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HOUSE BILL No. 5212

October 2, 1991, Introduced by Reps. Perry Bullard, Hollister,
Emerson, Gubow, Clack, Yokich, DeMars, Varga, Pitoniak, Dobronski, Saunders,
Murphy, Webb, Profit, Kosteva, Leland, Harder, Bennett, Olshove, Jonker,
Jondahl, Brown, Hertel, Joe Young, Jr., Wozniak., Stallworth, Clarke,
Kilpatrick, Wallace and Bennane and referred to the Committee on Public
Health.

A bill to provide for a health plan with universal access;
to provide for certain powers and duties; to provide for certain
powers and duties of certain state offices and agencies; and to
provide for an appropriation.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 1. This act shall be known and may be cited as
"Michicare".

Sec. 3. As used in this act:

(a) "Department™ means the department of public health.

(b) "Global budget™ means an annual budget that includes all
expenses other than capital expenditures.

(c) "Health care facility” means a hospital, nursing home,
county medical care facility, hospice, health maintenance

organization, freestanding surgical outpatient facility, clinical

laboratory, community health center, migrant health center,
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ambulance operation, advanced mobile emergency care service, or
limited advanced mobile emergency care service.

(d) "Health care provider™ means a health care facility and
a person who 1is licensed or otherwise authorized under article 15
of Act No. 368 of the Public Acts of 1978, being sections
333.16101 to 333.18838 of the Michigan Compiled Laws, to provide
health care to individuals.

(e) "Health maintenance organization" means an entity that
delivers health services that are medically indicated to enroll-
ees under the terms of a health maintenance contract, directly or
through contracts with affiliated providers, in exchange for a
fixed sum or per capita payment, without regard to the frequency,
extent, or kind of health services, and that is responsible for
the availability, accessibility, and quality of the health serv-
ices provided.

(f) "Hospice™ means a health care program that provides a
coordinated set of services rendered at home or in outpatient or
institutional settings for individuals suffering from a disease
or condition with a terminal prognosis.

(g) "Hospital™ means a facility offering inpatient, over-
night care, and services for observation, diagnosis, and treat-
ment of an individual with a medical, surgical, obstetric, chron-
ic, or rehabilitative condition requiring the daily direction or
supervision of a physician. The term includes a sanatorium fall-

ing within the definition of "hospital™ in title XVIII.
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(h) "Nurse specialist” means a registered nurse who has
received a specialty certification as a nurse midwife, nurse
anesthetist, or nurse practitioner.

(i) "Participating provider”™ means a health care provider
who signs a participation agreement developed pursuant to
section 7(2)(n) authorizing him or her to receive payment from
the plan by means of a global budget, capitation amounts, or fee
for service, for furnishing covered services to plan members.

(J) "Physician"™ means an individual licensed in this state
to engage in the practice of medicine or osteopathic medicine and
surgery.

(k) "Plan" means the health plan established by this act.

(/) "Resident" means a person domiciled in this state and
who has been domiciled in, this state for not less than 30 days,
except that a newborn domiciled in this state is a resident from
the moment of birth.

(m) "Title XVIII" means title XVIIl of, the social security
act, chapter 531, 49 Stat. 620, .42 U.S.C. 1395 to 1395b, 1395b-2,
1395¢c to 1395ir 1395i-2 to 1395i-4, 1395j to 1395t, 1395u to
1395w-2, 1395W-4 to 1395dd, 1395ff to 1395yy, and 1395bbb to
1395ccc.

(n) "Title XIX" means title XIX of the social security act,
chapter 531, 49 Stat. 620, 42 U.S.C. 1396 to 1396d, 1396f to
13969, and 13961 to 1396s.

Sec. 5. (1) There 1is created within the department a health

plan to provide comprehensive health care coverage to all
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residents of this state, using a unified, publicly funded,
financing mechanism.

(2) Every resident of this state is a member of the plan. A
nonresident of this state who is employed in this state may

choose to become a member by paying the requisite tax under sec-

tion 25.
(3) Membership in the plan does not impinge upon a member"s
right to consent to or to refuse treatment or other services

offered under the plan.

(4) A member in the plan shall have free choice of health
care provider, but neither the member nor the health care pro-
vider shall receive any payment from the plan for services
rendered by a nonparticipating provider.

(5) The plan shall pay for covered services provided to a
plan member in the amounts and subject to the conditions as are
prescribed by rules promulgated under this act. Hospitals, nurs-
ing homes, community health centers, and migrant health centers
shall receive global budgets. Health maintenance organizations
shall be paid on a capitation basis. Other participating provid-
ers shall be directly reimbursed on a fee-for-service basis.

Sec. 7. (1) The department®s goal 1in administering the plan
shall be to provide comprehensive health care coverage for all
plan members within the limits of dedicated revenues available,
to ensure access to covered services for all members, and to
ensure the quality of those services.

(2) The department shall do all of the following:
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(a) Establish policies and procedures for the operation of
the plan and administer the plan.

(b) Develop a budget for the plan, with separate line items
for prevention, services, training, capital expenditures, and
administrative costs.

(c) Develop a schedule of covered services, which shall
include those services listed in section 21. The department
shall hold public hearings as part of this process.

(d) Negotiate with each participating hospital, nursing
home, community health center, and migrant health center an
annual, global budget.

(e) Negotiate with each participating health maintenance
organization a budget based on a capitation basis.

(f) After consultation and negotiation with health care pro-
viders, develop a reimbursement schedule for covered services.

(g) Decide which types of health care providers are eligible
to be participating providers.

(h) Create a plan fund, under department management, to
receive earmarked tax revenues and federal funds, and to pay for
covered services, capital expenditures, administrative costs, and
other costs allowable under this act.

(i) Seek necessary waivers, execute agreements, and comply
with requirements to enable all payments available under title
XVIIL, title XIX, and other federal health programs to be cred-
ited to the plan.

(J) Establish procedures for the handling and accounting of

plan assets and money.
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(k) Develop a system to handle claims in an expeditious
manner to avoid undue delay in participating providers receiving
payment.

(@ Develop and implement a program to publicize the plan®s
existence, the services covered, and how and where to obtain
these services. All printed material shall be in language and 1in
languages that plan members can understand.

(m) Develop interdepartmental agreements with the depart-
ments of social services, mental health, and transportation to
facilitate access to services.

(n) Develop a participation agreement for providers that
includes, but is not limited to, all of the following:

(i) Agreement not to discriminate against plan members on
the basis of race, sex, age, ethnicity, handicap, or income.

(ii) Agreement to honor patients®™ rights.

(iii) Agreement to establish a means for plan members to
gain access to their own medical records.

(o) Establish procedures under which members and providers
may appeal decisions to an impartial body on issues of eligibili-
ty, medical necessity, and reimbursement amount.

(p) Provide an effective system of quality assurance.

(@) Provide a system to ensure the confidentiality of member
identified records.

(r) File an annual report with the governor, the secretary
of the senate, and the clerk of the house of representatives.

The report shall summarize the activities of the plan in the

preceding calendar year, 1including a financial report of money
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received, benefits paid, expenses of administration and other
payments, and data on complaints received about the plan. The
annual report shall be available to the public.

(s) Arrange for an independent, annual audit of plan
operations.

(t) Conduct studies, as necessary, on remaining problems of
access and steps necessary to address those problems; the effi-
cacy of cost containment measures in the plan; the effectiveness
of particular health tests or procedures; provider performance;
the general health of plan members; the effect of the plan on the
need for nursing home care; whether the plan has affected employ-
ment opportunities of plan members; and on any other health plan
related issue. All studies upon their completion shall be avail-
able to the public.

(u) Issue recommendations, as necessary, to the legislature
for changes to this act and other state law, and to congress for
changes 1in federal law, to improve access to health care, ensure
health care quality, and control health care costs.

(v) Promulgate rules pursuant to the administrative proce-
dures act of 1969, Act No. 306 of the Public Acts of 1969, being
sections 24.201 to 24.328 of the Michigan Compiled Laws, as nec-
essary to implement this act.

Sec. 9. (1) The department is authorized to pay for all of
the following out of plan funds:

(a) Member health care claims.

(b) Administrative expenses acquired under the plan.
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(c) Capital expenditures of hospitals, nursing homes,
community health centers, and migrant health centers, that may
include construction, vrenovation, and equipment costs.

(d) Education aimed at health promotion and the prevention
of illness or injury.

(e) Part or all of the education and training expenses of
medical and nursing students and graduates in return for a com-
mitment to practice in medically underserved areas in this
state.

(f) Part or all of the malpractice premiums of participating
providers upon conditions set by the plan.

(2) The plan may provide funds to county health departments
to effect any plan goal.

Sec. 11. (1) The department may hire and supervise staff to
work for the plan, may enter into contracts necessary or proper
to carry out the provisions and purposes of this act, and may
contract for any of the tasks 1in section 7 if such action is cost
effective.

(2) The department may do all of the following:

(a) Enter into contracts with plans in other states for cov-
erage of emergency or urgent care of members while present in
other states, and for coverage of residents of other states while
present 1in this state.

(b) Pay for covered services received by a member in emer-
gency or urgent situations while in another state.

(c) Pay for covered services received by a nonmember in

emergency or urgent situations and seek reimbursement directly
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from the nonmember and through subrogation from a third party
payer.

(d) Make loans to providers for start-up costs of an indi-
vidual or group practice in medically underserved areas in this
state.

(e) Invest plan funds as permitted by law.

Sec. 13. (1) A physician, nurse, specialist, or other eligi-
ble health care provider may become a participating provider by
signing a participation agreement. A participating provider
shall be eligible for reimbursement for covered services provided
to a plan member that are within the scope of authorized practice

of the individual or institution providing the services.

2 The plan shall revoke the right of participation of any

health care provider who loses his or her license or who is con-
victed of health care fraud.

Sec. 15. Each participating hospital, long-term care facil-
ity, community health center, and migrant health center shall
negotiate with the plan for an annual budget based on past per-
formance and projected changes in the number or scope of
services. Requests for payment of capital costs shall be submit-
ted separately through the certificate of need process.

Sec. 17. A participating provider that is not paid on a
capitation basis or by global budget shall submit his or her
accounts for payment of covered services performed for plan mem-
bers directly to the plan for payment and shall look solely to
the plan for payment of services rendered under the plan.

Payment by the plan shall constitute payment in full for the
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service. A participating provider shall not collect from a plan
member any money for a covered service rendered under the plan.

Sec. 19. The department shall design and maintain a system
of processing claims to ensure that providers receive timely pay-
ment in the correct amount for allowable claims with a minimum of
paperwork.

Sec. 21. Covered services shall include at least the fol-
lowing services 1if medically necessary:

(a) Hospital services, including in-patient hospitalization
for the treatment of mental and emotional disorders.

(b) Professional services for health maintenance, preven-
tion, diagnosis and treatment of injuries, 1illnesses, and
conditions. Treatment shall include services for acute care,
rehabilitation, and health maintenance.

(c) Outpatient mental health services.

(d) Community based long-term care, including respite care.

(e) Nursing home services.

() Services of a licensed hospice.

(g) Services of a home health agency.

(h) Services by a licensed ambulance or emergency medical
treatment team.

(1) Dental services.

(J) Prenatal care, well child care, and immunizations.

(k) Rehabilitative services, including physical, occupation-
al, and speech therapy.

{I) Diagnostic tests, including hearing and vision

examinations.
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(m) Prescription drugs.

(n) Blood and blood products, anesthetics, and oxygen.

(0) Orthoses and protheses.

(p) Eyeglasses, hearing aids, and rental or purchase of
durable medical equipment.

(q) Diagnostic X rays and laboratory tests.

Sec. 23. An insurance policy, certificate, or contract that
provides reimbursement on an expense-incurred or indemnity basis
for any service or services covered under the plan shall not be
sold to a plan member.

Sec. 25. The plan shall be funded through a payroll tax on
employers, an income tax on individuals, and federal funds.

Sec. 27. Each year the legislature shall appropriate to the
plan the amount of all earmarked taxes, the amount of all federal
funds for health care anticipated to be received, and additional
funds the legislature shall consider appropriate. The earmarked
taxes and federal funds shall not be appropriated by the state
for other purposes.

Sec. 29. The plan shall begin operation on January 1,

1995.
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