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NOTE: Asprovided in LFC poalicy, thisreport isintended for use by the standing finance committees of the
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legidature. TheLegidative Finance Committee does not assume responsibility for the accuracy of theinformation in

thisreport when used in any other situation.

Only themost recent FIR version, excluding attachments, isavailable on the Intranet. Previoudly issued FIRs and
attachments may be obtained from the LFC officein Suite 101 of the State Capitol Building North.

FISCALIMPACTREPORT

|SPONSOR: ”SPAC “DATETYPED: ||02/04/00 ||HB|

ISHORT TITLE: | Health Plan Liability Interest Payments [sB |164 & 317/SPACS

| ANALYST:[Esquibel

APPROPRIATION

Appropriation Contained Egimated Additional |mpact Recurring Fund

or Non-Rec

FY00 Fyol FY00 Fyol Affected

| NA

(Parenthesis () Indicate Expenditure Decreases)

SOURCES OF INFORMATION

NM Hedth Policy Commission
Attorney Genera's Office

Public Regulation Commission
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SUMMARY

Synopsis of SPAC Subgtitute for SB164 and SB317

The Senate Public Affairs Committee substitute for Senate Bill 164 and Senate Bill 317 mandates the timely
payment of "clean clams' submitted by a contracted provider for hedth maintenance organizations (HMOs)
by giving the provider the right to collect interest on submitted "cdlean clams' if unpaid within 30 days for
eectronicaly submitted claims, and 45 days for manualy submitted daims,

The subgtitute provides for the impogtion of smpleinterest after 30 daysiif filed ectronicaly, or 45 days if
filed manudly for unpaid cdleen dams.

The subdtitute aso delinestes the powers of the Superintendent of Insurance regarding payment of claimsto
include providing contract providers with timely access to information; implementing procedures for
submitting dlaims, formulating standard clam forms; and uniform caculation of interet.

Synopsis of Bill

SB317 mandates the timely payment of "clean clams’ submitted by a contracted provider for hedlth

mai ntenance organizations (HMOs) by giving the provider the right to collect interest on submitted "clean
cdams' if unpaid within 30 days for dectronicaly submitted clams, and 45 days or manudly submitted
dams

The bill sates that interest will be assessed at 1.5% compounded monthly after 90 days of defaullt.

The bill mandates that if the HMO is unable to determine ligbility or refuses to pay aclean clam, the provider
shdl be notified within 30 days of receipt of aclam if submitted eectronicaly, or 45 daysif submitted
manudly. The plan shdl sate the reason/s for the denid or ask for additiond information to determine
ligbility.
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The bill additiondly states there shal be no contract between the provider and hedlth plan relieving elther
party from liability for action or inaction.

Sgnificant Issues

The Attorney Generd's Office indicates SB317 would creste a safe time period wherein the HMO has no
incentive to pay clams earlier, even when possible, since interest under the provisions of the bill would not
begin accruing until after 90 days.

The Attorney Generd's Office indicates one way to frame the issuesin the bill is "Who gets the interest
income on the float?' The choices are the HMO, the health care provider, or the state treasury in the case of
the Medicaid Sdud! program. Actud processing of a"clean clam” takes, at mogt, hours.

FISCAL IMPLICATIONS

The Health Policy Commission indicates that state government (DOH, HSD, CYFD, GSD-RM, PSIA and
RHCA), as athird-party payer paying for heath services, may face interest pendty charges under the
provisons of the bill. The County Indigent Fund program may aso be ligble for interest payments.

CONFLICT/DUPLICATION/COMPANIONSHIP/RELATIONSHIP

SB317 is duplicative and inconsstent with existing law because currently the Superintendent of Insurance has
the authority to set interest rate for late payment by HMOs; and exigting law does not differentiate between
eectronic or manud hilling but does address payment of clams not paid within 45 days.

SB317 rdatesto SB164 in that SB317 imposesinterest compounded monthly after 90 days of default for
deans daims not paid within 30 daysiif filed dectronicdly, or 45 days if filed manudly; while SB164 imposes
ampleinterest after 30 daysiif filed dectronicaly, or 45 daysif filed manualy.
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TECHNICAL ISSUES

The Public Regulation Commission indicates the hbill is ambiguous as to how interest rates would be set and
under whose authority these rates would be st

RAE/gm
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