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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 933 *%5”

| NTRODUCED BY LENTZ, CALTAG RONE, COHEN, CRElI GHTQON, JOSEPHS,
KING KORTZ, MAHONEY, SANTONI, MILVAINE SMTH, K SM TH AND
YOUNGBLOOD, MARCH 29, 2007
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AN ACT

Regul ating contracts between managed care plans and
participating providers; and providing for an admnistrative

penal ty.
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Section 15. Rules and regul ati ons.
Section 16. Effective date.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Managed Care
Plan and Participating Provider Contracting Act.
Section 2. Declaration of policy.
The CGeneral Assenbly finds and declares as foll ows:

(1) An equitable and understandabl e contracting
environnment is essential to the financial stability of this
Commonweal th' s managed care plans and health care providers
and ultimately to the well-being of patients and consuners.

(2) Changes in the |ast decade in this Conmonweal th's
heal th care market pl ace have resulted in a shifting bal ance
of power, | eaving managed care plans with the |l everage to
drive the contracting process.

(3) This act is intended to protect the health and
wel fare of this Comonweal th's health care consuners by
ensuring that nanaged care plans enter into contracts with
physi ci ans and ot her health care providers that are equitable
and reasonabl e, provide both parties with clearly articul ated
and wel | -defined terns and paraneters and assure the |ong-
termfinancial viability of both the plans and providers.

(4) The General Assenbly declares that this act is a
necessary and proper exercise of the authority of the
Commonweal th to protect the public health and to regulate the
busi ness of insurance and the practice of nedicine and ot her
heal t h prof essi ons.

Section 3. Definitions.
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The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"CPT codes.” Current Procedural Term nol ogy codes
established by the American Medical Association or the Centers
for Medicare and Medicaid Services.

"Departnment.” The Insurance Departnent of the Conmonweal t h.

"Enrollee.” A policyhol der, subscriber, covered person,
covered dependent or spouse or other person who is entitled to
receive health care benefits froma managed care plan subject to
this act.

"Health care provider." A physician or other health care
prof essional who is |icensed or certified and regul ated by the
Commonweal th to provide health care services to health care
consuners and who enters into contracts with nanaged care plans.
The termincludes a physician, podiatrist, optometrist,
psychol ogi st, physical therapist, certified nurse practitioner,
regi stered nurse, nurse mdw fe, physician assistant,
chiropractor, dentist, pharnacist and professional who provides
behavi oral health services. The termal so includes an integrated
delivery systemin the context of its contractual relations with
managed care pl ans.

"Health care service." A covered diagnostic or therapeutic
service, surgical procedure, nedical supplies, equipnent, drugs
or biologics, adm ssion to a health care facility or other
service, including behavioral health service, that is
prescribed, proposed or provided by a health care provider to

the enroll ee of a managed care pl an.
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"H PAA." The Health Insurance Portability and Accountability
Act of 1996 (Public Law 104-191, 110 Stat. 1936).

"Integrated delivery system or "IDS." A partnership,
associ ation, corporation or other legal entity that:

(1) enters into a contractual arrangenent with a managed
care plan;

(2) enploys or has contracts with its participating
provi ders;

(3) agrees under its arrangenents with the managed care
plan to provide or arrange for the provision of a defined set
of health care services to the plan's enrollees principally
through its participating providers; and

(4) assunes sone responsibility for di sease managenent
progranms, quality assurance, utilization review,
credentialing, provider relations or related functions.
"Managed care organi zation."™ An entity that operates a

managed care plan under any of the foll ow ng:

(1) The act of May 17, 1921 (P.L.682, No.284), known as
The | nsurance Conmpany Law of 1921, including section 630,
relating to preferred provider organi zations, and Article
XXI'V, relating to fraternal benefit societies.

(2) The act of Decenber 29, 1972 (P.L.1701, No.364),
known as the Heal th M ntenance Organi zation Act.

(3) 40 Pa.C.S. Ch. 61 (relating to hospital plan
cor porations).

(4) 40 Pa.C.S. Ch. 63 (relating to professional health
services plan corporations).

The termincludes an entity, including a nunicipality, whether
i censed or unlicensed, that contracts with or functions as a

managed care plan to provide health care services to enroll ees.
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"Managed care plan.” A health plan that integrates the
financing and delivery of health care services to enrollees
t hrough contractual agreenents with health care providers and
may of fer financial incentives for enrollees to use certain
services within the plan or to use contracted health care
provi ders rather than providers who do not contract with the
pl an. The termincludes a person or organization that contracts
with health care providers to render health care services to
enrol |l ees of the plan or otherw se act on behalf of the plan,
including, but not limted to, a nanaged care organi zati on t hat
operates the plan and the plan's network adm ni strator. The term
does not include an ancillary service plan or an indemity
service plan that is primarily fee for service and does not
require prior authorization, mandatory second opi nions or does
not conduct concurrent or retrospective utilization review.

"Managed care plan contract.”" A witten agreenent between a
health care provider and a nmanaged care plan or network
adm nistrator for a managed care plan that establishes the
responsi bilities and obligations of the parties to each other
and to the enrollees of the plan. The termincl udes al
attachments and appendi ces to the contract and ot her docunents
that are referred to in the agreenent that nay affect the health
care provider's ability to nake an i nfornmed decision and may
pronpt the provider to seek additional information or
clarification fromthe health plan before entering into the
contract. The term does not include an enpl oynent contract
bet ween a managed care organi zation or a managed care plan and
heal th care provider.

"Network adm nistrator.” A person or organi zation that

provi des a network of participating health care providers to a
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managed care plan. The termincludes an integrated delivery
systemin the context of a contractual rel ationship between the
integrated delivery systemand its participating health care
provi ders.

"Participating provider.” A health care provider that enters
into a contract with a managed care pl an.

Section 4. Good faith negotiations.

(a) GCeneral rule.--A managed care plan shall negotiate the
terms of any contract in good faith with any health care
provi der.

(b) Review period.--A health care provider shall have the
right of at |east 60 days fromreceipt to review any nanaged
care plan contract and anmendnents thereto before execution of
the contract or anendnents is required and before revisions to
an existing contract becone effective.

(c) Contract docunents.--A managed care plan shall:

(1) Supply copies of every appendi x, attachnent or other
docunent referred to in the contract to allow the health care
provi der to make an infornmed decision whether to enter into
t he contract.

(2) Send these materials with proposed contracts to
heal th care providers.

(3) In the event any naterials are mssing or a health
care provider requests supplenmentary information, supply the
materials within seven busi ness days of the request.

(d) Proprietary materials.--No managed care plan may be
required to give a health care provider any proprietary
mat eri als the disclosure of which would harmthe plan's
conpetitive or financial position in the marketpl ace.

(e) Reasonable contract terns.--No managed care plan may

20070H0933B1099 - 6 -
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include in any contract terns or conditions to which a
reasonabl e and prudent health care provider woul d not agree.

(f) Required appendices. --Each managed care plan contract
shal | include appendi ces that define:
(1) The nmanaged care plan's responsibilities under the
act of May 17, 1921 (P.L.682, No.284), known as The | nsurance
Conmpany Law of 1921.
(2) Key ternms and phrases in the contract.
(3) The diagnostic and therapeutic services that the
pl an commonly aut hori zes.
(4) The prescription drug formularies commonly used by
t he managed care plan or its pharmacy benefit manager.
Section 5. Contract standards.

A managed care plan contract shall adhere to the follow ng
m ni mum standards to facilitate review by and negotiation with
heal th care providers:

(1) The nanaged care plan contract shall be in plain
English and readily understandable to the average reasonabl e
physi ci an or other health care provider.

(2) The nmanaged care plan contract shall explicitly
define the managed care plan's responsibilities to the health
care provider, the provider's responsibilities to the plan
and their joint responsibilities to nanaged care plan
enrol | ees.

(3) The nanaged care plan contract or its cover
materials shall clearly and conspicuously disclose to the
heal th care provider the nanes, tel ephone nunbers, facsimle
nunbers and e-mai|l addresses of managed care plan officials
who can supply the materials necessary to answer any

guestions in order to make an informed decision about whet her
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to enter into the contract.

(4) The nmanaged care plan contract shall include an
i ndemni fication clause that commts a participating provider
to indemmify the plan in the event of any liability claimand
shall clearly state that each party is fully responsible and
liable for its own actions.

(5) The nmanaged care plan contract shall state that the
managed care plan may not use a health care provider's
agreenent to the contract to represent that provider as a
menber of any network other than the one commtted to in the
agr eenent .

(6) The nanaged care plan contract shall state that the
managed care plan nmay not conpel a health care provider to
enter into an exclusive contract that precludes the provider
fromentering into an agreenment with other entities.

(7) The nmanaged care plan contract shall not exceed one
year in duration and may be renewed automatically only if the
managed care plan notifies the participating provider of the
pendi ng renewal 60 days prior to the renewal date. The
managed care plan contract may renew automatically under the
same terns and conditions if the health care provider does
not respond to the managed care plan's rem nder notice within
t he 60-day peri od.

(8) The nmanaged care plan contract shall include an
appeal process for health care providers to seek
reconsi deration of any decision by the managed care plan to
term nate the contract for cause. To ensure appropriate
continuity of care for enrollees, the nanaged care plan
contract shall define the obligations of the nanaged care

plan and the health care providers to enrollees after the
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term nation date of the contract. The managed care pl an
contract shall notify enrollees of the term nation of any
contract with a health care provider.

Section 6. Determnation of eligibility and covered services.

1

2

3

4

5 (a) General rule.--A managed care plan shall quickly and

6 efficiently determne an enrollee's eligibility for coverage and
7 reinbursenent of health care services by the plan.

8 (b) Eligibility information system--A nanaged care pl an

9 shall provide information systens that allow participating

10 providers to determine an enrollee's eligibility for services

11 that include either a toll-free hotline or a secure Internet

12 website.

13 (c) Erroneous statenent of eligibility.--

14 (1) |If a managed care plan erroneously infornms a

15 participating provider that a person is enrolled and eligible
16 for services when in fact the person is not, the managed care
17 pl an shall reinburse the provider for all covered services

18 rendered up to the tinme that the plan notifies the provider
19 and nonenrol | ed person of the error.

20 (2) The nanaged care plan may not bear any financial

21 responsi bility for services that the participating provider
22 renders to the nonenrolled person after the date of

23 noti fication.

24 (3) The health care provider may bill the forner

25 nonenrol | ed person for these services.

26 (d) Medical necessity.--A nanaged care plan shall adopt and

27 maintain a definition of "nedical necessity" as health care

28 services or products that a prudent physician would provide to a
29 patient for the purposes of preventing, diagnosing or treating
30 an illness, injury, disease or its synptons in a manner that is
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1 in accordance with generally accepted standards of nedi cal

2 practice and clinically appropriate in terns of type, frequency,
3 extent, site and duration.

4 Section 7. Health care provider credentialing.

5 (a) Timng.--

6 (1) A managed care plan shall conplete the credentialing
7 of a health care provider or health care facility within 45
8 days or less of receipt of a conpleted application.

9 (2) The nanaged care plan shall notify applicants of any
10 di screpanci es and om ssions in their application and

11 supporting docunentation within five busi ness days of receipt
12 of such application and shall expedite consideration of the
13 corrected application upon receipt.

14 (3) The nmanaged care plan may not recredential health
15 care providers nore frequently than is consistent with the
16 standards for health plan credentialing of participating

17 physi ci ans established by the National Committee for Quality
18 Assur ance.

19 (4) The nmanaged care plan shall conplete any
20 recredentialing of a health care provider under contract
21 wi thin 45 days.
22 (b) dains during credentialing.--
23 (1) A nmanaged care plan shall agree to nake retroactive
24 rei nbursenent for any clains that a participating provider
25 incurs during the credentialing process when the provider is
26 successfully credentialed by the plan.
27 (2) During the credentialing process, health care
28 provi ders may not submit their clains for health care
29 services provided to enrollees until credentialing is
30 conpl et ed.
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1 (3) If the health care provider or health care facility
2 does not successfully conplete the credentialing process,

3 nei ther the managed care plan nor its enrollee bear financial
4 responsi bility for any pendi ng cl ai ns.

5 Section 8. Health care provider claimsubm ssion.

6 (a) daimform--

7 (1) A managed care plan contract shall require health

8 care providers to submt clains on the Health Care Financing
9 Adm ni stration Form 1500 or its successor, as defined by the
10 Centers for Medicare and Medicaid Services.

11 (2) No managed care plan may require health care

12 providers to submt clains electronically unless the plan

13 offers the appropriate tools and infrastructure to facilitate
14 el ectronic clains subm ssion.

15 (b) Erroneous paynents. --

16 (1) No managed care plan may wi thhold future

17 rei nbursenent as a nmeans to recoup paynents believed to have
18 been made in error.

19 (2) A managed care plan shall establish, disclose in
20 contracts and include in provider procedure or policy manual s
21 the adm ni strative process by which the plan nmay chal |l enge
22 and seek to recover potentially erroneous paynents to health
23 care providers.
24 (3) A managed care plan shall disclose its intent to
25 chal l enge a potentially erroneous paynment within 180 days of
26 the date of the paynent.
27 (4) A managed care plan that seeks to recoup
28 over paynments made to a health care provider shall conplete
29 its adm nistrative procedures and allow the provider to
30 conpl ete avail abl e appeal procedures within 90 days of the

20070H0933B1099 - 11 -



1 date it notifies the provider of its intent to seek

2 remuner ati on.

3 (5) For any anmount in excess of $10,000, a nanaged care
4 plan shall allow the provider to reinburse the plan in

5 install ments over not nore than three years.

6 (c) Fraud.--Subsections (a) and (b) shall not apply where

7 the managed care plan suspects fraud, illegality or other

8 nmalfeasance regarding clains submtted and paynents nade.

9 (d) daimperiod.--

10 (1) A managed care plan may conpel health care providers
11 to submt clains or encounter data to the plan w thin not

12 | ess than 180 days nor nore than 360 days fromthe date of
13 servi ce.

14 (2) The nmanaged care plan and the enrollee shall not be
15 financially responsible for clains that a health care

16 provi der does not submit within the claimperiod.

17 Section 9. Reinbursenent.

18 (a) Required disclosures.--A managed care plan contract

19 shall disclose the follow ng information about potenti al
20 reinbursenents:
21 (1) (i) The actuarial assunptions upon which capitated
22 paynents to primary health care providers and, if
23 appl i cabl e, specialists are cal culated and a nechani sm
24 for health care providers to challenge or question the
25 assunpti ons.
26 (ii) For each capitated health care provider, the
27 heal th plan shall cal cul ate and nmake its per-nmenber-per-
28 nmont h rei nbursenment to the provider for any enroll ee who
29 sel ects that provider.
30 (i) The reinbursenent shall be based on the day

20070H0933B1099 - 12 -
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that the enrollee enrolls in the plan, selects that
provi der and the nmenber or enployer pays premuns to the
heal t h pl an.

(iv) At notine may a health plan, as part of any
capitated agreenment with the health care provider, delay
per - menber - per - nont h paynments to the provider for any
enrollee until the enrollee actually begins to utilize
heal th care services.

(2) For health care providers who commonly partici pate

with and are paid by Medicare:

(i) A statenent of how the managed care plan's
rei nbursenent conpares to Medi care rei nbursenment for the
heal th care providers.

(ii) A table that contains the ten nost comonly
subm tted eval uati on and managenent current procedura
term nol ogy codes, if applicable, and the ten nost
commonly subm tted noneval uati on and managenent CPT
codes, showi ng Medi care's average rei nmbursenent for that
year and the nmanaged care plan's actual reinbursenent for
t hose codes, to facilitate a direct comparison

(3) Upon request, the managed care plan shall disclose

to a health care provider its range of paynents for the 100

CPT codes nost commonly submitted in the health care

provider's field of practice.

(b)

CPT codes. --

(1) A managed care plan shall abide by the CPT codes,

nodi fiers and definitions as established by the Anerican

Medi cal Association or the Centers for Medicare and Medi cai d

Servi ces.

(2) No managed care plan may arbitrarily alter the CPT

20070H0933B1099 - 13 -



code on a submtted claimor bundle nultiple CPT codes into

one code to reduce reinbursemnent.

Section 10. Administrative policies and procedures.

(a) Duty to make available.--Wthin ten days of execution of
a contract wwth a health care provider, a managed care pl an
shall nmake available all of its admnistrative policy and
procedure manual s, including, but not limted to:

(1) Coverage policies and technol ogy assessnents of
speci fic diagnostic or therapeutic services, drugs or

bi ol ogi cs, devices or nedical supplies or equi pnent.

(2) Mechanisns for resolving adm nistrative or clinica

di sputes and opportunities for participating in plan

governance by participating providers.

(3) Health care provider peer review, quality assurance
and credentialing prograns.

(b) Managed care plan contracts.--A managed care pl an
contract shall describe the plan's policies and procedures as
they relate to the plan's relationship with its health care
provi ders. The managed care plan shall make avail able to any
heal th care provider considering a contract copies of procedure
or policy manuals typically made available to participating
provi ders.

Section 11. Dispute resolution.

(a) Arbitration.--No nanaged care plan nay conpel a health
care provider to accept arbitration as the sole or primry nmeans
of dispute resolution between the parties. A contract may
provide for arbitration as an option for dispute resolution
avai lable to the parties only when there is joint consent and
the contract describes all of the foll ow ng:

(1) The circunstances in which arbitration is an option.
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(2) The procedures to seek an arbitration.

(3) The process for selecting a certified arbitrator.

(4) How the parties would share the costs of the
arbitration.

(b) Informal dispute resolution.--

(1) A managed care plan and a health care provider may
agree to an informal dispute resolution systemfor the review
and resol ution of disputes between the managed care plan and
heal th care provider.

(2) Disputes that may be handled informally include
deni al s based on procedural errors and adm nistrative denials
involving the level or types of health care service provided.

(3) The informal dispute resolution system shall be set
forth in the managed care plan contract and shall be
impartial, include specific and reasonable tine franes in
which to initiate appeals, receive witten informtion,
conduct hearings, render decisions and provide for final
revi ew and determ nation of disputes.

(4) An alternative dispute resolution system may not be
used for any external grievance filed by an enroll ee.

Section 12. Business lines.

No managed care plan may conpel a health care provider to
participate in all of the managed care plan's business |ines. A
managed care plan shall differentiate between its business |ines
in each contract and give health care providers the opportunity
to affirmatively choose or defer participation in any particul ar
busi ness |ine without penalty.

Section 13. HI PAA conpli ance.
A managed care plan contract shall delineate the obligations

of each party to conply with the terns of H PAA and shall state
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1 that the managed care plan and the health care provider are

2 covered entities under the terns of H PAA and shall conply with
3 HPAA or any nore restrictive |law of this Conmonweal t h.

4 Section 14. Penalty.

5 In addition to any other renedy available at law or in

6 equity, the departnent may assess an administrative penalty for
7 aviolation of this act. The penalty shall not exceed $5, 000 per
8 wviolation.

9 Section 15. Rules and regulations.
10 The departnent may pronul gate rules and regul ations to
11 admnister and enforce this act.
12 Section 16. Effective date.
13 This act shall take effect in 60 days.
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