SB 451, As Passed Senate, December 13, 2001

SUBSTI TUTE FOR
SENATE BI LL NO. 451

A bill to amend 1956 PA 218, entitled
"The insurance code of 1956, "
by anendi ng section 2006 (MCL 500. 2006) .
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 2006. (1) A person nust pay on a tinmely 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

1

2

3

4 claimant the benefits provided under the terns of its policy, or,
5inthe alternative, the person nmust pay to its insured, an indi-
6 vidual or entity directly entitled to benefits under its

7 insured' s contract of insurance, or a third party tort clai mant

8 12% interest, as provided in subsection (4), on clains not paid

9 onatinely basis. Failure to pay clains on a tinely basis or to
10 pay interest on clains as provided in subsection (4) is an unfair

11 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 |liable
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 clainmant interest as provided in subsection
(4).

(3) An insurer shall specify in witing the naterials
—whieh— THAT constitute a satisfactory proof of |loss 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 shall be
—deerred—to—be— CONSI DERED paid on a tinely basis if paid within
60 days after receipt of proof of |oss by the insurer. Any part
of the remainder of the claimthat is |later supported by proof of
| oss shall be —deerred—to—be— CONSI DERED paid on a tinely basis if
paid within 60 days after receipt of the proof of |oss by the
insurer. —-Wrere— |F the proof of |oss provided by the clai mant
contains facts —whteh— 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 —deerred—to—be— CONSIDERED paid on a tinely basis if paid
within 60 days after receipt 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 rel ease for
the 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 in good
faith to pronptly pay the clai mupon determ nation of who is
entitled to receive the paynent.

(4) —When— I 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
i nsured'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 —
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 limts 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 mant does not subsequently recover
an anmount in excess of the amount offered, interest —shalHH— 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) —WWhere— |IF 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
i nsured, an individual or entity directly entitled to benefits
under its insured' s contract of insurance, or a third party tort
clai mant under this section where a reinsurer fails to pay bene-
fits on a tinely basis.

(6) +nthe—event—of— |F THERE | S any specific inconsistency

418101t 418941t of the Comptted—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
—shatt— DO not apply. SUBSECTIONS (7) TO (14) DO NOT APPLY TO AN
ENTI TY REGULATED UNDER THE WORKER' S DI SABI LI TY COMPENSATI 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 (14) DO APPLY TO HEALTH PLANS WHEN PAYI NG CLAI M5 TO HEALTH
PROFESSI ONALS AND HEALTH FACI LI TI ES THAT ARE NOT PHARMACI ES AND
THAT DO NOT | NVOLVE CLAI M5 ARI SI NG QUT OF SECTIONS 3101 TO 3177
OR THE WORKER' S DI SABI LI TY COMPENSATI ON ACT OF 1969, 1969 PA 317,
MCL 418.101 TO 418. 941.

(8) EACH HEALTH PROFESSI ONAL AND HEALTH FACI LI TY I N BI LLI NG
FOR SERVI CES RENDERED AND EACH HEALTH PLAN | N PROCESSI NG AND
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PAYI NG CLAI M5 FOR SERVI CES RENDERED SHALL USE THE FOLLOW NG
TI MELY PROCESSI NG AND PAYMENT PROCEDURES:

(A) A CLEAN CLAIM SHALL BE PAID WTHI N 45 DAYS AFTER RECEI PT
OF THE CLAIM BY THE HEALTH PLAN. A CLEAN CLAI M THAT IS NOT PAI D
W THI N 45 DAYS SHALL BEAR SI MPLE | NTEREST AT A RATE OF 12% PER
ANNUM

(B) A HEALTH PLAN SHALL NOTI FY THE HEALTH PROFESSI ONAL OR
HEALTH FACILITY WTH N 30 DAYS AFTER RECEI PT OF THE CLAI M BY THE
HEALTH PLAN OF ALL KNOAWN REASONS THAT PREVENT THE CLAI M FROM
BEI NG A CLEAN CLAIM

(© A HEALTH PROFESSI ONAL AND A HEALTH FACI LI TY HAVE 45
DAYS, AND ANY ADDI TI ONAL TI ME THE HEALTH PLAN PERM TS, AFTER
RECEI PT OF A NOTI CE UNDER SUBDI VI SI ON (B) TO CORRECT ALL KNOWN
DEFECTS. THE 45-DAY TIME PERICD IN SUBDI VI SION (A) IS TOLLED
FROM THE DATE OF RECEI PT OF A NOTICE TO A HEALTH PROFESSI ONAL OR
HEALTH FACI LI TY UNDER SUBDI VI SION (B) TO THE DATE OF THE HEALTH
PLAN S RECElI PT OF A RESPONSE FROM THE HEALTH PROFESSI ONAL OR
HEALTH FACI LI TY.

(D) IF A HEALTH PROFESSI ONAL' S OR HEALTH FACI LI TY' S RESPONSE
UNDER SUBDI VI SION (C) MAKES THE CLAIM A CLEAN CLAIM THE HEALTH
PLAN SHALL PAY THE HEALTH PROFESSI ONAL OR HEALTH FACILITY WTHI N
THE 45- DAY TI ME PERI OD UNDER SUBDI VI SION (A), EXCLUDI NG ANY TI ME
PERI CD TOLLED UNDER SUBDI VI SI ON (C) .

(E) 1F A HEALTH PROFESSI ONAL' S OR HEALTH FACI LI TY' S RESPONSE
UNDER SUBDI VI SI ON (C) DOES NOT MAKE THE CLAIM A CLEAN CLAIM THE
HEALTH PLAN SHALL NOTI FY THE HEALTH PROFESSI ONAL OR HEALTH
FACI LI TY OF AN ADVERSE CLAI M DETERM NATI ON AND OF THE REASONS FOR
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THE ADVERSE CLAI M DETERM NATI ON W THI N THE 45- DAY TI ME PERI OD
UNDER SUBDI VI SI ON (A), EXCLUDI NG ANY Tl ME PERI OD TOLLED UNDER
SUBDI VI SION (O) .

(F) WTHI N 2 YEARS, A CLAIM MUST BE TRANSM TTED ELECTRONI -
CALLY OR AS OTHERW SE SPECI FI ED BY THE COWM SSI ONER AND A HEALTH
PLAN MUST BE ABLE TO RECEI VE A CLAI M TRANSM TTED ELECTRONI CALLY
UNLESS THE HEALTH PLAN CAN DEMONSTRATE TO THE COWM SSI ONER S SAT-
| SFACTI ON THAT THE HEALTH PLAN IS NOT ABLE TO COWPLY BECAUSE OF
Cl RCUMSTANCES QUTSI DE THE HEALTH PLAN S CONTROL.

(9) NOTI CES REQUI RED UNDER SUBSECTI ON (8) SHALL BE MADE I N
VWRI TI NG OR ELECTRONI CALLY.

(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
MORE OTHER SERVI CES LI STED ON THE CLAI M ARE DEFECTIVE. TH S SUB-
SECTI ON DOES NOT APPLY I F A HEALTH PLAN AND HEALTH PROFESSI ONAL
OR HEALTH FACI LI TY HAVE AN OVERRI DI NG CONTRACTUAL RElI MBURSEMENT
ARRANGEMENT.

(11) A HEALTH PLAN SHALL NOT TERM NATE THE AFFI LI ATI ON
STATUS OR THE PARTI CI PATI ON OF A HEALTH PROFESSI ONAL OR HEALTH
FACILITY WTH A HEALTH MAI NTENANCE ORGANI ZATI ON PROVI DER PANEL OR
OTHERW SE DI SCRI M NATE AGAI NST A HEALTH PROFESSI ONAL OR HEALTH
FACI LI TY BECAUSE THE HEALTH PROFESSI ONAL OR HEALTH FACI LI TY
CLAI M5 THAT A HEALTH PLAN HAS VI OLATED SUBSECTI ONS (7) TO (10).

(12) A HEALTH PROFESSI ONAL, HEALTH FACI LI TY, OR HEALTH PLAN
ALLEGA NG THAT A TI MELY PROCESSI NG OR PAYMENT PROCEDURE UNDER
SUBSECTI ONS (7) TO (11) HAS BEEN VI OLATED MAY FI LE A COVPLAI NT
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W TH THE COMM SSI ONER ON A FORM APPROVED BY THE COWM SSI ONER AND
HAS A RIGHT TO A DETERM NATI ON OF THE MATTER BY THE COWM SSI ONER
OR HS OR HER DESI GNEE. THI'S SUBSECTI ON DOES NOT PRCHI BIT A
HEALTH PROFESSI ONAL, HEALTH FACI LI TY, OR HEALTH PLAN FROM SEEKI NG
COURT ACTI ON. A HEALTH PLAN DESCRI BED I N SUBSECTION (1A (C)(iv) IS
SUBJECT ONLY TO THE PROCEDURES AND PENALTI ES PROVI DED FOR I N

SUBSECTI ON (13) AND SECTI ON 402 OF THE NONPROFI T HEALTH CARE
CORPORATI ON REFORM ACT. 1980 PA 350. MCL 550.1402. FOR A VI OLATI ON

OF A TIMELY PROCESSI NG OR PAYMENT PROCEDURE UNDER SUBSECTIONS (7) TO

(11)'(13) I N ADDI TI ON TO ANY OTHER PENALTY PROVI DED FOR BY LAW
THE COWM SSI ONER MAY | MPOSE A CI VIL FINE OF NOT MORE THAN
$1, 000. 00 FOR EACH VI OLATI ON OF SUBSECTIONS (7) TO (11) NOT TO
EXCEED $10, 000. 00 | N THE AGGREGATE FOR MULTI PLE VI OLATI ONS.

(14) AS USED I N SUBSECTI ONS (7) TO (13):

(A) "CLEAN CLAIM MEANS A CLAI M THAT DOES ALL OF THE
FOLLON NG

(i) 1 DENTI FI ES THE HEALTH PROFESSI ONAL OR HEALTH FACI LI TY
THAT PROVI DED SERVI CE SUFFI Cl ENTLY TO VERI FY, | F NECESSARY,
AFFI LI ATI ON STATUS AND | NCLUDES ANY | DENTI FYl NG NUVBERS.

(ii) SUFFI Cl ENTLY | DENTI FI ES THE PATI ENT AND HEALTH PLAN
SUBSCRI BER

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

(iv) 1S A CLAIM FOR COVERED SERVI CES FOR AN EL| G BLE
| NDI VI DUAL.

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

(vi) | F PRI OR AUTHORI ZATI ON | S REQUI RED FOR CERTAI N PATI ENT
SERVI CES, CONTAI NS | NFORMATI ON SUFFI CI ENT TO ESTABLI SH THAT PRI OR
AUTHORI ZATI ON WAS OBTAI NED

(vii) | DENTI FI ES THE SERVI CE RENDERED USI NG A GENERALLY
ACCEPTED SYSTEM OF PROCEDURE OR SERVI CE CODI NG
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(viii) 1 NCLUDES ADDI TI ONAL DOCUVENTATI ON BASED UPON SERVI CES
RENDERED AS REASONABLY REQUI RED BY THE HEALTH PLAN.

(B) "HEALTH FACI LI TY" MEANS A HEALTH FACI LI TY OR AGENCY
LI CENSED UNDER ARTI CLE 17 OF THE PUBLI C HEALTH CODE, 1978 PA 368,
MCL 333.20101 TO 333. 22260.

(C© "HEALTH PLAN' MEANS ALL OF THE FOLLOW NG

(i) AN I NSURER PROVI DI NG BENEFI TS UNDER AN EXPENSE- | NCURRED
HOSPI TAL, MEDI CAL, SURA CAL, VI SION, OR DENTAL 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 SUPPLENMENT, LONG TERM CARE, OoR

1-TIME LIM TED DURATI ON PCLI CY OR CERTI FI CATE. BUT NOT_TO PAYMENTS

MADE TO AN ADM NI STRATI VE SERVI CES ONLY OR COST- PLUS ARRANGEMENT .
(1) A MEWA REGULATED UNDER CHAPTER 70 THAT PROVI DES HOSPI -

TAL, MEDI CAL, SURAG CAL, VI SION, DENTAL, AND SI CK CARE BENEFI TS.

(iii) A HEALTH MAI NTENANCE ORGANI ZATI ON LI CENSED OR | SSUED A
CERTI FI CATE OF AUTHORI TY I N THI S STATE.

(iv) A HEALTH CARE CORPORATI ON FOR BENEFI TS PROVI DED UNDER A
CERTI FI CATE | SSUED UNDER THE NONPROFI T HEALTH CARE CORPORATI ON
REFORM ACT, 1980 PA 350, MCL 550. 1101 TO 550.1704, BUT NOT TO
PAYMENTS MADE PURSUANT TO AN ADM NI STRATI VE SERVI CES ONLY OR
COST- PLUS ARRANGEIVENT.

(D) "HEALTH PROFESSI ONAL" MEANS A HEALTH PROFESSI ONAL
LI CENSED OR REG STERED UNDER ARTI CLE 15 OF THE PUBLI C HEALTH
CODE, 1978 PA 368, MCL 333.16101 TO 333.18838.

Enacting section 1. This anmendatory act takes effect on
October 1, 2002 and applies to all health care clains with dates
of service on and after October 1, 2002.

S01636' 01 * (S-3)



