


South Carolina General Assembly
126th Session, 2025-2026

H. 3566

STATUS INFORMATION

General Bill
Sponsors: Rep. Garvin
Document Path: LC-0117SA25.docx

Prefiled in the House on December 12, 2024
Currently residing in the House Committee on Labor, Commerce and Industry

Summary: Fair Claims Accountability Act


HISTORY OF LEGISLATIVE ACTIONS

	Date	Body	Action Description with journal page number	
	12/12/2024	House	Prefiled
 
	12/12/2024	House	Referred to Committee on Labor, Commerce and Industry

View the latest  legislative information  at the website


VERSIONS OF THIS BILL

12/12/2024












A bill

TO AMEND THE SOUTH CAROLINA CODE OF LAWS by ENACTing THE “FAIR CLAIMS ACCOUNTABILITY ACT” BY ADDING SECTION 37‑4‑305 SO AS TO ESTABLISH THE HEALTHCARE CLAIMS CONSUMER ASSISTANCE PROGRAM (“H‑CAP”) AND PROVIDE THAT A HEALTH PLAN OR INSURER IN THIS STATE MAY NOT WRONGFULLY DENY OR INSUFFICIENTLY COVER A VALID CONSUMER INSURANCE CLAIM.

[bookmark: ew_624a0a4c5]Be it enacted by the General Assembly of the State of South Carolina:

[bookmark: bs_num_1_a563d0375][bookmark: citing_act_5ad687398]SECTION 1.	This act may be cited as the “Fair Claims Accountability Act.”

[bookmark: bs_num_2_0f1df8e9e][bookmark: dl_5006e73f6]SECTION 2.	Chapter 4, Title 37 of the S.C. Code is amended by adding:

[bookmark: ns_T37C4N305_7bbeefd07][bookmark: ss_T37C4N305SA_lv1_5ef3ed237]	Section 37‑4‑305.	(A)(1) The Healthcare Claims Consumer Assistance Program (“H‑CAP”) is established within the Department of Consumer Affairs to provide support for consumers, including prospective consumers, of health insurance and to customer assistance programs and public and private health insurance assistance programs.
[bookmark: ss_T37C4N305S2_lv2_5e5225fc2]		(2) The services provided by H‑CAP may include:
[bookmark: ss_T37C4N305Sa_lv3_40e7e8183]			(a) assisting consumers with filing complaints and appeals with a group health plan, health insurance carrier, or independent review organization and providing information about the internal and external appeal and grievance processes of a group health plan, health insurance carrier, or independent review organization;
[bookmark: ss_T37C4N305Sb_lv3_b6a9c075e]			(b) assisting consumers and health plans or insurers to settle health insurance conflicts, disputed claims, and claim denials;
[bookmark: ss_T37C4N305Sc_lv3_8c724f159]			(c) collecting, tracking, and quantifying inquiries regarding health insurance and problems encountered by consumers;
[bookmark: ss_T37C4N305Sd_lv3_bdeb53975]			(d) educating consumers on their rights and responsibilities with respect to health insurance coverage;
[bookmark: ss_T37C4N305Se_lv3_92fda30d1]			(e) assisting consumers with obtaining health insurance coverage by providing information, referrals, or other assistance;
[bookmark: ss_T37C4N305Sf_lv3_0fc45f9ae]			(f) assisting with obtaining federal health insurance premium tax credits under Section 368 of the United States Internal Revenue Code of 1986, as amended; and
[bookmark: ss_T37C4N305Sg_lv3_6f7e56612]			(g) providing information to the public about the services of H‑CAP through a comprehensive outreach program and a toll‑free telephone number.
[bookmark: ss_T37C4N305SB_lv1_c3b2c2d84]	(B) All health plans and insurers in this State are required to place a prominent, plain‑language notice about H‑CAP assistance on the front page of all health insurance explanation of benefits, denials, or other plan‑related communications.
[bookmark: ss_T37C4N305SC_lv1_6dff85b4a]	(C) The Department of Consumer Affairs is authorized to contract with a nonprofit, independent health insurance consumer assistance entity, which may not be a health plan or insurer or affiliate thereof, to operate the consumer assistance program.
[bookmark: ss_T37C4N305SD_lv1_e68e4c602]	(D) The H‑CAP shall work with the department to fulfill the data collection and reporting requirements set forth in this section.
[bookmark: ss_T37C4N305SE_lv1_53cfc6e9c]	(E) It is unlawful for a health plan or insurer in this State to wrongfully deny or insufficiently cover a valid consumer insurance claim. The department is authorized to take disciplinary measures, including the imposition of civil penalties and awarding of damages against injured consumers, against a licensee when the department determines that the licensee has committed an act or omission constituting grounds for disciplinary action, as specified. The department also may refer violations to the Attorney General for civil enforcement under South Carolina consumer protection and insurance laws.
[bookmark: ss_T37C4N305SF_lv1_1c98c3223]	(F) In the event that the department or a court finds that a health plan or insurer has wrongfully denied or insufficiently covered a valid consumer insurance claim:
[bookmark: ss_T37C4N305S1_lv2_04bfdd1e1]		(1) The health plan or insurer is automatically liable to pay the policyholder double the amount it is found to have wrongfully denied or insufficiently covered plus all reasonable attorney’s fees incurred to pursue a regulatory complaint or litigation for the pursuit of action against the health plan or insurer.
[bookmark: ss_T37C4N305S2_lv2_3c16d15cd]		(2) The department or a court may assess an additional amount in damages to the health plan or insurer, the entirety of which must be paid to the policyholder, if the department or a court assesses that the harm to the policyholder caused by the wrongful claim denial is severe. When assessing an additional amount in damages against a health plan or insurer, the department or a court shall determine the appropriate amount in damages payable to the policyholder based on one or more factors, as applicable, including:
[bookmark: ss_T37C4N305Sa_lv3_eb3b21cbc]			(a) the nature, scope, and gravity of the violation;
[bookmark: ss_T37C4N305Sb_lv3_999300ba6]			(b) the severity of the potential harm to the policyholder in terms of loss of life, loss of health, emotional distress, or financial harm;
[bookmark: ss_T37C4N305Sc_lv3_e3938a854]			(c) the nature and extent to which the plan cooperated with the department;
[bookmark: ss_T37C4N305Sd_lv3_ad62e23f8]			(d) the nature and extent to which the plan aggravated or mitigated any injury or damage caused by the violation; and
[bookmark: ss_T37C4N305Se_lv3_bf155d351]			(e) the nature and extent to which the plan has taken corrective action to ensure the violation will not recur.
[bookmark: ss_T37C4N305SG_lv1_5678dc1b2][bookmark: ss_T37C4N305S1_lv2_eeadb9183]	(G)(1) The department, after appropriate notice and opportunity to remedy violations, is authorized to issue a civil penalty of up to twenty‑five thousand dollars for each violation to a health plan or insurer in this State, who wrongfully denied a valid consumer insurance claim or insufficiently covers a valid consumer insurance claim.
[bookmark: ss_T37C4N305S2_lv2_d97de8b4d]		(2) The department is authorized to issue additional penalties to the health plan or insurer if it is found to be continuously violating coverage laws in this State.
[bookmark: ss_T37C4N305S3_lv2_57e0d839d]		(3) When assessing penalties against a health plan or insurer, the department shall determine the appropriate amount of the penalty for each violation of this section based upon one or more factors including, but not limited to, the following:
[bookmark: ss_T37C4N305Sa_lv3_be374444d]			(a) the nature, scope, and gravity of the violation;
[bookmark: ss_T37C4N305Sb_lv3_b0671df12]			(b) the good or bad faith of the health plan or insurer;
[bookmark: ss_T37C4N305Sc_lv3_31edbcfb8]			(c) the health plan or insurer’s history of violations;
[bookmark: ss_T37C4N305Sd_lv3_b2bedbc1a][bookmark: open_doc_here]			(d) the wilfulness of the violation;
[bookmark: ss_T37C4N305Se_lv3_c07d7fedd]			(e) whether the violation is an isolated incident;
[bookmark: ss_T37C4N305Sf_lv3_078e27d7e]			(f) the nature and extent to which the health plan or insurer cooperated with the department;
[bookmark: ss_T37C4N305Sg_lv3_29835a6bc]			(g) the nature and extent to which the health plan or insurer aggravated or mitigated any injury or damage caused by the violation;
[bookmark: ss_T37C4N305Sh_lv3_4cfa8523d]			(h) the nature and extent to which the health plan or insurer has taken corrective action to ensure the violation will not recur;
[bookmark: ss_T37C4N305Si_lv3_47c3947fd]			(i) the financial status of the health plan or insurer including reserves, financial solvency, revenues in excess of expenditures and other factors relating to the financial status of the domestic corporation and any parent company, subsidiary, affiliate, or other financially connected entity, if any;
[bookmark: ss_T37C4N305Sj_lv3_4d102cd31]			(j) the financial cost of the health care service that was denied, delayed, or modified, including whether the penalty is commensurate with or exceeds the avoided cost based on the number of enrollees estimated to be affected;
[bookmark: ss_T37C4N305Sk_lv3_7e7ecf6eb]			(k) the number of enrollees estimated to be affected;
[bookmark: ss_T37C4N305Sl_lv3_40f5542a5]			(l) the frequency of the violation based on the number of days for a continuous violation or the estimated number of incidents with potential harm to enrollees;
[bookmark: ss_T37C4N305Sm_lv3_017317b0f]			(m) the severity of the potential harm in terms of loss of life, loss of health, emotional distress, or financial harm to the enrollee; and
[bookmark: ss_T37C4N305Sn_lv3_4b24c1246]			(n) the amount of the penalty necessary to deter similar violations in the future.
[bookmark: ss_T37C4N305SH_lv1_d84c0d313]	(H) The department, after appropriate notice and opportunity to remedy violations, by order, may suspend or revoke any license issued to a health plan or insurer, or assess administrative penalties if the department determines that the licensee has committed any of the acts or omissions constituting a violation of this section.
[bookmark: ss_T37C4N305SI_lv1_77cc19b00]	(I) Beginning January 1, 2026, and every year thereafter, the penalty amounts specified in this section must be adjusted based on whichever is the higher of:
[bookmark: ss_T37C4N305S1_lv2_182a3dd68]		(1) the average rate of change in premium rates for the individual and small group markets, weighted by enrollment since the previous adjustment; or
[bookmark: ss_T37C4N305S2_lv2_a976c99ce]		(2) adjustment based on inflation.
[bookmark: ss_T37C4N305SJ_lv1_7fe31bdc1][bookmark: ss_T37C4N305S1_lv2_2792b3631]	(J)(1) The department shall keep records of wrongful claim denials brought to H‑CAP and require private health plans and insurers to disclose data on denied claims to the department including, but not limited to:
[bookmark: ss_T37C4N305Sa_lv3_47b752156]			(a) number, percentage, and type of denied claims; and
[bookmark: ss_T37C4N305Sb_lv3_d9e855b1f]			(b) number, percentage, and type of wrongfully denied claims.
[bookmark: ss_T37C4N305S2_lv2_8baf02ac9]		(2) The department shall require private health plans and insurers to provide required data in a machine‑readable file.
[bookmark: ss_T37C4N305S3_lv2_b52c02ad2]		(3) The department is authorized to investigate health plans and insurers for violations of coverage laws.
[bookmark: ss_T37C4N305S4_lv2_94ebddc9f]		(4) If upon review a health plan or insurer is found to be in violation of coverage laws in more than the median percentage of wrongful denials in the previous year, the department shall review violations considering one or more factors enumerated in subsection (G)(3). The department shall report these violations to the Attorney General, Governor, and the majority and minority leaders of both chambers of the General Assembly.
[bookmark: ss_T37C4N305SK_lv1_2a7cebd98][bookmark: ss_T37C4N305S1_lv2_d1a791280]	(K)(1) Beginning on January 1, 2026, and every year thereafter, the department is required to report to the state Attorney General, Governor, and minority and majority leaders in both chambers of the General Assembly, and publish a report to its public website, with data on:
[bookmark: ss_T37C4N305Sa_lv3_84f844c6d]			(a) number and type of denied claims, including raw numbers and numbers as a percent of total claims;
[bookmark: ss_T37C4N305Sb_lv3_4364f7136]			(b) number and type of wrongfully denied claims, including raw numbers and numbers as a percent of total claims;
[bookmark: ss_T37C4N305Sc_lv3_5e457103e]			(c) number and type of denied claim appeals reported to H‑CAP;
[bookmark: ss_T37C4N305Sd_lv3_a8c792025]			(d) of denied claims appeals brought to H‑CAP, the number, type, and percentage of denied claims that are found to be wrongful by each health plan or insurer;
[bookmark: ss_T37C4N305Se_lv3_99ccc6430]			(e) information and outcomes of any investigations conducted by the department for health plan or insurer violations of coverage laws; and
[bookmark: ss_T37C4N305Sf_lv3_6aa7fc99a]			(f) the department shall post the report on their website in a machine‑readable format.
[bookmark: ss_T37C4N305S2_lv2_8e5b04b2d]		(2) The department annually shall assess data reporting requirements and update health plan and insurer data reporting requirements based on the department’s needs to fulfill the requirements of this section.
[bookmark: ss_T37C4N305SL_lv1_e9090e254]	(L) This State has a compelling interest in protecting privacy and the protection of personal information. In administering this section, state and local agencies, businesses, and any other entity, may only request data necessary to administer this section and retain it only as required to administer and achieve the purposes of this section. Any personal information or data collected or obtained in the course of administering this section may be shared only in a manner that has been deidentified and aggregated to the greatest extent allowable while still in compliance with federal eligibility requirements and every allowable effort must be made to revoke access to such data should programs be eliminated or should there be an ineligibility determination. Personal information or data collected or obtained in the course of administering this section may not be otherwise disclosed without the informed consent of the individual, a warrant signed by a state judge or federal judge, lawful court order administered within South Carolina or a lawful federal court order, or subpoena administered within South Carolina or federal subpoena, or unless otherwise required by federal or state statute. Personal information or data may be considered deidentified if it cannot reasonably be used to infer information about, or otherwise be linked to, a particular individual or household.
[bookmark: ss_T37C4N305SM_lv1_c8e4f6b01]	(M) The department shall promulgate rules and regulations to meet the requirements of this section.

[bookmark: bs_num_3_0db634cb9][bookmark: severability_d0ec2f4ad]SECTION 3.	If any section, subsection, paragraph, subparagraph, sentence, clause, phrase, or word of this act is for any reason held to be unconstitutional or invalid, such holding shall not affect the constitutionality or validity of the remaining portions of this act, the General Assembly hereby declaring that it would have passed this act, and each and every section, subsection, paragraph, subparagraph, sentence, clause, phrase, and word thereof, irrespective of the fact that any one or more other sections, subsections, paragraphs, subparagraphs, sentences, clauses, phrases, or words hereof may be declared to be unconstitutional, invalid, or otherwise ineffective.

[bookmark: bs_num_4_lastsection][bookmark: eff_date_section]SECTION 4.	This act takes effect upon approval by the Governor.
‑‑‑‑XX‑‑‑‑
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