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SB0358, As Passed House, February 18, 1998

HOUSE SUBSTITUTE FOR
SENATE BILL NO. 358

A bill to anmend 1980 PA 350, entitled
"The nonprofit health care corporation reformact,"
by anendi ng sections 211a, 410, and 502 (MCL 550.1211a, 550. 1410,
and 550. 1502), section 21la as added by 1993 PA 127 and section
502 as anended by 1997 PA 184.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 211a. (1) As used in this section:

(a) "Noninsured benefit plan" nmeans a health benefit plan
W t hout coverage by a health care corporation, health naintenance
organi zation, or insurer or the portion of a health benefit plan
W t hout coverage by a health care corporation, health naintenance
organi zation, or insurer that has a specific or aggregate excess
| oss cover age.
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(b) "Process a claint neans the services perforned in
connection with a claimfor benefits including the disbursenent
of benefit anounts.

(2) A health care corporation providing services under sec-
tion 211 shall not do any of the follow ng:

(a) Msrepresent pertinent facts relating to coverage.

(b) Fail to acknow edge pronptly or to act reasonably and
pronptly upon conmmuni cations with respect to a claimfor
benefits.

(c) Fail to adopt and inplenent reasonabl e standards for the
pronpt investigation of a claimfor benefits.

(d) Refuse to process clainms wthout conducting a reasonabl e
i nvestigation based upon the avail able information.

(e) Fail to comrunicate affirmation or denial of coverage of
a claimfor benefits within a reasonable tine after a claimhas
been recei ved.

(f) Fail to attenpt in good faith to pronptly, fairly, and
equitably process a claimfor benefits.

(g) Knowi ngly conpel covered individuals to institute liti-
gation to recover anounts due under a benefit plan or certificate
by offering substantially | ess than the anounts due.

(h) For the purpose of coercing a covered individual to
accept a settlenent or conpromse in a claim informthe covered
i ndi vi dual of a corporation policy of appealing adm nistrative
hearing decisions that are in favor of covered individuals.

(1) Delay the investigation or processing of a claimby

requiring a covered individual, or the provider of services to
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the covered individual, to submt a prelimnary claimand then
requiring subsequent subm ssion of a formal claim seeking solely
the duplication of a verification.

(j) Fail to pronptly provide a reasonabl e expl anation of the
basis for denial or partial denial of a claimfor benefits.

(k) Fail to promptly process a claimwhere liability has
becone reasonably clear under 1 portion of a benefit plan or cer-
tificate in order to influence a settlenment under another portion
of the benefit plan or certificate.

() Refuse to enter into a service contract, or refuse to
provi de services under a service contract because of race, color
creed, marital status, sex, national origin, residence, age,
—handtieap— DI SABI LI TY, or |awful occupation.

(3) A corporation providing services under section 211 in
connection wth a noninsured benefit plan shall not, in order to
i nduce a person to contract or to continue to contract with the
corporation for the provision of services under a service con-
tract or certificate offered by the corporation; to induce a
person to | apse, forfeit, or surrender a certificate or service
contract issued by the corporation; or to induce a person to
secure or termnate coverage with an insurer, health care corpo-
ration, health nmai ntenance organi zation, or other person,
directly or indirectly, do any of the foll ow ng:

(a) Issue or deliver to the person noney or any other val u-

abl e consi derati on.
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(b) Ofer to nmake or make an agreenent relating to a service
contract or certificate other than as plainly expressed in the
service contract or certificate.

(c) Ofer to give or pay, or give or pay, directly or indi-
rectly, a rebate or adjustnent of the rate payable on the service
contract or certificate, or an advantage in the services thereun-
der, except as reflected in the rate and expressly provided in
the service contract or certificate. Readjustnent of the rate
for services provided under the service contract or certificate
may be nmade at the end of a contract or certificate year or con-

tract or certificate period and may be made retroacti ve.

(d) Make, issue, or circulate, or cause to be nmade, issued,
or circulated, an estimate, illustration, circular, or statenent
m srepresenting the terns of a service contract or certificate,

t he advantages provi ded thereunder, or the true nature thereof.

(e) Make a m srepresentation or inconplete conparison,
whet her oral or witten, between service contracts or certifi-
cates of the corporation or between service contracts or certifi-
cates of the corporation and an insurer, hospital service corpo-
ration, health mai ntenance organi zation, or other person.

(4) A corporation providing services under section 211 in
connection with a noninsured benefit plan shall process clains
for benefits on a tinely basis. [If not paid on a tinely basis,
benefits payable to a covered individual shall bear sinple inter-
est froma date 60 days after a satisfactory claimformwas

received by the corporation, at a rate of 12% i nterest per
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annum The interest shall be paid by the noninsured benefit plan
in addition to, and at the tine of paynent of, the claim

(5) A corporation providing services under section 211 in
connection wth a noninsured benefit plan shall specify in wit-
ing the materials that constitute a satisfactory claimform not
| ater than 30 days after receipt of a claim unless the claimis
settled within 30 days. If aclaimformis not supplied as to
the entire claim the anount supported by the claimformshall be
considered to be paid on a tinely basis if paid wthin 60 days
after receipt of the claimformby the corporation.

(6) A corporation providing services under section 211 in
connection wth a noninsured benefit plan shall provide in its
service contract a provision that the person contracting for the
services in connection with a noninsured benefit plan shal
notify each covered individual as to what services are being pro-
vided; the fact that individuals are not insured or are not cov-
ered by a certificate fromthe corporation, or are only partially
insured or are only partially covered by a certificate fromthe
corporation, as the case nay be; which party is liable for pay-
ment of benefits; and of future changes in benefits.

(7) I'f the comm ssioner has probable cause to believe that a
corporation is violating, or has violated subsection (2), indi-
cating a persistent tendency to engage in conduct prohibited by
t hat subsection, or has probable cause to believe that a corpora-
tion is violating, or has violated any other subsection of this
section, he or she shall give witten notice to the corporation,

pursuant to the adm nistrative procedures act, setting forth the
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general nature of the conplaint against the corporation and the
proceedi ngs contenpl ated under this section. Before the issuance
of a notice of hearing, the staff of the insurance bureau respon-
sible for the matters that would be at issue in the hearing shal
give the corporation an opportunity to confer and discuss the
possi bl e conpl ai nt and proceedings in person wwth the comm s-
sioner or a representative of the comm ssioner, and the matter
may be di sposed of summarily upon agreenent of the parties. This
subsection shall not be construed to dimnish the right of a
person to bring an action for damages under this section.

(8) A hearing held pursuant to subsection (7) shall be held
pursuant to the adm nistrative procedures act. If, after the
heari ng, the comm ssioner determ nes that the corporation is vio-
| ating, or has violated subsection (2), indicating a persistent
tendency to engage in conduct prohibited by that subsection, or
has violated or is violating any ot her subsection of this sec-
tion, the conm ssioner shall reduce his or her findings and deci -
sion to witing, and shall issue and cause to be served upon the
corporation a copy of the findings and an order requiring the
corporation to cease and desist fromengaging in the prohibited
activity. |In addition to a cease and desi st order, the conm s-
sioner may order any of the follow ng:

(a) Paynent of a nonetary penalty of not nore than $500. 00
for each violation but not to exceed an aggregate penalty of
$5, 000. 00, unless the corporation knew or reasonably should have
known it was in violation of this section, in which case the

penalty shall not be nore than $2,500.00 for each violation and
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shal | not exceed an aggregate penalty of $25,000.00 for al
violations conmtted in a 6-nonth period.

(b) Suspension or revocation of the corporation's |icense or
certificate of authority if the corporation know ngly and per-
sistently violated this section.

(c) Refund of any overcharges.

(9) A corporation that violates a cease and desi st order of
t he comm ssi oner issued under subsection (8), after notice and an
opportunity for a hearing, and upon order of the comm ssioner,
may be subject to a civil fine of not nore than $10, 000. 00 for
each viol ation

(10) In addition to other renedi es provided by |aw, an
aggrieved covered individual may bring an action for actual none-
tary damages sustained as a result of a violation of this
section. If successful on the nmerits, the covered individual
shal |l be awarded actual nonetary damages or $200. 00, whichever is
greater. |If the corporation shows by a preponderance of the evi-
dence that a violation of this section resulted froma bona fide

error notw t hstandi ng the mai ntenance of procedures reasonably
adapted to avoid the error, the anmount of recovery shall be
limted to actual nonetary damages.

(11) The filing of a petition for review does not stay
enforcement of action pursuant to this section, but the conm s-
sioner may grant, or the appropriate court nmay order, a stay upon
appropriate terns.

(12) The comm ssioner may at any tinme, by order, after

notice and opportunity for hearing, reopen and alter, nodify, or

01873' 97 (H 1)



© 00 N o 0o b~ W DN P

N N NN NNDNRRERRRR R R R R
o o0~ WO NP O © 0N O O WN L O

SB0358, As Passed House, February 18, 1998
Senate Bill No. 358 8

set aside, in whole or in part, an order issued by himor her
under this section, when in his or her opinion conditions of fact
or of |law have so changed as to require that action or if the
public interest shall so require.

Sec. 410. Any certificate issued by a health care corpora-
tion which provides that coverage of a dependent of the sub-
scriber termnates at a specified age shall not termnate with
respect to an unmarried child who is incapable of
—seHsustatntng— SELF- SUSTAI NI NG enpl oynent by reason of nental
retardation or physical —handteap— DI SABILITY, if the foll ow ng
conditions are net:

(a) The child becane i ncapable before 19 years of age and is
chiefly dependent upon the subscriber for support and
mai nt enance.

(b) Before the child turns 19 years of age, or within 31
days thereafter, the subscriber has submtted proof of the
dependent's incapacity to the corporation.

Sec. 502. (1) A health care corporation may enter into par-
ticipating contracts for reinbursenent with professional health
care providers practicing legally in this state for health care
services that the professional health care providers may legally
perform A participating contract may cover all nenbers or may
be a separate and individual contract on a per claimbasis, as
set forth in the provider class plan, if, in entering into a sep-
arate and individual contract on a per claimbasis, the partici-

pating provider certifies to the health care corporation:
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(a) That the provider wll accept paynment fromthe
corporation as paynent in full for services rendered for the
specified claimfor the nenber indicated.

(b) That the provider wll accept paynment fromthe corpora-
tion as paynent in full for all cases involving the procedure
specified, for the duration of the calendar year. As used in
t hi s subdi vision, provider does not include 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 partici-
pate on a claimon the basis of the race, color, creed, marital
status, sex, national origin, residence, age, —hanticap—

DI SABI LI TY, or |awful occupation of the nmenber entitled to health
care benefits.

(2) A contract entered into pursuant to subsection (1) shal
provide that the private provider-patient relationship shall be
mai ntai ned to the extent provided for by law. A health care cor-
poration shall continue to offer a reinbursement arrangenent to
any class of providers with which it has contracted prior to
August 27, 1985 and that continues to neet the standards set by
the corporation for that class of providers.

(3) A health care corporation shall not restrict the nethods
of diagnosis or treatnment of professional health care providers
who treat nmenbers. Except as otherw se provided in section 502a,
each nenber of the health care corporation shall at all tines
have a choice of professional health care providers. This

subsection does not apply to limtations in benefits contained in
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certificates, to the rei nbursenent provisions of a provider
contract or reinbursenent arrangenent, or to standards set by the
corporation for all contracting providers. A health care corpo-
ration may refuse to reinburse a health care provider for health
care services that are overutilized, including those services
rendered, ordered, or prescribed to an extent that is greater

t han reasonably necessary.

(4) A health care corporation may provide to a nenber, upon
request, a list of providers with whomthe corporation contracts,
for the purpose of assisting a nenber in obtaining a type of
health care service. However, except as otherw se provided in
section 502a, an enployee, agent, or officer of the corporation,
or an individual on the board of directors of the corporation,
shall not make recomrendati ons on behalf of the corporation with
respect to the choice of a specific health care provider. Except
as otherwi se provided in section 502a, an enpl oyee, agent, or
of ficer of the corporation, or a person on the board of directors
of the corporation who influences or attenpts to influence a
person in the choice or selection of a specific professional
heal th care provider on behalf of the corporation, is guilty of a
m sdeneanor .

(5) A health care corporation shall provide a synbol of par-
ticipation, which can be publicly displayed, to providers who
participate on all clains for covered health care services

rendered to subscri bers.
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(6) This section does not inpede the | awful operation of, or
| awf ul pronotion of, a health mai ntenance organi zati on owned by a
heal th care corporation

(7) Contracts entered into under this section shall be
subject to the provisions of sections 504 to 518.

(8) A health care corporation shall not deny participation
to a freestandi ng nmedical or surgical outpatient facility on the
basis of ownership if the facility nmeets the reasonabl e standards
set by the health care corporation for simlar facilities, is
i censed under part 208 of the public health code, 1978 PA 368,
MCL 333. 20801 to 333.20821, and conplies with part 222 of the
public health code, 1978 PA 368, MCL 333. 22201 to 333.22260.

(9) Notwi t hstandi ng any other provision of this act, if a
certificate provides for benefits for services that are within
the scope of practice of optonetry, a health care corporation is
not required to provide benefits or reinburse for a practice of
optonetric service unless that service was included in the defi-
nition of practice of optonetry under section 17401 of the public
heal th code, 1978 PA 368, MCL 333.17401, as of My 20, 1992.
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