
CHAPTER 56
PROMPT PAYMENT OF CLAIMS

41-5601. DEFINITIONS. As used in this chapter:

(1) "Beneficiary" means a policyholder, subscriber, member, employer
or other person who is eligible for benefits under a contract providing hos-

pital, surgical, or medical expense coverage or a managed care organization
policy or agreement under which a third party payer agrees to reimburse for
covered health care services rendered to beneficiaries in accordance with

the benefits contract.

(2) "Complete application", means that a practitioner's or

facility's credentialing application to an insurer does not omit any

information which is clearly required by the application form and the
accompanying instructions. If an insurer determines that the
credentialing application is not complete, the insurer shall notify
the practitioner or facility in writing of all deficiencies not later

than twenty-one days after the contracting entity receives the form.

(3) "Credentialing" means the collection, verification, review,

and assessment of whether a practitioner or facility meets relevant
licensing, education, training and other requirements established by

an insurer.

(4) "Date of payment" means the date the payment is sent as

indicated by the mail stamp on the envelope, by the insurer to the
practitioner or facility or to the beneficiary in the event there is not a

contract for direct payment by the insurer to the practitioner or

facility, or, in the event of a wire or other electronic funds transfer,

upon acceptance by the insurer's bank of a payment order.

4-3-}- (5) "Department" means the department of insurance .

-W- (6) "Director" means the director of the department of

insurance.

(7) "Electronic claim" means a claim that is transmitted through

the use of electronic media, which includes the internet, extranet,
leased lines, dial-up lines, private networks, and those transmissions
that are physically moved from one (1) location to another using magnetic
tape, disk or compact disk media. The claim shall contain the proper

format and code sets in accordance with the applicable implementation

specifications under 45 CFR 160 et seq. , and 45 CFR 162 et seq.

(8) "Insurer" means any insurer that sells hospital,
Medical long-term care, or vision insurance policies or certificates

and managed care organizations. For the purpose of this chapter only,
"insurer" also includes a third party administrator who makes payments

to beneficiaries, practitioners or facilities on behalf of an insurer

and a hospital or professional service corporation that provides
hospital, medical, long-term care or vision health care services.
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(9) "Practitioner or facility" means any physician, hospital or
other person or facility licensed or otherwise authorized to furnish
health care services.

-W- (10) "Receipt of claim" means the date the claim is actually

received by the insurer from the practitioner or facility or the
beneficiary.

(11) "Submission of claim" means the date the claim is sent

as indicated by the mail stamp on the envelope, by the beneficiary,

practitioner or facility, to the insurer or the date an electronic
claim is transmitted to an insurer.

41-5602. PROMPT PAYMENT OF CLAIMS. (1) Except as otherwise specifi-

cally provided in this chapter, an insurer shall process a claim for payment
for health care services rendered by a practitioner or facility to a benefi-
ciary in accordance with this section.

(2) If a beneficiary, practitioner or facility submits an
electronic claim to an insurer within thirty (30) days of the date on

which service was delivered, an insurer shall pay or deny the claim not

later than thirty (30) days after receipt of the claim.

(3) If a beneficiary, practitioner or facility submits a paper
claim for payment to an insurer within forty-five (45) days of the date

on which service was delivered, an insurer shall pay or deny the claim
not later than forty-five (45) days after receipt of the claim.

(4) If an insurer denies the claim or needs additional
information to process the claim, the insurer shall notify the
practitioner or facility and the beneficiary in writing within thirty

(30) days of receipt of an electronic claim or within forty-five (45)
days of receipt of a paper claim. The notice shall state why the
insurer denied the claim.

(5) If the claim was denied because more information was required

to process the claim, the notice shall specifically describe all
information and supporting documentation needed to evaluate the claim

for processing. If the practitioner or facility submits the information
and documentation identified by the insurer within thirty (30) days of

receipt of the written notice, the insurer shall process and pay the
claim within thirty (30) clays of receipt of the additional information

or, if appropriate, deny the claim.

(6) Any claim submitted pursuant to this chapter shall use the

current procedural terminology (CPT) code in effect, as published by
the American medical association, the international classification of
disease (ICD) code in effect, as published by the United States

department of health and human services, or the healthcare common

procedural coding system (HCPCS) code in effect, as published by the
United States centers for Medicaid and Medicare services (CMS).

-2-

0048().()()01.12134890.1



(7) This chapter shall not apply to claims submitted under

policies or certificates of insurance for specific disease, hospital
confinement indemnity, accident-only, credit, medicare supplement,

disability income insurance, student health benefits only coverage

issued as a supplement to liability insurance, worker's compensation or
similar insurance, automobile medical payment insurance or nonrenewable

short-term coverage issued for a period of twelve (12) months or less.

(8) Where the payment of any claim is dependent or conditioned

upon the insurer credentialing a practitioner or facility, the insurer
shall make a determination approving or denying a credentialing

application no later than sixty (60) days after receiving a complete
application from a practitioner or facility. Once a credentialing
application is approved, payments for claims shall be made for all
claims relating back to the date of submittal of a completed

application.

-3-

00480.0001.12134890.1


