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SENATE BILL NO. 561

April 29, 1999, Introduced by Senator SHUGARS and referred to
the Conmmttee on Health Policy.

A bill to anmend 1984 PA 64, entitled
"The coordi nati on of benefits act,"
by anmendi ng section 3 (MCL 550.253), as anended by 1996 PA 325.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3. (1) Any policy or certificate delivered or issued
for delivery in this state in connection with a group disability
benefit plan may contain provisions coordinating the benefits or
services that would otherwi se be provided to a covered person
Any such policy or certificate that contains a coordination of
benefits provision shall provide that benefits will be payable as
foll ows when coordinating with another policy or certificate that
al so has a coordination of benefits provision:

(a) —Fhe— EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SI ON (F),
THE benefits of a policy or certificate that covers the person on

whose expenses the claimis based other than as a dependent shal
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be determ ned before the benefits of a policy or certificate that
covers the person as a dependent. However, if the personis a
medi care beneficiary and as a result of the provisions of title
XVIl1l of the social security act, chapter 531, 49 Stat. 620, 42
U.S.C. 1395 to 1395b, 1395b-2, —1395¢+t6—1395+—1395—2+t®o
1+395bbb—+0—1395cee— 1395b-6 TO 1395b-7, 1395c TO 1395i, 1395i-2
TO 1395i -5, 1395 TO 1395t, 1395u TO 1395w, 1395w 2 TO 1395w 4,
1395w 21 TO 1395w 28, 1395x TO 1395yy, AND 1395bbb TO 1395ggg,
medi care is secondary to the policy or certificate covering the
person as a dependent and primary to the policy or certificate
covering the person as other than a dependent, then the order of
benefits is reversed and the policy or certificate covering the
person as other than a dependent is secondary and the policy or
certificate covering the person as a dependent is primary.

(b) Except as otherw se provided in subdivision (c), if 2
policies or certificates cover a person on whose expenses the
claimis based as a dependent, the benefits of the policy or cer-
tificate of the person whose birthday anni versary occurs earlier
in the cal endar year shall be determ ned before the benefits of
the policy or certificate of the person whose birthday anniver-
sary occurs later in the calendar year. |[|f the birthday anniver-
saries are identical, the benefits of a policy or certificate
t hat has covered the person on whose expenses the claimis based
for the |longer period of time shall be determ ned before the ben-
efits of a policy or certificate that has covered the person for

the shorter period of tinme. However, if either policy or
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certificate is lawfully issued in another state and does not have
the coordination of benefits procedure regardi ng dependents based
on birthday anniversaries as provided in this subdivision, and as
a result each policy or certificate determnes its benefits after
the other, the coordination of benefits procedure set forth in
the policy or certificate that does not have the coordination of
benefits procedure based on birthday anniversaries shall deter-
m ne the order of benefits.

(c) For a person for whomclaimis made as a dependent m nor
child, benefits shall be determ ned according to the foll ow ng:

(1) Except as provided in subparagraph (i111), if the parents
of the mnor child are legally separated or divorced, and the
parent with custody of the mnor child has not remarried, the
benefits of a policy or certificate that covers the mnor child
as a dependent of the custodial parent shall be determ ned before
the benefits of a policy or certificate that covers the m nor
child as a dependent of the noncustodial parent.

(11) Except as provided in subparagraph (1i11), if the par-
ents of the mnor child are divorced, and the parent with custody
of the child has remarried, the benefits of a policy or certifi-
cate that covers the mnor child as a dependent of the custodi al
parent shall be determ ned before the benefits of a policy or
certificate that covers the mnor child as a dependent of the
spouse of the custodial parent, and the benefits of a policy or
certificate that covers the mnor child as a dependent of the

spouse of the custodial parent shall be determ ned before the
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benefits of a policy or certificate that covers the mnor child
as a dependent of the noncustodial parent.

(nim) If the parents of the mnor child are divorced, and
t he decree of divorce places financial responsibility for the
medi cal , dental, or other health care expenses of the mnor child
upon either the custodial or the noncustodial parent, the bene-
fits of a policy or certificate that covers the mnor child as a
dependent of the parent with such financial responsibility shal
be determ ned before the benefits of any other policy or certifi-
cate that covers the mnor child as a dependent.

(d) If subdivisions (a), (b), and (c) do not establish an
order of benefit determ nation, the benefits of a policy or cer-
tificate in connection with a group disability benefit plan that
has covered the person on whose expenses the claimis based for
the longer period of tinme shall be determ ned before the benefits
of a policy or certificate that has covered the person for the
shorter period of time, subject to the foll ow ng:

(1) The benefits of a policy or certificate covering the
person on whose expenses the claimis based as a |aid-off or
retired enpl oyee or as a dependent of a laid-off or retired
enpl oyee shall be determ ned after the benefits of any other
policy or certificate covering the person other than as a
| aid-off or retired enpl oyee or a dependent of a laid-off or
retired enpl oyee.

(1m) Subparagraph (1) does not apply if either policy or
certificate is lawfully issued in another state and does not have

a provision regarding laid-off or retired enpl oyees and, as a
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result, each policy or certificate determnes its benefits after
t he ot her.

(e) If a person whose coverage is provided under a right of
continuation pursuant to federal or state lawis also covered
under another policy or certificate, the policy or certificate
covering the person as an enpl oyee, nenber, subscriber, enrollee,
or retiree, or as that person's dependent, is prinmary and the
continuati on coverage i s secondary.

(F) THE BENEFI TS OF A POLI CY OR CERTI FI CATE THAT COVERS A
STUDENT ON WHOSE EXPENSES THE CLAI M | S BASED SHALL BE DETERM NED
BEFORE THE BENEFI TS OF SCHOOL ACCI DENT- TYPE COVERAGE. AS USED I N
TH' S SUBDI VI SI QN, " SCHOOL ACCI DENT- TYPE COVERAGE" MEANS A CON-
TRACT COVERI NG A COLLEGE STUDENT OR A STUDENT | N GRADES
KI NDERGARTEN THROUGH 12 FOR ACCI DENTS ONLY, | NCLUDI NG ATHLETI C
| NJURIES, ON A 24-HOUR BASIS OR ON A TO AND FROM SCHOOL BASI S.

(2) A policy or certificate that contains a coordination of
benefits provision shall provide that benefits under the policy
or certificate shall not be reduced or otherwise |imted because
of the existence of another nongroup contract that is issued as a
hospital indemity, surgical indemity, specified disease, or
other policy of disability insurance as defined in section 3400

of the insurance code of 1956, —Act—No—2183-ofthePubliecActs—of

PA 218, MCL 500. 3400.

(3) A health maintenance organization is not required to pay

clains or coordinate benefits for services that are not provided

02555' 99



6
1 or authorized by the health nmai ntenance organi zation and that are

2 not benefits under the heal th nmi ntenance contract.
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