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Introduced by Reps. Brown and Martin

ENROLLED HOUSE BILL No. 4534

AN ACT to amend sections 104,205,207,211, and 502 of Act No. 350 of the Public Acts of 1980, entitled as amended
“An act to provide for the Incorporation of nonprofit health care corporations; to provide their rights, %owers, and
immunities; to prescribe the powers and duties of certain state officers relative to the exercise of t_hose_n? 1S, powers,
and immunities; to prescribe certain conditions for the transaction of business_by those corporations in this state; to
define the relationship of health care providers to nonprofit health care corporations and to specify their rights, powers
and immunities with respect thereto; to provide for a Michigan, caring program: to provide for the requlation and
supervision of nonprofit health care corporations by the_comnilssioner ot insuirance; to prescribe powers and duties of
certain other state officers with respect to the regulation and supervision of nonprofit health care corporations; to
requlate the merger or consolidation of certain corporations; to prescribe an expeditious and effective procedure for the
mamtenance and” conduct of certain admjnistrative appeals relative to provider class plans; to provide for certain
administrative hearm%s relative to rates for health care benefits; to provide for certain causes of action; to_prescribe
penalties and to provide civil fines for violatigns of this act; and to repeal certain acts and 8arts of acts,” section 205 as
amended by Act No. 74 of the Public Acts of 1991, section 207 as amended by Act No. 260 of the Public Acts of 1989,
section 211"as amended by Act No. 181 of the Public Acts of 1984, and section 502 as amended by Act No, 38 of the
Pué)ltlc Adc(}s oft198821ble|ng sections 550.1104, 550.1205,550.1207, 550.1211, and 550.1502 of the Michigan Compiled Laws;
and to add section 211a.

The People of the State of Michigan enact:

Section 1 Sections 104, 205, 207, 211, and 502 of Act No. 350 of the Public Acts of 1980, section 205 as amended by
ActNo. 74 of the Public Acts of 1991, section 207 as amended hy Act No. 260 of the Public Acts of 1989, section 211 a3
amended by Act No. 181 ofthe Public Acts of 1984, and section 502 as amended by Act No. 38 of the Public Acts of 1983
being sections 550.1104, 550.1205, 5501207, 5501211, and 550.1502 of the Michigan Compiled” Laws, are amended and

section 211a is added to read as follows:

Sec. 104, (fl)l“Administrative Brocedures act” means the administrative procedures act of 1969, Act No. 306 of the
Public Acts of 1969, as amended, being sections 24.201 to 24.328 of the Michigan Compiled Laws, or a successor act.

23 “Bar aining representative” means a representative designated or selected by a majority of employees for the
urposes of collective bargaining in respect to rates of pay, Wwages, hours of employment, Or other conditions of
employment relative to the emplOyees represented.

3) “Certificate” means a contract between a health care corporation and a subscriber or a group of subscribers
ggnterra gtvhlch health care benefits are provided to members. A certificate includes any approved Tiders amending the
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(4) “Collective bargaining agreement” means an agreement entered into between the employer and the bargaining
representative of its employges, and includes those agreements entered into on behalf of groups of employers with the
bar amlng representative of their employees pursuant to the national labor relations act, chapter 372, 49 Stat. 449,29
U.S.C. 15110 158 and 159 to 169, under Act No. 176 of the Public Acts of 1939, as amended, belng sections 423.1 fo 42330
of the Michigan Compiled Laws, or under Act No. 336 of the Public Acts of 1947, as amended, Being sections 423.201 to
423.216 of the Michigan Compiled Laws.

(5), “Commigsioner” means the commissioner of insurance. Commissioner includes an authorized designee of the
commissioner, if written notice of the delegation of authority has been given as provided in section 601,

(6) “Contingency reserve” means the sum ofall assets minus the sum of all liabilities of a health care corporation, as
shown in the annual financial statement filed under section 602.

_Sec. 205. (1) A health care corporation shall record or estimate liabilitigs at reasonable values, neither excessive nor
inadequate, and in accordance with sound actuarial practices and generally accepted accounting principles, to provide
for the payment of all debts of the corporation. The assets of the_corporation shall be valued in“accordance with sound
actuarial F_rac_t[c_es and generall accegted accounting principles. The commissioner shall disapprove the amount of any
assets or liabilities that violate this subsection, The commissioner shall have the authority to disapprove the creation of
a_n};_new_ liability that is properly includable in the contlngenc% reserves. A liability shall be considered to be a new
liability if the liability was not in"existence on or before Décember 31,1978.

(2) At all times while engaged in business, a health care corporation shall maintain a contingency reserve that, ona
PrOJected basis, progresses toward the target contmgenc%/ reserve level established pursuant'to this section. Until a
arget contingency reserve level is established pursuant fo this section, the corporation shall maintain a contingency
reserve In the form and amount determined by the commissioner, or 115% of the previous year’s total incurred claims
and incurred expenses, whichever is greater.

(3). Within 30 days after the filing of a health care corporation’s annual financial statement under section 602, the
commissioner shall determine the target contingency reserve level for the corporation, expressed asapercenta%e ofthe
total incurred claims and incurred expenses of the corporation, for the previous calendar year. The target shall be equal
to the adjustment factor established in subsection (7) multiplied by the sum of the “risk factors weighted by the
distribution of business of the corporation as of the previous Decembier 3L The commissioner shall transmit a copy of
the target to the corporation, rounded up to the nearest 1/10 of a percent.

_(4) A health care corporation, for purposes of this section, shall define at least 5 lines of business and shall assign a

risk factor to each line of business. The risk factors shall be established in accordance with sound actuarial practices,
?,nd the health care corporation shall file these risk factors with the commissioner within 6 months after the following
Imes:

(a} For a health care corporation established under former Act No. 108 or 109 of the Public Acts of 1939, upon the
effective date of this act.

(b) For a health care corporation newly incorporated under this act, upon formation of the corporation.

(c%For a health care corporation that has previously determined risk factors pursuant tq this section, upon request
of either the corporation or'the commissioner, provided that the request.is not made within 3 years after a Previous
determination of risk factors pursuant to this section, except as provided in subsection (8).

ol (5)Within 30 days after receipt of the risk factors filed pursuant to subsection (4), the commissioner shall do 1 of the
ollowing:

(3) ITthe commissioner determines the risk factors are actuarially sound, the commissioner shall approve the factors
and proceed under subsection (7).

(b?1 Define 1or more additional lines of business, transmit the definitions to the health care corporation, and request
that the corporation establish risk factors for those additional lines, The corﬁoratlon shall then have 60 days to submit
a risk factor for each line ofbusiness defined by either the commissioner or the corporation, which shall be approved or
disapproved by. the commissioner under this Subsection. A health care corporation may revise a previously filed risk
factor under this subsection.

(c) If the commissioner determines the risk factors are not actuarially sound, the commissioner shall disapprove the
factors, and proceed under subsection (6).

_(6) If the risk factors are disapproved hy the commissioner Purs,uant to subsection (5)(c), the commissioner shall
immediately notity the health care corporation of the disapproval. Within 6 months following notification, a panel of 3
actuaries, aﬁ)pomted_ by the commissioner, 1 by the corporation, and 1 appointed by the 2 previously appointed
actuaries, shall determing an actuarially sound risk factor for each line of business. The agreement ofany 2 actuaries.on
the panel shall be sufficient for the determination of the risk factors, and the panel shall transmit a copy of the risk
factors to hoth the commissioner and the corporation.
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7) Within 15 days after the determination of the risk factors under subsection (6%, or the approval of the risk factors
uncler subsection ( (a%, the commissiner shall calculate an adjustment factor, which shall be transmitted to the health
care corporation and the legislature. The adjustment factor shall equal:

_ (a{) For a filing pursyant to subsection (4)(@), 11.5% divided by the sum of the risk factors weighted by the
distribution of business of the corporation as of December 31, 1979,

_ (b%) For a filing pursyant to subsection (4)éb), 115% divided by the sum of the risk factors weighted by the
distribution of business of the corporation as o0f 6 months following the formation of the corporation.

. (© Forafili_n%pursuant to Subsection (41)(c),_the current target c,ontingenc%/ reserve level divided by the sum of the
risk factors weighted by the distribution of business of the corporation as of the previous December 3L,

(8) Atany time the health care corporation and the commissioner, by mutual a?reement, may enter into a stipulation
setting fortfi lines of business, risk factors for each line of business, and an adjustment factor.

EQ) The contingency reserve of a health care corporation shall not be less than 65%, or more than 120% of the target
contingency reserve level. 1f the contingency reserve is above the required range at the end of a calendar year, the
corporation shall implement addustmen_ts a3 necessary to achieve the required range and shall file with the
commissioner, for information, a description of the adjustments.

(10) The commissioner shall examine a health care corporation’s annual financial statement filed in accordance with
section 602 to determine, in accordance with generally accepted accounting principles, whether the con_tmgency reserve
Isoutside the required range described in subsection(9). If the contingency reserve is outside the require rang_e atthe
end of 2 successive calendar Yea,rs,,the corporation shall file a plan, for approval by the commissioner, to adjust the
contingency reserve fo a level within the required range, I the commissioner disapproves the corporation’s plan, the
commissioner shall formulate a plan and snall forward the plan to the corporation. The corporation shall begin

implementation of the commissioner’s plan immediately upon receipt of the plan'in writing.

(1) Contributions to the con_tlnrqency reserve shall consist of2 contribution companents. The first is the contribution
for risk which shall be actuarially détermined as a normal part of the rate-making Process. The second Is the
contribution for plan-wide viability: Both components shall be considered contributions o
shall be taken into consideration in determining compliance with this section.

f II(12) With respect to contributions for plan-wide viability, those contributions shall be made in accordance with the
ollowing;

(a% For contributions by small group and nongroug subscribers, if the contingency reserve is below 65% of the
targe , the contribution rate shall bé 1% 0f the rate established pursuant to part 6; ifthe Contingency reserve Is between
65% and 95% of the, target, the contribution rate shall be 0.5% of the rate established pursuant to part 6; if the
contingency reserve is greater than 95% of the target, the contribution rate shall be 0%.

(bz For contributions by medjum %rouP and large group subscribers, if the con_tinﬁ;ency reserve is below 65% of the
target, the contribution rate shall be % orthe rate established pursuant to part ; ifthe contingency reserve is between

65%and 105% of the tar%et the contribution shall be 0.5% of the rate established pursuant to part; if the contingency
reserve is greater than 105% of the target, the contribution rate shall be 0%

%c) At any time the corPoration and the commissioner, by mutual agreement, may enter into a stipulation setting
forth uniform adjustments to the contributions established in subdivisions (3) and ().

(13) As used in this section:

(8) “Actuary” means a person who has the professional designation of a fellow of the society of actuaries, or a fellow
ofthe society of casualty actuaries.

. (b) “Distribution of business” means the percentage of a health care corporation’s total business attributable to a
given ling of business, based on dollar amount of incurred claims and incurred expenses.

(c) “Risk factor” means the relative probability of loss associated with a given line of business, expressed as a
percentage of incurred claims and incurred expensés for a calendar year.

(14) Arrangements for health benefit programs authorized under section 207(1)(f) shall not be included under this
section unless, as part of the arrangement, contributions are made to the contingency reserve.

(15) The costs of a panel established under subsection (6) shall be split equally between a health care corporati,on
and the commissioner, except that both the corporation and'the commissioner shall pay the full costs associated with
their appointed actuary.

(16) Provisions in this section concerning contributions to the contingency reserve do not apply to the Michigan
Caring Program created in section 436.

he contingency reserve and

imitation provided in this act, in any other statute of this

Sec. 207, (1) A health_care corporation, subject to any |
of the following:

state, or in its articles of incorporation, may do any or all
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() Contract to provide computer services and other administrative consulting services to 1 or more providers or
groups of providers, if the services are primarily designed to result in cost savings to subscribers.

(b) Engage in experimental health care projects to explore more efficient and economical means of implementing the
corporation’s programs, or the corporation’s goals as prescribed in section 504 and the purposes of this act, to develop
Incentives to promote alternative methods and alternative providers, mcludmﬁ nurse midwives, nurse anesthetists and
nurse practitioners, for delivering health care, including preventive care and iome health care.

. (c) For the purposg of Prowd_m,g_ health care services to emplogees of this state, the United States, or an agency
instrumentality, or political subdivision of this state or the United States, or for the purpose of providing all or part of
the costs of health care services to disabled, aged, or needy persons, contract with this state, the United States, or an
agency, Instrumentality, or political subdivision of this state or the United States.

. (d) For the purpose of administering any publicl%/ supported health benefit plan, accept and administer funds
1qlrectly or mdltrecth{,tmade available by a contract authorized under subdivision (C), or made available by or received
rom any private entity.

(e) For the purpose of administerin%any J)ublicly supported health benefit plan, subcontract with any or?an_ization
that has contracted with this state, the United States, oran a?enq‘ instrumentality, or political subdivision of this state
olr the United States, for the administration or furnishing of health services or any publicly supported health benefit
plan.

(f) Provide administrative services only and cost-plus arrangements for the federal medicare program established
b)é €Parts A and B oftitle XVIII of the social security act, chaptér 531, 49 Stat, 620, 42 U.S.C, 1395¢ to™ 13951, 13%i-2 to
13951-4,1395 to, 1395t, 13950 to 1395w-2, and 1395w-4: for the federal medicaid [l)rog_ram established under title XIX of
the social security act, chapter 531 49 Stat. 620,42 U.S.C. 139% to 1396f and 139 to 139u: for title \/ of the social
security act, chapter 53L, 49 Stat, 620, 42 U.S.C. 701 to 704 and 705 to 709; for the program of medical and dental care
established by the military medical benefits amendments of 1966, Public Law 85-861, 80 Stat. 862; for the Detroit
maternity and infant caré—preschool, school, and adolescent project: and for any other health benefit program
established under state or federal law.

gg) Provide administrative services onl% and cost-plus arrangements for any noninsured health benefit plan, subject
to the requirements of sections 211 and 211a.

(h) Establish, own, and operate a health maintenance organization, subé'ect to the requirements of the public health
CLoade’sACt No. 368 of the Public Acts of 1978, as amended, being sections 333.1101 to 333.25211 of the Michigan Compiled

_ ’glg Guarangee loans for the education of persons who are pIannln% to enter or have entered a profession that is
licensed, certified, or registered under parts 161 to 182 of Act No. 368 of the Public Acts of 1978, as amended, heing
sections 333.16101 to 333.18237 of the |ch(|jgan Compiled Laws, and has been identified by the commissioner, with the
consultation, of the office of health and medical affairs in the department of management and budget, as a profession
whose practitioners are in jnsufficient supply in this state or specified areas of this'state and who agree, as a condition
of recelvm? a guarantee of a loan, to work in this state, or an area of this state specified in a listing of shortage areas
for the protession issued by the commissioner, for a period of time determined by the commissioner.

(j) Receive donations to assist or enable the corporation to carry out its purposes, as provided in this act.
(k) Bring an action against an officer or director of the corporation.

! (I)d Designate and maintain a registered office and a resident agent in that office upon whom service of process may
e made.

(m) Sue.and be sued in all courts and participate in actions and proceedings, judicial, administrative, arbitrative, or
otherwise, in the same cases as natural persons.

(n) Have a corporate seal, alter the seal, and use it by causing the seal or a facsimile to be affixed, impressed, or
reproduced in any other manner.

(0) Invest and reinvest its funds and, for investment purposes only(, purchase, take, receive, subscribe for, or
otherwise acquire, own, hold, vote, employ, sell, lend, lease, exchange, transfer, or otherwise dispose of, mortgage

hed

, e

Bledge, use, and otherwise deal in and with, bonds and other oblltgatlons, shares, or other securities of Interests 15sUed

entities other than domestic, foreign, or alien insurers, as defined in sections 106 and 110 of the insurance code of
1956, Act No. 218 ofthe Public Acts of"1956, being sections 500.106 and 500.110 of the Michigan Compiled Laws, whether
engaged in a similar or different business, or governmental or other activity, including bankm% corporations_or trust
companies. However, a health care corporation may purchase, take, receive, subscribe for, or otherwise acquire, own,
hold, vote, employ, sell, lend, lease, exchange, transfer, or otherwise dispose of bonds or other gbligations, shares, or
%ﬂgr ,snegcurltles or interests issued by a domestic, foreign, or alien insurer, so long as the activity meets all of the

wing:

(1) Is determined by the attorney general to be lawful under section 202.



b(it)_Ibs approved in writing by the commissioner as being in the best interests of the health care corporation and its
subscribers.

_ (Hi) Will not result in the health care corporation owning or controlling 10% or more of the voting securities of the
insurer, Nothing in this subdivision shall be interpreted as expandln? the Tawful pur?_oses of a health care corporation
under this act. Except where expressly authorized by statute, a health care corporation shall not indirectly engage in
any investment activity that it may not engage in directly. A health care corporation shall not guarantee’ or become
surety upon a bond or other undertaking securing the deposit of public money.

. (p) Purchase, receive, take by grant, qift, devise, bequest or otherwise, lease, or otherwise acquire, own, hold,
|r,rt1pr?v§, employ, use and otherwise dealin and with, real or personal property, or an interest therein, wherever
situated.

(o) Sell, convey, lease, exchange, transfer or qtherwise dispose of, or mortgage or pledge, or create a security
interest in, any of 1ts property, or an interest therein, wherever situated.

(r) Borrow money and issug its promissory note or bond for the repayment of the borrowed money with interest.

_ (s}_Make donations for the public welfare, including hospital, charitable, or educational contributions that do not
significantly affect rates charged to subscribers.

(t) Participate with others in any joint venture with respect to any transaction that the health care corporation
would have the power to conduct by itself.

(u) Cease its activities and dissolve, subject to the commissioner’s authority under section 606(2).

(v) Make contracts, transact business, carry on its operations, have offices, and exercise the powers granted by this
act inany jurisdiction, to the extent necessary to carry out its purposes under this act.

f (w?j Have and exercise all powers necessary or convenient to effect any purpose for which the corporation was
ormed.

0(2) In order to ascertain the interests of senior citizens regarding the provision of medicare supplemental coverage,
85 dlescribed in section 202(I)h(d)(V),,and to ascertain the interests of'senior mhzens_rega_rdln% the administration of fhe
federal medicare proFram when acting as fiscal intermediary in this state, as describe in section 2_02{_1)(d)(m) a health
care corporation shall consult with the office of services to the aging and with senior citizens’ organizations in this state.

(3) An act of a health care corporation, otherwisg lawful, is not invalid because the corporation was without capacity
or power to do the act. However, the lack of capacity or power may be asserted:

t(a) In an action by a director or a member of the corporate body against the corporation to enjoin the doing of an
act.

(b) In_an action by or in the right of the corporation to procure a judgment in its favor against.an incumbent or
former officer or director of the corporation for loss or damage due to an unauthorized act of that officer or director.

(cz In. an action or special proceeding by the attorney general to enjoin the corporation from the transacting of
unauthorized business, t0 set aside an unauthorized transdction, or to obtain other equitable relief.

Sec, 211, (1) Pursuant to section 207(I)(g), a health care corporation may enter into Service contracts containing an
administrative services only or cost-plus arfangement, Except as otherwise provided In this section, a corporation shall
not enter into a service contract containing an administrative services only or cost-plus arrangement fora noninsured
benefit plan covering a group of less than 500 individuals, except that @ health care corpdration may continue an
administrative services only or cost-plus arrangement with a group of less than 500, which arrangement is in existence
In September of 1980. A corporation may entér into contracts contalnlng an administrative services only or cost-plus
arrangement for a noninsured benefit plan covering a group of less than 500 individuals It either the corpdration makes
a_rra_n,(I]_ements for excess loss coverage or the spansor of the plan that covers the individuals is liable for the plan’s
liabilities and is a sponsor of 1 or more plans coverln? a group of 500 or more individuals in the aggregate. The
commissioner, upon obtaining the advice of the corporafions subject to this act, shall establish the standards for the
manner and amount of the excess loss coverage required by this subsection. It is the intent of the legislature that the
excess |oss coverage requirements be unrform-as between corporations subject to this act and other pérsons authorized
to provide similar Services. The corporation shall offer in connection with a noninsured benefit plan a program of specific
or aggregate excess loss coverage.

(2)  Relative to actual administrative costs, fees for administrative services only and cost-plus arrangements shall be
Set In a manner that grecludes cost transters hetween suscribers subrject to either of these arrangements and other
subscribers of the health care corporation. Administrative costs for these arrangements shall "he determined in
accordance with the administrative costs allocation methodologg/ and definitions filed and approved under part 6, and
shall be expressed clearly and accurately in the contracts establishing the arrangements, as a percentage of costs rather
than_charges. This subsection shall not'be construed to prohibit the inclusion, in fees charged, of contributions to the
contingenCy reserve of the corporation, consistent with section 205.
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(3) Before a health care corporation may enter into contracts containing administrative services only or cost-plus
ar,ran?ements gursuant to section 207(I)(g), the hoard of directors of the corporation shall qpﬁrove a marketing policy
with Tespect to such arran?ements that 1S consistent with the provisions of this section. The marketing policy may
contalrg otthe{tﬂr(twlsmnts as the board considers necessary. The marketing policy shall be carried out by thé corporation
consistent with this act.

(4) A corporation providing services under a contract containing an administrative services only or cost-plus
arrangement in_connection with a noninsured_ benefit plan shall provide in its service contract a provision that the
person contracting for the services in connectign with a noninsured benefit plan shall notify each covered individual
what services are being provided; the fact that individuals are not insured or are not covered by a certificate from the
corporation, or are only partially insured or are onIY partlaII]y covered by a certificate from the Corporation, as the case
may be; which party is liable for payment of benefits; and of future changes in benefits.

%5) A service contract containing an administrative services only arrangement hetween a corgoratlon and a
gov nmental entity not subject to the employee retirement income security act of 1974, Public Law 93-406, 88 Stat.
29, whose plan pravides coverage under a co Iectlve_bargamlnP agreement UtI|IZIn? a policy or certificate issued by a
carrier before the signing of the service contract, is void unless the governmental entity has provided the notice
described in subsection (4] to,the collective bargaining agent and to the members of the coflective bargaining unit not
less than 30 days before signing the service coftract. The vmdmg of a service contract under this subsection shall not
relieve the governmental entity of any obligations to the corporation under the service contract.

(G)DNothing in this section shall be construed to permit an actionable interference by a corporation with the rights
and obligations of the parties under a collective bargaining agreement.

(7). An individual covered under a noninsured henefit Plan for which services are provided under a service contract

autharized under subsection (L) shall not be liable for that portion of claims incurred and subject to payment under the

Blan if the service contract is entered into between an employer and a corporation, unless that portion of the claim has
een paid directly to the covered individual.

%8) A corporation shall report with its annual statement the amount of business it has conducted as services provided
under subsection (1%_that are performed In connection with a noninsured benefit plan, and the commissioner shall
transmit annually this information to the state commissioner. of revenue. The commissioner shall, submit to the
legislature on April 1, 1994, a report detailing the impact of this section on employers and covered individuals, and
similar activities under other provisions of law, and in consultation with the revenue commissioner the total financial
impact on the state for the preceding legislative biennium.

‘9) As used in this section, “noninsured benefit plan” or “plan” means a health benefit plan withouf, coverage by a
health care corﬁoratlon, health maintenance or%an_lzatlon, or insurer or the portion of a health benefit plan without
coveraqe by a nhealth care corporation, health maintenance organization, or insurer that has a specific or aggregate
excess 10ss coverage.

Sec. 211a. (1) As used in this section:

_(ae “Noninsured. benefit plan” means a health henefit plan without coverage by a health care corporation, health
maintenance orqamzat_lon, or insurer_or the partion of a health bengfit plan without coverage by a health care
corporation, health maintenance organization, or insurer that has a specific or aggregate excess 10ss coverage.

_(b) “Process a claim” means the services performed in connection with a claim for benefits including the
dishursement of benefit amounts,
(2) A health care corporation providing services under section 211 shall not do any of the following:
@

) Misrepresent pertinent facts relating to coverage.
e

f Eb) Ffaitl to acknowledge promptly or to act reasonably and promptly upon communications with respect to a claim
or benefits,

(c) Fail to adopt and implement reasonable standards for the prompt investigation of a claim for benefits.
(d) Refuse to process claims without conducting a reasonable investigation based upon the available information.

)
¢) Fail to _con&municate affirmation or denial of coverage of a claim for benefits within a reasonable time after a claim
een received.

(f) Fail to attempt in good faith to promptly, fairly, and equitably process a claim for benefits.

?) Knowingly compel covered individuals to institute litigation to recover amounts due under a benefit plan or
certificate by offering substantially less than the amounts due.

gh) For the purpose of coercin% a covered indivjdual to accept a seftlement or compromise in a claim, inform the
coa/, r_%d ||nd|V|duaI of a corporation policy of appealing administrative hearing decisions that are in favor of covered
individuals.

6

has



(i) Delay the investigation or processing of a claim by requiring a.covered individual, or the provider of services to
the covered individual, to”submit a Ipr_ellmlnary claim and then requiring subsequent submission of a formal claim,
seeking solely the duplication of a verification.

(j) Fail to promptly provide a reasonable explanation of the basis for denial or partial denial of a claim for benefits.

(,l%) Fail to promPtIy Process a claim where liability has become reasonably clear under 1 portion of a benefit plan or
certificate in order to Influence a settlement under another portion of the benefit plan or certificate.

(I)  Refuse to enter into a service contract, or refuse to provide services under a service contract because of race,
colar, creed, marital status, sex, national origin, residence, age, handicap, or lawful occupation.

(3) A corporation providing services under section 211 in connection with g noninsured benefit plan shall not, in
order to induce a person to contract or to continue to contract with the corporation for the_Provmon of services under
aservice contract or certificate offered by the corporation; to induce a person to lapse, forfeit, or surrender a certificate
or service contract jssued by the corporation; or fo induce a Person 10 Secure or terminate coverage with an insurer,
health care corporation, health maintenance organization, or other person, directly or indirectly, do any of the following:

(8) Issue or deliver to the person money or any other valuable consideration.

_(b) Offer to make or make an agreement relating to a service contract or certificate other than as plainly expressed
inthe service contract or certificate.

(c) Offer to give or. P_ay or give or pay, directly or indirectly, a rebate or adjustment of the rate payable on the
serviCe contract or certificate, of an advantage in the services thereunder, except s reflected in the rate and expressly
provided in the service contract or certificate. Readjustment of the rate for services provided under the service contract
ortcern{_lcate may be made at the end of a contract or certificate year or contract or certificate period and may be made
retroactive.

(d) Make, issue, or circulate, or cause to be made, issued, or circulated, an estimate, illustration, circular, or
?tatemetnt nH]sreprfesentmg the terms of a service contract or certificate, the advantages provided thereunder, or the
rue nature thereof.

(%) Make a misrepresentation or incomplete comparison, whether oral or written, between service contracts, or
certificates of the corporation or between service contracts or certificates of the corporation and an insurer, hospital
service corporation, health maintenance organization, or other person.

(4) A corporation providing services under section 211 in connection with a noninsured benefit plan shall process
claims for benefits on‘a timely”basis. If not paid on a timely basis, benefits payable to a covered individual shall bear
simple interest from_a date da)(]s after a safisfactory claim form was received by the corporation, at a rate of 12%
g}gt%est Ip_er annum. The interest shall be paid by the noninsured benefit plan in addition to, and at the time of payment

 the claim,

,£5) A corporation providing services under section.211 in connection with a noninsured bengfit plan shall specify in
writing the materials that constitute a satisfactory claim form not later than 30 days after receipt of a claim, unless the
claim is settled within 30 days. Ifa.claim form is not supplied as to the entire claim, the amount supported by the claim
form shtalll be considered to be paid on a timely basis If paid within 60 days after receipt of the claim form by the
corporation.

. (6) A corporation providing services under section 211 in connection with a noninsured benefit plan shall proyide in
its service contract a provision that the person contracting for the services in connection with a noninsured benefit plan
shall notify each covered individual as to what services are bem(11 provided; the fact that individuals are not insured or
are not covered by a certificate from the corporation, or are only Fartlall Insured or are on,I%/ partlalj!:y covered by a
certificate from the corporation, as the case may be; which party is liable for payment of benefits; and ofTuture changes

in bengfits.

_(7) If the commissioner has probable cause to believe that a corporation is violating, or has violated subsection (2),
indicating a persistent tendency to engaﬁe in conduct prohibited by that subsection, or has probable cause to believe
that a corporation is V|0Iat|n?, Or has violated any other subsection of this section, he or she shall ?we written notice to
the corporation, pursuant to the administrative procedures act, setting forth the general nature ofthe complaint againat
the corporation and the proceedl_nqs contemplated under this section. Before the issuance of a notice of hearing, thé staff
of the insurance bureau responsible for the matters that would be at issue in the hearing shall give the corporation an
opportunm(_ to confer and discuss the possible complaint and proceedings in person”with the commisSioner or a
reBrese,nta ive of the commissioner, and the matter may be disposed of _summanI%( upon agreement of the parties, This
subsection shall not be construed to diminish the right of a person to bring an action for damages under this section.

(y§) A hearing held pursuant to subsection W shall be held pursuant to the administrative procedures act, If, after
the hearing, the”commissioner determines that the corporation is violating, or has violated subsection (2), indicating a
persistent “tendency to en%age In conduct propibited bx_that subsection, or has violated or is wolatmg any otfer
subsection of this section, the"commissioner shall reduce his or her findings and. decision to writing, and shall isSue and
cause o be served upon the corporation a copy of the findings and an order requiring the corporation to cease and desist
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1f“r(l)lm engaging in the prohibited activity. In addition to a cease and desist order, the commissioner may order any of the
ollowing:

(a) Payment of a monetary penalty. of not more than $500.00 for each violation but not to exceed an agqregate
penalty of $5,000.00, unless thé corporation knew or reasonably should have known it was in violation of this séction, in
which Case the Pen,alty_shall not be more than $2,500.00 for each violation and shall not exceed an aggregate penalty of
$25,000.00 for all violations committed in a 6-month period.

(h) Suspension or revocation of the corporation’s license or certificate of authority if the corporation knowingly and
persistently violated this section.

(c) Refund of any overcharges.

(9) A corporation that violates a cease and desist order of the commissioner issued under subsection r(8), after notice
and an opportunity for a hearing, and upon order of the commissioner, may be subject to a civil fine of not more than
$10,000.00 for each violation.

(10) In addition to other remedies provided by law, an aggrieved covered indjvidual may bring an action for actual
moretary damages sustained as a resulf ofa violation of this Section. If syccessful on the mérits, the covered individual
shall be” awarded actual monetar;{ damages or_$200.00, whichever IS greater. If the corporation shows by a
preponderance of the evidence that a violation of this section resulted from a bona fide error notwithstanding the
malnttenange of procedures reasonably adapted to avoid the error, the amount of recovery shall be limited to actual
monetary damages.

(11) The filing of a petition for review does not stay enforcement of action Pursuant to this section, but the
commissioner may grant, or the appropriate court may order, a stay upon appropriate terms.

(12) The commissioner may at any time, by order, after notice and opportunity for hearing, reopen and alter, modify,
or set aside, in whole or in part, an order isstied by him or her under this section, when in his oy her opinion conditions
of fact or of law have so changed as to require that action or if the public interest shall so require.

Sec. 502. (1) A health care corporation may enter into participating contracts for reimbursement with professional
health care providers practicing legally in this'state for health care services that the professional health care providers
may Ie?a_lly perform. A participating Contract may cover all members or may be a separate and. individual contract o
a per claim basis, as set forth in the provider class plan, if, in entering intg d separate and individual contract on a per
claim basis, the participating provider certifies to the health care corporation:

(_a?_ That the provider will accept payment from the corporation as payment in full for services rendered for the
specified claim for the member indicated:

(b) That the_provider will accept Payment from the corporation as payment in full for all cases. involving the
procedure specified, for the duration of thie calendar year. UntllJanuar)i_ . 1998, as used in this subdivision, provider
does not include a person licensed as a dentist under part. 166 of the,Fub ic health code, Act No. 368 of the Public Acts

of 1978, being sections 333.16601 to 333.16648 of the Michigan Compiled Laws.

(c) That the provider will not determine whether to participate on a claim on the basis, of the_race, color, creed,
tr)nea}]rel%atlsstatus, sex, national origin, residence, age, handicap, or lawful occupation of the member entitled to health care
Its.

ﬁzg A contract entered into Eursuant 10 subsection (1) shall provide thaf the private provider-patient relationship
shall be maintained to the extent provided for by law. A health care corporation shall continue to offer a rejmbursement
arrangement to any class of providers with which it has contracted prior to August 27,1985 and that continues to meet
the standards $et by the corporation for that class of providers.

(3) A health care corporation shall not restrict the methods of diagnosis or treatment of professional health care
providers who treat members. Except as otherwise, provided in section 502a, each member of the health care
corporation shall at all times have a choice of ?rofessmnal health care providers. This subsection shall not apply to
limitations In benefits contained in certificates, to the reimbursement provisions. of a provider contract or
reimbursement arrangement, or to standards set by the corporation for all co_ntractm? providers, A health care
corporation may refuse to reimburse a health care provider for health care services thaf are overutilized, including
those services rendered, ordered, or prescribed to an extent that is greater than reasonably necessary.

$4) A health care corporation may. provide to a member, upon request, a list ofﬁrowders with whom the corporation
contracts, for the purpose of assisting a member in obtaining a type of health care service. However, except as
otherwise provided in Section 5022, an“employee, agent, or officer of the corporation, or an individual on the board of
directors of the corporation, shall not make récomniendations on_behalf of the corporation with respect to the choice of
a specific health care provider. Except as otherwise provided in sectiop 502a, an emPonee, agent, or officer of the
corporation, or a Person on the board of directors ofthe corporation who influgnces or attempts to influence a person, in

the choice or selection of a specific professional health care provider on behalf of the corporation, is guilty of a
misdemeanr.
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(5) A health care corporation shall provide a symbol of participation, which can be publicly displayed, to providers
*ho participate on all claims for covered health care services rendered to subscribers.

(6) This section shall not be construed to impede the lawful operation of, or lawful promotion of, a health
maintenance organization owned by a health care corporation.

(7) Contracts entered into under this section shall be subject to the provisions of sections 504 to 518.

(8) A health care corporation shall not deny participation to a freestanding medical or surgical outpatient facility on
the basis of ownership if the facility meets the reasonable standards set by the health care corporation for similar
facilities, is licensed under part 208 of the public health code, Act No. 368 of the Public Acts of 1978, being sections
33320801 to 333.20821 of the Michigan Compiled Laws, and complies with part 222 of the public health code, Act No.
88 ofthe Public Acts of 1978, as amended, being sections 333.22201 to 333.22260 of the Michigan Compiled Laws.

This act is ordered to take immediate effect.

Co-Clerk of the House of Representatives.

Secretary of the Senate.

Approved

Governor.
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