HOUSE BILL No. 4167

HOUSE BILL No. 4167

February 5, 2003, Introduced by Rep. Stewart and referred to the Committee on
Insurance.

A bill to anend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng sections 501, 503, 2059, 2212b, 2213, 2403, 2406,
2418, 2420, 3406f, 3539, 5104, and 7705 (MCL 500.501, 500. 503,
500. 2059, 500.2212b, 500.2213, 500.2403, 500.2406, 500.2418,
500. 2420, 500. 3406f, 500.3539, 500.5104, and 500.7705), sections
501 and 503 as added by 2001 PA 24, section 2059 as anended by
1986 PA 253, section 2212b as anended by 2000 PA 486, section
2213 as anended by 2002 PA 707, sections 2403, 2406, 2418, and

2420 as anended by 1993 PA 200, section 3406f as added by 1996 PA

517, section 3539 as added by 2000 PA 252, section 5104 as
anmended by 1999 PA 211, and section 7705 as anended by 1996 PA
548, and by addi ng chapters 36A and 37; and to repeal acts and
parts of acts.

THE PEOPLE OF THE STATE OF M CH GAN ENACT:
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Sec. 501. (1) This chapter applies to the treatnent of
nonpubl i ¢ personal financial information about individuals who
obtain or are claimnts or beneficiaries of products or services
primarily for personal, famly, or household purposes from
I i censees whet her through an individual or group plan. This
chapter does not apply to informati on about conpanies or about
i ndi vi dual s who obtain products or services for business,
comrercial, or agricultural purposes.

(2) This chapter does not nodify, limt, or supersede any
provi sion of section 1243.

(3) This chapter does not nodify, limt, or supersede statute
or rules governing the confidentiality or privacy of individually
i dentifiable health and nedical information, including, but not
limted to, all of the foll ow ng:

(a) Section 2157 of the revised judicature act of 1961, 1961
PA 236, MCL 600. 2157.

(b) Section —4750— 750 of the nental health code, 1974
PA 258, MCL 330.1750.

(c) The public health code, 1978 PA 368, MCL 333.1101 to
333. 25211.

g . F ) it heal £l .
reformaect—1980PA-350—MoL 5501406

(d) —e)— Sections 410 and —492A— 492a of the M chigan pena
code, 1931 PA 328, MCL 750.410 and 750. 492a.

(e) 48— Section 13 of the freedom of information act, 1976
PA 442, MCL 15. 243.

(f) e— Section 34 of the third party adm nistrator act,
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1984 PA 218, MCL 550. 934.

Sec. 503. As used in this chapter

(a) "Affiliate" nmeans any conpany that controls, is
controlled by, or is under comon control w th another conpany.

(b) "Annual notice" means the privacy notice required in
section 513.

(c) "Cear and conspi cuous" nmeans that a notice is reasonably
under st andabl e and designed to call attention to the nature and
significance of the information in the notice.

(d) "Collect"” means to obtain information that the |Iicensee
organi zes or can retrieve by the name of an individual or by
i dentifying nunber, synbol, or other identifying particular
assigned to the individual, irrespective of the source of the
underlying information

(e) "Conpany" nmeans any corporation, limted liability
conpany, business trust, general or |limted partnership,
associ ation, sole proprietorship, or simlar organization.

(f) "Consuner” neans an individual, or the individual's |ega
representative, who seeks to obtain, obtains, or has obtained an
i nsurance product or service froma licensee that is to be used
primarily for personal, famly, or household purposes. As used
in this chapter:

(i) "Consurmer” includes, but is not limted to, all of the
fol | ow ng:

(A) An individual who provides nonpublic personal information
to a licensee in connection with obtaining or seeking to obtain

financial, investnment, or econom c advisory services relating to
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4
an insurance product or service. An individual is a consuner
under this subparagraph regardl ess of whether the |icensee
establ i shes an ongoi ng advi sory rel ati onshi p.

(B) An applicant for insurance prior to the inception of
i nsurance cover age.

(© An individual that a |icensee discloses nonpublic,
personal financial information about to a nonaffiliated third
party other than as permtted under sections 535, 537, and 539,
if the individual is any of the follow ng:

(I') A beneficiary of a life insurance policy underwitten by
the |icensee.

(I'1) A claimnt under an insurance policy issued by the
| i censee.

(I'1'1) An insured under an insurance policy or an annuitant
under an annuity issued by the |icensee.

(I'V) A nortgagor of a nortgage covered under a nortgage
i nsurance policy.

(ii)) So long as the licensee provides the initial, annual,
and revi sed notices under this chapter to the plan sponsor, group
or bl anket insurance policyhol ders, and group annuity contract
hol der and does not disclose to a nonaffiliated third party
nonpubl i c personal financial information other than as permtted
under sections 535, 537, and 539, "consuner" does not include an
i ndi vi dual sol ely because he or she neets 1 of the foll ow ng:

(A) Is a participant or a beneficiary of an enpl oyee benefit
plan that the |licensee adm nisters or sponsors or for which the

licensee acts as a trustee, insurer, or fiduciary.
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(B) I's covered under a group or blanket insurance policy or
group annuity contract issued by the |icensee.

(iii) "Consuner" does not include an individual solely
because he or she neets 1 of the follow ng:

(A) Is a beneficiary of a trust for which the licensee is a
t rustee.

(B) Has designated the licensee as trustee for a trust.

(g) "Consumer reporting agency" has the sane nmeaning as in
section 603(f) of the —federal— fair credit reporting act, title
VI of the consumer credit protection act, Public Law 90-321, 15
U S. C 1681la.

(h) "Customer" neans a consumer who has a custoner
relationship with a |icensee. However, custonmer does not include
an individual solely because he or she neets 1 of the follow ng:

(i) I's a participant or a beneficiary of an enpl oyee benefit
plan that the |licensee adm nisters or sponsors or for which the
licensee acts as a trustee, insurer, or fiduciary.

(ii)) I's covered under a group or blanket insurance policy or
group annuity contract issued by the |icensee.

(iii) 1s a beneficiary or claimant under a policy of
i nsur ance.

(i) "Customer relationship” means a continuing relationship
between a consuner and a |icensee under which the |icensee
provides 1 or nore insurance products or services to the consuner
that are to be used primarily for personal, famly, or household
pur poses.

(j) "Initial notice" neans the privacy notice required in
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section 507.

(k) "Insurance product or service" neans any product or
service that is offered by a |licensee pursuant to the insurance
laws of this state or pursuant to a federal insurance program
| nsurance service includes a |icensee's eval uation, brokerage, or
di stribution of information that the |icensee collects in
connection with a request or an application froma consuner for
an i nsurance product or service.

() "Licensee" nmeans a licensed insurer or producer, and
ot her persons licensed or required to be licensed, authorized or
required to be authorized, registered or required to be
regi stered, or holding or required to hold a certificate of
authority under this act. Licensee includes, except as otherw se
provided, a nonprofit health care corporation operating pursuant
to the nonprofit health care corporation reformact. 1980 PA 350,
McL- 5501101 to-550-1704—and— a nonprofit dental care
corporation operating pursuant to 1963 PA 125, MCL 550.351 to
550. 373. Licensee includes an unauthorized insurer who pl aces
busi ness through a |icensed surplus |line agent or broker in this

state, but only for the surplus |ine placenents placed under

chapter 19. Licensee does not include any of the follow ng:

(i) 4— The Mchigan life and health guaranty associ ation

and the property and casualty guaranty associ ati on.
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(i) —#HH)— The M chi gan autonobil e i nsurance pl acenent
facility, the M chigan worker's conpensation placenent facility,
and the assigned clains facility created under section 3171.
However, servicing carriers for these facilities are |icensees.

(m "Nonaffiliated third party" means any person except a
licensee's affiliate or a person enployed jointly by a |licensee
and any conpany that is not the licensee's affiliate.
Nonaffiliated third party includes the other conpany that jointly
enpl oys a person with a licensee. Nonaffiliated third party al so
i ncl udes any conpany that is an affiliate solely by virtue of the
direct or indirect ownership or control of the conmpany by the
licensee or its affiliate in conducting nerchant banking or
i nvest ment banki ng activities of the type described in section
4(k) (4) (H of the bank hol ding conpany act of 1956, chapter 240,
70 Stat. 135, 12 U S. C. 1843, or insurance company investnment
activities of the type described in section 4(k)(4)(l) of the
bank hol di ng conpany act of 1956, chapter 240, 70 Stat. 135, 12
U S. C. 1843.

(n) "Nonpublic personal financial information" nmeans
personal ly identifiable financial information and any |ist,
description, or other grouping of consumers and publicly
avai l able information pertaining to themthat is derived using
any personally identifiable financial information that is not
publicly avail able. Nonpublic personal financial information
does not include any of the follow ng:

(i) Health and nedical information otherw se protected by

state or federal | aw
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(i) Publicly available information.

(iii) Any list, description, or other grouping of consumers
and publicly available information pertaining to themthat is
derived wi thout using any personally identifiable financial
information that is not publicly avail able.

(o) "Opt out" means a direction by the consuner that the
I i censee not disclose nonpublic personal financial information
about that consumer to a nonaffiliated third party, other than as
permtted by sections 535, 537, and 539.

(p) "Personally identifiable financial information" nmeans any
of the follow ng:

(1) Information a consuner provides to a licensee to obtain
an insurance product or service fromthe |icensee.

(i) I'nformati on about a consuner resulting from any
transaction invol ving an insurance product or service between a
i censee and a consuner.

(iii) I'nformation the |icensee otherw se obtains about a
consuner in connection with providing an insurance product or
service to that consuner.

(q) "Producer"” neans a person required to be |licensed under
this act to sell, solicit, or negotiate insurance.

(r) "Publicly available information"” neans any information
that a |licensee has a reasonable basis to believe is lawfully
made avail able to the general public fromfederal, state, or
| ocal government records by wi de distribution by the nmedia or by
di scl osures to the general public that are required to be nade by

federal, state, or local law. A licensee has a reasonabl e basis
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to believe that information is lawmully nmade available to the
general public if both of the follow ng apply:

(i) The licensee has taken steps to determ ne that the
information is of the type that is available to the genera
publi c.

(ii) I'f an individual can direct that the informati on not be
made avail able to the general public, that the licensee's
consunmer has not directed that the information not be made
avai l able to the general public.

(s) "Revised notice" neans the privacy notice required in
section 525.

Sec. 2059. (1) —Ne— A person shall not maintain or operate
any office in this state for the transaction of the business of
i nsurance, except as provided for in this —eede— act, or use the
nanme of any insurer, fictitious or otherw se, in conducting or
advertising any business not related or connected with the
busi ness of insurance as governed by the provisions of this
—code— act except as otherw se provided in subsection (2).

(2) Subsection (1) shall not be construed to prohibit an
agent licensed under chapter 12 from marketing or transacting any
of the follow ng:

(a) Subject to the health benefit agent act, health care
coverage provi ded by a —health-ecarecorporationregulated

I it heal td . : |
. I . | . . .
5501704 —of the M-chigan—ConpitedLtaws— nonprofit health insurer
under chapter 37.
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(b) Subject to the health benefit agent act, health care
coverage provided by a health mai ntenance organi zati on regul at ed
—pursuant—to—part—210of the publiehealthcode.—Act—No—368of
thePublie—Acts—of 1978, beingseections—333-21001t0-333-21098 of
the—M-ehi-gah—ConpitedLaws— under chapter 35.

(c) Subject to the health benefit agent act, dental care
coverage provided by a dental care corporation regul ated pursuant
to Act No. 125 of the Public Acts of 1963, being sections
550351t 550- 373 of the M-echigan—Conptledtaws— 1963 PA 125,
MCL 550. 351 to 550. 373.

(d) Administrative services of a third party adm ni strator
regul ated pursuant to the third party adm nistrator act, —-Aet
No.—218 of the Public Acts of 1984, being sections 550.901 to
550962 of the M-echigan—Conpiledtaws— 1984 PA 218, MCL 550. 901
to 550. 960.

Sec. 2212b. (1) This section applies to a policy or
certificate issued under section 3405 or 3631, to a certificate
i ssued under chapter 37, and to a heal th mai nt enance organi zati on
contract.

(2) If participation between a primary care physician and an
insurer term nates, the physician may provide witten notice of
this termnation within 15 days after the physician becones aware
of the term nation to each insured who has chosen the physician
as his or her primary care physician. |If an insured is in an
ongoi ng course of treatnment with any other physician that is
participating with the insurer and the participati on between the

physi cian and the insurer term nates, the physician may provide
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witten notice of this termnation to the insured within 15 days
after the physician becones aware of the termi nation. The
noti ces under this subsection may al so descri be the procedure for
continui ng care under subsections (3) and (4).

(3) If participation between an insured's current physician
and an insurer termnates, the insurer shall permt the insured
to conti nue an ongoi ng course of treatment with that physician as
foll ows:

(a) For 90 days fromthe date of notice to the insured by the
physi cian of the physician's termnation with the insurer.

(b) If the insured is in her second or third trinester of
pregnancy at the tine of the physician's term nation, through
postpartumcare directly related to the pregnancy.

(c) If the insured is deternmined to be termnally ill prior
to a physician's term nation or know edge of the term nation and
t he physician was treating the termnal illness before the date
of term nation or know edge of the term nation, for the renmainder
of the insured's |ife for care directly related to the treatnent
of the termnal illness.

(4) Subsection (3) applies only if the physician agrees to
all of the follow ng:

(a) To continue to accept as paynment in full reinbursenent
fromthe insurer at the rates applicable prior to the
term nation.

(b) To adhere to the insurer's standards for naintaining
quality health care and to provide to the insurer necessary

medical information related to the care.
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(c) To otherw se adhere to the insurer's policies and
procedures, including, but not limted to, those concerning
utilization review, referrals, preauthorizations, and treatnent
pl ans.

(5) An insurer shall provide witten notice to each
participating physician that if participation between the
physi ci an and the insurer term nates, the physician nay do both
of the follow ng:

(a) Notify the insurer's insureds under the care of the
physician of the termination if the physician does so within 15
days after the physician becones aware of the termnation.

(b) I'nclude in the notice under subdivision (a) a description
of the procedures for continuing care under subsections (3) and
(4).

(6) This section does not create an obligation for an insurer
to provide to an insured coverage beyond the maxi mum coverage
[imts permtted by the insurer's policy or certificate with the
insured. This section does not create an obligation for an
insurer to expand who may be a primary care physician under a
policy or certificate.

(7) As used in this section:

(a) "Physician" nmeans an al |l opat hi c physician, osteopathic
physi ci an, or podiatric physician.

r—"Termnaal—+Hress" weansthattermas—deltnedi+n—sectton
5653 —ofthepubliechealth—code;—31978PA368—ML—333-5653—

(b) e)— "Term nates" or "term nation" includes the

nonrenewal , expiration, or ending for any reason of a
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participation agreenent or contract between a physician and an
i nsurer, but does not include a term nation by the insurer for
failure to nmeet applicable quality standards or for fraud.

Sec. 2213. (1) Except as otherw se provided in subsection
(4), each insurer and health naintenance organi zati on shal
establish an internal formal grievance procedure for approval by
t he comm ssioner for persons covered under a policy, certificate,
or contract issued under chapter 34, 35, —er— 36, or 37 that
i ncludes all of the follow ng:

(a) Provides for a designated person responsible for
adm ni stering the grievance system

(b) Provides a designated person or telephone nunber for
recei ving conpl aints.

(c) Ensures full investigation of a conplaint.

(d) Provides for tinely notification in plain English to the
insured or enrollee as to the progress of an investigation.

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

(f) Provides for notification in plain English to the insured
or enrollee of the results of the insurer's or health mai ntenance
organi zation's investigation and for advisenent of the insured' s
or enrollee's right to review the grievance by the comm ssi oner
or by an independent review organization under the patient's
right to independent review act, 2000 PA 251, MCL 550.1901 to
550. 1929.

(g) Provides summary data on the nunber and types of
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conplaints and grievances filed. Beginning April 15, 2001, this
sumary data for the prior cal endar year shall be filed annually
Wi th the comm ssioner on fornms provided by the conm ssioner.

(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
avai lable at the principal office of the insurer or health
mai nt enance organi zation for inspection by the comm ssioner for 2
years followi ng the year the conplaint was fil ed.

(j) That when an adverse determ nation is made, a witten
statenent in plain English containing the reasons for the adverse
determ nation is provided to the insured or enrollee along with
witten notifications as required under the patient's right to
i ndependent review act, 2000 PA 251, MCL 550.1901 to 550.1929.

(k) That a final determnation will be made in witing by the
i nsurer or health mai ntenance organi zation not |ater than 35
cal endar days after a formal grievance is submitted in witing by
the insured or enrollee. The timng for the 35-cal endar-day
period may be tolled, however, for any period of time the insured
or enrollee is permtted to take under the grievance procedure
and for a period of tine that shall not exceed 10 busi ness days
if the insurer or health nmaintenance organi zati on has not
received requested information froma health care facility or
heal t h professional.

() That a determination will be made by the insurer or

heal t h mai nt enance organi zation not |later than 72 hours after
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recei pt of an expedited grievance. Wthin 10 days after receipt
of a determ nation, the insured or enrollee nay request a
determi nation of the matter by the conm ssioner or his or her
desi gnee or by an independent review organization under the
patient's right to independent review act, 2000 PA 251,
MCL 550. 1901 to 550.1929. |If the determ nation by the insurer or
heal th mai nt enance organi zation is made orally, the insurer or
heal th mai nt enance organi zati on shall provide a witten
confirmation of the determ nation to the insured or enrollee not
| ater than 2 busi ness days after the oral determ nation. An
expedi ted grievance under this subdivision applies if a grievance
is submtted and a physician, orally or in witing, substantiates
that the tine frame for a grievance under subdivision (k) would
seriously jeopardize the life or health of the insured or
enroll ee or woul d jeopardize the insured's or enrollee's ability
to regai n maxi mum function

(m That the insured or enrollee has the right to a
determ nation of the matter by the conmm ssioner or his or her
desi gnee or by an independent review organization under the
patient's right to i ndependent review act, 2000 PA 251,
MCL 550. 1901 to 550.1929.

(2) An insured or enrollee nmay authorize in witing any
person, including, but not [imted to, a physician, to act on his

or her behalf at any stage in a grievance proceedi ng under this

section.
(3) This section does not apply to a provider's conpl aint
concerning clains paynent, handling, or reinbursenent for health

00104' 03 DKH



© 00 N o o0~ W N P

N NN N N N NN R R P R R B R B R
N~ o 00 A W N RBP O © 0 N O 00~ W N B O

16
care services.

(4) This section does not apply to a policy, certificate,
care, coverage, or insurance listed in section 5(2) of the
patient's right to independent review act, 2000 PA 251,

MCL 550. 1905, as not being subject to the patient's right to
i ndependent review act, 2000 PA 251, MCL 550.1901 to 550.1929.

(5) As used in this section:

(a) "Adverse determ nation" nmeans a deternination that an
adm ssion, availability of care, continued stay, or other health
care service has been reviewed and deni ed, reduced, or
termnated. Failure to respond in a tinmely nmanner to a request
for a determ nation constitutes an adverse determ nation

(b) "Gievance" nmeans a conplaint on behalf of an insured or
enroll ee submtted by an insured or enrollee concerning any of
the foll ow ng:

(i) The availability, delivery, or quality of health care
services, including a conplaint regarding an adverse
determ nation made pursuant to utilization review

(i) Benefits or clainms 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 nt enance organi zati on.

Sec. 2403. (1) Al rates shall be made in accordance with
this section and all of the follow ng:

(a) Due consideration shall be given to past and prospective

| oss experience wthin and outside this state; to catastrophe
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hazards; to a reasonable margin for underwiting profit and
contingencies; to dividends, savings, or unabsorbed prem um
deposits allowed or returned by insurers to their policyhol ders,
nmenbers, or subscribers; to past and prospective expenses, both
countrywi de and those specially applicable to this state; to
underwriting practice, judgnent, and to all other rel evant
factors within and outside this state. For worker's conpensation
i nsurance, in determ ning the reasonabl eness of the margin for
underwriting profit and contingencies, consideration shall be
given to all after-tax investnent profit or |oss from unearned
prem um and | oss reserves attributable to worker's conpensati on
i nsurance, as well as the factors used to determ ne the anount of
reserves. For all other kinds of insurance to which this chapter
applies, all factors to which due consideration is given under
this subdivision shall be treated in a manner consistent with the
laws of this state that existed on Decenber 28, 1981

(b) The systens of expense provisions included in the rates
for use by any insurer or group of insurers may differ fromthose
of other insurers or groups of insurers to reflect the
requi renents of the operating nmethods of the insurer or group
Wi th respect to any kind of insurance, or with respect to any
subdi vi sion or conbination thereof for which subdivision or
conbi nati on separate expense provisions are applicable.

(c) R sks may be grouped by classifications for the
establ i shnent of rates and m ni mum prem unms. C assification
rates may be nodified to produce rates for individual risks in

accordance with rating plans that neasure variations in hazards,
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expense provisions, or both. The rating plans may measure any
di fferences anong risks that may have a probable effect upon
| osses or expenses as provided for in subdivision (a).

(d) Rates shall not be excessive, inadequate, or unfairly
discrimnatory. A rate shall not be held to be excessive unless
the rate is unreasonably high for the insurance coverage provided
and a reasonabl e degree of conpetition does not exist with
respect to the classification, kind, or type of risks to which
the rate is applicable. Except as otherwi se provided in this
subdivision, a rate shall not be held to be inadequate unless the
rate i s unreasonably |ow for the insurance coverage provi ded and
the continued use of the rate endangers the solvency of the
insurer; or unless the rate is unreasonably |low for the insurance
coverage provided and the use of the rate has or will have the
ef fect of destroying conpetition anbng insurers, creating a
nonopol y, or causing a kind of insurance to be unavailable to a
significant nunber of applicants who are in good faith entitled
to procure the insurance through ordinary nethods. For
comercial liability insurance a rate shall not be held to be
i nadequate unless the rate, after consideration of investnent
i ncome and marketing prograns and underwiting progranms, is
unreasonably |low for the insurance coverage provided and is
insufficient to sustain projected | osses and expenses; or unless
the rate is unreasonably |low for the insurance coverage provi ded
and the use of the rate has or will have the effect of destroying
conpetition anong insurers, creating a nonopoly, or causing a

kind of insurance to be unavailable to a significant nunber of
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applicants who are in good faith entitled to procure the
i nsurance through ordinary methods. As used in this subdivision
"commercial liability insurance"” means insurance that provides
i ndemmi fication for commercial, industrial, professional, or

business liabilities. For worker's conpensation insurance

provided by an insurer that is controlled by a —nenpretit—health
care corporation fornmed pursuant to the nonprofit health care
corporation reformact, Act No. 350 of the Public Acts of 1980,
being—seetions— 5501101 to 5501704 of the M-echigan—Conpiled
Laws— nonprofit health insurer regul ated under chapter 37, a rate
shall not be held to be inadequate unless the rate is
unreasonably |low for the insurance coverage provided. A rate for
a coverage is unfairly discrimnatory in relation to another rate
for the same coverage, if the differential between the rates is
not reasonably justified by differences in | osses, expenses, or
both, or by differences in the uncertainty of loss for the

i ndividuals or risks to which the rates apply. A reasonable
justification shall be supported by a reasonabl e classification
system by sound actuarial principles when applicable; and by
actual and credible | oss and expense statistics or, in the case
of new coverages and cl assifications, by reasonably anticipated

| oss and expense experience. A rate is not unfairly

di scrimnatory because the rate reflects differences in expenses
for individuals or risks with simlar anticipated | osses, or
because the rate reflects differences in | osses for individuals
or risks with simlar expenses. Rates are not unfairly

discrimnatory if they are averaged broadly anong persons insured
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on a group, franchise, blanket policy, or simlar basis.

(2) Except to the extent necessary to neet the provisions of
subsection (1)(d), uniformty anong insurers in any matters
within the scope of this section is neither required nor
pr ohi bi t ed.

Sec. 2406. (1) Except for worker's conpensation insurance,
every insurer shall file with the conm ssioner every manual of
classification, every manual of rules and rates, every rating
pl an, and every nodification of any of the foregoing that it
proposes to use. Every such filing shall state the proposed
effective date —thereef— of the filing and shall indicate the
character and extent of the coverage contenplated. |If a filing
is not acconpani ed by the informati on upon which the insurer
supports the filing, and the comm ssioner does not have
sufficient information to determ ne whether the filing neets the
requi renents of this chapter, the comm ssioner shall within 10
days of the filing give witten notice to the insurer to furnish
the informati on upon which it supports the filing. The
i nformation furnished in support of a filing may include the
experience or judgnment of the insurer or rating organization
making the filing, its interpretation of any statistical data it
relies upon, the experience of other insurers or rating
organi zations, or any other relevant factors. A filing and any
supporting information shall be open to public inspection after
the filing beconmes effective.

(2) Except for worker's conpensation insurance, an insurer

may satisfy its obligation to make such filings by becomng a
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menber of, or a subscriber to, a licensed rating organi zati on
t hat makes such filings, and by filing with the comm ssioner a
copy of its authorization of the rating organization to make such
filings on its behalf. Nothing contained in this chapter shal
be construed as requiring any insurer to beconme a nenber of or a
subscriber to any rating organi zation.

(3) For worker's conpensation insurance in this state the
insurer shall file with the comm ssioner all rates and rating
systens. Every insurer that insures worker's conpensation in
this state on the effective date of this subsection shall file
the rates not later than the effective date of this subsection.

(4) Except as provided in subsection (3) and as ot herw se
provided in this subsection, the rates and rating systens for
wor ker' s conpensation i nsurance shall be filed not |ater than the
date the rates and rating systens are to be effective. However,

if the insurer providing worker's conpensation insurance is

controll ed by a —nenprofit—healthcare corporationforned
pursuant to the nonprofit health care corporation reformact, Act
No-—350—ef the Publec—Acts—of 1980, beihgseections— 5501101 to
5501704 —of the M-chigan—ConpitedLtaws— nonprofit health insurer
regul ated under chapter 37, the rates and rating systens that it
proposes to use shall be filed with the comm ssioner not |ess
than 45 days before the effective date of the filing. These
filings shall be considered to neet the requirenents of this
chapter unless and until the conmm ssioner disapproves a filing
pursuant to section 2418 or 2420.

(5) Each filing under subsections (3) and (4) shall be
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acconpani ed by a certification by the insurer that, to the best
of its information and belief, the filing conforns to the
requi renents of this chapter.
Sec. 2418. If at any time after approval of any filing
either by act or order of the conm ssioner or by operation of

| aw, or before approval of a filing made by a worker's

conpensation insurer controlled by a —nenpreofit—healthcare
corporation formed pursuant to the nonprofit health care
corporationreformact—ActNo—350of the Publie-Acts—of 1980
being—seetions 5501101t o0 5501704 of the MechiganConpiled
Laws— nonprofit health insurer regul ated under chapter 37, the
commi ssioner finds that a filing does not neet the requirenents
of this chapter, the conmm ssioner shall, after a hearing held
upon not less than 10 days' written notice, specifying the
matters to be considered at the hearing, to every insurer and
rati ng organi zation that nade the filing, issue an order
speci fying in what respects the comm ssioner finds that the
filing fails to neet the requirenents of this chapter, and
stating for a filing that has gone into effect when, within a
reasonabl e period thereafter, that filing shall be considered no
| onger effective. Copies of the order shall be sent to every
such insurer and rating organization. The order shall not affect
any contract or policy nmade or issued prior to the expiration of
the period set forth in the order.

Sec. 2420. (1) Any person or organi zation aggrieved with
respect to any filing that is in effect may apply in witing to

the comm ssioner for a hearing on the filing. The application
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shal | specify the grounds to be relied upon by the applicant. |If
t he comm ssioner finds that the application is made in good
faith, that the applicant would be so aggrieved if his or her
grounds are established, and that the grounds otherw se justify
hol di ng a hearing, the conm ssioner shall, within 30 days after
recei pt of the application, hold a hearing upon not |ess than 10
days' witten notice to the applicant and to every insurer and
rating organi zation that nade the filing.
(2) If, after a hearing under subsection (1), the
commi ssioner finds that the filing does not neet the requirenents
of this chapter, the comm ssioner shall issue an order specifying
in what respects he or she finds that the filing fails to neet
the requirenments of this chapter, and stating when, within a
reasonabl e period thereafter, the filing shall be considered no
| onger effective. Copies of the order shall be sent to the
applicant and to every insurer and rating organization. The
order shall not affect any contract or policy nade or issued
prior to the expiration of the period set forth in the order
(3) Upon receipt of arate or rating systemfiling by an
i nsurer providing worker's conpensation insurance that is
controll ed by a —nenprefit—healthcare corporationforned
. | . |
. I . | . . .
5501704t theM-echigan—Conpited—taws— nonprofit health insurer
regul ated under chapter 37, the conm ssioner shall imediately
notify each person of the filing who has requested in witing

notice of the filing within the 2 years imedi ately preceding the
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filing. Notice to the person shall identify the location, tine,
and pl ace where a copy of the filing will be open to public

i nspection and copying. The filing shall becone effective on the
filing's proposed effective date unless stayed or di sapproved by
t he comm ssioner. An aggrieved person, which shall include any

i nsurer transacting worker's conpensation insurance in this state
and any person acting on behalf of 1 or nore such insurers, who
clainms arate inthe filing is inadequate is entitled to a

contested case hearing pursuant to the adm nistrative procedures

act of 1969, Act No. 306 of the Public Acts of 1969, being

sections—24-201to0 24328 of the M-echiganConpiledLtaws— 1969 PA
306, MCL 24.201 to 24.328. The request for this hearing shall be

filed with the comm ssioner within 30 days of the date of the
filing alleged to contain inadequate rates and shall state the
grounds upon which a rate contained in the filing is alleged to
be i nadequate. The notice of hearing shall be served upon the
insurer and shall state the tinme and place of the hearing and the
grounds upon which the rate is alleged to be inadequate. Unless
nmut ual |y agreed upon by the comm ssioner, the insurer, and the
aggri eved person, the hearing shall occur not |ess than 15 days
or nore than 30 days after notice is served. Wthin 10 days of
recei pt of the request for hearing, the comm ssioner shall issue
an order staying the use of any rate alleged to be inadequate and
Wi th respect to which, on the basis of affidavits and pl eadi ngs
submitted by the aggrieved person and the insurer, it appears
likely that the aggrieved person will prevail in the hearing.

The nonprevailing party shall have the right to an interlocutory
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appeal to circuit court of the comm ssioner's decision granting
or denying the stay, and the court shall review de novo the
conmi ssi oner' s deci si on.

(4) An insurer or rating organization shall not use this
section to obtain a hearing with the comm ssioner on the
insurer's or rating organization's own filing.

Sec. 3406f. (1) An insurer may exclude or limt coverage
for a condition as foll ows:

(a) For an individual covered under an individual policy or
certificate or any other policy or certificate not covered under
subdivision (b), —er—{e)— only if the exclusion or limtation
relates to a condition for which nedical advice, diagnosis, care,
or treatnment was reconmended or received within 6 nonths before
enrol Il ment and the exclusion or limtation does not extend for
nore than 12 nonths after the effective date of the policy or

certificate.

(b) —€)— For an individual covered under a group policy or
certificate covering 100 or nore —than50individuals— eligible

enpl oyees, only if the exclusion or limtation relates to a

condition for which nedical advice, diagnhosis, care, or treatnent
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was reconmended or received within 6 nonths before enroll ment and
the exclusion or limtation does not extend for nore than 6
mont hs after the effective date of the policy or certificate.

(2) As used in this section: — group™

(a) "Eligible enployee" neans that termas defined in section
3663.

(b) "Goup" nmeans a group health plan as defined in section
2791(a) (1) and (2) of part Cof title XXVII of the public health
service act, chapter 373, 110 Stat. 1972, 42 U S.C. 300gg-91, and
i ncl udes governnent plans that are not federal governnent plans.

(3) This section applies only to an insurer that delivers,

i ssues for delivery, or renews in this state an expense-incurred
hospital, medical, or surgical policy or certificate. This
section does not apply to any policy or certificate that provides
coverage for specific diseases or accidents only, or to any
hospital indemity, medicare supplenent, |ong-termcare,

disability incone, or 1-tine limted duration policy or

certificate of no longer than 6 nonths.
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Sec. 3539. (1) For an individual covered under a nongroup
contract or under a contract not covered under subsection (2), a
heal t h mai nt enance organi zati on may exclude or limt coverage for
a condition only if the exclusion or limtation relates to a
condition for which nedical advice, diagnosis, care, or treatnent
was reconmmended or received within 6 nonths before enroll nment and
the exclusion or limtation does not extend for nore than 6
nonths after the effective date of the health maintenance
contract.

(2) A health maintenance organization shall not exclude or
limt coverage for a preexisting condition for an individua
covered under a group contract.

(3) Except as provided in subsection (5), a health

mai nt enance organi zation that has issued a nongroup contract

00104' 03 DKH



© 00 N o o0~ W N P

N NN N N N NN R R PR B B B R B R
N~ o 00 A W N P O © 0 N O 00N~ W N P O

28
shall renew or continue in force the contract at the option of
t he i ndi vi dual .

(4) Except as provided in subsection (5), a health
mai nt enance organi zation that has issued a group contract shal
renew or continue in force the contract at the option of the
sponsor of the plan.

(5) Quaranteed renewal is not required in cases of fraud,
intentional msrepresentation of material fact, |ack of paynent,
if the health mai ntenance organi zati on no | onger offers that
particul ar type of coverage in the market, or if the individua
or group noves outside the service area

(6) As used in this section, "group"” means a group of —2— 100
or nore —subseribers— eligible enployees as defined in section
3663.

CHAPTER 36A
SMALL EMPLOYER HEALTH | NSURANCE

Sec. 3663. As used in this chapter:

(a) "Actuarial certification" nmeans a witten statenent
signed by a nenber of the Anerican acadeny of actuaries or other
i ndi vi dual acceptable to the conm ssioner that a small enpl oyer
carrier is in conpliance with the provisions of section 3667
based upon the person's exanination and including a review of the
appropriate records and actuarial assunptions and net hods used by
the carrier in establishing premumrates for applicable health
benefit plans.

(b) "Adjusted community rating" nmeans a nethod used to

develop a carrier's premumthat spreads financial risk in
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accordance with the requirenments in section 3667.

(c) "Affiliation period" neans a period of tinme required by a
smal | enployer carrier that nust expire before health insurance
coverage becones effective

(d) "Carrier" means an entity subject to the insurance |aws
and regulations of this state, or subject to the jurisdiction of
t he commi ssioner, that contracts or offers to contract to
provi de, deliver, arrange for, pay for, or reinburse any of the
costs of health care services, including a sickness and acci dent
i nsurance conpany, a heal th mai ntenance organi zati on, a nonprofit
health insurer, or any other entity providing a plan of health
i nsurance, health benefits, or health services.

(e) "COBRA" neans the consolidated omi bus budget

reconciliation act of 1985, Public Law 99-272, 100 Stat. 82.

(f) "Creditabl e coverage" neans, with respect to an
i ndi vidual, health benefits or coverage provided under any of the
fol | ow ng:

(i) A group health plan including coverage provided to an
eligible sole proprietor.

(ii) A health benefit plan.

(iit) Part A or part B of title XVIIl of the social security
act, chapter 531, 49 Stat. 620, 42 U.S.C. 1395c to 1395i and
1395i -2 to 1395i -5, and 42 U S.C. 1395 to 1395t, 1395u to 1395w,
and 1395w 2 to 1395w 4.

(iv) Title XIX of the social security act, chapter 531, 49
Stat. 620, 42 U S.C 1396 to 1396r-6 and 1396r-8 to 1396v, ot her

t han coverage consisting solely of benefits under section 1929 of
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title XIX of the social security act, 42 U S.C 1396t.

(v) Chapter 55 of title 10 of the United States Code, 10
US C 1071 to 1110. For purposes of chapter 55 of title 10 of
the United States Code, 10 U.S.C. 1071 to 1110, "uniforned
services" nmeans the arned forces and the comm ssioned corps of
t he national oceanic and at nospheric adm nistration and of the
public health service.

(vi) A nedical care program of the Indian health service or
of a tribal organization.

(vii) A state health benefits risk pool.

(viii) A health plan of fered under the enpl oyees health
benefits program chapter 89 of title 5 of the United States
Code, 5 U. S.C. 8901 to 8914.

(ix) A public health plan, which for purposes of this chapter
means a plan established or maintained by a state, county, or
ot her political subdivision of a state that provides health
i nsurance coverage to individuals enrolled in the plan.

(x) A health benefit plan under section 5(e) of title | of
t he peace corps act, Public Law 87-293, 22 U S.C. 2504.

(g) "Eligible enployee" nmeans an enpl oyee who works on a
full-time basis with a normal wor kweek of 30 or nore hours.

El i gi bl e enpl oyee includes an enpl oyee who works on a full-tine
basis with a normal workweek of anywhere between at |east 17.5
and 30 hours, if an enployer so chooses and if this eligibility
criterion is applied uniformy anong all of the enployer's

enpl oyees and without regard to health status-related factors.

Persons covered under a health benefit plan pursuant to COBRA are
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not eligible enployees for purposes of mninmum participation
requi renents pursuant to section 3679.

(h) "Eligible sole proprietor" neans a person who is a sole
proprietor, sole shareholder, or partner in a trade or business
t hrough which the sole proprietor attenpts to earn taxabl e incone
and for which he or she has filed the appropriate internal
revenue service form 1040, schedule c¢c or f, for the previous
taxabl e year; who is a resident of this state on the date of
enroll ment; and who is actively enployed in the operation of the
busi ness, working at |east 30 hours per week, at |east 6 nonths
out of the cal endar year.

(i) "Enrollment date" nmeans the date on which the group
contract goes into effect.

(j) "Established geographic service area” neans a geographic
area, as approved by the comm ssioner and based on the carrier's
certificate of authority to transact insurance in this state,
within which the carrier is authorized to provide coverage.

(k) "Fam |y conposition" neans any of the foll ow ng:

(i) Enrollee.

(i) Enrollee, spouse, and children.

(iii) Enrol |l ee and spouse.

(iv) Enrollee and children.

(v) Child only.

() "Genetic information"” neans information about genes, gene
products, and inherited characteristics that may derive fromthe
i ndividual or a fam |y nmenber. This includes information

regarding carrier status and information derived from| aboratory
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tests that identify nutations in specific genes or chronosones,
physi cal nedical exam nations, famly histories, and direct
anal ysis of genes or chronosones.

(m "Geographic area" is an area established by the snal
group carrier and approved by the conm ssioner and used for
adjusting the rates for a health benefit plan.

(n) "G oup health plan" nmeans an enpl oyee wel fare benefit
pl an as defined in section 3(1) of subtitle A of title I of the
enpl oyee retirenent incone security act of 1974, Public Law
93-406, 29 U.S.C. 1002, to the extent that the plan provides
nmedi cal care and including itens and services paid for as nedica
care to enployees or their dependents as defined under the terns
of the plan directly or through insurance, reinbursenent, or
otherwise. As used in this chapter, all of the follow ng apply
to the termgroup health plan:

(i) Any plan, fund, or programthat would not be, but for
section 2721(e) of subpart 4 of part A of title XXVI1 of the
public health service act, chapter 373, 110 Stat. 1967, 42
U S.C. 300gg-21, an enployee welfare benefit plan and that is
established or nmintained by a partnership, to the extent that
the plan, fund, or program provides nedical care, including itens
and services paid for as nmedical care, to present or forner
partners in the partnership, or to their dependents, as defined
under the terns of the plan, fund, or program directly or
t hrough i nsurance, reinbursenent or otherw se, shall be treated,
subj ect to subparagraph (ii), as an enpl oyee welfare benefit plan

that is a group health plan.
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(ii) For a group health plan, the term"enployer" also
i ncludes the partnership in relation to any partner

(iit) For a group health plan, the term™"participant” al so
i ncl udes an individual who is, or may becone, eligible to receive
a benefit under the plan, or the individual's beneficiary who is,
or may becone, eligible to receive a benefit under the plan, if
in connection with a group health plan mai ntai ned by a
partnership, the individual is a partner in relation to the
partnership or in connection with a group health plan maintai ned
by a sel f-enployed individual, under which 1 or nore enpl oyees
are participants, the individual is the self-enployed
i ndi vi dual .

(o) "Health benefit plan" nmeans a policy, contract,
certificate, or agreenent offered by a carrier to provide,
deliver, arrange for, pay for, or reinburse any of the costs of
health care services. Except as otherw se specifically exenpted
in this definition, health benefit plan includes short-term and
catastrophic health insurance policies, and a policy that pays on
a cost-incurred basis. Health benefit plan does not include any
of the follow ng:

(i) Accident-only, credit-only, or disability income
i nsurance; coverage issued as a supplenent to liability
insurance; liability insurance, including general liability
i nsurance and autonobile liability insurance; worker's
conpensation or simlar insurance; autonobile medical paynment
i nsurance; coverage for on-site nedical clinics; and other

simlar insurance coverage, specified in federal regulations
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i ssued pursuant to the health insurance portability and
accountability act of 1996, Public Law 104-191, 110 Stat. 1936,
under which benefits for nedical care are secondary or incidental
to other insurance benefits.

(i) If provided under a separate policy, certificate, or
contract of insurance or are otherwi se not an integral part of a
plan: limted benefit health insurance; Iimted scope dental or
vi sions benefits; benefits for long-termcare, nursing hone care,
home health care, comunity-based care, or any conbi nation
thereof; or other simlar, Iimted benefits specified in federa
regul ati ons i ssued pursuant to the health insurance portability

and accountability act of 1996, Public Law 104-191, 110

Stat. 1936.
(iii) I'f the benefits are provided under a separate policy,
certificate, or contract of insurance, there is no coordination

bet ween the provision of the benefits and any excl usion of
benefits under any group health plan naintained by the sanme plan
sponsor, and the benefits are paid with respect to an event

Wi t hout regard to whether benefits are provided with respect to
such an event under any group health plan naintained by the sane
pl an sponsor: coverage only for a specified disease or illness
or hospital indemity or other fixed indemity insurance.

(iv) If offered as a separate policy, certificate, or
contract of insurance: nedicare supplenental policy as defined
under section 1882(g) (1) of title XVIII of the social security
act, 42 U S.C 1395ss; coverage supplenental to the coverage

provi ded under chapter 55 of title 10 of the United States Code,
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10 U.S.C. 1071 to 1110; or simlar supplenental coverage provided
to coverage under a group health plan.

(p) "Health status-related factor" neans any of the
fol | ow ng:

(i) Health status.

(ii) Medical condition, including both physical and nenta
i Il nesses.

(iii) C ai ns experience.

(iv) Receipt of health care.

(v) Medical history.

(vi) Genetic information.

(vii) Evidence of insurability, including conditions arising
out of acts of donestic violence.

(viii) Disability.

(q) "Late enrollee" nmeans an eligible enpl oyee or dependent
who requests enrollment in a health benefit plan of a smnal
enpl oyer following the initial enrollnment period during which the
individual is entitled to enroll under the terns of the health
benefit plan, provided that the initial enrollnent period is a
period of at |east 30 days. Late enrollee does not include an
el igible enpl oyee or dependent who neets any of the follow ng:

(i) The individual was covered under creditable coverage at
the tinme of the initial enrollnent; |ost coverage under
creditable coverage as a result of cessation of enployer
contribution, term nation of enploynent or eligibility, reduction
in the nunber of hours of enploynment, involuntary term nation of

creditabl e coverage, or death of a spouse, divorce, or |ega
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separation; and the individual requests enrollnment within 30 days
after termnation of the creditable coverage or the change in
conditions that gave rise to the term nation of coverage.

(i) 1f, where provided for in contract or where otherw se
provided in state law, the individual enrolls during the
specified bona fide open enroll nment period.

(iit) I'f the individual is enployed by an enpl oyer that
offers nmultiple health benefit plans and the individual elects a
different plan during an open enrol | nent peri od.

(iv) If a court has ordered coverage be provided for a spouse
or minor or dependent child under a covered enpl oyee's health
benefit plan and a request for enrollment is made wi thin 30 days
after issuance of the court order.

(v) If the individual changes status from not being an
el igible enployee to becom ng an eligi ble enpl oyee and requests
enroll ment within 30 days after the change in status.

(vi) If the individual had coverage under a continuation
provi si on under the consolidated omi bus budget reconciliation
act of 1985, Public Law 99-272, 100 Stat. 82, and the coverage
under that provision has been exhaust ed.

(vii) If the individual neets the requirenents for special
enrol | ment pursuant to section 3677.

(r) "Limted benefit health insurance" neans that form of
coverage that pays stated predeterm ned amounts for specific
services or treatnents or pays a stated predeterm ned anount per
day or confinenment for 1 or nore named conditions, naned

di seases, or accidental injury.
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(s) "Medical care" neans amounts paid for the diagnosis,
care, mtigation, treatnment, or prevention of disease, or anounts
paid for the purpose of affecting any structure or function of
t he body; transportation primarily for and essential to this
care; and insurance covering this care.

(t) "Medicare" neans title XVIII of the social security act,
chapter 531, 49 Stat. 620, 42 U. S.C. 1395 to 1395b 1395b- 2,
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.

(u) "Plan sponsor" neans that term as defined under section
3(16) (b) of subtitle A of title | of the enployee retirenent
i ncone security act of 1974, Public Law 93-406, 29 U.S.C. 1002.

(v) "Preexisting condition" neans a condition, regardless of
t he cause of the condition, for which nedical advice, diagnosis,
care, or treatnent was reconmended or received during the 6
nmont hs precedi ng the enroll nent date of the coverage.

Preexi sting condition does not include a condition for which

nmedi cal advi ce, diagnosis, care, or treatnment was reconmended or
received for the first tine while the covered person held
creditabl e coverage and that was a covered benefit under the

pl an, provided that the prior creditable coverage was conti nuous
to a date not nore than 90 days before the enroll nent date of the
new coverage. GCenetic information shall not be treated as a
condition for which a preexisting condition exclusion may be

i nposed in the absence of a diagnosis of the condition related to

the information.
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(w) "Premunt nmeans all noney paid by a small enpl oyer,
eligible empl oyees, or eligible persons as a condition of
receiving coverage froma carrier subject to this chapter,
including any fees or other contributions associated with the
heal th benefit plan.

(x) "Producer" or "insurance producer” means that term as
defined in section 1201.

(y) "Restricted network provision" means any provision of a
heal th benefit plan that conditions the paynment of benefits, in
whol e or in part, on the use of health care providers that have
entered into a contractual arrangenent with the carrier to
provi de health care services to covered individuals.

(z) "Small enployer" neans any person that is actively
engaged in business that on at |least 50% of its working days
during the preceding cal endar year enployed no nore than 99
el igible enployees, the magjority of whom were enployed within

this state; is not formed primarily for purposes of buying health

i nsurance; and in which a bona fide enpl oyer-enpl oyee
relationship exists. In determ ning the nunber of eligible
enpl oyees, conpanies that are affiliated conpanies, or that are

eligible to file a conmbined tax return for purposes of taxation
by this state, shall be considered 1 enployer. After the

i ssuance of a health benefit plan to a small enployer and for the
pur pose of determning continued eligibility, the size of a smal
enpl oyer shall be determ ned annually. Except as otherw se
specifically provided, provisions of this chapter that apply to a

smal | enpl oyer shall continue to apply at |east until the plan
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anniversary following the date the snmall enployer no | onger neets
the requirenents of the definition of small enployer. Small
enpl oyer includes an eligible sole proprietor. Small enployer
i ncl udes any person that is actively engaged in business that on
at least 50% of its working days during the preceding cal endar
guarter enployed a conbi nation of no nore than 99 eligible
enpl oyees and part-tinme enpl oyees, the majority of whom were
enpl oyed within this state; is not forned primarily for purposes
of buying health insurance; and in which a bona fide
enpl oyer - enpl oyee rel ati onshi p exi sts.

(aa) "Small enployer carrier" means a carrier that issues or
offers to issue health benefit plans covering eligible enployees
of 1 or nore small enployers pursuant to this chapter, regardl ess
of whether coverage is offered through an association or trust or
whet her the policy or contract is situated out of state.

(bb) "Waiting period" nmeans, with respect to a group health
pl an and an individual who is a potential enrollee in the plan,
the period that nust pass with respect to the individual before
the individual is eligible to be covered for benefits under the
ternms of the plan. For purposes of cal cul ating periods of
creditabl e coverage pursuant to section 3674, a waiting period
shall not be considered a gap in coverage.

Sec. 3665. This chapter applies to any health benefit plan
t hat provi des coverage to the enployees of a small enployer in
this state if any of the follow ng are net:

(a) A portion of the prem umor benefits is paid by or on

behal f of the small enployer.
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(b) An eligible enployee or dependent is reinbursed, whether
t hrough wage adj ustnents or otherw se, by or on behalf of the
smal | enployer for a portion of the prem um

(c) The health benefit plan is treated by the enpl oyer or any
of the eligible enployees or dependents as part of a plan or
program for the purposes of section 106, 125, or 162 of the
i nternal revenue code of 1986.

(d) The health benefit plan is nmarketed to individual
enpl oyees through an enpl oyer.

Sec. 3667. (1) Premiumrates for health benefit plans
subject to this chapter are subject to all of the follow ng:

(a) The small enployer carrier shall develop its rates based
on an adjusted conmunity rate and may only vary the adjusted
comunity rate for geographic area, fam |y conposition, and age.

(b) The adjustnent for age pursuant to subdivision (a) shal
not use age brackets smaller than 5-year increnents. The age
brackets shall not begin before age 20 and shall end w th age
65.

(c) A small enployer carrier nmay charge the | owest allowabl e
adult rate for child only coverage.

(d) A small enployer carrier may devel op separate rates for
i ndi vidual s age 65 or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the
primary payer. Both rates are otherw se subject to this
subsecti on.

(e) Effective 5 years after the effective date of this

chapter, the adjustnments for age pursuant to subdivision (a)
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shall not result in a rate per enrollee for the health benefit
pl an of more than 200% of the |owest rate for all adult age
groups. During the first 2 years after the effective date of
this chapter, the permtted rates for any age group shall be no
nore than 400% of the lowest rate for all adult age groups, and
effective 2 years after the effective date of this chapter, the
permtted rates for any age group shall be no nore than 300% of
the lowest rate for all adult age groups.

(2) The prem um charged for a health benefit plan shall not
be adjusted nore frequently than annually except that the rates
may be changed to reflect changes to the enroll ment of the snall
enpl oyer, changes to the famly conposition of the enpl oyee or
el i gi bl e person, or changes to the health benefit plan requested
by the small enployer.

(3) Rating factors shall produce premuns for identica
groups that differ only by the anbunts attributable to health
pl an design and do not reflect differences due to the nature of
the groups assunmed to select particular health benefit plans.

Sec. 3669. In connection with the offering for sale of a
health benefit plan to a small enployer, a snmall enployer carrier
shal | make a reasonabl e disclosure, as part of its solicitation
and sales materials, of all of the follow ng:

(a) The provisions of the health benefit plan concerning the
smal | enployer carrier's right to change premiumrates and the
factors, other than claimexperience, that affect changes in
prem um rates.

(b) The provisions relating to renewability of policies and
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contracts.

(c) The provisions relating to any preexisting condition
provi si on.

(d) Alisting of, and descriptive information including
benefits and prem uns about, all benefit plans for which the
smal | enployer is qualified.

Sec. 3671. (1) Each small enployer carrier shall naintain
at its principal place of business a conplete and detail ed
description of its rating practices and renewal underwiting
practices, including information and docunentation that
denonstrate that its rating nethods and practices are based upon
commonly accepted actuarial assunptions and are in accordance
wi th sound actuarial principles.

(2) Each small enployer carrier that is not required to file
smal|l group rates for approval by the conm ssioner shall file
with the comm ssioner annually on or before March 15 an actuaria
certification certifying that the carrier is in conpliance with
this chapter and that the rating nmethods of the small enployer
carrier are actuarially sound. The certification shall be in a
form and manner, and shall contain such information, as specified
by the conmm ssioner. A copy of the certification shall be

retained by the small enployer carrier at its principal place of

busi ness.
Sec. 3673. A small enployer carrier shall renew snal
enpl oyer health benefit plans as provided in sections 2213b and

3539 except that a small enployer carrier nmay nonrenew a snal

enpl oyer health benefit plan for either of the follow ng:
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(a) Nonconpliance with the carrier's mninmumparticipation
requirenents.

(b) Nonconpliance with the carrier's enployer contribution
requirenents.

Sec. 3674. A period of creditable coverage shall not be
counted for enrollnment of an individual under a group health plan
if, after this period and before the enroll nent date, there was a
90-day period during all of which the individual was not covered
under any creditabl e coverage.

Sec. 3675. (1) Every snall enployer carrier shall, as a
condition of transacting business in this state with snal
enpl oyers, actively offer to small enployers all health benefit
plans it actively markets to small enployers in this state. A
smal | enpl oyer carrier shall be considered to be actively
mar keting a health benefit plan if it offers that plan to a snal
enpl oyer not currently receiving a health benefit plan fromthat
smal | enployer carrier. A small enployer carrier shall issue any
health benefit plan to any eligible small enpl oyer that applies
for the plan and agrees to make the required prem um paynments and
to satisfy the other reasonable provisions of the health benefit
pl an not inconsistent with this chapter. A small enployer
carrier shall not offer or sell to small enployers a health
benefit plan that excludes or limts coverage for a preexisting
condition except as otherw se provided in subsection (3).

(2) A small enmployer carrier is not required to issue a
heal th benefit plan to an eligible sole proprietor who is covered

by, or is eligible for coverage under, a health benefit plan
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of fered by an enpl oyer

(3) Asmall enployer carrier may offer and sell a health
benefit plan to an eligible sole proprietor that excludes or
[imts coverage for a preexisting condition as provided in this
subsection. A health benefit plan covering an eligible sole
proprietor shall not deny, exclude, or limt benefits for a
covered individual for |losses incurred nore than 6 nonths
followi ng the enroll nment date of the individual's coverage due to
a preexisting condition, or the first date of the waiting period
for enrollnment if that date is earlier than the enroll nment date.
A health benefit plan shall not define a preexisting condition
nmore restrictively than as defined in section 3663.

(4) A small enployer carrier shall reduce the period of any
preexi sting condition exclusion allowed under subsection (3)
W thout regard to the specific benefits covered during the period
of creditable coverage by the aggregate of the period of
creditabl e coverage, provided that the |ast period of creditable
coverage ended on a date not nore than 90 days before the
enrol | ment date of new coverage. The aggregate period of
creditabl e coverage shall not include any waiting period or
affiliation period for the effective date of the new coverage
applied by the enployer or the carrier, or for the nornm
application and enrol |l nent process follow ng enpl oyment or ot her
triggering event for eligibility.

(5) If applied uniformy to all enpl oyees of the snall
enpl oyer and without regard to any health status-related factor,

a small enployer carrier may inpose for health plans offered to
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all small enployers other than sole proprietors an affiliation
peri od that does not exceed 60 days for new entrants and does not
exceed 90 days for late enrollees and for which the carrier
charges no premuns and the coverage issued is not effective.

(6) A small enployer carrier shall not offer or sell to smal
enpl oyers a health benefit plan that contains a waiting period
applicable to new enrollees or late enrollees.

(7) A health benefit plan offered to a small enployer by a
smal | enpl oyer carrier shall provide for the acceptance of |ate
enrol | ees subject to this chapter.

(8) A small enployer carrier shall not inpose a preexisting
condition exclusion that relates to pregnancy as a preexisting
condition or with regard to a child who is covered under any
creditabl e coverage within 30 days of birth, adoption, or
pl acenent for adoption, provided that the child does not
experience a significant break in coverage and provided that the
child was adopted or placed for adoption before attaining 18
years of age.

(9) A small enployer carrier shall not inpose a preexisting
condition exclusion for a condition for which nedical advice,

di agnosi s, care, or treatnment was reconmended or received for the
first tinme while the covered person held creditabl e coverage, and
t he nedi cal advice, diagnosis, care, or treatnent was a covered
benefit under the plan, provided that the creditable coverage was
continuous to a date not nore than 90 days before the enrol |l nent
date of the new coverage.

Sec. 3677. (1) A small enployer carrier shall permt an

00104' 03 DKH



© 00 N o o0~ W N PP

N NN N N N NN R R P B B B R B R
N~ o 00~ W N RPBP O © 0 N O 00N~ W N P O

46
enpl oyee or a dependent of the enployee, who is eligible, but not
enrolled, to enroll for coverage under the terns of the smal
enpl oyer group health plan during a special enrollnent period if
all of the follow ng apply:

(a) The enpl oyee or dependent was covered under a group
health plan or had coverage under a health benefit plan at the
time coverage was previously offered to the enpl oyee or
dependent.

(b) The enpl oyee stated in witing at the tine coverage was
previously offered that coverage under a group health plan or
other health benefit plan was the reason for declining
enroll ment, but only if the plan sponsor or carrier, if
applicable, required such a statenment at the tinme coverage was
previously offered and provided notice to the enpl oyee of the
requi renent and the consequences of the requirenment at that
time.

(c) The enpl oyee's or dependent's coverage described in
subdi vision (a) was either under a COBRA continuation provision
and that coverage has been exhausted or was not under a COBRA
continuation provision and that other coverage has been
termnated as a result of loss of eligibility for coverage,

i ncl udi ng because of a |egal separation, divorce, death,

term nation of enploynent, or reduction in the nunber of hours of
enpl oynent or enpl oyer contributions toward that other coverage
have been termnated. |In either case, under the ternms of the
group health plan, the enployee nust request enrollment not |ater

than 30 days after the date of exhaustion of coverage or
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term nati on of coverage or enployer contribution. |[|f an enpl oyee
requests enrol |l nent pursuant to this subdivision, the enroll nent
is effective not |later than the first day of the first cal endar
nont h begi nning after the date the conpleted request for
enroll ment is received.

(2) A small enployer carrier that nmakes dependent coverage
avai |l abl e under a group health plan shall provide for a dependent
speci al enroll nment period during which the person nay be enroll ed
under the group health plan as a dependent of the individual or,
if not otherw se enrolled, the individual may be enroll ed under
the group health plan and, in the case of the birth or adoption
of a child, the spouse of the individual may be enrolled as a
dependent of the individual if the spouse is otherwi se eligible
for coverage. This subsection applies only if both of the
foll ow ng occur:

(a) The individual is a participant under the health benefit
plan or has met any affiliation period applicable to becom ng a
partici pant under the plan and is eligible to be enrolled under
the plan, but for a failure to enroll during a previous
enrol | nent peri od.

(b) The person becones a dependent of the individual through
marriage, birth, or adoption or placenent for adoption.

(3) The dependent special enrollnment period under subsection
(2) for individuals shall be a period of not |ess than 30 days
and begins on the later of the date dependent coverage is nade
avai l abl e or the date of the marriage, birth, or adoption or

pl acenent for adoption. If an individual seeks to enroll a
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dependent during the first 30 days of the dependent specia
enrol | ment period under subsection (2), the coverage of the
dependent shall be effective as foll ows:

(a) For marriage, not later than the first day of the first
nmont h begi nning after the date the conpleted request for
enrol Il ment is received.

(b) For a dependent's birth, as of the date of birth.

(c) For a dependent's adoption or placenment for adoption,
the date of the adoption or placenent for adoption.

Sec. 3679. (1) Except as provided in this section,
requirenents used by a small enployer carrier in determ ning
whet her to provide coverage to a small enployer shall be applied
uniformy anong all small enployers applying for coverage or
recei ving coverage fromthe small enployer carrier

(2) A small enployer carrier shall not require a mninmm
participation |level greater than 100% of eligible enpl oyees
wor ki ng for groups of 3 or fewer enployees or greater than 75% of
el igible enployees working for groups with nore than 3
enpl oyees.

(3) I'n applying mninmmparticipation requirements with
respect to a small enployer, a small enployer carrier shall not
consi der enpl oyees or dependents who have creditable coverage in
determ ni ng whet her the applicabl e percentage of participation is
met. I n applying mninmumparticipation requirenments with respect
to a small enployer, a snmall enployer carrier shall only consider
t hose enpl oyees who do not have other group coverage avail abl e

t hrough their spouse or enployees who have sel ected anot her
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heal th benefit plan offered by their enployer if the enployer
al l ows enpl oyees the choice of nore than 1 health benefit plan.

(4) A small enployer carrier shall not increase any
requi renent for mninum enpl oyee participation or nodify any
requi renent for mninmum enployer contribution applicable to a
smal | enployer at any tine after the small enployer has been
accepted for coverage.

Sec. 3681. (1) If a small enployer carrier offers coverage
to a small enployer, the small enployer carrier shall offer
coverage to all of the eligible enployees of a snall enpl oyer and
t heir dependents who apply for enrollnment during the period in
whi ch the enpl oyee first becones eligible to enroll under the
terns of the plan. A small enployer carrier shall not offer
coverage to only certain individuals or dependents in a smal
enpl oyer group or to only part of the group

(2) A small employer carrier shall not place any restriction
inregard to any health status-related factor on an eligible
enpl oyee or dependent with respect to enroll nent or plan
participation.

(3) Except as permtted under section 3675(3), a snal
enpl oyer carrier shall not nodify a health benefit plan for a
smal | enpl oyer or any eligible enployee or dependent, through
riders or endorsenents, or otherw se, that restrict or exclude
coverage or benefits for specific diseases, nedical conditions,
or services otherw se covered by the plan.

Sec. 3683. (1) A snall enployer carrier is not required to

of fer coverage to a snmall enployer if the small enployer is not
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physically located in the carrier's established geographic
service area. A small enployer carrier shall apply this
subsection uniformy to all snmall enployers without regard to the
cl ai ms experience of a small enployer and its enpl oyees and their
dependents or any health status-related factor relating to such
enpl oyees and their dependents.

(2) A small enployer carrier is not required to provide
coverage to small enmployers if for any period of time the
conmmi ssioner determ nes the small enpl oyer carrier does not have
the financial reserves necessary to underwite additiona
coverage and the small enployer carrier is applying this
subsection uniformy to all small enployers in the small group
mar ket, consistent with applicable state | aw, and wi thout regard
to the clains experience of a small enployer and its enpl oyees
and their dependents or any health status-related factor relating
to such enpl oyees and their dependents. A snall enployer carrier
t hat deni es coverage under this subsection shall not offer
coverage in the small group market for the later of a period of
180 days after the date the coverage is denied or until the snal
enpl oyer carrier has denonstrated to the comm ssioner that it has
sufficient financial reserves to underwite additional coverage.

(3) Asmall enployer carrier is not required to provide new
coverage to small enmployers if the snmall enployer carrier elects
not to offer new coverage to small enployers in this state.
However, a small enployer carrier that elects not to offer new
coverage to small enployers under this subsection renains subject

to sections 2213b and 3539. A snmall enployer carrier that elects
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not to offer new coverage to small enployers shall provide notice
of its election to the conm ssioner and shall not wite new
business in the small enployer market in this state for a period
of 5 years beginning on the date the carrier ceased offering new
coverage in this state.

Sec. 3687. (1) A small enployer carrier shall provide
witten certification of creditable coverage to individuals as
foll ows:

(a) At the tinme an individual ceases to be covered under the
heal th benefit plan or otherw se becones covered under a COBRA
continuati on provision.

(b) For an individual who becones covered under a COBRA
continuation provision, at the time the individual ceases to be
covered under that provision.

(c) At the tine a request is nmade on behalf of an individua
if the request is made not later than 24 nonths after the date of
cessation of coverage described in subdivision (a) or (b),
whi chever is |ater.

(2) A small enployer carrier may provide the certification of
creditabl e coverage required under subsection (1)(a) at a tine
consistent with notices required under any applicabl e COBRA
continuati on provision.

(3) The certificate of creditable coverage required to be

provi ded under subsection (1) shall contain both of the

fol | ow ng:
(a) Witten certification of the period of creditable
coverage of the individual under the health benefit plan and the
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coverage, if any, under the applicable COBRA continuation
provi si on.

(b) The waiting period, if any, and, if applicable,
affiliation period inposed with respect to the individual for any
coverage under the health benefit plan.

(4) To the extent nmedical care under a group health plan
consi sts of group health insurance coverage, the plan has
satisfied the certification requirenent under subsection (1) if
the health carrier offering the coverage provides for
certification in accordance with subsection (1).

(5) If an individual enrolls in a group health plan that uses
the alternative nethod of counting creditable coverage pursuant
to section 3675 and the individual provides a certificate of
coverage that was provided to the individual pursuant to
subsection (1), on request of the group health plan, the entity
that issued the certification to the individual shall pronptly
di scl ose to the group health plan information on the classes and
categories of health benefits avail able under the entity's health
benefit plan. The entity providing this information may charge
t he requesting group health plan the reasonabl e cost of
di scl osing the information.

Sec. 3689. (1) Subject to section 3675(1) and (2), each
smal | enpl oyer carrier shall actively market all health benefit
pl ans sold by the carrier to eligible small enployers in the
state.

(2) Except as provided in subsection (3), a small enployer

carrier or producer shall not, directly or indirectly, do any of
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t he foll ow ng:

(a) Encourage or direct snmall enployers or individuals to
refrain fromfiling an application for coverage with the snal
enpl oyer carrier because of any health status-related factor,

i ndustry, occupation, or geographic |ocation of the snal
enpl oyer or individual

(b) Encourage or direct snmall enployers or individuals to
seek coverage from anot her carrier because of any health
status-related factor, industry, occupation, or geographic
| ocation of the small enployer or individual.

(3) Subsection (2) does not apply with respect to information
provi ded by a small enployer carrier or producer to a smal
enpl oyer regardi ng the established geographic service area or a
restricted network provision of a small enployer carrier

(4) A small enployer carrier shall not, directly or
indirectly, enter into any contract, agreenent, or arrangenent
with a producer that provides for or results in the conpensation
paid to a producer for the sale of a health benefit plan to be
vari ed because of any initial or renewal health status-rel ated
factor, industry, occupation, or geographic |ocation of the snal
enpl oyer or individual. This subsection does not apply to a
conpensati on arrangenent that provides conpensation to a producer
on the basis of percentage of prem um provided that the
per cent age does not vary because of any health status-rel ated
factor, industry, occupation, or geographic area of the snal
enpl oyer or individual

(5) A small enployer carrier shall not termnate, fail to
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renew, or limt its contract or agreenent of representation with
a producer for any reason related to an initial or renewal health
status-related factor, occupation, or geographic |ocation of the
smal | enpl oyers or individuals placed by the producer with the
smal | enpl oyer carrier.

(6) A small enployer carrier or producer may not induce or
ot herwi se encourage a snmall enployer to separate or otherw se
excl ude an enpl oyee or dependent from health coverage or benefits
provi ded in connection with the enpl oyee's enpl oynent.

(7) Denial by a small enployer carrier of an application for
coverage froma snmall enployer or individual shall be in witing
and shall state the reason or reasons for the denial.

(8) The comm ssioner nmay establish regulations setting forth
addi tional standards to provide for the fair marketing and broad
avai lability of health benefit plans to small enployers in this
state.

(9) A small enployer carrier shall not enter into a
"nonconpet e" agreenent with any person.

(10) If a small enployer carrier enters into a contract,
agreement, or other arrangenent with a third party adm nistrator
to provide adm nistrative, marketing, or other services rel ated
to the offering of health benefit plans to small enployers in
this state, the third party adm nistrator is subject to this
chapter as if it were a small enployer carrier.

Sec. 3691. The conmi ssioner may require small enployer
carriers, as a condition of transacting business with small

enployers in this state after the effective date of this chapter
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to reissue a health benefit plan to any small enpl oyer whose
heal th benefit plan has been term nated or not renewed by the
carrier on or after January 1, 2003. The conm ssioner may
prescribe, for the reissue of coverage, those terns the
commi ssioner finds are reasonabl e and necessary to provide
continuity of coverage to small enployers.

Sec. 3692. A violation of this chapter by a small enpl oyer
carrier or a producer is an unfair trade practice under chapter
20.

CHAPTER 37
NONPROFI T HEALTH | NSURER
PART 1

Sec. 3701. As used in this chapter:

(a) "Bargaining representative" nmeans a representative
designated or selected by a majority of enpl oyees for the
pur poses of collective bargaining in respect to rates of pay,
wages, hours of enploynent, or other conditions of enploynent
relative to the enpl oyees represented.

(b) "Certificate" means a contract between a nonprofit health
i nsurer and a subscriber or a group of subscribers under which
health care benefits are provided to nmenbers. A certificate
i ncl udes the enpl oyer agreenent or group agreenent and any
approved riders anending the certificate.

(c) "Collective bargaining agreenent” nmeans an agr eenent
entered into between the enpl oyer and the bargaini ng
representative of its enployees, and includes those agreenents

entered into on behal f of groups of enployers with the bargaining
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representative of their enployees pursuant to the national |abor
relations act, chapter 372, 49 Stat. 449, 29 U.S.C. 151 to 158
and 159 to 169, under 1939 PA 176, MCL 423.1 to 423. 30, or under
1947 PA 336, MCL 423.201 to 423.217.

(d) "Health care benefit" means the right under a certificate
to have paynment nade by a nonprofit health insurer for a
specified health care service, regardl ess of whether or not the
paynent is made pursuant to an adm nistrative services only or
cost-plus arrangenent.

(e) "Health care provider" neans a health facility or person
licensed, certified, or authorized to deliver health care
services in accordance with state | aw

(f) "Health care services" nmeans services provided, ordered,
or prescribed by a health care provider, including health and
rehabilitative services and nedical supplies, nedical and
rehabilitative services and medi cal supplies, nedical prosthetics
and devi ces, and nedical services ancillary or incidental to the
provi sion of those services.

(g) "Mediun|arge subscriber group" neans an underwitten
group of 100 or nore subscribers.

(h) "Medicaid" neans title XIX of the social security act,

chapter 531, 49 Stat. 620, 42 U S.C. 1396 to 1396r-6 and 1396r-8

to 1396v.
(i) "Medicare" neans title XVIII of the social security act,
chapter 531, 49 Stat. 620, 42 U.S.C. 1395 to 1395b, 1395b- 2,

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,
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1395x to 1395yy, and 1395bbb to 1395ggg.

(j) "Menber" neans a subscriber, a dependent of a subscri ber
or any other individual entitled to receive health care benefits
under a nongroup or group certificate.

(k) "Nongroup subscriber” means an individual subscriber who
is not enrolled as a subscriber through any subscriber group

() "Participating contract” neans an agreenent, contract, or
ot her arrangenent, including a prudent purchaser agreenent, under
which a health care provider agrees to accept the approved anount
as determned by the nonprofit health insurer as paynent in ful
for the rendering of health care services covered under a
certificate.

(m "Participating provider" neans a health care provider
that has entered into a participating contract with a nonprofit
heal th insurer

(n) "Personal data" neans a docunent incorporating nedical or
surgical history, care, treatnment, or service; or any simlar
record, including an autonmated or conputer accessible record,
relative to a nmenber, which is naintained or stored by a
nonprofit health insurer.

(o) "Proposed rate" neans any of the follow ng:

(i) A proposed increase or decrease in the rates to be
charged to nongroup subscri bers.

(ii) For group subscribers, any proposed changes in the
nmet hodol ogy or definitions of any rating system formula,
conmponent, or factor subject to prior approval by the

conmi ssi oner .
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(iii) A proposed increase or decrease in deductible anmounts
or coi nsurance percentages.

(iv) A proposed extension of benefits, additional benefits,
or a reduction or limtation in benefits.

(v) A review pursuant to section 3753(2).

(p) "Self-insured group” neans a group whose contract with a
nonprofit health insurer consists solely of an adm nistrative
services or cost-plus arrangenment authorized under this chapter.

(q) "Small subscriber group" nmeans an underwitten group of
fewer than 100 subscri bers.

(r) "Subscriber" nmeans an individual who contracts for health
care benefits, either individually or through a group, with a
nonprofit health insurer. Subscriber includes an individua
whose contract contains an adm nistrative services only or
cost-pl us arrangenent.

Sec. 3702. (1) Each nonprofit health care corporation
operating under former 1980 PA 350 on the effective date of this
chapter shall beconme a nonprofit health insurer subject to this
chapter wi thout formal reorgani zation under this chapter, and
shal |l be considered to exist under this act. However, within 120
days followi ng the effective date of this chapter, the nonprofit
health insurer shall amend its articles of incorporation and
byl aws to conformto the requirenments of this chapter, subject to
| egal review by the attorney general and certification of the
commi ssioner as provided in subsection (2) and shall obtain from
t he conm ssioner a new certificate of authority.

(2) Relative to the changes required by this chapter,
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amendnments to the articles and bylaws and a witten description
of the board restructuring shall be submitted to the attorney
general for legal review and to the conm ssioner for approval.
|f the attorney general finds that the amendnents and
restructuring conformto all statutory requirenents, and that
they comply with this chapter and ensure fair and equitable
representation of the subscribers of the nonprofit health
insurer, the attorney general shall certify these findings to the
commi ssioner. In review ng the anmendnents and description of the
board restructuring, the attorney general may consult with the
board of directors, officers, or enployees of a nonprofit health
insurer and with any other individual or organization.

(3) If the conm ssioner approves the anmendnents and
restructuring, the conm ssioner shall certify his or her approval
to the board. The approved anendnents and restructuring shal
take effect 10 days after the certification. |If the comm ssioner
di sapproves all or any part of the anendnents or restructuring,
or both, the conmm ssioner shall return the disapproved amendnents
or the witten description of the restructuring, or both, to the
board with a witten statenment stating the reasons for the
di sapproval and any recomrendati ons for change the comm ssi oner
suggests.

(4) 1If the amendnments, witten description of restructuring,
or both, required by this chapter are not submitted to the
attorney general and the conmm ssioner within 120 days after the
effective date of this chapter, or if the amendnents, witten

description, or both, are disapproved as provided in this
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section, the conm ssioner and the attorney general shall, and the
nonprofit health insurer may, seek judicial renedies as provided
for by law in the Inghamcounty circuit court.

(5) If a nonprofit health insurer fails to conply with this
section, the comm ssioner may issue an order suspending the right
and privilege of the nonprofit health insurer to sell or issue
new certificates until this section has been fully conplied
wi t h.

(6) The corporate exi stence of each nonprofit health insurer
operating in this state shall be considered to be extended, and
its powers in all other respects undi m nished, during the 120-day
i npl enentati on period prescribed in subsection (1).

Sec. 3703. (1) Al of the provisions of this act that apply
to a domestic disability mutual insurer apply to a nonprofit
heal th insurer under this chapter unless specifically excluded or
ot herwi se specifically provided for in this chapter.

(2) Sections 411 and 901 and chapter 77 do not apply to a
nonprofit health insurer.

(3) In order to ascertain the interests of senior citizens
regardi ng the provision of nedicare supplenental coverage and to
ascertain the interests of senior citizens regarding the
adm ni stration of the nedicare program when acting as fisca
internediary in this state, a nonprofit health insurer shal
consult with the office of services to the aging and with senior
citizens' organizations in this state.

Sec. 3704. (1) A nonprofit health insurer subject to this

chapter is declared to be a charitable and benevol ent
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institution, and its funds and property are exenpt fromtaxation
by this state or any political subdivision of this state.

(2) A person shall not act as a nonprofit health insurer or
issue a certificate except as authorized by and pursuant to a
certificate of authority granted to the person by the
commi ssi oner pursuant to this chapter.

Sec. 3705. (1) A nonprofit health insurer, in addition to
the requirenents of this chapter, shall subscribe to articles of
i ncorporation that shall contain the purposes of the nonprofit
heal th insurer, which shall be:

(a) To provide health care benefits.

(b) To secure for all of the people of this state who apply
for a certificate the opportunity for access to coverage for
health care services at a fair and reasonabl e price.

(c) To assure for nongroup and group subscribers reasonabl e
access to, and reasonable cost and quality of, health care
servi ces.

(d) To offer supplenental coverage to all nedicare enrollees
as provided in chapter 38.

(e) To engage in activity otherwi se authorized by this act,
W thin the purposes for which nonprofit health insurers may be
organi zed under this chapter.

(2) By action of its board of directors, a nonprofit health
insurer may integrate into a single instrunent the provisions of
its articles of incorporation. Any anmendnent or restatenent of
the articles are subject to |l egal review by the attorney genera

and approval by the comm ssioner.
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Sec. 3707. (1) A nonprofit health insurer wishing to
mai ntain a certificate of authority in this state after the
effective date of this chapter shall possess and maintain
uni mpai red surplus in an amount determ ned adequate by the
commi ssioner to conply with section 403. The conm ssioner shal
take into account the risk-based capital requirenments as
devel oped by the national association of insurance conm ssioners
in order to determ ne adequate conpliance with section 403.

(2) If a nonprofit health insurer files a risk-based capita
report that indicates that its surplus is |less than the anmount
det erm ned adequate by the comm ssioner under subsection (1), the
nonprofit health insurer shall prepare and submt a plan for
renedyi ng the deficiency in accordance with risk-based capital
requi renents adopted by the commi ssioner. Anong the renedies
that a nonprofit health insurer may enploy are planwide viability
contributions to surplus by subscribers.

(3) If contributions for planwi de viability under subsection
(2) are enployed, those contributions shall be made in accordance
with the follow ng:

(a) If the nonprofit health insurer's surplus is |less than
200% but nore than 150% of the authorized control |evel under
ri sk-based capital requirements, the maxi mum contribution rate

shall be 0.5%of the rate charged to subscribers for the benefits

provi ded.
(b) If the nonprofit health insurer's surplus is 150% or |ess
than the authorized control |evel under risk-based capital

requirenents, the maxi mumcontribution rate shall be 1% of the
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rate charged to subscribers for the benefits provided.

(c) The actual contribution rate charged is subject to the
conmmi ssi oner's approval .

(4) As used in subsection (3), "authorized control |evel"
nmeans the nunber determ ned under the risk-based capital formula
in accordance with the instructions devel oped by the nationa
associ ation of insurance conm ssioners and adopted by the
commi ssi oner .

Sec. 3709. (1) The funds and property of a nonprofit health
i nsurer shall be acquired, held, and di sposed of only for the
| awf ul purposes of the nonprofit health insurer and for the
benefit of the nonprofit health insurer's subscribers as a
whole. A nonprofit health insurer shall only transact such
busi ness, receive, collect, and disburse such noney, and acquire,
hol d, protect, and convey such property, as are properly within
t he scope of the purposes of the nonprofit health insurer as
provided in section 3705(1), for the benefit of the nonprofit

health i nsurer subscribers as a whole, and consistent with this

chapter.
(2) A nonprofit health insurer shall not market or transact,
as provided in sections 402a and 402b, any type of insurance

described in chapter 6. This subsection does not prohibit the
provi sion of prepaid health care benefits.

Sec. 3711. A nonprofit health insurer, subject to any
[imtation provided in this act, in any other statute of this
state, or inits articles of incorporation, may do any or all of

the foll ow ng:

00104' 03 DKH



© 00 N o o0~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

64

(a) Wth the conm ssioner's approval, borrow noney and issue
its prom ssory note, surplus note, or bond for the repaynent of
the borrowed nmoney with interest.

(b) Wth the conm ssioner's approval, participate with others
in any joint venture with respect to any transaction that the
nonprofit health insurer would have the power to conduct by
itself.

Sec. 3713. A nonprofit health insurer shall not do any of
the foll ow ng:

(a) Take any action to change its nonprofit status.

(b) Dissolve, nmerge, consolidate, nutualize, or take any
ot her action that results in a change in direct or indirect
control of the nonprofit health insurer or sell, transfer, |ease,
exchange, option, or convey assets that results in a change in
direct or indirect control of the nonprofit health insurer.

PART 2

Sec. 3720. Chapter 52 applies to a nonprofit health insurer
except as otherwi se provided in this chapter.

Sec. 3721. (1) The board of directors of a nonprofit health
care corporation operating pursuant to fornmer 1980 PA 350 shal
beconme the board of directors for a nonprofit health insurer
under this chapter subject to all of the follow ng:

(a) The terns of all provider board nenbers serving pursuant
to section 301(3) of fornmer 1980 PA 350 shall end on the
effective date of this chapter

(b) Al board nmenbers whose terns expire in April of 2003

shal | not be reappointed or replaced.
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(c) By June 30, 2003, the board of directors shall subnmt a
plan to the comm ssioner detailing howit will reduce the size of
the board by Decenber 31, 2003 to 13 nenbers including the chief
executive officer. The plan shall be consistent with the
requi renents of this part and shall provide that an individual
shal |l not serve nore than 2 consecutive terns on the board. If a
plan is not submitted by June 30, 2003, then the conm ssioner,
after consultation with the board of directors, shall fornulate
and place into effect a plan consistent with this part. The plan
subnmitted by the board of directors shall be considered to neet
the requirenents of this part if it is not disapproved by witten
order of the conm ssioner on or before October 1, 2003. As part
of a di sapproval order, the conm ssioner shall notify the board
of directors in what respect all or any part of the plan
submtted by the board of directors fails to neet the
requi renents of this part. Not |later than 30 days after the date
of the disapproval order, the board of directors shall submt a
revised plan that neets the requirenents of this part. |If the
board of directors fails to submt a revised plan or if the
subnmitted revised plan does not neet the requirenents of this
part, as determ ned by the conmm ssioner, then the conm ssioner
shall inmediately formulate and place into effect a plan
consistent with this part.

(2) Effective January 1, 2004, the board of directors of a
nonprofit health insurer shall consist of 13 nenbers as follows:

(a) Three public nenbers appointed by the governor with the

advi ce and consent of the senate, at | east 1 of whom shall be 62
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years of age or ol der, and who shall represent the public
interest in the charitable and benevol ent m ssion of the
nonprofit health insurer.

(b) One nenber representing nongroup subscri bers.

(c) Two nenbers representing self-insured groups.

(d) Three nmenbers representing small subscriber groups.

(e) Three nmenbers representing nedi um | arge subscri ber
gr oups.

(f) The chief executive officer of the nonprofit health
i nsurer.

(3) The method of selection of the directors, other than the
directors who are representatives of the public, shall be
specified in the bylaws. The nethod for filling vacancies in the
of fices of directors, other than the directors who are
representatives of the public, shall be provided in the byl aws.
The term of office of any director except the termof office of
the director under subsection (2)(f) shall not exceed 3 years,
and at |east 1/3 of the nenbers of the board, excluding the
di rector under subsection (2)(f), shall be selected each year.
The byl aws shall provide that all nenbers of the board shall be
reinmbursed only for all reasonabl e and necessary expenses
incurred in carrying out their duties under this chapter and
shal |l not receive any conpensation for services to the nonprofit
heal th insurer as director.

(4) The method of selection of each category of subscribers
entitled to representation on the board shall maxi m ze subscri ber

participation to the extent reasonably practicable. This
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subsection permts, but does not require, the statew de el ection
of a director. The nethod of selection neither permts nor
requi res nom nation, endorsenent, approval, or confirmation of a
candidate or director by the board of directors or the nanagenent
of the nonprofit health insurer, or by any nenber or nenbers of
the board of directors or the nanagenent of the nonprofit health
insurer. This subsection does not Iimt the rights of any
di rector or enployee or officer of the nonprofit health insurer
to participate in the selection process in his or her capacity as
a subscriber, to the same extent as any other subscriber my
partici pate.

(5) A director shall not be an enpl oyee, agent, officer, or
director of an insurance conpany witing disability insurance
inside or outside this state.

Sec. 3722. (1) The board of directors may establish
advi sory councils and, unless otherwise provided in the articles
of incorporation or bylaws, committees it considers necessary to
performits duties. Wth respect to board commttees, the byl aws
shal | include provisions regarding all of the follow ng:

(a) Provisions that assure that the nenbership of each
commttee provides for representation of all of the conponents of
directors, as defined in the bylaws, to the greatest extent
practi cabl e.

(b) Provisions regarding enmergency neetings of the nonprofit
heal th insurer executive conmittee, and action by that committee
on behal f of the board in cases of energency, as defined in and

aut hori zed by the byl aws.
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(2) The board of directors shall establish a provider
advi sory council by not later than 90 days after the effective
date of this chapter. The provider advisory council shal
consi st of not nore than 12 menbers who shall fairly represent
the cl asses of health care providers with whomthe nonprofit
heal th insurer contracts for services.

(3) The provider advisory council established under
subsection (2) shall provide advice to the board of directors on
matters concerning the inpact of board policies on health care
providers, including, but not limted to, participating
contracts, coverage for nedical services, billing and paynent
procedures and practices, and subscriber access to an appropriate
nunber and m x of health care providers in this state.

(4) Except as otherw se provided in subsection (1)(b), a
council or comm ttee established under this section shall act in
an advisory capacity to the board of directors. Except as
ot herwi se provided in subsection (1)(b), the board of directors
shal | nmeet and approve a council or conmttee reconmendati on
before it can be inplenmented. The mnutes of all neetings of
councils and committees established under this section shall be
given to the nenbers of the board of directors and shall be
included in the mnutes of the board of directors' neetings.

Sec. 3723. (1) The board of directors shall adopt initial
byl aws and may anmend or repeal those bylaws or adopt new byl aws,
subject to legal review by the attorney general and prior
approval by the comm ssioner. The bylaws nay contain any

provision for the regulation and managenent of the affairs of the
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nonprofit health insurer not inconsistent with the articles of
i ncorporation, this act, or any other applicable provision of
| aw.

(2) The initial bylaws, and any new byl aws, anendnments, or
repeal ers shall be submitted to the attorney general for |egal
review and for approval by the conm ssioner. The conm ssioner
shal | approve the initial bylaws, new byl aws, anendments, or
repealers if the comm ssioner determnes that they conply with
this act.

(3) If the conm ssioner disapproves all or any part of the
initial bylaws, new bylaws, anendnents, or repealers, he or she
shall return themto the board with a witten statenment stating
the reasons for the disapproval and any recommendati ons for
change that he or she may wi sh to suggest, not |later than 30 days
following their receipt. Bylaws, anmendnents, and repeal ers not
returned to the nonprofit health insurer within this 30-day
period are considered to conply with this chapter and are
consi dered approved.

Sec. 3724. (1) Regular or special neetings of the board of
directors or a board commttee shall be held within this state.
Wth respect to regular or special neetings of the board or a
board committee, the bylaws shall include provisions regarding

all of the follow ng:

(a) The m ni mum nunber of regular neetings to be held each
year .

(b) The publication and advance distribution of an agenda,
i ncl udi ng provisions respecting the tine and place of the neeting
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and the business to be conducted. Notice of neetings and the
agenda for the neeting shall be posted on the nonprofit health
insurer's website as soon as practical after publication or
di ssem nati on under this subdivision.

(c) The voting procedures to be used. The use of proxies or
round-robins shall not be all owed.

(2) Notice of a regular neeting shall be given at |east 15
days before the neeting and notice of a special neeting shall be
given at |east 24 hours before the neeting. Al neetings shal
be open to the public except as otherw se provided in
section 3725(2).

(3) Unless otherwise restricted by the articles of
i ncorporation or bylaws, a nenber of the board or of a board
comrittee may participate in a nmeeting by neans of conference
t el ephone or simlar comunications equi pment by neans of which
all individuals participating in the neeting can hear each
other. Participation in a nmeeting pursuant to this subsection
constitutes presence in person at the neeting.

(4) A mjority of board nmenbers then in office, or of the
menbers of a board conmittee, constitutes a quorumfor the
transacti on of business, unless the articles or bylaws provide
for a larger nunber. The vote of the mpjority of menbers present
at a neeting at which a quorumis present constitutes the action
of the board or of the commttee, unless the vote of a |arger
nunber is required by this chapter, the articles, or the byl aws.
The followi ng actions shall require the vote of not |less than a

majority of the nmenbers of the board then in office:
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(a) Adoption of bylaws, anendnents to bylaws, or repeal ers of
byl aws.

(b) Adoption of articles of incorporation, anendnents to
articles, or repealers of articles.

(c) Adoption of compensation for officers of the nonprofit
heal th insurer

(5) The bylaws shall provide that a record roll call vote
shall be taken at the request of any board nenber. The vote of
each nenber during a record roll call vote shall be recorded in
t he m nutes.

Sec. 3725. (1) A nonprofit health insurer shall keep
accurate books and records of account and conplete and detail ed
m nutes of the proceedings of the board of directors and board
commttees. The books, records, and minutes may be in witten
formor in any other form capable of being converted into witten
formw thin a reasonable tine and shall be made avail abl e
el ectronically in a formprescribed by the comm ssioner. One
copy of the mnutes or draft mnutes fromeach neeting of the
board of directors shall be transmtted to the comm ssioner
within 15 days after the neeting was held. Upon request, a
subscri ber shall receive, within 15 days after recei pt of the
request, a copy of the mnutes or draft mnutes of 1 or nore
neeti ngs of the board or board conmittee and may be charged not
nore than the reasonabl e cost of copying and postage.

(2) Mnutes shall be kept and need not be discl osed, except
to the conm ssioner, for those portions of nmeetings that are held

for the foll ow ng purposes:
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(a) To consider the hiring, pronotion, dismssal,
suspensi on, or discipline of an enpl oyee.

(b) To consider the purchase, |ease, or sale of rea
property.

(c) For strategy and negotiation sessions connected with the
negoti ati ons of a collective bargai ni ng agreenent when either
party requests a cl osed neeting.

(d) For trial or settlenent strategy sessions in connection
Wi th specific contenplated or pending litigation. |[If these
sessions are with respect to litigation to which the comm ssi oner
or the attorney general is a party, mnutes regarding these
sessions are not subject to exam nation and free access by the
conmi ssi oner .

(e) To consider nedical records of an individual.

(f) To consider the acquisition or disposal of certificates
of stock, bonds, certificates of indebtedness, and other
i ntangi bles in which the nonprofit health insurer may invest
funds under this chapter, if the information regardi ng proposed
acquisition or disposal may affect the price paid or received.

(g) To consider provider appeals when the provider has
requested a cl osed heari ng.

(h) To discuss nmarketing strategy with regard to a
particul ar customer or limted group of customers, or to discuss
a new or changed benefit, the premature di sclosure of which would
have an adverse inpact on the nonprofit health insurer.

(i) To consider the renoval of a director fromthe board

when the director requests a cl osed hearing.
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(3) The date and tine of preparation and existence of the
m nut es described in subsection (2), the contents of which shal
not be discl osabl e except to the conm ssioner, shall be noted in
the mnutes required to be kept under subsection (1). Once
action is taken by the board to inplenment a consideration or
di scussi on described in subsection (2)(b), (f), (g), or (h), once
a collective bargaining agreenment is reached as described in
subsection (2)(c), once litigation is no |onger pending as
descri bed in subsection (2)(d), or once a closed hearing is
concl uded as described in subsection (2)(i), and upon the request
of the director to whomthe hearing pertai ned, the m nutes
relating to the consideration, discussion, or strategy session
shal | be published and di ssem nated with the next succeedi ng set
of mnutes published and di ssem nated under subsection (1).

Sec. 3726. The board shall establish a conpensation plan
for executive and senior |evel managenent of the nonprofit health
i nsurer, including any bonus plan tied to perfornance of the
nonprofit health insurer, which shall be filed with and approved
by the conm ssioner before it becones effective. The
commi ssioner shall be notified of any bonus issued to an
executive or senior |evel nenber of nanagenent of the nonprofit
health insurer within 10 days of issuance of the bonus. The
board shall identify in the conpensation plan, subject to the
conmmi ssioner's approval, those executive and senior |evel
managenent positions covered under the conpensation plan

Sec. 3727. (1) A contract or other transaction between a

nonprofit health insurer and 1 or nore of its directors or
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of ficers, or between a nonprofit health insurer and any ot her
corporation, firm or association of any type or kind in which 1
or nore of its directors or officers are directors or officers,
or are otherwise interested, is not void or voidable solely
because of this common directorship, officership, or interest, or
sol ely because the directors are present at the neeting of the
board that authorizes or approves the contract or transaction, if
all of the followi ng conditions are satisfied:

(a) The contract or other transaction is fair and reasonabl e
to the nonprofit health insurer when it is authorized, approved,
or ratified.

(b) The material facts as to the officer's or director's
relationship or interest and as to the contract or transaction
are di sclosed or known to the board, and the board authori zes,
approves, or ratifies the contract or transaction by a vote
sufficient for the purpose. The conditions of this subdivision
shal |l be considered satisfied only if the officer or director has
announced the potential conflict before the vote, the m nutes of
the neeting refl ect that announcenent, and the officer or
director abstained fromthe vote.

(2) If the validity of a contract described in subsection
(1) is questioned, the burden of establishing its validity on the
grounds prescribed is upon the director, officer, corporation,
firm or association asserting its validity.

(3) Common or interested directors shall not be counted in
determining the presence of a quorumat a board neeting at the

time a contract or transaction described in subsection (1) is
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aut hori zed, approved, or ratified.

(4) The bylaws of a nonprofit health insurer may include
provi sions regarding conflict of interest that are nore stringent
than this section

PART 3

Sec. 3731. (1) A nonprofit health insurer established,
mai ntai ned, or operating in this state shall offer health care
benefits to all residents of this state, and may offer other
health care benefits as the insurer specifies with the approva
of the conm ssioner.

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

(3) Anonprofit health insurer shall not do any of the
fol | ow ng:

(a) Refuse to issue or continue a certificate to 1 or nore
residents of this state, except while the individual, based on a
transaction or occurrence involving a nonprofit health insurer,
is serving a sentence arising out of a charge of fraud, is
satisfying a civil judgnment, or is nmaking restitution pursuant to
a voluntary paynent agreenent between the nonprofit health
i nsurer and the individual

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

certificate under subdivision (a).

00104' 03 DKH



© 00 N o o0~ W N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

76

(c) Limt the coverage avail able under a certificate, wthout
the prior approval of the conmm ssioner, unless the limtation is
as aresult of: an agreenment with the person paying for the
coverage; an agreement with the individual designated by the
persons paying for or contracting for the coverage; or a
col | ective bargai ning agreenent.

(4) A nonprofit health insurer has the right to status as a
party in interest, whether by intervention or otherw se, in any
judicial, quasi-judicial, or adm nistrative agency proceeding in
this state for the purpose of enforcing any rights it may have
for rei mbursenment of paynents nade or advanced for health care
services on behalf of 1 or nore of its subscribers or nmenbers.

(5) A nonprofit health insurer shall not limt or deny
coverage to a subscriber or limt or deny reinbursement to a
provi der on the ground that services were rendered while the
subscriber was in a health care facility operated by this state
or a political subdivision of this state. A nonprofit health
insurer shall not limt or deny participation status to a health
care facility on the ground that the health care facility is
operated by this state or a political subdivision of this state,
if the facility neets the standards set by the nonprofit health
insurer for all other facilities of that type,
gover nnent - operated or otherwise. To qualify for participation
and reinbursenent, a facility shall, at a mninmnum neet all of
the foll owi ng requirenents, which shall apply to all simlar
facilities:

(a) Be accredited by the joint conm ssion on accreditation of
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hospi t al s.

(b) Meet the certification standards of the medi care program
and the nedi caid program

(c) Meet all statutory requirenments for certificate of need.

(d) Follow generally accepted accounting principles and
practi ces.

(e) Have a conmunity advi sory board.

(f) Have a programof utilization and peer review to assure
that patient care is appropriate and at an acute |evel.

(g) Designate that portion of the facility that is to be used
for acute care.

Sec. 3732. (1) A nonprofit health insurer delivering,
issuing for delivery, or renewing in this state a nedium | arge
subscri ber group certificate shall furnish to a payor, within 30
days after receiving a witten request therefore and upon paynent
of a reasonable charge, all of the follow ng information by
coverage conponent for the certificate incurred during the
i mredi ately precedi ng 24-nonth peri od:

(a) Total nunber of individuals covered.

(b) Total nunber of claimns.

(c) Total dollar anmount of clains.

(d) Anmobunt paid or allocated to providers on a per individua
basi s not included in subdivisions (a) to (c).

(e) Al pertinent information used by the nonprofit health
insurer to nake its rates for that group. This subdivision does
not require the release of any information otherw se exenpt from

di scl osure under this chapter. The conm ssioner shall determ ne
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not |less often than annually what is pertinent information under
t hi s subdi vi si on.

(2) Information furni shed under subsection (1) shall not
di scl ose personal data that may reveal the identity of a covered
i ndividual. Information furnished under subsection (1) shall be
coll ected and provided to a payor based on the group the payor
sponsors.

(3) As used in this section:

(a) "Coverage conponent™ includes, but is not limted to,
in-patient and out-patient facility coverage, professional

provi der coverage, and pharnacy coverage.

(b) "Payor" neans the purchaser of group coverage whether the

purchase is made directly fromthe nonprofit health insurer or is

made through a third party adm nistrator, an agency, or another

entity.
Sec. 3733. (1) If a group or nongroup certificate of a
nonprofit health insurer provides for health care benefits for a

health care service and if that service was |egally perforned,
t hose benefits or reinbursenment for the provision of the service

shal |l not be deni ed because the service was rendered by a

denti st.

(2) As used in this section, "dentist" means an individual
i censed under part 166 of the public health code, 1978 PA 368,
MCL 333. 16601 to 333. 16648.

(3) This section applies to certificates issued or renewed on

or after the effective date of this section and applies

notw t hstandi ng any certificate provision to the contrary.
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Sec. 3734. (1) Subject to subsections (2) and (3), if a
nonprofit health insurer group or nongroup certificate provides
for health care benefits for services perfornmed by a physician's
assi stant, those benefits or reinbursenent for those benefits at
the prevailing rate shall not be denied if the services were
performed by a physician's assistant acting within the scope of
his or her license and if the following are net:

(a) If the services were perfornmed by a physician's assistant
wor king for a physician or facility specializing in a particular
area of nmedicine, a physician that specializes in that area of
nmedi ci ne was physically present on the prem ses when the
physi ci an's assi stant perfornmed the services.

(b) If the services were perfornmed by a physician's assistant
wor king for a physician or facility engaging in general famly
practice, a physician need not have been physically present on
the prem ses when the physician's assistant perfornmed the
services so long as a consulting physician is within 150 mles or
3 hours' conmute to where the services are perforned.

(2) This section applies to a physician's assistant who
perfornms services in any of the foll ow ng:

(a) A county with a popul ation of 25,000 or |ess.

(b) Acertified rural health clinic.

(c) A health professional shortage area.

(3) For purposes of subsection (1), a physician supervising a
physician's assistant shall do so fromw thin Mchigan or froma
state bordering M chi gan.

(4) As used in this section:
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(a) "Health professional shortage area" neans that term as

defined in section 332(a)(1) of subpart Il of part D of title II

of the public health service act, chapter 373, 90 Stat. 2270, 42

U S. C 254e.

(b) "Physician's assistant” means an individual |icensed as a

physi ci an's assi stant under article 15 of the public health code,

1978 PA 368, MCL 333.16101 to 333. 18838.

(c) "Rural health clinic" nmeans a rural health clinic as

defined under section 1861 of part D of title XVIII of the socia

security act, 42 U S.C. 1395x, and certified to participate in

nmedi cai d and nedi care.

Sec. 3735. (1) A health care provider who has reason to

believe that a nonprofit health insurer has violated section

2005a, 2006, 2024, or 2026 concerning that health care provider

is entitled to a private informal manageri al -1 evel conference

with the nonprofit health insurer and to a review before the

commi ssioner if the conference fails to resolve the dispute.

(2) A nonprofit health insurer shall establish reasonable

internal procedures to provide a health care provider with a

private informal nmanagerial -1evel conference as provided in

subsection (1). These procedures shall provide for all of the

fol | ow ng:

(a) That the nonprofit health insurer shall nake a fina

witten determ nation not |ater than 35 cal endar days after a

grievance is submitted in witing by the health care provider.

The timng for the 35-cal endar-day period nay be tolled, however,

for any period of tine the provider
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the grievance procedure.

(b) A nmethod of providing the health care provider, upon
request and paynent of a reasonable copying charge, with
information pertinent to the matter in dispute.

(c) A nmethod for resolving the dispute pronptly and
informally, while protecting the interests of both the health
care provider and the nonprofit health insurer. The nethod under
this subdivision shall include at |east all of the follow ng:

(1) That the nonprofit health insurer shall hold a private
i nformal managerial -1 evel conference under this section within a
reasonably accessi bl e distance fromthe M chigan address of the
health care provider and at a tinme reasonably convenient to the
health care provider or the health care provider's agent or
representative. At the request of the health care provider, the
conference shall be held by tel ephone.

(i) That not later than 20 days after the conference, the
nonprofit health insurer shall provide the health care provider
with all of the follow ng:

(A) The nonprofit health insurer's proposed resol ution.

(B) The facts, with supporting docunentation, upon which the
proposed resol ution is based.

(C The specific section or sections of the law, certificate,
contract, or other witten policy or docunment upon which the
proposed resol ution is based.

(D) A statenment explaining the health care provider's right
to appeal the matter to the conm ssioner within 120 days after

recei pt of the nonprofit health insurer's final determ nation.
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(E) A statement describing the status of the claiminvol ved.

(3) A nonprofit health insurer shall do all of the
fol | ow ng:

(a) At the tine of a refusal to pay a claimmde by a health
care provider, the nonprofit health insurer shall provide in
witing to the health care provider a clear, concise, and
specific explanation of all the reasons for the refusal. This
notice shall notify the health care provider of his or her right
to a private informal nmanagerial-level conference if the health
care provider believes the refusal to be in violation of section
2005a, 2006, 2024, or 2026.

(b) I'n addition to the notice required in subdivision (a), at
| east annual ly provide notice to each health care provider with
whom t he nonprofit health insurer has contact of the health care
provider's right to a private informal nanagerial -1eve
conference under this section. The notice shall reasonably
informhealth care providers of their rights under this section.

(4) If the nonprofit health insurer fails to provide a
conference and a final determ nation within 35 days after a
request by a health care provider, or if the health care provider
di sagrees with the proposed resolution of the nonprofit health
insurer after conpletion of the conference, the health care
provider is entitled to a determ nation of the matter by the
commi ssioner. To be entitled to a determ nation by the
commi ssi oner under this subsection, the health care provider
shall file a witten request with the conm ssioner not |ater than

120 days after the date of the final determ nation, 120 days
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after the conpletion of the conference, or 120 days after the
expiration of the initial 35 days, as applicable. The
conmmi ssioner may extend this 120-day tinme limt if he or she
believes there is just cause to do so.

(5) If either the nonprofit health insurer or a health care
provi der disagrees with a determ nation of the comm ssioner under
this section, the comm ssioner, if requested to do so by either
party, shall proceed to hear the matter as a contested case under
the adm ni strative procedures act of 1969, 1969 PA 306,

MCL 24.201 to 24.328. The conmi ssioner shall notify the
nonprofit health insurer and health care provider in his or her
determi nation under this section of the right to a contested case
hearing. To be entitled to a contested case hearing under this
subsection, the person requesting the contested case hearing
shall file a witten request with the conm ssioner on or before
the expiration of 60 days after the date of the determ nation.

Sec. 3736. (1) A nonprofit health insurer shall, in order
to ensure the confidentiality of records containing personal data
that may be associated with identifiable nmenbers, use reasonable
care to secure these records from unauthorized access and to
coll ect only personal data necessary for the proper review and
paynent of clains. Except as is necessary for clains
adj udi cation, clainms verification, or when required by law, a
nonprofit health insurer shall not disclose records containing
personal data that nay be associated with an identifiable nenber,
or personal information concerning a nmenber, to a person other

than the menber, wi thout the prior and specific inforned consent
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of the nenber to whomthe data or information pertains. The
menber's consent shall be in witing. Except when a disclosure
is made to the conm ssioner or another governnmental agency, a
court, or any other governnmental entity, a nonprofit health
i nsurer shall make a disclosure for which prior and specific
i nformed consent is not required upon the condition that the
person to whomthe disclosure is nmade protect and use the
di scl osed data or information only in the manner authorized by
the nonprofit health insurer under subsection (2). |If a nenber
has authorized the rel ease of personal data to a specific person
a nonprofit health insurer shall make a disclosure to that person
upon the condition that the person shall not release the data to
a third person unless the nenber executes in witing another
prior and specific informed consent authorizing the additional

rel ease. This subsection does not preclude either of the

fol | ow ng:
(a) The release of information to a nenber, pertaining to
t hat menber, by tel ephone, if the identity of the menber is

verified.
(b) A representative of a subscriber group, upon request of
a nmenber of that subscriber group, or an elected official, upon

request of a constituent, from assisting the individual in
resolving a claim

(2) The board of directors of a nonprofit health insurer
shal | establish and nmake public the policy of the nonprofit
heal th insurer regarding the protection of the privacy of nenbers

and the confidentiality of personal data. The policy, at a
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m ni mum shall do all of the foll ow ng:

(a) Provide for the nonprofit health insurer's inplenentation
of provisions in this act and other applicable |aw respecting
col l ection, security, use, release of, and access to personal
dat a.

(b) ldentify the routine uses of personal data by the
nonprofit health insurer; prescribe the nmeans by which nmenbers
will be notified regarding those uses; and provide for
notification regarding the actual rel ease of personal data and
information that nay be identified with, or that concern, a
menber, upon specific request by that nmenber. As used in this
subdi vision, "routine use" nmeans the ordinary use or rel ease of

personal data conpatible with the purpose for which the data were

col |l ected.
(c) Assure that no person shall have access to personal data
except on the basis of a need to know.

(d) Establish the contractual or other conditions under which
the nonprofit health insurer will rel ease personal data.

(e) Provide that enrollnent applications and claimforns
devel oped by the nonprofit health insurer shall contain a

menber's consent to the rel ease of data and information that is
limted to the data and i nformati on necessary for the proper
revi ew and paynment of clainms, and shall reasonably notify nenbers
of their rights pursuant to the board' s policy and applicable
I aw.

(f) Provide that applicants for new or renewed certificates

shal | be advised that the nonprofit health insurer does not
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require the use of the applicant's federal social security
account nunber and that, when applicable, another authority does
requi re use of the nunber.

(3) A nonprofit health insurer that violates this section is
guilty of a m sdeneanor punishable by a fine of not nore than
$1, 000. 00 for each violation.

(4) A nmenber may bring a civil action for danages agai nst a
nonprofit health insurer for a violation of this section and may
recover actual damages or $200. 00, whichever is greater, together
Wi th reasonabl e attorneys' fees and costs.

(5) This section does not limt access to records or enlarge
or dimnish the investigative and exam nati on powers of
government al agencies, as provided for by |aw

Sec. 3737. Acivil action for negligence based upon, or
arising out of, the health care provider-patient relationship
shal | not be nmintained against a nonprofit health insurer.

Sec. 3738. (1) A nonprofit health insurer shall offer
benefits for the inpatient treatnent of substance abuse by a
licensed allopathic physician or a |icensed osteopathic physician
in a health care facility operated by this state or approved by
the departnent of conmunity health for the hospitalization for,
or treatnment of, substance abuse.

(2) Subject to subsection (3), a nonprofit health insurer nmay
enter into contracts with providers for the rendering of
i npati ent substance abuse treatnent by those providers.

(3) A contracting provider rendering inpatient substance

abuse treatnent for patients other than adol escent patients shal
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be a licensed hospital or a substance abuse service program
Iicensed under article 6 of the public health code, 1978 PA 368,
MCL 333.6101 to 333.6523, and shall neet the standards set by the
nonprofit health insurer for contracting health care facilities.

(4) In addition to the requirenents of this section, a
nonprofit health insurer shall conply with sections 3425 and
3609a.

Sec. 3739. (1) A nonprofit health insurer shall offer or
i ncl ude coverage, in all group and nongroup certificates, to
provi de benefits for prosthetic devices to nmaintain or replace
t he body part of an individual whose covered illness or injury
has required the renoval of that body part. However,
certificates resulting fromcollective bargaining agreenents are
exenpt fromthis subsection. This coverage shall provide that
reasonabl e charges for nedical care and attendance for an
individual fitted with a prosthetic device shall be covered
benefits after the individual's attending physician has certified
t he nedi cal necessity or desirability for a proposed course of
rehabilitative treatnent.

(2) In all group and nongroup certificates, a nonprofit
health insurer shall provide benefits for prosthetic devices to
mai ntain or replace the body part of an individual who has
undergone a mastectomy. This coverage shall provide that
reasonabl e charges for nedical care and attendance for an
i ndi vi dual who receives reconstructive surgery follow ng a
mast ectormy or who is fitted with a prosthetic device shall be

covered benefits after the individual's attending physician has
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certified the nedical necessity or desirability of a proposed
course of rehabilitative treatnent. The cost and fitting of a
prosthetic device following a mastectony is included within the
type of coverage intended by this subsection.

Sec. 3739a. (1) A nonprofit health insurer shall establish
and provide to nenbers and participating providers a programto
prevent the onset of clinical diabetes. This program for
participating providers shall enphasize best practice guidelines
to prevent the onset of clinical diabetes and to treat diabetes,
including, but not limted to, diet, lifestyle, physical exercise
and fitness, and early diagnosis and treatnent.

(2) A nonprofit health insurer shall regularly measure the
ef fectiveness of a program provided pursuant to subsection (1) by
regul arly surveying group and nongroup nenbers covered by the
certificate. By March 28, 2003, each nonprofit health insurer
shal |l prepare a report containing the results of the survey and
shall provide a copy of the report to the departnent of community
heal t h.

(3) A nonprofit health insurer certificate shall provide
benefits in each group and nongroup certificate for the follow ng
equi pnment, supplies, and educational training for the treatnent
of diabetes, if determined to be nmedically necessary and
prescribed by an allopathic or osteopathic physician:

(a) Blood glucose nonitors and bl ood gl ucose nonitors for the
| egal 'y blind.

(b) Test strips for glucose nonitors, visual reading and

urine testing strips, lancets, and spring-powered |ancet
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devi ces.

(c) Insulin.

(d) Syringes.

(e) Insulin punps and nedi cal supplies required for the use
of an insulin punp.

(f) Nonexperinental nedication for controlling blood sugar.

(g) Diabetes self-managenent training to ensure that persons
Wi th diabetes are trained as to the proper self-managenent and
treatnment of their diabetic condition.

(4) A nonprofit health insurer certificate shall provide
benefits in each group and nongroup certificate for nedically
necessary mnedi cati ons prescri bed by an all opat hic, osteopathic,
or podiatric physician and used in the treatnment of foot
ai l ments, infections, and other nedical conditions of the foot,
ankl e, or nails associated wi th diabetes.

(5) Coverage under subsection (3) for diabetes
sel f-managenent training is subject to all of the follow ng:

(a) Is limted to conpletion of a certified diabetes
educati on program upon occurrence of either of the foll ow ng:

(i) I'f considered nedically necessary upon the diagnosis of
di abetes by an all opathic or osteopathic physician who is
managi ng the patient's diabetic condition and if the services are
needed under a conprehensive plan of care to ensure therapy
conpliance or to provide necessary skills and know edge.

(i) I'f an allopathic or osteopathic physician di agnoses a
significant change with long-terminplications in the patient's

synptonms or conditions that necessitates changes in a patient's
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sel f-managenent or a significant change in medical protocol or
treatnent nodalities.

(b) Shall be provided by a diabetes outpatient training
programcertified to receive nedicare or nedicaid rei nbursenent
or certified by the departnment of community health. Training
provi ded under this subdivision shall be conducted in group
settings whenever practicable.

(6) Benefits under this section are not subject to dollar
limts, deductibles, or copaynent provisions that are greater
than those for physical illness generally.

(7) As used in this section, "diabetes" includes all of the
fol | ow ng:

(a) Gestational diabetes.

(b) Insulin-dependent diabetes.

(c) Non-insulin-dependent diabetes.

PART 4

Sec. 3741. A nonprofit health insurer subject to this

chapter may enter into participating contracts with health care

providers as provided in this part.

Sec. 3742. (1) A nonprofit health insurer may enter into
participating contracts with or enploy health care providers on
the basis of cost, quality, availability of services to the
nmenber ship, conformty to the adm nistrative procedures of the

nonprofit health insurer, and other factors relevant to delivery

of economi cal, quality care, but shall not discrimnate solely on

the basis of the class of health care providers to which the

heal th care provi der bel ongs.
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(2) A nonprofit health insurer shall enter into participating
contracts with health care providers through which covered health
care services are usually provided to nenbers.

(3) A participating contract shall prohibit the participating
provi der from seeking paynent froma nmenber for health care
services covered under the certificate, except that the
participating contract may allow participating providers to
col | ect deductibles and copaynents directly from nmenbers.

(4) A participating contract shall provide for all of the
fol | ow ng:

(a) That the participating provider neet and nmai ntain
applicable licensure or certification requirenents.

(b) For appropriate access by the nonprofit health insurer to
records or reports concerning service to its menbers.

(c) That the participating provider cooperate with the
nonprofit health insurer's quality assurance activities.

(d) For the reinbursenent methodol ogy that is used to pay the

partici pating provider.

(e) For a reasonabl e dispute resolution process.

(f) Procedures for the term nation of the participating
contract.

(g) Procedures for anmendnents to the contract, including
notification to providers.

Sec. 3743. (1) A participating contract may cover al
nmenbers or may be a separate and individual contract on a per
claimbasis, if, in entering into a separate and i ndi vi dua

contract on a per claimbasis, the participating provider
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certifies to the nonprofit health insurer:

(a) That the provider will accept the nonprofit health
insurer's approved anmount as paynent in full for health care
services rendered for the specified claimfor the nmenber
i ndi cat ed.

(b) That the provider will accept the nonprofit health
i nsurer's approved anount as paynment in full for all cases
i nvol ving the procedure specified, for the duration of the
cal endar year. As used in this subdivision, provider does not
i nclude a person licensed as a dentist under part 166 of the
public health code, 1978 PA 368, MCL 333.16601 to 333.16648.

(c) That the provider will not determ ne whether to
participate on a claimon the basis of the race, color, creed,
marital status, sex, national origin, residence, age, disability,

or | awful occupation of the nenber entitled to health care

benefits.
(2) A participating contract shall provide that the private
provi der-patient relationship shall be maintained to the extent

provi ded for by |aw

(3) A nonprofit health insurer shall provide to a nenber,
upon request, a current list of providers with whomthe nonprofit
health insurer has entered into participating contracts.

Sec. 3744. A nonprofit health insurer shall submt to the
conmmi ssi oner for approval standard participating contract formats
and any substantive changes to those participating contract
formats. The contract format or change is considered approved 30

days after filing with the comm ssi oner unless approved or
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di sapproved within the 30 days. As used in this section
"substantive changes to those participating contract formats"
means any change to a participating contract that alters the
nmet hod of paynent to a health care provider, alters the risk, if
any, assuned by each party to the contract, or affects a
provi sion required by |aw.

Sec. 3745. (1) A nonprofit health insurer shall provide
evidence to the conmm ssioner that it has executed participating
contracts with a sufficient nunber of health care providers to
enabl e the nonprofit health insurer to deliver health care
services covered under a certificate.

(2) A nonprofit health insurer shall establish and maintain
adequate participating contracts to ensure reasonable proximty
bet ween participating providers and nenbers for the delivery of
covered health care services. |In determ ning whether a nonprofit
heal th insurer has conplied with this subsection, the
commi ssi oner shall give due consideration to the relative
avai lability of health care providers in a geographic area.

PART 5

Sec. 3751. Administrative costs for adm nistrative services
and cost-plus arrangenents shall be determned in accordance with
the adm nistrative costs allocation nethodol ogy and definitions
filed and approved under this part and shall be expressed clearly
and accurately in the contracts establishing the arrangenents, as
a percentage of costs rather than charges.

Sec. 3752. (1) Except as otherw se provided in subsection

(2), if a nonprofit health insurer wants to offer a new
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certificate, change an existing certificate, or change a rate
charge, a copy of the proposed revised certificate or proposed
rate shall be filed with the comm ssioner and shall not take
effect until 60 days after the filing unless the comm ssioner
approves the change in witing before the expiration of the 60
days. The conm ssioner may subsequentl|y di sapprove any
certificate or rate change.

(2) The comm ssioner shall exenpt from prior approval
certificates resulting froma coll ective bargaining agreenent.

(3) The comm ssioner nmay di sapprove, or approve wth
nodi fications, a certificate and applicable rates under 1 or nore
of the follow ng circunstances:

(a) If the rate charged for the benefits provided is not
equi tabl e, not adequate, or excessive, as defined in section
3756.

(b) If the certificate contains 1 or nore provisions that
are unjust, unfair, inequitable, msleading, or deceptive or that
encourage m srepresentati on of the coverage.

(4) The conmi ssioner shall approve a certificate and
appl i cabl e proposed rates if all of the follow ng conditions are
nmet :

(a) If the rate charged for the benefits provided is

equi tabl e, adequate, and not excessive, as defined in section

3756.

(b) If the certificate does not contain any provision that
is unjust, unfair, inequitable, msleading, or deceptive or that
encour ages m srepresentation of the coverage.
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(5) The comm ssioner nmay di sapprove a certificate and any
appl i cabl e proposed rates under this section by issuing a notice
of di sapproval specifying howthe filing fails to neet the
requirenents of this chapter. The notice shall state that the
filing shall not becone effective.

(6) The comm ssi oner nmay approve, or approve with
nodi fications, a certificate and any applicabl e proposed rates
under this section by issuing a notice of approval or approval
wWith nodifications. |[If the notice is of approval wth
nodi fications, the notice shall specify what nodifications in the

filing are required for approval under this chapter, and the
reasons for the nodifications. The notice shall also state that
the filing shall becone effective after the nodifications are
made and approved by the conm ssioner.

(7) Upon request by a nonprofit health insurer, the
commi ssioner may allow certificates and rates to be inpl enented
before filing to allow inplenentation of a new certificate on the
dat e request ed.

Sec. 3753. (1) The rates charged to nongroup subscri bers
for each certificate shall be filed in accordance with section
3752. Annually, the comm ssioner shall approve, disapprove, or
nodi fy and approve the proposed or existing rates for each
certificate subject to the standard that the rates nust be
determ ned to be equitable, adequate, and not excessive, as
defined in section 3756. The burden of proof that rates to be
charged neet these standards is on the nonprofit health insurer

proposing to use the rates. The rates charged to nongroup
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subscribers for each certificate shall be calculated on a
comunity rating basis and may only vary by benefit plan and
famly conmposition. Rates shall not be based on age, health
status, gender, or geographic |ocation.

(2) The met hodol ogy and definitions of each rating system
formul a, conmponent, and factor used to calculate rates for group
subscri bers for each certificate, including the nmethodol ogy and
definitions used to cal cul ate adm nistrative costs for
adm ni strative services only and cost-plus arrangenents, shall be
filed in accordance with section 3752. The definition of a
group, including any clustering principles applied to nongroup
subscribers or small group subscribers for the purpose of group
formation, is subject to the prior approval of the comm ssioner.
The conmm ssioner shall approve, disapprove, or nodify and approve
t he net hodol ogy and definitions of each rating system fornmula,
conmponent, and factor for each certificate subject to the
standard that the resulting rates for group subscribers nust be
determ ned to be equitable, adequate, and not excessive, as
defined in section 3756. |In addition, the conm ssioner may from
time to tinme review the records of the nonprofit health insurer
to determ ne proper application of a rating system fornula,
conmponent, or factor for any group. The nonprofit health insurer
shall refile every 3 years for approval under this subsection of
t he net hodol ogy and definitions of each rating system fornmula,
conmponent, and factor used to calculate rates for group
subscribers, including the methodol ogy and definitions used to

cal cul ate adm nistrative costs for admnistrative services only
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and cost-plus arrangenents. The burden of proof that the
resulting rates to be charged neet these standards is on the
nonprofit health insurer proposing to use the rating system
formul a, conmponent, or factor.

Sec. 3755. (1) A proposed rate shall not take effect unti
filing has been nade with the conm ssioner and approved under
section 3752 or this section, as applicable, except as provided
in subsections (2) and (3).

(2) Upon request by a nonprofit health insurer, the
commi ssioner nay allow rate adjustnents to becone effective
before approval, for federal or state mandated benefit changes.
However, a filing for these adjustnments shall be submtted before
the effective date of the mandated benefit changes. |If the
commi ssi oner di sapproves or nodifies and approves the rates, an
adj ustment shall be made retroactive to the effective date of the
mandat ed benefit changes or additions.

(3) Inplenentation before approval nmay be allowed if the
nonprofit health insurer is participating with 1 or nore
nonprofit health insurers to underwite a group whose enpl oyees
are located in several states. Upon request fromthe
commi ssioner, the nonprofit health insurer shall file with the
commi ssi oner, and the comm ssioner shall exam ne, the financial
arrangenent, formulae, and factors. |If any are determ ned to be
unaccept abl e, the conm ssioner shall take appropriate action

Sec. 3756. (1) Arate is not excessive if the rate is not
unreasonably high relative to the foll ow ng el enents,

individually or collectively: provision for anticipated benefit
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costs; provision for admnistrative expense; provision for cost
transfers, if any; provision for a contribution to or from
surplus that is consistent with the attainnent or maintenance of
uni npai red surplus as required by section 3707; and provision for
adj ustments due to prior experience of groups, as defined in the
group rating system A determnation as to whether a rate is
excessive relative to these elenents, individually or
collectively, shall be based on the follow ng: reasonable
eval uations of recent claimexperience; projected trends in claim
costs; the allocation of adm nistrative expense budgets; and the
present and antici pated uni npaired surplus of the nonprofit
health insurer. To the extent that any of these elenents are
consi dered excessive, the provision in the rates for these
el ements shall be nodified accordingly.

(2) The adm ni strative expense budget of the nonprofit health
i nsurer must be reasonable, as determ ned by the comm ssi oner
after exam nation of material and substantial admnistrative and
acqui sition expense itens.

(3) Arate is equitable if the rate can be conpared to any
other rate offered by the nonprofit health insurer to its
subscri bers, and the observed rate differences can be supported
by differences in anticipated benefit costs, admnistrative
expense cost, differences in risk, or any identified cost
transfer provisions.

(4) Arate is adequate if the rate is not unreasonably | ow
relative to the elenents prescribed in subsection (1),

i ndividually or collectively, based on reasonabl e eval uati ons of
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recent claimexperience, projected trends in claimcosts, the
al l ocation of adm nistrative expense budgets, and the present and
anti ci pated uni npaired surplus of the nonprofit health insurer.

(5) Except for identified cost transfers, each line of
busi ness shall be self-sustaining over tine. However, there may
be cost transfers for the benefit of senior citizens and
i ndi vi dual conversion subscribers. Cost transfers for the
benefit of senior citizens, in the aggregate, annually shall not
exceed 1% of the earned subscription income of the nonprofit
heal th insurer as reported in the nost recent annual statenent of
the nonprofit health insurer. Individual conversion subscribers
are those who have mmi ntai ned coverage with the nonprofit health
insurer on an individual basis after |eaving a subscriber group.

Sec. 3757. Any final order or decision nade, issued, or
executed by the comm ssioner under this part after a hearing held
bef ore the comm ssioner or his or her designee pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328, is subject to review without |eave by the circuit court
for Ingham county as provided in chapter 6 of the adm nistrative
procedures act of 1969, 1969 PA 306, MCL 24. 301 to 24. 306.

Sec. 5104. (1) Subject to the requirenents of this act
applicable to donestic stock insurers, domestic nutual insurers,
reci procals or inter-insurance exchanges, and the further
requirenents of this chapter, 13 or nore persons may organi ze a
stock insurer or 20 or nore persons nay organi ze a nmutual insurer
for the purpose of transacting any or all of the foll ow ng kinds

of insurance: property, marine, inland navigation and
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transportation, casualty, or fidelity and surety, all as defined
in chapter 6. Once organized and authorized, the acquiring
insurer is subject to all applicable provisions of this act.

(2) If the acquiring insurer is a domestic stock insurer
owned by a —nenpretit—healthecare corporationformed pursuant—to
the nonprofit health care corporation reformact, 1980 PA 350,
MoL-550-11061 t6-550-1704— nonprofit health insurer regul ated
under chapter 37, then for insurance products and services the
acquiring insurer under this chapter whether directly or
indirectly shall only transact worker's conpensation insurance
and employer's liability insurance, transact disability insurance
limted to replacenent of |oss of earnings, and act as an
adm ni strative services organi zation for an approved sel f-insured
wor ker's conpensation plan or a disability insurance plan limted
to replacenent of |oss of earnings. This subsection does not
preclude the acquiring insurer fromproviding either directly or
i ndirectly noni nsurance products and services as otherw se
provi ded by | aw.

Sec. 7705. As used in this chapter:

(a) "Account" means either of the 2 accounts created under
section 7706.

(b) "Association" means the Mchigan Iife and health
i nsurance guaranty associ ation created under section 7706.

(c) "Contractual obligation"” neans an obligation under
covered policies.

(d) "Covered policy" neans a policy or contract or

certificate under a group policy or contract, or portion thereof,
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for which coverage is provided under section 7704.

(e) "Health insurance" neans disability insurance as defined
in section 606.

(f) "lnpaired insurer” nmeans a menber insurer considered by
the comm ssioner after May 1, 1982, to be potentially unable to
fulfill the insurer's contractual obligations or is placed under
an order of rehabilitation or conservation by a court of
conpetent jurisdiction. Inpaired insurer does not mean an
i nsol vent insurer.

(g) "Insolvent insurer"” means a nenber insurer —whieh— that
after May 1, 1982, becones insolvent and is placed under an order
of liquidation, by a court of conpetent jurisdiction with a
finding of insolvency.

(h) "Menber insurer"” means a person authorized to transact a
kind of insurance or annuity business in this state for which
coverage is provided under section 7704 and includes an insurer
whose certificate of authority in this state may have been
suspended, revoked, not renewed, or voluntarily w thdrawn.

Menber insurer does not include the foll ow ng:

(i) Afraternal benefit society.

(ii)) A cooperative plan insurer authorized under chapter 64.

(iii) A heal th mai nt enance organi zati on —autherized—o+r
I'icensed under part 210 of the public health code, Act No. 368 of
the—PublH-e—Acts—of 1978 beihg—sections—333-21001 033321098 ot
the—M-echi-gan—Conpited—Laws— regul at ed under chapter 35.

(iv) A mandatory state pooling plan.

(v) A nmutual assessment or any entity that operates on an
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assessnent basis.

(vi) A nonprofit dental care corporation operating under —Aet
No—2125—ef the PublieActs—of 1963 being—seetions—550-351teo
550-373—of the M-echigan—Conpitedtaws— 1963 PA 125, MCL 550. 351
to 550. 373.

(vii) —A—nonprofit—healthcarecorporation—operatingunder
the nonprofit health care corporation reformact, Act No. 350 of
thePubli-e—Acts—of 1980, being—seections—550-1101 to-550-1704of
the—M-echi-gan—Conpited—Laws— A nonprofit health insurer regul ated
under chapter 37.

(viii) An insurance exchange.

(iX) Any entity simlar to the entities described in this
subdi vi si on

(i) "Moody's corporate bond yield average" neans the nonthly
average corporates as published by Mody's investors service,
inc., or a successor to that service.

(j) "Person" neans an individual, corporation, partnershinp,
associ ation, or voluntary organization.

(k) "Prem uns" neans anmounts received in a cal endar year on
covered policies or contracts |ess prem uns, considerations, and
deposits returned and | ess di vi dends and experience credits. The
term "prem uns” does not include an anmount received for a policy
or contract, or a portion of a policy or contract for which
coverage i s not provided under section 7704. However, accessible
prem uns shall not be reduced on account of sections 7704(3)(c)
relating to interest limtations and 7704(4)(b), (c), and (d)

relating to limtations with respect to any 1 individual, any 1
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participant, and any 1 contract holder. Premunms shall not
include a premumin excess of $5,000,000.00 on an unall ocated
annuity contract not issued under a governnental retirenent plan
establ i shed under section 401(k), 403(b), or 457 of the interna
revenue code of 1986. ——26-U-SC—401—403—and 457

() "Resident"” means a person who resides in this state at
the tinme a menber insurer is deternmined to be an inpaired or
i nsol vent insurer and to whom contractual obligations are owed.
A person shall be considered a resident of only 1 state, which in
the case of a person other than a natural person, shall be its
princi pal place of business.

(m "Suppl enental contract” nmeans an agreenent entered into
for the distribution of policy or contract proceeds.

(n) "Unallocated annuity contract”™ neans an annuity contract
or group annuity certificate that is not issued to and owned by
an individual, except to the extent of an annuity benefit
guaranteed to an individual by an insurer under the contract or
certificate. The termshall also include, but not be limted to,
guaranteed i nvestnent contracts, deposit adm nistration
contracts, and contracts qualified under section 403(b) of the
i nternal revenue code of 1986. —26-U-S-C—4063—

Enacting section 1. This anendatory act applies to health
policies, certificates, or contracts issued or renewed on and
after the effective date of this anendatory act.

Enacting section 2. The nonprofit health care corporation

reformact, 1980 PA 350, MCL 550. 1101 to 550.1704, is repeal ed.
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