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SB694, As Passed House, June 7, 2000

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO 694

A bill to anend 1956 PA 218, entitled
"The i nsurance code of 1956, "
by amendi ng secti on 2006 (MCL 500. 2006) .

THE PEOPLE OF THE STATE OF M CH GAN ENACT:

Sec. 2006. (1) A person nust pay on a tinely basis to its
insured, an individual or entity directly entitled to benefits
under its insured s contract of insurance, or a third party tort
cl ai mant the benefits provided under the ternms of its policy, or,
in the alternative, the person nust pay to its insured, an indi-
vidual or entity directly entitled to benefits under its
insured’s contract of insurance, or a third party tort clai mant
12% interest, as provided in subsection (4), on clains not paid
on atinmely basis. Failure to pay clainms on a tinely basis or to
pay interest on clains as provided in subsection (4) is an unfair
trade practice unless the claimis reasonably in dispute.
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(2) A person shall not be found to have conmtted an unfair
trade practice under this section if the person is found |iable
for a claimpursuant to a judgnent rendered by a court of |aw,
and the person pays to its insured, individual or entity directly
entitled to benefits under its insured s contract of insurance,
or third party tort claimant interest as provided in subsection
(4).

(3) An insurer shall specify in witing the materials
—whieh— THAT constitute a satisfactory proof of |oss not |ater
than 30 days after receipt of a claimunless the claimis settled
within the 30 days. |If proof of loss is not supplied as to the
entire claim the anmount supported by proof of |oss shall be
—deerred—to—be— CONSIDERED paid on a tinely basis if paid within
60 days after receipt of proof of loss by the insurer. Any part
of the remainder of the claimthat is |ater supported by proof of
| oss shall be —deermed—to—+be— CONSIDERED paid on a tinely basis if
paid within 60 days after receipt of the proof of |oss by the
insurer. —Where— |IF the proof of |oss provided by the clai mant
contains facts —whitch— THAT clearly indicate the need for addi-
tional nedical information by the insurer in order to determ ne
its liability under a policy of life insurance, the claimshal
be —deened—to—be— CONSI DERED paid on a tinely basis if paid
wi thin 60 days after recei pt of necessary nedical information by
the insurer. Paynent of a claimshall not be untinely during any
period in which the insurer is unable to pay the clai mwhen there
is no recipient who is legally able to give a valid release for
the paynment, or where the insurer is unable to determ ne who is

03024’ 99 (H 1)



© 00 N OO O b W N P

N NN NNMNNMNRRRRRRR R R R
O U N WNPFP O O 0N O O M WN PR O

SB694, As Passed House, June 7, 2000

Senate Bill No. 694 3

entitled to receive the paynent, if the insurer has pronptly
notified the claimant of that inability and has offered i n good
faith to pronptly pay the claimupon determ nation of who is
entitled to receive the paynent.

(4) —WWhen— |F benefits are not paid on a tinely basis the
benefits paid shall bear sinple interest froma date 60 days
after satisfactory proof of |oss was received by the insurer at
the rate of 12% per annum if the claimant is the insured or an
i ndi vidual or entity directly entitled to benefits under the
insured s contract of insurance. —Where— IF the claimant is a
third party tort claimant, then the benefits paid shall bear

interest froma date 60 days after satisfactory proof of |oss was

received by the insurer at the rate of 12% per annumif the
liability of the insurer for the claimis not reasonably in

di spute, —and— the insurer has refused paynent in bad faith —
stehi— AND THE bad faith —having—been— WAS determ ned by a court

of law. The interest shall be paid in addition to and at the
time of paynent of the loss. |If the |loss exceeds the Iimts of
i nsurance coverage available, interest shall be payabl e based
upon the limts of insurance coverage rather than the anount of
the loss. |If paynent is offered by the insurer but is rejected
by the claimant, and the clai mant does not subsequently recover
an anount in excess of the amount offered, interest —shalH— IS
not —be— due. Interest paid pursuant to this section shall be
of fset by any award of interest that is payable by the insurer

pursuant to the award.
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(5) —WwWhere— |F a person contracts to provide benefits and
reinsures all or a portion of the risk, the person contracting to
provi de benefits —shatt—be— IS liable for interest due to an
insured, an individual or entity directly entitled to benefits
under its insured s contract of insurance, or a third party tort
cl ai mant under this section where a reinsurer fails to pay bene-
fits on a tinmely basis.

(6) dnthe—event—of— IF THERE | S any specific inconsistency

418101 to0 418941t of the Compitted—taws—of —1976,— SECTI ONS 3101
TO 3177 OR THE WORKER' S DI SABI LI TY COVPENSATI ON ACT OF 1969, 1969

PA 317, MCL 418.101 TO 418.941, the provisions of this section
—shalH+— DO not apply. SUBSECTIONS (7) TO (12) DO NOT APPLY TO AN
ENTI TY REGULATED UNDER THE WORKER' S DI SABI LI TY COVPENSATI ON ACT
OF 1969, 1969 PA 317, MCL 418. 101 TO 418. 941.

(7) SUBSECTIONS (1) TO (6) DO NOT APPLY AND SUBSECTI ONS ( 8)
TO (12) DO APPLY TO HEALTH PLANS WHEN PAYI NG CLAI M5 TO HEALTH
PROFESSI ONALS AND FACI LI TI ES THAT DO NOT | NVOLVE CLAI M5 ARl SI NG
QUT OF SECTIONS 3101 TO 3177 OR THE WORKER S DI SABI LI TY COVPENSA-
TION ACT OF 1969, 1969 PA 317, MCL 418.101 TO 418.941.

(8) THE COW SSI ONER SHALL ESTABLI SH A TI MELY CLAI M5 PRO
CESSI NG AND PAYMENT PROCEDURE TO BE USED BY HEALTH PROFESSI ONALS
AND FACILITIES I N BI LLI NG FOR, AND HEALTH PLANS | N PROCESSI NG AND
PAYI NG CLAI M5 FOR, SERVI CES RENDERED. THE COWM SSI ONER SHALL

03024’ 99 (H 1)



© 0O N OO O A W N P

N N RN NN R R R R R B R R R
A W N RFP O © 0N O 0O M W N L O

SB694, As Passed House, June 7, 2000

Senate Bill No. 694 5

CONSULT W TH THE DEPARTMENT OF COVMUNI TY HEALTH, HEALTH
PROFESSI ONALS AND FACI LI TIES, AND HEALTH PLANS | N ESTABLI SH NG
THI' S TI MELY PAYMENT PROCEDURE.

(9) THE TI MELY CLAI M5 PROCESSI NG AND PAYMENT PROCEDURE
ESTABLI SHED BY THE COVMM SSI ONER UNDER SUBSECTI ON (8) SHALL PRO
VI DE FOR ALL OF THE FOLLOW NG

(A) THAT A "CLEAN CLAIM', FOR THE PURPOSES OF THI S SECTI ON,
MEANS A CLAI M THAT DOES AT A M NIMUM ALL OF THE FOLLOW NG

(1) | DENTI FI ES THE HEALTH PROFESSI ONAL OR HEALTH FACI LI TY
THAT PROVI DED TREATMENT OR SERVI CE, | NCLUDI NG A MATCHI NG | DENTI -
FYI NG NUMBER.

(i) | DENTI FI ES THE PATI ENT AND HEALTH PLAN SUBSCRI BER

(i) LI STS THE DATE AND PLACE OF SERVI CE.

(iv) IS FOR COVERED SERVI CES FOR AN ELI G BLE | NDI VI DUAL.

(v) I F NECESSARY, SUBSTANTI ATES THE MEDI CAL NECESSI TY AND
APPROPRI ATENESS OF THE CARE OR SERVI CE PROVI DED.

(vi) I'F PRI OR AUTHORI ZATI ON | S REQUI RED FOR CERTAI N PATI ENT
CARE OR SERVI CES, | NCLUDES THE AUTHORI ZATI ON NUMBER.

(vii) 1 NCLUDES ADDI TI ONAL DOCUVMENTATI ON BASED UPON SERVI CES
RENDERED AS REASONABLY REQUI RED BY THE HEALTH PLAN.

(B) A UNI VERSAL SYSTEM OF CODI NG TO BE USED ON ALL CLAI V5
SUBM TTED TO HEALTH PLANS. | F A UNI VERSAL CCDI NG SYSTEM | S
DEVELOPED BY THE FEDERAL GOVERNMENT, |T WLL BE USED I N PLACE CF
THE CODI NG DEVELOPED PURSUANT TO THI S SECTI ON.
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(C© THAT A CLAIM MUST BE TRANSM TTED ELECTRONI CALLY OR AS
OTHERW SE SPECI FI ED BY THE COVMM SSI ONER AND A HEALTH PLAN MUST BE
ABLE TO RECEI VE A CLAIM TRANSM TTED ELECTRONI CALLY OR AS OTHER-
W SE SPECI FI ED BY THE COWM SSI ONER.

(D) THE NUMBER OF DAYS AFTER A SERVI CE WAS PROVI DED W THI N
VWH CH A HEALTH PROFESSI ONAL AND FACI LI TY MUST BI LL A HEALTH PLAN
FOR THE CLAIM

(E) EXCEPT AS OTHERW SE PROVIDED IN THI'S SUBDI VI SI ON, THAT A
CLEAN CLAI M MUST BE PAID WTHI N 45 DAYS AFTER RECElI PT OF THE
CLAI M BY THE HEALTH PLAN. FOR A PHARVACEUTI CAL CLEAN CLAIM THE
CLEAN CLAI M MUST BE PAID WTHI N THE | NDUSTRY STANDARD TI ME FRAME
FOR PAYI NG THE CLAIM AS OF THE EFFECTI VE DATE OF THI S SUBDI VI SI ON
OR WTHI N 45 DAYS AFTER RECEI PT OF THE CLAI M BY THE HEALTH PLAN,
VWH CHEVER | S SOONER. A CLEAN CLAIM THAT IS NOT PAID WTHIN THI S
TI ME FRAME SHALL BEAR SI MPLE | NTEREST AT A RATE OF 12% PER
ANNUM

(F) THAT A HEALTH PLAN MUST STATE IN WRI TI NG TO THE HEALTH
PROFESSI ONAL OR FACI LI TY ANY DEFECT IN THE CLAIM W TH N 30 DAYS
AFTER RECEI PT OF THE CLAIM

(G THAT A HEALTH PROFESSI ONAL AND A HEALTH FACI LI TY HAVE 30
DAYS AFTER RECEI PT OF A NOTI CE THAT A CLAIM OR A PORTION CF A
CLAIM IS DEFECTIVE WTH N WH CH TO CORRECT THE DEFECT. THE
HEALTH PLAN SHALL PAY THE CLAIM W THI N 30 DAYS AFTER THE DEFECT
I S CORRECTED.

(H THAT A HEALTH PLAN MUST NOTI FY THE HEALTH PROFESSI ONAL
OR FACILITY OF THE DEFECT, IF A CLAIMOR A POCRTION OF A CLAIM I S
RETURNED FROM A HEALTH PROFESSI ONAL OR FACI LI TY UNDER SUBDI VI SI ON

03024’ 99 (H 1)



© 00 N OO O b W N P

N NN NDNDNDMNNMNNRRRPRRRR R R R R
N~ O 00N WDNER O © 0 ~NO 0O M WNDNPRLR O

SB694, As Passed House, June 7, 2000

Senate Bill No. 694 7
(G AND REMAI NS DEFECTI VE FOR THE ORI G NAL REASON OR A NEW
REASON.

(1) THAT A HEALTH PLAN MUST REPORT TO THE COWM SSI ONER THE
NUVMBER OF CLAI M5 THAT HAVE NOT BEEN PAID WTHIN THE TIME LIM TS
PRESCRIBED IN THIS SECTION. THE REPORT | S DUE ON JANUARY 1,
APRIL 1, JULY 1, AND OCTOBER 1 OF EACH YEAR. HOWNEVER, A REPORT
'S NOT DUE DURI NG THE 6- MONTH PERI OD FOLLOW NG THE EFFECTI VE DATE
OF THE AMENDATORY ACT THAT ADDED THI S SUBDI VI SI ON.

(J) PENALTIES TO BE APPLI ED TO HEALTH PROFESSI ONALS, HEALTH
FACI LI TIES, AND HEALTH PLANS FOR FAI LI NG TO ADHERE TO THE TI MELY
CLAI M5 PAYMENT PROCEDURE ESTABLI SHED UNDER SUBSECTIONS (7) TO
(12).

(K) THAT IF A HEALTH PLAN, HEALTH PROFESSI ONAL, OR HEALTH
FACI LI TY DI SAGREES W TH THE PENALTY | MPOSED BY THE COWMM SSI ONER
OR H'S OR HER DESI GNEE UNDER SUBDI VI SION (J), THE COW SSI ONER OR
H S OR HER DESI GNEE SHALL PROCEED TO HEAR THE MATTER AS A CON-
TESTED CASE UNDER THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24. 328.

(1) A SYSTEM FOR NOTI FYI NG THE LI CENSI NG ENTI TY | F A PENALTY
I'S 1 NCURRED UNDER SUBDI VI SI ON (J).

(M AN EXTERNAL REVI EW PROCEDURE FOR ADVERSE DETERM NATI ONS
OF PAYMENT. THE COSTS FOR THE EXTERNAL REVI EW ESTABLI SHED UNDER
THI S SUBDI VI SI ON SHALL BE ASSESSED AS DETERM NED BY THE
COW SSI ONER.

(10) IF A HEALTH PLAN DETERM NES THAT 1 OR MORE SERVI CES
LI STED ON A CLAI M ARE PAYABLE, THE HEALTH PLAN SHALL PAY FOR
THOSE SERVI CES AND SHALL NOT DENY THE ENTI RE CLAI M BECAUSE 1 OR
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1 MORE OTHER SERVI CES LI STED ON THE CLAI M ARE DEFECTIVE. THI'S
SUBSECTI ON DOES NOT APPLY | F A HEALTH PLAN AND HEALTH PROFES-
SI ONAL OR HEALTH FACI LI TY HAVE AN OVERRI DI NG CONTRACTUAL REI Mt
BURSENMENT ARRANGEMENT.
(11) THE COWM SSI ONER SHALL REPORT TO THE SENATE AND HOUSE
OF REPRESENTATI VES STANDI NG COVMM TTEES ON HEALTH AND | NSURANCE
| SSUES BY OCTOBER 1, 2001 ON THE TI MELY CLAI M5 PROCESSI NG AND
PAYMENT PROCEDURE ESTABLI SHED UNDER SUBSECTIONS (7) TO (12).
(12) AS USED I N SUBSECTIONS (7) TO (11), "HEALTH PLAN' MEANS
ALL OF THE FOLLOW NG
(A AN | NSURER PROVI DI NG BENEFI TS UNDER AN EXPENSE- | NCURRED
HOSPI TAL, MEDI CAL, SURGA CAL, VI SION, OR DENTAL POLI CY OR CERTI FI -
CATE [ AND PURSUANT TO A DI RECT CONTRACT BETWEEN AN | NSURER AND A
HEALTH PROFESSI ONAL OR HEALTH FACI LI TY], I'NCLUDI NG ANY PQOLI CY OR
CERTI FI CATE THAT PROVI DES COVERAGE
14 FOR SPECI FI C DI SEASES OR ACCI DENTS ONLY, OR ANY HOSPI TAL | NDEMNI -
15 TY, NEDI CARE SUPPLEMENT, LONG TERM CARE, DI SABILITY | NCOVE, OR
16 1-TIME LI M TED DURATI ON POLI CY OR CERTI FEl CATE BUT NOT | NCLUDI NG
AN INSURER W TH RESPECT TO A POLI CY OR CERTI FI CATE FOR AN EMPLOYER
THAT HAS A SELF- FUNDED HEALTH CARE BENEFI T PLAN] .
17 (B) A MEWA REGULATED UNDER CHAPTER 70 THAT PROVI DES HOSPI -
18 TAL, MEDI CAL SURG CAL VI SI ON DENTAL, AND S| CK CARE BENEFI TS
BUT NOT | NCLUDI A MEWA THAT HAS AN EMPLOYER MEMBER W TH A SELF-
UNDED HEALTH CARE BENEFI T PLAN] .
19 (C A HEALTH MAI NTENANCE ORGANI ZATI ON LI CENSED OR | SSUED A
20 CERTI FI CATE OF AUTHORI TY IN TH S STATE BUT NOT | NCLUDI NG A HEALTH
MVAI NTENANCE ORGANI ZATI ON W TH RESPECT TO A CONTRACT FOR AN EMPLOYER
THAT HAS A SELF- FUNDED HEALTH CARE BENEFI T PLAN] .
21 (D) A HEALTH CARE CORPORATI ON FOR BENEFI TS PROVI DED UNDER A
22 CERTI FI CATE | SSUED UNDER THE NONPROFI T HEALTH CARE CORPORATI ON
23 REFORM ACT, 1980 PA 350 MCL 550. 1101 TO 550. 1704 BUT NOT
| NCLUDI NG A HEALTH CARE COR ORATI ON W TH RESPECT TO A CERTI FI CATE
FOR AN EMPLOYER THAT HAS A SELF- FUNDED HEALTH CARE BENEFI T PLAN AND
NOT TO PAYNMENTS MADE PURSUANT TO AN ADM NI STRATI VE SERVI CES ONLY OR
COST- PLUS ARRANGEMENT] .

24 Enacting section 1. This anmendatory act takes effect on
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25 January 1, 2001 and applies to all health care clains submtted
26 for paynent on and after January 1, 2001.
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