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SENATE BILL No. 930

January 25, 2000, Introduced by Senators BY RUM, EMERSON and A. SMITH and referred
to the Committee on Health Policy.

A bill to anend 1956 PA 218, entitled
"The insurance code of 1956, "
by anmending the title and section 2006 (MCL 500.2006), the title
as anmended by 1998 PA 457, and by addi ng section 2006a.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
TI TLE

An act to revise, consolidate, and classify the |aws rel at-

ing to the insurance and surety business; to regulate the incor-

poration or formation of donestic insurance and surety conpanies

and associ ations and the adm ssion of foreign and alien conpanies

and associations; to provide their rights, powers, and inmunities

and to prescribe the conditions on which conpani es and associ a-
tions organi zed, 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
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persons, firms, corporations, associations, risk retention
groups, and purchasi ng groups engaged in an insurance or surety
busi ness nay exercise their powers; to provide for the inposition
of a privilege fee on donestic insurance conpani es and associ a-
tions and the state accident fund; to provide for the inposition
of a tax on the business of foreign and alien conpani es and asso-
ciations; to provide for the inposition of a tax on risk reten-
tion groups and purchasing groups; to provide for the inposition
of a tax on the business of surplus |ine agents; to provide for
the inmposition of regulatory fees on certain insurers; to nodify
tort liability arising out of certain accidents; to provide for
limted actions with respect to that nodified tort liability and
to prescribe certain procedures for maintaining those actions; to
require security for |losses arising out of certain accidents; to
provi de for the continued availability and affordability of auto-
nobi | e i nsurance and honeowners 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
cl ai ms agai nst uninsured or self-insured persons; to prescribe
duties for certain state departnments and officers with respect to
that reporting;, to provide for certain assessnents; to establish
and continue certain state insurance funds; to nodify and clarify
the status, rights, powers, duties, and operations of the non-
profit mal practice insurance fund; to provide for the departnen-
tal supervision and regul ation of the insurance and surety

business within this state; to provide for regulation over
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wor ker’ s conpensation self-insurers; TO PROVI DE FOR CERTAI N
REGULATI ON OVER QUALI FI ED HEALTH PLANS; to provide for the con-
servation, rehabilitation, or l|iquidation of unsound or insolvent
insurers; to provide for the protection of policyholders, claim
ants, and creditors of unsound or insolvent insurers; to provide
for associations of insurers to protect policyholders and claim
ants in the event of insurer insolvencies; to prescribe educa-
tional requirenments for insurance agents and solicitors; to pro-
vide for the regulation of nmultiple enployer welfare arrange-
nments; to create an autonobile theft prevention authority to
reduce the nunber of autonobile thefts in this state; to pre-
scribe the powers and duties of the autonobile theft prevention
authority; to provide certain powers and duties upon certain
officials, departnents, and authorities of this state; to repeal
acts and parts of acts; and to provide penalties for the viola-
tion of this act.

Sec. 2006. (1) A person nust pay on a tinely basis to its
i nsured, 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 terns 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 nant
12% interest, as provided in subsection (4), on clains not paid
on atinmely basis. Failure to pay clains 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 commtted 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
—whteh— 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 anount supported by proof of |oss —shatt—be
deerred—to—be— | S CONSI DERED 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 —shatt—bedeermed—to—be— | S CONSI DERED 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 clainmant
contains facts —whiech— THAT clearly indicate the need for addi-
tional medical information by the insurer in order to determ ne
its liability under a policy of life insurance, the claim-—shatt
be—deered—to—be— IS CONSIDERED paid on a tinely basis if paid
within 60 days after recei pt of necessary nedical informtion 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 rel ease for

t he paynent, or where the insurer is unable to determ ne who is
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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) —WWen— IF 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 ndividual or entity directly entitled to benefits under the
insured’ s contract of insurance. —Where— IF the claimant is a

third party tort clainmant, 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 —
stteh— 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 paynment of the loss. |If the |oss exceeds the [imts of
i nsurance coverage avail able, 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 clainmant, and the clai nant does not subsequently recover
an anmount in excess of the anount offered, interest —shatH— 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) —WWere— |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 |iable for interest due to an
i nsured, 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 tinely basis.

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

418-101t0 418941 of theConpitedtaws—of—19706,— 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
—shat+— DO not apply.

(7) THI'S SECTI ON DOES NOT APPLY TO ANY OF THE FOLLOW NG

(A) BENEFI TS PROVI DED UNDER AN EXPENSE- | NCURRED HOSPI TAL,
MEDI CAL, OR SURG CAL POLI CY OR CERTI FI CATE, | NCLUDI NG ANY PCLI CY
OR CERTI FI CATE THAT PROVI DES COVERAGE FOR SPECI FI C DI SEASES OR
ACCI DENTS ONLY, OR ANY HOSPI TAL | NDEMNI TY, MEDI CARE SUPPLEMENT,
LONG TERM CARE, DI SABI LI TY I NCOVE, OR 1-TIME LI M TED DURATI ON
POLI CY OR CERTI FI CATE.

(B) HOSPI TAL, MEDI CAL, SURG CAL, VI SION, DENTAL, AND SI CK
CARE BENEFI TS PROVI DED BY A MEWA REGULATED UNDER CHAPTER 70.

SEC. 2006A. (1) NOTW THSTANDI NG ANY OTHER PROVI SION OF THI S
ACT, THI' S SECTI ON APPLI ES TO ALL OF THE FOLLOW NG
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(A) BENEFI TS PROVI DED UNDER AN EXPENSE- | NCURRED HOSPI TAL,
MEDI CAL OR SURA CAL PCLI CY OR CERTI FI CATE, | NCLUDI NG ANY PQOLI CY
OR CERTI FI CATE THAT PROVI DES COVERAGE FOR SPECI FI C DI SEASES OR
ACCI DENTS ONLY, OR ANY HOSPI TAL | NDEMNI TY, MEDI CARE SUPPLEMENT,
LONG TERM CARE, DI SABI LI TY I NCOVE, OR 1-TIME LI M TED DURATI ON
PCOLI CY OR CERTI FI CATE.

(B) HOSPI TAL, MEDI CAL, SURG CAL, VI SION, DENTAL, AND SICK
CARE BENEFI TS PROVI DED BY A MEWA REGULATED UNDER CHAPTER 70.

(© BENEFI TS PROVI DED UNDER A HEALTH MAI NTENANCE ORGANI ZA-
TI ON CONTRACT.

(D) BENEFI TS PROVI DED UNDER A HEALTH CARE CORPORATI ON
CERTI FI CATE.

(E) BENEFI TS PROVI DED UNDER A QUALI FI ED HEALTH PLAN.

(2) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (4), AN
| NSURER SHALL PAY I N FULL THE CLAI M PAYMENT AMOUNT FOR A HEALTH
CARE CLAIM OR ANY UNDI SPUTED PART OF A HEALTH CARE CLAIM AS
FOLLOWG:

(A) WTHI N 30 DAYS FOLLOW NG RECEI PT OF A CLEAN CLAI M BY
ELECTRONI C TRANSM SSI ON.

(B) WTHI N 45 DAYS FOLLOW NG RECEI PT OF A CLEAN CLAI M BY
HARD COPY.

(3) A HEALTH CARE CLAI M SHALL BE CONSI DERED A CLEAN CLAI M
UNLESS AN | NSURER, W TH N 30 DAYS FOLLOW NG RECEI PT OF A CLAI M BY
ELECTRONI C TRANSM SSI ON OR W THI N 45 DAYS FOLLOW NG RECEI PT OF A
CLAI M BY HARD COPY, REQUESTS IN WRI TI NG FROM THE CLAI MANT ALL
ADDI TI ONAL | NFORMATI ON, | F ANY, REASONABLY NEEDED TO DETERM NE
LI ABILITY TO PAY THE HEALTH CARE CLAIM  UPON THE | NSURER S
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RECEI PT OF ALL ADDI TI ONAL REQUESTED | NFORVATI ON, THE HEALTH CARE
CLAIM SHALL BE CONSI DERED A CLEAN CLAIM AN | NSURER THAT
REQUESTS ADDI Tl ONAL | NFORVATI ON THAT |I'S NOT REASONABLY NEEDED TO
DETERM NE LI ABI LI TY TO PAY A HEALTH CARE CLAIM | S LI ABLE FOR THE
PAYMENT OF | NTEREST AS PROVI DED I N SUBSECTI ON ( 8).

(4) AN I NSURER SHALL PAY A CLEAN CLAIM W THI N THE APPLI CABLE
30- AND 45- DAY Tl ME PERI ODS PRESCRI BED | N SUBSECTI ON (2) (A) AND
(B) UNLESS THE | NSURER REASONABLY DI SPUTES | TS OBLI GATI ON TO PAY
THE CLEAN CLAIM I N WHOLE OR I N PART, BASED ON 1 OR MORE OF THE
FOLLOW NG GROUNDS:

(A) THE ELIG BILITY OF A PERSON FOR COVERAGE.

(B) THE LI ABILITY OF ANOTHER | NSURER OR PERSON FOR ALL OR
PART OF THE CLAIM

(© THE AMOUNT OF THE CLAIM

(D) THE COVERED BENEFI TS.

(E) THE MANNER I N WHI CH SERVI CES WERE ACCESSED OR PROVI DED.

(F) THAT THE CLAIM WAS SUBM TTED FRAUDULENTLY SO LONG AS
THERE IS A REASONABLE BASI S SUPPORTED BY SPECI FI C | NFORVATI ON
AVAI LABLE FOR REVI EW BY THE COWM SSI ONER TO SUPPORT THI S BELI EF.

(5) FOLLOW NG RECEI PT OF A CLEAN CLAIM AND W THI N THE APPLI -
CABLE 30- AND 45- DAY TI ME PERI ODS PRESCRI BED | N SUBSECTI ON (2) (A)
AND (B), AN I NSURER THAT DI SPUTES | TS OBLI GATI ON TO PAY A CLEAN
CLAIM I N WHOLE OR I N PART, SHALL NOTI FY THE CLAI MANT | N VRI Tl NG
THAT I T I'S NOT OBLI GATED TO PAY SOVE OR ALL OF THE CLAI M STATI NG
W TH SPECI FI CI TY ALL REASONS WHY | T IS NOT' LI ABLE. AN | NSURER
THAT VI OLATES SUBSECTI ON (4) OR UNREASONABLY DI SPUTES LI ABILITY
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TO PAY A CLAIM IS LI ABLE FOR THE PAYMENT OF | NTEREST AS PROVI DED
I N SUBSECTI ON (8) .

(6) EACH HEALTH CARE CLAI M PROCESSED I N VI OLATI ON OF THI S
SECTI ON CONSTI TUTES A SEPARATE VI OLATI ON AND |'S AN UNFAI R TRADE
PRACTICE. AN | NSURER | S RESPONSI BLE TO ENSURE THAT ANY PERSON
THAT PROCESSES HEALTH CARE CLAIMS ON | TS BEHALF COWPLIES W TH
TH 'S SECTI ON.

(7) |F, AFTER OPPORTUNI TY FOR A HEARI NG HELD PURSUANT TO THE
ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO
24.328, THE COWM SS| ONER DETERM NES THAT AN | NSURER HAS VI OLATED
THI 'S SECTI ON, THE COWM SSI ONER SHALL REDUCE HI'S OR HER FI NDI NGS
AND DECI S| ON TO VR TI NG AND SHALL | SSUE AND CAUSE TO BE SERVED
UPON THE | NSURER A COPY OF THE FI NDI NGS AND AN ORDER REQUI RI NG
THE | NSURER TO CEASE AND DESI ST FROM VI OLATI NG THI S SECTI ON AND
SHALL ORDER PAYMENT OF A MONETARY PENALTY OF $5, 000. 00 FOR EACH
VIOLATION. | F AN | NSURER KNOW NGLY AND REPEATEDLY VI OLATES THI S
SECTI ON, THE COWM SSI ONER MAY ORDER THE SUSPENSI ON OR REVOCATI ON
OF THE | NSURER S CERTI FI CATE OF AUTHORI TY OR LI CENSE.

(8) AN I NSURER THAT VI OLATES THI S SECTI ON SHALL PAY THE
CLAI MANT | NTEREST ON THE CLAI M PAYMENT AMOUNT COVPUTED AT THE
RATE OF 18% PER ANNUM FROM THE DATE ON WHI CH THE CLAI M PAYMENT
AMOUNT WAS REQUI RED TO BE PAI D UNTIL THE DATE ON WHI CH THE CLAI M
PAYMENT AMOUNT |'S PAID IN FULL. | NTEREST SHALL BE PAI D AT THE
TIME THE CLAI M PAYMENT AMOUNT |'S PAID I N FULL.

(9) A POLI CYHOLDER, COVERED PERSON, OR CLAI MANT MAY BRI NG A
ClVIL ACTI ON AGAI NST AN | NSURER TO RECOVER THE CLAI M PAYNENT
AMOUNT AND | NTEREST PAYABLE UNDER SUBSECTI ON (8), TOGETHER W TH
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ACTUAL ATTORNEY FEES AND LI TI GATI ON EXPENSES AND COSTS. THI' S
SUBSECTI ON DOES NOT ABROGATE OR | MPAI R ANY OTHER LEGAL OR EQUI TA-
BLE ACTION, CLAIM OR REMEDY THAT A POLI CYHOLDER, COVERED PERSON,
OR CLAI MANT MAY HAVE AGAI NST AN | NSURER.

(10) I'F AN I NSURER CONTRACTS TO PROVI DE BENEFI TS AND REI N-
SURES ALL OR A PORTION OF THE RI SK, THE INSURER | S LI ABLE FOR
| NTEREST DUE TO A CLAI MANT UNDER THI S SECTION I F A RElI NSURER
FAI LS TO PAY BENEFI TS ON A TI MELY BASI S.

(11) A HEALTH CARE PROVI DER WHOSE MEMBERSHI P ON ANY PROVI DER
PANEL |'S TERM NATED SHALL BE PROVI DED W TH A VWRI TTEN EXPLANATI ON
OF ALL REASONS FOR THE TERM NATI ON. THE PERSON VWHO MAI NTAI' NS THE
PANEL SHALL FURNI SH THE EXPLANATI ON TO THE HEALTH CARE PROVI DER
VWHEN THE HEALTH CARE PROVIDER I'S G VEN NOTI CE OF TERM NATI ON.

(12) A PERSON SHALL NOT TERM NATE THE PARTI Cl PATI ON OF A
HEALTH CARE PROVI DER ON ANY PROVI DER PANEL, OR OTHERW SE DI SCRI M
| NATE AGAI NST A HEALTH CARE PROVI DER, BECAUSE THE HEALTH CARE
PROVI DER CLAI M5 THAT A PERSON HAS VI OLATED THI S SECTION. A
HEALTH CARE PROVI DER WHO ALLEGES A VI OLATI ON OF THI S SUBSECTI ON
MAY BRING A CIVIL ACTI ON FOR APPROPRI ATE | NJUNCTI VE RELI EF, DAM
AGES, OR BOTH, TOGETHER W TH ACTUAL ATTORNEY FEES AND LI TI GATI ON
EXPENSES AND COSTS.

(13) EACH I NSURER SHALL RECEI VE AND PROCESS THOSE CLAI M5
THAT ARE TRANSM TTED ELECTRONI CALLY.

(14) FOR PURPOSES OF THI S SECTI ON:

(A) "CLAI M PAYMENT AMOUNT" MEANS THE AMOUNT THAT AN | NSURER
IS LI ABLE TO PAY ON A HEALTH CARE CLAIM

04298 99 **



© 00 N oo o B~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

11

(B) "CLAI MANT" MEANS A PERSON WHO SUBM TS A HEALTH CARE
CLAIM TO AN | NSURER, | NCLUDI NG A POLI CYHOLDER, COVERED PERSQON, OR
HEALTH CARE PROVI DER.

(© "CLEAN CLAIM' MEANS A HEALTH CARE CLAI M THAT CAN BE PRO-
CESSED I N ACCORDANCE W TH AN | NSURER S REASONABLE PROCEDURES
W THOUT THE OBTAI NI NG OF ADDI TI ONAL | NFORVATI ON FROM THE CLAI MANT
OR ANY OTHER PERSON.

(D) "HEALTH CARE CLAIM' MEANS A REQUEST FOR THE PAYMENT OF
ANY OF THE FOLLOW NG BENEFI TS:

(i) BENEFI TS UNDER AN EXPENSE- | NCURRED HOSPI TAL, MEDI CAL, OR
SURG CAL POLI CY OR CERTI FI CATE, | NCLUDI NG ANY POLI CY OR CERTI FI -
CATE THAT PROVI DES COVERAGE FOR SPECI FI C DI SEASES OR ACCI DENTS
ONLY, OR ANY HOSPI TAL | NDEMNI TY, MEDI CARE SUPPLEMENT, LONG TERM
CARE, DI SABILITY | NCOVE, OR 1-TIME LI M TED DURATI ON POLI CY OR
CERTI FI CATE.

(i) HOSPI TAL, MEDI CAL, SURA CAL, VI SION, DENTAL, AND SICK
CARE BENEFI TS PROVI DED BY A MEWA REGULATED UNDER CHAPTER 70.

(i) BENEFI TS PROVI DED UNDER A HEALTH MAI NTENANCE ORGANI ZA-
TI ON CONTRACT.

(iv) BENEFI TS PROVI DED UNDER A HEALTH CARE CORPORATI ON
CERTI FI CATE.

(v) BENEFI TS PROVI DED UNDER A QUALI FI ED HEALTH PLAN.

(E) "HEALTH CARE PROVI DER' MEANS A PERSON LI CENSED, CERTI -
FI ED, OR REQ STERED UNDER PART 62 OR PARTS 161 TO 183 OF THE
PUBLI C HEALTH CODE, 1978 PA 368, MCL 333.6201 TO 333. 6251 AND
333. 16101 TO 333.18311, OR A HEALTH FACI LI TY.
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(F) "HEALTH FACI LI TY" MEANS:

(i) A FACILITY OR AGENCY LI CENSED OR AUTHORI ZED UNDER
ARTI CLE 17 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL 333.20101
TO 333. 22260.

(i) A MENTAL HOSPI TAL, PSYCH ATRI C HOSPI TAL, PSYCHI ATRI C
UNI T, OR MENTAL RETARDATI ON FACI LI TY OPERATED BY THE DEPARTMENT
OF MENTAL HEALTH OR CERTI FI ED OR LI CENSED UNDER THE MENTAL HEALTH
CODE, 1974 PA 258, MCL 330.1001 TO 330. 2106.

(iii) A FACI LI TY PROVI DI NG OUTPATI ENT PHYSI CAL THERAPY SERV-
| CES, | NCLUDI NG SPEECH PATHOLOGY SERVI CES.

(iv) A KI DNEY DI SEASE TREATMENT CENTER, | NCLUDI NG A FREE-
STANDI NG HEMODI ALYSI S UNI T.

(V) AN ORGANI ZED AMBULATORY HEALTH CARE FACI LI TY.

(vi) A TERTI ARY HEALTH CARE SERVI CE FACI LI TY.

(vii) A SUBSTANCE ABUSE TREATMENT PROGRAM LI CENSED UNDER
PARTS 61 TO 65 OF THE PUBLI C HEALTH CODE, 1978 PA 368, MCL
333. 6101 TO 333. 6523.

(viii) AN OUTPATI ENT PSYCHI ATRI C CLI NI C.

(ix) A HOVE HEALTH AGENCY.

(G "INSURER' | NCLUDES A HEALTH MAI NTENANCE ORGANI ZATI ON, A
QUALI FI ED HEALTH PLAN, A HEALTH CARE CORPORATI ON, AND A MEWA REG-
ULATED UNDER CHAPTER 70.

(H "QUALI FI ED HEALTH PLAN' MEANS, AT A M N MJM AN ORGANI -
ZATI ON THAT MEETS THE CRI TERI A FOR DELI VERI NG THE COVPREHENSI VE
PACKAGE OF SERVI CES UNDER THE DEPARTMENT OF COVMMUNI TY HEALTH S
COVPREHENS| VE HEALTH PLAN.
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Thi s anendatory act takes effect 6

2 nonths after it is enacted into | aw
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