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HOUSE BILL No. 5575

April 12, 2000, Introduced by Reps. Van Woerkom, Caul, Rick Johnson, Patterson,
Cameron Brown, Sanborn, Birkholz, Kuipers, Allen, Richardville, Shackleton, Bishop, Jelinek,
Faunce, Voorhees, Kukuk, Scranton, LaSata, Law and Cassis and referred to the Committee on
Health Policy.

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng sections 102, 224, 240, and 2213 (MCL 500. 102,
500. 224, 500. 240, and 500.2213), section 224 as anended by 1998
PA 121, section 240 as anended by 1987 PA 261, and section 2213
as added by 1996 PA 517, and by addi ng chapter 35; and to repeal
acts and parts of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 102. (1) "Conmm ssioner"” as used in this —coede— ACT

means the conmi ssi oner of —insurance of this state— THE OFFI CE CF

FI NANCI AL AND | NSURANCE SERVI CES.
(2) "Departnent” as used in this —code— ACT neans the

—fsurance—department—of—this—state— OFFI CE OF FI NANCI AL AND
| NSURANCE SERVI CES.

05036’ 99 DKH

G/SS 'ON 111d 4SNOH



© 0 N oo o B~ wWw N PP

N NN NN N NN R R R R R B R R R R
N~ o 0 M W N R O © 0 N O 0~ W DN BRLr O

2

Sec. 224. (1) Al actual and necessary expenses incurred in
connection with the exam nation or other investigation of an
i nsurer or other person regul ated under the conm ssioner’s
authority shall be certified by the conm ssioner, together with a
statement of the work perforned including the nunber of days
spent by the comm ssioner and each of the comm ssioner’s depu-
ties, assistants, enployees, and others acting under the
conm ssioner’s authority. |If correct, the expenses shall be paid
to the persons by whomthey were incurred, upon the warrant of
the state treasurer payable from appropriations made by the |eg-
islature for this purpose.

(2) Except as otherw se provided in subsection (4), the com
m ssi oner shall prepare and present to the insurer or other
person exam ned or investigated a statenment of the expenses and
reasonabl e cost incurred for each person engaged upon the exam -
nation or investigation, including amounts necessary to cover the
pay and al |l owances granted to the persons by the M chigan civil
service conm ssion, and the adm nistration and supervisory
expense including an anmobunt necessary to cover fringe benefits in
conjunction with the exam nation or investigation. Except as
ot herwi se provided in subsection (4), the insurer or other
person, upon receiving the statenent, shall pay to the conm s-
sioner the stated anount. The conm ssioner shall deposit the
funds with the state treasurer as provided in section 225.

(3) The comm ssioner may enpl oy attorneys, actuaries,
accountants, investnment advisers, and other expert personnel not

ot herw se enpl oyees of this state reasonably necessary to assi st
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in the conduct of the exam nation or investigation or proceeding
with respect to an insurer or other person regul ated under the
conm ssioner’s authority at the insurer’s or other person's
expense except as otherw se provided in subsection (4). Except
as otherw se provided in subsection (4), upon certification by
t he conm ssioner of the reasonabl e expenses incurred under this
section, the insurer or other person exam ned or investigated
shall pay those expenses directly to the person or firmrendering
assi stance to the conmm ssioner. Expenses paid directly to such
person or firmand the regulatory fees inposed by this section
shal | be exam nation expenses under section 22e of the single
busi ness tax act, 1975 PA 228, MCL 208. 22e.

(4) An insurer —+s— AND A HEALTH MAI NTENANCE ORGANI ZATI ON
ARE subject to a regulatory fee instead of the costs and expenses
provided for in subsections (2) and (3). By June 30 of each year
or within 30 days after the enactnment into | aw of any appropria-
tion for the insurance bureau s operation, the comm ssioner shal
i npose upon all insurers AND HEALTH MAI NTENANCE ORGANI ZATI ONS
authorized to do business in this state a regulatory fee cal cu-
| ated as foll ows:

(a) As used in this subsection

(i) "A" neans total annuity considerations witten in this
state in the i mediately precedi ng year.

(i) "B" neans base assessnent rate. The base assessnent
rate shall not exceed .00038 and shall be a fraction the nunera-
tor of which is the total regulatory fee and the denom nator of

which is the total anmpbunt of direct underwitten premuns witten
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inthis state by all insurers for the i medi ately precedi ng

cal endar year as reported to the conmmi ssioner on the insurer’s
annual statenments filed with the conm ssioner.

(iii) "1™ means all direct underwitten prem uns other than
life insurance prem uns and annuity considerations witten in
this state in the imedi ately preceding year by all insurers.

(iv) "L" neans all direct underwitten life insurance prem -
ums witten in this state in the i medi ately precedi ng year by
all life insurers.

(v) Total regulatory fee shall not exceed 80% of the gross
appropriations for the insurance bureau s operation for a fiscal
year and shall be the difference between the gross appropriations
for the insurance bureau’ s operation for that current fiscal year
and any restricted revenues, other than the regulatory fee
itself, as identified in the gross appropriation for the insur-
ance bureau’s operation.

(vi) Direct premiunms witten in this state do not include
any anounts that represent clains paynents that are nade on
behal f of, or adm nistrative fees that are paid in connection
wi th, any adm nistrative service contract, cost-plus arrangenent,
or any ot her noninsured or self-insured business.

(b) Two actual assessnent rates shall be calculated so as to
di stribute 75% of the burden of the regulatory fee shortfall cre-
ated by the exclusion of annuity considerations fromthe assess-
ment base to life insurance and 25%to all other insurance. The
2 actual assessnent rates shall be determ ned as foll ows:

() Lx B+ .75 x B x A= assessnment rate for life
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L i Nsur ance.

(i) . x B+ .25 x B x A = assessnent rate for insurance

| other than life insurance.

EACH i nsurer’s regul atory fee shall be a mninumfee of $250.00
and shall be determ ned by nultiplying the actual assessnent rate
by the assessnment base of that insurer as determ ned by the com
m ssioner fromthe insurer’s annual statenent for the immedi ately

precedi ng cal endar year filed with the comm ssioner.

(5) Not less than 67% of the revenue derived fromthe regu-

| atory fee under subsection (4) shall be used for the regulation
of financial conduct of persons regul ated under the

conm ssioner’s authority and for the regul ati on of persons

regul ated under the conmm ssioner’s authority engaged in the

busi ness of health care and health insurance in this state.
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(6) The anopunt, if any, by which anmobunts credited to the
conmm ssi oner pursuant to section 225 exceed actual expenditures
pursuant to appropriations for the insurance bureau’ s operation
for a fiscal year shall be credited toward the appropriation for
the insurance bureau in the next fiscal year.

(7) Al noney paid into the state treasury by an insurer
under this section shall be credited as provided under section
225.

(8) Aregulatory fee under this section shall not be treated
by an insurer as a |levy or excise upon prem um but as a regul a-
tory burden that is apportioned in relation to insurance activity
inthis state and reflects the insurance regul atory burden on
this state as a result of this insurance activity. A foreign or
alien insurer authorized to do business in this state may con-
sider the liability required under this section as a burden
i nposed by the state of Mchigan in the cal culation of the
insurer’s liability required under section 476a.

(9) An insurer may file with the conm ssioner a protest to
the regulatory fee inposed not later than 15 days after receipt
of the regulatory fee. The conm ssioner shall review the grounds
for the protest and shall hold a conference wth the insurer at
the insurer’s request. The conmm ssioner shall transmt his or
her findings to the insurer with a restatenent of the regul atory
fee based upon the findings. Statenents of regulatory fees to
whi ch protests have not been made and restatenments of regul atory
fees are due and shall be paid not later than 30 days after their

receipt. Regulatory fees that are not paid when due bear
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interest on the unpaid fee which shall be calculated at 6-nonth
intervals fromthe date the fee was due at a rate of interest
equal to 1% plus the average interest rate paid at auctions of
5-year United States treasury notes during the 6 nonths imedi -
ately preceding July 1 and January 1, as certified by the state
treasurer, and conpounded annually, until the assessnent is paid
in full. An insurer who fails to pay its regulatory fee within
the prescribed tine limts may have its certificate of authority
or |icense suspended, limted, or revoked as the comm ssi oner
considers warranted until the regulatory fee is paid. |If the
conmm ssioner determnes that a regulatory fee or a part of a
regul atory fee paid by an insurer is in excess of the anount
| egal Iy due and payabl e, the anobunt of the excess shall be
refunded or, at the insurer’s option, be applied as a credit
agai nst the regulatory fee for the next fiscal year. An overpay-
ment of $100.00 or |l ess shall be applied as a credit against the
insurer’s regulatory fee for the next fiscal year unless the
i nsurer had a $100.00 or |ess overpaynent in the i mediately pre-
ceding fiscal year. |If the insurer had a $100.00 or |ess over-
paynment in the imrediately preceding fiscal year, at the
insurer’s option, the current fiscal year overpaynent of $100.00
or |less shall be refunded.

(10) Any ampunts stated and presented to or certified,
assessed, or inposed upon an insurer as provided in
subsections (2), (3), and (4) that are unpaid as of the date that
the insurer is subjected to a delinquency proceedi ng pursuant to

chapter 81 shall be regarded as an expense of adm nistering the
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del i nquency proceedi ng and shall be payable as such fromthe

general assets of the insurer.

(11) (*2)— In addition to the regulatory fee provided in

subsection (4), each insurer that |ocates records or personnel
know edgeabl e about those records outside this state pursuant to
section 476a(3) or section 5256 shall reinburse the insurance
bureau for expenses and reasonable costs incurred by the insur-
ance bureau as a result of travel and other costs related to
exam nations or investigations of those records or personnel.
The rei mbursenent shall not include any costs that the insurance
bureau woul d have incurred if the exam nation had taken place in
this state.

(12) —(33)— As used in this section:

(a) "Annuity considerations” neans receipts on the sale of
annuities as used in section 22a of the single business tax act,
1975 PA 228, MCL 208. 22a.

(b) "Insurer" neans an insurer authorized to do business in
this state and includes nonprofit health care corporations,
dental care corporations, and heal th mai nt enance organi zati ons.

(13) (34)— Al fees added by —the—anmendatory—act—that—added
this—subsection— 1994 PA 228 shall not apply on and after
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January 1, 1996, unless by Septenber 1, 1995, and annually
thereafter, the conmm ssioner submts a report to the senate and
house of representatives standing conm ttees on insurance issues
and to the senate and house of representatives appropriations
regul atory subcommttees on all receivership activities of the
conmi ssi oner and the insurance bureau pertaining to the |iquida-
tion of insolvent insurers for the imediately precedi ng cal endar
year. The report shall include all of the foll ow ng:

(a) A summary schedul e of all insurance bureau expenditures
for legal, accounting, and adm nistrative expenditures nmade or
incurred for the liquidation of all insurers in receivership,
including, but not limted to, alien insurers described in
section 431a, and paid for out of the insurer’s assets during the
cal endar year being reported on.

(b) A detailed schedule of all insurance bureau contractual
expenditures for legal, accounting, and adm nistrative expendi -
tures made or incurred for the liquidation of all insurers in
recei vership, including, but not limted to, alien insurers
described in section 431a, and paid for out of the insurer’s
assets during the cal endar year being reported on including, but
not limted to, item zation of legal billings, crimnal investi-
gati on expenses, travel, neals, and general office expenses.

(c) A statenent of the net changes in assets and liabilities
of each insurer in receivership, including, but not limted to,
an alien insurer described in section 431la. This statenent shal
i ncl ude changes due to interest rate changes, real estate val ues,

and ot her investnent activities, including a detail ed statenent

05036’ 99



© 0 N oo o B~ wWw N PP

N N NN N NN R R R R R P R R R
O 0 N W N PR O © 0 N o 0o M W N B O

10
of the sale of assets and the net |oss or gain on those assets
and a statenent of the anmount of assets preserved, gained, or
recovered by the receiver.
Sec. 240. (1) The conm ssioner shall collect, and the
person affected shall pay to the comm ssioner, the follow ng
f ees:
(a) Filing fee for original authorization to
transact insurance OR HEALTH MAI NTENANCE ORGANI ZATI ON
BUSINESS in this state, for each donestic, —insurer—
and—each— foreign, and alien insurer, AND EACH HEALTH
MAI NTENANCE ORGANI ZATION. . . . .. e e $ 25.
(b) Filing fee for annual statenent of foreign and
alien insurers, each year, subject to section 476a.... $ 25.
(c) Agent’s appointnent fee, resident or nonresi-
dent, payable by insurer OR HEALTH MAI NTENANCE
ORGANI ZATI ON so represented, for each agent, each year. $ 5.
(d) Application fee payable by each initial appli-

cant for license as resident agent, nonresident agent,

surplus |ines agent, solicitor, counselor, or adjuster,

not transferable or refundable......................... $ 10.
(e) Solicitor's license, each year................ $ 10.
(f) I'nsurance counselor |icense, each year........ $ 10.
(g) Adjuster’s license, each year................. $ 5.
(h) License exam nation fee, payable by applicant

for all subjects covered in any 1 exam nation, or por-

tion of an exam nation, for |icense as resident agent,
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surplus |ines agent, solicitor, counselor, or adjuster,
each exam nation, not transferable or refundable....... $ 10. 00.
(i) Surplus Iines agent |license each year......... $100. 00.

Ao o 29 NN
US . « . o o o st s s e e e s e e e P Z. UU.

n
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recor
(2) Each incorporated donmestic insurer shall pay to the
attorney general, for the exam nation of the insurer’s articles
of incorporation or any anendnents to the articles of incorpora-
tion, the sum of $25.00.
(3) The fees and charges for official services perforned by

the conm ssioner or the conm ssioner’s deputies or enployees,

when col | ected, shall be turned over to the state treasurer and a
recei pt taken. The fees and charges provided for in this section
shall be deposited in the state treasury to the credit of the
general fund.

(4) The provisions of subsection (1)(h), insofar as they
provi de for exami nation fees, are applicable only if the exam na-
tions are admni stered by the conm ssioner. |If the exam nations
are adm ni stered by sone designated authority other than the com
m ssi oner, appropriate exam nation fees shall be payable directly
to the designated authority.

Sec. 2213. (1) By ©Gctober—1,—1997—an— EACH i nsurer AND
HEALTH MAI NTENANCE ORGANI ZATI ON shal | establish an internal

formal grievance procedure for approval by the —nsturancebureat—
COW SSI ONER for persons covered under a policy, —of—
certificate, OR CONTRACT issued under chapter 34, 35, or 36 that

includes all of the follow ng:
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(a) Provides for a designated person responsible for
adm ni stering the grievance system

(b) Provides a designated person or tel ephone nunber for
recei ving conpl ai nts.

(c) Ensures full investigation of a conplaint.

(d) Provides for timely notification to the insured OR
ENRCLLEE as to the progress of an investigation.

(e) Provides an insured OR ENRCLLEE the right to appear
before the board of directors or designated conmttee or the
right to a managerial -1evel conference to present a grievance.

(f) Provides for notification to the insured OR ENROLLEE of
the results of the insurer’s OR HEALTH MAI NTENANCE ORGANI ZATI ON S
i nvestigation and for advisenent of the insured’s OR ENROLLEE S
right to review the grievance by the comm ssioner THROUGH
SEPTEMBER 30, 2000 AND BEG NNI NG OCTOBER 1, 2000 BY AN | NDEPEN-
DENT REVI EW ORGANI ZATI ON UNDER THE PATI ENT’ S RI GHT TO | NDEPENDENT
REVI EW ACT.

(g) Provides summary data on the nunber and types of com
pl aints AND GRI EVANCES filed. BEG NNING APRIL 15, 2001, TH'S
SUMVARY DATA FOR THE PRI OR CALENDAR YEAR SHALL BE FI LED ANNUALLY
W TH THE COW SSI ONER ON FORMS PROVI DED BY THE COVM SSI ONER

(h) Provides for periodic managenent and governi ng body
review of the data to assure that appropriate actions have been
t aken.

(i) Provides for copies of all conplaints and responses to
be avail able at the principal office of the insurer OR HEALTH
MAI NTENANCE ORGANI ZATI ON for inspection by the —nsturancebureat—
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COW SSI ONER for 2 years following the year the conplaint was
filed.
(j) That when an adverse determ nation is nmade, a witten
statenment containing the reasons for the adverse determ nation

—wH+—be— IS provided to the insured —person—(k)j—That— OR
ENROLLEE ALONG WTH a witten notification IN PLAIN ENGI SH of

TO A REVI EW BY THE COWM SSI ONER THROUGH SEPTEMBER 30, 2000 AND
BEG NNI NG OCTOBER 1, 2000 BY AN | NDEPENDENT REVI EW ORGANI ZATI ON
UNDER THE PATI ENT' S RI GHT TO | NDEPENDENT REVI EW ACT.

(KY |H— That a final determnation will be nmade in witing
by the insurer OR HEALTH MAI NTENANCE ORGANI ZATI ON not | ater than
—96— 45 cal endar days after a formal grievance is submtted in
witing by the insured —person— OR ENROLLEE. The timng for the
—96-catendar=day— 45- CALENDAR- DAY period nay be tolled, however,
for any period of time the insured —person— OR ENROLLEE is per-
mtted to take under the grievance procedure.

() —tm— That an initial determ nation will be made by the
i nsurer OR HEALTH MAI NTENANCE ORGANI ZATI ON not later than 72
hours after receipt of an expedited grievance. Wthin 3 business

days after the initial determ nation by the insurer OR HEALTH
MAI NTENANCE ORGANI ZATI ON, the insured or —a—person,—inctuding,-

behal-f—of the—+nsured— ENROLLEE nmay request further review by the
i nsurer OR HEALTH MAI NTENANCE ORGANI ZATI ON or for a determ nation

of the matter by the conm ssioner or his or her designee THROUGH
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SEPTEMBER 30, 2000 AND BEG NNI NG OCTOBER 1, 2000 BY AN
| NDEPENDENT REVI EW ORGANI ZATI ON UNDER THE PATIENT' S RIGHT TO
| NDEPENDENT REVI EW ACT. If further reviewis requested, a final
determination by the insurer OR HEALTH MAI NTENANCE ORGANI ZATI ON
shall be made not | ater than 30 days after receipt of the request

for further review Wthin 10 days after receipt of a final

determi nation, the insured or —a—person—t+nctuding,—but—mot

of —the—+nsured— ENROLLEE may request a determ nation of the
matter by the conmm ssioner or his or her designee THROUGH
SEPTEMBER 30, 2000 AND BEG NNI NG OCTOBER 1, 2000 BY AN | NDEPEN-
DENT REVI EW ORGANI ZATI ON UNDER THE PATI ENT' S RI GHT TO | NDEPENDENT
REVIEWACT. |If the initial or final determ nation by the insurer
OR HEALTH MAI NTENANCE ORGANI ZATION is nade orally, the insurer OR
HEALTH MAI NTENANCE ORGANI ZATI ON shal |l provide a witten confirna-
tion of the determ nation to the insured OR ENROLLEE not | ater
than 2 business days after the oral determ nation. An expedited
gri evance under this subdivision applies if a grievance is sub-
mtted and a physician, orally or in witing, substantiates that
the time frame for a grievance under subdivision {(H— (K) would
acutely jeopardize the life of the insured OR ENROLLEE

(M —(n)— That the insured —person— OR ENROLLEE has the
right to a determnation of the matter by the conm ssioner or his
or her desi gnee THROUGH SEPTEMBER 30, 2000 AND BEG NNI NG OCTOBER
1, 2000 BY AN | NDEPENDENT REVI EW ORGANI ZATI ON UNDER THE PATI ENT" S
RI GHT TO | NDEPENDENT REVI EW ACT.
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(2) AN I NSURED OR ENROLLEE MAY AUTHORI ZE | N WRI TI NG ANY
PERSON, | NCLUDI NG, BUT NOT LIMTED TO, A PHYSICI AN, TO ACT ON HI S
OR HER BEHALF AT ANY STACGE IN A GRI EVANCE PRCCEEDI NG UNDER THI S
SECTI ON.

(3) This section does not apply to a provider’s conpl ai nt
concerning cl aims paynent, handling, or reinbursenent for health
care services.

(4) As used in this section:

(a) "Adverse determ nation” nmeans a determ nation that an
adm ssion, availability of care, continued stay, or other health
care service has been reviewed and denied. Failure to respond in
atinmely manner to a request for a determ nation constitutes an

adverse determ nati on

(b) "Gievance" neans a conplaint on behalf of an insured

—persofi— OR ENROLLEE subm tted by an insured —person—or—apersof,

27

CONCERNI NG ANY OF THE FOLLOW NG
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(i) The availability, delivery, or quality of health care
services, including a conplaint regarding an adverse determ na-
tion made pursuant to utilization review

(ii) Benefits or clains paynent, handling, or reinbursenent
for health care services.

(iii) Matters pertaining to the contractual relationship
between an insured OR ENROLLEE and the insurer OR HEALTH MAI NTE-
NANCE ORGANI ZATI ON.

CHAPTER 35
HEALTH MAI NTENANCE ORGANI ZATI ONS

SEC. 3501. AS USED IN TH S CHAPTER:

(A) "AFFI LI ATED PROVI DER* MEANS A HEALTH PROFESSI ONAL,

LI CENSED HOSPI TAL, LI CENSED PHARMACY, OR ANY OTHER | NSTI TUTI ON,
ORGANI ZATI ON, OR PERSON HAVI NG A CONTRACT W TH A HEALTH MAI NTE-
NANCE ORGANI ZATI ON TO RENDER 1 OR MORE HEALTH NMAI NTENANCE SERV-
| CES TO AN ENRCLLEE.

(B) "BASI C HEALTH SERVI CES" MEANS:

(1) PHYSI CI AN SERVI CES | NCLUDI NG CONSULTANT AND REFERRAL
SERVI CES BY A PHYSI Cl AN, BUT NOT | NCLUDI NG PSYCHI ATRI C SERVI CES.

(ii) AVBULATORY SERVI CES.

(1) | NPATI ENT HOSPI TAL SERVI CES, OTHER THAN THOSE FOR THE
TREATMENT OF MENTAL | LLNESS.

(iv) EMERGENCY HEALTH SERVI CES.

(v) OUTPATI ENT MENTAL HEALTH SERVI CES, NOT FEWER THAN 20
VI SITS PER YEAR

(vi) | NTERMEDI ATE AND QUTPATI ENT CARE FOR SUBSTANCE ABUSE AS
FOLLONS
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(A) FOR GROUP CONTRACTS, |F THE FEES FOR A GROUP CONTRACT
WOULD BE | NCREASED BY 3% OR MORE BECAUSE OF THE PROVI SI ON OF
SERVI CES UNDER THI S SUBPARAGRAPH, THE GROUP SUBSCRI BER NAY
DECLI NE THE SERVI CES. FOR | NDI VI DUAL CONTRACTS, |F THE TOTAL
FEES FOR ALL | NDI VI DUAL CONTRACTS WOULD BE | NCREASED BY 3% OR
MORE BECAUSE OF THE PROVI SI ON OF THE SERVI CES REQUI RED UNDER THI S
SUBPARAGRAPH | N ALL OF THOSE CONTRACTS, THE NAMED SUBSCRI BER OF
EACH CONTRACT NMAY DECLI NE THE SERVI CES.

(B) CHARGES, TERMS, AND CONDI TI ONS FOR THE SERVI CES REQUI RED
TO BE PROVI DED UNDER THI S SUBPARAGRAPH SHALL NOT BE LESS FAVOR-
ABLE THAN THE MAXI MUM PRESCRI BED FOR ANY OTHER COMPARABLE
SERVI CE

(© THE SERVI CES REQUI RED TO BE PROVI DED UNDER THI S SUBPARA-
GRAPH SHALL NOT BE REDUCED BY TERMS OR CONDI TI ONS THAT APPLY TO
OTHER SERVICES IN A GROUP OR | NDI VI DUAL CONTRACT. THI'S
SUB- SUBPARAGRAPH SHALL NOT BE CONSTRUED TO PROHI BI T CONTRACTS
THAT PROVI DE FOR DEDUCTI BLES AND COPAYMENT PROVI SI ONS FOR SERV-
| CES FOR | NTERMEDI ATE AND OUTPATI ENT CARE FOR SUBSTANCE ABUSE

(D) THE SERVI CES REQUI RED TO BE PROVI DED UNDER THI S SUBPARA-
GRAPH SHALL, AT A MN MJUM PROVIDE FOR UP TO $2,968.00 I N SERV-
| CES FOR | NTERMEDI ATE AND OUTPATI ENT CARE FOR SUBSTANCE ABUSE PER
I NDI VI DUAL PER YEAR. THIS M NI MUM SHALL BE ADJUSTED ANNUALLY BY
MARCH 31 EACH YEAR | N ACCORDANCE W TH THE ANNUAL AVERAGE PERCEN-
TAGE | NCREASE OR DECREASE | N THE UNI TED STATES CONSUMER PRI CE
I NDEX FOR THE 12- MONTH PERI OD ENDI NG THE PRECEDI NG DECEMBER 31.
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(E) AS USED IN THI S SUBPARAGRAPH, "I NTERVEDI ATE CARE",

" OUTPATI ENT CARE", AND "SUBSTANCE ABUSE" HAVE THOSE MEANI NGS
ASCRI BED TO THEM | N SECTI ON 3425.

(vii) DI AGNOSTI C LABORATORY AND DI AGNOSTI C AND THERAPEUTI C
RADI OLOGI CAL SERVI CES.

(viii) HOVE HEALTH SERVI CES.

(iX) PREVENTI VE HEALTH SERVI CES.

(C) "ENROLLEE" MEANS AN | NDI VI DUAL WHO | S ENTI TLED TO
RECEI VE HEALTH MAI NTENANCE SERVI CES UNDER A HEALTH MAI NTENANCE
CONTRACT.

(D) "HEALTH MAI NTENANCE CONTRACT" MEANS A CONTRACT BETWEEN A
HEALTH MAI NTENANCE ORGANI ZATI ON AND A SUBSCRI BER OR GROUP OF SUB-
SCRI BERS, TO PROVI DE, WHEN MEDI CALLY | NDI CATED, DES|I GNATED HEALTH
MAI NTENANCE SERVI CES, AS DESCRI BED | N AND PURSUANT TO THE TERMB
OF THE CONTRACT, | NCLUDING AT A M NI MUM BASI C HEALTH MAI NTE-
NANCE SERVI CES. HEALTH MAI NTENANCE CONTRACT | NCLUDES A PRUDENT
PURCHASER CONTRACT.

(E) "HEALTH MAI NTENANCE ORGANI ZATI ON' MEANS AN ENTI TY THAT
DOES THE FOLLOW NG

(i) DELI VERS HEALTH MAI NTENANCE SERVI CES THAT ARE MEDI CALLY
| NDI CATED TO ENROLLEES UNDER THE TERMB OF | TS HEALTH MAI NTENANCE
CONTRACT, DI RECTLY OR THROUGH CONTRACTS W TH AFFI LI ATED PROVI D-
ERS, | N EXCHANGE FOR A FI XED PREPAI D SUM OR PER CAPI TA PREPAY-
MENT, W THOUT REGARD TO THE FREQUENCY, EXTENT, OR KIND OF HEALTH
SERVI CES.

(ii) |'S RESPONSI BLE FOR THE AVAI LABI LI TY, ACCESSIBILITY, AND
QUALI TY OF THE HEALTH MAI NTENANCE SERVI CES PROVI DED.
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(F) "HEALTH MAI NTENANCE SERVI CES' MEANS SERVI CES PROVI DED TO
ENRCLLEES OF A HEALTH MAI NTENANCE ORGANI ZATI ON UNDER THEI R HEALTH
MAI NTENANCE CONTRACT.

(G "HEALTH PROFESSI ONAL" MEANS AN | NDI VI DUAL LI CENSED, CER-
TI FI ED, OR AUTHORI ZED | N ACCORDANCE W TH STATE LAW TO PRACTI CE A
HEALTH PROFESSI ON I N H' S OR HER RESPECTI VE STATE.

(H "PRUDENT PURCHASER CONTRACT" MEANS A CONTRACT OFFERED BY
A HEALTH MAI NTENANCE ORGANI ZATI ON TO GROUPS OR TO | NDI VI DUALS
UNDER WHI CH ENROLLEES WHO SELECT TO OBTAI N HEALTH CARE SERVI CES
DI RECTLY FROM THE ORGANI ZATI ON OR THROUGH | TS AFFI LI ATED PROVI D-
ERS RECEI VE A FI NANCI AL ADVANTAGE OR OTHER ADVANTAGE BY SELECTI NG
THOSE PROVI DERS

(1) "SERVI CE AREA" MEANS A DEFI NED GEOGRAPHI CAL AREA | N
VWH CH HEALTH MAI NTENANCE SERVI CES ARE CGENERALLY AVAI LABLE AND
READI LY ACCESSI BLE TO ENRCLLEES AND WHERE HEALTH MAI NTENANCE
ORGANI ZATI ONS MAY MARKET THEI R CONTRACTS.

(J) "SUBSCRI BER' MEANS AN | NDI VI DUAL WHO ENTERS | NTO A
HEALTH MAI NTENANCE CONTRACT, OR ON WHOSE BEHALF A HEALTH MAI NTE-
NANCE CONTRACT IS ENTERED I NTO, WTH A HEALTH MAI NTENANCE ORGANI -
ZATI ON THAT HAS RECEI VED A CERTI FI CATE OF AUTHORI TY UNDER THI S
CHAPTER AND TO VWHOM A HEALTH MAI NTENANCE CONTRACT | S | SSUED

SEC. 3503. (1) ALL OF THE PROVI SIONS OF THI S ACT THAT APPLY
TO A DOMESTI C | NSURER AUTHORI ZED TO | SSUE AN EXPENSE- | NCURRED
HOSPI TAL, MEDI CAL, OR SURG CAL PCLI CY OR CERTI FI CATE, | NCLUDI NG
BUT NOT LIMTED TO, SECTI ON 223 AND CHAPTERS 34 AND 36, APPLY TO
A HEALTH MAI NTENANCE ORGANI ZATI ON UNDER THI' S CHAPTER UNLESS

05036’ 99



© 0 N oo o B~ wWw N PP

N NN NN N NN R R R R R B R R R R
N~ o 0 M W N R O © 0 N O 0~ W DN BRLr O

20
SPECI FI CALLY EXCLUDED, OR OTHERW SE SPECI FI CALLY PROVI DED FOR I N
TH S CHAPTER

(2) SECTI ONS 408, 410, 411, 901, AND 5208 AND CHAPTERS 77
AND 79 DO NOT APPLY TO A HEALTH MAI NTENANCE ORGANI ZATI ON.

SEC. 3505. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL
RECEI VE A CERTI FI CATE OF AUTHORI TY UNDER THI S CHAPTER BEFORE
| SSUI NG HEALTH MAI NTENANCE CONTRACTS. A HEALTH MAI NTENANCE
ORGANI ZATI ON LI CENSE | SSUED UNDER FORMER PART 210 OF THE PUBLIC
HEALTH CODE, 1978 PA 368, AUTOVATI CALLY BECOVES A CERTI FI CATE OF
AUTHORI TY UNDER THI S CHAPTER ON THE EFFECTI VE DATE OF TH S
CHAPTER.

(2) "HEALTH MAI NTENANCE ORGANI ZATI ON' SHALL NOT BE USED TO
DESCRI BE OR REFER TO ANY ENTI TY OR PERSON AND AN ENTI TY OR PERSON
SHALL NOT USE ANY OTHER DESCRI PTI VE WORDS THAT MAY M SLEAD,

DECEI VE, OR I MPLY THAT I T IS A HEALTH MAI NTENANCE ORGANI ZATI ON,
UNLESS THE ENTI TY OR PERSON HAS A CERTI FI CATE OF AUTHORI TY AS A
HEALTH MAI NTENANCE ORGANI ZATI ON UNDER THI S CHAPTER.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOT USE IN I TS
NAMVE, CONTRACTS, OR LI TERATURE THE WORDS " | NSURANCE", " CASUALTY",
"SURETY", "MJTUAL", OR ANY OTHER WORDS DESCRI PTI VE OF AN | NSUR-
ANCE, CASUALTY, OR SURETY BUSI NESS OR DECEPTI VELY SI M LAR TO THE
NAME OR DESCRI PTI ON OF AN | NSURANCE OR SURETY CORPORATI ON DA NG
BUSI NESS I N THI S STATE.

SEC. 3507. THE COWM SSI ONER SHALL ESTABLI SH A SYSTEM OF
AUTHORI ZI NG AND REGULATI NG HEALTH MAI NTENANCE ORGANI ZATI ONS | N
TH'S STATE TO PROTECT AND PROMOTE THE PUBLI C HEALTH THROUGH THE
ASSURANCE THAT THE ORGANI ZATI ONS PROVI DE:
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(A) AN ACCEPTABLE QUALITY OF HEALTH CARE BY QUALI FI ED
PERSONNEL.

(B) HEALTH CARE FACI LI TIES, EQUI PMENT, AND PERSONNEL THAT
MAY REASONABLY BE REQUI RED TO ECONOM CALLY PROVI DE HEALTH MAI NTE-
NANCE SERVI CES.

(C) OPERATI ONAL ARRANGEMENTS THAT | NTEGRATE THE DELI VERY OF
VARI QUS SERVI CES.

(D) A FI NANCI ALLY SOUND PREPAYMENT PLAN FOR MEETI NG HEALTH
CARE COSTS.

SEC. 3508. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL
DEVELOP AND MAI NTAIN A QUALI TY ASSESSMENT PROGRAM TO ASSESS THE
QUALI TY OF HEALTH CARE PROVI DED TO ENROLLEES THAT | NCLUDES, AT A
M N MUM SYSTEMATI C COLLECTI ON, ANALYSI S, AND REPORTI NG OF RELE-
VANT DATA I N ACCORDANCE W TH STATUTORY AND REGULATORY
REQUI REMENTS. A HEALTH MAI NTENANCE CORGANI ZATI ON SHALL FILE I TS
QUALI TY ASSESSMENT PROGRAM AS PRESCRI BED BY THE COWM SSI ONER

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL ESTABLI SH AND
MAI NTAIN A QUALI TY | MPROVEMENT PROGRAM TO DESI GN, MEASURE
ASSESS, AND | MPROVE THE PROCESSES AND OQUTCOMES OF HEALTH CARE AS
| DENTI FI ED I N THE PROGRAM A HEALTH MAI NTENANCE ORGANI ZATI ON
SHALL FILE I TS QUALITY | MPROVEMENT PROGRAM AS PRESCRI BED BY THE
COW SSI ONER.  THE QUALI TY | MPROVEMENT PROGRAM SHALL BE UNDER THE
DI RECTI ON OF THE HEALTH MAI NTENANCE ORGANI ZATI ON' S MEDI CAL DI REC-
TOR AND SHALL | NCLUDE

(A) A VWRI TTEN STATEMENT OF THE PROGRAM S OBJECTI VES, LI NES
OF AUTHORI TY AND ACCOUNTABI LI TY, EVALUATI ON TOOLS, | NCLUDI NG DATA
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COLLECTI ON RESPONSI Bl LI TI ES, AND PERFORVANCE | MPROVEMENT
ACTI VI Tl ES.

(B) AN ANNUAL EFFECTI VENESS REVI EW OF THE PROGRAM

(O A VWRI TTEN QUALITY | MPROVEMENT PLAN THAT, AT A M Nl MUM
DESCRI BES HOW THE HEALTH MAI NTENANCE ORGANI ZATI ON ANALYZES BOTH
THE PROCESSES AND OUTCOVES OF CARE, | DENTIFIES THE TARGETED DI AG
NOSES AND TREATMENTS TO BE REVI EWNED EACH YEAR, USES A RANGE OF
APPROPRI ATE METHODS TO ANALYZE QUALI TY, COVPARES PROGRAM FI NDI NGS
W TH PAST PERFORMANCE AND | NTERNAL GOALS AND EXTERNAL STANDARDS,
MEASURES THE PERFORMANCE OF AFFI LI ATED PROVI DERS, AND CONDUCTS
PEER REVI EW ACTI VI Tl ES.

SEC. 3509. (1) AN APPLI CATION TO THE COW SSI ONER FOR A
CERTI FI CATE OF AUTHORI TY SHALL BE ON A FORM PRESCRI BED AND PRO-
VI DED BY THE COWM SSI ONER.

(2) A CERTIFI CATE OF AUTHORI TY | SSUED UNDER THI S CHAPTER | S
LI M TED TO THE SERVI CE AREA DESCRI BED | N THE APPLI CATI ON UPON
VWH CH THE CERTI FI CATE OF AUTHORI TY WAS | SSUED.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SEEKI NG TO CHANGE THE
APPROVED SERVI CE AREA SHALL SUBM T AN APPL| CATI ON TO CHANGE SERV-
| CE AREA TO THE COW SSI ONER AND SHALL NOT CHANGE THE SERVI CE
AREA UNTI L APPROVAL | S RECEI VED. THE COW SSI ONER SHALL SPECI FY
THE | NFORMATI ON REQUI RED TO BE I N THE APPLI CATI ON UNDER THI S
SUBSECTI ON.

SEC. 3511. (1) BY THE END OF THE FI RST 12 MONTHS COF OPERA-
TION, A HEALTH MAI NTENANCE ORGANI ZATI ON'S GOVERNI NG BODY SHALL
HAVE A MNITMUM OF 1/3 OF | TS MEMBERSH P CONSI STI NG OF ADULT
ENRCLLEES OF THE ORGANI ZATI ON WHO ARE NOT COVPENSATED OFFI CERS,
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EMPLOYEES, STOCKHOLDERS WHO OMN MORE THAN 5% OF THE
ORGANI ZATI ON' S SHARES, OR OTHER | NDI VI DUALS RESPONSI BLE FOR THE
CONDUCT OF, OR FI NANCI ALLY | NTERESTED I N, THE ORGANI ZATI ON' S
AFFAI RS. THE ENROLLEE BOARD MEMBERS SHALL BE ELECTED BY A SI MPLE
PLURALI TY OF THE VOTI NG SUBSCRI BERS. EACH SUBSCRI BER SHALL HAVE
1 VOTE. THE ENROLLEE BOARD MEMBERS SHALL HOLD OFFI CE FOR 3 YEARS
AFTER THEI R ELECTI ON, EXCEPT THAT THE TERMS OF OFFI CE FOLLOW NG
THE FI RST ENROLLEE ELECTI ON MAY BE ADJUSTED TO ALLOW THE TERMS OF
ENRCLLEE BOARD MEMBERS TO EXPI RE ON A STAGGERED BASI S. A VACANCY
AMONG ENROLLEE BOARD MEMBERS SHALL BE FI LLED BY APPO NTMENT BY A
SI MPLE MAJORI TY OF THE REMAI NI NG ENROLLEE MEMBERS OF THE BOARD
FROM | NDI VI DUALS MEETI NG THE QUALI FI CATIONS OF THIS SECTION. A
VACANCY SHALL BE FI LLED ONLY FOR THE UNEXPI RED PORTI ON OF THE
ORI G NAL TERM AT WHI CH TI ME THE ENROLLEE MEMBER SHALL BE ELECTED
I N THE MANNER PRESCRI BED BY THI S CHAPTER

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON'S GOVERNI NG BODY SHALL
VEET AT LEAST QUARTERLY UNLESS SPECI FI CALLY EXEMPTED FROM THI S
REQUI REMENT BY THE COWMM SSI ONER.

SEC. 3513. (1) THE COW SSI ONER SHALL REGULATE HEALTH
DELI VERY ASPECTS OF HEALTH MAI NTENANCE ORGANI ZATI ON OPERATI ONS
FOR THE PURPCSE OF ASSURI NG THAT HEALTH MAI NTENANCE ORGANI ZATI ONS
ARE CAPABLE OF PROVI DI NG CARE AND SERVI CES PROVPTLY, APPROPRI ATE-
LY, AND IN A MANNER THAT ASSURES CONTI NUI TY AND ACCEPTABLE QUAL-
I TY OF HEALTH CARE. THE COW SSI ONER SHALL ENCOURAGE HEALTH
MAI NTENANCE ORGANI ZATI ONS TO UTI LI ZE A W DE VARI ETY OF
HEALTH- RELATED DI SCI PLI NES AND FACI LI TI ES AND TO DEVELCP SERVI CES
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THAT CONTRI BUTE TO THE PREVENTI ON OF DI SEASE AND DI SABI LI TY AND
TO THE RESTORATI ON OF HEALTH.

(2) THE COWM SSI ONER SHALL REGULATE THE BUSI NESS AND FI NAN-
Cl AL ASPECTS OF HEALTH MAI NTENANCE ORGANI ZATI ON OPERATI ONS FOR
THE PURPOSE OF ASSURI NG THAT THE ORGANI ZATI ONS ARE FI NANCI ALLY
SOUND AND FOLLOW ACCEPTABLE BUSI NESS PRACTI CES. THE COWMM SSI ONER
SHALL ASSURE THAT THE ORGANI ZATI ONS OPERATE | N THE | NTEREST OF
ENRCLLEES CONSI STENT W TH OVERALL HEALTH CARE COST CONTAI NMENT
VWH LE DELI VERI NG ACCEPTABLE QUALI TY OF CARE AND SERVI CES THAT ARE
AVAI LABLE AND ACCESSI BLE TO ENROLLEES W TH APPRCPRI ATE ADM NI S-
TRATI VE COSTS AND HEALTH CARE PROVI DER | NCENTI VES. A HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL DO ALL OF THE FOLLOW NG

(A) PROVI DE, AS PROVPTLY AS APPROPRI ATE, HEALTH MAI NTENANCE
SERVI CES I N A MANNER THAT ASSURES CONTI NUI TY AND | MPARTS QUALI TY
HEALTH CARE UNDER CONDI TI ONS THE COWM SSI ONER CONSI DERS TO BE I N
THE PUBLI C | NTEREST.

(B) PROVIDE, WTH N THE GEOGRAPHI C AREA SERVED BY THE HEALTH
MAI NTENANCE ORGANI ZATI ON, HEALTH MAI NTENANCE SERVI CES THAT ARE
AVAI LABLE, ACCESSI BLE, AND PROVI DED AS PROVWPTLY AS APPROPRI ATE TO
EACH OF I TS ENROLLEES I N A MANNER THAT ASSURES CONTI NUI TY, AND
ARE AVAI LABLE AND ACCESSI BLE TO ENROLLEES 24 HOURS A DAY AND 7
DAYS A WEEK FOR THE TREATMENT OF EMERGENCY EPI SODES OF | LLNESS OR
I NJURY.

(C) PROVI DE ADEQUATE ARRANGEMENTS FOR A CONTI NUOQUS EVALU-
ATION OF THE QUALITY OF HEALTH CARE.

(D) PROVI DE THAT REASONABLE PROVI SI ONS EXI ST FOR AN ENRCLLEE
TO OBTAI N EMERGENCY HEALTH SERVI CES BOTH W THI N AND QUTSI DE OF

05036’ 99



© 0 N oo o B~ wWw N PP

N N NN N NN R R R R R P R R R
o O N W N R O © 0 N o 0o M W N B O

25
THE GEOGRAPHI C AREA SERVED BY THE HEALTH MAI NTENANCE
ORGANI ZATI1 ON.

(E) PROVI DE THAT REASONABLE PROCEDURES EXI ST FOR RESOLVI NG
ENRCLLEE GRI EVANCES AS REQUI RED BY THI S CHAPTER OR AS OTHERW SE
PROVI DED BY LAW

(F) BE | NCORPCORATED AS A DI STI NCT LEGAL ENTI TY UNDER THE
BUSI NESS CORPORATI ON ACT, 1972 PA 284, MCL 450. 1101 TO 450. 2098,
THE NONPRCFI T CORPORATI ON ACT, 1982 PA 162, MCL 450.2101 TO
450. 3192, OR THE M CH GAN LI M TED LI ABI LI TY COVWANY ACT, 1993 PA
23, MCL 450.4101 TO 450. 5200.

(G HAVE A GOVERNI NG BODY THAT MEETS THE REQUI REMENTS OF
TH S CHAPTER

SEC. 3515. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY PRO
VI DE ADDI TI ONAL HEALTH MAI NTENANCE SERVI CES OR ANY OTHER RELATED
HEALTH CARE SERVI CE OR TREATMENT NOT REQUI RED UNDER THI S
CHAPTER.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY HAVE HEALTH MAI N-
TENANCE CONTRACTS W TH NOM NAL COPAYMENTS THAT ARE REQUI RED FOR
SPECI FI C HEALTH MAI NTENANCE SERVI CES. COPAYMENTS SHALL NOT
EXCEED 50% OF A HEALTH MAI NTENANCE ORGANI ZATI ON' S RElI MBURSEMENT
TO AN AFFI LI ATED PROVI DER FOR PROVI DI NG THE SERVI CE TO AN
ENRCLLEE AND SHALL NOT BE BASED ON THE PROVI DER S STANDARD CHARGE
FOR THE SERVI CE.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY ACCEPT FROM GOvV-
ERNMVENTAL AGENCI ES AND FROM PRI VATE PERSONS PAYMENTS COVERI NG ANY
PART OF THE COST OF HEALTH MAI NTENANCE CONTRACTS.
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SEC. 3517. (1) A HEALTH MAI NTENANCE CONTRACT SHALL NOT
PROVI DE FOR PAYMENT OF CASH OR OTHER MATERI AL BENEFI T TO AN
ENRCLLEE, EXCEPT AS STATED IN TH S CHAPTER

(2) FOR AN EMERGENCY EPI SODE OF | LLNESS OR | NJURY THAT
REQUI RES | MVEDI ATE TREATMENT BEFORE | T CAN BE SECURED THROUGH THE
HEALTH MAI NTENANCE ORGANI ZATI ON, OR FOR AN OUT- OF- AREA SERVI CE
SPECI FI CALLY AUTHORI ZED BY THE HEALTH MAI NTENANCE ORGANI ZATI ON
AN ENROLLEE MAY UTI LI ZE A PROVIDER WTHI N OR W THOUT TH S STATE
NOT NORVALLY ENGAGED BY THE HEALTH MAI NTENANCE ORGANI ZATI ON TO
RENDER SERVI CE TO | TS ENROLLEES. THE ORGANI ZATlI ON SHALL PAY REA-
SONABLE EXPENSES OR FEES TO THE PROVI DER OR ENROLLEE AS APPROPRI -
ATE I'N AN I NDI VI DUAL CASE. THESE TRANSACTI ONS ARE NOT CONSI DERED
ACTS OF | NSURANCE AND, EXCEPT AS PROVIDED IN THI S CHAPTER AND
SECTI ON 3406K, ARE NOT OTHERW SE SUBJECT TO TH S ACT

SEC. 3519. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON CONTRACT
AND THE CONTRACT' S RATES, | NCLUDI NG ANY NOM NAL COPAYMENTS,
BETWEEN THE ORGANI ZATI ON AND | TS SUBSCRI BERS SHALL BE FAI R
SOUND, AND REASONABLE | N RELATI ON TO THE SERVI CES PROVI DED, AND
THE PROCEDURES FOR OFFERI NG AND TERM NATI NG CONTRACTS SHALL NOT
BE UNFAI RLY DI SCRI M NATORY

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON CONTRACT AND THE
CONTRACT” S RATES SHALL NOT DI SCRI M NATE ON THE BASI S OF RACE
COLOR, CREED, NATI ONAL ORIG N, RESIDENCE W TH N THE APPROVED
SERVI CE AREA OF THE HEALTH MAI NTENANCE ORGANI ZATI ON, LAWFUL OCCU-
PATI ON, SEX, HANDI CAP, OR MARI TAL STATUS, EXCEPT THAT MARI TAL
STATUS MAY BE USED TO CLASSI FY | NDI VI DUALS OR RI SKS FOR THE
PURPOSE OF | NSURI NG FAM LY UNITS. THE COWM SSI ONER MAY APPROVE A
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RATE DI FFERENTI AL BASED ON SEX, AGE, RESI DENCE, DI SABI LI TY,
MARI TAL STATUS, OR LAWFUL OCCUPATION, |F THE DI FFERENTI AL | S SUP-
PORTED BY SOUND ACTUARI AL PRI NCI PLES, A REASONABLE CLASSI FI CATI ON
SYSTEM AND IS RELATED TO THE ACTUAL AND CREDI BLE LOSS STATI STI CS
OR REASONABLY ANTI CI PATED EXPERI ENCE FOR NEW COVERAGES.

(3) ALL HEALTH MAI NTENANCE ORGANI ZATI ON CONTRACTS SHALL
I NCLUDE, AT A M N MUM BASIC HEALTH SERVI CES.

SEC. 3521. (1) THE METHODOLOGY USED TO DETERM NE PREPAYMENT
RATES BY CATEGORY RATES CHARGED BY THE HEALTH MAI NTENANCE ORGAN -
ZATI ON AND ANY CHANGES TO ElI THER THE METHODOLOGY OR THE RATES
SHALL BE FI LED W TH AND APPROVED BY THE COWMM SSI ONER BEFORE
BECOM NG EFFECTI VE.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL SUBM T SUPPORT-

I NG DATA USED | N THE DEVELOPMENT OF A PREPAYMENT RATE OR RATI NG
METHODOLOGY AND ALL OTHER DATA SUFFI Cl ENT TO ESTABLI SH THE FI NAN-
Cl AL SOUNDNESS OF THE PREPAYMENT PLAN OR RATI NG METHODOLOGY.

(3) THE COWMM SSI ONER MAY ANNUALLY REQUI RE A SCHEDULE OF
RATES FOR ALL SUBSCRI BER CONTRACTS AND RI DERS. ALL SUBM SSI ONS
SHALL NOTE CHANGES OF RATES PREVI QUSLY FI LED OR APPROVED.

SEC. 3523. (1) A HEALTH MAI NTENANCE CONTRACT SHALL BE FI LED
W TH AND APPROVED BY THE COWM SSI ONER.

(2) A HEALTH MAI NTENANCE CONTRACT SHALL | NCLUDE ANY APPROVED
RI DERS, AMENDMENTS, AND THE ENROLLMENT APPLI CATI ON.

(3) IN ADDI TION TO THE PROVI SIONS OF THI'S ACT THAT APPLY TO
AN EXPENSE- | NCURRED HOSPI TAL, MEDI CAL, OR SURG CAL POLI CY OR CER-
TI FI CATE, A HEALTH MAI NTENANCE CONTRACT SHALL | NCLUDE ALL OF THE
FOLLOW NG

05036’ 99



© 0 N oo o B~ wWw N PP

N N N N N NN R P R R R R R R R
o O N W N P O © 0 N o o0 M W N - O

28

(A) NAVE AND ADDRESS OF THE ORGANI ZATI ON.

(B) DEFI NI TIONS OF TERVS SUBJECT TO | NTERPRETATI ON.

(C) THE EFFECTI VE DATE AND DURATI ON OF COVERAGE.

(D) THE CONDI TI ONS OF ELI G BI LI TY.

(E) A STATEMENT OF RESPONSI Bl LI TY FOR PAYMENTS.

(F) A DESCRI PTI ON OF SPECI FI C BENEFI TS AND SERVI CES AVAI L-
ABLE UNDER THE CONTRACT W THI N THE SERVI CE AREA, W TH RESPECTI VE
COPAYMENTS.

(G A DESCRI PTI ON OF EMERGENCY AND OUT- OF- AREA SERVI CES.

(H A SPECI FI C DESCRI PTI ON OF ANY LI M TATI ON, EXCLUSI ON, AND
EXCEPTI ON, | NCLUDI NG ANY PREEXI STI NG CONDI TI ON LI M TATI ON,
GROUPED TOGETHER W TH CAPTI ONS | N BOLDFACED TYPE.

(1) COVENANTS WHI CH ADDRESS CONFI DENTI ALI TY, AN ENROLLEE S
RI GHT TO CHOOSE OR CHANGE THE PRI MARY CARE PHYSI Cl AN OR OTHER
PROVI DERS, AVAI LABI LI TY AND ACCESSI BI LI TY OF SERVI CES, AND ANY
Rl GHTS OF THE ENROLLEE TO | NSPECT AND REVI EWH S OR HER MEDI CAL
RECORDS.

(J) COVENANTS OF THE SUBSCRI BER SHALL ADDRESS ALL OF THE
FOLLOW NG SUBJECTS:

(i) TIMELY PAYMENT.

(ii) NONASSI GNVENT OF BENEFI TS.

(iii) TRUTH | N APPLI CATI ON AND STATEMENTS.

(iv) NOTI Fl CATI ON OF CHANGE | N ADDRESS.

(v) THEFT OF MEMBERSHI P | DENTI FI CATI ON.

(K) A STATEMENT OF RESPONSI Bl LI TI ES AND RI GHTS REGARDI NG THE
GRI EVANCE PROCEDURE.
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(1) A STATEMENT REGARDI NG SUBROGATI ON AND COCRDI NATI ON OF
BENEFI TS PROVI SI ONS, | NCLUDI NG ANY RESPONSI BI LI TY OF THE ENROLLEE
TO COOPERATE

(M A STATEMENT REGARDI NG CONVERSI ON RI GHTS.

(N) PROVI SI ONS FOR ADDI NG NEW FAM LY MEMBERS OR OTHER
ACQUI RED DEPENDENTS, | NCLUDI NG CONVERSI ON OF | NDI VI DUAL CONTRACTS
TO FAM LY CONTRACTS AND FAM LY CONTRACTS TO | NDI VI DUAL CONTRACTS,
AND THE TI ME CONSTRAI NTS | MPOSED

(O PROVI SIONS FOR GRACE PERI CDS FOR LATE PAYMENT.

(P) A DESCRI PTI ON OF ANY SPECI FI C TERV5S UNDER WHI CH THE
HEALTH MAI NTENANCE ORGANI ZATI ON OR THE SUBSCRI BER CAN TERM NATE
THE CONTRACT.

(Q A STATEMENT OF THE NONASSI GNABI LI TY OF THE CONTRACT

SEC. 3525. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(2), I'F A HEALTH MAI NTENANCE CRGANI ZATI ON DESI RES TO CHANGE A
CONTRACT I T OFFERS TO ENROLLEES OR DESI RES TO CHANCGE A RATE
CHARCED, A COPY OF THE PROPOSED REVI SED CONTRACT OR RATE SHALL BE
FILED WTH THE COWM SSI ONER AND SHALL NOT TAKE EFFECT UNTIL 60
DAYS AFTER THE FI LI NG UNLESS THE COW SSI ONER APPROVES THE
CHANCE I N WRI TI NG BEFORE THE EXPI RATI ON OF 60 DAYS AFTER THE
FILING | F THE COW SSI ONER CONSI DERS THAT THE PROPOSED REVI SED
CONTRACT OR RATE | S | LLEGAL OR UNREASONABLE | N RELATI ON TO THE
SERVI CES PROVI DED, THE COWM SSI ONER, NOT MORE THAN 60 DAYS AFTER
THE PROPOSED REVI SED CONTRACT OR RATE IS FILED, SHALL NOTI FY THE
ORGANI ZATI ON I N WRI TI NG, SPECI FYI NG THE REASONS FOR DI SAPPROVAL
OR FOR APPROVAL W TH MCDI FI CATI ONS.  FOR AN APPROVAL W TH
MCDI FI CATI ONS, THE NOTI CE SHALL SPECI FY WHAT MODI FI CATI ONS | N THE
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FI LI NG ARE REQUI RED FOR APPROVAL, THE REASONS FOR THE
MCDI FI CATI ONS, AND THAT THE FI LI NG BECOVES EFFECTI VE AFTER THE
MCDI FI CATI ONS ARE MADE AND APPROVED BY THE COWM SSI ONER. THE
COW SSI ONER SHALL SCHEDULE A HEARI NG NOT MORE THAN 30 DAYS AFTER
RECEI PT OF A WRI TTEN REQUEST FROM THE HEALTH MAI NTENANCE ORGAN -
ZATI ON, AND THE REVI SED CONTRACT OR RATE SHALL NOT TAKE EFFECT
UNTI L APPROVED BY THE COWM SSI ONER AFTER THE HEARING. W THI N 30
DAYS AFTER THE HEARI NG THE COMM SSI ONER SHALL NOTI FY THE ORGAN -
ZATION IN WRI TING OF THE DI SPCSI TI ON OF THE PROPOSED REVI SED CON-
TRACT OR RATE, TOGETHER W TH THE COWM SSI ONER' S FI NDI NGS OF FACT
AND CONCLUSI ONS.

(2) IF THE REVI SED CONTRACT OR RATE | S THE RESULT OF COLLEC
TI VE BARGAI NI NG AND AFFECTS ONLY THE MEMBERS OF THE GROUPS
ENGAGED | N THE COLLECTI VE BARGAI NI NG SUBSECTI ON (1) DOES NOT
APPLY BUT THE REVI SED CONTRACT OR RATE SHALL BE | MVEDI ATELY FI LED
W TH THE COW SSI ONER.

(3) NOT LESS THAN 30 DAYS BEFORE THE EFFECTI VE DATE OF A
PROPOSED CHANGE | N A HEALTH MAI NTENANCE CONTRACT OR THE RATE
CHARCED, THE HEALTH MAI NTENANCE ORGANI ZATI ON SHALL | SSUE TO EACH
SUBSCRI BER OR GROUP OF SUBSCRI BERS WHO W LL BE AFFECTED BY THE
PROPOSED CHANGE A CLEAR WRI TTEN STATEMENT STATI NG THE EXTENT AND
NATURE OF THE PROPOSED CHANCGE. | F THE COWM SSI ONER HAS APPROVED
A PROPOSED CHANGE | N A CONTRACT OR RATE I N WRI TI NG BEFORE THE
EXPI RATI ON OF 60 DAYS AFTER THE DATE OF FI LI NG THE ORGANI ZATI ON
| MVEDI ATELY SHALL NOTI FY EACH SUBSCRI BER OR GROUP OF SUBSCRI BERS
WHO W LL BE AFFECTED BY THE PROPOSED CHANGE.
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SEC. 3527. (1) UPON OBTAI NI NG A CERTI FI CATE OF AUTHORITY, A
HEALTH MAI NTENANCE ORGANI ZATI ON MAY ENTER | NTO HEALTH MAI NTENANCE
CONTRACTS AND ENGAGE | N OTHER ACTI VI TI ES CONSI STENT WTH THI S
PART AND OTHER APPLI CABLE LAWS OF THI S STATE THAT ARE NECESSARY
TO PERFORM | TS OBLI GATI ONS UNDER | TS CONTRACTS.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOT TERM NATE A
HEALTH MAI NTENANCE CONTRACT OR DENY A RENEWAL OF A CONTRACT
BECAUSE OF AGE, SEX, HEALTH STATUS, NATIONAL ORI G N, OR FREQUENCY
OF UTI LI ZATI ON OF MEDI CALLY | NDI CATED SERVI CES OF AN ENROLLEE OR
GROUP OF ENROLLEES.

(3) A HEALTH MAI NTENANCE CONTRACT NMAY BE TERM NATED FOR VI O
LATI ON OF THE TERMS OF THE CONTRACT OR FOR NONPAYMENT OF THE
FI XED PREPAI D SUM OR PER CAPI TA PREPAYMENT SET FORTH I N THE CON-
TRACT | F THE FI XED PREPAI D SUM OR PER CAPI TA PREPAYMENT IS NOT
PAID WTH N 30 DAYS AFTER THE DUE DATE.

SEC. 3528. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL DO
ALL OF THE FOLLOW NG

(A) ESTABLI SH WRI TTEN POLI CI ES AND PROCEDURES FOR CREDEN-

TI ALI NG VERI FI CATI ON OF ALL HEALTH CARE PROFESSI ONALS W TH WHOM
THE HEALTH MAI NTENANCE ORGANI ZATI ON CONTRACTS AND SHALL APPLY
THESE STANDARDS CONSI STENTLY.

(B) VERI FY THE CREDENTI ALS OF A HEALTH CARE PROFESSI ONAL
BEFORE ENTERI NG | NTO A CONTRACT W TH THAT HEALTH CARE
PROFESSI ONAL. THE HEALTH MAI NTENANCE ORGANI ZATI ON' S MEDI CAL
DI RECTOR OR OTHER DESI GNATED HEALTH CARE PROFESSI ONAL SHALL HAVE
RESPONSI Bl LI TY FOR, AND SHALL PARTI Cl PATE I N, HEALTH CARE
PROFESSI ONAL CREDENTI ALI NG VERI FI CATI ON.

05036’ 99



32

(C) ESTABLI SH A CREDENTI ALI NG VERI FI CATI ON COMM TTEE
CONSI STI NG OF LI CENSED PHYSI CI ANS AND OTHER HEALTH CARE PROFES-
SI ONALS TO REVI EW CREDENTI ALI NG VER! FI CATI ON | NFORMATI ON AND SUP-
PORTI NG DOCUVENTS AND MAKE DECI SI ONS REGARDI NG CREDENTI ALI NG
VER! FI CATI ON.

(D) MAKE AVAI LABLE FOR REVI EW BY THE APPLYI NG HEALTH CARE
PROFESSI ONAL UPON WRI TTEN REQUEST ALL APPLI CATI ON AND CREDENTI AL-
| NG VERI FI CATI ON POLI Cl ES AND PROCEDURES.

(E) RETAIN ALL RECORDS AND DOCUMENTS RELATI NG TO A HEALTH
CARE PROFESS|I ONAL' S CREDENTI ALI NG VERI FI CATI ON PROCESS FOR AT
LEAST 2 YEARS.

(F) KEEP CONFI DENTI AL ALL | NFORMATI ON OBTAI NED | N THE CRE-
DENTI ALI NG VER!I FI CATI ON PROCESS, EXCEPT AS OTHERW SE PROVI DED BY
LAW

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL OBTAI N PRI MARY
VER! FI CATI ON OF AT LEAST ALL OF THE FOLLOW NG | NFORMVATI ON ABOUT
AN APPLI CANT TO BECOVE AN AFFI LI ATED PROVI DER W TH THE HEALTH
MAI NTENANCE ORGANI ZATI ON:

(A) CURRENT LI CENSE TO PRACTI CE MEDI CINE I N THI S STATE AND
H STORY OF LI CENSURE.

(B) CURRENT LEVEL OF PROFESS|I ONAL LI ABI LI TY COVERAGE, |F
APPL| CABLE.

(C) STATUS OF HOSPI TAL PRI VI LEGES, |F APPLI CABLE.

(D) SPECI ALTY BOARD CERTI FI CATI ON STATUS, |F APPLI CABLE.

(E) CURRENT DRUG ENFORCEMENT AGENCY (DEA) REG STRATI ON CER-
TI FI CATE, | F APPLI CABLE.
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(F) GRADUATI ON FROM MEDI CAL SCHOOL.

(G COVPLETI ON OF POSTGRADUATE TRAINING | F APPLI CABLE.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL OBTAIN, SUBJECT
TO El THER PRI MARY OR SECONDARY VER! FI CATI ON AT THE HEALTH MAI NTE-
NANCE ORGANI ZATI ON' S DI SCRETI ON, ALL OF THE FOLLOW NG | NFORVATI ON
ABOUT AN APPLI CANT TO BECOME AN AFFI LI ATED PROVI DER W TH THE
HEALTH MAI NTENANCE ORGANI ZATI ON:

(A) THE HEALTH CARE PROFESS|I ONAL’ S LI CENSE HI STORY IN TH S
AND ALL OTHER STATES.

(B) THE HEALTH CARE PROFESSI ONAL' S MALPRACTI CE HI STORY.

(C) THE HEALTH CARE PROFESS|I ONAL' S PRACTI CE HI STORY.

(4) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL OBTAI N AT LEAST
EVERY 3 YEARS PRI MARY VERI FI CATI ON OF ALL OF THE FOLLOW NG FOR A
PARTI Cl PATI NG HEALTH CARE PROFESS| ONAL:

(A) CURRENT LI CENSE TO PRACTI CE MEDICINE I N THI S STATE.

(B) CURRENT LEVEL OF PROFESS|I ONAL LI ABI LI TY COVERAGE, |F
APPL| CABLE.

(C) STATUS OF HOSPI TAL PRI VI LEGES, |F APPLI CABLE.

(D) CURRENT DEA REG STRATI ON CERTI FI CATE, |F APPLI CABLE.

(E) SPECI ALTY BOARD CERTI FI CATI ON STATUS, |F APPLI CABLE.

(5) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL REQUI RE ALL PAR-
TI Cl PATI NG PROVI DERS TO NOTI FY THE HEALTH MAI NTENANCE ORGANI ZA-
TI ON OF CHANGES | N THE STATUS OF ANY OF THE I TEMS LISTED IN TH S
SECTI ON AT ANY TI ME AND | DENTI FY FOR AFFI LI ATED PROVI DERS THE
| NDI VI DUAL TO WHOM THEY SHOULD REPORT CHANGES | N THE STATUS OF AN
| TEM LI STED IN TH' S SECTI ON.
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(6) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL PROVI DE A HEALTH
CARE PROFESSI ONAL W TH THE OPPORTUNI TY TO REVI EW AND CORRECT
| NFORMATI ON SUBM TTED I N SUPPORT OF THAT HEALTH CARE
PROFESSI ONAL’ S CREDENTI ALI NG VERI FI CATI ON APPLI CATI ON AS
FOLLOWS

(A) EACH HEALTH CARE PROFESSI ONAL WHO IS SUBJECT TO THE CRE-
DENTI ALI NG VERI FI CATI ON PROCESS HAS THE RI GAT TO REVI EW ALL
I NFORMATI ON, | NCLUDI NG THE SOURCE OF THAT | NFORMATI ON, OBTAI NED
BY THE HEALTH MAI NTENANCE ORGANI ZATI ON TO SATI SFY THE REQUI RE-
MENTS OF THI S SECTI ON DURI NG THE HEALTH MAI NTENANCE
ORGANI ZATI ON' S CREDENTI ALI NG PROCESS.

(B) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOTI FY A HEALTH
CARE PROFESSI ONAL OF ANY | NFORMATI ON OBTAI NED DURI NG THE HEALTH
MAI NTENANCE ORGANI ZATI ON' S CREDENTI ALI NG VERI FI CATI ON PROCESS
THAT DOES NOT MEET THE HEALTH MAI NTENANCE ORGANI ZATlI ON' S CREDEN-
TI ALI NG VERI FI CATI ON STANDARDS OR THAT VARI ES SUBSTANTI ALLY FROM
THE | NFORVATI ON PROVI DED TO THE HEALTH MAI NTENANCE ORGANI ZATI ON
BY THE HEALTH CARE PROFESSI ONAL, EXCEPT THAT THE HEALTH MAI NTE-
NANCE ORGANI ZATION IS NOT REQUI RED TO REVEAL THE SOURCE OF | NFOR-
MATION | F THE | NFORVATI ON IS NOT OBTAI NED TO MEET THE REQUI RE-
MENTS OF THI S SECTION OR | F DI SCLOSURE | S PROHI BI TED BY LAW

(© A HEALTH CARE PROFESSI ONAL HAS THE RI GHT TO CORRECT ANY
ERRONEQUS | NFORVATI ON. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL
HAVE A FORVAL PROCESS BY WHI CH A HEALTH CARE PROFESSI ONAL NMAY
SUBM T SUPPLEMENTAL OR CORRECTED | NFORVATI ON TO THE HEALTH NAI N-
TENANCE ORGANI ZATI ON' S CREDENTI ALI NG VERI FI CATI ON COMM TTEE AND
REQUEST A RECONSI DERATI ON OF THE HEALTH CARE PROFESSI ONAL’ S
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CREDENTI ALI NG VERI FI CATI ON APPLI CATI ON | F THE HEALTH CARE
PROFESSI ONAL FEELS THAT THE HEALTH CARRI ER S CREDENTI ALI NG VERI -
FI CATI ON COW TTEE HAS RECEI VED | NFORVATI ON THAT | S | NCORRECT OR
M SLEADI NG.  SUPPLEMENTAL | NFORVATI ON | S SUBJECT TO CONFI RVATI ON
BY THE HEALTH MAI NTENANCE ORGANI ZATI ON.

(7) IF A HEALTH MAI NTENANCE ORGANI ZATI ON CONTRACTS TO HAVE
ANOTHER ENTI TY PERFORM THE CREDENTI ALI NG FUNCTI ONS REQUI RED BY
TH' 'S SECTI ON, THE COMM SSI ONER SHALL HOLD THE HEALTH MAI NTENANCE
ORGANI ZATI ON RESPONSI BLE FOR MONI TORI NG THE ACTIVI TIES OF THE
ENTITY WTH WHICH | T CONTRACTS AND FOR ENSURI NG THAT THE REQUI RE-
MENTS OF THI S SECTI ON ARE MET.

(8) NOTHING IN THIS ACT SHALL BE CONSTRUED TO REQUI RE A
HEALTH MAI NTENANCE ORGANI ZATI ON TO SELECT A PROVI DER AS AN AFFI L-
| ATED PROVI DER SOLELY BECAUSE THE PROVI DER MEETS THE HEALTH MAI N-
TENANCE ORGANI ZATI ON' S CREDENTI ALI NG VERI FI CATI ON STANDARDS, OR
TO PREVENT A HEALTH MAI NTENANCE ORGANI ZATI ON FROM UTI LI ZI NG SEPA-
RATE OR ADDI TI ONAL CRI TERI A I N SELECTI NG THE HEALTH CARE PROFES-
SIONALS WTH VWHOM | T CONTRACTS.

SEC. 3529. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY CON-
TRACT WTH OR EMPLOY HEALTH PROFESSI ONALS ON THE BASI S OF COST,
QUALI TY, AVAILABILITY OF SERVI CES TO THE MEMBERSHI P, CONFORM TY
TO THE ADM NI STRATI VE PROCEDURES COF THE HEALTH MAI NTENANCE ORGAN-
| ZATI ON, AND OTHER FACTORS RELEVANT TO DELI VERY OF ECONOM CAL,
QUALI TY CARE, BUT SHALL NOT DI SCRI M NATE SOLELY ON THE BASI S OF
THE CLASS OF HEALTH PROFESSI ONALS TO WHI CH THE HEALTH PROFES-

S| ONAL BELONGS.
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(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL ENTER | NTO
CONTRACTS W TH PROVI DERS THROUGH WHI CH HEALTH CARE SERVI CES ARE
USUALLY PROVI DED TO ENRCLLEES UNDER THE HEALTH MAI NTENANCE ORGAN-
| ZATI ON PLAN.

(3) AN AFFI LI ATED PROVI DER CONTRACT SHALL PROHI BI T THE PRO-
VI DER FROM SEEKI NG PAYMENT FROM THE ENROLLEE FOR SERVI CES PRO-

VI DED PURSUANT TO THE PROVI DER CONTRACT, EXCEPT THAT THE CONTRACT
MAY ALLOW AFFI LI ATED PROVI DERS TO COLLECT COPAYMENTS DI RECTLY
FROM ENROLLEES.

(4) AN AFFI LI ATED PROVI DER CONTRACT SHALL CONTAI N PROVI SI ONS
ASSURI NG ALL OF THE FOLLOW NG

(A) THE PROVI DER MEETS APPLI CABLE LI CENSURE OR CERTI FI CATI ON
REQUI REMENTS.

(B) APPROPRI ATE ACCESS BY THE HEALTH MAI NTENANCE ORGANI ZA-

TI ON TO RECORDS OR REPORTS CONCERNI NG SERVI CES TO I TS ENROLLEES.

(© THE PROVI DER COOPERATES W TH THE HEALTH MAI NTENANCE
ORGANI ZATI ON''S QUALI TY ASSURANCE ACTI VI Tl ES.

(5) THE COWM SSI ONER MAY WAI VE THE CONTRACT REQUI REMENT
UNDER SUBSECTI ON (2) |IF A HEALTH MAI NTENANCE ORGANI ZATI ON HAS
DEMONSTRATED THAT I T I'S UNABLE TO OBTAIN A CONTRACT AND ACCESSI -
BI LI TY TO PATI ENT CARE WOULD NOT' BE COVWPROM SED.  WHEN 10% OR
MORE OF A HEALTH MAI NTENANCE ORGANI ZATI ON' S ELECTI VE | NPATI ENT
ADM SSI ONS, OR PRQIJECTED ADM SSI ONS FOR A NEW HEALTH MAI NTENANCE
ORGANI ZATI ON, OCCUR I N HOSPI TALS W TH WHI CH THE HEALTH MAI NTE-
NANCE ORGANI ZATI ON DOES NOT HAVE CONTRACTS OR AGREEMENTS THAT
PROTECT ENROLLEES FROM LI ABI LI TY FOR AUTHORI ZED ADM SSI ONS AND
SERVI CES, THE HEALTH MAI NTENANCE ORGANI ZATI ON MAY BE REQUI RED TO
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MAI NTAI N A HOSPI TAL RESERVE FUND EQUAL TO 3 MONTHS PRQIECTED
CLAI M5 FROM SUCH HOSPI TALS.

(6) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL SUBM T TO THE
COW SSI ONER FOR APPROVAL STANDARD CONTRACT FORMATS PROPOSED FOR
USE WTH I TS AFFI LI ATED PROVI DERS AND ANY SUBSTANTI VE CHANGES TO
THOSE CONTRACTS. THE CONTRACT FORMAT OR CHANGE | S CONSI DERED
APPROVED 30 DAYS AFTER FI LI NG UNLESS APPROVED OR DI SAPPROVED
WTH N THE 30 DAYS. AS USED IN THI S SUBSECTI ON, " SUBSTANTI VE
CHANGES TO CONTRACT FORNVATS' MEANS A CHANGE TO A PROVI DER CON-
TRACT THAT ALTERS THE METHOD OF PAYMENT TO A PROVI DER, ALTERS THE
Rl SK ASSUMED BY EACH PARTY TO THE CONTRACT, OR AFFECTS A PROVI -
SI ON REQUI RED BY LAW

(7) A HEALTH MAI NTENANCE ORGANI ZATI ON OR APPLI CANT SHALL
PROVI DE EVI DENCE THAT I T HAS EMPLOYED, OR HAS EXECUTED AFFI LI A-
TI ON CONTRACTS W TH, A SUFFI Cl ENT NUMBER OF PROVI DERS TO ENABLE
I T TO DELI VER THE HEALTH MAI NTENANCE SERVI CES | T PROPOSES TO
OFFER.

SEC. 3530. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL
MAI NTAI N CONTRACTS W TH THOSE NUMBERS AND THOSE TYPES OF AFFI LI -
ATED PROVI DERS THAT ARE SUFFI Cl ENT TO ASSURE THAT COVERED SERV-
| CES ARE AVAI LABLE TO I TS ENROLLEES W THOUT UNREASONABLE DELAY.
THE COWM SSI ONER SHALL DETERM NE WHAT | S SUFFI Cl ENT AS PROVI DED
IN THI'S SECTI ON AND AS MAY BE ESTABLI SHED BY REFERENCE TO REASON-
ABLE CRI TERI A USED BY THE HEALTH MAI NTENANCE ORGANI ZATI ON,

I NCLUDI NG, BUT NOT LIMTED TO PROVI DER- COVERED PERSON RATI OS BY
SPECI ALTY, PRI MARY CARE PROVI DER- COVERED PERSON RATI CS,
GEOGRAPHI C ACCESSI BI LI TY, WAI TI NG TI MES FOR APPO NTMENTS W TH
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PARTI Cl PATI NG PROVI DERS, HOURS OF OPERATI ON, AND THE VOLUME OF
TECHNOLOG CAL AND SPECI ALTY SERVI CES AVAI LABLE TO SERVE THE NEEDS
OF ENRCOLLEES REQUI RI NG TECHNOLOG CALLY ADVANCED OR SPECI ALTY
CARE.

(2) IF A HEALTH MAI NTENANCE ORGANI ZATI ON HAS AN | NSUFFI CI ENT
NUMBER OR TYPE OF PARTI Cl PATI NG PROVI DERS TO PROVI DE A COVERED
BENEFI T, THE HEALTH MAI NTENANCE ORGANI ZATI ON SHALL ENSURE THAT
THE ENROLLEE OBTAI NS THE COVERED BENEFI T AT NO GREATER COST TO
THE ENROLLEE THAN | F THE BENEFI T WERE OBTAI NED FROM PARTI Cl PATI NG
PROVI DERS, OR SHALL MAKE OTHER ARRANGEMENTS ACCEPTABLE TO THE
COW SSI ONER.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL ESTABLI SH AND
MAI NTAI N ADEQUATE ARRANGEMENTS TO ENSURE REASONABLE PROXIM TY OF
PARTI Cl PATI NG PROVI DERS TO THE BUSI NESS OR PERSONAL RESI DENCE OF
ENRCLLEES. | N DETERM NI NG WHETHER A HEALTH MAI NTENANCE ORGANI ZA-
TI ON HAS COVPLI ED WTH THI S PROVI SI ON, THE COWM SSI ONER SHALL
G VE DUE CONSI DERATI ON TO THE RELATI VE AVAI LABI LI TY OF HEALTH
CARE PROVI DERS | N THE SERVI CE AREA.

SEC. 3531. (1) THI S SECTION APPLIES I F A HEALTH MAI NTENANCE
ORGANI ZATI ON CONTRACTS W TH HEALTH CARE PROVI DERS TO BECOME
AFFI LI ATED PROVI DERS OR OFFERS A PRUDENT PURCHASER CONTRACT.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY ENTER | NTO A CON-
TRACT WTH 1 OR MORE HEALTH CARE PROVI DERS TO CONTRCL HEALTH CARE
COSTS, ASSURE APPROPRI ATE UTI LI ZATI ON OF HEALTH MAI NTENANCE SERV-
| CES, AND MAI NTAIN QUALI TY OF HEALTH CARE. THE HEALTH MAI NTE-
NANCE ORGANI ZATI ON MAY LIM T THE NUMBER OF CONTRACTS ENTERED | NTO
UNDER THI' S SECTION | F THE NUMBER OF CONTRACTS IS SUFFI CI ENT TO
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ASSURE REASONABLE LEVELS OF ACCESS TO HEALTH MAI NTENANCE SERVI CES
FOR RECI PI ENTS OF THOSE SERVI CES. THE NUMBER OF CONTRACTS AUTHO-
RI ZED BY THI S SECTI ON THAT ARE NECESSARY TO ASSURE REASONABLE
LEVELS OF ACCESS TO HEALTH MAI NTENANCE SERVI CES FOR RECI Pl ENTS
SHALL BE DETERM NED BY THE HEALTH MAI NTENANCE ORGANI ZATI ON AS
APPROVED BY THE COW SSI ONER UNDER THI S CHAPTER. HOWEVER, THE
HEALTH MAI NTENANCE ORGANI ZATI ON SHALL OFFER A CONTRACT, COv
PARABLE TO THOSE CONTRACTS ENTERED | NTO W TH OTHER AFFI LI ATED
PROVI DERS, TO AT LEAST 1 HEALTH CARE PROVI DER THAT PROVI DES THE
APPLI CABLE HEALTH MAI NTENANCE SERVI CES AND |'S LOCATED WTHI N A
REASONABLE DI STANCE FROM THE RECI PI ENTS OF THOSE HEALTH MAI NTE-
NANCE SERVI CES, | F A HEALTH CARE PROVI DER THAT PROVI DES THE
APPLI CABLE HEALTH MAI NTENANCE SERVI CES IS LOCATED W THI N THAT
REASONABLE DI STANCE.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL G VE ALL HEALTH
CARE PROVI DERS THAT PROVI DE THE APPLI CABLE HEALTH MAI NTENANCE
SERVI CES AND ARE LOCATED I N THE GEOGRAPHI C AREA SERVED BY THE
HEALTH MAI NTENANCE ORGANI ZATI ON AN OPPORTUNI TY TO APPLY TO THE
HEALTH MAI NTENANCE ORGANI ZATI ON TO BECOME AN AFFI LI ATED
PROVI DER.

(4) A CONTRACT SHALL BE BASED UPON THE FOLLOW NG WRI TTEN
STANDARDS WHI CH SHALL BE FI LED BY THE HEALTH MAI NTENANCE ORGANI -
ZATION WTH THE COMM SSI ONER ON A FORM AND I N A MANNER THAT I S
UNI FORMLY DEVELOPED AND APPLI ED BY THE COWMM SSI ONER:

(A) STANDARDS FOR MNAI NTAI NI NG QUALI TY HEALTH CARE.

(B) STANDARDS FOR CONTROLLI NG HEALTH CARE COSTS.
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(C) STANDARDS FOR ASSURI NG APPROPRI ATE UTI LI ZATI ON OF HEALTH
CARE SERVI CES.

(D) STANDARDS FOR ASSURI NG REASONABLE LEVELS OF ACCESS TO
HEALTH CARE SERVI CES.

(E) OTHER STANDARDS CONSI DERED APPROPRI ATE BY THE HEALTH
MAI NTENANCE ORGANI ZATI ON

(5) I'F THE COW SSI ONER DETERM NES THAT STANDARDS UNDER
SUBSECTI ON (4) ARE DUPLI CATI VE OF STANDARDS ALREADY FI LED BY THE
HEALTH MAI NTENANCE ORGANI ZATI ON, THOSE DUPLI CATI VE STANDARDS NEED
NOT BE FI LED UNDER SUBSECTI ON (4).

(6) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL DEVELOP AND
I NSTI TUTE PROCEDURES THAT ARE DESI GNED TO NOTI FY HEALTH CARE PRO-
VI DERS THAT PROVI DE THE APPLI CABLE HEALTH MAI NTENANCE SERVI CES
AND ARE LOCATED I N THE GEOGRAPHI C AREA SERVED BY THE ORGANI ZATI ON
OF THE ACCEPTANCE OF APPLI CATI ONS FOR A PROVI DER PANEL. THE PRO
CEDURES SHALL | NCLUDE THE G VI NG OF NOTI CE TO THOSE PROVI DERS
UPON REQUEST AND SHALL | NCLUDE PUBLI CATI ON I N A NEWSPAPER W TH
GENERAL Cl RCULATI ON I N THE GEOGRAPHI C AREA SERVED BY THE ORGANI -
ZATI ON AT LEAST 30 DAYS BEFORE THE | NI TI AL PROVI DER APPLI CATI ON
PERI OD

(7) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL PROVI DE FOR AN
I NI TI AL 60- DAY PROVI DER APPLI CATI ON PERI OD DURI NG WHI CH PROVI DERS
MAY APPLY TO THE HEALTH MAI NTENANCE ORGANI ZATI ON TO BECOVE AFFI L-
| ATED PROVI DERS. A HEALTH NMAI NTENANCE ORGANI ZATI ON THAT HAS
ENTERED | NTO A CONTRACT W TH AN AFFI LI ATED PROVI DER SHALL PRO-
VI DE, AT LEAST ONCE EVERY 4 YEARS, FOR A 60- DAY PROVI DER
APPLI CATI ON PERI CD DURI NG WHI CH A PROVI DER MAY APPLY TO THE
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ORGANI ZATI ON TO BECOVE AN AFFI LI ATED PROVI DER. NOTICE OF TH S
PROVI DER APPLI CATI ON PERI CD SHALL BE G VEN TO PROVI DERS UPON
REQUEST AND SHALL BE PUBLI SHED I N A NEWSPAPER W TH GENERAL Cl RCU-
LATI ON I N THE GEOGRAPHI C AREA SERVED BY THE ORGANI ZATlI ON AT LEAST
30 DAYS BEFORE THE COVMENCEMENT OF THE PROVI DER APPLI CATI ON
PERI OD. UPON RECElI PT OF A REQUEST BY A HEALTH CARE PROVI DER, THE
ORGANI ZATI ON SHALL PROVI DE THE WRI TTEN STANDARDS REQUI RED UNDER
TH S CHAPTER TO THE HEALTH CARE PROVI DER. W THI N 90 DAYS AFTER
THE CLOSE OF A PROVI DER APPLI CATI ON PERI OD, OR W THI N 30 DAYS
FOLLOW NG THE COVPLETI ON OF THE APPLI CABLE PHYSI CI AN CREDENTI AL-
I NG PROCESS, WH CHEVER | S LATER, A HEALTH MAI NTENANCE ORGANI ZA-
TI ON SHALL NOTI FY AN APPLI CANT I N WRI TI NG AS TO WHETHER THE
APPLI CATI ON TO BECOVE AN AFFI LI ATED PROVI DER HAS BEEN ACCEPTED OR
REJECTED. | F AN APPLI CANT HAS BEEN REJECTED, THE HEALTH MAI NTE-
NANCE ORGANI ZATI ON SHALL STATE IN WRI TI NG THE REASONS FOR REJEC-
TION, CTING1 OR MORE OF THE STANDARDS.

(8) A HEALTH CARE PROVI DER WHOSE CONTRACT AS AN AFFI LI ATED
PROVI DER | S TERM NATED SHALL BE PROVI DED UPON REQUEST WTH A
VWRI TTEN EXPLANATI ON BY THE ORGANI ZATI ON OF THE REASONS FOR THE
TERM NATI ON.

(9) A HEALTH MAI NTENANCE ORGANI ZATI ON THAT | S PROVI DI NG PRU-
DENT PURCHASER AGREEMENT SERVI CES TO AN | NSURER SHALL PROVI DE THE
I NSURER ON A TI MELY BASI S W TH | NFORVATI ON REQUESTED BY THE
I NSURER THAT THE ORGANI ZATI ON HAS AND THAT THE | NSURER NEEDS TO
COVPLY W TH SECTI ON 2212.

SEC. 3533. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON MAY COFFER
PRUDENT PURCHASER CONTRACTS TO GROUPS OR | NDI VI DUALS AND I N
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CONJUNCTI ON W TH THOSE CONTRACTS A HEALTH MAI NTENANCE
ORGANI ZATI ON MAY PAY OR MAY RElI MBURSE ENROLLEES, OR MAY CONTRACT
W TH ANOTHER ENTI TY TO PAY OR RElI MBURSE ENROLLEES, FOR UNAUTHO
Rl ZED SERVI CES OR FOR SERVI CES BY NONAFFI LI ATED PROVI DERS | N
ACCORDANCE W TH THE TERMS OF THE CONTRACT AND SUBJECT TO COPAY-
MENTS, DEDUCTI BLES, OR OTHER FI NANCI AL PENALTI ES DESI GNED TO
ENCOURAGE ENROLLEES TO OBTAI N SERVI CES FROM THE ORGANI ZATI ON' S
PROVI DERS.

(2) PRUDENT PURCHASER CONTRACTS AND THE RATES CHARGED FOR
THEM ARE SUBJECT TO THE SAME REGULATORY REQUI REMENTS AS HEALTH
MAI NTENANCE CONTRACTS. THE RATES CHARCGED BY AN ORGANI ZATI ON FOR
COVERAGE UNDER CONTRACTS | SSUED UNDER THI' S SECTI ON SHALL NOT BE
UNREASONABLY LOWER THAN WHAT | S NECESSARY TO MEET THE EXPENSES OF
THE ORGANI ZATI ON FOR PROVI DI NG THI S COVERAGE AND SHALL NOT HAVE
AN ANTI COVPETI TI VE EFFECT OR RESULT | N PREDATORY PRI CI NG | N RELA-
TI ON TO PRUDENT PURCHASER AGREEMENT COVERAGES OFFERED BY OTHER
ORGANI ZATI ONS.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOT | SSUE PRU-
DENT PURCHASER CONTRACTS UNLESS I T IS IN FULL COWPLI ANCE WTH THE
REQUI REMENTS FOR ADEQUATE WORKI NG CAPI TAL, STATUTORY DEPCSI TS,
AND RESERVES AS PROVIDED IN THI S CHAPTER AND I T IS NOT OPERATI NG
UNDER ANY LI M TATION TO I TS AUTHORI ZATI ON TO DO BUSI NESS IN THI S
STATE.

(4) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL MAI NTAI N FI NAN-
Cl AL RECORDS FOR | TS PRUDENT PURCHASER CONTRACTS AND ACTI VI TI ES
IN A FORM SEPARATE OR SEPARABLE FROM THE FI NANCI AL RECORDS OF
OTHER OPERATI ONS AND ACTI VI TI ES CARRI ED ON BY THE ORGANI ZATI ON.
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SEC. 3535. SOCLI Cl TATI ON OF ENROLLEES OR ADVERTI SI NG OF THE
SERVI CES, CHARGES, OR OTHER NONPROFESSI ONAL ASPECTS OF THE HEALTH
MAI NTENANCE ORGANI ZATI ON' S OPERATI ON UNDER THI S SECTI ON SHALL NOT
BE CONSTRUED TO BE I N VI OLATI ON OF LAWS RELATI NG TO SQOLI CI TATI ON
OR ADVERTI SI NG BY HEALTH PROFESSI ONALS, BUT SHALL NOT | NCLUDE
ADVERTI SI NG THAT MAKES ANY QUALI TATI VE JUDGVENT AS TO A HEALTH
PROFESSI ONAL WHO PROVI DES SERVI CES FOR A HEALTH MAI NTENANCE
ORGANI ZATI ON. A SOLI Cl TATI ON OR ADVERTI SI NG SHALL NOT OFFER A
MATERI AL BENEFI T OR OTHER THI NG OF VALUE AS AN | NDUCEMENT TO PRO-
SPECTI VE SUBSCRI BERS OTHER THAN THE SERVI CES OF THE
ORGANI ZATI ON

SEC. 3537. (1) AFTER THE INITI AL 24 MONTHS OF OPERATION, A
HEALTH MAI NTENANCE ORGANI ZATI ON SHALL HAVE AN OPEN ENRCLLMENT
PERI OD OF NOT LESS THAN 30 DAYS AT LEAST ONCE DURI NG EACH CONSEC-
UTI VE 12- MONTH PERI GD. DURI NG EACH ENROLLMENT PERI OD, THE HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL ACCEPT UP TO I TS CAPACI TY AS
DETERM NED BY THE ORGANI ZATI ON AND SUBM TTED TO THE COWMM SSI ONER
NOT LESS THAN 60 DAYS BEFORE THE COMMENCEMENT OF THE ENRCLLMENT
PERI OD, | NDI VI DUALS IN THE ORDER I N WHI CH THEY APPLY FOR ENROLL-
MENT | N A MANNER THAT DCES NOT UNFAI RLY DI SCRI M NATE ON THE BASI S
OF AGE, SEX, RACE, HEALTH, OR ECONOM C STATUS. THE COWM SSI ONER
MAY WAI VE COVPLI ANCE BY THE ORGANI ZATION W TH THI S OPEN ENROLL-
MVENT REQUI REMENT FOR ANY 12- MONTH PERI OD FOR VWHI CH THE ORGANI ZA-
TI ON DEMONSTRATES TO THE COWMM SSI ONER' S SATI SFACTI ON THAT ElI THER
OF THE FOLLOW NG W LL OCCUR

(A) I'T HAS ENROLLED, OR WLL BE COWELLED TO ENROLL, A
DI SPROPORTI ONATE NUMBER OF | NDI VI DUALS WHO ARE LI KELY TO UTI LI ZE
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| TS SERVI CES MORE OFTEN THAN AN ACTUARI ALLY DETERM NED AVERAGE AS
DETERM NED UNDER RULES PROMULGATED BY THE COWM SSI ONER, AND
ENRCLLMENT DURI NG AN OPEN ENROLLMENT PERI GD OF AN ADDI TI ONAL
NUVMBER OF THOSE | NDI VI DUALS W LL JEOPARDI ZE | TS ECONOM C
VI ABI LI TY.

(B) I'F I'T MAI NTAI NED AN OPEN ENROLLMENT PERI OD, | T WOULD NOT
BE ABLE TO COWPLY W TH THE RULES PROMULGATED UNDER THI S CHAPTER.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON PROVI DI NG HEALTH MNAI N-
TENANCE SERVI CES TO SPECI FI ED GROUPS OF | NDI VI DUALS MAY ACCEPT
MEMBERS OF THE GROUPS BEFCRE ACCEPTI NG OTHER | NDI VI DUALS | N THE
ORDER | N VWHI CH THEY APPLY.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON WHI CH, UNDER THI S SEC-
TI ON, ENRCLLS | NDI VI DUALS WHO ARE NOT MEMBERS OF A GROUP MAY RATE
TH'S NONGROUP MEMBERSHI P ON THE BASI S OF ACTUAL AND CREDI BLE LOSS
EXPERI ENCE.

SEC. 3539. (1) FOR AN I NDI VI DUAL COVERED UNDER A NONGROUP
CONTRACT OR UNDER A CONTRACT NOT COVERED UNDER SUBSECTION (2), A
HEALTH MAI NTENANCE ORGANI ZATI ON MAY EXCLUDE OR LIM T COVERAGE FOR
A CONDI TION ONLY | F THE EXCLUSI ON OR LI M TATI ON RELATES TO A CON-
DI TI ON FOR WHI CH MEDI CAL ADVI CE, DI AGNCSI S, CARE, OR TREATMENT
WAS RECOMVENDED COR RECEI VED W THI N 6 MONTHS BEFORE ENROLLMENT AND
THE EXCLUSI ON OR LI M TATI ON DCES NOT EXTEND FOR MORE THAN 6
MONTHS AFTER THE EFFECTI VE DATE OF THE HEALTH MAI NTENANCE
CONTRACT.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOT EXCLUDE OR
LIMT COVERAGE FOR A PREEXI STI NG CONDI TI ON FOR AN | NDI VI DUAL
COVERED UNDER A GROUP CONTRACT.
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(3) EXCEPT AS PROVI DED I N SUBSECTION (5), A HEALTH
MAI NTENANCE ORGANI ZATI ON THAT HAS | SSUED A NONGROUP CONTRACT
SHALL RENEW OR CONTI NUE | N FORCE THE CONTRACT AT THE OPTI ON OF
THE | NDI VI DUAL

(4) EXCEPT AS PROVI DED I N SUBSECTI ON (5), A HEALTH MAI NTE-
NANCE ORGANI ZATI ON THAT HAS | SSUED A GROUP CONTRACT SHALL RENEW
OR CONTI NUE I N FORCE THE CONTRACT AT THE OPTI ON OF THE SPONSOR OF
THE PLAN.

(5) GUARANTEED RENEWAL |'S NOT REQUI RED I N CASES COF FRAUD
| NTENTI ONAL M SREPRESENTATI ON OF MATERI AL FACT, LACK OF PAYMENT,
| F THE HEALTH MAI NTENANCE ORGANI ZATI ON NO LONGER OFFERS THAT PAR-
TI CULAR TYPE OF COVERACE I N THE MARKET, OR I F THE I NDI VI DUAL OR
GROUP MOVES QUTSI DE THE SERVI CE AREA

(6) AS USED IN THI'S SECTI ON, "GROUP" MEANS A GROUP OF 2 OR
MORE SUBSCRI BERS.

SEC. 3541. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOT PRO-
H BI T OR DI SCOURAGE A HEALTH PROFESSI ONAL FROM ADVOCATI NG ON
BEHALF OF AN ENRCLLEE FOR APPROPRI ATE MEDI CAL TREATMENT OPTI ONS
PURSUANT TO THE GRI EVANCE PROCEDURE | N SECTI ON 2213 OR THE HEALTH
CARRI ER EXTERNAL REVI EW ACT OR FROM DI SCUSSI NG W TH AN ENROLLEE
OR PROVI DER ANY OF THE FOLLOW NG

(A) HEALTH CARE TREATMENTS AND SERVI CES.

(B) QUALI TY ASSURANCE PLANS REQUI RED BY LAW | F APPLI CABLE

(C) THE FI NANCI AL RELATI ONSHI PS BETWEEN THE HEALTH MAI NTE-
NANCE ORGANI ZATI ON AND THE HEALTH PROFESSI ONAL | NCLUDI NG ALL OF
THE FOLLOWN NG AS APPLI CABLE
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(i) WHETHER A FEE- FOR- SERVI CE ARRANGEMENT EXI STS, UNDER
VWH CH THE PROVIDER IS PAID A SPECI FI ED AMOUNT FOR EACH COVERED
SERVI CE RENDERED TO THE PARTI Cl PANT.

(i) WHETHER A CAPI TATI ON ARRANGEMENT EXI STS, UNDER VWHI CH A
FI XED AMOUNT IS PAID TO THE PROVI DER FOR ALL COVERED SERVI CES
THAT ARE OR MAY BE RENDERED TO EACH COVERED | NDI VI DUAL OR
FAM LY.

(iii) WHETHER PAYMENTS TO PROVI DERS ARE MADE BASED ON STAN-
DARDS RELATI NG TO COST, QUALITY, OR PATI ENT SATI SFACTI ON.

SEC. 3543. (1) WTH THE COW SSI ONER' S APPROVAL, A HEALTH
MAI NTENANCE ORGANI ZATI ON MAY OMN OR I NVEST IN A THI RD PARTY
ADM NI STRATOR. THE COW SSI ONER SHALL GRANT APPROVAL UPON BEI NG
SATI SFI ED THAT ALL OF THE FOLLOW NG CONDI TI ONS ARE MET:

(A) THE THI RD PARTY ADM NI STRATOR | S | NCORPCRATED AS A DI S-
TI NCT LEGAL ENTI TY UNDER THE BUSI NESS CORPCRATI ON ACT, 1972 PA
284, MCL 450.1101 TO 450. 2098, THE NONPRCFI T CORPORATI ON ACT,
1982 PA 162, MCL 450. 2101 TO 450. 3192, OR THE M CH GAN LI M TED
LI ABI LI TY COMPANY ACT, 1993 PA 23, MCL 450.4101 TO 450. 5200.

(B) THE THI RD PARTY ADM NI STRATOR HAS A CERTI FI CATE OF
AUTHORI TY | SSUED PURSUANT TO THE THI RD PARTY ADM NI STRATCOR ACT,
1984 PA 218, MCL 550. 901 TO 550. 962.

(C) BASED ON CGENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES, THE
PROPOSED OR OPERATI NG THI RD PARTY ADM NI STRATOR IS FI NANCI ALLY
SOUND AND MAI NTAI NS ADEQUATE WORKI NG CAPI TAL.

(D) THE I NVESTMENT I N THE THI RD PARTY ADM NI STRATOR BY THE
HEALTH MAI NTENANCE ORGANI ZATI ON DOES NOT ENDANGER THE CONTI NUED
OPERATI ON OF THE HEALTH MAI NTENANCE ORGANI ZATI ON.
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(E) THE THI RD PARTY ADM NI STRATOR NAI NTAI NS FI NANCI AL
RECORDS FOR | TS ACTI VI TI ES SEPARATE OR SEPARABLE FROM THE FI NAN-
Cl AL RECORDS OF THE HEALTH MAI NTENANCE ORGANI ZATI ON.

(2) EXCEPT AS OTHERW SE PROVI DED IN THI S CHAPTER, A THI RD
PARTY ADM NI STRATOR OPERATI NG UNDER THI'S SECTI ON | S FULLY SUBJECT
TO THE THI RD PARTY ADM NI STRATOR ACT, 1984 PA 218, MCL 550.901 TO
550.962. NEITHER THI S SECTI ON NOR THE OPERATI ON OF THE THI RD
PARTY ADM NI STRATOR AS A SEPARATE LEGAL ENTITY DI M N SHES THE
COMWM SSI ONER' S AUTHORI TY UNDER THI' S ACT OR OTHER LAWS REGULATI NG
THE HEALTH MAI NTENANCE ORGANI ZATI ON OR THEI R PARENT COVPANI ES.

(3) AN I NDI VI DUAL COVERED UNDER A PLAN ADM NI STERED BY A
TH RD PARTY ADM NI STRATOR OPERATI NG UNDER THI'S SECTI ON | S NOT
LI ABLE FOR | NCURRED MEDI CAL EXPENSES FOR COVERED SERVI CES | F THE
PLAN SPONSOR CONTI NUES TO PAY THE MEDI CAL EXPENSES THAT ARE ELI -
G BLE FOR PAYMENT.

SEC. 3545. WTH THE COW SSI ONER' S PRI OR APPROVAL, A HEALTH
MAI NTENANCE ORGANI ZATI ON MAY ACQUI RE OBLI GATI ONS FROM ANOTHER
MANAGED CARE ENTI TY. THE COWMM SSI ONER SHALL NOT GRANT PRI OR
APPROVAL UNLESS THE COWM SSI ONER DETERM NES THAT THE TRANSACTI ON
W LL NOT JEOPARDI ZE THE HEALTH NMAI NTENANCE ORGANI ZATI ON' S FI NAN-
Cl AL SECURI TY.

SEC. 3547. (1) THE COW SSI ONER AT ANY TIME MAY VISIT OR
EXAM NE THE HEALTH CARE SERVI CE OPERATI ONS OF A HEALTH MAI NTE-
NANCE ORGANI ZATI ON AND CONSULT W TH ENROLLEES TO THE EXTENT NEC-
ESSARY TO CARRY OQUT THE I NTENT OF THI S CHAPTER

(2) IN ADDI TION TO THE AUTHORI TY GRANTED UNDER CHAPTER 2,
THE COWM SSI ONER:
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(A) SHALL HAVE ACCESS TO ALL | NFORVATI ON OF THE HEALTH
MAI NTENANCE ORGANI ZATI ON RELATI NG TO THE DELI VERY OF HEALTH SERV-
I CES, I NCLUDI NG, BUT NOT LIMTED TO BOOKS, PAPERS, COVPUTER DATA-
BASES, AND DOCUMENTS, IN A MANNER THAT PRESERVES THE CONFI DEN-
TIALITY OF THE HEALTH RECORDS OF | NDI VI DUAL ENROLLEES.

(B) MAY REQUI RE THE SUBM SSI ON OF | NFORVATI ON REGARDI NG A
PROPOSED CONTRACT BETWEEN A HEALTH MAI NTENANCE ORGANI ZATI ON AND
AN AFFI LI ATED PROVI DER AS THE COMM SSI ONER CONSI DERS NECESSARY TO
ASSURE THAT THE CONTRACT IS I N COWPLI ANCE WTH THI S CHAPTER

SEC. 3548. (1) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL KEEP
ALL OF | TS BOOKS, RECORDS, AND FILES AT OR UNDER THE CONTROL OF
I TS PRI NCI PAL PLACE OF DO NG BUSI NESS I N THI S STATE, AND SHALL
KEEP A RECORD OF ALL OF I TS SECURI TI ES, NOTES, MORTGAGES, OR
OTHER EVI DENCES OF | NDEBTEDNESS, REPRESENTI NG | NVESTMENT OF FUNDS
AT I TS PRI NCI PAL PLACE OF DO NG BUSI NESS IN THI' S STATE I N THE
SAME MANNER AS PROVI DED FOR | N SECTI ON 5256.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL MAI NTAI N FI NAN-
Cl AL RECORDS FOR | TS HEALTH NMAI NTENANCE ACTI VI TI ES SEPARATE FROM
THE FI NANCI AL RECORDS OF ANY OTHER OPERATI ON OR ACTI VI TY CARRI ED
ON BY THE PERSON LI CENSED UNDER THI S CHAPTER TO OPERATE THE
HEALTH MAI NTENANCE ORGANI ZATI ON

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL HOLD AND MNAI N-
TAIN LEGAL TI TLE TO ALL ASSETS, | NCLUDI NG CASH AND | NVESTMENTS.
HEALTH MAI NTENANCE ORGANI ZATI ON FUNDS AND ASSETS SHALL NOT BE
COMM NGLED W TH AFFI LI ATES OR OTHER ENTI TI ES I N POCLI NG OR CASH
MANAGEMENT TYPE ARRANGEMENTS. ALL HEALTH MAI NTENANCE
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ORGANI ZATI ON ASSETS SHALL BE HELD SEPARATE FROM ALL OTHER
ACTI VI TIES OF OTHER MEMBERS I N A HOLDI NG COVPANY SYSTEM

SEC. 3549. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL NOTI FY
THE APPROPRI ATE BOARD AS TO ANY DI SCI PLI NARY ACTI ON TAKEN BY THE
HEALTH MAI NTENANCE ORGANI ZATI ON FOR ANY OF THE GROUNDS UNDER
SECTI ON 16221 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL
333. 16221, THAT RESULTS I N A CHANGE OF EMPLOYMENT STATUS OR LI M -
TATI ONS ON SCOPE OF PARTI Cl PATI ON OF A PHYSI CI AN OR DENTI ST UNDER
CONTRACT TO OR DI RECTLY EMPLOYED BY THE HEALTH MAI NTENANCE ORGAN-
I ZATI ON, | NCLUDI NG AN OFFER BY THE HEALTH MAI NTENANCE ORGANI ZA-
TION TO PERM T THE PHYSI Cl AN OR DENTI ST TO RESI GN | NSTEAD OF THE
HEALTH MAI NTENANCE ORGANI ZATI ON TAKI NG DI SCI PLI NARY ACTI ON
AGAI NST THE PHYSI Cl AN OR DENTI ST. THE NOTI CE SHALL CONTAIN A
SUMVARY OF THE | NFORMATI ON PERTI NENT TO THE CHANGE AND SHALL BE
TRANSM TTED I N WRI TI NG TO THE APPROPRI ATE BOARD W THI N 30 DAYS
AFTER THE CHANGE OCCURS. AS USED IN THI S SECTI ON, "BOARD' MEANS
A LI CENSI NG BOARD CREATED UNDER ARTI CLE 15 OF THE PUBLI C HEALTH
CODE, 1978 PA 368, MCL 333.16101 TO 333. 18838.

SEC. 3551. (1) A HEALTH MAI NTENANCE ORGANI ZATION' S M NI MUM
NET WORTH SHALL BE DETERM NED USI NG ACCOUNTI NG PROCEDURES
APPROVED BY THE COWM SSI ONER THAT ENSURE THAT A HEALTH MAI NTE-
NANCE ORGANI ZATI ON |I'S FI NANCI ALLY AND ACTUARI ALLY SOUND.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON LI CENSED UNDER FORMER
PART 210 OF THE PUBLI C HEALTH CODE, 1978 PA 368, ON THE EFFECTI VE
DATE OF THI S CHAPTER THAT AUTOVATI CALLY RECEI VED A CERTI FI CATE OF
AUTHORI TY UNDER SECTI ON 3505(1) SHALL POSSESS AND NMAI NTAI N
UNI MPAI RED NET WORTH AS REQUI RED UNDER FORMER SECTI ON 21034 OF
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THE PUBLI C HEALTH CODE, 1978 PA 368, UNTIL THE EARLI ER OF THE
FOLLOW NG

(A) THE HEALTH MAI NTENANCE ORGANI ZATI ON ATTAI NS A LEVEL OF
NET WORTH AS PROVI DED | N SUBSECTI ON (3) AT WH CH TI ME THE HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL CONTI NUE TO MAI NTAI N THAT LEVEL OF
NET WORTH,

(B) DECEMBER 31, 2003.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON APPLYI NG FOR A CERTI F-
| CATE OF AUTHORI TY ON OR AFTER THE EFFECTI VE DATE OF THI S CHAPTER
AND A HEALTH MAI NTENANCE ORGANI ZATI ON W SHI NG TO MAI NTAI N A CER-
TI FI CATE OF AUTHORI TY IN TH' S STATE AFTER DECEMBER 31, 2003 SHALL
POSSESS AND MAI NTAI N UNI MPAI RED NET WORTH | N AN AMOUNT DETERM NED
ADEQUATE BY THE COWM SSI ONER TO CONTI NUE TO COMPLY W TH
SECTI ON 403 BUT NOT LESS THAN THE FOLLOW NG

(A) FOR A HEALTH MAI NTENANCE ORGANI ZATI ON THAT CONTRACTS OR
EMPLOYS PROVI DERS | N NUMBERS SUFFI Cl ENT TO PROVI DE 90% OF THE
HEALTH MAI NTENANCE ORGANI ZATI ON'S BENEFI T PAYOUT, M NI MUM NET
WORTH | S THE GREATEST OF THE FOLLOW NG

(i) $1, 500, 000. 00.

(ii) FI VE PERCENT OF THE HEALTH MAI NTENANCE ORGANI ZATI ON' S
SUBSCRI PTI ON' REVENUE.

(iii) THREE MONTHS UNCOVERED EXPENDI TURES.

(B) FOR A HEALTH MAI NTENANCE ORGANI ZATI ON THAT DOES NOT CON
TRACT OR EMPLOY PROVI DERS | N NUMBERS SUFFI Cl ENT TO PROVI DE 90% OF
THE HEALTH MAI NTENANCE ORGANI ZATI ON'S BENEFI T PAYOUT, M NI MUM NET
WORTH | S THE GREATEST OF THE FOLLOW NG
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(i) $3, 000, 000. 00.

(ii) TEN PERCENT OF THE HEALTH MAI NTENANCE ORGANI ZATI ON S
SUBSCRI PTI ON' REVENUE.

(iii) THREE MONTHS UNCOVERED EXPENDI TURES.

(4) THE COMM SSI ONER SHALL TAKE | NTO ACCOUNT THE RI SK- BASED
CAPI TAL REQUI REVENTS AS DEVELOPED BY THE NATI ONAL ASSOCI ATI ON OF
| NSURANCE COWVM SSI ONERS | N ORDER TO DETERM NE ADEQUATE COVPLI ANCE
W TH SECTI ON 403 UNDER THI S SECTI ON.

SEC. 3553. (1) M NI MUM DEPOSI T REQUI REMENTS FOR A HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL BE DETERM NED AS PROVI DED UNDER
THI 'S SECTI ON AND USI NG ACCOUNTI NG PROCEDURES APPROVED BY THE COM
M SSI ONER THAT ENSURE THAT A HEALTH MAI NTENANCE ORGANI ZATI ON | S
FI NANCI ALLY AND ACTUARI ALLY SOUND.

(2) A HEALTH MAI NTENANCE ORGANI ZATI ON LI CENSED UNDER FORMER
PART 210 OF THE PUBLI C HEALTH CODE, 1978 PA 368, ON THE EFFECTI VE
DATE OF THI S CHAPTER THAT AUTOVATI CALLY RECEI VED A CERTI FI CATE OF
AUTHORI TY UNDER SECTI ON 3505(1) SHALL POSSESS AND MAI NTAI N A
DEPCSI T AS REQUI RED UNDER FORMER SECTI ON 21034 OF THE PUBLIC
HEALTH CODE, 1978 PA 368, UNTIL THE EARLI ER OF THE FOLLOW NG

(A) THE HEALTH MAI NTENANCE ORGANI ZATI ON ATTAI NS THE LEVEL OF
DEPCSI T AS PROVI DED | N SUBSECTI ON (3) AT WH CH TI ME THE HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL CONTI NUE TO MAI NTAI N THAT LEVEL OF
DEPOSI T.

(B) DECEMBER 31, 2001.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON APPLYI NG FOR A CERTI F-
| CATE OF AUTHORI TY ON OR AFTER THE EFFECTI VE DATE OF THI S CHAPTER
AND A HEALTH MAI NTENANCE ORGANI ZATI ON W SHI NG TO MAI NTAI N A
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CERTI FI CATE OF AUTHORI TY IN THI S STATE AFTER DECEMBER 31, 2001
SHALL POSSESS AND MAI NTAIN A DEPCSIT I N AN AMOUNT DETERM NED ADE-
QUATE BY THE COVMM SSI ONER TO CONTI NUE TO COVPLY W TH SECTI ON 403
BUT NOT LESS THAN $100, 000. 00 PLUS 5% OF ANNUAL SUBSCRI PTI ON REV-
ENUE UP TO A $1, 000, 000. 00 MAXI MUM DEPCSI T.

(4) THE DEPOSI T REQUI RED UNDER THI S SECTI ON SHALL BE MADE
W TH THE STATE TREASURER OR W TH A FEDERAL OR STATE CHARTERED
FI NANCI AL | NSTI TUTI ON UNDER A TRUST | NDENTURE ACCEPTABLE TO THE
COW SSI ONER FOR THE SOLE BENEFI T OF THE SUBSCRI BERS AND ENROLL-
EES I N CASE OF | NSOLVENCY.

SEC. 3555. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL MAI NTAI'N
A FI NANCI AL PLAN EVALUATI NG AT A M NITMJUM CASH FLOW NEEDS AND
ADEQUACY OF WORKI NG CAPI TAL. THE PLAN SHALL DO ALL OF THE
FOLLOW NG

(A) DEMONSTRATE COWVPLI ANCE W TH ALL HEALTH MAI NTENANCE
ORGANI ZATI ON FI NANCI AL REQUI REMENTS PROVI DED FOR IN THI' S
CHAPTER.

(B) PROVI DE FOR ADEQUATE WORKI NG CAPI TAL, WHI CH SHALL NOT BE
NEGATI VE AT ANY TIME. THE COW SSI ONER MAY ESTABLI SH A M NI MUM
WORKI NG CAPI TAL REQUI REMENT FOR A HEALTH MAI NTENANCE ORGANI ZATI ON
TO ENSURE THE PROVPT PAYMENT OF LI ABILITIES.

(© I DENTIFY THE MEANS OF ACHH EVI NG AND MAI NTAI NI NG A PCSI -
TI' VE CASH FLOW | NCLUDI NG PROVI SI ONS FOR RETI REMENT OF EXI STI NG
OR PROPOSED | NDEBTEDNESS.

SEC. 3557. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL FI LE
NOTI CE WTH THE COW SSI ONER OF ANY SUBSTANTI VE CHANGES | N
OPERATI ONS NO LATER THAN 30 DAYS AFTER THE SUBSTANTI VE CHANCGE I N
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OPERATI ONS. A SUBSTANTI VE CHANGE | N OPERATI ONS | NCLUDES, BUT IS
NOT LIMTED TO, ANY OF THE FOLLOW NG

(A) A CHANGE | N THE HEALTH MAI NTENANCE ORGANI ZATI ON' S OFFI -
CERS OR DI RECTORS. | N ADDI TI ON TO THE NOTI FI CATI ON, THE HEALTH
MAI NTENANCE ORGANI ZATI ON SHALL FILE A DI SCLOSURE STATEMENT ON A
FORM PRESCRI BED BY THE COMM SSI ONER FOR EACH NEWLY APPO NTED OR
ELECTED OFFI CER OR DI RECTOR.

(B) A CHANGE | N THE LOCATI ON OF CORPORATE OFFI CES.

(C) A CHANGE | N THE ORGANI ZATI ON' S ARTI CLES OF | NCORPORATI ON
OR BYLAWS. A COPY OF THE REVI SED ARTI CLES OF | NCORPORATI ON OR
BYLAWS SHALL BE | NCLUDED W TH THE NOTI CE.

(D) A CHANGE | N CONTRACTUAL ARRANGEMENTS UNDER WHI CH THE
HEALTH MAI NTENANCE ORGANI ZATI ON | S MANAGED.

(E) ANY OTHER SI GNI FI CANT CHANGE | N OPERATI ONS.

SEC. 3559. (1) SUBJECT TO SUBSECTION (2), A HEALTH MAI NTE-
NANCE ORGANI ZATI ON SHALL OBTAIN A REI NSURANCE CONTRACT OR ESTAB-
LI SH A PLAN OF SELF- | NSURANCE AS MAY BE NECESSARY TO ENSURE SOL-
VENCY OR TO PROTECT SUBSCRI BERS | N THE EVENT OF | NSOLVENCY. A
REI NSURANCE CONTRACT SHALL BE W TH AN | NSURER THAT |'S AUTHORI ZED
OR ELI G BLE TO TRANSACT | NSURANCE | N M CHI GAN.

(2) A REI NSURANCE CONTRACT OR PLAN UNDER SUBSECTI ON (1)
SHALL BE FI LED FOR APPROVAL W TH THE COWM SSI ONER NOT LATER THAN
30 DAYS AFTER THE FI NALI ZATI ON OF THE CONTRACT OR PLAN. A REI N
SURANCE CONTRACT OR PLAN SHALL CLEARLY STATE ALL SERVI CES TO BE
RECEI VED BY THE HEALTH MAI NTENANCE ORGANI ZATI ON. A REI NSURANCE
CONTRACT OR PLAN SHALL BE CONSI DERED APPROVED 30 DAYS AFTER IT IS
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FILED WTH THE COVM SSI ONER UNLESS DI SAPPROVED | N WRI TI NG BY THE
COW SSI ONER BEFORE THE EXPI RATI ON OF THOSE 30 DAYS.

(3) A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL MAI NTAI N | NSUR-
ANCE COVERAGE TO PROTECT THE HEALTH MAI NTENANCE ORGANI ZATI ON THAT
I NCLUDES, AT A MNIMUM FIRE, THEFT, FIDELITY, GENERAL LI ABILITY,
ERRORS AND OM SSI ONS, DI RECTOR' S AND OFFI CER' S LI ABI LI TY COVER-
AGE, AND MALPRACTI CE | NSURANCE. A HEALTH MAI NTENANCE ORGANI ZA-
TI ON SHALL OBTAIN THE COW SSI ONER' S PRI OR APPROVAL BEFCRE
SELF- 1 NSURI NG FOR THESE COVERAGES.

SEC. 3561. A HEALTH MAI NTENANCE ORGANI ZATI ON SHALL HAVE A
PLAN FOR HANDLI NG | NSOCLVENCY THAT ALLOWAS FOR CONTI NUATI ON OF BEN-
EFI TS FOR THE DURATI ON OF THE CONTRACT PERI OD FOR WHI CH PREM UVB
HAVE BEEN PAI D AND CONTI NUATI ON OF BENEFI TS TO ANY MEMBER VWHO | S
CONFI NED ON THE DATE OF | NSOLVENCY | N AN | NPATI ENT FACI LI TY UNTI L
H' S OR HER DI SCHARGE FROM THAT FACI LI TY.  CONTI NUATI ON OF BENE-
FITS IN THE EVENT OF | NSOLVENCY | S SATI SFIED | F THE HEALTH MAI N-
TENANCE ORGANI ZATI ON HAS AT LEAST 1 OF THE FOLLOW NG AS APPROVED
BY THE COWM SSI ONER:

(A) A FI NANCI AL GUARANTEE CONTRACT | NSURED BY A SURETY BOND
| SSUED BY AN | NDEPENDENT | NSURER W TH A SECURE RATI NG FROM A
RATI NG AGENCY THAT MEETS THE REQUI REMENTS OF SECTI ON 436A(1) (P).

(B) A REI NSURANCE CONTRACT | SSUED BY AN AUTHORI ZED OR ELI d -
BLE | NSURER TO COVER THE EXPENSES TO BE PAI D FOR CONTI NUED BENE-
FITS AFTER AN | NSOLVENCY.

(C) A CONTRACT BETWEEN THE HEALTH MAI NTENANCE ORGANI ZATI ON
AND | TS AFFI LI ATED PROVI DERS THAT PROVI DES FOR THE CONTI NUATI ON
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OF PROVI DER SERVI CES | N THE EVENT OF THE HEALTH MAI NTENANCE
ORGANI ZATI ON' S | NSOLVENCY

(D) AN | RREVOCABLE LETTER OF CREDI T.

(E) AN I NSOLVENCY RESERVE ACCOUNT ESTABLI SHED W TH A FEDERAL
OR STATE CHARTERED FI NANCI AL | NSTI TUTI ON UNDER A TRUST | NDENTURE
ACCEPTABLE TO THE COW SSI ONER FOR THE SCLE BENEFI T OF SUBSCRI B-
ERS AND ENROLLEES, EQUAL TO 3 MONTHS PREM UM | NCOME.

SEC. 3563. (1) IF A HEALTH MAI NTENANCE ORGANI ZATI ON BECOVES
I NSCLVENT, UPON THE COWM SSI ONER' S ORDER ALL OTHER HEALTH MAI NTE-
NANCE ORGANI ZATI ONS AND HEALTH | NSURERS THAT PARTI Cl PATED | N THE
ENRCLLMENT PROCESS W TH THE | NSOLVENT HEALTH MAI NTENANCE ORGAN -
ZATI ON AT A GROUP’ S LAST REGULAR ENROLLMENT PERI OD SHALL OFFER
THE | NSOLVENT HEALTH MAI NTENANCE ORGANI ZATI ON'S AND HEALTH
I NSURER S GROUP ENROLLEES A 30- DAY ENRCLLMENT PERI GD BEG NNI NG ON
THE DATE OF THE COMM SSI ONER' S ORDER. EACH HEALTH MAI NTENANCE
ORGANI ZATI ON AND HEALTH | NSURER SHALL OFFER THE | NSOLVENT HEALTH
MAI NTENANCE CORGANI ZATI ON'' S ENROLLEES THE SAME COVERAGES AND RATES
THAT I T HAD OFFERED TO THE ENROLLEES OF THE GROUP AT | TS LAST
REGULAR ENROLLMENT PERI OD

(2) I'F NO OTHER HEALTH MAI NTENANCE ORGANI ZATI ON OR HEALTH
| NSURER HAD BEEN OFFERED TO SOME GROUPS ENROLLED I N THE | NSOLVENT
HEALTH MAI NTENANCE ORGANI ZATI ON, OR | F THE COW SSI ONER DETER-
M NES THAT THE OTHER HEALTH MAI NTENANCE ORGANI ZATI ONS OR HEALTH
I NSURERS LACK SUFFI CI ENT HEALTH CARE DELI VERY RESOURCES TO ASSURE
THAT HEALTH CARE SERVI CES W LL BE AVAI LABLE AND ACCESSI BLE TO ALL
OF THE GROUP ENROLLEES OF THE | NSOLVENT HEALTH MAI NTENANCE
ORGANI ZATI ON, THEN THE COWM SSI ONER SHALL ALLOCATE EQUI TABLY THE
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I NSCLVENT HEALTH MAI NTENANCE ORGANI ZATI ON' S GROUP CONTRACTS FOR
THESE GROUPS AMONG ALL HEALTH MAI NTENANCE ORGANI ZATI ONS THAT
OPERATE W THI N A PORTI ON OF THE | NSCLVENT HEALTH MAI NTENANCE
ORGANI ZATI ON' S SERVI CE AREA, TAKI NG | NTO CONSI DERATI ON THE HEALTH
CARE DELI VERY RESOURCES OF EACH HEALTH NMAI NTENANCE ORGANI ZATI ON.
EACH HEALTH MAI NTENANCE ORGANI ZATI ON TO WHI CH A GROUP OR GROUPS
ARE SO ALLOCATED SHALL OFFER THE GROUP OR GROUPS THE HEALTH MAI N-
TENANCE ORGANI ZATI ON' S EXI STI NG COVERAGE THAT IS MOST SIM LAR TO
EACH GROUP' S COVERAGE W TH THE | NSCLVENT HEALTH MAI NTENANCE
ORGANI ZATI ON AT RATES DETERM NED | N ACCORDANCE W TH THE SUCCESSOR
HEALTH MAI NTENANCE ORGANI ZATI ON'S EXI STI NG RATI NG METHODOLOGY.

(3) THE COWM SSI ONER SHALL ALLOCATE EQUI TABLY THE | NSCLVENT
HEALTH MAI NTENANCE ORGANI ZATI ON'S NONGROUP ENROLLEES WHO ARE
UNABLE TO OBTAI N OTHER COVERAGE AMONG ALL HEALTH MAI NTENANCE
ORGANI ZATI ONS THAT OPERATE W THI N A PORTI ON OF THE | NSOLVENT
HEALTH MAI NTENANCE ORGANI ZATI ON'S SERVI CE AREA, TAKI NG | NTO CON-
SI DERATI ON THE HEALTH CARE DELI VERY RESOURCES OF EACH HEALTH
MAI NTENANCE ORGANI ZATI ON.  EACH HEALTH MAI NTENANCE ORGANI ZATI ON
TO VWH CH NONGROUP ENROLLEES ARE ALLOCATED SHALL OFFER THE NON-
GROUP ENROLLEES THE HEALTH MAI NTENANCE ORGANI ZATI ON' S EXI STI NG
COVERACE W THOUT A PREEXI STI NG CONDI TI ON LI M TATI ON FOR | NDI VI D-
UAL OR CONVERSI ON COVERAGE AS DETERM NED BY THE ENRCLLEE S TYPE
OF COVERAGE | N THE | NSOLVENT HEALTH MAI NTENANCE ORGANI ZATI ON AT
RATES DETERM NED | N ACCORDANCE W TH THE SUCCESSOR HEALTH MAI NTE-
NANCE ORGANI ZATI ON' S EXI STI NG RATI NG METHODOLOGY.  SUCCESSOR
HEALTH MAI NTENANCE ORGANI ZATI ONS THAT DO NOT OFFER DI RECT
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NONGROUP ENRCLLMENT MAY AGGREGATE ALL OF THE ALLOCATED NONGROUP
ENRCLLEES I NTO 1 GROUP FOR RATI NG AND COVERAGE PURPCSES.

SEC. 3565. (1) A NONGROUP SUBSCRI BER, I N ADDI TI ON TO OTHER
Rl GATS AVAI LABLE TO REVCKE AN OFFER, MAY CANCEL A HEALTH MAI NTE-
NANCE CONTRACT WTHI N 72 HOURS AFTER SI GNI NG ANY DEPCSI T OR
PREPAYMENT MADE SHALL BE REFUNDED W THI N 30 DAYS OF RECEI PT OF
THE NOTI CE OF CANCELLATI ON. A NONGROUP SUBSCRI BER SHALL BE
RESPONSI BLE FOR PAYMENT OF REASONABLE FEES FOR ANY SERVI CES
RECEI VED DURI NG THE 72 HOURS. FEES MAY BE DEDUCTED FROM THE
DEPCSI T OR PREPAYMENT BEFCORE THE REFUND | S MADE.

(2) CANCELLATI ON SHALL OCCUR WHEN WWRI TTEN NOTI CE OF CANCEL-
LATION | S MAI LED OR HAND- DELI VERED TO THE ORGANI ZATION OR I TS
AGENT OR REPRESENTATI VE.

(3) NOTI CE OF CANCELLATION SHALL BE SUFFICIENT IF I T I NDI -
CATES THE | NTENTI ON OF THE PERSON NOT TO BE BOUND BY THE CONTRACT
OR APPLI CATI ON.

(4) THE RI GHT OF CANCELLATI ON SHALL APPEAR | N BOLDFACED TYPE
ON THE SAME PAGE THE | NDI VI DUAL SUBSCRI BER SI GNS TO BI ND THE
CONTRACT.

SEC. 3567. (1) A HEALTH MAI NTENANCE CONTRACT SHALL CLEARLY
DELI NEATE ALL CONDI TI ONS UNDER WHI CH THE HEALTH MAI NTENANCE
ORGANI ZATI ON MAY CANCEL COVERACGE FOR AN ENROLLEE.

(2) A HEALTH MAI NTENANCE CONTRACT FOR NONGROUP SUBSCRI BERS
SHALL SPECI FY AN ENROLLEE' S RI GHTS AND OPTIONS IN THE CASE CF A
PROPOSED AMENDMENT OR CHANGE | N THE CONTRACT OR THE RATE
CHARGED.

05036’ 99



58

(3) CONTI NUED PREPAYMENT BY THE SUBSCRI BER DURI NG THE PERI OD
OF APPEAL, AND WH LE AN APPEAL IS | N PROGRESS, DOES NOT
CONSTI TUTE ACCEPTANCE OF THE PROPOSED AMENDMVENT OR RATE CHANGE.

SEC. 3569. (1) EXCEPT AS PROVI DED I N SECTI ON 3515(2), A
HEALTH MAI NTENANCE ORGANI ZATI ON SHALL ASSUME FULL FI NANCI AL RI SK
ON A PROSPECTI VE BASI S FOR THE PROVI S| ON OF HEALTH MAI NTENANCE
SERVI CES. HOWEVER, THE ORGANI ZATI ON MAY DO ANY OF THE
FOLLOW NG

(A) REQUI RE AN AFFI LI ATED PROVI DER TO ASSUME FI NANCI AL RI SK
UNDER THE TERVS OF | TS CONTRACT.

(B) OBTAI N | NSURANCE.

(C) MAKE OTHER ARRANGEMENTS FOR THE COST OF PROVI DI NG TO AN
ENROLLEE HEALTH MAI NTENANCE SERVI CES THE AGGREGATE VALUE OF V\HI CH
| S MORE THAN $5, 000.00 | N A YEAR FOR THAT ENROLLEE.

(2) |F THE HEALTH MAI NTENANCE ORGANI ZATI ON REQUI RES AN
AFFI LI ATED PROVI DER TO ASSUME FI NANCI AL Rl SK UNDER THE TERMS OF
| TS CONTRACT, THE CONTRACT SHALL REQUI RE BOTH OF THE FOLLOW NG

(A) THE HEALTH MAI NTENANCE ORGANI ZATI ON TO PAY THE AFFI LI -
ATED PROVI DER, | NCLUDI NG A SUBCONTRACTED PROVI DER, DI RECTLY OR
THROUGH A LI CENSED THI RD PARTY ADM NI STRATOR FOR HEALTH MAI NTE-
NANCE SERVI CES PROVI DED TO | TS ENROLLEES.

(B) THE HEALTH MAI NTENANCE ORGANI ZATI ON TO KEEP ALL POOLED
FUNDS AND W THHOLD AMOUNTS AND ACCOUNT FOR THEM ON | TS FI NANCI AL
BOOKS AND RECORDS AND RECONCI LE THEM AT YEAR END | N ACCORDANCE
W TH THE WRI TTEN AGREEMENT BETWEEN THE AFFI LI ATED PROVI DER AND
THE HEALTH MAI NTENANCE ORGANI ZATI ON.
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(3) AS USED IN THI S SECTI ON, "REQUI RI NG AN AFFI LI ATED
PROVI DER TO ASSUME FI NANCI AL RI SK" MEANS A TRANSACTI ON WHEREBY A
PORTI ON OF THE CHANCE OF LGSS, | NCLUDI NG EXPENSES | NCURRED
RELATED TO THE DELI VERY OF HEALTH MAI NTENANCE SERVI CES | S SHARED
W TH AN AFFI LI ATED PROVI DER I N RETURN FOR A CONSI DERATI ON. THESE
TRANSACTI ONS | NCLUDE, BUT ARE NOT LIM TED TO, FULL OR PARTI AL
CAPI TATI ON AGREEMENTS, W THHOLDS, RI SK CORRI DORS, AND | NDEWMNI TY
AGREEMENTS.

SEC. 3571. A HEALTH MAI NTENANCE ORGANI ZATI ON IS NOT PRE-
CLUDED FROM MEETI NG THE REQUI REMENTS OF, RECEI VI NG MONEYS FROM
AND ENRCLLI NG BENEFI Cl ARI ES OR RECI PI ENTS OF, STATE AND FEDERAL
HEALTH PROGRANS.

SEC. 3573. A PERSON PROPOSI NG TO OPERATE A SYSTEM OF HEALTH
CARE DELI VERY AND FI NANCI NG THAT IS TO BE OFFERED TO | NDI VI DUALS,
WHETHER OR NOT AS MEMBERS OF GROUPS, | N EXCHANGE FOR A FI XED PAY-
MENT AND ORGANI ZED SO THAT PROVI DERS AND THE ORGANI ZATI ON ARE I N
SOME PART AT RI SK FOR THE COST OF SERVICES IN A MANNER SIM LAR TO
A HEALTH MAI NTENANCE ORGANI ZATI ON, BUT FAILS TO MEET THE REQUI RE-
MENTS SET FORTH IN THI S CHAPTER, MAY OPERATE SUCH A SYSTEM | F THE
COW SSI ONER FI NDS THAT THE PROPOSED OPERATI ON W LL BENEFI T PER-
SONS WHO W LL BE SERVED BY IT. THE OPERATI ON SHALL BE AUTHORI ZED
AND REGULATED I N THE SAME MANNER AS A HEALTH MAI NTENANCE ORGAN -
ZATI ON UNDER THI S CHAPTER | NCLUDI NG THE FI LI NG OF PERI ODI C
REPORTS, EXCEPT TO THE EXTENT THAT THE COWM SSI ONER FI NDS THAT
THE REGULATI ON | S | NAPPROPRI ATE TO THE SYSTEM OF HEALTH CARE
DELI VERY AND FI NANCI NG A PERSON OPERATI NG A SYSTEM OF HEALTH
CARE DELI VERY AND FI NANCI NG UNDER THI S SECTI ON SHALL NOT
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1 ADVERTISE OR SOLICIT OR I N ANY WAY | DENTI FY | TSELF I N A MANNER
2 IMPLYING TO THE PUBLIC THAT IT IS A HEALTH MAI NTENANCE ORGANI ZA-
3 TI ON AUTHORI ZED UNDER THI S CHAPTER.
4 Enacting section 1. Part 210 of the public health code,
5 1978 PA 368, MCL 333.21001 to 333.21098, is repeal ed.
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