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(SB 76)

AN ACT to amend 1980 PA 350, entitled “An act to provide for the incorporation of
nonprofit health care corporations; to provide their rights, powers, and immunities; to
prescribe the powers and duties of certain state officers relative to the exercise of those
rights, powers, and immunities; to prescribe certain conditions for the transaction of
business by those corporations in this state; to define the relationship of health care
providers to nonprofit health care corporations and to specify their rights, powers, and
immunities with respect thereto; to provide for a Michigan caring program; to provide for
the regulation and supervision of nonprofit health care corporations by the commissioner
of insurance; to prescribe powers and duties of certain other state officers with respect to
the regulation and supervision of nonprofit health care corporations; to provide for the
imposition of a regulatory fee; to regulate the merger or consolidation of certain
corporations; to prescribe an expeditious and effective procedure for the maintenance and
conduct of certain administrative appeals relative to provider class plans; to provide for
certain administrative hearings relative to rates for health care benefits; to provide for
certain causes of action; to prescribe penalties and to provide civil fines for violations of
this act; and to repeal certain acts and parts of acts,” by amending section 401 (MCL
550.1401), as amended by 1984 PA 66.

The People of the State of Michigan enact:

550.1401 Offering of health care benefits; limiting benefits; divi-
sion of benefits into classes or kinds; prohibited conduct; grounds
for denial of coverage; coordination of benefits, subrogation, and
nonduplication of benefits; health care corporation as party in
interest; limiting or denying coverage or participation status; require-
ments for participation and reimbursement.
[M.S.A. 24.660(401)]
Sec. 401. (1) A health care corporation established, maintained, or operating in this

state shall offer health care benefits to all residents of this state, and may offer other
health care benefits as the corporation specifies with the approval of the commissioner.

(2) A health care corporation may limit the health care benefits that it will furnish,
except as provided in this act, and may divide the health care benefits that it elects to
furnish into classes or kinds.

(3) A health care corporation shall not do any of the following:
(a) Refuse to issue or continue a certificate to 1 or more residents of this state, except

while the individual, based on a transaction or occurrence involving a health care
corporation, is serving a sentence arising out of a charge of fraud, is satisfying a civil
judgment, or is making restitution pursuant to a voluntary payment agreement between
the corporation and the individual.

(b) Refuse to continue in effect a certificate with 1 or more residents of this state,
other than for failure to pay amounts due for a certificate, except as allowed for refusal to
issue a certificate under subdivision (a).

(c) Limit the coverage available under a certificate, without the prior approval of the
commissioner, unless the limitation is as a result of: an agreement with the person paying
for the coverage; an agreement with the individual designated by the persons paying for
or contracting for the coverage; or a collective bargaining agreement.

(d) Rate, cancel benefits on, refuse to provide benefits for, or refuse to issue or continue
a certificate solely because a subscriber or applicant is or has been a victim of domestic
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violence. A health care corporation shall not be held civilly liable for any cause of action
that may result from compliance with this subdivision. This subdivision applies to all
health care corporation certificates issued or renewed on or after June 1, 1998. As used in
this subdivision, “domestic violence” means inflicting bodily injury, causing serious emotional
injury or psychological trauma, or placing in fear of imminent physical harm by threat or
force a person who is a spouse or former spouse of, has or has had a dating relationship
with, resides or has resided with, or has a child in common with the person committing the
violence.

(4) Subsection (3) does not prevent a health care corporation from denying to a
resident of this state coverage under a certificate for any of the following grounds:

(a) That the individual was not a member of a group that had contracted for coverage
under this certificate.

(b) That the individual is not a member of a group with a size greater than a minimum
size established for a certificate pursuant to sound underwriting requirements.

(c) That the individual does not meet requirements for coverage contained in a certificate.
(5) A certificate may provide for the coordination of benefits, subrogation, and the

nonduplication of benefits. Savings realized by the coordination of benefits, subrogation,
and nonduplication of benefits shall be reflected in the rates for those certificates. If a
group certificate issued by the corporation contains a coordination of benefits provision,
the benefits shall be payable pursuant to the coordination of benefits act.

(6) A health care corporation shall have the right to status as a party in interest,
whether by intervention or otherwise, in any judicial, quasi-judicial, or administrative
agency proceeding in this state for the purpose of enforcing any rights it may have for
reimbursement of payments made or advanced for health care services on behalf of 1 or
more of its subscribers or members.

(7) A health care corporation shall not directly reimburse a provider in this state who
has not entered into a participating contract with the corporation.

(8) A health care corporation shall not limit or deny coverage to a subscriber or limit
or deny reimbursement to a provider on the ground that services were rendered while the
subscriber was in a health care facility operated by this state or a political subdivision of
this state. A health care corporation shall not limit or deny participation status to a health
care facility on the ground that the health care facility is operated by this state or a
political subdivision of this state, if the facility meets the standards set by the corporation
for all other facilities of that type, government-operated or otherwise. To qualify for
participation and reimbursement, a facility shall, at a minimum, meet all of the following
requirements, which shall apply to all similar facilities:

(a) Be accredited by the joint commission on accreditation of hospitals.
(b) Meet the certification standards of the medicare program and the medicaid program.
(c) Meet all statutory requirements for certificate of need.
(d) Follow generally accepted accounting principles and practices.
(e) Have a community advisory board.
(f) Have a program of utilization and peer review to assure that patient care is

appropriate and at an acute level.
(g) Designate that portion of the facility that is to be used for acute care. 

This act is ordered to take immediate effect.
Approved June 24, 1998.
Filed with Secretary of State June 24, 1998.
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