencies may be considered in 
determining the appropriate penalty. 

(4) In making a determination that a plan's or a plan's capitated provider's practice, policy or procedure constitutes a 
"demonstrable and unjust payment pattern" or "unfair payment pattern," the Director shall consider the 
documentation or justification for the implementation of the practice, policy or procedure and may consider the 
aggregate amount of money involved in the plan's or the plan's capitated provider's action or inaction; the number of 
claims adjudicated by the plan or plan's capitated provider during the time period in question, legitimate industry 
practices, whether there is evidence that the provider had engaged in an unfair billing practice, the potential impact of 
the payment practices on the delivery of health care or 01'1 provider practices; the plan's or the plan's capitated 
provider's intentions or knowledge of the violation(s); the speed and effectiveness of appropriate remedial measures 
implemented to ameliorate harm to providers or patients, or to preclude future violations; and any previous related or 
similar enforcement actions involving the plan or the plan's capitated provider. 

(5) Within 30 days of receipt of notice that the Department is investigating whether the plan's or the plan's capitated 
provider's practice, policy or procedure constitutes a demonstrable and unjust payment pattern, the plan may submit 
a written response documenting that the practice .. policy or procedure was a necessary and reasonable claims 

• 

• 

• 
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settlement practice and consistent with sections 1371, 1371.35 and 1371.37 of the Health and Safety Code and 
these regulations . 

14 

(6) In addition to the penalties that may be assessed pursuant to section (s)(2), a plan determined to be engaged in a 
Demonstrable and Unjust Payment Pattem may be subject to any combination of the following additional penalties: 

(A) The imposition of an additional monetary penalty to reflect the serious nature of the demonstrable and unjust 
payment pattern; 

(8) The imposition, for a period of up to three (3) years, of a requirement that the plan reimburse complete and 
accurate claims in a shorter time period than the time period prescribed in section (g) of this regulation and sections 
1371 and 1371.35 of the Health and Safety Code; and 

(C) The appointment of a claims monitor or conservator to supervise the plan's claim payment activities to insure 
timely compliance with claims payment obligations. 

The plan shall be responsible for the payment of all costs incurred by the Department in any administrative and 
judicial actions, including the cost to monitor the plan's and the plan's capitated provider's compliance. 

(t) Compliance. Plans and the plans' capitated providers shall be fully compliant with these regulations on or before 
January 1, 2004 . 
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SB 634 (Speier) 
Health Insurance Provider Payment 

PROBLEM 

Under current law, the Department of Insurance (001) does not currently have to 
address provider complaints directly. As a result, health care consumers are often put 
in the middle of disputes between health insurers, health care providers and the DOL 

Also, health insurance policy holders are often unaware of their potential out-of-pocket 
costs for obtaining care from a health insurer, and timeframes to respond to and resolve 
consumer complaints provide greater protection to consumers and providers at the 
DMHC than at the DOL 

SOLUTION 

S8 634 will provide greater protections for consumers and providers under health 
insurers regulated by the 001. The bill is modeled after Department of Managed Health 
Care regulations passed in 2003. 

SB 634 HIGHLIGHTS 

• Requires insurers to give notice to policy holders about their potential out-of
pocket costs if they obtain services from an out-of-network provider 

• Requires insurers to disclose terms of the provider's reimbursement prior to 
contracting with the provider, annually thereafter, and upon written a provider's 
written request 

• Requires insurers to payor respond to reimbursement claims within 90 days of 
receipt of claim for contracted providers and 180 days for non-contracted 
providers - equivalent to DMHC deadlinel'. Requires insurers to show "good 
cause" if these deadlines are not to be met. 

• Requires insurance companies acknowledge all claims received within 15 days 

• Requires insurers to include a fee schedule and other information into contracts 
with health care providers. This will help providers predict payment times and 
amounts and better manage their cash flow . 

• 

BACKGROUND 

California law governs .health plans, including Health Maintenance Organizations and 
the two largest Preferred Provider Organizations (PPOs), differently than it governs 
health insurers, such as PPOs, and gives each its own regulator. 
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The Department of Managed Health Care (DMHC) regulates the state's health plans, 
while the Department of Insurance (001) regulates the state's health insurers. 

The intent of this bill is to improve the protections for health care consumers and 
providers pertaining to health insurers regulated by the DOL When, in 2003, the DMHC 
promulgated regulations on claims settlement practices between health plans and 
providers, those regulations did not apply to health insurers regulated by the DOL It 
uses claims settlement practices in place for health plans under the DMHC as the basis 
for SB 634. It makes the protections substantially equivalent for insurers under the 001 
as are currently in place for health plans under the DMHC. 

The DMHC and 001 both have staff who handle consumer complaints related to health 
insurance coverage. However, the 001 does not have dedicated staff to handle 
provider complaints. According to the sponsor, the California Medical Association 
(CMA), the 001 turns away health care providers who call the department with 
complaints. In addition, there have been reports that 001 staff tell providers to ask their 
patient to file a complaint on their behalf because the department is not required to 
assist or resolve complaints from health care providers. This would put patients in the 
middle of a dispute between a health plan and a provider. 

Patients should not be put in such a position, and, furthermore, the 001 should be 
required to provide similar protections to consumers and providers as are currently done 
for entities licensed and under the authority of the DMHC. 

FISCAL 

The bill is expected to have little or no fiscal impact to the General Fund and minor 
impact to any Special Funds. 

SUPPORT 

It is increasingly difficult for health care providers to obtain full and timely 
reimbursement from health insurance companies regulated by the Department of 
Insurance for services rendered to policyholders. Existing law provides rights to 
providers under the health plans regulated by the DMHC that do not exist for those 
under the 001 for health insurers remedies such as civil action or arbitration, these are 
not viable alternatives due to the time, cost and likelihood of retaliation against a 
provider by a plan. 

California Healthcare Association says that more than 60% of California hospitals lose 
money from operations, that plans routinelY take 100 days or more to pay hospitals for 
authorized, covered health care services, and tha~ plans owed 85 California hospitals 
$936.5 million for nearly 648,000 overdue claims in 1999. CHA believes plans are 
increasingly engaging in business practices that are unfair and illegal which are 
jeopardizing patient care and the financial stability of hospitals and physicians 
throughout the state. CHA says the bill is an innovative and proactive treatment for 
California's ailing health care system. 
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2004 TITLE 28 

§ 1300.67.8. Contracts with Providers 

Written contracts must be executed between the plan and each provider of health care services which 
regularly furnishes services under the plan, All contracts with providers shall be subject to the following 
requirements: 

(a) A written contract shall be prepared or arranged in a manner which permits confidential treatment by the 
Director of payment rendered or to be rendered to the provider without concealment or misunderstanding of 
other terms and provisions of the contract. 

(b) The contract shall require that the provider maintain such records and provide such information to the 
plan or to the Director as may be necessary for compliance by the plan with the provisions of the Act and 
the rules thereunder, that such records will be retained by the provider for at least two years, and that such 
obligation is not terminated upon a termination of the agreement, whether by rescission or otherwise, (See 
Section 1300.75,1) 

(c) That the plan shall have access at reasonable times upon demand to the books, records and papers of 
the provider relating to the health care services provided to subscribers and enrollees, to the cost thereof, to 
payments received by the provider from subscribers and enrollees of the plan (or from others on their 
behalD, and, unless the provider is compensated on a fee-for-service basis, to the financial condition of the 
provider, 

(d) The contract shall prohibit surcharges for covered services and shall provide that whenever the plan 
receives notice of any such surcharge it shall take appropriate action, 

(e) The contract shall contain provisions complying with Section 1379 of the Act and requiring that, upon 
termination of the contract of the provider for any cause, such provider shall comply with the provisions of 
subdivision (a)(10) of Section 1300,67.4, 

(D The contract shall require providers to display in a prominent place in each reception and waiting area a 
notice informing subscribers and enrollees how to contact their plan, file a complaint with their plan, obtain 
assistance from the Department, and seek an independent medical review, For the purposes of this 
regulation, a reception and waiting area shall be defined as a room used for the purpose of subscribers and 
enrollees waiting to receive services from a provider, 

(1) The notice shall be displayed in English and in any individually identifiable language that is spoken in the 
home by ten percent (10%) or more of the households in the U,S, Postal Service ZIP code in which the 
reception or waiting area is located, according to the US Census Bureau's Census 2000 Summary File 3, 
Quick Table -- P16 for the appropriate ZIP code, which is incorporated by reference, 

• 
. (2) The notice shall be in a form prescribed, provided and translated by the Department for posting, 

(3) The notice and translations can be found at www.dmhc.ca.gov and are available for downloading and 
printing, In the alternative, hard copies of the notice and translations may be obtained by submitting a 
written request to the Department of Managed Health Care, Attn: Waiting Room Notices, 980 - 9th Street, 
Suite 500, Sacramento, CA 95814, 
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assistance from the Department, and seek an independent medical review, For the purposes of this 
regulation, a reception and waiting area shall be defined as a room used for the purpose of subscribers and 
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Quick Table -- P16 for the appropriate ZIP code, which is incorporated by reference, 

• 
. (2) The notice shall be in a form prescribed, provided and translated by the Department for posting, 

(3) The notice and translations can be found at www.dmhc.ca.gov and are available for downloading and 
printing, In the alternative, hard copies of the notice and translations may be obtained by submitting a 
written request to the Department of Managed Health Care, Attn: Waiting Room Notices, 980 - 9th Street, 
Suite 500, Sacramento, CA 95814, 
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(4) Display of a notice provided by the Office of the Patient Advocate containing the information required by 
this subsection and in the appropriate language(s) will be considered compliance with these regulations. 

Upon the effective date of these regulations, plans shall require providers to post said notice. The provision 
requiring the notice shall be added to all contracts executed subsequent to the effective date of these 
regulations. 

(5) A provider who demonstrates to the satisfaction of the Department that the provider's actual patient 
population is made up of less than five percent (5%) of patients speaking any of the languages for which 
translations are required under subsection (D(1) above, may be exempt from displaying a translation in the 
particular language for which a satisfactory demonstration has been made. 
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§ 1300.71. Claims Settlement Practices 

(a) Definitions. 

(1) "Automatically" means the payment of the interest due to the provider within five (5) working days of the 
payment of the claim without the need for any reminder or request by the provider. 

(A) If the interest payment is not sent in the same envelope as the claim payment, the plan or the plan's 
capitated provider shall identify the specific claim or claims forwhich the interest payment is made, include a 
statement setting forth the method for calculating the interest on each claim and document the specific 
interest payment made for each claim. 

(B) In the event that the interest due on an individual late claim payment is less than $ 2.00 at the time that 
the claim is paid, a plan or plan's capitated provider that pays claims (hereinafter referred to as "the plan's 
capitated provider") may pay the interest on thatclaim along with interest on other such claims within ten 
(10) calendar days of the close of the calendar month in which the claim was paid, provided the plan or the 
plan's capitated provider includes with the interest payment a statement identifying the specific claims for 
which the interest is paid, setting forth the method for calculating interest on each claim and documenting 
the specific interest payment made for each claim. 

(2) "Complete claim" means a claim or portion thereof, if separable, including attachments and supplemental 
information or documentation, which provides: "reasonably relevant information" as defined by section 
(a)(10), "information necessary to determine payer liability" as defined in section (a)(11) and: 

(A) For emergency services and care provider claims as defined by section 1371.350): 

(i) the information specified in section 1371.35(c) of the Health and Safety Code; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(B) For institutional providers: 

(i) the completed UB 92 data set or its successor format adopted by the National Uniform Billing Committee 
(NUBC), submitted on the designated paper or electronic format as adopted by the NUBC; 

(ii) entries stated as mandatory by NUBC and required by federal statute and regulations; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(C) For dentists and other professionals providing dental services: 

(i) the form and data set approved by the American pental Association; 

(ii) Current Dental Terminology (COT) codes and modifiers; and 

(iii) any state-designated data requirements included in statutes or regulations. 

(D) For physicians and other professional providers: 
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(i) the Centers for Medicare and Medicaid Services (CMS) Form 1500 or its successor adopted by the 
National Uniform Claim Committee (NUCC) submitted on the designated paper or electronic format; 

(ii) Current Procedural Terminology (CPT) codes and modifiers and International Classification of Diseases 
(ICD-9CM) codes; 

(iii) e.ntries stated as mandatory by NUCC and required by federal statute and regulations; and 

(iv) any state-designated data requirements included in statutes or regulations. 

(E) For pharmacists: 

(i) a universal claim form and data set approved by the National Council on Prescription Drug Programs; 
and 

(ii) any state-designated data requirements included in statutes or regulations. 

(F) For providers not otherwise specified in these regulations: 

(i) A properly completed paper or electronic billing instrument submitted in accordance with the plan's or the 
plan's capitated provider's reasonable specifications; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(3) "Reimbursement of a Claim" means: 

(A) For contracted providers with a written contract, including in-network point-of-service (POS) and 
preferred provider organizations (PPO): the agreed upon contract rate; 

(8) For cOr:ltracted providers without a written contract and non-contracted providers,except those providing 
services described in paragraph (C) below: the payment of the reasonable and customary value for the 
health care services rendered based upon statistically credible information that is updated at least annually 
and takes into consideration:(1) the provider's training, qualifications, and length of time in practice; (ii) the 
nature of the services provided; (iii) the fees usually charged by the provider; (iv) prevailing provider rates 
charged in the general geographic area in which the services were rendered; (v) other aspects of the 
economics of the medical provider's practice that are relevant; and (vi) any unusual circumstances in the 
case; and 

(C) For non-emergency services provided by non-contracted providers to PPO and POS enrollees: the 
amount set forth in the enrollee's Evidence of Coverage. 

(4) "Date of contest," "date of denial" or "date of notice" means the date of postmark or electronic mark 
accurately setting forth the date when the contest, denial or notice was electronically transmitted or 
deposited in the U.S. Mail or another mail or delivery service, correctly addressed to the claimant's office or 

. other address of record with proper postage prepaid. This definition shall not affect the presumption of 
receipt of mail set forth in Evidence Code Section 641. 

(5) "Date of payment" means the date of postmark or electronic mark accurately setting forth the date when 
the payment was electronically transmitted or deposited in the U.S. Mail or another mail or delivery service, 
correctly addressed to the claimant's office or other address of record. To the extent that a postmark or 
electronic mark is unavailable to confirm the date of payment, the Department may consider, when auditing 
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claims payment compliance, the date the check is printed and the date the check is presented for payment. 
This definition shall not affect the presumption of receipt of mail set forth in Evidence Code Section 641. 

(6) "Date of receipt" means the working day when a claim, by physical or electronic means, is first delivered 
to either the plan's specified claims payment office, post office box, or designated claims processor or to the 
plan's capitated provider for that claim. This definition shall not affect the presumption of receipt of mail set 
forth in Evidence Code section 641. In the situation where a claim is sent to the incorrect party, the "date of 
receipt" shall be the working day when the claim, by physical or electronic means, is first delivered to the 
correct party responsible for adjudicating the claim. 

(7) "Date of Service," for the purposes of evaluating claims submission and payment requirements under 
these regulations, means: 

(A) For outpatient services and all emergency services and care: the date upon which the provider delivered 
separately billable health care services to the enrollee. 

(8) For inpatient services: the date upon which the enrollee was discharged from the inpatient facility. 
However, a plan and a plan's capitated provider, at a minimum, shall accept separately billable claims for 
inpatient services on at least a bi-weekly basis. 

(8) A "demonstrable and unjust payment pattern" or "unfair payment pattern" means any practice, policy or 
procedure that results in repeated delays in the adjudication and correct reimbursement of provider claims. 

The following practices, policies and proceduresmay constitute a basis for a finding that the plan or the 
plan's capitated provider has engaged in a "demonstrable and unjust payment pattern" as set forth in 
section (s)(4): 

(A) The imposition of a Claims Filing Deadline inconsistent with section (b)(1) in three (3) or more Claims 
over the course of any three-month period;, 

(8) The failure to forward at least 95% of misdirected claims consistent with sections (b)(2)(A) and (8) over 
the course of any three-month period; 

(C) The failure to accept a late claim consistent with section (b)(4) at least 95% of the time for the affected 
claims over the course of any three-month period; 

(D) The failure to request reimbursement of an overpayment of a claim consistent with the provisions of 
sections (b)(5) and (d)(3), (4), (5) and (6) at least 95% of the time for the affected claims over the course of 
any three-month period; 

(E) The failure to acknowledge the receipt of at least 95% of claims consistent with section (c) over the 
course of any three-month period; 

(F) The failure to provide a provider with an accurate and clear written explanation of the specific reasons 
. for denying, adjusting or contesting a claim consistent with section (d)(1) at least 95% of the time for the 
affected claims over the course of any three-month period; 

(G) The inclusion of contract provisions in a provider contract that requires the provider to submit medical 
records that are not reasonably relevant, as defined by section (a)(1 0), for the adjudication of a claim on 
three (3) or more occasions over the course of any three month period; 
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(H) The failure to establish, upon the Department's written request, that requests for medical records more 
frequently than in three percent (3%) of the claims submitted to a plan or a plan's capitated provider by all 
providers over any 12-month period was reasonably necessary to determine payor liability for those claims 
consistent with the section (a)(2), The calculation of the 3% threshold and the limitation on requests for 
medical records shall not apply to claims involving emergency or unauthorized services or where the plan 
establishes reasonable grounds for suspecting possible fraud, misrepresentation or unfair billing practices; 

(I) The failure to establish, upon the Department's written request, that requests for medical records more 
frequently than in twenty percent (20%) of the emergency services and care professional provider claims 
submitted to the plan's or the plan's capitated providers for emergency room service and care over any 12-
month period was reasonably necessary to determine payor liability for those claims consistent with section 
(a)(2), The calculation of the 20% threshold and the limitation on requests for medical records shall not 
apply to claims where the plan demonstrates reasonable grounds for suspecting possible fraud, 

Qisr;presentation or unfair billing practi~~) 

(J) The failure to include the mandated contractual provisions enumerated in section (e) in three (3) or more 
of its contra~ts with either claims processing organizations and/or with plan's capitated providers over the 
course of any three-month period; 

(K) The failure to reimburse at least 95% of complete claims with the correct payment including the 
automatic payment of all interest anp penalties due and owing over the course of any three-month period; 

(L) The failure to contest or deny a claim, or portion thereof, within the timeframes of section (h) and 
sections 1371 or 1371,35 of the Act at least 95% of the time for the affected claims over the course of any 
three-month period; 

(M) The failure to provide the Information for Contracting Providers and the Fee Schedule and Other 
Required Information disclosures required by sections (I) and (0) to three (3) or more contracted providers 
over the course of any three-month period; 

(N) The failure to provide three (3) or more contracted providers the required notice for Modifications to the 
Information for Contracting Providers and to the Fee Schedule and Other Required Information consistent 
with section (m) over the course of any three month period; 

(0) Requiring or allowing any provider to waive any protections or to assume any obligatiop of the plan 
inconsistent with section (p) on three (3) or more occasions over the course of any three month period; 

(P) The failure to provide the required Notice to Provider of Dispute Resolution Mechanism(s) consistent 
with section 1300,71 ,38(b) at least 95% of the time for the affected claims over the course of any three
month period; 

(0) The imposition of a provider dispute filing deadline inconsistent with section 1300,71.38(d) in three (3) or 
more affected claims over the course of any three-month period; 

• (R) The failure to acknowledge the receipt of at leas' 95% of l'he provider disputes it receives consistent with 
section ,.1300.71 ,38(e) over the course of any three-month pel'ipd; 

(S) The failure to comply with the Time Period for Resolution and Written Determination enumerated in 
section 1300,71,38(0 at least 95% of the time over the course of any three-month period; and 

(T) An attempt to rescind or m9dify an authorization for health care services after the provider renders the 
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service in good faith and pursuant to the authorization, inconsistent with section 1371.8, on three (3) or 
more occasions over the course of any three-month period. 

(9) "Health Maintenance Organization" or "HMO" means a full service health care service plan that 
maintains a line of business that meets the criteria of Section 1373.10(b)(1)-(3). 

(10) "Reasonably relevant information" means the minimum amount of itemized, accurate and material 
information generated by or in the possession of the provider related to the billed services that enables a 
claims adjudicator with appropriate training, experience, and competence in timely and accurate claims 
processing to determine the nature, cost, if applicable, and extent of the plan's or the plan's capitated 
provider's liability, if any, and to comply with any governmental information requirements. 

(11) "Information necessary to determine payer liability" means the minimum amount of material information 
in the possession of third parties related to a provider's billed services that is required by a claims 
adjudicator or other individuals with appropriate training, experience, and competence in timely and 
accurate claims processing to determine the nature, cost, if applicable, and extent of the plan's or the plan's 
capitated provider's liability, if any, and to comply with any governmental information requirements. 

(12) "Plan" for the purposes of this section means a licensed health care service plan and its contracted 
claims processing organization. 

(13) "Working days" means Monday through Friday, excluding recognized federal holidays. 

(b) Claim Filing Deadline. 

~1)NeitheTf~r-t-he-p-la-n-';-c-a-Pit-a-te-d-pr-o-vi-de-r-;hat pays c~ shall im~dline for the receipt ~ 34-
. of a claim that is less than 90 days for contracted providers and 180 days for non-contracted providers after 

the date of service, except as required by any state or federal law or regulation. If a plan or a plan's 
capitated provider is not the primary payer under coordination of benefits, the plan or the plan's capitated 
provider shall not impose a deadline for submitting supplemental or coordination of benefits claims to any 
secondary payer that is less than 90 days from the date of payment or date of contest, denial or notice from 
the primary payer . 

........ (2) If a claim is sent to a plan that has contracted with a capitated provider that is responsible for 
adjudicating the claim, then the plan shall do the following: 

(A) For a provider claim involving emergency service and care, the plan shall forward the claim to the 
appropriate capitated provider within ten (10) working days of receipt of the claim that was incorrectly sent to 
the plan. 

(8) For a provider claim that does not involve emergency service or care: (i) if the provider that filed the 
claim is contracted with the plan's capitated provider, the plan within ten (10) working days of the receipt of 
the claim shall either: (1) send the claimant a notice of denial, with instructions to bill the capitated provider 
or (2) forward the claim to the appropriate capitated provider; (ii) in all other cases, the plan within ten (10) 

.• working days of the receipt of the claim incorrectly sent to the plan shall forward the claim to the appropriate 
capitated provider. 

(3) If a claim is sent to the plan's capitated provider and the plan is responsible for adjudicating the claim, 
the plan's capitated provider shall forward the claim to the plan lNithin ten (10) working .days of the receipt of 
the claim incorrectLy senno the plan's capitated provider. .. . 
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capitated provider is not the primary payer under coordination of benefits, the plan or the plan's capitated 
provider shall not impose a deadline for submitting supplemental or coordination of benefits claims to any 
secondary payer that is less than 90 days from the date of payment or date of contest, denial or notice from 
the primary payer . 

........ (2) If a claim is sent to a plan that has contracted with a capitated provider that is responsible for 
adjudicating the claim, then the plan shall do the following: 

(A) For a provider claim involving emergency service and care, the plan shall forward the claim to the 
appropriate capitated provider within ten (10) working days of receipt of the claim that was incorrectly sent to 
the plan. 

(8) For a provider claim that does not involve emergency service or care: (i) if the provider that filed the 
claim is contracted with the plan's capitated provider, the plan within ten (10) working days of the receipt of 
the claim shall either: (1) send the claimant a notice of denial, with instructions to bill the capitated provider 
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.• working days of the receipt of the claim incorrectly sent to the plan shall forward the claim to the appropriate 
capitated provider. 
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the claim incorrectLy senno the plan's capitated provider. .. . 
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(4) A plan or a plan's capitated provider that denies a claim because it was filed beyond the claim filing 
deadline, shall, upon provider's submission of a provider dispute pursuant to section 1300.71.38 and the 
demonstration of good cause for the delay, accept, and adjudicate the claim according to Health and Safety 
Code section 1371 or 1371.35, which ever is applicable, and these regulations. 

(5) A plan or a plan's capitated provider shall not request reimbursement for the overpayment of a claim, 
including requests made pursuant to Health and Safety Code Section 1371.1, unless the plan or the plan's 
capitated provider sends a written request for reimbursement to the provider within 365 days of the Date of 
Payment on the over paid claim. The written notice shall include the information specified in section (d)(3). 
The 365-day time limit shall not apply if the overpayment was caused in whole or in part by fraud or 
misrepresentation on the part of the provider. 

(c) Acknowledgement of Claims. The plan and the plan's capitated provider shall identify and acknowledge 
the receipt of each claim, whether or not complete, and disclose the recorded date of receipt as defined by 
section 1300.71 (a)(6) in the same manner as the claim was submitted or provide an electronic means, by 
phone, website, or another mutually agreeable accessible method of notification, by which the provider may 
readily confirm the plan's or the plan's capitated provider's receipt of the claim and the recorded date of 
receipt as defined by 1300.71 (a)(6) as follows: 

J(1)ln the case of an electronic claim, identification and acknowledgement shall be provided within two (2) 
,./)I'L.-¥ -~orking days of the date of receipt of the claim by the office designated to receive the claim, or 

(2) In the case of a paper claim, identification and acknowledgement shall be provided within fifteen '(15)J~ ":.)~ 
working days of the date of receipt of the claim by the office designated to receive the claim. -.11 

(A) If a claimant submits a claim to a plan or a plan's capitated provider using a claims clearinghOUSe;-ffi~ 
plan's or the plan's capitated provider's identification and acknowledgement to the clearinghouse within the. '" '31' L.· 
timeframes set forth in subparagraphs (1) or (2), above, whichever is applicable, shall constitute compliance "T 
with this section. 

(d) Denying, Adjusting or Contesting a Claim and Reimbursement for the Overpayment of Claims. 

(1) A plan or a plan's capitated provider shall not improperly deny, adjust, or contest a claim. For each claim 
that is either denied, adjusted or contested, the plan or the plan's capitated provider shall provide an 
accurate and clear written explanation of the specific reasons for the action taken within the timeframes 
specified in sections (g) and (h). 

(2) In the event that the plan or the plan's capitated provider requests reasonably relevant information from 
a provider in addition to information that the provider submits with a claim, the plan or plan's capitated 
provider shall provide a clear, accurate and written explanation of the necessity for the request. If the plan or 
the plan's capitated provider subsequently denies the claim based on the provider's failure to provide the 
requested medical records or other information, any dispute arising from the denial of such claim shall be 
handled as a provider dispute pursuant to Section 1300.71.38 of title 28. 

, (3) If a plan or a plan's capitated provider determines that it.has overpaid a claim, it shall notify the provider 
in writing through a separate notice clearly identifying the clain), the name of the patient, the date of service 
and including a clear explanation of the basis upon which the plan or the plan's capitated provider believes 
the amount paid on the claim was in excess of the amount due, including interest and penalties on the 
claim. 

(4) If the provider contests the,plan's or the plan's capitated provider's notice of reimbursement of the 
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overpayment of a claim, the provider, within 30 working days of the receipt of the notice of overpayment of a 
claim, shall send written notice to the plan or the plan's capitated provider stating the basis upon which the 
provider believes that the claim was not over paid. The plan or the plan's capitated provider shall receive 
and process the contested notice of overpayment of a claim as a provider dispute pursuant to Section 
1300.71.38 of title 28. 

(5) If the provider does not contest the plan's or the plan's capitated provider's notice of reimbursement of 
the o\ferpayment of a claim, the provider shall reimburse the plan or the plan's capitated provider within 30 
working days of the receipt by the provider of the notice of overpayment of a claim. 

(6) A plan or a plan's capitated provider may only offset an uncontested notice of reimbursement of the 
overpayment of a claim against a provider's current claim submission when: (i) the provider fails to 
reimburse the plan or the plan's capitated provider within the timeframe of section (5) above and (ii) the 
provider has entered into a written contract specifically authorizing the plan or the plan's capitated provider 
to offset an uncontested notice of overpayment of a claim from the contracted provider's current claim 
submissions. In the event that an overpayment of a claim or claims is offset against a provider's current 
claim or claims pursuant to this section, the plan or the plan's capitated provider shall provide the provider a 
detailed written explanation identifying the specific overpayment or payments that have been offset against 
the specific current claim or claims. 

(e) Contracts for Claims Payment. A plan may contract with a claims processing organization for ministerial 
claims processing services or contract with capitated providers that pay claims, ("plan's capitated provider") 
subject to the following conditions: 

(1) The plan's contract with a claims processing organization or a capitated provider shall obligate the claims 
processing organization or the capitated provider to accept and adjudicate claims for health care services 
provided to plan enrollees in accordance with the provisions of sections 1371, 1371.1, 1371.2, 1371.22, 
1371.35, 1371.36, 1371.37, 1371.38, 1371.4, and 1371.8 of the Health and Safety Code and sections 
1300.71,1300.71.38,1300.71.4, and 1300.77.4 of title 28. 

(2) The plan's contract with the capitated provider shall require that the capitated provider establish and 
maintain a fair, fast and cost-effective dispute resolution mechanism to process and resolve provider 
disputes in accordance with the provisions of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37,1371.38,1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 
1300.71.4, and 1300.77.4 of title 28, unless the plan assumes this function. 

(3) The plan's contract with a claims processing organization or a capitated provider shall require: 

(i) the claims processing organization and the capitated provider to submit a Quarterly Claims Payment 
Performance Report ("Quarterly Claims Report") to the plan within thirty (30) days of the close of each 
calendar quarter. The Quarterly Claims Report shall, at a minimum, disclose the claims processing 
organization's or the capitated provider's compliance status with sections 1371, 1371.1, 1371.2, 1371.22, 
1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 
1300.71.38,1300.71.4, and 1300.77.4 of title 28; 

(ii) the capitated provider to include in its Quarterly Claims Report a tabulated record of each provider 
dispute'it received, categorized by date of receipt, and including the identification of the provider, type of 
dispute, disposition, and working days to resolution, as to each provider dispute received. Each individual 
dispute contained in a provider's bundled notice of provider dispute shall be reported separately to the plan; 
and 
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(iii) that each Quarterly Claims Report be signed by and include the written verification of a principal officer, 
as defined by section 1300.45(0), of the claims processing organization or the capitated provider, stating 
that the report is true and correct to the best knowledge and belief of the principal officer. 

(4) The plan's contract with a capitated provider shall require the capitated provider to make available to the 
plan and the Department all records, notes and documents regarding its provider dispute resolution 
mechanism(s) and the resolution of its provider disputes. 

(5) The plan's contract with a capitated provider shall provide that any provider that submits a claim dispute 
to the plan's capitated provider's dispute resolution mechanism(s) involving an issue of medical necessity or 
utilization review shall have an unconditional right of appeal for that claim dispute to the plan's dispute 
resolution process for a de novo review and resolution for a period of 60 working days from the capitated 
provider's Date of Determination, pursuant to the proviSions of section 1300.71.38(a)(4) of title 28. 

(6) The plan's contract with a claims processing organization or the capitated provider shall include 
provisions authorizing the plan to assume responsibility for the processing and timely reimbursement of 
provider claims in the event that the claims processing organization or the capitated provider fails to timely 
and accurately reimburse its claims (including the payment of interest and penalties). The plan's obligation 
to assume responsibility for the processing and timely reimbursement of a capitated provider's provider 
claims may be altered to the extent that the capitated provider has established an approved corrective 
action plan consistent with section 1375.4(b)(4) of the Health and Safety Code. 

(7) The plan's contract with the capitated provider shall include provisions authorizing a plan to assume 
responsibility for the administration of the capitated provider's dispute resolution mechanism(s) and for the 
timely resolution of provider disputes in the event that the capitated provider fails to timely resolve its 
provider disputes including the issuance of a written decision. 

(8) The plan's contract with a claims processing organization or a capitated provider shall not relieve the 
plan of its obligations to comply with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 
1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71,1300.71.38,1300.71.4, and 
1300.77.4 of title 28. 

(D Disclosures. 

(1) A plan or a plan's capitated provider, with the agreement of the contracted provider, may utilize alternate 
transmission methods to deliver any disclosure required by this regulation so long as the contracted provider 
can readily determine and verify that the required disclosures have been transmitted or are accessible and 
the transmission method complies with all applicable state and federal laws and regulations. 

(2) To the extent that the Health Insurance Portability and Accountability Act of 1996, as amended, limits the 
plan's or the plan's capitated provider's ability to electronically transmit any required disclosures under this 
regulation, the plan or the plan's capitated provider shall supplement its electronic transmission with a paper 
communication that satisfies the disclosure requirements . 

. (g) Time for Reimbursement. A plan and a plan's capitated provider shall reimburse each complete claim, or . 
portion thereof, whether in state or out of state, as soon as prqctical, but no later than thirty (30) working 
days after the date of receipt of the complete claim by the plan or the plan's capitated provider, or if the plan 
is a health maintenance organization, 45 working days after the date of receipt of the complete claim by the 
plan or the plan's capitated provider, unless the complete claim or portion thereof is contested or denied, as 
provided in subdivision (h). . 
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(1) To the extent thata full service health care service plan that meets the definition of an HMO as set forth 
in paragraph 1300.71 (a)(9) also maintains a PPO or POS line of business, the plan shall reimburse all 
claims relating to or arising out of non-HMO lines of business within thirty qO) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization 
to deliver, furnish or otherwise arrange for or provide health care services for that plan's enrollees, the 
specialized plan shall. reimburse complete claims received for those services within thirty (30) working days. 

(3) If a non-contracted provider disputes the appropriateness of a plan's or a plan's capitated provider's 
computation of the reasonable and customary value, determined in accordance with section (a)(3)(8), for 
the health care services rendered by the non-contracted provider, the plan or the plan's capitated provider 
shall receive and process the non-contracted provider's dispute as a provider dispute in accordance with 
section 1300.71.38. 

-(4) Every plan contract with a provider shall include a provision stating that except for applicable co-
payments and deductibles, a provider shall not invoice or b~lance bill a plan's enrollee for the difference 
between the provider's billed charges and the reimbursement paid by the plan or the plan's capitated 
provider for any covered benefit. 

(h) Time for Contesting or Denying Claims. A plan and a plan's capitated provider may contest or deny a 
claim, or portion thereof, by notifying the provider, in writing, that the claim is contested or denied, within 
thirty (30) working days after the date of receipt of the claim by the plan and the plan's capitated provider, or 
if the plan is a health maintenance organization, 45 working days after the date of receipt of the claim by the 
plan or the plan's capitated provider. ' 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth 
in paragraph 1300.71 (a)(9) also maintains a PPO or POSline of business, the plan shall contest or deny 
claims relating to or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization 
to deliver, furnish or otherwise arrange for or provide health care services for that plan's enrollees, the 
specialized plan shall contest or denied claims received for those services within thirty (30) working days. 

(3) A request for information necessary to determine payer liability from a third party shall not extend the 
Time for Reimbursement or the Time for Contesting or Denying Claims as set forth in sections (g) and (h) of 
this regulation. Incomplete claims and claims for which "information necessary to determine payer liability" 
that has been requested, which are held or pended awaiting receipt of additional information shall be either 
contested or denied in writing within the timeframes set forth in this section. The denial or contest shall 
identify the individual or entity that was requested to submit information, the specific documents requested 
and the reason(s) why the information is necessary to determine payer liability 

(i) Interest on the Late Payment of Claims. 

(1) Late payment on' a complete claim for emergency services and care, which is neither contested nor 
" denied, shall automatically include the greater of $ f5 for each 12-month period or portion thereof on a non

prorated basis, or interest at the rate of 15 percent per annum}or the period of time that the payment is late. 

(2) Late payments on all other complete claims shall automatically include interest at the rate of 15 percent 
per annLlm for the period of time that the payment is Ide. ' 

U) Penalty for Failure to Automatically Include the Intemst Due on a Late Claim Payment as set forth in 
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prorated basis, or interest at the rate of 15 percent per annum}or the period of time that the payment is late. 

(2) Late payments on all other complete claims shall automatically include interest at the rate of 15 percent 
per annLlm for the period of time that the payment is Ide. ' 

U) Penalty for Failure to Automatically Include the Intemst Due on a Late Claim Payment as set forth in 
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section (i). A plan or a plan's capitated provider that fails to automatically include the interest due on a late 
claim payment shall pay the provider $ 10 for that late claim in addition to any amounts due pursuant to 
section (i). 

(k) Late Notice or Frivolous Requests. If a plan or a plan's capitated provider fails to provide the claimant 
with written notice that a claim has been contested or denied within the allowa[:>le time period prescribed in 
section (h), or requests information from the provider that is not reasonably relevant or requests information 
from a third party that is in excess of the information necessary to determine payor liability as defined in 
section (a)(11), but ultimately pays the claim in whole or in part, the computation of interest or imposition of 
penalty pursuant to sections (i) and U) shall begin with the first calendar day after the expiration of the Time 
for Reimbursement as defined in section (g). 

(I) Information for Contracting Providers. On or before January 1, 2004, (unless the plan and/or the plan's 
capitated provider confirms in writing that current information is in the contracted provider's possession), 
initially upon contracting and in addition, upon the contracted provider's written request, the plan and the 
plan's capitated provider shall disclose to its contracting providers the following information in a paper or 
electronic format, which may include a website containing this information, or another mutually agreeable 
accessible format: 

(1) Directions (including the mailing address, email address and facsimile number) for the electronic 
transmission (if available), physical delivery and mailing of claims, all claim submission requirements 
including a list of commonly required attachments, supplemental information and documentation consistent 
with section (a)( 10), instructions for confirming the plan's or the plan's capitated provider's receipt of claims 
consistent with section (c), and a phone number for claims inquiries and filing information; 

(2) The identity of the office responsible for receiving and resolving provider disputes; 

(3) Directions (including the mailing address, email address and facsimile number) for the electronic 
transmission (if available), physical delivery, and mailing of provider disputes and all claim dispute 
requirements, the timeframe for the plan's and the plan's capitated provider's acknowledgement of the 
receipt of a provider dispute and a phone number for provider dispute inquiries and filing information; and 

(4) Directions for filing substantially similar multiple claims disputes and other billing or contractual disputes 
in batches as a single provider dispute that includes a numbering scheme identifying each dispute contained 
in the bundled notice. 

(m) Modifications to the Information for Contracting Providers and to the Fee Schedules and Other Required 
Information. A plan and a plan's capitated provider shall provide a minimum of 45 days prior written notice 
before instituting any changes, amendments or modifications in the disclosures made pursuant to 
paragraphs (I) and (0). 

(n) Notice to the Department. Within 7 calendar days of a Department request, the plan and the plan's 
capitated providers shall provide a pro forma copy of the plan's and the plan's capitated provider's 
"Information to Contracting Providers" and "Modification to the Information for Contracting Providers." 

~ 

. (0) Fee Schedules and Other Required Information. On or befqre January 1, 2004, (unless the plan and/or 
the plari's capitated provider confirms in writing that current information is in the contracted provider's ~ 51 
possession), initially upon contracting, annually thereafter on or before the contract anniversary date, and in 
addition upon the contracted provider's written request, the plan and the plan's capitated provider shall 
disclose to contracting providers the following iriformation in an electronic format: _ 
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(1) The complete fee schedule for the contracting provider consistent with the disclosures specified in 
section 1300.75.4.1(b); and 

(2) The detailed payment policies and rules and non-standard coding methodologies used to adjudicate 
claims, which shall, unless otherwise prohibited by state law: 

(A) when available, be consistent with Current Procedural Terminology (CPT), and standards accepted by 
nationally recognized medical societies and organizations, federal regulatory bodies and major credentialing 
organizations; . 

(8) clearly and accurately state what is covered by any global payment provisions for both professional and 
institutional services, any global payment provisions for all services necessary as part of a course of 
treatment in an institutional setting, and any other global arrangements such as per diem hospital payments, 
and 

(C) at a minimum, clearly and accurately state the policies regarding the following: (i) consolidation of 
multiple services or charges, and payment adjustments due to coding changes, (ii) reimbursement for 
multiple procedures, (iii) reimbursement for assistant surgeons, (iv) reimbursement for the administration of 
immunizations and injectable medications, and (v) recognition of CPT modifiers. 

The information disclosures required by this section shall be in sufficient detail and in an understandable 
format that does not disclose proprietary trade secret information or violate copyright law or patented 
processes, so that a reasonable person with sufficient training, experience and competence in claims 
processing can determine the payment to be made according to the terms of the contract. 

A plan or a plan's capitated provider may disclose the Fee Schedules and Other Required Information 
mandated by this section through the use of a website so long as the plan or the plan's capitated provider 
provides written notice to the contracted provider at least 45 days prior to implementing a website 
transmission format or posting any changes to the information on the website. 

(p) Waiver Prohibited. The plan and the plan's capitated provider shall not require or allow a provider to 
waive any right conferred upon the provider or any obligation imposed upon the plan by sections 1371, 
1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the Health and Safety Code 
and sections 1300.71, 1300.71.38, 1300.71.4, and 1300.77.4 of title 28, relating to claims processing or 
payment. Any contractual provision or other agreement purporting to constitute, create or result in such a 
waiver is null and void. 

(q) Required Reports. 

(1) Within 60 days of the close of each calendar quarter, the plan shall disclose to the Department in a 
single combined document: (A) any emerging patterns of claims payment deficiencies; (8) whether any of its 
claims processing organizations or capitated providers failed to timely and accurately reimburse 95% of its 
claims (including the payment of interest and penalties) consistent with sections 1371, 1371.1, 1371.2, 
1371.22,1371.35,1371.36,1371.37,1371.4, and 1371.8 of the Health and Safety Code and sections 

.1300.71,1300.71.38,1300.71.4, and 1300.77.4 oft~le 28; and (C) the corrective action that has been 

. undertaken over the preceding two quarters. The first report from the plan shall be due within 45 days after 
the close of the calendar quarter that ends 120 days after the effective date of these regulations. 

(2) Withiri 15 days of the close of each calendar year, beginning with the 2004 calendar year, the plan shall 
submit to the Director, as part of the Annual Plan Claims Payment and Dispute Resolution Mechanism 
Report as specified in section 1367 (h) of the Health and Safety Code and section 1300. 71.38(k) of title 28, 
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in an electronic format (to be supplied by the Department), information disclosing the claims payment 
compliance status of the plan and each of its claims processing organizations and capitated providers with 
each of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the 
Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 1300.77.4 of title 28. The 
Annual Plan Claims Payment and Dispute Resolution Mechanism Report for 2004 shall include claims 
payment and dispute resolution data received from October 1,2003 through September 30, 2004. Each 
subsequent Annual Plan Claims Payment and Dispute Resolution Mechanism Report shall include claims 
payment and dispute resolution data received for the last calendar quarter of the year preceding the 
reporting year and the first three calendar quarters for the reporting year. 

(A) The claims payment compliance status portion of the Annual Plan Claims Payment and Dispute 
Resolution Mechanism Report shall: (i) be based upon the plan's claims processing organization's and the 
plan's capitated provider's Quarterly Claims Payment Performance Reports submitted to the plan and upon 
the audits and other compliance processes of the plan consistent with section 1300.71.38(m) and (ii) include 
a detailed, informative statement: (1) disclosing any established or documented patterns of claims payment 
deficiencies, (2) outlining the corrective action that has been undertaken, and (3) explaining how that 
information has been used to improve the plan's administrative capacity, plan-provider relations, claim 
payment procedures, quality assurance system (process) and quality of patient care (results). The 
information provided pursuant to this section shall be submitted with the Annual Plan Claims Payment and 
Dispute Resolution Mechanism Report and may be accompanied by a cover letter requesting confidential 
treatment pursuant to section 1007 of title 28. 

(r) Confidentiality. 

The claims payment compliance status portion of the plan's Annual Plan Claims Payment and Dispute 
Resolution Mechanism Report and the Quarterly disclosures pursuant to section (q)(1) to the Department 
shall be public information except for information disclosed pursuant to section (q)(2)(A)(ii), that the Director, 
pursuant to a plan's written request, determines should be maintained on a confidential basis. 

(s) Review and Enforcement. 

(1) The Department may review the plan's and the plan's capitated provider's claims processing system 
through periodic medical surveys and financial examinations under sections 1380, 1381 or 1382 of the 
Health and Safety Code, and when appropriate, through the investigation of complaints of demonstrate and 
unjust payment patterns. 

(2) Failure of a plan to comply with the requirements of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 
1371.36,1371.37,1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 
1300.71.4, and 1300.77.4 of title 28 may constitute a basis for disciplinary action against the plan. The civil, 
criminal, and administrative remedies available to the Director under the Health and Safety Code and this 
regulation are not exclusive, and may be sought and employ1ed in any combination deemed advisable by the 
Director to enforce the provisions of this regulation. 

(3) Violations of the Health and Safety Code and this regulat~on are subject to enforcement action whether 
. or not remediated, although a plan's identification arid self-initiated remediation of deficiencies may be 
cO,nsidered in determining the appropriate penalty. 

(4) In making a determination that a plan's or a plan's capitated provider's practice, policy or procedure 
constitutes a "demonstrable and unjust payment pattern" or. "unfair payment pattern," the Director shall 
consider the documentation or justification for the implementation of the practice, policy or procedure and 
may consider the aggregate amount of money involved in the plan's or the plan's capitated provider's action 
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or inaction; the number of claims adjudicated by the plan or plan's capitated provider during the time period 
iii question, legitimate industry practices, whether there is evidence that the provider had engaged in an 
unfair billing practice, the potential impact of the payment practices on the delivery of health care or on 
provider practices; the plan's or the plan's capitated provider's intentions or knowledge of the violation(s); 
the speed and effectiveness of appropriate remedial measures implemented to ameliorate harm to providers 
or patients, or to preclude future violations; and any previous related or similar enforcement actions 
involving the plan or the plan's capitated provider. 

(5) Within 30 days of receipt of notice that the Department is investigating whether the plan's or the plan's 
capitated provider's practice, policy or procedure constitutes a demonstrable and unjust payment pattern, 
the plan may submit a written response documenting that the practice, policy or procedure was a necessary 
and reasonable claims settlement practice and consistent with sections 1371, 1371.35 and 1371.37 of the 
Health and Safety Code and these regulations; 

(6) In addition to the penalties that may be assessed pursuant to section (s)(2), a plan determined to be 
engaged in a Demonstrable and Unjust Payment Pattern may be subject to any combination of the following 
additional penalties: 

(A) The imposition of an additional monetary penalty to reflect the serious nature of the demonstrable and 
unjust payment pattern; 

(8) The imposition, for a period of up to three (3) years, of a requirement that the plan reimburse complete 
and accurate claims in a shorter time period than the time period prescribed in section (g) of this regulation 
and sections 1371 and 1371.35 of the Health and Safety Code; and 

(C) The appointment of a claims monitor or conservator to supervise the plan's claim payment activities to 
insure timely compliance with claims payment obligations. 

The plan shall be responsible for the payment of all costs incurred by the Department in any administrative 
and judiCial actions, including the cost to monitor the plan's and the plan's capitated provider's compliance. 

(t) Compliance. Plans and the plans' capitated providers shall be fully compliant with these regulations on or 
before January 1, 2004. 
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BILL ANALYSIS BACKGROUND INFORMATION WORKSHEET 

BILL NUMBER: SB 634 AUTHOR: Speier JUN2a2111 

Please return a total of FIVE COPIES of the completed worksheet, including position letters, 
and email back the worksheet and other information available electronically to 
Danny.Sandoval@asm.ca.gov. 

The above bill has been referred to the Assembly Health Committee. Please bring the following information to 
the Committee, Room 6005 of the State Capitol. Please type your comments on this form or on attachments. 
The information and amendments must be submitted at least seven days before the bill is to be heard at the 
Committee's hearing. We require the original amendments plus nine copies. The Chair may withdraw the 
bill from its scheduled hearing ifthe worksheet and/or the amendments are not received within the specified 
timeline. The bill "set" that is put over for this reason will count against the author's limit of three sets. Please 
call the Committee Secretary at 319-2097 if you have any questions. 

1. What does your bill do? 

SB 634 will provide greater protections for consumers and providers under health insurers regulated 
by the DOL The bill is modeled after Department of Managed Health Care regulations passed in 
2003. 

2. Describe the deficiency in existing law in this area (include code citations). 

Under current law, the Department of Insurance (DOl) does not currently have to address provider 
complaints directly. As a result, health care consumers are often put in the middle of disputes 
between health insurers, health care providers and the DOL 

Also, health insurance policy holders are often unaware of their potential out-of-pocket costs for 
obtaining care from a health insurer, and timeframes to respond to and resolve consumer complaints 
provide greater protection to consumers and providers at the DMHC than at the DOL 

3. Why is this bill needed? Please be specific and present significant facts, research studies, and 
pertinent background. Please provide any relevant background materials supporting the need for the 
bill. 

Under the DMHC, consumers and providers may file complaints with that department. According to 
the DMHC, approximately 80% of these complaints relate to payment or reimbursement for services 
provided to a patient. Current regulations create rights for consumers and providers regarding HMOs 
and PPOs regulated by the DMHC. The DMHC has found in favor of nearly 30% of the complaints 
regarding HMOs or PPO which have denied or delayed 'payment to providers. The attached 
documents show the provider complaint process and related statistics under the DMHC. Similar 
protections are required under the Department of Insurance to ensure that providers are payed 
money they are owed for services they have provided to patients. This helps to ensure that patients 
and providers will not be responsible for paying for services that should be paid under the terms of 
their contact with a health insurance company. 
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3. Why is this bill needed? Please be specific and present significant facts, research studies, and 
pertinent background. Please provide any relevant background materials supporting the need for the 
bill. 

Under the DMHC, consumers and providers may file complaints with that department. According to 
the DMHC, approximately 80% of these complaints relate to payment or reimbursement for services 
provided to a patient. Current regulations create rights for consumers and providers regarding HMOs 
and PPOs regulated by the DMHC. The DMHC has found in favor of nearly 30% of the complaints 
regarding HMOs or PPO which have denied or delayed 'payment to providers. The attached 
documents show the provider complaint process and related statistics under the DMHC. Similar 
protections are required under the Department of Insurance to ensure that providers are payed 
money they are owed for services they have provided to patients. This helps to ensure that patients 
and providers will not be responsible for paying for services that should be paid under the terms of 
their contact with a health insurance company. 
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SB 634 (Speier) 
Health Insurance Provider Payment 

PROBLEM 

Under current law, the Department of Insurance (001) does not currently have to 
address provider complaints directly. As a result, health care consumers are often put 
in the middle of disputes between health insurers, health care providers and the 001. 

Also, health insurance policy holders are often unaware of their potential out-of-pocket 
costs for obtaining care from a health insurer, and timeframes to respond to and resolve 
consumer complaints provide greater protection to consumers and providers at the 
DMHC than at the 001. 

SOLUTION 

S8 634 will provide greater protections for consumers and providers under health 
insurers regulated by the 001. The bill is modeled after Department of Managed Health 
Care regulations passed in 2003. 

SB 634 HIGHLIGHTS 

• Requires insurers to give notice to policy holders about their potential out-of
pocket costs if they obtain services from an out-of-network provider 

• Requires insurers to disclose terms of the provider's reimbursement prior to 
contracting with the provider, annually thereafter, and upon written a provider's 
written request 

• Requires insurers to payor respond to reimbursement claims within 90 days of 
receipt of claim for contracted providers and 180 days for non-contracted 
providers - equivalent to DMHC deadline~. Requires insurers to show "good 
cause" if these deadlines are not to be met. 

• Requires insurance companies acknowledge all claims received within 15 days 

• Requires insurers to include a fee schedule and other information into contracts 
with health care providers. This will help providers predict payment times and 
amounts and better manage their cash flow . 

• 

BACKGROUND 

California law governs health plans, including Health Maintenance Organizations and 
the two largest Preferred Provider Organizations (PPOs), differently than it governs 
health insurers, such as PPOs, and gives each its own regulator. 
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The Department of Managed Health Care (DMHC) regulates the state's health plans, 
while the Department of Insurance (001) regulates the state's health insurers. 

The intent of this bill is to improve the protections for health care consumers and 
providers pertaining to health insurers regulated by the DOL When, in 2003, the DMHC 
promulgated regulations on claims settlement practices between health plans and 
providers, those regulations did not apply to health insurers regulated by the 001. It 
uses claims settlement practices in place for health plans under the DMHC as the basis 
for SB 634. It makes the protections substantially equivalent for insurers under the 001 
as are currently in place for health plans under the DMHC. 

The DMHC and 001 both have staff who handle consumer complaints related to health 
insurance coverage. However, the 001 does not have dedicated staff to handle 
provider complaints. According to the sponsor, the California Medical Association 
(CMA), the 001 turns away health care providers who call the department with 
complaints. In addition, there have been reports that 001 staff tell providers to ask their 
patient to file a complaint on their behalf because the department is not required to 
assist or resolve complaints from health care providers. This would put patients in the 
middle of a dispute between a health plan and a provider. 

Patients should not be put in such a position, and, furthermore, the 001 should be 
required to provide similar protections to consumers and providers as are currently done 
for entities licensed and under the authority of the DMHC. 

FISCAL 

The bill is expected to have little or no fiscal impact to the General Fund and minor 
impact to any Special Funds. 

SUPPORT 

It is increasingly difficult for health care providers to obtain full and timely 
reimbursement from health insurance companies regulated by the Department of 
Insurance for services rendered to policyholders. Existing law provides rights to 
providers under the health plans regulated by the DMHC that do not exist for those 
under the 001 for health insurers remedies such as civil action or arbitration, these are 
not viable alternatives due to the time, cost and likelihood of retaliation against a 
provider by a plan. 

California Healthcare Association says that more than 60% of California hospitals lose 
money from operations, that plans routinely take 100 days or more to pay hospitals for 
authorized, covered health care services, and that plans owed 85 California hospitals 
$936.5 million for nearly 648,000 overdue claims in 1999. CHA believes plans are 
increasingly engaging in business practices that are unfair and illegal which are 
jeopardizing patient care and the financial stability of hospitals and physicians 
throughout the state. CHA says the bill is an innovative and proactive treatment for 
California's ailing health care system. 
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BACKGROUND WORKSHEET 
a PAGE2 

4. What state agencies does this bill affect? (NOTE: The Chair has asked that departments, agencies, 
boards, etc. affected by proposed legislation provide testimony on bills that affect their program 
areas.) 

The Department of Insurance. 

5. Bas a similar bill been introduced either this session or during a previous legislative session? Yes 
If yes, please identify the bill, the legislative session, and its disposition. 

AB 1455 (Chap 827, Stats 2000) - Committee on Insurance. SB 260 (Chapt. 529, Stats. 1999)
Speier. SB 2007 (Speier, 2000), held in Senate Appropriations Committee. SB 2094 (Chapt. 1067, 
Stats. 2000) - Senate Insurance Committee. SB 59 (Chapt. 539, Stats. 1999) - Perata. 

6. Bas there been an interim hearing or report on the bill or on this topic? If yes, please provide the 

I Nohearing transcript and/or the report. 

7. Please provide the Committee with a total of 5 hard copies of all letters of support and opposition 
received for bill. Bard copies of support and opposition letters must be received by the committee no 
later than 12:00 noon on the Wednesday prior to a Tuesday hearing to be assured reference in the 
committee analysis. (Electronic letters may not be reflected in the analysis.) 

8. Do you plan to amend this bill prior to the hearing? YES __ NO _X_ 

If yes, briefly explain the substance of the amendments and attach a copy of the proposed language. 
Legislative Counsel amendments must be received by Tuesday, 7 days prior to the hearing. Please hand 
deliver the signed original amendment(s) plus 9 copies (unsigned) to the Committee Secretary. 

NOTE: .if the deadline for submitting amendments is not met by the author, the bill may be put over by the 
Chair. The bill "set" that is put over for this reason will count against the author's limit of 3 sets. 
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9. Please list the witnesses you plan to have testify. 

Brett Michelin, California Medical Association 

10. Does this bill have a sDonsor? If yes, please provide the sponsor's name and phone number. 

California Medical Association - Office 4445532. Fax (916) 444 5689. 
Brett Michelin: Cell (916) 217 3300. Astrid Meghrigian: Cell (415) 350 3966 

11. Please provide the name and phone number of your le2islative staff contact for this bill. 

Ronald Spingarn, Office of Senator Speier, (916) 651 4008, Cell 916 549 1743 

Please return a total of FIVE COPIES of the completed worksheet, including position letters. 
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California Optometric Association 
Tim Hart· Director, Government & External Affairs Division 

2415 K Street Sacramento, California 95816 
916.441.3990.Ext. 227· Fax: 916.448.1423 . E-mail: timh@coavision.org 

June 29, 2005 

Hon. Wilma Chan 
Chairwoman, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento CA 95814 

RE: SE~.etPEIER) 
As Amended in Senate May 10, 2005 

COA POSITION: SUPPORT 

Dear Madam Chairwoman: 

The California Optometric Association (COA), representing more than 2,600 licensed California 
Optometrists, supports Senate Bill 840 by Senator Jackie Speier. This bill will be heard in the 
Assembly Health Committee on Tuesday, July 5. 

This bill, sponsored by the California Medical Association, would add to the Insurance Code many of 
the statutory and regulatory claims-payment protections now afforded health care service plan 
providers by the Knox-Keene Act, as enforced by the Department of Managed Health Care, to 
members of preferred provider networks (PPOs) regulated by the Department of Insurance. 

Despite being trained and licensed as both primary and specialized eye care providers, optometrists 
have had difficulty obtaining admission to provider panels and networks, both in the Knox-Keene and 
in the PPO/health indemnity environments. Passage of SB 634 will further extend the notion of fair 
play for all qualified health care providers, regardless of who the health care insurer is regnlated by. 

For these reasons, COA supports SB 634 and respectfully requests your "AYE" vote when the 
bill is taken up in committee. 

Tim Hart 
Director, Government & External Affairs 

TJH:me 
c: Hon. Sheila James Kuehl 

Members, Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Office of Policy 
Brett Michelin, Califomia Medical Association. 
Cliff Berg, Govemmental Advocates, Inc. 
Terence McHale, Aaron Read & Associates 

"Setting the standard in eye care" 
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June 24, 2005 

TO: The Honorable Wilma Chan, Chair 
and Members of the Assembly Health Committee JUN 2 7 2005 

RE: S((~late Bill 634 (Speier)-AFSCME SUPPORT 

The American Federation of State, County, and Municipal Employees (AFSCME), AFL-CIO, 
would like to inform you of our support of Senate Bill 634, as amended. 

Senate Bill 634 extend claim payment protection afforded to health care providers who 
deliver care to enrollees of health care service plans to providers who provide services to 
patients with health insurance policies. 

AFSCME supports this legislation that will provide protection to consumers and providers 
interacting with health insurers. Currently, health insurers regulated by the Department of 
Insurance have virtually no rights as compared with providers who provide services under 
health plans. This legislation is essential to our State in order to align claim settlement 
practices of health insurers with those of health plans. 

Please join us in supporting Senate Bill 634. 

Should you have any questions regarding our position on this matter, you may contact me at 
your earliest convenience. AFSCME also reserves the right to change its position in the event 
of further amendments. 

Political Action Representative 

CC: Committee Consultant(s) 
JDBllw 

1121 L Street • Suite 904 • Sacramento, California 95814-3926 • (916) 441-1570 • (916) 441-3426 FAX 

American Federation of State, -County and Municipal Employees, AFL-CIO .~'" 
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' .. 

• 

• 

Health & Safety Code 
Title XXVIII Regulations 

1300.67.8. Contracts with Providers 

Written contracts must be executed between the plan and each provider of health care services which regularly 
furnishes services under the plan. All contracts with providers shall be subject to the following requirements: 

(a) A written contract shall be prepared or arranged in a manner which permits confidential treatment by the Director 
of payment rendered or to be rendered to the provider without concealment or misunderstanding of other terms and 
provisions of the contract. 

(b) The contract shall require that the provider maintain such records and provide such information to the plan or to 
the Director as may be necessary for compliance by the plan with the provisions of the Act and the rules thereunder, 
that such records will be retained by the provider for at least two years, and that such obligation is not terminated 
upon a termination of the agreement, whether by rescission or otherwise. (See Section 1300.75.1) 

(c) That the plan shall have access at reasonable times upon demand to the books, records and papers of the 
provider relating to the health care services provided to subscribers and enrollees, to the cost thereof, to payments 
received by the provider from subscribers and enrollees of the plan (or from others on their behaln, and, unless the 
provider is compensated on a fee-for-service basis, to the financial condition of the provider. 

(d) The contract shall prohibit surcharges for covered services and shall provide that whenever the plan receives 
notice of any such surcharge it shall take appropriate action. 

1 

(e) The contract shall contain provisions complying with Section 1379 of the Act and requiring that, upon termination 
of the contract of the provider for any cause, such provider shall comply with the provisions of subdivision (a)(10) of 
Section 1300.67.4. 

m The contract shall require providers to display in a prominent place in each reception and waiting area a notice 
informing subscribers and enrollees how to contact their plan, file a complaint with their plan, obtain assistance from 
the Department, and seek an independent medical review. For the purposes of this regulation, a reception and 
waiting area shall be defined as a room used for the purpose of subscribers and enrollees waiting to receive services 
from a provider. 

(1) The notice shall be displayed in English and in any individually identifiable language that is spoken in the home by 
ten percent (10%) or more of the households in the U.S. Postal Service ZIP code in which the reception or waiting 
area is located, according to the US Census Bureau's Census 2000 Summary File 3, Quick Table -- P16 for the 
appropriate ZIP code, which is incorporated by reference. 

(2) The notice shall be in a form prescribed, provided and translated by the Department for posting. 

(3) The notice and translations can be found at www.dmhc.ca.gov and are available for downloading and printing. In 
the alternative, hard copies of the notice and translations may be obtained by submitting a written request to the 
Department of Managed Health Care, Attn: Waiting Room Notices, 980 - 9th Street, Suite 500, Sacramento, CA 
95814. 

(4) Display of a notice provided by the Office of the Patient Advocate containing the information required by this 
subsection and in the appropriate language(s) will be considered compliance with these regulations. 

Upon the effective date of these regulations, plans shall require providers to post said notice. The provision requiring 
• the notice shall be added to all contracts executed subsequent to the effective date of these regulations. 
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• 

• 

(5) A provider who demonstrates to the satisfaction of the Department that the provider's actual patient population is 
made up of less than five percent (5%) of patients speaking any of the languages for which translations are required 
under subsection (n(1) above, may be exempt from displaying a translation in the particular language for which a 
satisfactory demonstration has been made . 
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• 
3 

§ 1300.71. Claims Settlement Practices 

(a) Definitions . 

(1) "Automatically" means the payment of the interest due to the provider within five (5) working days of the payment 
of the claim without the need for any reminder or request by the provider. 

(A) If the interest payment is not sent in the same envelope as the claim payment, the plan or the plan's capitated 
provider shall identify the specific claim or claims for which the interest payment is made, include a statement setting 
forth the method for calculating the interest on each claim and document the specific interest payment made for each 
claim. 

(B) In the event that the interest due on an individual late claim payment is less than $ 2.00 at the time that the claim 
is paid, a plan or plan's capitated provider that pays claims (hereinafter referred to as "the plan's capitated provider") 
may pay the interest on that claim along with interest on other such claims within ten (10) calendar days of the close 
of the calendar month in which the claim was paid, provided the plan or the plan's capitated provider includes with 
the interest payment a statement identifying the specific claims for which the interest is paid, setting forth the method 
for calculating interest on each claim and documenting the specific interest payment made for each claim. 

(2) "Complete claim" means a claim or portion thereof, if separable, including attachments and supplemental 
information or documentation, which provides: "reasonably relevant information" as defined by section (a)(10), 
"information necessary to determine payer liability" as defined in section (a)(11) and: 

(A) For emergency services and care provider claims as defined by section 1371.350): 

(i) the information specified in section 1371.35(c) of the Health and Safety Code; and 

• (ii) any state-designated data requirements included in statutes or regulations. 

(B) For institutional providers: 

(i) the completed UB 92 data set or its successor format adopted by the National Uniform Billing Committee (NUBC), 
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• 9CM) codes; 

• 
3 
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(iii) entries stated as mandatory by NUCC and required by federal statute and regulations; and 
(iv) any state-designated data requirements included in statutes or regulations. 

4 

• (E) For pharmacists: 

(i) a universal claim form and data set approved by the National Council on Prescription Drug Programs; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(F) For providers not otherwise specified in these regulations: 

(i) A properly completed paper or electronic billing instrument submitted in accordance with the plan's or the plan's 
capitated provider's reasonable specifications; and 

(ii) any state-designated data requirements included in statutes or regulations. 

(3) "Reimbursement of a Claim" means: 

(A) For contracted providers with a written contract, including in-network point-of-service (POS) and preferred 
provider organizations (PPO): the agreed upon contract rate; 

(8) For contracted providers without a written contract and non-contracted providers,except those providing services 
described in paragraph (C) below: the payment of the reasonable and customary value for the health care services 
rendered based upon statistically credible information that is updated at least annually and takes into 
consideration:(1) the provider's training, qualifications, and length of time in practice; (ii) the nature of the services 
provided; (iii) the fees usually charged by the provider; (iv) prevailing provider rates charged in the general 
geographic area in which the services were rendered; (v) other aspects of the economics of the medical provider's 

• practice that are relevant; and (vi) any unusual circumstances in the case; and 

• 

(C) For non-emergency services provided by non-contracted providers to PPO and POS enrollees: the amount set 
forth in the enrollee's Evidence of Coverage. 

(4) "Date of contest," "date of denial" or "date of notice" means the date of postmark or electronic mark accurately 
setting forth the date when the contest, denial or notice was electronically transmitted or deposited in the U.S. Mail or 
another mail or delivery service, correctly addressed to the claimant's office or other address of record with proper 
postage prepaid. This definition shall not affect the presumption of receipt of mail set forth in Evidence Code Section 
641. 

(5) "Date of payment" means the date of postmark or electronic mark accurately setting forth the date when the 
payment was electronically transmitted or deposited in the U.S. Mail or another mail or delivery service, correctly 
addressed to the claimant's office or other address of record. To the extent that a postmark or electronic mark is 
unavailable to confirm the date of payment, the Department may consider, when auditing claims payment 
compliance, the date the check is printed and the date the check is presented for payment. This definition shall not 
affect the presumption of receipt of mail set forth in Evidence Code Section 641. 

(6) "Date of receipt" means the working day when a claim, by physical or electronic means, is first delivered to either 
the plan's specified claims payment office, post office box, or designated claims processor or to the plan's capitated 
provider for that claim. This definition shall not affect the presumption of receipt of mail set forth in Evidence Code 
section 641. In the situation where a claim is sent to the incorrect party, the "date of receipt" shall be the working day 
when the claim, by physical or electronic means, is first delivered to the correct party responsible for adjudicating the 
claim . 

(7) "Date of Service," for the purposes of evalua~ing claims submission and payment requirements under these 
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• 

• 

regulations, means: 

(A) For outpatient services and all emergency services and care: the date upon which the provider delivered 
separately billable health care services to the enrollee. 

5 

(8) For inpatient services: the date upon which the enrollee was discharged from the inpatient facility. However, a 
plan and a plan's capitated provider, at a minimum, shall accept separately billable claims for inpatient services on at 
least a bi-weekly basis. 

(8) A "demonstrable and unjust payment pattern" or "unfair payment pattern" means any practice, policy or procedure 
that results in repeated delays in the adjudication and correct reimbursement of provider claims. 

The following practices, policies and proceduresmay constitute a basis for a finding that the plan or the plan's 
capitated provider has engaged in a "demonstrable and unjust payment pattern" as set forth in section (s)(4): 

(A) The imposition of a Claims Filing Deadline inconsistent with section (b)(1) in three (3) or more claims over the 
course of any three-month period; 

(8) The failure to forward at least 95% of misdirected claims consistent with sections (b)(2)(A) and (8) over the 
course of any three-month period; 

(C) The failure to accept a late claim consistent with section (b)(4) at least 95% of the time for the affected claims 
over the course of any three-month period; 

(D) The failure to request reimbursement of an overpayment of a claim consistent with the provisions of sections 
(b)(5) and (d)(3), (4), (5) and (6) at least 95% of the time for the affected claims over the course of any three-month 
period; 

(E) The failure to acknowledge the receipt of at least 95% of claims consistent with section (c) over the course of any 
three-month period; 

(F) The failure to provide a provider with an accurate and clear written explanation of the specific reasons for 
denying, adjusting or contesting a claim consistent with section (d)(1) at least 95% of the time for the affected claims 
over the course of any three-month period; 

(G) The inclusion of contract provisions in a provider contract that requires the provider to submit medical records 
that are not reasonably relevant, as defined by section (a)(10), for the adjudication of a claim on three (3) or more 
occasions over the course of any three month period; 

(H) The failure to establish, upon the Department's written request, that requests for medical records more frequently 
than in three percent (3%) of the claims submitted to a plan or a plan's capitated provider by all providers over any 
12-month period was reasonably necessary to determine payor liability for those claims consistent with the section 
(a)(2). The calculation of the 3% threshold and the limitation on requests for medical records shall not apply to claims 
involving emergency or unauthorized services or where the plan establishes reasonable grounds for suspecting 
possible fraud, misrepresentation or unfair billing practices; 

(I) The failure to establish, upon the Department's written request, that requests for medical records more frequently 
than in twenty percent (20%) of the emergency services and care professional provider claims submitted to the plan's 
or the plan's capitated providers for emergency room service and care over any 12-month period was reasonably 
necessary to determine payor liability for those claims consistent with section (a)(2). The calculation of the 20% 
threshold and the limitation on requests for medical records shall not apply to claims where the plan demonstrates 

• reasonable grounds for suspecting possible fraud, misrepresentation or unfair billing practices; 

• 

• 
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• 
(J) The failure to include the mandated contractual provisions enumerated in section (e) in three (3) or more of its 
contracts with either claims processing organizations and/or with plan's capitated providers over the course of any 
three-month period; 
(K) The failure to reimburse at least 95% of complete claims with the correct payment including the automatic 
payment of all interest and penalties due and owing over the course of any three-month period; 

6 

(L) The failure to contest or deny a claim, or portion thereof, within the timeframes of section (h) and sections 1371 or 
1371.35 of the Act at least 95% of the time for the affected claims over the course of any three-month period; 

(M) The failure to provide the Information for Contracting Providers and the Fee Schedule and Other Required 
Information disclosures required by sections (I) and (0) to three (3) or more contracted providers over the course of 
any three-month period; 

(N) The failure to provide three (3) or more contracted providers the required notice for Modifications to the 
Information for Contracting Providers and to the Fee Schedule and Other Required Information consistent with 
section (m) over the course of any three month period; 

(0) Requiring or allowing any provider to waive any protections or to assume any obligation of the plan inconsistent 
with section (p) on three (3) or more occasions over the course of any three month period; 

(P) The failure to provide the required Notice to Provider of Dispute Resolution Mechanism(s) consistent with section 
1300.71.38(b) at least 95% of the time for the affected claims over the course of any three-month period; 

(Q) The imposition of a provider dispute filing deadline inconsistent with section 1300. 71.38( d) in three (3) or more 
affected claims over the course of any three-month period; 

(R) The failure to acknowledge the receipt of at least 95% of the provider disputes it receives consistent with section 
• 1300.71.38(e) over the course of any three-month period; 

• 

(S) The failure to comply with the Time Period for Resolution and Written Determination enumerated in section 
1300.71.38(f) at least 95% of the time over the course of any three-month period; and 

(T) An attempt to rescind or modify an authorization for health care services after the provider renders the service in 
good faith and pursuant to the authorization, inconsistent with section 1371.8, on three (3) or more occasions over 
the course of any three-month period. 

(9) "Health Maintenance Organization" or "HMO" means a full service health care service plan that maintains a line of 
business that meets the criteria of Section 1373.1 0(b)(1 )-(3). 

(10) "Reasonably relevant information" means the minimum amount of itemized, accurate and material information 
generated by or in the possession of the provider related to the billed services that enables a claims adjudicator with 
appropriate training, experience, and competence in timely and accurate claims processing to determine the nature, 
cost, if applicable, and extent of the plan's or the plan's capitated provider's liability, if any, and to comply with any 
governmental information requirements. 

(11)."lnformation necessary to determine payer liability" means the minimum amount of material information in the 
possession of third parties related to a provider's billed services that is required by a claims adjudicator or other 
individuals with appropriate training, experience, and competence i'n timely and accurate claims processing to 
determine the nature, cost, if applicable, and extent of the plan's or the plan's capitated provider's liability, if any, and 
to comply with any governmental information requirements . 

(12) "Plan" for the purposes of this section means a licensed health care service plan and its contracted claims 
processing organization. 

• 
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• 

• 
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(13) "Working days" means Monday through Friday, excluding recognized federal holidays . 

(b) Claim Filing Deadline. 
(1) Neither the plan nor the plan's capitated provider that pays claims shall impose a deadline for the receipt of a 
claim that is less than 90 days for contracted providers and 180 days for non-contracted providers after the date of 
service, except as required by any state or federal law or regulation. If a plan or a plan's capitated provider is not the 
primary payer under coordination of benefits, the plan or the plan's capitated provider shall not impose a deadline for 
submitting supplemental or coordination of benefits claims to any secondary payer that is less than 90 days from the 
date of payment or date of contest, denial or notice from the primary payer. 

(2) If a claim is sent to a plan that has contracted with a capitated provider that is responsible for adjudicating the 
claim, then the plan shall do the following: 

(A) For a provider claim involving emergency service and care, the plan shall forward the claim to the appropriate 
capitated provider within ten (10) working days of receipt of the claim that was incorrectly sent to the plan. 

(8) For a provider claim that does not involve emergency service or care: (i) if the provider that filed the claim is 
contracted with the plan's capitated provider, the plan within ten (10) working days of the receipt of the claim shall 
either: (1) send the claimant a notice of denial, with instructions to bill the capitated provider or (2) forward the claim 
to the appropriate capitated provider; (ii) in all other cases, the plan within ten (10) working days of the receipt of the 
claim incorrectly sent to the plan shall forward the claim to the appropriate capitated provider. 

(3) If a claim is sent to the plan's capitated provider and the plan is responsible for adjudicating the claim, the plan's 
capitated provider shall forward the claim to the plan within ten (10) working days of the receipt of the claim· 
incorrectly sent to the plan's capitated provider. 

(4) A plan or a plan's capitated provider that denies a claim because it was filed beyond the claim filing deadline, 
shall, upon provider's submission of a provider dispute pursuant to section 1300.71.38 and the demonstration of 
good cause for the delay, accept, and adjudicate the claim according to Health and Safety Code section 1371 or 
1371.35, which ever is applicable, and these regulations. 

(5) A plan or a plan's capitated provider shall not request reimbursement for the overpayment of a claim, including 
requests made pursuant to Health and Safety Code Section 1371.1, unless the plan or the plan's capitated provider 
sends a written request for reimbursement to the provider within 365 days of the Date of Payment on the over paid 
claim. The written notice shall include the information specified in section (d)(3). The 365-day time limit shall not 
apply if the overpayment was caused in whole or in part by fraud or misrepresentation on the part of the provider. 

(c) Acknowledgement of Claims. The plan and the plan's capitated provider shall identify and acknowledge the 
receipt of each claim, whether or not complete, and disclose the recorded date of receipt as defined by section 
1300.71(a)(6) in the same manner as the claim was submitted or provide an electronic means, by phone, website, or 
another mutually agreeable accessible method of notification, by which the provider may readily confirm the plan's or 
the plan's capitated provider's receipt of the claim and the recorded date of receipt as defined by 1300.71(a)(6) as 
follows: 

(1) In the case of an electronic claim, identification and acknowledgement shall be provided within two (2) working 
days of the date of receipt of the claim by the office designated to receive the claim, or 

(2) In the case of a paper claim, identification and acknowledgement shall be provided within fifteen (15) working 
days of the date of receipt of the claim by the office designated to receive the claim . 

(A) If a claimant submits a claim to a plan or a plan's capitated provider using a claims clearinghouse, the plan's or 
the plan's capitated provider's identification and ~cknowledgement to the clearinghouse within the timeframes set 
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• 

• 
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the plan's capitated provider's receipt of the claim and the recorded date of receipt as defined by 1300.71(a)(6) as 
follows: 

(1) In the case of an electronic claim, identification and acknowledgement shall be provided within two (2) working 
days of the date of receipt of the claim by the office designated to receive the claim, or 

(2) In the case of a paper claim, identification and acknowledgement shall be provided within fifteen (15) working 
days of the date of receipt of the claim by the office designated to receive the claim . 

(A) If a claimant submits a claim to a plan or a plan's capitated provider using a claims clearinghouse, the plan's or 
the plan's capitated provider's identification and ~cknowledgement to the clearinghouse within the timeframes set 
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forth in subparagraphs (1) or (2), above, whichever is applicable, shall constitute compliance with this section. 

(d) Denying, Adjusting or Contesting a Claim and Reimbursement for the Overpayment of Claims . 

8 

(1) A plan or a plan's capitated provider shall not improperly deny, adjust, or contest a claim. For each claim that is 
either denied, adjusted or contested, the plan or the plan's capitated provider shall provide an accurate and clear 
written explanation of the specific reasons for the action taken within the timeframes specified in sections (g) and (h). 

(2) In the event that the plan or the plan's capitated provider requests reasonably relevant information from a provider 
in addition to information that the provider submits with a claim, the plan or plan's capitated provider shall provide a 
clear, accurate and written explanation of the necessity for the request. If the plan or the plan's capitated provider 
subsequently denies the claim based on the provider's failure to provide the requested medical records or other 
information, any dispute arising from the denial of such claim shall be handled as a provider dispute pursuant to 
Section 1300.71.38 of title 28. 

(3) If a plan or a plan's capitated provider determines that it has overpaid a claim, it shall notify the provider in writing 
through a separate notice clearly identifying the claim, the name of the patient, the date of service and including a 
clear explanation of the basis upon which the plan or the plan's capitated provider believes the amount paid on the 
claim was in excess of the amount due, including interest and penalties on the claim. 

(4) If the provider contests the plan's or the plan's capitated provider's notice of reimbursement of the overpayment of 
a claim, the provider, within 30 working days of the receipt of the notice of overpayment of a claim, shall send written 
notice to the plan or the plan's capitated provider stating the basis upon which the provider believes that the claim 
was not over paid. The plan or the plan's capitated provider shall receive and process the contested notice of 
overpayment of a claim as a provider dispute pursuant to Section 1300.71.38 of title 28. 
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overpayment of a claim, the provider shall reimburse the plan or the plan's capitated provider within 30 working days 
of the receipt by the provider of the notice of overpayment of a claim. 

(6) A plan or a plan's capitated provider may only offset an uncontested notice of reimbursement of the overpayment 
of a claim against a provider's current claim submission when: (i) the provider fails to reimburse the plan or the plan's 
capitated provider within the timeframe of section (5) above and (ii) the provider has entered into a written contract 
specifically authorizing the plan or the plan's capitated provider to offset an uncontested notice of overpayment of a 
claim from the contracted provider's current claim submissions. In the event that an overpayment of a claim or claims 
is offset against a provider's current claim or claims pursuant to this section, the plan or the plan's capitated provider 
shall provide the provider a detailed written explanation identifying the specific overpayment or payments that have 
been offset against the specific current claim or claims. 

(e) Contracts for Claims Payment. A plan may contract with a claims proceSSing organization for ministerial claims 
processing services or contract with capitated providers that pay claims, ("plan's capitated provider") subject to the 
following conditions: 

(1) The plan's contract with a claims processing organization or a capitated provider shall obligate the claims 
processing organization or the capitated provider to accept and adjudicate claims for health care services provided to 
plan enrollees in accordance with the provisions of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37,1371.38,1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71,1300.71.38,1300.71.4, 
and 1300.77.4 of title 28. ' 

(2) The plan's contract with the capitated provider shall require that the capitated provider establish and maintain a 
fair, fast and cost-effective dispute resolution mechanism to process and resolve provider disputes in accordance 
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1371.8 of the Health and Safety Code and secti9ns1300.71, 1300.71.38, 1300.71.4, and 1300.77.4 of title 28, unless 
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9 
the plan assumes this function. 

(3) The plan's contract with a claims processing organization or a capitated provider shall require: 

(i) the claims processing organization and the capitated provider to submit a Quarterly Claims Payment Performance 
Report ("Quarterly Claims Report") to the plan within thirty (30) days of the close of each calendar quarter. The 
Quarterly Claims Report shall, at a minimum, disclose the claims processing organization's or the capitated provider's 
compliance status with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of 
the Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 1300.77.4 of title 28; 

(ii) the capitated provider to include in its Quarterly Claims Report a tabulated record of each provider dispute it 
received, categorized by date of receipt, and including the identification of the provider, type of dispute, disposition, 
and working days to resolution, as to each provider dispute received. Each individual dispute contained in a 
provider's bundled notice of provider dispute shall be reported separately to the plan; and 

(iii) that each Quarterly Claims Report be signed by and include the written verification of a principal officer, as 
defined by section 1300.45(0), of the claims processing organization or the capitated provider, stating that the report 
is true and correct to the best knowledge and beliefof the principal officer. 

(4) The plan's contract with a capitated provider shall require the capitated provider to make available to the plan and 
the Department all records, notes and documents regarding its provider dispute resolution mechanism(s) and the 
resolution of its provider disputes. 

(5) The plan's contract with a capitated provider shall provide that any provider that submits a claim dispute to the 
plan's capitated provider's dispute resolution mechanism(s) involving an issue of medical necessity or utilization 
review shall have an unconditional right of appeal for that claim dispute to the plan's dispute resolution process for a 
de novo review and resolution for a period of 60 working days from the capitated provider'S Date of Determination, 
pursuant to the provisions of section 1300.71.38(a)(4) of title 28. 

(6) The plan's contract with a claims processing organization or the capitated provider shall include provisions 
authorizing the plan to assume responsibility for the processing and timely reimbursement of provider claims in the 
event that the claims processing organization or the capitated provider fails to timely and accurately reimburse its 
claims (including the payment of interest and penalties). The plan's obligation to assume responsibility for the 
processing and timely reimbursement of a capitated provider's provider claims may be altered to the extent that the 
capitated provider has established an approved corrective action plan consistent with section 1375.4(b)(4) of the 
Health and Safety Code. 

(7) The plan's contract with the capitated provider shall include provisions authorizing a plan to assume responsibility 
for the administration of the capitated provider's dispute resolution mechanism(s) and for the timely resolution of 
provider disputes in the event that the capitated provider fails to timely resolve its provider disputes including the 
issuance of a written decision. 

(8) The plan's contract with a claims processing organization or a capitated provider shall not relieve the plan of its 
obligations to comply with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 
of the Health and Safety Code and sections 1300.71,1300.71.38,1300.71.4, and 1300.77.4 of title 28. 

(n Disclosures. 

(1) A plan or a plan's capitated provider, with the agreement of the contracted provider, may utilize alternate 
transmission methods to deliver any disclosure required by this regulation so long as the contracted provider can 
readily determine and verify that the required disclosures have been transmitted or are accessible and the 
transmission method complies with all applicable state and federal laws and regulations. 
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10 
(2) To the extent that the Health Insurance Portability and Accountability Act of 1996, as amended, limits the 
plan's or the plan's capitated provider's ability to electronically transmit any required disclosures under this regulation, 
the plan or the plan's capitated provider shall supplement its electronic transmission with a paper communication that 
satisfies the disclosure requirements. 

(g) Time for Reimbursement. A plan and a plan's capitated provider shall reimburse each complete claim, or portion 
thereof, whether in state or out of state, as soon as practical, but no later than thirty (30) working days after the date 
of receipt of the complete claim by the plan or the plan's capitated provider, or if the plan is a health maintenance 
organization, 45 working days after the date of receipt of the complete claim by the plan or the plan's capitated 
provider, unless the complete claim or portion thereof is contested or denied, as provided in subdivision (h). 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71 (a)(9) also maintains a PPO or POS line of business, the plan shall reimburse all claims relating to 
or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
reimburse complete claims received for those services within thirty (30) working days. 

(3) If a non-contracted provider disputes the appropriateness of a plan's or a plan's capitated provider's computation 
of the reasonable and customary value, determined in accordance with section (a)(3)(8), for the health care services 
rendered by the non-contracted provider, the plan or the plan's capitated provider shall receive and process the non
contracted provider's dispute as a provider dispute in accordance with section 1300.71.38. 

(4) Every plan contract with a provider shall include a provision stating that except for applicable co-payments and 
deductibles, a provider shall not invoice or balance bill a plan's enrollee for the difference between the provider'S 
billed charges and the reimbursement paid by the plan or the plan's capitated provider for any covered benefit. 

(h) Time for Contesting or Denying Claims. A plan and a plan's capitated provider may contest or deny a claim, or 
portion thereof, by notifying the provider, in writing, that the claim is contested or denied, within thirty (30) working 
days after the date of receipt of the claim by the plan and the plan's capitated provider, or if the plan is a health 
maintenance organization, 45 working days after the date of receipt of the claim by the plan or the plan's capitated 
provider. 

(1) To the extent that a full service health care service plan that meets the definition of an HMO as set forth in 
paragraph 1300.71 (a)(9) also maintains a PPO or POS line of business, the plan shall contest or deny claims relating 
to or arising out of non-HMO lines of business within thirty (30) working days. 

(2) If a specialized health care service plan contracts with a plan that is a health maintenance organization to deliver, 
furnish or otherwise arrange for or provide health care services for that plan's enrollees, the specialized plan shall 
contest or denied claims received for those services within thirty (30) working days. 

(3) A request for information necessary to determine payer liability from a third party shall not extend the Time for 
Reimbursement or the Time for Contesting or Denying Claims as set forth in sections (g) and (h) of this regulation. 
Incomplete claims and claims for which "information necessary to determine payer liability" that has been requested, 
which are held or pended awaiting receipt of additional information shall be either contested or denied in writing 
within the timeframes set forth in this section. The denial or contest shall identify the individual or entity that was 
requested to'submit information, the specific documents requested and the reason(s) why the information is 
necessary to determine payer liability. 

(i) Interest on the Late Payment of Claims . 

(1) Late payment on a complete claim for emergency services and care, which is neither contested nor denied, shall • 
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• 
automatically include the greater of $ 15 for each 12-month period or portion thereof on a non-prorated basis, or 
interest at the rate of 15 percent per annum for the period of time that the payment is late. 

(2) Late payments on all other complete claims shall automatically include interest at the rate of 15 percent per 
annum for the period of time that the payment is late. 

11 

0) Penalty for Failure to Automatically Include the Interest Due on a Late Claim Payment as set forth in section (i). A 
plan or a plan's capitated provider that fails to automatically include the interest due on a late claim payment shall 
pay the provider $ 10 for that late claim in addition to any amounts due pursuant to section (i). 

(k) Late Notice or Frivolous Requests. If a plan or a plan's capitated provider fails to provide the claimant with written 
notice that a claim has been contested or denied within the allowable time period prescribed in section (h), or 
requests information from the provider that is not reasonably relevant or requests information from a third party that is 
in excess of the information necessary to determine payor liability as defined in section (a)(11), but ultimately pays 
the claim in whole or in part, the computation of interest or imposition of penalty pursuant to sections (i) and 0) shall 
begin with the first calendar day after the expiration of the Time for Reimbursement as defined in section (g). 

(I) Information for Contracting Providers. On or before January 1, 2004, (unless the plan and/or the plan's capitated 
provider confirms in writing that current information is in the contracted provider's possession), initially upon 
contracting and in addition, upon the contracted provider's written request, the plan and the plan's capitated provider 
shall disclose to its contracting providers the following information in a paper or electronic format, which may include 
a website containing this information, or another mutually agreeable accessible format: 

(1) Directions (including the mailing address, email address and facsimile number) for the electronic transmission (if 
available), physical delivery and mailing of claims, all claim submission requirements including a list of commonly 
required attachments, supplemental information and documentation consistent with section (a)(10), instructions for 
confirming the plan's or the plan's capitated provider's receipt of claims consistent with section (c), and a phone 

• number for claims inquiries and filing information; 

• 

(2) The identity of the office responsible for receiving and resolving provider disputes; 

(3) Directions (including the mailing address, email address and facsimile number) for the electronic transmission (if 
available), physical delivery, and mailing of provider disputes and all claim dispute requirements, the timeframe for 
the plan's and the plan's capitated provider's acknowledgement of the receipt of a provider dispute and a phone 
number for provider dispute inquiries and filing information; and 

(4) Directions for filing substantially similar multiple claims disputes and other billing or contractual disputes in 
batches as a single provider dispute that includes a numbering scheme identifying each dispute contained in the 
bundled notice. 

(m) Modifications to the Information for Contracting Providers and to the Fee Schedules and Other Required 
Information. A plan and a plan's capitated provider shall provide a minimum of 45 days prior written notice before 
instituting any changes, amendments or modifications in the disclosures made pursuant to paragraphs (I) and (o). 

(n) Notice to the Department. Within 7 calendar days of a Department request, the plan and the plan's capitated 
providers shall provide a pro forma copy of the plan's anti the plan's capitated provider's "Information to Contracting 
Providers" and "Modification to the Information for Contracting Proyiders." 

(0) Fee Schedules and Other Required Information. On or before January 1,2004, (unless the plan and/or the plan's 
capitated provider confirms in writing that current information is in the contracted provider's possession), initially upon 
contracting, annually thereafter on or before the contract anniversary date, and in addition upon the contracted 
provider's written request, the plan and the plan's capitated provider shall disclose to contracting providers the 
following information in an electronic format: 

• 
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Information. A plan and a plan's capitated provider shall provide a minimum of 45 days prior written notice before 
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(1) The complete fee schedule for the contracting provider consistent with the disclosures specified in section 
1300.75.4.1 (b); and 

12 

(2) The detailed payment policies and rules and non-standard coding methodologies used to adjudicate claims, which 
shall, unless otherwise prohibited by state law: 

(A) when available, be consistent with Current Procedural Terminology (CPT), and standards accepted by nationally 
recognized medical societies and organizations, federal regulatory bodies and major credentialing organizations; 
(8) clearly and accurately state what is covered by any global payment provisions for both professional and 
institutional services, any global payment provisions for all services necessary as part of a course of treatment in an 
institutional setting, and any other global arrangements such as per diem hospital payments, and 

(C) at a minimum, clearly and accurately state the policies regarding the following: (i) consolidation of multiple 
services or charges, and payment adjustments due to coding changes, (ii) reimbursement for multiple procedures, 
(iii) reimbursement for assistant surgeons, (iv) reimbursement for the administration of immunizations and injectable 
medications, and (v) recognition of CPT modifiers. 

The information disclosures required by this section shall be in sufficient detail and in an understandable format that 
does not disclose proprietary trade secret information or violate copyright law or patented processes, so that a 
reasonable person with sufficient training, experience and competence in claims processing can determine the 
payment to be made according to the terms of the contract. 

A plan or a plan's capitated provider may disclose the Fee Schedules and Other Required Information mandated by 
this section through the use of a website so long as the plan or the plan's capitated provider provides written notice to 
the contracted provider at least 45 days prior to implementing a website transmission format or posting any changes 
to the information on the website. 
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right conferred upon the provider or any obligation imposed upon the plan by sections 1371, 1371.1, 1371.2, 
1371.22, 1371.35, 1371.36, 1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 
1300.71.38, 1300.71.4, and 1300.77.4 of title 28, relating to claims processing or payment. Any contractual provision 
or other agreement purporting to constitute, create or result in such a waiver is null and void. 

(q) Required Reports. 

(1) Within 60 days of the close of each calendar quarter, the plan shall disclose to the Department in a single 
combined document: (A) any emerging pattems of claims payment deficiencies; (8) whether any of its claims 
processing organizations or capitated providers failed to timely and accurately reimburse 95% of its claims (including 
the payment of interest and penalties) consistent with sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 
1300.77.4 of title 28; and (C) the corrective action that has been undertaken over the preceding two quarters. The 
first report from the plan shall be due within 45 days after the close of the calendar quarter that ends 120 days after 
the effective date of these regulations. 

(2) Within 15 days of the close of each calendar year, beginning with the 2004 calendar year, the plan shall submit to 
the Director, as part of the Annual Plan Claims Payment and Dispute Resolution Mechanism Report as specified in 
section 1367(h) of the Health and Safety Code and section 1300.71.38(k) of title 28, in an electronic format (to be 
supplied by the Department), information disclosing the claims payment compliance status of the plan and each of its 
claims processing organizations and capitated providers with each of sections 1371, 1371.1, 1371.2, 1371.22, 
1371.35,1371.36,1371.37,1371.4, and 1371'.8 of the Health and Safety Code and sections 1300.71,1300.71.38, 
1300.71.4, and 1300.77.4 of title 28. The Annual Plan Claims Payment and Dispute Resolution Mechanism Report 
for 2004 shall include claims payment and dispu~e resolution data received from October 1, 2003 through September 
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30, 2004. Each subsequent Annual Plan Claims Payment and Dispute Resolution Mechanism Report shall include 
claims payment and dispute resolution data received for the last calendar quarter of the year preceding the reporting 
year and the first three calendar quarters for the reporting year . 

(A) The claims payment compliance status portion of the Annual Plan Claims Payment and Dispute Resolution 
Mechanism Report shall: (i) be based upon the plan's claims processing organization's and the plan's capitated 
provider's Quarterly Claims Payment Performance Reports submitted to the plan and upon the audits and other 
compliance processes of the plan consistent with section 1300.71.38(m) and (ii) include a detailed, informative 
statement: (1) disclosing any established or documented patterns of claims payment deficiencies, (2) outlining the 
corrective action that has been undertaken, and (3) explaining how that information has been used to improve the 
plan's administrative capacity, plan-provider relations, claim payment procedures, quality assurance system 
(process) and quality of patient care (results). The information provided pursuant to this section shall be submitted 
with the Annual Plan Claims Payment and Dispute Resolution Mechanism Report and may be accompanied by a 
cover letter requesting confidential treatment pursuant to section 1007 of title 28. 

(r) Confidentiality. 

The claims payment compliance status portion of the plan's Annual Plan Claims Payment and Dispute Resolution 
Mechanism Report and the Quarterly disclosures pursuant to section (q)(1) to the Department shall be public 
information except for information disclosed pursuant to section (q)(2)(A)(ii), that the Director, pursuant to a plan's 
written request, determines should be maintained on a confidential basis. 

(s) Review and Enforcement. 

(1) The Department may review the plan's and the plan's capitated provider's claims processing system through 
periodic medical surveys and financial examinations under sections 1380, 1381 or 1382 of the Health and Safety 
Code, and when appropriate, through the investigation of complaints of demonstrate and unjust payment patterns . 

(2) Failure of a plan to comply with the requirements of sections 1371, 1371.1, 1371.2, 1371.22, 1371.35, 1371.36, 
1371.37, 1371.4, and 1371.8 of the Health and Safety Code and sections 1300.71, 1300.71.38, 1300.71.4, and 
1300.77.4 of title 28 may constitute a basis for disciplinary action against the plan. The civil, criminal, and 
administrative remedies available to the Director under the Health and Safety Code and this regulation are not 
exclusive, and may be sought and employed in any combination deemed advisable by the Director to enforce the 
provisions of this regulation. 

(3) Violations of the Health and Safety Code and this regulation are subject to enforcement action whether or not 
remediated, although a plan's identification and self-initiated remediation of deficiencies may be considered in 
determining the appropriate penalty. 

(4) In making a determination that a plan's or a plan's capitated provider's practice, policy or procedure constitutes a 
"demonstrable and unjust payment pattern" or "unfair payment pattern," the Director shall consider the 
documentation or justification for the implementation of the practice, policy or procedure and may consider the 
aggregate amount of money involved in the plan's or the plan's capitated provider's action or inaction; the number of 
claims adjudicated by the plan or plan's capitated provider during the time period in question, legitimate industry 
practices, whether there is evidence that the provider had engaged in an unfair billing practice, the potential impact of 
the payment practices on the delivery of health care or 0f1 provider practices; the plan's or the plan's capitated 
provider's intentions or knowledge of the violation(s); the speed and effectiveness of appropriate remedial measures 
implemented to ameliorate harm to providers or patients, or to preClude future violations; and any previous related or 
similar enforcement actions involving the plan or the plan's capitated provider. 

(5) Within 30 days of receipt of notice that the Department is investigating whether the plan's or the plan's capitated 
provider's practice, policy or procedure constitutes a demonstrable and unjust payment pattern, the plan may submit 
a written response documenting that the practic~, policy or procedure was a necessary and reasonable claims 
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• 

• 
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settlement practice and consistent with sections 1371, 1371.35 and 1371.37 of the Health and Safety Code and 
these regulations . 

14 

(6) In addition to the penalties that may be assessed pursuant to section (s)(2), a plan determined to be engaged in a 
Demonstrable and Unjust Payment Pattem may be subject to any combination of the following additional penalties: 

(A) The imposition of an additional monetary penalty to reflect the serious nature of the demonstrable and unjust 
payment pattern; 

(8) The imposition, for a period of up to three (3) years, of a requirement that the plan reimburse complete and 
accurate claims in a shorter time period than the time period prescribed in section (g) of this regulation and sections 
1371 and 1371.35 of the Health and Safety Code; and 

(C) The appointment of a claims monitor or conservator to supervise the plan's claim payment activities to insure 
timely compliance with claims payment obligations. 

The plan shall be responsible for the payment of all costs incurred by the Department in any administrative and 
judicial actions, including the cost to monitor the plan's and the plan's capitated provider's compliance. 

(t) Compliance. Plans and the plans' capitated providers shall be fully compliant with these regulations on or before 
January 1, 2004 . 
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California Academy of Ophthalmology 

605 Market Street, Suite 1109 • San Francisco, CA 94105-32 B .415-777-3937, Fax 415-777-1082 
e-mail: starrs2020@aol.com, Web site: www.eyedoc.org 

June 20, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

Dear Assembly Member Chan: 

RE: SB 634 (Speier) 
CAO Position: Support 

The California Academy of Ophthalmology (CAO) has reviewed SB 634 and has adopted 
a position of "Support." This measure is being heard in the Assembly Health Committee 
on Tuesday, July 5, 2005. 

This bill will provide parity for patients and providers between the various insurance 
products regulated by both the Department of Managed Health Care (DMHC) and 
Department ofInsurance (DOl). Patients will gain a better understanding of the financial 
obligations for their health care services and ophthalmologists will clearly understand 
what they will be paid and the method and manner of that payment. 

Ophthalmologists across California wholeheartedly support these and similar continuity 
of care efforts contained in the companion measure SB 367 (Speier). 

lfwe can be of any further assistance, please contact me at (916) 446-4343. 

Sincerely, 

r~ 
Bryce W.A. Docherty 
Legislative Advocate 

cc: The Honorable Jackie Speier 
The Members of the Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 

_ Peter Anderson, Consultant, Assembly Republican Caucus 
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June 22, 2005 

The Honorable Wilma Chan 
Chair, Assembly Health Committee 
State Capitol, Room 6005 
Sacramento, CA 95814 

SUBJECT: SB 634 (Speier) - SUPPORT 

Dear Assembly Member Chan: 

• rIJ111 
CALIFORNIA 

HOSPITAL 
ASSOCIATION 

Providing Leadership in 
Health Policy and Advocacy 

The California Hospital Association (CHA), which represents more than 400 hospitals supports 
SB 634 (Speier). 

SB 634 will establish minimum claims filing deadlines to ensure provider claims are not denied 
arbitrarily by a health plan and require the disclosure of fee schedules and claims payment rules 
that are applied under a contract between health plans and providers. 

AB 1455 (Scott), enacted in 2000, established important requirements to ensure health plans pay 
claims submitted by providers promptly and fairly. Quality care and access to that care can only 
be guaranteed if health plans reimburse providers fairly. Unfortunately, AB 1455 applies only to 
Knox-Keene licensed health plans, and does not apply to PPO products licensed by the 
Department of Insurance. This bill would extend the provider and consumer protections that 
presently are applied to HMOs to health insurers regulated by the Department of Insurance. 

For the above reasons, CHA requests your "aye" vote on SB 634. 

MG:dlv 

cc: The Honorable Jackie Speier 
The Honorable Members of Assembly Health Committee 
Deborah Kelch, Consultant, Assembly Health Committee 
Peter Anderson, Consultant, Assembly Republican Caucus 

1215 K Street, Suite 800, Sacramento, CA 95814 • Telephone: 916.443.7401 • Facsimile: 916.552.7596 • www.ca1hea1th.org 

Corporate Members: Hospital Council of Northern and Centr~\'C·a\ir0Il11a" I~ospital Association of Southern California, and Healthcare Association of ~an Diego and Imperial Counties 
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