
SENATE BILL No. 591
A p r i l  29, 1993, I n t r o d u c e d  b y  S e n a t o r s  D U N A S K I S S ,  E M M O N S ,  

K O I V I S T O , H O F F M A N ,  S C H W A R Z ,  D E  GROW, F A U S T ,  E H L E R S ,  
B E R R Y M A N  a n d  H O N I G M A N  a n d  r e f e r r e d  t o  t h e  C o m m i t t e e  o n  
H e a l t h  P o l i c y .

A  b i l l  t o  a m e n d  s e c t i o n  5 0 2 a  o f  A c t  No. 3 5 0  o f  t h e  P u b l i c  

Acts of 1980, e n t i t l e d  as a m e n d e d

"The n o n p r o f i t  h e a l t h  care c o r p o r a t i o n  r e f o r m  act," 

as a m e n d e d  by A c t  No. 283 of the P u b l i c  A c t s  of 1988, b e i n g  s e c ­

tion 5 5 0 . 1 5 0 2 a  of the M i c h i g a n  C o m p i l e d  Laws.

T H E  P E O P L E  O F  T H E  S T A T E  O F  M I C H I G A N  ENACT:

J S e c t i o n  1. S e c t i o n  502a of Act No. 350 of the P u b l i c  A c t s

2 of 1980, as a m e n d e d  by Act No. 283 of the P u b l i c  A c t s  of 1988,

3 b e ing s e c t i o n  5 5 0 : 1502a of the M i c h i g a n  C o m p i l e d  Laws, is a m e n d e d

4 to read as follows:

5 Sec. 502a. (1) For the p u r p o s e  of d o i n g  b u s i n e s s  as an

6 o r g a n i z a t i o n  u n d e r  the p r u d e n t  p u r c h a s e r  act, A C T  NO. 233 O F  T H E

7 P U B L I C  A C T S  O F  1984, B E I N G  S E C T I O N S  550.51 T O  55 0 . 6 3  O F  T H E

8 M I C H I G A N  C O M P I L E D  LAWS, a h e a l t h  ca r e  c o r p o r a t i o n  m a y  e n t e r  into

9 p r u d e n t  p u r c h a s e r  a g r e e m e n t s  w i t h  h e a l t h  ca r e  p r o v i d e r s  p u r s u a n t  
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1 to this s e c t i o n  a n d  t h e p r u d e nt p u rc h a s e r a e fc A C T  NO. 233 O F

2 T H E  P U B L I C  A C T S  O F  1984.

3 (2) A  h e a l t h  c a r e  c o r p o r a t i o n  m a y  o f f e r  g r o u p  c o n t r a c t s

4 u n d e r  w h i c h  s u b s c r i b e r s  s h all be required, as a c o n d i t i o n  of cov-

5 erage, to o b t a i n  s e r v i c e s  e x c l u s i v e l y  f r o m  h e a l t h  c a r e  p r o v i d e r s

6 w h o  h a v e  e n t e r e d  in t o  p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

7 (3) A n  i n d i v i d u a l  w h o  is a m e m b e r  of a g r o u p  w h o  is o f f e r e d

8 the o p t i o n  of b e i n g  a s u b s c r i b e r  u nder a c o n t r a c t  p u r s u a n t  to

9 s u b s e c t i o n  (2) s h a l l  a l s o  be o f f e r e d  the o p t i o n  of b e i n g  a sub-

10 s c r i b e r  u n d e r  a c o n t r a c t  p u r s u a n t  to s u b s e c t i o n  (4). T h i s  sub-

t 1 s e c t i o n  s h a l l  o n l y  a p p l y  if the g r o u p  to w h i c h  the i n d i v i d u a l  is

12 a m e m b e r  h a s  25 or m o r e  m e m b e r s  or if the p r o v i d e r  p a n e l  ■ w h i c h

13 T H A T  is p r o v i d i n g  the s e r v i c e s  u nder the c o n t r a c t  is l i m i t e d  by

14 the o r g a n i z a t i o n  to a s p e c i f i c  n u m b e r  p u r s u a n t  to s e c t i o n  3(1) of

15 the p r u d e n t  p u r c h a s e r  act, A C T  NO. 233 O F  T H E  P U B L I C  A C T S  O F

16 1984, B E I N G  S E C T I O N  5 5 0 . 5 3  O F  T H E  M I C H I G A N  C O M P I L E D  LAWS.

17 (4) A  h e a l t h  c a r e  c o r p o r a t i o n  m a y  o f f e r  g r o u p  c o n t r a c t s

18 u n d e r  w h i c h  s u b s c r i b e r s  w h o  e l e c t  to o b t a i n  s e r v i c e s  f r o m  h e a l t h

19 c a r e  p r o v i d e r s  w h o  h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s

20 s h a l l  r e a l i z e  a f i n a n c i a l  a d v a n t a g e  or o t h e r  a d v a n t a g e  b y

21 s e l e c t i n g  aac h T H O S E  p r o v i d e r s .  C o n t r a c t s  o f f e r e d  p u r s u a n t  to

22 th i s  s u b s e c t i o n  s h a l l  not, as a c o n d i t i o n  of c o v e r a g e ,  r e q u i r e

23 s u b s c r i b e r s  to o b t a i n  s e r v i c e s  e x c l u s i v e l y  f r o m  h e a l t h  c a r e  p r o -

24 v i d e r s  w h o  h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

25 (5) A n  i n d i v i d u a l  w h o  is a m e m b e r  of a g r o u p  w h o  is o f f e r e d

26 the o p t i o n  of b e i n g  a s u b s c r i b e r  u n d e r  a c o n t r a c t  p u r s u a n t  to

2
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1 sub s e c t i o n  (2) or (4) shall a l s o  be o f f e r e d  the o p t i o n  of b e i n g  a

2 subscriber u n d e r  a c o n t r a c t  -w h i e h THAT:

3 (a) D o e s  not, as a c o n d i t i o n  of coverage, r e q u i r e  s u b s c r i b -

4 ers to o b t a i n  s e r v i c e s  e x c l u s i v e l y  fr o m  h e a l t h  ca r e  p r o v i d e r s  w h o

5 have e n t e r e d  i n t o  p r u d e n t  p u r c h a s e r  agreements.

g (b) D o e s  not g i v e  a f i n a n c i a l  a d v a n t a g e  or o t h e r  a d v a n t a g e

7 to a s u b s c r i b e r  w h o  e l e c t s  to o b t a i n  s e r v i c e s  f r o m  h e a l t h  c a r e

8 provi d e r s  w h o  h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

9 (6) S u b s e c t i o n  (5) -shall only a p ply A P P L I E S  if the g r o u p

10 to w h i c h  the i n d i v i d u a l  is a m e m b e r  has 25 or m o r e  m e m b e r s  a n d  if

11 the g r o u p  on  fche e f f e c t i v e -d a te e £ this ae e fcio n D E C E M B E R  20,

12 1984 h a d  h e a l t h  c a r e  c o v e r a g e  thro u g h  the g r o u p  s p onsor.

13 (7) A  h e a l t h  c a r e  c o r p o r a t i o n  m a y  o f fer i n d i v i d u a l  c o n t r a c t s

14 under w h i c h  s u b s c r i b e r s  shall be required, as a c o n d i t i o n  of c o v -

15 erage, to o b t a i n  s e r v i c e s  e x c l u s i v e l y  f r o m  h e a l t h  c a r e  p r o v i d e r s

16 who h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s .  A  p e r s o n  to

17 whom s u c h  a c o n t r a c t  is o f f e r e d  shall a l s o  be o f f e r e d  a c o n t r a c t

18 w h i e h THAT:

19 (a) D o e s  not, as a c o n d i t i o n  of coverage, r e q u i r e  s u b s c r i b -

20 ers to o b t a i n  s e r v i c e s  e x c l u s i v e l y  fr o m  h e a l t h  c a r e  p r o v i d e r s  w h o

21 have e n t e r e d  into p r u d e n t  p u r c h a s e r  agreem e n t s .

22 (b) D o e s  not g i v e  a f i n a n c i a l  a d v a n t a g e  or o t h e r  a d v a n t a g e

23 to a s u b s c r i b e r  w h o  el e c t s  to o b t a i n  s e r v i c e s  f r o m  h e a l t h  c a r e

24 p r o v i d e r s  w h o  h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

25 (8) A  h e a l t h  ca r e  c o r p o r a t i o n  m a y  o ffer i n d i v i d u a l  c o n t r a c t s

26 under w h i c h  s u b s c r i b e r s  w h o  elect to o b t a i n  s e r v i c e s  f r o m  h e a l t h

27 care p r o v i d e r s  w h o  ha v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s
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1 s h a l l  r e a l i z e  a f i n a n c i a l  a d v a n t a g e  or o t h e r  a d v a n t a g e  by

2 s e l e c t i n g  suc h - T H O S E  p r o v i d e r s .  C o n t r a c t s  o f f e r e d  p u r s u a n t  to

3 this s u b s e c t i o n  s h a l l  not, as a c o n d i t i o n  of  c o v e r a g e ,  r e q u i r e

4 s u b s c r i b e r s  to o b t a i n  s e r v i c e s  e x c l u s i v e l y  f r o m  h e a l t h  c a r e  p r o -

5 v i d e r s  w h o  h a v e  e n t e r e d  in t o  p r u d e n t  p u r c h a s e r  a g r e e m e n t s .  A

6 p e r s o n  to w h o m  s u c h  a c o n t r a c t  is o f f e r e d  s h a l l  a l s o  be  o f f e r e d  a

7 c o n t r a c t  w h i ch' THAT:

8 (a) D o e s  not, as a c o n d i t i o n  of c o v e r a g e ,  r e q u i r e  s u b s c r i b -

9 ers to o b t a i n  s e r v i c e s  e x c l u s i v e l y  f r o m  h e a l t h  c a r e  p r o v i d e r s  w h o

10 h a v e  e n t e r e d  i n t o  p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

11 (b) D o e s  not g i v e  a f i n a n c i a l  a d v a n t a g e  or o t h e r  a d v a n t a g e

12 to a s u b s c r i b e r  w h o  e l e c t s  to o b t a i n  s e r v i c e s  f r o m  h e a l t h  c a r e

13 p r o v i d e r s  w h o  h a v e  e n t e r e d  into p r u d e n t  p u r c h a s e r  a g r e e m e n t s .

14 (9) A  G R O U P  O R  I N D I V I D U A L  C O N T R A C T  O R  C E R T I F I C A T E  I S S U E D  IN

15 C O N J U N C T I O N  W I T H  A  P R U D E N T  P U R C H A S E R  A G R E E M E N T  C O N C E R N I N G  A  P R E -

16 S C R I P T I O N  O R  D U R A B L E  M E D I C A L  E Q U I P M E N T  P R O G R A M  S H A L L  N O T  P R O V I D E

17 A N  I N C E N T I V E  O R  D I S I N C E N T I V E  T O  U S E  1 P H A R M A C Y  O R  D U R A B L E  M E D I C A L

18 E Q U I P M E N T  P R O V I D E R  W H O  H A S  E N R O L L E D  IN T H E  A G R E E M E N T  O V E R  A N O T H E R

19 P H A R M A C Y  O R  D U R A B L E  M E D I C A L  E Q U I P M E N T  P R O V I D E R  W H O  H A S  E N R O L L E D

20 IN T H E  A G R E E M E N T .  A S  U S E D  IN T H I S  S U B S E C T I O N ,  " D U R A B L E  M E D I C A L

21 E Q U I P M E N T "  M E A N S  E Q U I P M E N T  T H A T  IS P R I M A R I L Y  A N D  C U S T O M A R I L Y  U S E D

22 F O R  M E D I C A L  P U R P O S E S ,  IS I N T E N D E D  F O R  R E P E A T E D  USE, A N D  IS N O T

23 G E N E R A L L Y  U S E F U L  T O  A  P E R S O N  IN T H E  A B S E N C E  O F  I L L N E S S  O R  INJURY.

24 (10) ■(9 ) T h e  r a t e s  c h a r g e d  by a c o r p o r a t i o n  for c o v e r a g e

25 u n d e r  c o n t r a c t s  i s s u e d  u n d e r  this s e c t i o n  s hall not be u n r e a s o n -

26 a b l y  l ower t h a n  w h a t  is n e c e s s a r y  to m e e t  the e x p e n s e s  of the

27 c o r p o r a t i o n  for p r o v i d i n g  this c o v e r a g e  a n d  s h a l l  not h a v e  a n
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t a n t i c o m p e t i t i v e  e f f e c t  or result in p r e d a t o r y  p r i c i n g  in r e l a t i o n

2 to p r u d e n t  p u r c h a s e r  a g r e e m e n t  cover a g e s  o f f e r e d  by o t h e r

3 o r g a n i z a t i o n s .

4 (11) ( 1 0 ) C o n t r a c t s  e n t e r e d  into under this s e c t i o n  s h a l l

5 not be s u b j e c t  to the p r o v i s i o n s  of sec t i o n s  504 to 518.

6 (12) ( 1 H  A  c o r p o r a t i o n  shall not d i s c r i m i n a t e  a g a i n s t  a

7 class of h e a l t h  c a r e  p r o v i d e r s  w h e n  e n t e r i n g  into p r u d e n t  p u r -

8 chaser a g r e e m e n t s  w i t h  h e a l t h  care p r o v i d e r s  for its p r o v i d e r

9 panel. T h i s  s u b s e c t i o n  shall not be c o n s t r u e d  to:

10 (a) P r o h i b i t  the f o r m a t i o n  of a p r o v i d e r  p a n e l  c o n s i s t i n g  of

11 a s i n g l e  c l a s s  of p r o v i d e r s  w h e n  a s e r v i c e  p r o v i d e d  for in the

12 s p e c i f i c a t i o n s  of a p u r c h a s e r  may be l e g a l l y  p r o v i d e d  o n l y  b y  a

13 single c l a s s  of pro v i d e r s .

14 (b) P r o h i b i t  the f o r m a t i o n  of a p r o v i d e r  p a n e l  whi-eh- T H A T

15 c o n f o r m s  to the s p e c i f i c a t i o n s  of a p u r c h a s e r  of the c o v e r a g e

16 a u t h o r i z e d  by this s e c t i o n  so long as the s p e c i f i c a t i o n s  d o  not

17 e x c l u d e  a n y  c l a s s  of h e a l t h  ca r e  p r o v i d e r s  w h o  m a y  l e g a l l y  p e r -

18 form the s e r v i c e s  i n c l u d e d  in the coverage.

19 (c) R e q u i r e  an o r g a n i z a t i o n  w h i c h - T H A T  has u n i f o r m l y

20 a p p l i e d  the s t a n d a r d s  filed p u r s u a n t  to s e c t i o n  3(3) of the p r u -

21 d e nt p u r ch a s er act- A C T  NO. 233 O F  T H E  P U B L I C  A C T S  O F  1984 to

2 2 c o n t r a c t  w i t h  a n y  i n d i v i d u a l  provider.

23 (13) —( + 3 ) - N o t h i n g  in the 1984 a m e n d a t o r y  act that a d d e d

24 this s e c t i o n  s hall a p p l y  to any c o n t r a c t  w h i c h - T H A T  was in

25 e x i s t e n c e  b e f o r e  D e c e m b e r  20, 1984, or the r e n e w a l  of -sueh- T H A T

26 contract.
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