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ENROLLED SENATE BILL No. 694
AN ACT to amend 1956 PA 218, entitled “An act to revise, consolidate, and classify the laws relating to the

insurance and surety business; to regulate the incorporation or formation of domestic insurance and surety companies
and associations and the admission of foreign and alien companies and associations; to provide their rights, powers, and
immunities and to prescribe the conditions on which companies and associations organized, existing, or authorized under
this act may exercise their powers; to provide the rights, powers, and immunities and to prescribe the conditions on
which other persons, firms, corporations, associations, risk retention groups, and purchasing groups engaged in an
insurance or surety business may exercise their powers; to provide for the imposition of a privilege fee on domestic
insurance companies and associations and the state accident fund; to provide for the imposition of a tax on the business
of foreign and alien companies and associations; to provide for the imposition of a tax on risk retention groups and
purchasing groups; to provide for the imposition of a tax on the business of surplus line agents; to provide for the
imposition of regulatory fees on certain insurers; to modify tort liability arising out of certain accidents; to provide for
limited actions with respect to that modified tort liability and to prescribe certain procedures for maintaining those
actions; to require security for losses arising out of certain accidents; to provide for the continued availability and
affordability of automobile insurance and homeowners insurance in this state and to facilitate the purchase of that
insurance by all residents of this state at fair and reasonable rates; to provide for certain reporting with respect to
insurance and with respect to certain claims against uninsured or self-insured persons; to prescribe duties for certain
state departments and officers with respect to that reporting; to provide for certain assessments; to establish and
continue certain state insurance funds; to modify and clarify the status, rights, powers, duties, and operations of the
nonprofit malpractice insurance fund; to provide for the departmental supervision and regulation of the insurance and
surety business within this state; to provide for regulation over worker’s compensation self-insurers; to provide for the
conservation, rehabilitation, or liquidation of unsound or insolvent insurers; to provide for the protection of
policyholders, claimants, and creditors of unsound or insolvent insurers; to provide for associations of insurers to protect
policyholders and claimants in the event of insurer insolvencies; to prescribe educational requirements for insurance
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agents and solicitors; to provide for the regulation of multiple employer welfare arrangements; to create an automobile
theft prevention authority to reduce the number of automobile thefts in this state; to prescribe the powers and duties
of the automobile theft prevention authority; to provide certain powers and duties upon certain officials, departments,
and authorities of this state; to repeal acts and parts of acts; and to provide penalties for the violation of this act,” by
amending section 2006 (MCL 500.2006).

The People of the State of Michigan enact:

Sec. 2006. (1) A person must pay on a timely basis to its insured, an individual or entity directly entitled to benefits
under its insured’s contract of insurance, or a third party tort claimant the benefits provided under the terms of its
policy, or, in the alternative, the person must pay to its insured, an individual or entity directly entitled to benefits
under its insured’s contract of insurance, or a third party tort claimant 12% interest, as provided in subsection (4), on
claims not paid on a timely basis. Failure to pay claims on a timely basis or to pay interest on claims as provided in
subsection (4) is an unfair trade practice unless the claim is reasonably in dispute.

(2) A person shall not be found to have committed an unfair trade practice under this section if the person is found
liable for a claim pursuant to a judgment rendered by a court of law, 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 writing the materials that constitute a satisfactory proof of loss not later than 30 days
after receipt of a claim unless the claim is settled within the 30 days. If proof of loss is not supplied as to the entire claim,
the amount supported by proof of loss shall be considered paid on a timely basis if paid within 60 days after receipt of
proof of loss by the insurer. Any part of the remainder of the claim that is later supported by proof of loss shall be
considered paid on a timely basis if paid within 60 days after receipt of the proof of loss by the insurer. If the proof of
loss provided by the claimant contains facts that clearly indicate the need for additional medical information by the
insurer in order to determine its liability under a policy of life insurance, the claim shall be considered paid on a timely
basis if paid within 60 days after receipt of necessary medical information by the insurer. Payment of a claim shall not
be untimely during any period in which the insurer is unable to pay the claim when there is no recipient who is legally
able to give a valid release for the payment, or where the insurer is unable to determine who is entitled to receive the
payment, if the insurer has promptly notified the claimant of that inability and has offered in good faith to promptly pay
the claim upon determination of who is entitled to receive the payment.

(4) If benefits are not paid on a timely basis the benefits paid shall bear simple interest from a date 60 days after
satisfactory proof of loss was received by the insurer at the rate of 12% per annum, if the claimant is the insured or an
individual or entity directly entitled to benefits under the insured’s contract of insurance. If the claimant is a third party
tort claimant, then the benefits paid shall bear interest from a date 60 days after satisfactory proof of loss was received
by the insurer at the rate of 12% per annum if the liability of the insurer for the claim is not reasonably in dispute, the
insurer has refused payment in bad faith and the bad faith was determined by a court of law. The interest shall be paid
in addition to and at the time of payment of the loss. If the loss exceeds the limits of insurance coverage available,
interest shall be payable based upon the limits of insurance coverage rather than the amount of the loss. If payment is
offered by the insurer but is rejected by the claimant, and the claimant does not subsequently recover an amount in
excess of the amount offered, interest is not due. Interest paid pursuant to this section shall be offset by any award of
interest that is payable by the insurer pursuant to the award.

(5) If a person contracts to provide benefits and reinsures all or a portion of the risk, the person contracting to
provide benefits 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 claimant under this section where a reinsurer fails to pay benefits
on a timely basis.

(6) If there is any specific inconsistency between this section and sections 3101 to 3177 or the worker’s disability
compensation act of 1969, 1969 PA 317, MCL 418.101 to 418.941, the provisions of this section do not apply. Subsections
(7) to (12) do not apply to an entity regulated under the worker’s disability compensation act of 1969, 1969 PA 317, MCL
418.101 to 418.941.

(7) Subsections (1) to (6) do not apply and subsections (8) to (12) do apply to health plans when paying claims to
health professionals and facilities that are not pharmacies and that do not involve claims arising out of sections 3101 to
3177 or the worker’s disability compensation act of 1969, 1969 PA 317, MCL 418.101 to 418.941.

(8) The commissioner shall establish a timely claims processing and payment procedure to be used by health
professionals and facilities in billing for, and health plans in processing and paying claims for, services rendered. The
commissioner shall consult with the department of community health, health professionals and facilities, and health
plans in establishing this timely payment procedure.

(9) The timely claims processing and payment procedure established by the commissioner under subsection (8) shall
provide for all of the following:
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(a) That a “clean claim”, for the purposes of this section, means a claim that does at a minimum all of the following:

(i) Identifies the health professional or health facility that provided treatment or service, including a matching
identifying number.

(ii) Identifies the patient and health plan subscriber.

(iii) Lists the date and place of service.

(iv) Is for covered services for an eligible individual.

(v) If necessary, substantiates the medical necessity and appropriateness of the care or service provided.

(vi) If prior authorization is required for certain patient care or services, includes the authorization number.

(vii) Includes additional documentation based upon services rendered as reasonably required by the health plan.

(b) A universal system of coding to be used on all claims submitted to health plans. If a universal coding system is
developed by the federal government, it will be used in place of the coding developed pursuant to this section.

(c) That a claim must be transmitted electronically or as otherwise specified by the commissioner and a health plan
must be able to receive a claim transmitted electronically or as otherwise specified by the commissioner.

(d) The number of days after a service was provided within which a health professional and facility must bill a health
plan for the claim. 

(e) That a clean claim must be paid within 45 days after receipt of the claim by the health plan. A clean claim that
is not paid within 45 days shall bear simple interest at a rate of 12% per annum. 

(f) That a health plan must state in writing to the health professional or facility any defect in the claim within 30
days after receipt of the claim. 

(g) That a health professional and a health facility have 30 days after receipt of a notice that a claim or a portion of
a claim is defective within which to correct the defect. The health plan shall pay the claim within 30 days after the defect
is corrected. 

(h) That a health plan must notify the health professional or facility of the defect, if a claim or a portion of a claim is
returned from a health professional or facility under subdivision (g) and remains defective for the original reason or a
new reason. 

(i) That a health plan must report to the commissioner the number of claims that have not been paid within the time
limits prescribed in this section. The report is due on January 1, April 1, July 1, and October 1 of each year. However,
a report is not due during the 6-month period following the effective date of the amendatory act that added this subdivision.

(j) Penalties to be applied to health professionals, health facilities, and health plans for failing to adhere to the timely
claims payment procedure established under subsections (7) to (12).

(k) That if a health plan, health professional, or health facility disagrees with the penalty imposed by the commissioner
or his or her designee under subdivision (j), the commissioner or his or her designee shall proceed to hear the matter
as a contested case under the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.

(l) A system for notifying the licensing entity if a penalty is incurred under subdivision (j).

(m) An external review procedure for adverse determinations of payment. The costs for the external review
established under this subdivision shall be assessed as determined by the commissioner.

(10) If a health plan determines that 1 or more services listed on a claim are payable, the health plan shall pay for
those services and shall not deny the entire claim because 1 or more other services listed on the claim are defective.
This subsection does not apply if a health plan and health professional or health facility have an overriding contractual
reimbursement arrangement.

(11) The commissioner shall report to the senate and house of representatives standing committees on health and
insurance issues by October 1, 2001 on the timely claims processing and payment procedure established under
subsections (7) to (12).

(12) As used in subsections (7) to (11), “health plan” means all of the following:

(a) An insurer providing benefits under an expense-incurred hospital, medical, surgical, vision, or dental policy or
certificate, including any policy or certificate that provides coverage for specific diseases or accidents only, or any
hospital indemnity, medicare supplement, long-term care, disability income, or 1-time limited duration policy or
certificate.

(b) A MEWA regulated under chapter 70 that provides hospital, medical, surgical, vision, dental, and sick care
benefits.

(c) A health maintenance organization licensed or issued a certificate of authority in this state.
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(d) A health care corporation for benefits provided under a certificate issued under the nonprofit health care
corporation reform act, 1980 PA 350, MCL 550.1101 to 550.1704, but not to payments made pursuant to an
administrative services only or cost-plus arrangement.

Enacting section 1. This amendatory act takes effect on January 1, 2001 and applies to all health care claims
submitted for payment on and after January 1, 2001.

This act is ordered to take immediate effect.

Secretary of the Senate.

Clerk of the House of Representatives.

Approved

Governor.


