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Kosteva and Anthony

ENROLLED HOUSE BILL No. 4660

AN ACT to amend section 609 of Act No. 350 of the Public Acts of 1980, entitled “An act to provide for the
incorporation of nonprofit health care corporations; to provide their rights, powers, and immunities; to
prescribe the powers and duties of certain state officers relative to the exercise of those rights, powers, and
immunities; to prescribe certain conditions for the transaction of business by those corporations in this state; to
define the relationship of health care providers to nonprofit health care corporations and to specify their rights,
powers, and immunities with respect thereto; to provide for the regulation and supervision of nonprofit health
care corporations by the commissioner of insurance; to prescribe powers and duties of certain other state
officers with respect to the regulation and supervision of nonprofit health care corporations; to regulate- the
merger or consolidation of certain corporations; to prescribe an expeditious and effective procedure for the
maintenance and conduct of certain administrative appeals relative to provider class plans; to provide for
certain administrative hearings relative to rates for health care benefits; to provide for certain causes of action;
to preseribe penalties and to provide civil fines for violations of this act; and to repeal certain acts and parts of
acts,” being section 550.1609 of the Michigan Compiled Laws.

The People of the State of Michigan enact:

Section 1. Section 609 of Act No. 350 of the Public Acts of 1980, being section 550.1609 of the Michigan
Compiled Laws, is amended to read as follows:

Sec. 609. (1) A rate is not excessive if the rate is not unreasonably high relative to the following elements,
individually or collectively; provision for anticipated benefit costs; provision for administrative expense;
provision for cost transfers, if any; provision for a contribution to or from the corporate contingency reserve that
is consistent with the attainment or maintenance of the target contingency reserve level prescribed in section
205; and provision for adjustments due to prior experience of groups, as defined in the group rating system. A
determination as to whether a rate is excessive relative to the elements listed above, individually or collectively,
shall be based on the following: reasonable evaluations of recent claim experience; projected trends in claim
costs; the allocation of administrative expense budgets; and the present and anticipated contingency reserve
positions of the health care corporation. To the extent that any of these elements are considered excessive, the
provision in the rates for these elements shall be modified accordingly.

(2) The administrative expense budget must be reasonable, as determined by the commissioner after
examination of material and substantial administrative and acquisition expense items.

(3) A rate is equitable if the rate can be compared to any other rate offered by the health care corporation to
its subscribers, and the observed rate differences can be supported by differences in anticipated benefit costs,
administrative expense cost, differences in risk, or any identified cost transfer provisions.
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(4) A rate is adequate if the rate is not unreasonably low relative to the elements prescribed in subsection (1),
individually or collectively, based on reasonable evaluations of recent claim experience, projected trends in
claim costs, the allocation of administrative expense budgets, and the present and anticipated contingency
reserve positions of the health care corporation.

(5) Except for identified cost transfers, each line of business, over time, shall be self-sustaining. However,
there may be cost transfers for the benefit of senior citizens and group conversion subseribers. Cost transfers
for the benefit of senior citizens, in the aggregate, annually shall not exceed 1% of the earned subscription
income of the health care corporation as reported in the most recent annual statement of the corporation. Group
conversion subscribers are those who have maintained coverage with the health care corporation on an
individual basis after leaving a subscriber group. The Michigan caring program created in section 436 is not
subject to any assessment or surcharge for cost transfer under this subsection.

Section 2. This amendatory act shall not take effect unless all of the following bills of the 86th Legislature
are enacted into law:

(a) Senate Bill No. 238.
(b) Senate Bill No. 239.
(c) House Bill No. 4659.

This act is ordered to take immediate effect.

Secretary of the Senate.

Approved

1

Governor.
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