HOUSE BILL No. 6045

HOUSE BILL No. 6045

May 9, 2002, Introduced by Rep. George and referred to the Committee on Health Insurance.

A bill to amend 1956 PA 218, entitled
"The insurance code of 1956,"
by anendi ng sections 501, 503, 2059, 2212b, 2213, 2403, 2406,
2418, 2420, 3406f, 3539, 5104, and 7705 (MCL 500.501, 500. 503,
500. 2059, 500.2212b, 500.2213, 500.2403, 500.2406, 500.2418,
500. 2420, 500. 3406f, 500.3539, 500.5104, and 500.7705), sections
501 and 503 as added by 2001 PA 24, section 2059 as anended by
1986 PA 253, section 2212b as anended by 2000 PA 486, section
2213 as anmended and section 3539 as added by 2000 PA 252, sec-
tions 2403, 2406, 2418, and 2420 as anmended by 1993 PA 200, sec-
tion 3406f as added by 1996 PA 517, section 5104 as anended by
1999 PA 211, and section 7705 as anended by 1996 PA 548, and by
addi ng chapters 36A and 37; and to repeal acts and parts of

acts.
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2
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 501. (1) This chapter applies to the treatnent of
nonpubl i c personal financial information about individuals who
obtain or are claimants or beneficiaries of products or services
primarily for personal, famly, or househol d purposes from
| i censees whether through an individual or group plan. This
chapter does not apply to information about conpani es or about
i ndi vi dual s who obtain products or services for business, commer-
cial, or agricultural purposes.

(2) This chapter does not nodify, limt, or supersede any
provi sion of section 1243.

(3) This chapter does not nodify, limt, or supersede stat-
ute or rules governing the confidentiality or privacy of individ-
ually identifiable health and medi cal information, including, but
not limted to, all of the follow ng:

(a) Section 2157 of the revised judicature act of 1961, 1961
PA 236, MCL 600.2157.

(b) Section —+#56— 750 of the mental health code, 1974
PA 258, MCL 330. 1750.

(c) The public health code, 1978 PA 368, MCL 333.1101 to
333. 25211.

; : oy it heattd .
reformaects—1980—PA 356 —MWMcE—556—1466-—

(D) —e)y— Sections 410 and —492A— 492a of the M chi gan penal
code, 1931 PA 328, MCL 750.410 and 750. 492a.

(E) H)— Section 13 of the freedom of information act, 1976
PA 442, MCL 15. 243.
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(F) —te)— Section 34 of the third party adm ni strator act,
1984 PA 218, MCL 550. 934.

Sec. 503. As used in this chapter:

(a) "Affiliate" means any conpany that controls, is con-
trolled by, or is under conmon control w th another conpany.

(b) "Annual notice" neans the privacy notice required in
section 513.

(c) "Cear and conspicuous" neans that a notice is reason-
ably under standabl e and designed to call attention to the nature
and significance of the information in the notice.

(d) "Collect"” nmeans to obtain information that the |icensee
organi zes or can retrieve by the name of an individual or by
i dentifying nunber, synbol, or other identifying particular
assigned to the individual, irrespective of the source of the
under | ying i nformation.

(e) "Conpany" neans any corporation, limted liability com
pany, business trust, general or limted partnership, associa-
tion, sole proprietorship, or simlar organization.

(f) "Consuner" neans an individual, or the individual's
| egal representative, who seeks to obtain, obtains, or has
obt ai ned an insurance product or service froma licensee that is
to be used primarily for personal, famly, or househol d
purposes. As used in this chapter:

(7)) "Consumer" includes, but is not |imted to, all of the
fol | ow ng:

(A) An individual who provides nonpublic personal

information to a licensee in connection with obtaining or seeking
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4
to obtain financial, investnent, or econom c advi sory services
relating to an insurance product or service. An individual is a
consumer under this subparagraph regardl ess of whether the

i censee establishes an ongoi ng advisory relationship.

(B) An applicant for insurance prior to the inception of
i nsurance cover age.

(© An individual that a licensee discloses nonpublic, per-
sonal financial information about to a nonaffiliated third party
other than as perm tted under sections 535, 537, and 539, if the
i ndividual is any of the follow ng:

(I') A beneficiary of a life insurance policy underwitten by
the licensee.

(I'1) A claimant under an insurance policy issued by the
l'i censee.

(') An insured under an insurance policy or an annuitant
under an annuity issued by the |icensee.

(I'V) A nortgagor of a nortgage covered under a nortgage
i nsurance policy.

(i7)) So long as the licensee provides the initial, annual,
and revised notices under this chapter to the plan sponsor, group
or bl anket insurance policyholders, and group annuity contract
hol der and does not disclose to a nonaffiliated third party non-
public personal financial information other than as permtted
under sections 535, 537, and 539, "consuner" does not include an

i ndi vi dual solely because he or she neets 1 of the foll ow ng:
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(A) Is a participant or a beneficiary of an enpl oyee benefit
plan that the |licensee adm nisters or sponsors or for which the
|icensee acts as a trustee, insurer, or fiduciary.

(B) I's covered under a group or bl anket insurance policy or
group annuity contract issued by the |icensee.

(#@i) "Consunmer" does not include an individual solely
because he or she neets 1 of the follow ng:

(A) Is a beneficiary of a trust for which the licensee is a
trustee.

(B) Has designated the licensee as trustee for a trust.

(g) "Consuner reporting agency" has the sane neaning as in
section 603(f) of the federal fair credit reporting act, title VI
of the consunmer credit act, public [aw 90-321, 15 U S.C. 168la.

(h) "Custoner” neans a consunmer who has a custoner relation-
ship with a licensee. However, custoner does not include an
i ndi vi dual solely because he or she neets 1 of the foll ow ng:

(7)) I's a participant or a beneficiary of an enpl oyee benefit
plan that the |icensee adm nisters or sponsors or for which the
|icensee acts as a trustee, insurer, or fiduciary.

(it) I's covered under a group or blanket insurance policy or
group annuity contract issued by the |icensee.

(i) I's a beneficiary or claimnt under a policy of
i nsur ance.

(i) "Custoner relationship" neans a continuing relationship
bet ween a consuner and a |icensee under which the |icensee pro-

vides 1 or nore insurance products or services to the consuner
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6
that are to be used primarily for personal, fam |y, or househol d
pur poses.

(j) "Initial notice" neans the privacy notice required in
section 507.

(k) "lnsurance product or service" means any product or
service that is offered by a |icensee pursuant to the insurance
laws of this state or pursuant to a federal insurance program
| nsurance service includes a |icensee's evaluation, brokerage, or
di stribution of information that the |licensee collects in connec-
tion with a request or an application froma consuner for an
i nsurance product or service.

(/) "Licensee" neans a licensed insurer or producer, and
ot her persons licensed or required to be licensed, authorized or
required to be authorized, registered or required to be regis-
tered, or holding or required to hold a certificate of authority

under this act. Licensee includes, except as otherw se provided,

MEE—556—1181++t0556—31704—and— a nonprofit dental care corpora-
tion operating pursuant to 1963 PA 125, MCL 550. 351 to 550. 373.
Li censee includes an unauthorized insurer who places business
through a licensed surplus line agent or broker in this state,

but only for the surplus Iine placenents placed under chapter

19. Licensee does not include any of the follow ng:
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;
norproft—heatth—eare—corporatt+on—+eformacts—1980—PA 356+
MEE—556-—1466-—

(i) —#)— The Mchigan life and health guaranty associ ation
and the property and casualty guaranty associ ati on.

(i7)) —##H— The M chi gan aut onobil e i nsurance pl acenent
facility, the M chigan worker's conpensati on placenent facility,
and the assigned clains facility created under section 3171.
However, servicing carriers for these facilities are |licensees.

(m "Nonaffiliated third party" nmeans any person except a
licensee's affiliate or a person enployed jointly by a |licensee
and any conpany that is not the licensee's affiliate.
Nonaffiliated third party includes the other conpany that jointly
enpl oys a person with a |licensee. Nonaffiliated third party al so
i ncl udes any conpany that is an affiliate solely by virtue of the
direct or indirect ownership or control of the conpany by the
licensee or its affiliate in conducting nerchant banking or
i nvest ment banking activities of the type described in section
4(k) (4) (H of the bank hol di ng conmpany act of 1956, chapter 240,
70 Stat. 135, 12 U. S.C. 1843, or insurance conpany investnment
activities of the type described in section 4(k)(4)(l) of the
bank hol di ng conpany act of 1956, chapter 240, 70 Stat. 135, 12
U S.C. 1843.

(n) "Nonpublic personal financial information” neans person-
ally identifiable financial information and any |ist, descrip-
tion, or other grouping of consuners and publicly avail able
information pertaining to themthat is derived using any

personally identifiable financial information that is not
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publicly avail able. Nonpublic personal financial information
does not include any of the follow ng:

(i) Health and nedical information otherw se protected by
state or federal |aw

(@) Publicly available information.

(i) Any list, description, or other grouping of consuners
and publicly available information pertaining to themthat is
derived wi thout using any personally identifiable financial
information that is not publicly avail able.

(o) "Opt out" neans a direction by the consuner that the
i censee not disclose nonpublic personal financial information
about that consunmer to a nonaffiliated third party, other than as
permtted by sections 535, 537, and 539.

(p) "Personally identifiable financial information" neans
any of the follow ng:

(7) I'nformation a consuner provides to a |licensee to obtain
an insurance product or service fromthe |licensee.

(i) Information about a consuner resulting fromany trans-
action involving an insurance product or service between a
i censee and a consuner.

(i) Information the |icensee otherw se obtains about a
consumer in connection with providing an insurance product or
service to that consuner.

(q) "Producer"” nmeans a person required to be |icensed under
this act to sell, solicit, or negotiate insurance.

(r) "Publicly available information" neans any information

that a licensee has a reasonable basis to believe is lawfully
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9
made avail able to the general public fromfederal, state, or
| ocal governnent records by wi de distribution by the nmedia or by
di sclosures to the general public that are required to be nmade by
federal, state, or local law. A licensee has a reasonabl e basis
to believe that information is lawfully nmade avail able to the
general public if both of the follow ng apply:

(7)) The licensee has taken steps to determi ne that the
information is of the type that is available to the general
publ i c.

(7)) If an individual can direct that the information not be
made avail able to the general public, that the |licensee's con-
suner has not directed that the information not be nade avail abl e
to the general public.

(s) "Revised notice" neans the privacy notice required in
section 525.

Sec. 2059. (1) —Ne— A person shall NOT maintain or operate
any office in this state for the transaction of the business of
i nsurance, except as provided for in this —eede— ACT, or use the
nane of any insurer, fictitious or otherwi se, in conducting or
advertising any business not related or connected with the busi-
ness of insurance as governed by the provisions of this —eoede
ACT except as otherw se provided in subsection (2).

(2) Subsection (1) shall not be construed to prohibit an
agent |icensed under chapter 12 from marketing or transacting any
of the follow ng:

(a) Subject to the health benefit agent act, health care

coverage provided by a —heatth—ecare—ecorporatiton—+egutated
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5561704 ot —theMehigan—Conptted—taws— NONPROFI T HEALTH | NSURER
UNDER CHAPTER 37

(b) Subject to the health benefit agent act, health care
coverage provided by a health mai ntenance organi zati on regul at ed
—ptr-stant—to—part—210—ofthepubtieheatth—code—A~Act—No—368——of
the—PubHt—Aets—of—1978—berng—Ssecti-ons—333—21001++0-—-333—21698—o6f
the—M-chi-gan—Conpited—taws— UNDER CHAPTER 35.

(c) Subject to the health benefit agent act, dental care
coverage provided by a dental care corporation regul ated pursuant
t o —Act—No—125—ofthe PublcAets—of+—1963—betng—sect+ons
556351+to0550-37/3of theMehigan—Conpitted—taws— 1963 PA 125,
MCL 550. 351 TO 550. 373.

(d) Administrative services of a third party adm ni strator
regul ated pursuant to the third party adm ni strator act, —Aet
No—218—eof—thePubttcActs—of 1984 —betrng——seetons—556-961+to
556-962—of theM-ehigan—Conptted—taws— 1984 PA 218, MCL 550. 901
TO 550. 962.

Sec. 2212b. (1) This section applies to a policy or certif-
i cate issued under section 3405 or 3631, TO A CERTI FI CATE | SSUED
UNDER CHAPTER 37, and to a heal th mai ntenance organi zation
contract.

(2) If participation between a primary care physician and an
insurer term nates, the physician may provide witten notice of
this termnation within 15 days after the physician becones aware

of the termnation to each insured who has chosen the physician
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as his or her primary care physician. |If an insured is in an
ongoi ng course of treatnment with any other physician that is par-
ticipating with the insurer and the participation between the
physi cian and the insurer term nates, the physician may provide
witten notice of this termnation to the insured within 15 days
after the physician becones aware of the term nation. The
notices under this subsection may al so describe the procedure for
continuing care under subsections (3) and (4).

(3) If participation between an insured's current physician
and an insurer termnates, the insurer shall permt the insured
to continue an ongoi ng course of treatnment with that physician as
fol | ows:

(a) For 90 days fromthe date of notice to the insured by
t he physician of the physician's termnation with the insurer.

(b) If the insured is in her second or third trinmester of
pregnancy at the tinme of the physician's term nation, through
postpartum care directly related to the pregnancy.

(c) If the insured is determned to be terminally ill prior
to a physician's term nation or know edge of the term nation and
the physician was treating the termnal illness before the date
of term nation or know edge of the term nation, for the remainder
of the insured's |life for care directly related to the treatnent
of the termnal illness.

(4) Subsection (3) applies only if the physician agrees to

all of the follow ng:
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(a) To continue to accept as paynent in full reinbursenent
fromthe insurer at the rates applicable prior to the
term nation.

(b) To adhere to the insurer's standards for maintaining
quality health care and to provide to the insurer necessary nedi-
cal information related to the care.

(c) To otherwi se adhere to the insurer's policies and proce-
dures, including, but not limted to, those concerning utiliza-
tion review, referrals, preauthorizations, and treatnent plans.

(5) An insurer shall provide witten notice to each partici-
pating physician that if participation between the physician and
the insurer term nates, the physician may do both of the
fol | ow ng:

(a) Notify the insurer's insureds under the care of the phy-
sician of the termnation if the physician does so within 15 days
after the physician becones aware of the term nation.

(b) I'nclude in the notice under subdivision (a) a descrip-
tion of the procedures for continuing care under subsections (3)
and (4).

(6) This section does not create an obligation for an
insurer to provide to an insured coverage beyond the maxi mum cov-
erage limts permtted by the insurer's policy or certificate
wWith the insured. This section does not create an obligation for
an insurer to expand who may be a primary care physician under a
policy or certificate.

(7) As used in this section:
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(a) "Physician" means an al |l opat hi c physician, osteopathic
physi ci an, or podiatric physician.

tHen—5653—eof—the—pubteheattheode 1948 PA368,—ME—333-5653—

(B) —te)y— "Term nates” or "termnation" includes the nonre-
newal , expiration, or ending for any reason of a participation
agreement or contract between a physician and an insurer, but
does not include a term nation by the insurer for failure to neet
applicable quality standards or for fraud.

Sec. 2213. (1) Each insurer and health nmintenance organi -
zation shall establish an internal formal grievance procedure for
approval by the conmm ssioner for persons covered under a policy,
certificate, or contract issued under chapter 34, 35, —-er— 36, OR
37 that includes all of the follow ng:

(a) Provides for a designated person responsible for adm n-
istering the grievance system

(b) Provides a designated person or tel ephone number for
recei ving conpl ai nts.

(c) Ensures full investigation of a conplaint.

(d) Provides for tinely notification in plain English to the
insured or enrollee as to the progress of an investigation.

(e) Provides an insured or enrollee the right to appear
before the board of directors or designated commttee or the
right to a manageri al -1evel conference to present a grievance.

(f) Provides for notification in plain English to the
insured or enrollee of the results of the insurer's or health

mai nt enance organi zation's investigation and for advi senent of
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the insured's or enrollee's right to review the grievance —by—the

2660— by an i ndependent review organi zati on under the patient's

right to i ndependent review act.

(g) Provides summary data on the nunber and types of com
plaints and grievances filed. Beginning April 15, 2001, this
summary data for the prior calendar year shall be filed annually
Wi th the conm ssioner on forns provided by the comm ssioner.

(h) Provides for periodic managenent and governi ng body
review of the data to assure that appropriate actions have been
t aken.

(i) Provides for copies of all conplaints and responses to
be available at the principal office of the insurer or health
mai nt enance organi zation for inspection by the conmm ssioner for 2
years follow ng the year the conplaint was fil ed.

(j) That when an adverse determnation is nade, a witten
statenment in plain English containing the reasons for the adverse
determnation is provided to the insured or enrollee along with
witten notifications as required under the patient's right to
i ndependent revi ew act.

(k) That a final determ nation will be made in witing by
the insurer or health maintenance organi zation not |ater than 35
cal endar days after a formal grievance is submtted in witing by
the insured or enrollee. The timng for the 35-cal endar-day
period may be tolled, however, for any period of tine the insured
or enrollee is permtted to take under the grievance procedure

and for a period of tine that shall not exceed 10 busi ness days

06816' 02 *



© 00 N oo g b~ w N P

N N NN R R R R R R R R R R
W N P O © O N O O M W N B O

15
if the insurer or health maintenance organi zati on has not
recei ved requested information froma health care facility or
heal t h professional.

(/) That a determ nation will be made by the insurer or
heal t h mai nt enance organi zation not later than 72 hours after
recei pt of an expedited grievance. Wthin 10 days after receipt
of a determi nation, the insured or enrollee may request a deter-
m nation of the matter by the comm ssioner or his or her designee
t hrough Septenber 30, 2000 and begi nning Cctober 1, 2000 by an
i ndependent review organi zation under the patient's right to
i ndependent review act. |If the determ nation by the insurer or
heal t h mai nt enance organi zation is nade orally, the insurer or
heal t h mai nt enance organi zation shall provide a witten confirnma-
tion of the determ nation to the insured or enrollee not |ater
than 2 business days after the oral determ nation. An expedited
grievance under this subdivision applies if a grievance is sub-
mtted and a physician, orally or in witing, substantiates that
the time frane for a grievance under subdivision (k) would seri -
ously jeopardize the life or health of the insured or enrollee or
woul d jeopardize the insured's or enrollee's ability to regain
maxi mum functi on.

(m That the insured or enrollee has the right to a determ -

i ndependent review organi zati on under the patient's right to

i ndependent review act.
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(2) An insured or enrollee my authorize in witing any
person, including, but not limted to, a physician, to act on his
or her behalf at any stage in a grievance proceeding under this
section.

(3) This section does not apply to a provider's conplaint
concerning clains paynment, handling, or reinbursenent for health
care services.

(4) As used in this section:

(a) "Adverse determ nation"” neans a determ nation that an
adm ssion, availability of care, continued stay, or other health
care service has been reviewed and deni ed, reduced, or
termnated. Failure to respond in a tinely manner to a request
for a determ nation constitutes an adverse determ nation.

(b) "Grievance" nmeans a conplaint on behalf of an insured or
enroll ee submtted by an insured or enrollee concerning any of
the foll ow ng:

(7)) The availability, delivery, or quality of health care
services, including a conplaint regarding an adverse deterni na-
tion made pursuant to utilization review

(i7)) Benefits or clains paynent, handling, or reinbursenent
for health care services.

(i) Matters pertaining to the contractual relationship
between an insured or enrollee and the insurer or health mainte-
nance organi zati on.

Sec. 2403. (1) Al rates shall be nmade in accordance with

this section and all of the follow ng:
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(a) Due consideration shall be given to past and prospective
| oss experience within and outside this state; to catastrophe
hazards; to a reasonable margin for underwiting profit and con-
tingencies; to dividends, savings, or unabsorbed prem um deposits
al l owed or returned by insurers to their policyhol ders, nenbers,
or subscribers; to past and prospective expenses, both country-
wi de and those specially applicable to this state; to underwit-
ing practice, judgnent, and to all other relevant factors within
and outside this state. For worker's conpensation insurance, in
determ ni ng the reasonabl eness of the margin for underwiting
profit and contingencies, consideration shall be given to al
after-tax investnment profit or |oss from unearned prem um and
| oss reserves attributable to worker's conpensation insurance, as
well as the factors used to determ ne the anobunt of reserves.
For all other kinds of insurance to which this chapter applies,
all factors to which due consideration is given under this subdi-
vision shall be treated in a manner consistent with the | aws of
this state that existed on Decenber 28, 1981

(b) The systens of expense provisions included in the rates
for use by any insurer or group of insurers may differ fromthose
of other insurers or groups of insurers to reflect the require-
ments of the operating methods of the insurer or group with
respect to any kind of insurance, or with respect to any subdi vi -
sion or conbination thereof for which subdivision or conbination
separat e expense provi sions are applicable.

(c) Risks may be grouped by classifications for the

establishnment of rates and m ni num premiuns. Cl assification
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18
rates may be nodified to produce rates for individual risks in
accordance with rating plans that measure variations in hazards,
expense provisions, or both. The rating plans nay neasure any
di fferences anong risks that may have a probable effect upon
| osses or expenses as provided for in subdivision (a).

(d) Rates shall not be excessive, inadequate, or unfairly
discrimnatory. A rate shall not be held to be excessive unless
the rate is unreasonably high for the insurance coverage provided
and a reasonabl e degree of conpetition does not exist with
respect to the classification, kind, or type of risks to which
the rate is applicable. Except as otherwi se provided in this
subdi vision, a rate shall not be held to be inadequate unless the
rate is unreasonably |ow for the insurance coverage provided and
the continued use of the rate endangers the solvency of the
insurer; or unless the rate is unreasonably |ow for the insurance
coverage provided and the use of the rate has or will have the
ef fect of destroying conpetition anong insurers, creating a
nmonopol y, or causing a kind of insurance to be unavailable to a
significant nunber of applicants who are in good faith entitled
to procure the insurance through ordinary nethods. For commer-
cial liability insurance a rate shall not be held to be inade-
guate unless the rate, after consideration of investnent incone
and marketing prograns and underwiting progranms, IS unreasonably
| ow for the insurance coverage provided and is insufficient to
sustain projected | osses and expenses; or unless the rate is
unreasonably |l ow for the insurance coverage provided and the use

of the rate has or will have the effect of destroying conpetition
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anong insurers, creating a nonopoly, or causing a kind of
i nsurance to be unavailable to a significant nunber of applicants
who are in good faith entitled to procure the insurance through
ordinary nethods. As used in this subdivision, "comercial
l[iability insurance" means insurance that provides indemifica-
tion for comrercial, industrial, professional, or business

liabilities. For worker's conpensation insurance provided by an

insurer that is controlled by a —nenprof+t—heatthecare—corpora—

NONPROFI T HEALTH | NSURER REGULATED UNDER CHAPTER 37, a rate shal
not be held to be inadequate unless the rate is unreasonably | ow
for the insurance coverage provided. A rate for a coverage is
unfairly discrimnatory in relation to another rate for the sane
coverage, if the differential between the rates is not reasonably
justified by differences in | osses, expenses, or both, or by dif-
ferences in the uncertainty of |oss for the individuals or risks
to which the rates apply. A reasonable justification shall be
supported by a reasonabl e classification system by sound actuar-
ial principles when applicable; and by actual and credible |Ioss
and expense statistics or, in the case of new coverages and cl as-
sifications, by reasonably anticipated | oss and expense
experience. A rate is not unfairly discrimnatory because the
rate reflects differences in expenses for individuals or risks
with simlar anticipated | osses, or because the rate reflects

differences in losses for individuals or risks with sim/lar
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expenses. Rates are not unfairly discrimnatory if they are
aver aged broadly anong persons insured on a group, franchise,
bl anket policy, or simlar basis.

(2) Except to the extent necessary to neet the provisions of
subsection (1)(d), uniformty anong insurers in any matters
within the scope of this section is neither required nor
prohi bi t ed.

Sec. 2406. (1) Except for worker's conpensation insurance,
every insurer shall file with the comm ssioner every manual of
classification, every manual of rules and rates, every rating
pl an, and every nodification of any of the foregoing that it pro-
poses to use. Every such filing shall state the proposed effec-
tive date —thereof— OF THE FI LI NG and shall indicate the charac-
ter and extent of the coverage contenplated. |If a filing is not
acconpani ed by the information upon which the insurer supports
the filing, and the conm ssioner does not have sufficient infor-
mation to determ ne whether the filing neets the requirenents of
this chapter, the comm ssioner shall within 10 days of the filing
give witten notice to the insurer to furnish the information
upon which it supports the filing. The information furnished in
support of a filing may include the experience or judgnent of the
insurer or rating organization nmaking the filing, its interpreta-
tion of any statistical data it relies upon, the experience of
other insurers or rating organizations, or any other relevant
factors. A filing and any supporting information shall be open

to public inspection after the filing beconmes effective.
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(2) Except for worker's conpensation insurance, an insurer
may satisfy its obligation to make such filings by becom ng a
menber of, or a subscriber to, a |licensed rating organi zation
t hat makes such filings, and by filing with the conm ssioner a
copy of its authorization of the rating organization to nmake such
filings on its behalf. Nothing contained in this chapter shal
be construed as requiring any insurer to becone a nenber of or a
subscri ber to any rating organization.

(3) For worker's conpensation insurance in this state the
insurer shall file with the comm ssioner all rates and rating
systenms. Every insurer that insures worker's conpensation in
this state on the effective date of this subsection shall file
the rates not later than the effective date of this subsection

(4) Except as provided in subsection (3) and as ot herw se
provided in this subsection, the rates and rating systens for
wor ker' s conpensation insurance shall be filed not |later than the
date the rates and rating systens are to be effective. However,

if the insurer providing worker's conpensation insurance is con-

troll ed by a —mnonpref+t—heatth—ecare—corporat+on—+forredpursuant

of —the—M-echirgan—Conpttetd—taws— NONPROFI T HEALTH | NSURER REGULATED
UNDER CHAPTER 37, the rates and rating systens that it proposes

to use shall be filed with the comm ssioner not |ess than 45 days
before the effective date of the filing. These filings shall be

considered to neet the requirenments of this chapter unless and
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until the comm ssioner disapproves a filing pursuant to section
2418 or 2420.

(5) Each filing under subsections (3) and (4) shall be
acconpani ed by a certification by the insurer that, to the best
of its information and belief, the filing confornms to the
requi rements of this chapter

Sec. 2418. If at any tine after approval of any filing
either by act or order of the conmm ssioner or by operation of

| aw, or before approval of a filing made by a worker's conpensa-

tion insurer controlled by a —nenpref+t—heatth—ecare—corporation

5561161+ to6 5561704 of theMechtgan—Conptted—taws— NONPROFI T
HEALTH | NSURER REGULATED UNDER CHAPTER 37, the comm ssioner finds

that a filing does not neet the requirenents of this chapter, the
conm ssi oner shall, after a hearing held upon not |ess than 10
days' written notice, specifying the matters to be considered at
the hearing, to every insurer and rating organization that made
the filing, issue an order specifying in what respects the com

m ssioner finds that the filing fails to neet the requirenents of
this chapter, and stating for a filing that has gone into effect
when, within a reasonable period thereafter, that filing shall be
considered no | onger effective. Copies of the order shall be
sent to every such insurer and rating organi zation. The order
shall not affect any contract or policy nade or issued prior to

the expiration of the period set forth in the order.
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Sec. 2420. (1) Any person or organization aggrieved with
respect to any filing that is in effect may apply in witing to
the conm ssioner for a hearing on the filing. The application
shall specify the grounds to be relied upon by the applicant. |If
t he conm ssioner finds that the application is made in good
faith, that the applicant would be so aggrieved if his or her
grounds are established, and that the grounds otherw se justify
hol ding a hearing, the conmm ssioner shall, within 30 days after
recei pt of the application, hold a hearing upon not |ess than 10
days' written notice to the applicant and to every insurer and
rating organi zation that made the filing.

(2) If, after a hearing under subsection (1), the comm s-
sioner finds that the filing does not nmeet the requirenments of
this chapter, the comm ssioner shall issue an order specifying in
what respects he or she finds that the filing fails to neet the
requi rements of this chapter, and stating when, within a reason-
abl e period thereafter, the filing shall be considered no | onger
effective. Copies of the order shall be sent to the applicant
and to every insurer and rating organization. The order shal
not affect any contract or policy nmade or issued prior to the
expiration of the period set forth in the order.

(3) Upon receipt of a rate or rating systemfiling by an

i nsurer providing worker's conpensation insurance that is con-

troll ed by a —nonpref+t—heatth—ecare—corporat+on—forretdpursuant
to—the—rnonprof+t—heatth—ecare—corporationact—Act—No—356—of—the
Pubte—Aets—of—1986,—betng—sect+ons—556—1161+to 5561704 ofthe
M-eht-gan—Conptted—taws— NONPROFI T HEALTH | NSURER REGULATED UNDER
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CHAPTER 37, the conmi ssioner shall inmrediately notify each person
of the filing who has requested in witing notice of the filing
wWithin the 2 years imedi ately preceding the filing. Notice to
the person shall identify the location, tinme, and place where a
copy of the filing will be open to public inspection and
copying. The filing shall becone effective on the filing' s pro-
posed effective date unless stayed or disapproved by the
comm ssioner. An aggrieved person, which shall include any
i nsurer transacting worker's conpensation insurance in this state
and any person acting on behalf of 1 or nore such insurers, who
clains a rate in the filing is inadequate is entitled to a con-
tested case hearing pursuant to the adm nistrative procedures act
of 1969, —Aet—Ne—306—of—thePubHeAets—of—1969—beirng
sect+ons 2420t to24328—of theMehigan—Conpttet—tawnws— 1969 PA
306, MCL 24.201 TO 24.328. The request for this hearing shall be

filed with the comm ssioner within 30 days of the date of the
filing alleged to contain inadequate rates and shall state the
grounds upon which a rate contained in the filing is alleged to
be i nadequate. The notice of hearing shall be served upon the
insurer and shall state the tinme and place of the hearing and the
grounds upon which the rate is alleged to be inadequate. Unless
nmut ual |y agreed upon by the conm ssioner, the insurer, and the
aggri eved person, the hearing shall occur not |less than 15 days
or nore than 30 days after notice is served. Wthin 10 days of
recei pt of the request for hearing, the comm ssioner shall issue
an order staying the use of any rate alleged to be inadequate and

Wi th respect to which, on the basis of affidavits and pl eadi ngs
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submtted by the aggrieved person and the insurer, it appears
likely that the aggrieved person will prevail in the hearing.
The nonprevailing party shall have the right to an interlocutory
appeal to circuit court of the conm ssioner's decision granting
or denying the stay, and the court shall review de novo the
conmi ssi oner's deci sion.

(4) An insurer or rating organization shall not use this
section to obtain a hearing with the comm ssioner on the
insurer's or rating organization's own filing.

Sec. 3406f. (1) An insurer may exclude or limt coverage
for a condition as follows:

(a) For an individual covered under an individual policy or
certificate or any other policy or certificate not covered under
subdi vision (b), —er—(e)— only if the exclusion or limtation
relates to a condition for which nedical advice, diagnosis, care,
or treatnment was recomended or received wthin 6 nonths before
enrol Il nent and the exclusion or limtation does not extend for

nore than 12 nonths after the effective date of the policy or

certificate.
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(B) —t€e)y— For an individual covered under a group policy or
certificate covering 100 OR nore —than—50—individuats— ELI G BLE
EMPLOYEES, only if the exclusion or limtation relates to a con-
dition for which nedical advice, diagnosis, care, or treatnent
was recomrended or received within 6 nonths before enroll nment and
the exclusion or Iimtation does not extend for nore than 6

nmonths after the effective date of the policy or certificate.

(2) As used in this section: —— greup™-
(A) "ELI A BLE EMPLOYEE" MEANS THAT TERM AS DEFI NED I N SEC-

TI ON 3663.

(B) "GROUP" neans a group health plan as defined in section
2791(a) (1) and (2) of part Cof title XXVII of the public health
service act, chapter 373, 110 Stat. 1972, 42 U.S. C. 300gg-91, and
i ncl udes governnent plans that are not federal governnment plans.

(3) This section applies only to an insurer that delivers,

i ssues for delivery, or renews in this state an expense-incurred
hospital, nedical, or surgical policy or certificate. This sec-
tion does not apply to any policy or certificate that provides

coverage for specific diseases or accidents only, or to any hos-
pital indemity, nedicare supplenent, long-termcare, disability

income, or 1-tinme limted duration policy or certificate of no

| onger than 6 nonths.
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Sec. 3539. (1) For an individual covered under a nongroup
contract or under a contract not covered under subsection (2), a
heal t h mai nt enance organi zati on may exclude or limt coverage for
a condition only if the exclusion or limtation relates to a con-
dition for which nedical advice, diagnosis, care, or treatnent
was recommended or received within 6 nonths before enrol |l nent and
the exclusion or Iimtation does not extend for nore than 6
nonths after the effective date of the health maintenance

contract.
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(2) A health maintenance organi zation shall not exclude or
[imt coverage for a preexisting condition for an individual
covered under a group contract.

(3) Except as provided in subsection (5), a health mainte-
nance organi zation that has issued a nongroup contract shal
renew or continue in force the contract at the option of the
i ndi vi dual .

(4) Except as provided in subsection (5), a health mainte-
nance organi zation that has issued a group contract shall renew
or continue in force the contract at the option of the sponsor of
t he pl an.

(5) Guaranteed renewal is not required in cases of fraud,
intentional msrepresentation of material fact, |ack of payment,
if the health mai ntenance organi zation no | onger offers that par-
ticular type of coverage in the market, or if the individual or
group noves outside the service area.

(6) As used in this section, "group"” neans a group of —2
100 or nore —stubseribers— ELI G BLE EMPLOYEES AS DEFI NED | N SEC-
TI ON 3663.

CHAPTER 36A
SMALL EMPLOYER HEALTH | NSURANCE

SEC. 3663. AS USED IN TH S CHAPTER

(A) "ACTUARI AL CERTI FI CATI ON' MEANS A WRI TTEN STATEMENT
SI GNED BY A MEMBER OF THE AMERI CAN ACADEMY OF ACTUARI ES OR OTHER
| NDI VI DUAL ACCEPTABLE TO THE COWMM SSI ONER THAT A SMALL EMPLOYER
CARRIER | S I N COVMPLI ANCE W TH THE PROVI SI ONS OF SECTI ON 3667
BASED UPON THE PERSON S EXAM NATI ON AND | NCLUDI NG A REVI EW OF THE
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APPROPRI ATE RECORDS AND ACTUARI AL ASSUMPTI ONS AND METHODS USED BY
THE CARRI ER I N ESTABLI SHI NG PREM UM RATES FOR APPLI CABLE HEALTH
BENEFI T PLANS.

(B) "ADJUSTED COMMUNI TY RATING' MEANS A METHOD USED TO
DEVELOP A CARRI ER S PREM UM THAT SPREADS FI NANCI AL RI SK I N
ACCORDANCE W TH THE REQUI REMENTS | N SECTI ON 3667.

(© "AFFILIATI ON PERI OD' MEANS A PERI OD OF TI ME REQUI RED BY
A SMALL EMPLOYER CARRI ER THAT MUST EXPI RE BEFORE HEALTH | NSURANCE
COVERAGE BECOVES EFFECTI VE.

(D) "CARRI ER' MEANS AN ENTITY SUBJECT TO THE | NSURANCE LAWS
AND REGULATI ONS OF THI S STATE, OR SUBJECT TO THE JURI SDI CTI ON OF
THE COWMM SSI ONER, THAT CONTRACTS OR OFFERS TO CONTRACT TO PROG
VI DE, DELI VER, ARRANGE FOR, PAY FOR, OR REI MBURSE ANY OF THE
COSTS OF HEALTH CARE SERVI CES, | NCLUDI NG A SI CKNESS AND ACCI DENT
| NSURANCE COVPANY, A HEALTH MAI NTENANCE ORGANI ZATI ON, A NONPROFI T
HEALTH | NSURER, OR ANY OTHER ENTI TY PROVI DI NG A PLAN OF HEALTH
| NSURANCE, HEALTH BENEFI TS, OR HEALTH SERVI CES.

(E) "COBRA" MEANS THE CONSOLI DATED OVNI BUS BUDGET RECONCI LI -
ATI ON ACT OF 1985, PUBLIC LAW99-272, 100 STAT. 82.

(F) "CREDI TABLE COVERAGE' MEANS, W TH RESPECT TO AN | NDI VI D-
UAL, HEALTH BENEFI TS OR COVERAGE PROVI DED UNDER ANY OF THE
FOLLOW NG

(i) A GROUP HEALTH PLAN | NCLUDI NG COVERAGE PROVI DED TO AN
ELI G BLE SOLE PROPRI ETOR.

(i) A HEALTH BENEFI T PLAN.

(i) PART A OR PART B OF TITLE XVIII OF THE SOCI AL SECURI TY
ACT, CHAPTER 531, 49 STAT. 620, 42 U S.C. 1395c TO 1395i AND
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1395i -2 TO 1395i -5, AND 42 U.S. C. 1395 TO 1395t, 1395u TO 1395w,
AND 1395w 2 TO 1395w 4.

(iv) TITLE XI X OF THE SOClI AL SECURI TY ACT CHAPTER 531, 49
STAT. 620, 42 U.S.C. 1396 TO 1396r-6 AND 1396r-8 TO 1396v, OTHER
THAN COVERAGE CONSI STI NG SOLELY OF BENEFI TS UNDER SECTI ON 2928 OF
TITLE XI X OF THE SOCI AL SECURI TY ACT, 42 U.S.C. 1396t.

(v) CHAPTER 55 OF TITLE 10 OF THE UNI TED STATES CODE, 10
U S C 1071 TO 1110. FOR PURPOSES OF CHAPTER 55 OF TI TLE 10 OF
THE UNI TED STATES CODE, 10 U.S.C. 1071 TO 1110, "UN FORMED
SERVI CES" MEANS THE ARMED FORCES AND THE COWM SSI ONED CORPS OF
THE NATI ONAL OCEANI C AND ATMOSPHERI C ADM NI STRATI ON AND OF THE
PUBLI C HEALTH SERVI CE.

(vi) A MEDI CAL CARE PROGRAM OF THE | NDI AN HEALTH SERVI CE CR
OF A TRI BAL ORGANI ZATI ON.

(vii) A STATE HEALTH BENEFI TS RI SK POQL.

(viii) A HEALTH PLAN OFFERED UNDER THE EMPLOYEES HEALTH BEN-
EFI TS PROGRAM CHAPTER 89 OF TITLE 5 OF THE UNI TED STATES CODE, 5
U S.C. 8901 TO 8914.

(ix) A PUBLIC HEALTH PLAN, WHI CH FOR PURPOSES OF THI S CHAP-
TER MEANS A PLAN ESTABLI SHED OR MAI NTAI NED BY A STATE, COUNTY, OR
OTHER PCLI TI CAL SUBDI VI SI ON OF A STATE THAT PROVI DES HEALTH
| NSURANCE COVERAGE TO | NDI VI DUALS ENROLLED IN THE PLAN.

(x) A HEALTH BENEFI T PLAN UNDER SECTION 5(E) OF TITLE | OF
THE PEACE CORPS ACT, PUBLIC LAW87-293, 22 U.S.C. 2504.

(G "ELId BLE EMPLOYEE" MEANS AN EMPLOYEE WHO WORKS ON A
FULL-TI ME BASI S WTH A NORVAL WORKWEEK OF 30 OR MORE HOURS.

ELI G BLE EMPLOYEE | NCLUDES AN EMPLOYEE WHO WORKS ON A FULL-TI ME
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BASIS WTH A NORVAL WORKWEEK OF ANYWHERE BETWEEN AT LEAST 17.5
AND 30 HOURS, |F AN EMPLOYER SO CHOOSES AND | F THI'S ELI G BI LI TY
CRI TERI ON |'S APPLI ED UNI FORM.Y AMONG ALL OF THE EMPLOYER S
EMPLOYEES AND W THOUT REGARD TO HEALTH STATUS- RELATED FACTORS.
PERSONS COVERED UNDER A HEALTH BENEFI T PLAN PURSUANT TO COBRA ARE
NOT ELI G BLE EMPLOYEES FOR PURPOSES OF M NI MUM PARTI Cl PATI ON
REQUI REMENTS PURSUANT TO SECTI ON 3679.

(H "ELI G BLE SOLE PROPRI ETOR' MEANS A PERSON WHO |'S A SOLE
PROPRI ETOR, SOLE SHAREHOLDER, OR PARTNER I N A TRADE OR BUSI NESS
THROUGH WHI CH THE SOLE PROPRI ETOR ATTEMPTS TO EARN TAXABLE | NCOVE
AND FOR WH CH HE OR SHE HAS FI LED THE APPROPRI ATE | NTERNAL REVE-
NUE SERVI CE FORM 1040, SCHEDULE C OR F, FOR THE PREVI OUS TAXABLE
YEAR, WHO IS A RESIDENT OF THI S STATE ON THE DATE OF ENROLLMENT;
AND WHO | S ACTI VELY EMPLOYED | N THE OPERATI ON OF THE BUSI NESS,
WORKI NG AT LEAST 30 HOURS PER WEEK, AT LEAST 6 MONTHS OUT OF THE
CALENDAR YEAR.

(1) "ENROLLMENT DATE' MEANS THE DATE ON WHI CH THE GROUP CON-
TRACT GOES | NTO EFFECT.

(J) "ESTABLI SHED GEOGRAPHI C SERVI CE AREA" MEANS A GEOGRAPHI C
AREA, AS APPROVED BY THE COMM SSI ONER AND BASED ON THE CARRI ER S
CERTI FI CATE OF AUTHORI TY TO TRANSACT | NSURANCE I N THI S STATE,

W TH N WHI CH THE CARRI ER | S AUTHORI ZED TO PROVI DE COVERAGE.

(K) "FAM LY COVPCSI TI ON' MEANS ANY OF THE FOLLOW NG

(i) ENROLLEE.

(i) ENROLLEE, SPOUSE, AND CHI LDREN.

(ii)) ENROLLEE AND SPOUSE.
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(iv) ENROLLEE AND CHI LDREN.

(v) CHILD ONLY.

(1) "GENETI C | NFORMATI ON' MEANS | NFORMVATI ON ABOUT GENES,
GENE PRODUCTS, AND | NHERI TED CHARACTERI STI CS THAT MAY DERI VE FROM
THE | NDI VIDUAL OR A FAM LY MEMBER  THI'S | NCLUDES | NFORMATI ON
REGARDI NG CARRI ER STATUS AND | NFORMATI ON DERI VED FROM LABORATORY
TESTS THAT | DENTI FY MUTATI ONS | N SPECI FI C GENES OR CHROVOSOVES,
PHYSI CAL MEDI CAL EXAM NATI ONS, FAM LY HI STORIES, AND DI RECT ANAL-
YSI'S OF GENES OR CHROMOSOMES.

(M "GEOGRAPH C AREA" |'S AN AREA ESTABLI SHED BY THE SMALL
GROUP CARRI ER AND APPROVED BY THE COWM SSI ONER AND USED FOR
ADJUSTI NG THE RATES FOR A HEALTH BENEFI T PLAN.

(N) "GROUP HEALTH PLAN' MEANS AN EMPLOYEE WELFARE BENEFI T
PLAN AS DEFI NED | N SECTI ON 3(1) OF SUBTITLE A OF TITLE | OF THE
EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT OF 1974, PUBLIC LAW
93-406, 29 U.S.C. 1002, TO THE EXTENT THAT THE PLAN PROVI DES MED-
| CAL CARE AND | NCLUDI NG | TEMS AND SERVI CES PAI D FOR AS MEDI CAL
CARE TO EMPLOYEES OR THEI R DEPENDENTS AS DEFI NED UNDER THE TERMS
OF THE PLAN DI RECTLY OR THROUGH | NSURANCE, REI MBURSEMENT, OR
OTHERW SE. AS USED IN THI' S CHAPTER, ALL OF THE FOLLOW NG APPLY
TO THE TERM GROUP HEALTH PLAN:

(i) ANY PLAN, FUND, OR PROGRAM THAT WOULD NOT BE, BUT FOR
SECTI ON 2721(E) OF SUBPART 4 OF PART A OF TITLE XXVI| OF THE
PUBLI C HEALTH SERVI CE ACT, CHAPTER 373, 110 STAT. 1967, 42
U S.C. 300gg-21, AN EMPLOYEE WELFARE BENEFI T PLAN AND THAT IS
ESTABLI SHED OR MAI NTAI NED BY A PARTNERSHI P, TO THE EXTENT THAT
THE PLAN, FUND, OR PROGRAM PROVI DES MEDI CAL CARE, | NCLUDI NG | TEMS
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AND SERVI CES PAI D FOR AS MEDI CAL CARE, TO PRESENT OR FORMER
PARTNERS | N THE PARTNERSHI P, OR TO THEI R DEPENDENTS, AS DEFI NED
UNDER THE TERMS OF THE PLAN, FUND, OR PROGRAM DI RECTLY OR
THROUGH | NSURANCE, REI MBURSEMENT OR OTHERW SE, SHALL BE TREATED,
SUBJECT TO SUBPARAGRAPH (i), AS AN EMPLOYEE WELFARE BENEFI T PLAN
THAT IS A GROUP HEALTH PLAN.

(i) FOR A GROUP HEALTH PLAN, THE TERM "EMPLOYER' ALSO
| NCLUDES THE PARTNERSHI P | N RELATI ON TO ANY PARTNER

(i) FOR A GROUP HEALTH PLAN, THE TERM " PARTI Cl PANT" ALSO
| NCLUDES AN | NDI VI DUAL WHO | S, OR MAY BECOME, ELI G BLE TO RECEI VE
A BENEFI T UNDER THE PLAN, OR THE | NDI VI DUAL' S BENEFI CI ARY WHO I S,
OR MAY BECOME, ELIG BLE TO RECEI VE A BENEFI T UNDER THE PLAN, |F
I N CONNECTI ON W TH A GROUP HEALTH PLAN MAI NTAI NED BY A PARTNER-
SH P, THE INDIVIDUAL IS A PARTNER I N RELATI ON TO THE PARTNERSHI P
OR I N CONNECTI ON WTH A GROUP HEALTH PLAN MAI NTAI NED BY A
SELF- EMPLOYED | NDI VI DUAL, UNDER WH CH 1 OR MORE EMPLOYEES ARE
PARTI CI PANTS, THE I NDI VIDUAL IS THE SELF- EMPLOYED | NDI VI DUAL.

(O "HEALTH BENEFI T PLAN' MEANS A POLI CY, CONTRACT, CERTIFI -
CATE, OR AGREEMENT OFFERED BY A CARRI ER TO PROVI DE, DELI VER,
ARRANGE FOR, PAY FOR, OR REI MBURSE ANY OF THE COSTS OF HEALTH
CARE SERVI CES. EXCEPT AS OTHERW SE SPECI FI CALLY EXEMPTED IN THI S
DEFI NI TI ON, HEALTH BENEFI T PLAN | NCLUDES SHORT- TERM AND CATA-
STROPH C HEALTH | NSURANCE POLI CI ES, AND A POLI CY THAT PAYS ON A
COST- 1 NCURRED BASI S.  HEALTH BENEFI T PLAN DOES NOT | NCLUDE ANY OF
THE FOLLOW NG

(/) ACCI DENT- ONLY, CREDI T-ONLY, OR DI SABI LI TY | NCOVE
| NSURANCE; COVERAGE | SSUED AS A SUPPLEMENT TO LI ABILITY
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| NSURANCE; LI ABI LI TY | NSURANCE, | NCLUDI NG GENERAL LI ABILITY
| NSURANCE AND AUTOMOBI LE LI ABI LI TY | NSURANCE;, WORKER S COVPENSA-
TION OR SI M LAR | NSURANCE; AUTOMOBI LE MEDI CAL PAYMENT | NSURANCE;
COVERAGE FOR ON-SI TE MEDI CAL CLI NI CS; AND OTHER SI'M LAR | NSURANCE
COVERAGE, SPECI FI ED I N FEDERAL REGULATI ONS | SSUED PURSUANT TO THE
HEALTH | NSURANCE PORTABI LI TY AND ACCOUNTABI LI TY ACT OF 1996,
PUBLI C LAW 104-191, 110 STAT. 1936, UNDER VWH CH BENEFI TS FOR MED-
| CAL CARE ARE SECONDARY OR | NCI DENTAL TO OTHER | NSURANCE
BENEFI TS.

(i) |'F PROVI DED UNDER A SEPARATE PQOLI CY, CERTI FI CATE, OR
CONTRACT OF | NSURANCE OR ARE OTHERW SE NOT AN | NTEGRAL PART OF A
PLAN: LI M TED BENEFI T HEALTH | NSURANCE; LI M TED SCOPE DENTAL OR
VI SI ONS BENEFI TS; BENEFI TS FOR LONG TERM CARE, NURSI NG HOVE CARE,
HOVE HEALTH CARE, COVMUNI TY- BASED CARE, OR ANY COVBI NATI ON THERE-
OF; OR OTHER SI M LAR, LIM TED BENEFI TS SPECI FI ED | N FEDERAL REGU-
LATI ONS | SSUED PURSUANT TO THE HEALTH | NSURANCE PORTABI LI TY AND
ACCOUNTABI LI TY ACT OF 1996, PUBLIC LAW 104-191, 110 STAT. 1936.

(i) |'F THE BENEFI TS ARE PROVI DED UNDER A SEPARATE POLI CY,
CERTI FI CATE, OR CONTRACT OF | NSURANCE, THERE IS NO COORDI NATI ON
BETWEEN THE PROVI SI ON OF THE BENEFI TS AND ANY EXCLUSI ON OF BENE-
FI'TS UNDER ANY GROUP HEALTH PLAN MAI NTAI NED BY THE SAME PLAN
SPONSOR, AND THE BENEFI TS ARE PAI D W TH RESPECT TO AN EVENT W TH-
OUT REGARD TO WHETHER BENEFI TS ARE PROVI DED W TH RESPECT TO SUCH
AN EVENT UNDER ANY GROUP HEALTH PLAN MAI NTAI NED BY THE SAME PLAN
SPONSOR: COVERAGE ONLY FOR A SPECI FI ED DI SEASE OR | LLNESS OR
HOSPI TAL | NDEMNI TY OR OTHER FI XED | NDEMNI TY | NSURANCE.
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(iv) | F OFFERED AS A SEPARATE POLICY, CERTIFI CATE, OR
CONTRACT OF | NSURANCE: MEDI CARE SUPPLEMENTAL POLICY AS DEFI NED
UNDER SECTI ON 1882(g) (1) OF PART D OF TITLE XVII| OF THE SOCI AL
SECURI TY ACT; 42 U.S.C. 1395ss; COVERAGE SUPPLEMENTAL TO THE COV-
ERAGE PROVI DED UNDER CHAPTER 55 OF TITLE 10 OF THE UNI TED STATES
CODE, 10 U.S.C. 1071 TO 1110; OR SIM LAR SUPPLEMENTAL COVERAGE
PROVI DED TO COVERAGE UNDER A GROUP HEALTH PLAN.

(P) "HEALTH STATUS- RELATED FACTOR' MEANS ANY OF THE
FOLLON NG

(i) HEALTH STATUS.

(ii) MEDI CAL CONDI TI ON, | NCLUDI NG BOTH PHYSI CAL AND MENTAL
| LLNESSES.

(iii) CLAI M5 EXPERI ENCE.

(iv) RECEI PT OF HEALTH CARE.

(v) MEDI CAL Hi STORY.

(vi) GENETI C | NFORMATI ON.

(vij) EVI DENCE OF | NSURABI LI TY, | NCLUDI NG CONDI TI ONS ARI SI NG
OUT OF ACTS OF DOVESTI C VI OLENCE.

(viiiy DI SABI LI TY.

(Q "LATE ENROLLEE" MEANS AN ELI Gl BLE EMPLOYEE OR DEPENDENT
WHO REQUESTS ENROLLMENT | N A HEALTH BENEFI T PLAN OF A SMALL
EMPLOYER FOLLOW NG THE | NI TI AL ENROLLMENT PERI OD DURI NG WHI CH THE
| NDI VI DUAL |'S ENTI TLED TO ENROLL UNDER THE TERVS OF THE HEALTH
BENEFI T PLAN, PROVI DED THAT THE | NI TI AL ENROLLMENT PERIOD IS A
PERI OD OF AT LEAST 30 DAYS. LATE ENROLLEE DOES NOT | NCLUDE AN
ELI G BLE EMPLOYEE OR DEPENDENT WHO MEETS ANY OF THE FOLLOW NG
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(i) THE I NDI VI DUAL WAS COVERED UNDER CREDI TABLE COVERAGE AT
THE TIME OF THE | NI TI AL ENRCLLMENT; LOST COVERAGE UNDER
CREDI TABLE COVERAGE AS A RESULT OF CESSATI ON OF EMPLOYER CONTRI -
BUTI ON, TERM NATI ON OF EMPLOYMENT OR ELI G BI LI TY, REDUCTION I N
THE NUMBER OF HOURS OF EMPLOYMENT, | NVOLUNTARY TERM NATI ON OF
CREDI TABLE COVERAGE, OR DEATH OF A SPOUSE, DI VORCE, OR LEGAL SEP-
ARATI ON; AND THE | NDI VI DUAL REQUESTS ENRCLLMENT W THI N 30 DAYS
AFTER TERM NATI ON OF THE CREDI TABLE COVERAGE OR THE CHANGE | N
CONDI TI ONS THAT GAVE RI SE TO THE TERM NATI ON OF COVERAGE.

(i) |I'F, WHERE PROVI DED FOR | N CONTRACT OR WHERE OTHERW SE
PROVI DED I N STATE LAW THE | NDI VI DUAL ENROLLS DURI NG THE SPECI -
FI ED BONA FI DE OPEN ENROLLMENT PERI CD.

(i) I'F THE I NDI VIDUAL IS EMPLOYED BY AN EMPLOYER THAT
OFFERS MULTI PLE HEALTH BENEFI T PLANS AND THE | NDI VI DUAL ELECTS A
DI FFERENT PLAN DURI NG AN OPEN ENRCLLMENT PERI OD.

(iv) IF A COURT HAS ORDERED COVERAGE BE PROVI DED FOR A
SPOUSE OR M NOR OR DEPENDENT CHI LD UNDER A COVERED EMPLOYEE' S
HEALTH BENEFI T PLAN AND A REQUEST FOR ENROLLMENT |'S MADE W THI N
30 DAYS AFTER | SSUANCE OF THE COURT ORDER.

(v) I'F THE I NDI VI DUAL CHANGES STATUS FROM NOT BEI NG AN ELI -
G BLE EMPLOYEE TO BECOM NG AN ELI G BLE EMPLOYEE AND REQUESTS
ENROLLMENT W THI N 30 DAYS AFTER THE CHANGE | N STATUS.

(vi) I|'F THE | NDI VI DUAL HAD COVERAGE UNDER A CONTI NUATI ON
PROVI SI ON UNDER THE CONSCLI DATED OWNI BUS BUDGET RECONCI LI ATI ON
ACT OF 1985, PUBLIC LAW99-272, 100 STAT. 82, AND THE COVERAGE
UNDER THAT PROVI SI ON HAS BEEN EXHAUSTED.
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(vi) | F THE | NDI VI DUAL MEETS THE REQUI REMENTS FOR SPECI AL
ENROLLMENT PURSUANT TO SECTI ON 3677.

(R) "LIM TED BENEFI T HEALTH | NSURANCE' MEANS THAT FORM OF
COVERAGE THAT PAYS STATED PREDETERM NED AMOUNTS FOR SPECI FI C
SERVI CES OR TREATMENTS OR PAYS A STATED PREDETERM NED AMOUNT PER
DAY OR CONFI NEMENT FOR 1 OR MORE NAMED CONDI TI ONS, NAMED DI S-
EASES, OR ACCI DENTAL | NJURY.

(S) "MEDI CAL CARE" MEANS AMOUNTS PAI D FOR THE DI AGNOSI S,
CARE, M Tl GATI ON, TREATMENT, OR PREVENTI ON OF DI SEASE, OR AMOUNTS
PAI D FOR THE PURPOSE OF AFFECTI NG ANY STRUCTURE OR FUNCTI ON OF
THE BODY; TRANSPORTATI ON PRI MARI LY FOR AND ESSENTI AL TO THI S
CARE; AND | NSURANCE COVERI NG THI' S CARE.

(T) "MEDI CARE" MEANS TITLE XVIII OF THE SOCI AL SECURI TY ACT,
CHAPTER 531, 49 STAT. 620, 42 U.S.C. 1395 TO 1395b, 1395b- 2,
1395b-6 TO 1395b-7, 1395c TO 1395i, 1395i-2 TO 1395i -5, 1395j TO
1395t, 1395u TO 1395w, 1395w-2 TO 1395w 4, 1395w 21 TO 1395w 28,
1395x TO 1395yy, AND 1395bbb TO 1395ggg.

(U "PLAN SPONSOR' MEANS THAT TERM AS DEFI NED UNDER SECTI ON
3(16) (B) OF SUBTITLE A OF TITLE | OF THE EMPLOYEE RETI REMENT
| NCOVE SECURI TY ACT OF 1974, PUBLIC LAW 93-406, 29 U.S.C. 1002.

(V) "PREEXI STI NG CONDI TI ON' MEANS A CONDI TI ON, REGARDLESS OF
THE CAUSE OF THE CONDI TI ON, FOR WHI CH MEDI CAL ADVI CE, DI AGNCSI S,
CARE, OR TREATMENT WAS RECOMMENDED OR RECEI VED DURI NG THE 6
MONTHS PRECEDI NG THE ENROLLMENT DATE OF THE COVERAGE.

PREEXI STI NG CONDI TI ON DOES NOT | NCLUDE A CONDI TI ON FOR WHI CH MED-
| CAL ADVI CE, DI AGNOSI S, CARE, OR TREATMENT WAS RECOMMENDED OR
RECEI VED FOR THE FI RST TI ME WHI LE THE COVERED PERSON HELD
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CREDI TABLE COVERAGE AND THAT WAS A COVERED BENEFI T UNDER THE
PLAN, PROVI DED THAT THE PRI OR CREDI TABLE COVERAGE WAS CONTI NUOUS
TO A DATE NOT' MORE THAN 90 DAYS BEFORE THE ENROLLMENT DATE OF THE
NEW COVERAGE. CGENETI C | NFORMATI ON SHALL NOT BE TREATED AS A CON-
DI TION FOR WHI CH A PREEXI STI NG CONDI TI ON EXCLUSI ON MAY BE | MPOSED
I N THE ABSENCE OF A DI AGNOSI S OF THE CONDI TI ON RELATED TO THE
| NFORVMATI ON.

(W "PREM UM' MEANS ALL MONEY PAID BY A SMALL EMPLOYER, ELI -
G BLE EMPLOYEES, OR ELI G BLE PERSONS AS A CONDI TI ON OF RECEI VI NG
COVERAGE FROM A CARRI ER SUBJECT TO THI S CHAPTER, | NCLUDI NG ANY
FEES OR OTHER CONTRI BUTI ONS ASSOCI ATED W TH THE HEALTH BENEFI T
PLAN.

(X) "PRODUCER' OR "I NSURANCE PRODUCER' MEANS THAT TERM AS
DEFI NED | N SECTI ON 1201.

(Y) "RESTRI CTED NETWORK PROVI SI ON' MEANS ANY PROVI SI ON OF A
HEALTH BENEFI T PLAN THAT CONDI TI ONS THE PAYMENT OF BENEFI TS, IN
VWHOLE OR I N PART, ON THE USE OF HEALTH CARE PROVI DERS THAT HAVE
ENTERED | NTO A CONTRACTUAL ARRANGEMENT W TH THE CARRI ER TO PRO
VI DE HEALTH CARE SERVI CES TO COVERED | NDI VI DUALS.

(Z) "SVALL EMPLOYER' MEANS ANY PERSON THAT | S ACTI VELY
ENGAGED | N BUSI NESS THAT ON AT LEAST 50% OF | TS WORKI NG DAYS
DURI NG THE PRECEDI NG CALENDAR YEAR EMPLOYED NO MORE THAN 99 ELI -
G BLE EMPLOYEES, THE MAJORI TY OF WHOM WERE EMPLOYED W THI N THI S
STATE; 1S NOT FORMED PRI MARI LY FOR PURPOSES OF BUYI NG HEALTH
| NSURANCE; AND I N WHI CH A BONA FI DE EMPLOYER- EMPLOYEE RELATI O\
SHI P EXI STS. | N DETERM NI NG THE NUMBER OF ELI G BLE EMPLOYEES,
COVPANI ES THAT ARE AFFI LI ATED COMPANI ES, OR THAT ARE ELI G BLE TO
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FI LE A COVBI NED TAX RETURN FOR PURPCSES OF TAXATION BY THI S
STATE, SHALL BE CONSI DERED 1 EMPLOYER. AFTER THE | SSUANCE COF A
HEALTH BENEFI T PLAN TO A SMALL EMPLOYER AND FOR THE PURPOSE OF
DETERM NI NG CONTI NUED ELIG BILITY, THE SIZE OF A SMALL EMPLOYER
SHALL BE DETERM NED ANNUALLY. EXCEPT AS OTHERW SE SPECI FI CALLY
PROVI DED, PROVI SIONS OF THI S CHAPTER THAT APPLY TO A SMALL
EMPLOYER SHALL CONTI NUE TO APPLY AT LEAST UNTIL THE PLAN ANNI VER-
SARY FOLLOW NG THE DATE THE SMALL EMPLOYER NO LONGER MEETS THE
REQUI REMENTS OF THE DEFI NI TI ON OF SMALL EMPLOYER. SMALL EMPLOYER
| NCLUDES AN ELI G BLE SOLE PROPRI ETOR. SMALL EMPLOYER | NCLUDES
ANY PERSON THAT | S ACTI VELY ENGAGED | N BUSI NESS THAT ON AT LEAST
50% OF | TS WORKI NG DAYS DURI NG THE PRECEDI NG CALENDAR QUARTER
EMPLOYED A COVBI NATI ON OF NO MORE THAN 99 ELI G BLE EMPLOYEES AND
PART- TI ME EMPLOYEES, THE MAJORI TY OF WHOM WERE EMPLOYED W THI N
THI S STATE; IS NOT FORMED PRI MARI LY FOR PURPOSES OF BUYI NG HEALTH
| NSURANCE; AND I N WHI CH A BONA FI DE EMPLOYER- EMPLOYEE RELATI O\-
SHI P EXI STS.

(AA) "SMALL EMPLOYER CARRI ER" MEANS A CARRI ER THAT | SSUES OR
OFFERS TO | SSUE HEALTH BENEFI T PLANS COVERI NG ELI G BLE EMPLOYEES
OF 1 OR MORE SMALL EMPLOYERS PURSUANT TO THI S CHAPTER, REGARDLESS
OF WHETHER COVERAGE | S OFFERED THROUGH AN ASSCCI ATI ON OR TRUST OR
WHETHER THE PCLI CY OR CONTRACT | S SI TUATED OQUT OF STATE.

(BB) "WAITI NG PERI OD' MEANS, W TH RESPECT TO A GROUP HEALTH
PLAN AND AN | NDI VI DUAL WHO IS A POTENTI AL ENROLLEE | N THE PLAN,
THE PERI OD THAT MJUST PASS W TH RESPECT TO THE | NDI VI DUAL BEFORE
THE I NDI VIDUAL IS ELI G BLE TO BE COVERED FOR BENEFI TS UNDER THE
TERM5 OF THE PLAN. FOR PURPOSES OF CALCULATI NG PERI CDS OF
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CREDI TABLE COVERAGE PURSUANT TO SECTI ON 3674, A WAI TI NG PERI OD
SHALL NOT BE CONSI DERED A GAP | N COVERAGE.

SEC. 3665. TH S CHAPTER APPLI ES TO ANY HEALTH BENEFI T PLAN
THAT PROVI DES COVERAGE TO THE EMPLOYEES OF A SVMALL EMPLOYER I N
THI' S STATE | F ANY OF THE FOLLOW NG ARE MET:

(A) A PORTION CF THE PREM UM OR BENEFI TS I S PAID BY OR ON
BEHALF OF THE SMALL EMPLOYER

(B) AN ELI G BLE EMPLOYEE OR DEPENDENT | S RElI MBURSED, WHETHER
THROUGH WAGE ADJUSTMENTS OR OTHERW SE, BY OR ON BEHALF OF THE
SMALL EMPLOYER FOR A PORTI ON OF THE PREM UM

(© THE HEALTH BENEFI T PLAN | S TREATED BY THE EMPLOYER OR
ANY OF THE ELI G BLE EMPLOYEES OR DEPENDENTS AS PART OF A PLAN OR
PROGRAM FOR THE PURPOSES OF SECTI ON 106, 125, OR 162 OF THE
| NTERNAL REVENUE CODE OF 1986, 26 U.S.C. 106, 125, AND 162.

(D) THE HEALTH BENEFI T PLAN IS MARKETED TO | NDI VI DUAL
EMPLOYEES THROUGH AN EMPLOYER.

SEC. 3667. (1) PREM UM RATES FOR HEALTH BENEFI T PLANS
SUBJECT TO THI S CHAPTER ARE SUBJECT TO ALL OF THE FOLLOW NG

(A) THE SMALL EMPLOYER CARRI ER SHALL DEVELOP | TS RATES BASED
ON AN ADJUSTED COVMUNI TY RATE AND MAY ONLY VARY THE ADJUSTED COW
MUNI TY RATE FOR GEOGRAPHI C AREA, FAM LY COWPCSI TI ON, AND AGE.

(B) THE ADJUSTMENT FOR AGE PURSUANT TO SUBDI VI SI ON (A) SHALL
NOT USE AGE BRACKETS SMALLER THAN 5- YEAR | NCREMENTS. THE AGE
BRACKETS SHALL NOT BEG N BEFORE AGE 20 AND SHALL END W TH AGE
65.

(© A SMALL EMPLOYER CARRI ER MAY CHARGE THE LOWEST ALLOWABLE
ADULT RATE FOR CHI LD ONLY COVERAGE.
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(D) A SMALL EMPLOYER CARRI ER MAY DEVELOP SEPARATE RATES FOR
| NDI VI DUALS AGE 65 OR OLDER FOR COVERAGE FOR VWHI CH MEDI CARE | S
THE PRI MARY PAYER AND COVERAGE FOR WHI CH MEDI CARE |'S NOT' THE PRI -
MARY PAYER.  BOTH RATES ARE OTHERW SE SUBJECT TO THI S
SUBSECTI ON.

(E) EFFECTIVE 5 YEARS AFTER THE EFFECTI VE DATE OF TH S CHAP-
TER, THE ADJUSTMENTS FOR AGE PURSUANT TO SUBDI VI SI ON (A) SHALL
NOT RESULT IN A RATE PER ENROLLEE FOR THE HEALTH BENEFI T PLAN OF
MORE THAN 200% OF THE LOWEST RATE FOR ALL ADULT AGE GROUPS.
DURI NG THE FI RST 2 YEARS AFTER THE EFFECTI VE DATE OF THI S CHAP-
TER, THE PERM TTED RATES FOR ANY AGE GROUP SHALL BE NO MORE THAN
400% OF THE LOWEST RATE FOR ALL ADULT AGE GROUPS, AND EFFECTI VE 2
YEARS AFTER THE EFFECTI VE DATE OF THI S CHAPTER, THE PERM TTED
RATES FOR ANY ACE GROUP SHALL BE NO MORE THAN 300% OF THE LOWEST
RATE FOR ALL ADULT AGE GROUPS.

(2) THE PREM UM CHARCGED FOR A HEALTH BENEFI T PLAN SHALL NOT
BE ADJUSTED MORE FREQUENTLY THAN ANNUALLY EXCEPT THAT THE RATES
MAY BE CHANGED TO REFLECT CHANGES TO THE ENROLLMENT OF THE SMALL
EMPLOYER, CHANGES TO THE FAM LY COWPOSI TI ON OF THE EMPLOYEE OR
ELI G BLE PERSON, OR CHANGES TO THE HEALTH BENEFI T PLAN REQUESTED
BY THE SMALL EMPLOYER

(3) RATING FACTORS SHALL PRODUCE PREM UMS FOR | DENTI CAL
GROUPS THAT DI FFER ONLY BY THE AMOUNTS ATTRI BUTABLE TO HEALTH
PLAN DESI GN AND DO NOT REFLECT DI FFERENCES DUE TO THE NATURE OF
THE GROUPS ASSUMED TO SELECT PARTI CULAR HEALTH BENEFI T PLANS.

SEC. 3669. | N CONNECTION W TH THE OFFERI NG FOR SALE OF A
HEALTH BENEFI T PLAN TO A SMALL EMPLOYER, A SMALL EMPLOYER CARRI ER
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SHALL MAKE A REASONABLE DI SCLOSURE, AS PART OF I TS SOLI Cl TATI ON
AND SALES MATERI ALS, OF ALL OF THE FOLLOW NG

(A) THE PROVI SI ONS OF THE HEALTH BENEFI T PLAN CONCERNI NG THE
SMALL EMPLOYER CARRIER S RI GHT TO CHANGE PREM UM RATES AND THE
FACTORS, OTHER THAN CLAI M EXPERI ENCE, THAT AFFECT CHANGES | N PRE-
M UM RATES.

(B) THE PROVI SI ONS RELATI NG TO RENEWABI LI TY OF POLI CI ES AND
CONTRACTS.

(©) THE PROVI SI ONS RELATI NG TO ANY PREEXI STI NG CONDI Tl ON
PROVI SI ON.

(D) A LISTING OF, AND DESCRI PTI VE | NFORVATI ON | NCLUDI NG BEN-
EFI TS AND PREM UMs ABOUT, ALL BENEFI T PLANS FOR WH CH THE SMALL
EMPLOYER |'S QUALI FI ED.

SEC. 3671. (1) EACH SMALL EMPLOYER CARRI ER SHALL MAI NTAI N
AT I'TS PRI NCI PAL PLACE OF BUSI NESS A COVPLETE AND DETAI LED
DESCRI PTI ON OF | TS RATI NG PRACTI CES AND RENEWAL UNDERWRI TI NG
PRACTI CES, | NCLUDI NG | NFORVATI ON AND DOCUMENTATI ON THAT DEMON-
STRATE THAT | TS RATI NG METHODS AND PRACTI CES ARE BASED UPON COW
MONLY ACCEPTED ACTUARI AL ASSUMPTI ONS AND ARE | N ACCORDANCE W TH
SOUND ACTUARI AL PRI NCI PLES.

(2) EACH SMALL EMPLOYER CARRI ER THAT IS NOT REQUI RED TO FI LE
SMALL GROUP RATES FOR APPROVAL BY THE COWM SSI ONER SHALL FI LE
W TH THE COVM SSI ONER ANNUALLY ON OR BEFORE MARCH 15 AN ACTUARI AL
CERTI FI CATI ON CERTI FYI NG THAT THE CARRIER I'S I N COVPLI ANCE W TH
TH S CHAPTER AND THAT THE RATI NG METHODS OF THE SMALL EMPLOYER
CARRI ER ARE ACTUARI ALLY SOUND. THE CERTI FI CATI ON SHALL BE IN A
FORM AND MANNER, AND SHALL CONTAI N SUCH | NFORVATI ON, AS SPECI FI ED
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BY THE COW SSI ONER. A COPY OF THE CERTI FI CATI ON SHALL BE
RETAI NED BY THE SMALL EMPLOYER CARRI ER AT | TS PRI NCl PAL PLACE OF
BUSI NESS.

SEC. 3673. A SMALL EMPLOYER CARRI ER SHALL RENEW SMALL
EMPLOYER HEALTH BENEFI T PLANS AS PROVI DED | N SECTI ONS 2213B AND
3539 EXCEPT THAT A SMALL EMPLOYER CARRI ER MAY NONRENEW A SMALL
EMPLOYER HEALTH BENEFI T PLAN FOR EI THER OF THE FOLLOW NG

(A) NONCOWPLI ANCE WTH THE CARRIER' S M NI MUM PARTI Cl PATI ON
REQUI REMENTS.

(B) NONCOWVPLI ANCE W TH THE CARRI ER S EMPLOYER CONTRI BUTI ON
REQUI REMENTS.

SEC. 3674. A PERI OD OF CREDI TABLE COVERAGE SHALL NOT BE
COUNTED FOR ENROLLMENT OF AN | NDI VI DUAL UNDER A GROUP HEALTH PLAN
| F, AFTER THI S PERI OD AND BEFORE THE ENRCLLMENT DATE, THERE WAS A
90- DAY PERI OD DURI NG ALL OF WHI CH THE | NDI VI DUAL WAS NOT COVERED
UNDER ANY CREDI TABLE COVERAGE.

SEC. 3675. (1) EVERY SMALL EMPLOYER CARRI ER SHALL, AS A
CONDI TI ON OF TRANSACTI NG BUSI NESS I N THI S STATE W TH SMALL
EMPLOYERS, ACTIVELY OFFER TO SMALL EMPLOYERS ALL HEALTH BENEFI T
PLANS | T ACTI VELY MARKETS TO SMALL EMPLOYERS IN THI S STATE. A
SVMALL EMPLOYER CARRI ER SHALL BE CONSI DERED TO BE ACTI VELY MARKET-
I NG A HEALTH BENEFI T PLAN I F | T OFFERS THAT PLAN TO A SNVALL
EMPLOYER NOT CURRENTLY RECEI VI NG A HEALTH BENEFI T PLAN FROM THAT
SMALL EMPLOYER CARRI ER. A SMALL EMPLOYER CARRI ER SHALL | SSUE ANY
HEALTH BENEFI T PLAN TO ANY ELI G BLE SMALL EMPLOYER THAT APPLI ES
FOR THE PLAN AND AGREES TO MAKE THE REQUI RED PREM UM PAYMENTS AND
TO SATI SFY THE OTHER REASONABLE PROVI SI ONS OF THE HEALTH BENEFI T
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PLAN NOT | NCONSI STENT WTH THI' S CHAPTER. A SMALL EMPLOYER
CARRI ER SHALL NOT OFFER OR SELL TO SMALL EMPLOYERS A HEALTH BENE-
FI'T PLAN THAT EXCLUDES OR LIM TS COVERAGE FOR A PREEXI STI NG CON-
DI TI ON EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON ( 3).

(2) A SMALL EMPLOYER CARRIER I S NOT REQUI RED TO | SSUE A
HEALTH BENEFI T PLAN TO AN ELI G BLE SOLE PROPRI ETOR WHO | S COVERED
BY, OR IS ELI A BLE FOR COVERAGE UNDER, A HEALTH BENEFI T PLAN
OFFERED BY AN EMPLOYER.

(3) A SMALL EMPLOYER CARRI ER MAY OFFER AND SELL A HEALTH
BENEFI T PLAN TO AN ELI G BLE SOLE PROPRI ETOR THAT EXCLUDES OR
LIMTS COVERAGE FOR A PREEXI STI NG CONDI TI ON AS PROVIDED IN TH' S
SUBSECTI ON. A HEALTH BENEFI T PLAN COVERI NG AN ELI G BLE SOLE PROG
PRI ETOR SHALL NOT DENY, EXCLUDE, OR LIMT BENEFI TS FOR A COVERED
| NDI VI DUAL FOR LOSSES | NCURRED MORE THAN 6 MONTHS FOLLOW NG THE
ENROLLMENT DATE OF THE | NDI VI DUAL' S COVERAGE DUE TO A PREEXI STI NG
CONDI TI ON, OR THE FI RST DATE OF THE WAI TI NG PERI OD FOR ENROLLMENT
| F THAT DATE | S EARLI ER THAN THE ENROLLMENT DATE. A HEALTH BENE-
FI'T PLAN SHALL NOT DEFI NE A PREEXI STI NG CONDI TI ON MORE RESTRI C-

TI' VELY THAN AS DEFI NED I N SECTI ON 3663.

(4) A SMALL EMPLOYER CARRI ER SHALL REDUCE THE PERI CD OF ANY
PREEXI STI NG CONDI TI ON EXCLUSI ON ALLOWED UNDER SUBSECTI ON ( 3)

W THOUT REGARD TO THE SPECI FI C BENEFI TS COVERED DURI NG THE PERI OD
OF CREDI TABLE COVERAGE BY THE AGGREGATE OF THE PERI OD OF CREDI T-
ABLE COVERAGE, PROVI DED THAT THE LAST PERI OD OF CREDI TABLE COVER-
AGE ENDED ON A DATE NOT MORE THAN 90 DAYS BEFORE THE ENROLLMENT
DATE OF NEW COVERAGE. THE AGGREGATE PERI OD OF CREDI TABLE
COVERAGE SHALL NOT | NCLUDE ANY WAI TI NG PERI GD OR AFFI LI ATI ON
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PERI OD FOR THE EFFECTI VE DATE OF THE NEW COVERAGE APPLI ED BY THE
EMPLOYER OR THE CARRI ER, OR FOR THE NORMAL APPLI CATI ON AND
ENROLLMENT PROCESS FOLLOW NG EMPLOYMENT OR OTHER TRI GGERI NG EVENT
FOR ELI G BILITY.

(5) I'F APPLI ED UNI FORMLY TO ALL EMPLOYEES OF THE SMALL
EMPLOYER AND W THOUT REGARD TO ANY HEALTH STATUS- RELATED FACTOR,
A SMALL EMPLOYER CARRI ER MAY | MPOSE FOR HEALTH PLANS OFFERED TO
ALL SMALL EMPLOYERS OTHER THAN SOLE PROPRI ETORS AN AFFI LI ATI ON
PERI OD THAT DOES NOT EXCEED 60 DAYS FOR NEW ENTRANTS AND DOES NOT
EXCEED 90 DAYS FOR LATE ENROLLEES AND FOR WHI CH THE CARRI ER
CHARGES NO PREM UMS AND THE COVERAGE | SSUED | S NOT EFFECTI VE.

(6) A SMALL EMPLOYER CARRI ER SHALL NOT OFFER OR SELL TO
SVMALL EMPLOYERS A HEALTH BENEFI T PLAN THAT CONTAI NS A WAI TI NG
PERI OD APPLI CABLE TO NEW ENROLLEES OR LATE ENROLLEES.

(7) A HEALTH BENEFI T PLAN OFFERED TO A SMALL EMPLOYER BY A
SMALL EMPLOYER CARRI ER SHALL PROVI DE FOR THE ACCEPTANCE OF LATE
ENROLLEES SUBJECT TO THI S CHAPTER.

(8) A SMALL EMPLOYER CARRI ER SHALL NOT | MPOSE A PREEXI STI NG
CONDI TI ON EXCLUSI ON THAT RELATES TO PREGNANCY AS A PREEXI STI NG
CONDI TION OR WTH REGARD TO A CHI LD WHO I S COVERED UNDER ANY
CREDI TABLE COVERAGE W THI N 30 DAYS OF BI RTH, ADOPTI ON, OR PLACE-
MENT FOR ADOPTI ON, PROVI DED THAT THE CHI LD DCOES NOT EXPERI ENCE A
SI GNI FI CANT BREAK | N COVERAGE AND PROVI DED THAT THE CHI LD WAS
ADOPTED OR PLACED FOR ADOPTI ON BEFORE ATTAI NI NG 18 YEARS OF AGE.

(9) A SMALL EMPLOYER CARRI ER SHALL NOT | MPOSE A PREEXI STI NG
CONDI TI ON EXCLUSI ON FOR A CONDI TI ON FOR WHI CH MEDI CAL ADVI CE,

DI AGNOSI S, CARE, OR TREATMENT WAS RECOVMENDED OR RECEI VED FOR THE
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FI RST TI ME WH LE THE COVERED PERSON HELD CREDI TABLE COVERAGE, AND
THE MEDI CAL ADVI CE, DI AGNCSI S, CARE, OR TREATMENT WAS A COVERED
BENEFI T UNDER THE PLAN, PROVI DED THAT THE CREDI TABLE COVERAGE WAS
CONTI NUOUS TO A DATE NOT MORE THAN 90 DAYS BEFCORE THE ENRCLLMENT
DATE OF THE NEW COVERAGE.

SEC. 3677. (1) A SMALL EMPLOYER CARRI ER SHALL PERM T AN
EMPLOYEE OR A DEPENDENT OF THE EMPLOYEE, WHO IS ELI G BLE, BUT NOT
ENROLLED, TO ENROLL FOR COVERAGE UNDER THE TERMS OF THE SMALL
EMPLOYER GROUP HEALTH PLAN DURI NG A SPECI AL ENROLLMENT PERI OD | F
ALL OF THE FOLLOW NG APPLY:

(A) THE EMPLOYEE OR DEPENDENT WAS COVERED UNDER A GROUP
HEALTH PLAN OR HAD COVERAGE UNDER A HEALTH BENEFI T PLAN AT THE
TI ME COVERAGE WAS PREVI QUSLY OFFERED TO THE EMPLOYEE OR
DEPENDENT.

(B) THE EMPLOYEE STATED I N WRI TI NG AT THE Tl ME COVERAGE WAS
PREVI QUSLY OFFERED THAT COVERAGE UNDER A GROUP HEALTH PLAN OR
OTHER HEALTH BENEFI T PLAN WAS THE REASON FOR DECLI NI NG ENROLL-
MENT, BUT ONLY | F THE PLAN SPONSOR OR CARRI ER, | F APPLI CABLE,
REQUI RED SUCH A STATEMENT AT THE TI ME COVERAGE WAS PREVI QUSLY
OFFERED AND PROVI DED NOTI CE TO THE EMPLOYEE OF THE REQUI REMENT
AND THE CONSEQUENCES OF THE REQUI REMENT AT THAT TI ME.

(© THE EMPLOYEE' S OR DEPENDENT' S COVERAGE DESCRI BED | N SUB-
DI VISION (A) WAS EI THER UNDER A COBRA CONTI NUATI ON PROVI SI ON AND
THAT COVERAGE HAS BEEN EXHAUSTED OR WAS NOT UNDER A COBRA CONTI N-
UATI ON PROVI SI ON AND THAT OTHER COVERAGE HAS BEEN TERM NATED AS A
RESULT OF LOSS OF ELIG BI LI TY FOR COVERAGE, | NCLUDI NG BECAUSE OF
A LEGAL SEPARATI ON, DI VORCE, DEATH, TERM NATI ON OF EMPLOYMENT, OR
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REDUCTI ON | N THE NUMBER OF HOURS OF EMPLOYMENT OR EMPLOYER
CONTRI BUTI ONS TOMRD THAT OTHER COVERAGE HAVE BEEN TERM NATED.
I N El THER CASE, UNDER THE TERMS OF THE GROUP HEALTH PLAN, THE
EMPLOYEE MUST REQUEST ENROLLMENT NOT LATER THAN 30 DAYS AFTER THE
DATE OF EXHAUSTI ON OF COVERAGE OR TERM NATI ON OF COVERAGE OR
EMPLOYER CONTRI BUTION. | F AN EMPLOYEE REQUESTS ENRCLLMENT PURSU-
ANT TO THI'S SUBDI VI SI ON, THE ENROLLMENT | S EFFECTI VE NOT LATER
THAN THE FI RST DAY OF THE FI RST CALENDAR MONTH BEG NNI NG AFTER
THE DATE THE COMPLETED REQUEST FOR ENRCLLMENT | S RECEI VED.

(2) A SMALL EMPLOYER CARRI ER THAT MAKES DEPENDENT COVERAGE
AVAI LABLE UNDER A GROUP HEALTH PLAN SHALL PROVI DE FOR A DEPENDENT
SPECI AL ENROLLMENT PERI GD DURI NG WHI CH THE PERSON MAY BE ENROLLED
UNDER THE GROUP HEALTH PLAN AS A DEPENDENT OF THE | NDI VI DUAL OR,
| F NOT OTHERW SE ENRCLLED, THE | NDI VI DUAL MAY BE ENROLLED UNDER
THE GROUP HEALTH PLAN AND, | N THE CASE OF THE Bl RTH OR ADOPTI ON
OF A CH LD, THE SPOUSE COF THE | NDI VI DUAL MAY BE ENROLLED AS A
DEPENDENT OF THE | NDI VIDUAL | F THE SPOUSE | S OTHERW SE ELI G BLE
FOR COVERAGE. THI S SUBSECTI ON APPLI ES ONLY | F BOTH OF THE FOL-
LOW NG OCCUR

(A) THE INDI VIDUAL |'S A PARTI Cl PANT UNDER THE HEALTH BENEFI T
PLAN OR HAS MET ANY AFFI LI ATI ON PERI OD APPLI CABLE TO BECOM NG A
PARTI CI PANT UNDER THE PLAN AND |'S ELI G BLE TO BE ENROLLED UNDER
THE PLAN, BUT FOR A FAI LURE TO ENROLL DURI NG A PREVI QUS ENROLL-
MENT PERI OD

(B) THE PERSON BECOVES A DEPENDENT OF THE | NDI VI DUAL THROUGH
MARRI ACE, BI RTH, OR ADOPTI ON OR PLACEMENT FOR ADOPTI ON.
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(3) THE DEPENDENT SPECI AL ENROLLMENT PERI OD UNDER SUBSECTI ON
(2) FOR INDI VI DUALS SHALL BE A PERI OD OF NOT LESS THAN 30 DAYS
AND BEG NS ON THE LATER OF THE DATE DEPENDENT COVERAGE | S MADE
AVAI LABLE OR THE DATE OF THE MARRI AGE, BI RTH, OR ADOPTI ON OR
PLACEMENT FOR ADOPTION. | F AN | NDI VI DUAL SEEKS TO ENROLL A
DEPENDENT DURI NG THE FI RST 30 DAYS OF THE DEPENDENT SPECI AL
ENROLLMENT PERI OD UNDER SUBSECTI ON (2), THE COVERAGE OF THE
DEPENDENT SHALL BE EFFECTI VE AS FOLLOWSE:

(A) FOR MARRI ACE, NOT LATER THAN THE FI RST DAY OF THE FI RST
MONTH BEG NNI NG AFTER THE DATE THE COMPLETED REQUEST FOR ENRCLL-
MENT | S RECEI VED.

(B) FOR A DEPENDENT' S Bl RTH, AS OF THE DATE OF BI RTH.

(C©) FOR A DEPENDENT' S ADOPTI ON OR PLACEMENT FOR ADOPTI ON,
THE DATE OF THE ADOPTI ON OR PLACEMENT FOR ADOPTI ON.

SEC. 3679. (1) EXCEPT AS PROVIDED IN TH S SECTI ON, REQUI RE-
MENTS USED BY A SMALL EMPLOYER CARRI ER | N DETERM NI NG WHETHER TO
PROVI DE COVERAGE TO A SMALL EMPLOYER SHALL BE APPLI ED UNI FORMLY
AMONG ALL SMALL EMPLOYERS APPLYI NG FOR COVERAGE OR RECEI VI NG COv-
ERAGE FROM THE SVMALL EMPLOYER CARRI ER

(2) A SMALL EMPLOYER CARRI ER SHALL NOT REQUI RE A M NI MUM
PARTI ClI PATI ON LEVEL GREATER THAN 100% OF ELI G BLE EMPLOYEES WORK-
I NG FOR GROUPS OF 3 OR FEWER EMPLOYEES OR GREATER THAN 75% OF
ELI G BLE EMPLOYEES WORKI NG FOR GROUPS W TH MORE THAN 3
EMPLOYEES.

(3) I'N APPLYI NG M NI MUM PARTI CI PATI ON REQUI REMENTS W TH
RESPECT TO A SMALL EMPLOYER, A SMALL EMPLOYER CARRI ER SHALL NOT
CONSI DER EMPLOYEES OR DEPENDENTS WHO HAVE CREDI TABLE COVERAGE | N
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DETERM NI NG WHETHER THE APPLI CABLE PERCENTAGE OF PARTI ClI PATION IS
MET. | N APPLYI NG M NI MUM PARTI Cl PATI ON REQUI REMENTS W TH RESPECT
TO A SMALL EMPLOYER, A SMALL EMPLOYER CARRI ER SHALL ONLY CONSI DER
THOSE EMPLOYEES WHO DO NOT HAVE OTHER GROUP COVERAGE AVAI LABLE
THROUGH THEI R SPOUSE OR EMPLOYEES WHO HAVE SELECTED ANOTHER
HEALTH BENEFI T PLAN OFFERED BY THEI R EMPLOYER | F THE EMPLOYER
ALLONS EMPLOYEES THE CHO CE OF MORE THAN 1 HEALTH BENEFI T PLAN.

(4) A SMALL EMPLOYER CARRI ER SHALL NOT | NCREASE ANY REQUI RE-
MENT FOR M NI MUM EMPLOYEE PARTI Cl PATI ON OR MCODI FY ANY REQUI REMENT
FOR M NI MUM EMPLOYER CONTRI BUTI ON APPLI CABLE TO A SMALL EMPLOYER
AT ANY TI ME AFTER THE SMALL EMPLOYER HAS BEEN ACCEPTED FOR
COVERAGE.

SEC. 3681. (1) IF A SMALL EMPLOYER CARRI ER OFFERS COVERAGE
TO A SMALL EMPLOYER, THE SMALL EMPLOYER CARRI ER SHALL OFFER COvV-
ERAGE TO ALL OF THE ELI G BLE EMPLOYEES OF A SMALL EMPLOYER AND
THEI R DEPENDENTS WHO APPLY FOR ENROLLMENT DURI NG THE PERI OD I N
VWH CH THE EMPLOYEE FI RST BECOMVES ELI G BLE TO ENROLL UNDER THE
TERM5 OF THE PLAN. A SMALL EMPLOYER CARRI ER SHALL NOT OFFER COV-
ERAGE TO ONLY CERTAI N | NDI VI DUALS OR DEPENDENTS I N A SMALL
EMPLOYER GROUP OR TO ONLY PART OF THE GROUP.

(2) A SMALL EMPLOYER CARRI ER SHALL NOT PLACE ANY RESTRI CTI ON
| N REGARD TO ANY HEALTH STATUS- RELATED FACTOR ON AN ELI G BLE
EMPLOYEE OR DEPENDENT W TH RESPECT TO ENROLLMENT OR PLAN
PARTI CI PATI ON.

(3) EXCEPT AS PERM TTED UNDER SECTI ON 3675(3), A SMALL
EMPLOYER CARRI ER SHALL NOT MODI FY A HEALTH BENEFI T PLAN FOR A
SMALL EMPLOYER OR ANY ELI G BLE EMPLOYEE OR DEPENDENT, THROUGH
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RI DERS OR ENDORSEMENTS, OR OTHERW SE, THAT RESTRI CT OR EXCLUDE
COVERAGE OR BENEFI TS FOR SPECI FI C DI SEASES, MEDI CAL CONDI TI ONS,
OR SERVI CES OTHERW SE COVERED BY THE PLAN

SEC. 3683. (1) A SMALL EMPLOYER CARRIER I S NOT REQUI RED TO
OFFER COVERAGE TO A SMALL EMPLOYER | F THE SMALL EMPLOYER |'S NOT
PHYSI CALLY LOCATED I N THE CARRI ER S ESTABLI SHED GEOCGRAPHI C SERV-
| CE AREA. A SMALL EMPLOYER CARRI ER SHALL APPLY THI S SUBSECTI ON
UNI FORMLY TO ALL SMALL EMPLOYERS W THOUT REGARD TO THE CLAI M5
EXPERI ENCE OF A SMALL EMPLOYER AND | TS EMPLOYEES AND THEI R DEPEN-
DENTS OR ANY HEALTH STATUS- RELATED FACTOR RELATI NG TO SUCH
EMPLOYEES AND THEI R DEPENDENTS.

(2) A SMALL EMPLOYER CARRIER | S NOT REQUI RED TO PROVI DE COv-
ERAGE TO SMALL EMPLOYERS | F FOR ANY PERI OD OF TI ME THE COW S-
SI ONER DETERM NES THE SMALL EMPLOYER CARRI ER DOES NOT HAVE THE
FI NANCI AL RESERVES NECESSARY TO UNDERWRI TE ADDI TI ONAL COVERAGE
AND THE SMALL EMPLOYER CARRIER IS APPLYI NG TH S SUBSECTI ON UNI -
FORMLY TO ALL SMALL EMPLOYERS I N THE SMALL GROUP MARKET, CONSI S-
TENT W TH APPLI CABLE STATE LAW AND W THOUT REGARD TO THE CLAI M5
EXPERI ENCE OF A SMALL EMPLOYER AND | TS EMPLOYEES AND THEI R DEPEN-
DENTS OR ANY HEALTH STATUS- RELATED FACTOR RELATI NG TO SUCH
EMPLOYEES AND THEI R DEPENDENTS. A SMALL EMPLOYER CARRI ER THAT
DENI ES COVERAGE UNDER THI S SUBSECTI ON SHALL NOT OFFER COVERAGE I N
THE SMALL GROUP MARKET FOR THE LATER OF A PERI OD OF 180 DAYS
AFTER THE DATE THE COVERAGE IS DENIED OR UNTIL THE SMALL EMPLOYER
CARRI ER HAS DEMONSTRATED TO THE COWM SSI ONER THAT | T HAS SUFFI -
Cl ENT FI NANCI AL RESERVES TO UNDERWRI TE ADDI TI ONAL COVERAGE
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(3) A SMALL EMPLOYER CARRI ER IS NOT REQUI RED TO PROVI DE NEW
COVERACGE TO SMALL EMPLOYERS | F THE SMALL EMPLOYER CARRI ER ELECTS
NOT TO OFFER NEW COVERAGE TO SMALL EMPLOYERS I N THI S STATE.
HOWNEVER, A SMALL EMPLOYER CARRI ER THAT ELECTS NOT TO OFFER NEW
COVERACGE TO SMALL EMPLOYERS UNDER THI S SUBSECTI ON REMAI NS SUBJECT
TO SECTI ONS 2213B AND 3539. A SMALL EMPLOYER CARRI ER THAT ELECTS
NOT TO OFFER NEW COVERAGE TO SMALL EMPLOYERS SHALL PROVI DE NOTI CE
OF I TS ELECTION TO THE COW SSI ONER AND SHALL NOT WRI TE NEW BUSI -
NESS I N THE SMALL EMPLOYER MARKET IN THI S STATE FOR A PERIOD OF 5
YEARS BEG NNI NG ON THE DATE THE CARRI ER CEASED OFFERI NG NEW COvV-
ERAGE IN THI S STATE.

SEC. 3687. (1) A SMALL EMPLOYER CARRI ER SHALL PROVI DE WRI T-
TEN CERTI FI CATI ON OF CREDI TABLE COVERAGE TO | NDI VI DUALS AS
FOLLOWG:

(A) AT THE TI ME AN | NDI VI DUAL CEASES TO BE COVERED UNDER THE
HEALTH BENEFI T PLAN OR OTHERW SE BECOVES COVERED UNDER A COBRA
CONTI NUATI ON PROVI SI ON.

(B) FOR AN I NDI VI DUAL WHO BECOVES COVERED UNDER A COBRA CON-
TI NUATI ON PROVI SI ON, AT THE TI ME THE | NDI VI DUAL CEASES TO BE COv-
ERED UNDER THAT PROVI S| ON.

(C AT THE TIME A REQUEST IS MADE ON BEHALF OF AN | NDI VI DUAL
| F THE REQUEST |'S MADE NOT LATER THAN 24 MONTHS AFTER THE DATE OF
CESSATI ON OF COVERAGE DESCRI BED IN SUBDI VISION (A) OR (B), WH CH
EVER | S LATER

(2) A SVMALL EMPLOYER CARRI ER MAY PROVI DE THE CERTI FI CATI ON
OF CREDI TABLE COVERAGE REQUI RED UNDER SUBSECTI ON (1) (A) AT A TIME
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CONSI STENT W TH NOTI CES REQUI RED UNDER ANY APPLI CABLE COBRA
CONTI NUATI ON PROVI SI ON

(3) THE CERTI FI CATE OF CREDI TABLE COVERAGE REQUI RED TO BE
PROVI DED UNDER SUBSECTI ON (1) SHALL CONTAIN BOTH OF THE
FOLLOW NG.

(A) WRI TTEN CERTI FI CATI ON OF THE PERI OD OF CREDI TABLE COVER-
AGE OF THE | NDI VI DUAL UNDER THE HEALTH BENEFI T PLAN AND THE COvV-
ERAGE, | F ANY, UNDER THE APPLI CABLE COBRA CONTI NUATI ON
PROVI SI ON

(B) THE WAITING PERI OD, | F ANY, AND, |IF APPLI CABLE, AFFI LI A-
TI ON PERI CD | MPOSED W TH RESPECT TO THE | NDI VI DUAL FOR ANY COVER-
AGE UNDER THE HEALTH BENEFI T PLAN.

(4) TO THE EXTENT MEDI CAL CARE UNDER A GROUP HEALTH PLAN
CONSI STS OF GROUP HEALTH | NSURANCE COVERAGE, THE PLAN HAS SATI S-
FI ED THE CERTI FI CATI ON REQUI REMENT UNDER SUBSECTION (1) IF THE
HEALTH CARRI ER OFFERI NG THE COVERAGE PROVI DES FOR CERTI FI CATI ON
| N ACCORDANCE W TH SUBSECTI ON (1) .

(5) I'F AN I NDI VI DUAL ENROLLS IN A GROUP HEALTH PLAN THAT
USES THE ALTERNATI VE METHOD OF COUNTI NG CREDI TABLE COVERAGE PUR-
SUANT TO SECTI ON 3675 AND THE | NDI VI DUAL PROVI DES A CERTI FI CATE
OF COVERAGE THAT WAS PROVI DED TO THE | NDI VI DUAL PURSUANT TO SUB-
SECTION (1), ON REQUEST OF THE GROUP HEALTH PLAN, THE ENTITY THAT
| SSUED THE CERTI FI CATI ON TO THE | NDI VI DUAL SHALL PROWPTLY DI S-
CLOSE TO THE GROUP HEALTH PLAN | NFORMATI ON ON THE CLASSES AND
CATEGORI ES OF HEALTH BENEFI TS AVAI LABLE UNDER THE ENTI TY'S HEALTH
BENEFI T PLAN. THE ENTITY PROVI DI NG TH S | NFORMATI ON MAY CHARGE
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THE REQUESTI NG GROUP HEALTH PLAN THE REASONABLE COST OF
DI SCLOSI NG THE | NFORMATI ON.

SEC. 3689. (1) SUBJECT TO SECTI ON 3675(1) AND (2), EACH
SMALL EMPLOYER CARRI ER SHALL ACTI VELY MARKET ALL HEALTH BENEFI T
PLANS SOLD BY THE CARRI ER TO ELI G BLE SMALL EMPLOYERS | N THE
STATE.

(2) EXCEPT AS PROVI DED | N SUBSECTI ON (3), A SMALL EMPLOYER
CARRI ER OR PRODUCER SHALL NOT, DI RECTLY OR | NDI RECTLY, DO ANY OF
THE FOLLOW NG

(A) ENCOURAGE OR DI RECT SMALL EMPLOYERS OR | NDI VI DUALS TO
REFRAI N FROM FI LI NG AN APPLI CATI ON FOR COVERAGE W TH THE SMALL
EMPLOYER CARRI ER BECAUSE OF ANY HEALTH STATUS- RELATED FACTOR
| NDUSTRY, OCCUPATI ON, OR GEOGRAPHI C LOCATI ON OF THE SMALL
EMPLOYER OR | NDI VI DUAL.

(B) ENCOURAGE OR DI RECT SMALL EMPLOYERS OR | NDI VI DUALS TO
SEEK COVERAGE FROM ANOTHER CARRI ER BECAUSE OF ANY HEALTH
STATUS- RELATED FACTOR, | NDUSTRY, OCCUPATI ON, OR GEOGRAPHI C LOCA-
TION OF THE SMALL EMPLOYER OR | NDI VI DUAL.

(3) SUBSECTI ON (2) DOES NOT APPLY W TH RESPECT TO | NFORMA-

TI ON PROVI DED BY A SMALL EMPLOYER CARRI ER OR PRODUCER TO A SMALL
EMPLOYER REGARDI NG THE ESTABLI SHED GEOGRAPHI C SERVI CE AREA OR A
RESTRI CTED NETWORK PROVI SION OF A SMALL EMPLOYER CARRI ER

(4) A SMALL EMPLOYER CARRI ER SHALL NOT, DI RECTLY OR | NDI -
RECTLY, ENTER | NTO ANY CONTRACT, AGREEMENT, OR ARRANGEMENT W TH A
PRODUCER THAT PROVI DES FOR OR RESULTS | N THE COMPENSATI ON PAI D TO
A PRODUCER FOR THE SALE OF A HEALTH BENEFI T PLAN TO BE VARI ED
BECAUSE OF ANY | NI TIAL OR RENEWAL HEALTH STATUS- RELATED FACTOR,
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| NDUSTRY, OCCUPATI ON, OR GEOGRAPHI C LOCATI ON OF THE SMALL
EMPLOYER OR | NDI VI DUAL. THI' S SUBSECTI ON DCES NOT APPLY TO A COW
PENSATI ON ARRANGEMENT THAT PROVI DES COVPENSATI ON TO A PRODUCER ON
THE BASI S OF PERCENTAGE OF PREM UM PROVI DED THAT THE PERCENTAGE
DOES NOT VARY BECAUSE OF ANY HEALTH STATUS- RELATED FACTOR, | NDUS-
TRY, OCCUPATI ON, OR GEOGRAPHI C AREA OF THE SMALL EMPLOYER OR
| NDI VI DUAL.

(5) A SMALL EMPLOYER CARRI ER SHALL NOT TERM NATE, FAIL TO
RENEW OR LIMT ITS CONTRACT OR AGREEMENT OF REPRESENTATI ON W TH
A PRODUCER FOR ANY REASON RELATED TO AN I NI TI AL OR RENEWAL HEALTH
STATUS- RELATED FACTOR, OCCUPATI ON, OR GEOGRAPHI C LOCATI ON OF THE
SMALL EMPLOYERS OR | NDI VI DUALS PLACED BY THE PRODUCER W TH THE
SMALL EMPLOYER CARRI ER.

(6) A SMALL EMPLOYER CARRI ER OR PRODUCER MAY NOT | NDUCE OR
OTHERW SE ENCOURAGE A SMALL EMPLOYER TO SEPARATE OR OTHERW SE
EXCLUDE AN EMPLOYEE OR DEPENDENT FROM HEALTH COVERAGE OR BENEFI TS
PROVI DED | N CONNECTI ON W TH THE EMPLOYEE' S EMPLOYMENT.

(7) DENIAL BY A SMALL EMPLOYER CARRI ER OF AN APPLI CATI ON FOR
COVERAGE FROM A SMVALL EMPLOYER OR | NDI VI DUAL SHALL BE I N WRI TI NG
AND SHALL STATE THE REASON OR REASONS FOR THE DEN AL.

(8) THE COVM SSI ONER MAY ESTABLI SH REGULATI ONS SETTI NG FORTH
ADDI TI ONAL STANDARDS TO PROVI DE FOR THE FAI R MARKETI NG AND BROAD
AVAI LABI LI TY OF HEALTH BENEFI T PLANS TO SMALL EMPLOYERS IN THI S
STATE.

(9) A SMALL EMPLOYER CARRI ER SHALL NOT ENTER I NTO A
" NONCOVPETE" AGREEMENT W TH ANY PERSON
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(10) IF A SVALL EMPLOYER CARRI ER ENTERS | NTO A CONTRACT,
AGREEMENT, OR OTHER ARRANGEMENT W TH A THI RD PARTY ADM NI STRATCOR
TO PROVI DE ADM NI STRATI VE, MARKETI NG, OR OTHER SERVI CES RELATED
TO THE OFFERI NG OF HEALTH BENEFI T PLANS TO SVALL EMPLOYERS | N
TH S STATE, THE THI RD PARTY ADM NI STRATOR | S SUBJECT TO THI S
CHAPTER AS IF I T WERE A SMALL EMPLOYER CARRI ER

SEC. 3691. THE COWM SSI ONER MAY REQUI RE SMALL EMPLOYER CAR-
RIERS, AS A CONDI TI ON OF TRANSACTI NG BUSI NESS W TH SVMALL EMPLOY-
ERS IN THI S STATE AFTER THE EFFECTI VE DATE OF THI S CHAPTER, TO
REI SSUE A HEALTH BENEFI T PLAN TO ANY SMALL EMPLOYER WHOSE HEALTH
BENEFI T PLAN HAS BEEN TERM NATED OR NOT RENEVED BY THE CARRI ER ON
OR AFTER JANUARY 1, 2002. THE COWM SSI ONER MAY PRESCRI BE, FOR
THE REI SSUE OF COVERAGE, THOSE TERMS THE COWM SSI ONER FI NDS ARE
REASONABLE AND NECESSARY TO PROVI DE CONTI NUI TY OF COVERAGE TO
SMALL EMPLOYERS.

SEC. 3692. A VIOLATION OF TH S CHAPTER BY A SMALL EMPLOYER
CARRI ER OR A PRODUCER I'S AN UNFAI R TRADE PRACTI CE UNDER CHAPTER
20.

CHAPTER 37
NONPROFI T HEALTH | NSURER
PART 1

SEC. 3701. AS USED IN TH S CHAPTER

(A) "BARGAI Nl NG REPRESENTATI VE' MEANS A REPRESENTATI VE DES-
| GNATED OR SELECTED BY A MAJORI TY OF EMPLOYEES FOR THE PURPOSES
OF COLLECTI VE BARGAI NI NG I N RESPECT TO RATES OF PAY, WAGES, HOURS
OF EMPLOYMENT, OR OTHER CONDI TI ONS OF EMPLOYMENT RELATI VE TO THE
EMPLOYEES REPRESENTED.
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(B) "CERTIFI CATE" MEANS A CONTRACT BETWEEN A NONPROFI T
HEALTH | NSURER AND A SUBSCRI BER OR A GROUP OF SUBSCRI BERS UNDER
VH CH HEALTH CARE BENEFI TS ARE PROVI DED TO MEMBERS. A CERTI FI -
CATE | NCLUDES THE EMPLOYER AGREEMENT OR GROUP AGREEMENT AND ANY
APPROVED RI DERS AMENDI NG THE CERTI FI CATE.

(C) "COLLECTI VE BARGAI NI NG AGREEMENT" MEANS AN AGREEMENT
ENTERED | NTO BETWEEN THE EMPLOYER AND THE BARGAI NI NG REPRESENTA-
TIVE OF I TS EMPLOYEES, AND | NCLUDES THOSE AGREEMENTS ENTERED | NTO
ON BEHALF OF GROUPS OF EMPLOYERS W TH THE BARGAI NI NG REPRESENTA-
TI'VE OF THEI R EMPLOYEES PURSUANT TO THE NATI ONAL LABOR RELATI ONS
ACT, CHAPTER 372, 49 STAT. 449, 29 U S. C. 151 TO 158 AND 159 TO
169, UNDER 1939 PA 176, MCL 423.1 TO 423. 30, OR UNDER 1947 PA
336, MCL 423.201 TO 423. 217.

(D) "HEALTH CARE BENEFI T" MEANS THE RI GHT UNDER A CERTI FI -
CATE TO HAVE PAYMENT MADE BY A NONPROFI T HEALTH | NSURER FOR A
SPECI FI ED HEALTH CARE SERVI CE, REGARDLESS OF WHETHER OR NOT THE
PAYMENT | S MADE PURSUANT TO AN ADM NI STRATI VE SERVI CES ONLY OR
COST- PLUS ARRANGEMENT.

(E) "HEALTH CARE PROVI DER' MEANS A HEALTH FACI LI TY OR PERSON
LI CENSED, CERTIFI ED, OR AUTHORI ZED TO DELI VER HEALTH CARE SERV-
| CES | N ACCORDANCE W TH STATE LAW

(F) "HEALTH CARE SERVI CES" MEANS SERVI CES PROVI DED, ORDERED,
OR PRESCRI BED BY A HEALTH CARE PROVI DER, | NCLUDI NG HEALTH AND
REHABI LI TATI VE SERVI CES AND MEDI CAL SUPPLI ES, MEDI CAL AND REHA-

Bl LI TATI VE SERVI CES AND MEDI CAL SUPPLI ES, MEDI CAL PROSTHETI CS AND
DEVI CES, AND MEDI CAL SERVI CES ANCI LLARY OR | NCI DENTAL TO THE
PROVI SI ON OF THOSE SERVI CES.
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(G "MEDI UM LARGE SUBSCRI BER GROUP" MEANS AN UNDERWRI TTEN
GROUP OF 100 OR MORE SUBSCRI BERS.

(H "MEDI CAID' MEANS TITLE XI X OF THE SOCI AL SECURI TY ACT,
CHAPTER 531, 49 STAT. 620, 42 U.S.C. 1396 TO 1396r-6 AND 1396r -8
TO 1396v.

(1) "MEDI CARE" MEANS TITLE XVII|I OF THE SOCI AL SECURI TY ACT,
CHAPTER 531, 49 STAT. 620, 42 U.S.C. 1395 TO 1395b, 1395b- 2,
1395b- 6 TO 1395b-7, 1395c TO 1395i, 1395i-2 TO 1395i-5, 1395] TO
1395t, 1395u TO 1395w, 1395w-2 TO 1395w 4, 1395w 21 TO 1395w 28,
1395x TO 1395yy, AND 1395bbb TO 1395ggg.

(J) "MEMBER' MEANS A SUBSCRI BER, A DEPENDENT OF A SUBSCRI B-
ER, OR ANY OTHER | NDI VI DUAL ENTI TLED TO RECEI VE HEALTH CARE BENE-
FI TS UNDER A NONGROUP OR GROUP CERTI FI CATE.

(K) "NONGROUP SUBSCRI BER' MEANS AN | NDI VI DUAL SUBSCRI BER WHO
|' S NOT ENROLLED AS A SUBSCRI BER THROUGH ANY SUBSCRI BER GROUP.

(1) "PARTI Cl PATI NG CONTRACT" MEANS AN AGREEMENT, CONTRACT,
OR OTHER ARRANGEMENT, | NCLUDI NG A PRUDENT PURCHASER AGREEMENT,
UNDER WH CH A HEALTH CARE PROVI DER AGREES TO ACCEPT THE APPROVED
AMOUNT AS DETERM NED BY THE NONPROFI T HEALTH | NSURER AS PAYMENT
IN FULL FOR THE RENDERI NG OF HEALTH CARE SERVI CES COVERED UNDER A
CERTI FI CATE.

(M "PARTI Cl PATI NG PROVI DER' MEANS A HEALTH CARE PROVI DER
THAT HAS ENTERED | NTO A PARTI Cl PATI NG CONTRACT W TH A NONPROFI T
HEALTH | NSURER

(N) "PERSONAL DATA" MEANS A DOCUMENT | NCORPORATI NG MEDI CAL
OR SURG CAL HI STORY, CARE, TREATMENT, OR SERVICE; OR ANY SI M LAR
RECORD, | NCLUDI NG AN AUTOVATED OR COVPUTER ACCESSI BLE RECORD,
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RELATI VE TO A MEMBER, WHI CH |'S MAI NTAI NED OR STORED BY A
NONPROFI T HEALTH | NSURER

(O "PROPCSED RATE" MEANS ANY OF THE FOLLOW NG

(i) A PROPOSED | NCREASE OR DECREASE | N THE RATES TO BE
CHARGED TO NONGROUP SUBSCRI BERS.

(ii) FOR GROUP SUBSCRI BERS, ANY PROPOSED CHANGES | N THE
METHODOLOGY OR DEFI NI TI ONS OF ANY RATI NG SYSTEM FORMULA, COMPO-
NENT, OR FACTOR SUBJECT TO PRI OR APPROVAL BY THE COWM SSI ONER.

(iii) A PROPOSED | NCREASE OR DECREASE | N DEDUCTI BLE AMOUNTS
OR CO NSURANCE PERCENTAGES.

(iv) A PROPOSED EXTENSI ON OF BENEFI TS, ADDI TI ONAL BENEFI TS,
OR A REDUCTI ON OR LI M TATI ON | N BENEFI TS.

(v) A REVI EW PURSUANT TO SECTI ON 3753(2).

(P) "SELF-1NSURED GROUP" MEANS A GROUP WHOSE CONTRACT W TH A
NONPROFI T HEALTH | NSURER CONSI STS SOLELY OF AN ADM NI STRATI VE
SERVI CES OR COST- PLUS ARRANGEMENT AUTHORI ZED UNDER THI S CHAPTER

(Q "SMALL SUBSCRI BER GROUP" MEANS AN UNDERWRI TTEN GROUP OF
FEWER THAN 100 SUBSCRI BERS.

(R) "SUBSCRI BER' MEANS AN | NDI VI DUAL WHO CONTRACTS FOR
HEALTH CARE BENEFI TS, EI THER | NDI VI DUALLY OR THROUGH A GROUP,

W TH A NONPROFI T HEALTH | NSURER.  SUBSCRI BER | NCLUDES AN | NDI VI D-
UAL WHOSE CONTRACT CONTAI NS AN ADM NI STRATI VE SERVI CES ONLY OR
COST- PLUS ARRANGENMENT.

SEC. 3702. (1) EACH NONPROFI T HEALTH CARE CORPORATI ON OPER-
ATI NG UNDER FORMER 1980 PA 350 ON THE EFFECTI VE DATE OF THI'S
CHAPTER SHALL BECOME A NONPROFI T HEALTH | NSURER SUBJECT TO THI S
CHAPTER W THOUT FORMAL REORGANI ZATI ON UNDER THI S CHAPTER, AND
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SHALL BE CONSI DERED TO EXI ST UNDER THI S ACT. HOWEVER, WTHI N 120
DAYS FOLLOW NG THE EFFECTI VE DATE OF THI S CHAPTER, THE NONPROFI T
HEALTH | NSURER SHALL AMEND | TS ARTI CLES OF | NCORPORATI ON AND
BYLAWS TO CONFORM TO THE REQUI REMENTS OF TH S CHAPTER, SUBJECT TO
LEGAL REVI EW BY THE ATTORNEY GENERAL AND CERTI FI CATI ON OF THE
COW SSI ONER AS PROVI DED | N SUBSECTI ON (2) AND SHALL OBTAI N FROM
THE COWM SSI ONER A NEW CERTI FI CATE OF AUTHORI TY.

(2) RELATIVE TO THE CHANGES REQUI RED BY THI S CHAPTER, AMEND-
MENTS TO THE ARTI CLES AND BYLAWS AND A WRI TTEN DESCRI PTI ON OF THE
BOARD RESTRUCTURI NG SHALL BE SUBM TTED TO THE ATTORNEY GENERAL
FOR LEGAL REVI EW AND TO THE COWM SSI ONER FOR APPROVAL. | F THE
ATTORNEY GENERAL FI NDS THAT THE AMENDMVENTS AND RESTRUCTURI NG CON-
FORM TO ALL STATUTORY REQUI REMENTS, AND THAT THEY COVPLY W TH
TH S CHAPTER AND ENSURE FAI R AND EQUI TABLE REPRESENTATI ON OF THE
SUBSCRI BERS OF THE NONPROFI T HEALTH | NSURER, THE ATTORNEY GENERAL
SHALL CERTI FY THESE FI NDI NGS TO THE COWM SSI ONER. | N REVI EW NG
THE AMENDMENTS AND DESCRI PTI ON OF THE BOARD RESTRUCTURI NG THE
ATTORNEY GENERAL MAY CONSULT W TH THE BOARD OF DI RECTORS, OFFI -
CERS, OR EMPLOYEES OF A NONPROFI T HEALTH | NSURER AND W TH ANY
OTHER | NDI VI DUAL OR ORGANI ZATI ON.

(3) I'F THE COW SSI ONER APPROVES THE AMENDMENTS AND RESTRUC-
TURI NG THE COW SSI ONER SHALL CERTIFY H'S OR HER APPROVAL TO THE
BOARD. THE APPROVED AMENDMENTS AND RESTRUCTURI NG SHALL TAKE
EFFECT 10 DAYS AFTER THE CERTI FI CATION. | F THE COWM SSI ONER DI S-
APPROVES ALL OR ANY PART OF THE AMENDMENTS OR RESTRUCTURI NG OR
BOTH, THE COWM SSI ONER SHALL RETURN THE DI SAPPROVED AMENDMVENTS OR
THE WRI TTEN DESCRI PTI ON OF THE RESTRUCTURI NG, OR BOTH, TO THE
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BOARD W TH A VWRI TTEN STATEMENT STATI NG THE REASONS FOR THE
DI SAPPROVAL AND ANY RECOMVENDATI ONS FOR CHANGE THE COWM SSI ONER
SUGGESTS

(4) I'F THE AVENDMENTS, WRI TTEN DESCRI PTI ON OF RESTRUCTURI NG
OR BOTH, REQUI RED BY THI S CHAPTER ARE NOT SUBM TTED TO THE ATTOR-
NEY GENERAL AND THE COWM SSI ONER W THI N 120 DAYS AFTER THE EFFEC-
TI VE DATE OF THI S CHAPTER, OR I F THE AMENDMENTS, WRI TTEN DESCRI P-
TION, OR BOTH, ARE DI SAPPROVED AS PROVIDED IN THI S SECTI ON, THE
COWM SSI ONER AND THE ATTORNEY GENERAL SHALL, AND THE NONPROFI T
HEALTH | NSURER MAY, SEEK JUDI Cl AL REMEDI ES AS PROVI DED FOR BY LAW
I N THE | NGHAM COUNTY CI RCUI T COURT.

(5) I'F A NONPRCFI' T HEALTH | NSURER FAI LS TO COWPLY WTH THI S
SECTI ON, THE COWM SSI ONER MAY | SSUE AN ORDER SUSPENDI NG THE RI GHT
AND PRI VI LEGE OF THE NONPROFI T HEALTH | NSURER TO SELL OR | SSUE
NEW CERTI FI CATES UNTIL TH S SECTI ON HAS BEEN FULLY COWPLI ED
W TH.

(6) THE CORPORATE EXI STENCE OF EACH NONPROFI T HEALTH | NSURER
OPERATI NG IN THI' S STATE SHALL BE CONSI DERED TO BE EXTENDED, AND
| TS POAERS | N ALL OTHER RESPECTS UNDI M NI SHED, DURI NG THE 120- DAY
| MPLEMENTATI ON PERI OD PRESCRI BED | N SUBSECTI ON (1).

SEC. 3703. (1) ALL OF THE PROVI SIONS OF THI S ACT THAT APPLY
TO A DOVESTI C DI SABI LI TY MJTUAL | NSURER APPLY TO A NONPRCFI T
HEALTH | NSURER UNDER THI S CHAPTER UNLESS SPECI FI CALLY EXCLUDED OR
OTHERW SE SPECI FI CALLY PROVIDED FOR I N THI S CHAPTER

(2) SECTIONS 411 AND 901 AND CHAPTER 77 DO NOT APPLY TO A
NONPROFI T HEALTH | NSURER
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(3) I'N ORDER TO ASCERTAI N THE | NTERESTS OF SENI OR CI Tl ZENS
REGARDI NG THE PROVI SI ON OF MEDI CARE SUPPLEMENTAL COVERAGE AND TO
ASCERTAI' N THE | NTERESTS OF SENI OR CI TI ZENS REGARDI NG THE ADM NI S-
TRATI ON OF THE MEDI CARE PROGRAM WHEN ACTI NG AS FI SCAL | NTERMEDI -
ARY I N THI' S STATE, A NONPROFI T HEALTH | NSURER SHALL CONSULT W TH
THE OFFI CE OF SERVI CES TO THE AG NG AND W TH SENI OR CI TI ZENS'
ORGANI ZATI ONS I N THI S STATE.

SEC. 3704. (1) A NONPRCFIT HEALTH | NSURER SUBJECT TO THI S
CHAPTER | S DECLARED TO BE A CHARI TABLE AND BENEVOLENT | NSTI TU-
TION, AND I TS FUNDS AND PROPERTY ARE EXEMPT FROM TAXATI ON BY THI S
STATE OR ANY POLI TI CAL SUBDI VI SION OF THI S STATE.

(2) A PERSON SHALL NOT ACT AS A NONPROFI T HEALTH I NSURER OR
| SSUE A CERTI FI CATE EXCEPT AS AUTHORI ZED BY AND PURSUANT TO A
CERTI FI CATE OF AUTHORI TY GRANTED TO THE PERSON BY THE COWM S-

SI ONER PURSUANT TO THI S CHAPTER.

SEC. 3705. (1) A NONPRCFIT HEALTH | NSURER, | N ADDI TION TO
THE REQUI REMENTS OF THI S CHAPTER, SHALL SUBSCRI BE TO ARTI CLES OF
| NCORPORATI ON THAT SHALL CONTAI N THE PURPOSES OF THE NONPROFI T
HEALTH | NSURER, WH CH SHALL BE:

(A) TO PROVI DE HEALTH CARE BENEFI TS.

(B) TO SECURE FOR ALL OF THE PEOPLE OF THI S STATE WHO APPLY
FOR A CERTI FI CATE THE OPPORTUNI TY FOR ACCESS TO COVERAGE FOR
HEALTH CARE SERVI CES AT A FAI R AND REASONABLE PRI CE.

(G TO ASSURE FOR NONGROUP AND GROUP SUBSCRI BERS REASONABLE
ACCESS TO, AND REASONABLE COST AND QUALITY OF, HEALTH CARE
SERVI CES.
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(D) TO OFFER SUPPLEMENTAL COVERAGE TO ALL MEDI CARE ENROLLEES
AS PROVI DED | N CHAPTER 38.

(E) TO ENGACE I N ACTI VITY OTHERW SE AUTHORI ZED BY THI S ACT,
W THI N THE PURPOSES FOR WH CH NONPROFI T HEALTH | NSURERS MAY BE
ORGANI ZED UNDER THI S CHAPTER.

(2) BY ACTION CF I TS BOARD OF DI RECTORS, A NONPROFI T HEALTH
| NSURER MAY | NTEGRATE | NTO A SI NGLE | NSTRUMENT THE PROVI SI ONS OF
| TS ARTI CLES OF | NCORPORATI ON.  ANY AMENDMVENT OR RESTATEMENT OF
THE ARTI CLES ARE SUBJECT TO LEGAL REVI EW BY THE ATTORNEY GENERAL
AND APPROVAL BY THE COWM SSI ONER.

SEC. 3707. (1) A NONPROFIT HEALTH | NSURER W SHI NG TO MAI N-
TAIN A CERTI FI CATE OF AUTHORI TY IN THI S STATE AFTER THE EFFECTI VE
DATE OF THI S CHAPTER SHALL POSSESS AND MAI NTAI N UNI MPAI RED SUR-
PLUS I N AN AMOUNT DETERM NED ADEQUATE BY THE COWM SSI ONER TO
COVPLY W TH SECTI ON 403. THE COVMM SSI ONER SHALL TAKE | NTO
ACCOUNT THE RI SK- BASED CAPI TAL REQUI REMENTS AS DEVELOPED BY THE
NATI ONAL ASSOCI ATI ON OF | NSURANCE COWM SSI ONERS | N CRDER TO
DETERM NE ADEQUATE COWMPLI ANCE W TH SECTI ON 403.

(2) I'F A NONPRCFI' T HEALTH | NSURER FI LES A RI SK- BASED CAPI TAL
REPORT THAT | NDI CATES THAT I TS SURPLUS | S LESS THAN THE AMOUNT
DETERM NED ADEQUATE BY THE COVM SSI ONER UNDER SUBSECTI ON (1), THE
NONPROFI T HEALTH | NSURER SHALL PREPARE AND SUBM T A PLAN FOR REM
EDYI NG THE DEFI Cl ENCY | N ACCORDANCE W TH RI SK- BASED CAPI TAL
REQUI REMENTS ADOPTED BY THE COMM SSI ONER. AMONG THE REMEDI ES
THAT A NONPROFI T HEALTH | NSURER MAY EMPLOY ARE PLANW DE VI ABI LI TY
CONTRI BUTI ONS TO SURPLUS BY SUBSCRI BERS.
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(3) I'F CONTRI BUTI ONS FOR PLANW DE VI ABI LI TY UNDER SUBSECTI ON
(2) ARE EVMPLOYED, THOSE CONTRI BUTI ONS SHALL BE MADE | N ACCORDANCE
W TH THE FOLLOW NG

(A) I'F THE NONPROFI T HEALTH I NSURER S SURPLUS | S LESS THAN
200% BUT MORE THAN 150% OF THE AUTHORI ZED CONTROL LEVEL UNDER
RI SK- BASED CAPI TAL REQUI REMENTS, THE MAXI MUM CONTRI BUTI ON RATE
SHALL BE 0. 5% OF THE RATE CHARGED TO SUBSCRI BERS FOR THE BENEFI TS
PROVI DED.

(B) I'F THE NONPROFI T HEALTH I NSURER S SURPLUS 1S 150% OR
LESS THAN THE AUTHORI ZED CONTROL LEVEL UNDER RI SK- BASED CAPI TAL
REQUI REMENTS, THE MAXI MUM CONTRI BUTI ON RATE SHALL BE 1% OF THE
RATE CHARGED TO SUBSCRI BERS FOR THE BENEFI TS PROVI DED.

(© THE ACTUAL CONTRI BUTI ON RATE CHARGED | S SUBJECT TO THE
COW SSI ONER' S APPROVAL.

(4) AS USED I N SUBSECTI ON (3), "AUTHORI ZED CONTROL LEVEL"
MEANS THE NUMBER DETERM NED UNDER THE RI SK- BASED CAPI TAL FORMULA
I N ACCORDANCE W TH THE | NSTRUCTI ONS DEVELOPED BY THE NATI ONAL
ASSOCI ATI ON OF | NSURANCE COWM SSI ONERS AND ADOPTED BY THE
COW SSI ONER.

SEC. 3709. (1) THE FUNDS AND PROPERTY OF A NONPROFI T HEALTH
| NSURER SHALL BE ACQUI RED, HELD, AND DI SPOSED OF ONLY FOR THE
LAWFUL PURPOSES OF THE NONPROFI T HEALTH | NSURER AND FOR THE BENE-
FIT OF THE NONPROFI T HEALTH | NSURER S SUBSCRI BERS AS A VHOLE. A
NONPROFI T HEALTH | NSURER SHALL ONLY TRANSACT SUCH BUSI NESS,

RECEI VE, COLLECT, AND DI SBURSE SUCH MONEY, AND ACQUI RE, HOLD,
PROTECT, AND CONVEY SUCH PROPERTY, AS ARE PROPERLY W THI N THE
SCOPE OF THE PURPOSES OF THE NONPROFI T HEALTH | NSURER AS PROVI DED
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I N SECTI ON 3705(1), FOR THE BENEFI T OF THE NONPROFI T HEALTH
| NSURER SUBSCRI BERS AS A WHOLE, AND CONSI STENT WTH THI S
CHAPTER

(2) A NONPRCFI' T HEALTH | NSURER SHALL NOT MARKET OR TRANSACT,
AS PROVI DED I N SECTI ONS 402A AND 402B, ANY TYPE OF | NSURANCE
DESCRI BED | N CHAPTER 6. THI S SUBSECTI ON DCES NOT PROHI BI T THE
PROVI SI ON OF PREPAI D HEALTH CARE BENEFI TS

SEC. 3711. A NONPRCFI T HEALTH I NSURER, SUBJECT TO ANY LI M -
TATION PROVIDED IN THI'S ACT, I N ANY OTHER STATUTE OF THI S STATE
OR IN ITS ARTI CLES OF | NCORPORATI ON, MAY DO ANY OR ALL OF THE
FOLLOW NG.

(A) WTH THE COW SSI ONER' S APPROVAL, BORROW MONEY AND | SSUE
| TS PROM SSCRY NOTE, SURPLUS NOTE, OR BOND FOR THE REPAYMENT OF
THE BORROVWED MONEY W TH | NTEREST.

(B) WTH THE COW SSI ONER' S APPROVAL, PARTI Cl PATE W TH
OTHERS | N ANY JO NT VENTURE W TH RESPECT TO ANY TRANSACTI ON THAT
THE NONPRCFI T HEALTH | NSURER WOULD HAVE THE POWNER TO CONDUCT BY
| TSELF.

SEC. 3713. DI SSOLUTI ON OR ANY OTHER CHANGE OF LEGAL STATUS
OF A NONPROFI T HEALTH I NSURER |'S SUBJECT TO THE M CH GAN COVMU-

NI TY HEALTH TRUST FUND ACT.
PART 2

SEC. 3720. CHAPTER 52 APPLIES TO A NONPROFI T HEALTH | NSURER
EXCEPT AS OTHERW SE PROVI DED IN TH S CHAPTER

SEC. 3721. (1) THE BOARD OF DI RECTORS OF A NONPROFI T HEALTH
CARE CORPORATI ON OPERATI NG PURSUANT TO FORMER 1980 PA 350 SHALL

06816' 02 *



© 00 N oo o~ W N P

N N N NN N NN P PBP R P B R R R R R
N~ o o0 ~N W N RBP O © 0 N o 00 M W N P O

65

BECOVE THE BOARD OF DI RECTORS FOR A NONPROFI T HEALTH | NSURER
UNDER THI S CHAPTER SUBJECT TO ALL OF THE FOLLOW NG

(A) THE TERMS OF ALL PROVI DER BOARD MEMBERS SERVI NG PURSUANT
TO FORMER SECTI ON 301(3), 1980 PA 350, SHALL END ON THE EFFECTI VE
DATE OF THI S CHAPTER.

(B) ALL BOARD MEMBERS WHOSE TERMS EXPIRE I N APRIL OF 2003
SHALL NOT' BE REAPPO NTED OR REPLACED.

(© BY JUNE 30, 2003, THE BOARD OF DI RECTORS SHALL SUBM T A
PLAN TO THE COWM SSI ONER DETAI LI NG HOW I T WLL REDUCE THE SI ZE OF
THE BOARD BY DECEMBER 31, 2003 TO 13 MEMBERS | NCLUDI NG THE CHI EF
EXECUTI VE OFFI CER.  THE PLAN SHALL BE CONSI STENT W TH THE
REQUI REMENTS OF THI S PART AND SHALL PROVI DE THAT AN | NDI VI DUAL
SHALL NOT SERVE MORE THAN 2 CONSECUTI VE TERMS ON THE BOARD. | F A
PLAN IS NOT SUBM TTED BY JUNE 30, 2003, THEN THE COWM SSI ONER,
AFTER CONSULTATI ON W TH THE BOARD OF DI RECTORS, SHALL FORMULATE
AND PLACE | NTO EFFECT A PLAN CONSI STENT WTH THI S PART. THE PLAN
SUBM TTED BY THE BOARD OF DI RECTORS SHALL BE CONSI DERED TO MEET
THE REQUI REMENTS OF THIS PART IF I T IS NOT' DI SAPPROVED BY WRI TTEN
ORDER OF THE COWM SSI ONER ON OR BEFORE OCTOBER 1, 2003. AS PART
OF A DI SAPPROVAL ORDER, THE COWM SSI ONER SHALL NOTI FY THE BOARD
OF DI RECTORS | N WHAT RESPECT ALL OR ANY PART OF THE PLAN SUBM T-
TED BY THE BOARD OF DI RECTORS FAILS TO MEET THE REQUI REMENTS OF
TH' S PART. NOT LATER THAN 30 DAYS AFTER THE DATE OF THE DI SAP-
PROVAL ORDER, THE BOARD CF DI RECTORS SHALL SUBM T A REVI SED PLAN
THAT MEETS THE REQUI REMENTS OF THI S PART. | F THE BOARD OF DI REC-
TORS FAILS TO SUBM T A REVI SED PLAN OR | F THE SUBM TTED REVI SED
PLAN DCES NOT MEET THE REQUI REMENTS OF THI S PART, AS DETERM NED
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BY THE COW SSI ONER, THEN THE COWM SSI ONER SHALL | MVEDI ATELY

FORMULATE AND PLACE | NTO EFFECT A PLAN CONSI STENT WTH THI S

PART.
(2)

EFFECTI VE JANUARY 1, 2004, THE BOARD OF DI RECTORS OF A

NONPROFI T HEALTH | NSURER SHALL CONSI ST OF 13 MEMBERS AS FOLLOWG:

(A)

THREE PUBLI C MEMBERS APPO NTED BY THE GOVERNOR W TH THE

ADVI CE AND CONSENT OF THE SENATE, AT LEAST 1 OF WHOM SHALL BE 62

YEARS OF

AGE OR OLDER, AND VWHO SHALL REPRESENT THE PUBLI C | NTER-

EST I N THE CHARI TABLE AND BENEVCOLENT M SSI ON OF THE NONPROFI T

HEALTH | NSURER.

(B)
(O
(D
(B)
GROUPS.
(F)
| NSURER

(3)

ONE MEMBER REPRESENTI NG NONGROUP SUBSCRI BERS.
TWO MEMBERS REPRESENTI NG SELF- | NSURED GROUPS.
THREE MEMBERS REPRESENTI NG SMALL SUBSCRI BER GROUPS.
THREE MEMBERS REPRESENTI NG MEDI UM LARCGE SUBSCRI BER

THE CHI EF EXECUTI VE OFFI CER OF THE NONPROFI T HEALTH

THE METHOD OF SELECTI ON OF THE DI RECTORS, OTHER THAN THE

DI RECTORS WHO ARE REPRESENTATI VES OF THE PUBLI C, SHALL BE SPECI -

FIED I N THE BYLAWs. THE METHOD FOR FI LLI NG VACANCI ES I N THE

OFFI CES OF DI RECTORS, OTHER THAN THE DI RECTORS WHO ARE REPRESEN-

TATI VES OF THE PUBLI C, SHALL BE PROVI DED I N THE BYLAWS.

THE TERM

OF OFFI CE OF ANY DI RECTOR EXCEPT THE TERM OF OFFI CE OF THE DI REC-

TOR UNDER SUBSECTI ON (2) (F) SHALL NOT EXCEED 3 YEARS, AND AT

LEAST 1/3 OF THE MEMBERS OF THE BOARD, EXCLUDI NG THE DI RECTOR

UNDER SUBSECTI ON (2) (F), SHALL BE SELECTED EACH YEAR. THE BYLAWS

SHALL PROVI DE THAT ALL MEMBERS OF THE BOARD SHALL BE RElI MBURSED
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ONLY FOR ALL REASONABLE AND NECESSARY EXPENSES | NCURRED | N
CARRYI NG QUT THEI R DUTI ES UNDER THI S CHAPTER AND SHALL NOT
RECEI VE ANY COVPENSATI ON FOR SERVI CES TO THE NONPROFI T HEALTH
| NSURER AS DI RECTOR.

(4) THE METHOD OF SELECTI ON OF EACH CATEGORY OF SUBSCRI BERS
ENTI TLED TO REPRESENTATI ON ON THE BOARD SHALL MAXI M ZE SUBSCRI BER
PARTI CI PATI ON TO THE EXTENT REASONABLY PRACTI CABLE. THI S SUBSEC-
TION PERM TS, BUT DOES NOT REQUI RE, THE STATEW DE ELECTI ON OF A
DI RECTOR. THE METHOD OF SELECTI ON NEI THER PERM TS NOR REQUI RES
NOM NATI ON, ENDORSEMENT, APPROVAL, OR CONFI RVATI ON OF A CANDI DATE
OR DI RECTOR BY THE BOARD OF DI RECTORS OR THE MANAGEMENT OF THE
NONPROFI T HEALTH | NSURER, OR BY ANY MEMBER OR MEMBERS OF THE
BOARD OF DI RECTORS OR THE MANAGEMENT OF THE NONPROFI T HEALTH
I NSURER. THI' S SUBSECTI ON DOES NOT LIMT THE RI GHTS OF ANY DI REC-
TOR OR EMPLOYEE OR OFFI CER OF THE NONPROFI T HEALTH | NSURER TO
PARTI Cl PATE I N THE SELECTI ON PROCESS I N H' S OR HER CAPACI TY AS A
SUBSCRI BER, TO THE SAME EXTENT AS ANY OTHER SUBSCRI BER MAY
PARTI ClI PATE

(5) A DI RECTOR SHALL NOT BE AN EMPLOYEE, AGENT, OFFICER, OR
DI RECTOR OF AN | NSURANCE COVPANY VARl TI NG DI SABI LI TY | NSURANCE
I NSI DE OR QUTSI DE THI S STATE

SEC. 3722. (1) THE BOARD OF DI RECTORS MAY ESTABLI SH
ADVI SORY COUNCI LS AND, UNLESS OTHERW SE PROVI DED | N THE ARTI CLES
OF | NCORPORATI ON OR BYLAW5, COW TTEES | T CONSI DERS NECESSARY TO
PERFORM | TS DUTI ES. W TH RESPECT TO BOARD COWM TTEES, THE BYLAWS
SHALL | NCLUDE PROVI SI ONS REGARDI NG ALL OF THE FOLLOW NG
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(A) PROVI SI ONS THAT ASSURE THAT THE MEMBERSHI P OF EACH
COVM TTEE PROVI DES FOR REPRESENTATI ON OF ALL OF THE COMPONENTS OF
DI RECTORS, AS DEFINED | N THE BYLAWS, TO THE GREATEST EXTENT
PRACTI CABLE.

(B) PROVI SI ONS REGARDI NG EMERGENCY MEETI NGS OF THE NONPROFI T
HEALTH | NSURER EXECUTI VE COWM TTEE, AND ACTI ON BY THAT COVM TTEE
ON BEHALF OF THE BOARD | N CASES OF EMERGENCY, AS DEFI NED I N AND
AUTHORI ZED BY THE BYLAWS.

(2) THE BOARD OF DI RECTORS SHALL ESTABLI SH A PROVI DER
ADVI SORY COUNCI L BY NOT LATER THAN 90 DAYS AFTER THE EFFECTI VE
DATE OF THI'S CHAPTER  THE PROVI DER ADVI SORY COUNCI L SHALL CON
SI ST OF NOT MORE THAN 12 MEMBERS WHO SHALL FAI RLY REPRESENT THE
CLASSES OF HEALTH CARE PROVI DERS W TH WHOM THE NONPROFI T HEALTH
| NSURER CONTRACTS FOR SERVI CES.

(3) THE PROVI DER ADVI SORY COUNCI L ESTABLI SHED UNDER
SUBSECTI ON (2) SHALL PROVI DE ADVI CE TO THE BOARD OF DI RECTORS ON
MATTERS CONCERNI NG THE | MPACT OF BOARD POLI Cl ES ON HEALTH CARE
PROVI DERS, | NCLUDI NG, BUT NOT LIM TED TO, PARTI Cl PATI NG CON-
TRACTS, COVERAGE FOR MEDI CAL SERVI CES, BI LLI NG AND PAYMENT PROCE-
DURES AND PRACTI CES, AND SUBSCRI BER ACCESS TO AN APPROPRI ATE
NUVBER AND M X OF HEALTH CARE PROVI DERS I N THI S STATE.

(4) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTION (1)(B), A
COUNCI L OR COMM TTEE ESTABLI SHED UNDER THI S SECTI ON SHALL ACT IN
AN ADVI SORY CAPACI TY TO THE BOARD OF DI RECTORS. EXCEPT AS OTHER-
W SE PROVI DED | N SUBSECTI ON (1) (B), THE BOARD OF DI RECTORS SHALL
MEET AND APPROVE A COUNCI L OR COVMM TTEE RECOMVENDATI ON BEFORE | T
CAN BE | MPLEMENTED. THE M NUTES OF ALL MEETI NGS OF COUNCI LS AND
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COW TTEES ESTABLI SHED UNDER THI S SECTI ON SHALL BE G VEN TO THE
MEMBERS OF THE BOARD OF DI RECTORS AND SHALL BE | NCLUDED I N THE
M NUTES OF THE BOARD OF DI RECTORS MEETI NGS.

SEC. 3723. (1) THE BOARD COF DI RECTCRS SHALL ADCPT I NI TI AL
BYLAWS AND MAY AMEND OR REPEAL THOSE BYLAWS COR ADOPT NEW BYLAWS,
SUBJECT TO LEGAL REVI EW BY THE ATTORNEY GENERAL AND PRI OR
APPROVAL BY THE COW SSI ONER.  THE BYLAWS MAY CONTAI N ANY PROVI -
SI ON FOR THE REGULATI ON AND MANAGEMENT OF THE AFFAI RS OF THE NON-
PROFI T HEALTH | NSURER NOT | NCONSI STENT W TH THE ARTI CLES OF
| NCORPORATI ON, THI'S ACT, OR ANY OTHER APPLI CABLE PROVI SI ON OF
LAW

(2) THE I NI TI AL BYLAWS, AND ANY NEW BYLAWS, AMENDMENTS, OR
REPEALERS SHALL BE SUBM TTED TO THE ATTORNEY GENERAL FOR LEGAL
REVI EW AND FOR APPROVAL BY THE COW SSI ONER. THE COWM SSI ONER
SHALL APPROVE THE | NI TI AL BYLAWS, NEW BYLAWS5, AMENDMENTS, OR
REPEALERS | F THE COMM SSI ONER DETERM NES THAT THEY COVPLY W TH
THI S ACT.

(3) I'F THE COVM SSI ONER DI SAPPROVES ALL OR ANY PART OF THE
I NI TI AL BYLAWS, NEW BYLAWS, AMENDMENTS, OR REPEALERS, HE OR SHE
SHALL RETURN THEM TO THE BOARD W TH A WRI TTEN STATEMENT STATI NG
THE REASONS FOR THE DI SAPPROVAL AND ANY RECOMMENDATI ONS FOR
CHANGE THAT HE OR SHE MAY W SH TO SUGCGEST, NOT LATER THAN 30 DAYS
FOLLOW NG THEI R RECEI PT. BYLAWS, AMENDMENTS, AND REPEALERS NOT
RETURNED TO THE NONPROFI T HEALTH | NSURER W THI N THI S 30- DAY
PERI OD ARE CONSI DERED TO COWPLY W TH THI S CHAPTER AND ARE CONSI D-
ERED APPROVED.
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SEC. 3724. (1) REGULAR OR SPECI AL MEETI NGS OF THE BOARD OF
DI RECTORS OR A BOARD COWM TTEE SHALL BE HELD W THIN THI S STATE.
W TH RESPECT TO REGULAR OR SPECI AL MEETI NGS OF THE BOARD OR A
BOARD COMM TTEE, THE BYLAWS SHALL | NCLUDE PROVI S| ONS REGARDI NG
ALL OF THE FOLLOW NG

(A) THE M Nl MUM NUMBER OF REGULAR MEETI NGS TO BE HELD EACH
YEAR.

(B) THE PUBLI CATI ON AND ADVANCE DI STRI BUTI ON OF AN AGENDA,
| NCLUDI NG PROVI SI ONS RESPECTI NG THE TI ME AND PLACE OF THE MEETI NG
AND THE BUSI NESS TO BE CONDUCTED. NOTI CE OF MEETI NGS AND THE
AGENDA FOR THE MEETI NG SHALL BE POSTED ON THE NONPROFI T HEALTH
| NSURER S WEBSI TE AS SOON AS PRACTI CAL AFTER PUBLI CATI ON OR DI S-
SEM NATI ON UNDER THI'S SUBDI VI SI ON.

(C) THE VOTI NG PROCEDURES TO BE USED. THE USE OF PROXI ES OR
ROUND- ROBI NS SHALL NOT BE ALLOWED.

(2) NOTI CE OF A REGULAR MEETI NG SHALL BE G VEN AT LEAST 15
DAYS BEFORE THE MEETI NG AND NOTI CE OF A SPECI AL MEETI NG SHALL BE
G VEN AT LEAST 24 HOURS BEFORE THE MEETING ALL MEETI NGS SHALL
BE OPEN TO THE PUBLI C EXCEPT AS OTHERW SE PROVI DED | N
SECTI ON 3725(2) .

(3) UNLESS OTHERW SE RESTRI CTED BY THE ARTI CLES OF | NCORPO-
RATI ON OR BYLAWS, A MEMBER OF THE BOARD OR OF A BOARD COWM TTEE
MAY PARTI Cl PATE | N A MEETI NG BY MEANS OF CONFERENCE TELEPHONE OR
SI M LAR COVMUNI CATI ONS EQUI PMENT BY MEANS OF WHI CH ALL | NDI VI DU-
ALS PARTI Cl PATI NG | N THE MEETI NG CAN HEAR EACH OTHER.
PARTI Cl PATION I N A MEETI NG PURSUANT TO THI S SUBSECTI ON
CONSTI TUTES PRESENCE | N PERSON AT THE MEETI NG,
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(4) A MIORITY OF BOARD MEMBERS THEN I N OFFI CE, OR OF THE
MEMBERS OF A BOARD COWM TTEE, CONSTI TUTES A QUORUM FOR THE TRANS-
ACTI ON OF BUSI NESS, UNLESS THE ARTI CLES OR BYLAWS PROVI DE FOR A
LARGER NUMBER. THE VOTE OF THE MAJORI TY OF MEMBERS PRESENT AT A
MEETI NG AT WHICH A QUORUM | S PRESENT CONSTI TUTES THE ACTI ON OF
THE BOARD OR OF THE COMM TTEE, UNLESS THE VOTE OF A LARGER NUMBER
| S REQUI RED BY THI S CHAPTER, THE ARTI CLES, OR THE BYLAWS. THE
FOLLOW NG ACTI ONS SHALL REQUI RE THE VOTE OF NOT LESS THAN A
MAJORI TY OF THE MEMBERS OF THE BOARD THEN | N OFFI CE:

(A) ADOPTI ON OF BYLAWS, AMENDMENTS TO BYLAWS, OR REPEALERS
OF BYLAWS.

(B) ADOPTI ON OF ARTI CLES OF | NCORPORATI ON, AMENDMENTS TO
ARTI CLES, OR REPEALERS OF ARTI CLES.

(C) ADOPTI ON OF COVPENSATI ON FOR OFFI CERS OF THE NONPROFI T
HEALTH | NSURER.

(5) THE BYLAWS SHALL PROVI DE THAT A RECORD ROLL CALL VOTE
SHALL BE TAKEN AT THE REQUEST OF ANY BOARD MEMBER. THE VOTE OF
EACH MEMBER DURI NG A RECORD ROLL CALL VOTE SHALL BE RECORDED I N
THE M NUTES.

SEC. 3725. (1) A NONPROFIT HEALTH | NSURER SHALL KEEP ACCU-
RATE BOOKS AND RECORDS OF ACCOUNT AND COVPLETE AND DETAI LED
M NUTES OF THE PROCEEDI NGS OF THE BOARD OF DI RECTORS AND BOARD
COW TTEES. THE BOCKS, RECORDS, AND M NUTES MAY BE I N WWRI TTEN
FORM OR | N ANY OTHER FORM CAPABLE OF BEI NG CONVERTED | NTO WRI TTEN
FORM W THI N A REASONABLE Tl ME AND SHALL BE MADE AVAI LABLE ELEC
TRONI CALLY I N A FORM PRESCRI BED BY THE COW SSI ONER.  ONE COPY OF
THE M NUTES OR DRAFT M NUTES FROM EACH MEETI NG OF THE BOARD OF
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DI RECTORS SHALL BE TRANSM TTED TO THE COWM SSI ONER W THI N 15 DAYS
AFTER THE MEETI NG WAS HELD. UPON REQUEST, A SUBSCRI BER SHALL
RECEI VE, WTHI N 15 DAYS AFTER RECEI PT OF THE REQUEST, A COPY OF
THE M NUTES OR DRAFT M NUTES OF 1 OR MORE MEETI NGS OF THE BOARD
OR BOARD COWM TTEE AND MAY BE CHARGED NOT MORE THAN THE REASON-
ABLE COST OF COPYI NG AND POSTAGE

(2) M NUTES SHALL BE KEPT AND NEED NOT BE DI SCLOSED, EXCEPT
TO THE COW SSI ONER, FOR THOSE PORTI ONS OF MEETI NGS THAT ARE HELD
FOR THE FOLLOW NG PURPOSES:

(A) TO CONSI DER THE HI RI NG, PROMOTI ON, DI SM SSAL, SUSPEN-
SION, OR DI SCI PLI NE OF AN EMPLOYEE.

(B) TO CONSI DER THE PURCHASE, LEASE, OR SALE OF REAL
PROPERTY.

(©) FOR STRATEGY AND NEGOTI ATI ON SESSI ONS CONNECTED W TH THE
NEGOTI ATI ONS OF A COLLECTI VE BARGAI NI NG AGREEMENT WHEN EI THER
PARTY REQUESTS A CLOSED MEETI NG

(D) FOR TRIAL OR SETTLEMENT STRATEGY SESSI ONS | N CONNECTI ON
W TH SPECI FI C CONTEMPLATED OR PENDI NG LI TI GATION. | F THESE SES-
SI ONS ARE W TH RESPECT TO LI TI GATION TO WHI CH THE COVM SSI ONER OR
THE ATTORNEY GENERAL IS A PARTY, M NUTES REGARDI NG THESE SESSI ONS
ARE NOT SUBJECT TO EXAM NATI ON AND FREE ACCESS BY THE
COW SSI ONER

(E) TO CONSI DER MEDI CAL RECORDS COF AN | NDI VI DUAL

(F) TO CONSI DER THE ACQUI SI TI ON OR DI SPOSAL OF CERTI FI CATES
OF STOCK, BONDS, CERTIFI CATES OF | NDEBTEDNESS, AND OTHER | NTANG -
BLES I N VWHI CH THE NONPROFI T HEALTH | NSURER MAY | NVEST FUNDS UNDER
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TH' S CHAPTER, |F THE | NFORMATI ON REGARDI NG PROPOSED ACQUI SI TI ON
OR DI SPOSAL MAY AFFECT THE PRI CE PAI D OR RECEI VED.

(G TO CONSI DER PROVI DER APPEALS WHEN THE PROVI DER HAS
REQUESTED A CLOSED HEARI NG

(H TO DI SCUSS MARKETI NG STRATEGY W TH REGARD TO A PARTI CU-
LAR CUSTOMER OR LI M TED GROUP OF CUSTOMERS, OR TO DI SCUSS A NEW
OR CHANGED BENEFI T, THE PREMATURE DI SCLOSURE OF WH CH WOULD HAVE
AN ADVERSE | MPACT ON THE NONPROFI T HEALTH | NSURER.

(1) TO CONSI DER THE REMOVAL OF A DI RECTOR FROM THE BOARD
WHEN THE DI RECTOR REQUESTS A CLOSED HEARI NG

(3) THE DATE AND TI ME OF PREPARATI ON AND EXI STENCE OF THE
M NUTES DESCRI BED | N SUBSECTI ON (2), THE CONTENTS OF WHI CH SHALL
NOT BE DI SCLOSABLE EXCEPT TO THE COWM SSI ONER, SHALL BE NOTED I N
THE M NUTES REQUI RED TO BE KEPT UNDER SUBSECTI ON (1). ONCE
ACTI ON | S TAKEN BY THE BOARD TO | MPLEMENT A CONSI DERATI ON OR DI S-
CUSSI ON DESCRI BED | N SUBSECTI ON (2) (B), (F), (G, OR (H), ONCE A
COLLECTI VE BARGAI Nl NG AGREEMENT | S REACHED AS DESCRI BED | N SUB-
SECTI ON (2) (C), ONCE LI TI GATION IS NO LONGER PENDI NG AS DESCRI BED
I N SUBSECTI ON (2) (D), OR ONCE A CLOSED HEARI NG |'S CONCLUDED AS
DESCRI BED | N SUBSECTI ON (2) (1), AND UPON THE REQUEST OF THE
DI RECTOR TO WHOM THE HEARI NG PERTAI NED, THE M NUTES RELATI NG TO
THE CONSI DERATI ON, DI SCUSSI ON, OR STRATEGY SESSI ON SHALL BE PUB-
LI SHED AND DI SSEM NATED W TH THE NEXT SUCCEEDI NG SET OF M NUTES
PUBLI SHED AND DI SSEM NATED UNDER SUBSECTI ON (1) .

SEC. 3726. THE BOARD SHALL ESTABLI SH A COVPENSATI ON PLAN
FOR EXECUTI VE AND SENI OR LEVEL MANAGEMENT OF THE NONPROFI T HEALTH
| NSURER, | NCLUDI NG ANY BONUS PLAN Tl ED TO PERFORMANCE OF THE
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NONPROFI T HEALTH | NSURER, WHI CH SHALL BE FI LED W TH AND APPROVED
BY THE COW SSI ONER BEFORE | T BECOVES EFFECTI VE. THE COW S-
SI ONER SHALL BE NOTI FI ED OF ANY BONUS | SSUED TO AN EXECUTI VE OR
SENI OR LEVEL MEMBER OF MANAGEMENT OF THE NONPRCFI T HEALTH | NSURER
WTH N 10 DAYS OF | SSUANCE OF THE BONUS. THE BOARD SHALL | DEN-
TIFY I N THE COVPENSATI ON PLAN, SUBJECT TO THE COW SSI ONER' S
APPROVAL, THOSE EXECUTI VE AND SENI OR LEVEL MANAGEMENT POSI TI ONS
COVERED UNDER THE COVPENSATI ON PLAN.

SEC. 3727. (1) A CONTRACT OR OTHER TRANSACTI ON BETWEEN A
NONPROFI T HEALTH | NSURER AND 1 OR MORE OF | TS DI RECTORS OR OFFI -
CERS, OR BETVWEEN A NONPROFI T HEALTH | NSURER AND ANY OTHER CORPO-
RATI ON, FIRM OR ASSOCI ATION OF ANY TYPE OR KIND IN WVHICH 1 OR
MORE OF | TS DI RECTORS OR OFFI CERS ARE DI RECTORS OR OFFI CERS, OR
ARE OTHERW SE | NTERESTED, 1S NOT VO D OR VO DABLE SOLELY BECAUSE
OF TH'S COWON DI RECTORSHI P, OFFI CERSHI P, OR | NTEREST, OR SOLELY
BECAUSE THE DI RECTORS ARE PRESENT AT THE MEETI NG OF THE BOARD
THAT AUTHORI ZES OR APPROVES THE CONTRACT OR TRANSACTION, | F ALL
OF THE FOLLOW NG CONDI TI ONS ARE SATI SFI ED:

(A) THE CONTRACT OR OTHER TRANSACTI ON | S FAI R AND REASONABLE
TO THE NONPROFI T HEALTH | NSURER WHEN I T | S AUTHORI ZED, APPROVED,
OR RATI FI ED.

(B) THE MATERI AL FACTS AS TO THE OFFICER' S OR DI RECTOR S
RELATI ONSHI P OR | NTEREST AND AS TO THE CONTRACT OR TRANSACTI ON
ARE DI SCLOSED OR KNOWN TO THE BOARD, AND THE BOARD AUTHORI ZES,
APPROVES, OR RATI FI ES THE CONTRACT OR TRANSACTI ON BY A VOTE SUF-
FI Cl ENT FOR THE PURPOSE. THE CONDI TIONS OF THI' S SUBDI VI SI ON
SHALL BE CONSI DERED SATI SFI ED ONLY | F THE OFFI CER OR DI RECTOR HAS
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ANNOUNCED THE POTENTI AL CONFLI CT BEFORE THE VOTE, THE M NUTES OF
THE MEETI NG REFLECT THAT ANNOUNCEMENT, AND THE OFFI CER OR DI REC-
TOR ABSTAI NED FROM THE VOTE.

(2) I'F THE VALID TY OF A CONTRACT DESCRI BED | N SUBSECTI ON
(1) 1'S QUESTI ONED, THE BURDEN OF ESTABLI SHI NG I TS VALI DI TY ON THE
GROUNDS PRESCRI BED | S UPON THE DI RECTOR, OFFI CER, CORPORATI ON,
FIRM OR ASSOCI ATI ON ASSERTI NG | TS VALI DI TY.

(3) COVMON OR | NTERESTED DI RECTORS SHALL NOT BE COUNTED I N
DETERM NI NG THE PRESENCE OF A QUORUM AT A BOARD MEETI NG AT THE
TIME A CONTRACT OR TRANSACTI ON DESCRI BED I N SUBSECTION (1) IS
AUTHORI ZED, APPROVED, OR RATI FI ED.

(4) THE BYLAWS OF A NONPROFI T HEALTH | NSURER MAY | NCLUDE
PROVI SI ONS REGARDI NG CONFLI CT OF | NTEREST THAT ARE MORE STRI NGENT
THAN THI' S SECTI ON

PART 3

SEC. 3731. (1) A NONPRCFIT HEALTH | NSURER ESTABLI SHED
MAI NTAI NED, OR OPERATING IN THI S STATE SHALL OFFER HEALTH CARE
BENEFI TS TO ALL RESI DENTS OF THI S STATE, AND MAY OFFER OTHER
HEALTH CARE BENEFI TS AS THE | NSURER SPECI FI ES W TH THE APPROVAL
OF THE COMM SSI ONER.

(2) A NONPRCFI T HEALTH I NSURER MAY LIM T THE HEALTH CARE
BENEFI TS THAT I T WLL FURNI SH, EXCEPT AS PROVIDED IN THI S ACT
AND MAY DI VI DE THE HEALTH CARE BENEFI TS THAT | T ELECTS TO FURNI SH
| NTO CLASSES OR KI NDS

(3) A NONPRCFI T HEALTH | NSURER SHALL NOT DO ANY OF THE
FOLLOW NG.

06816' 02 *



© 00 N oo o~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

76

(A) REFUSE TO | SSUE OR CONTI NUE A CERTI FI CATE TO 1 OR MORE
RESI DENTS OF THI S STATE, EXCEPT WHI LE THE | NDI VI DUAL, BASED ON A
TRANSACTI ON OR OCCURRENCE | NVOLVI NG A NONPROFI T HEALTH | NSURER,
'S SERVI NG A SENTENCE ARI SI NG QUT OF A CHARGE OF FRAUD, |S SATI S-
FYING A CIVIL JUDGVENT, OR IS MAKI NG RESTI TUTI ON PURSUANT TO A
VOLUNTARY PAYMENT AGREEMENT BETWEEN THE NONPROFI T HEALTH | NSURER
AND THE | NDI VI DUAL.

(B) REFUSE TO CONTI NUE | N EFFECT A CERTIFI CATE WTH 1 OR
MORE RESI DENTS OF THI S STATE, OTHER THAN FOR FAI LURE TO PAY
AMOUNTS DUE FOR A CERTI FI CATE, EXCEPT AS ALLOWED FOR REFUSAL TO
| SSUE A CERTI FI CATE UNDER SUBDI VI SI ON (A) .

(© LIMT THE COVERAGE AVAI LABLE UNDER A CERTI FI CATE, W TH-
OQUT THE PRI OR APPROVAL OF THE COW SSI ONER, UNLESS THE LI M TATI ON
IS AS A RESULT OF: AN AGREEMENT W TH THE PERSON PAYI NG FOR THE
COVERAGE; AN AGREEMENT W TH THE | NDI VI DUAL DESI GNATED BY THE PER-
SONS PAYI NG FOR OR CONTRACTI NG FOR THE COVERAGE; OR A COLLECTI VE
BARGAI NI NG AGREEMENT.

(4) A NONPRCFI T HEALTH | NSURER HAS THE RI GHT TO STATUS AS A
PARTY | N | NTEREST, WHETHER BY | NTERVENTI ON OR OTHERW SE, | N ANY
JUDI CI AL, QUASI -JUDI Cl AL, OR ADM NI STRATI VE AGENCY PROCEEDI NG I N
TH S STATE FOR THE PURPOSE OF ENFORCI NG ANY RIGHTS | T MAY HAVE
FOR RElI MBURSEMENT OF PAYMENTS MADE OR ADVANCED FOR HEALTH CARE
SERVI CES ON BEHALF OF 1 OR MORE OF | TS SUBSCRI BERS OR MEMBERS.

(5) A NONPRCFI'T HEALTH | NSURER SHALL NOT LIM T OR DENY COV-
ERAGE TO A SUBSCRI BER OR LIM T OR DENY REI MBURSEMENT TO A PRO-

VI DER ON THE GROUND THAT SERVI CES WERE RENDERED WHI LE THE
SUBSCRI BER WAS I N A HEALTH CARE FACI LI TY OPERATED BY THI S STATE

06816' 02 *



© 00 N oo o~ W N P

N N N NN N NN P PBP R P B R R R R R
N~ o 0o ~N W N RBP O © 0 N o 00 M W N P O

77
OR A POLITICAL SUBDI VI SION OF THI'S STATE. A NONPROFI T HEALTH
| NSURER SHALL NOT LIM T OR DENY PARTI Cl PATI ON STATUS TO A HEALTH
CARE FACILITY ON THE GROUND THAT THE HEALTH CARE FACILITY IS
OPERATED BY THI S STATE OR A POLI TI CAL SUBDI VI SION OF THI S STATE,
| F THE FACI LI TY MEETS THE STANDARDS SET BY THE NONPROFI T HEALTH
| NSURER FOR ALL OTHER FACI LI TI ES OF THAT TYPE,
GOVERNMENT- OPERATED OR OTHERW SE. TO QUALI FY FOR PARTI CI PATI ON
AND RElI MBURSEMENT, A FACILITY SHALL, AT AMNTMUM MEET ALL OF
THE FOLLOW NG REQUI REMENTS, WHI CH SHALL APPLY TO ALL SIM LAR
FACI LI TI ES:

(A) BE ACCREDI TED BY THE JO NT COWM SSI ON ON ACCREDI TATI ON
OF HOSPI TALS.

(B) MEET THE CERTI FI CATI ON STANDARDS OF THE MEDI CARE PROGRAM
AND THE MEDI CAI D PROGRAM

(© MEET ALL STATUTORY REQUI REMENTS FOR CERTI FI CATE OF
NEED.

(D) FOLLOW CGENERALLY ACCEPTED ACCOUNTI NG PRI NCI PLES AND
PRACTI CES.

(E) HAVE A COMMUNI TY ADVI SCRY BOARD.

(F) HAVE A PROGRAM OF UTI LI ZATI ON AND PEER REVI EW TO ASSURE
THAT PATI ENT CARE | S APPROPRI ATE AND AT AN ACUTE LEVEL.

(G DESI GNATE THAT PORTION OF THE FACILITY THAT IS TO BE
USED FOR ACUTE CARE.

SEC. 3732. (1) A NONPRCFIT HEALTH | NSURER DELI VERI NG, | SSU-
| NG FOR DELI VERY, OR RENEW NG IN TH S STATE A MEDI UM LARGE SUB-
SCRI BER GROUP CERTI FI CATE SHALL FURNI SH TO A PAYOR, W THI N 30
DAYS AFTER RECEI VI NG A WRI TTEN REQUEST THEREFORE AND UPON PAYMENT
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OF A REASONABLE CHARGE, ALL OF THE FOLLOW NG | NFORMATI ON BY
COVERAGE COMPONENT FOR THE CERTI FI CATE | NCURRED DURI NG THE | MVE-
DI ATELY PRECEDI NG 24- MONTH PERI OD:

(A) TOTAL NUVBER OF | NDI VI DUALS COVERED,

(B) TOTAL NUMBER OF CLAI MB.

(C) TOTAL DOLLAR AMOUNT OF CLAI MB.

(D) AMOUNT PAID OR ALLOCATED TO PROVI DERS ON A PER | NDI VI D-
UAL BASI'S NOT | NCLUDED | N SUBDI VI SIONS (A) TO (C).

(E) ALL PERTI NENT | NFORVATI ON USED BY THE NONPROFI T HEALTH
| NSURER TO MAKE | TS RATES FOR THAT GROUP. THI'S SUBDI VI SI ON DOES
NOT REQUI RE THE RELEASE OF ANY | NFORMATI ON OTHERW SE EXEMPT FROM
DI SCLOSURE UNDER THI S CHAPTER. THE COWM SSI ONER SHALL DETERM NE
NOT LESS OFTEN THAN ANNUALLY WHAT |'S PERTI NENT | NFORVATI ON UNDER
TH S SUBDI VI SI ON.

(2) | NFORVATI ON FURNI SHED UNDER SUBSECTI ON (1) SHALL NOT
DI SCLOSE PERSONAL DATA THAT MAY REVEAL THE | DENTI TY OF A COVERED
| NDI VI DUAL. | NFORMATI ON FURNI SHED UNDER SUBSECTI ON (1) SHALL BE
COLLECTED AND PROVI DED TO A PAYOR BASED ON THE GROUP THE PAYOR
SPONSORS.

(3) AS USED IN TH S SECTI ON:

(A) "COVERAGE COVPONENT" | NCLUDES, BUT IS NOT LIM TED TO,
| N- PATI ENT AND OUT- PATI ENT FACI LI TY COVERAGE, PROFESSI ONAL PRO-
VI DER COVERAGE, AND PHARMACY COVERAGE.

(B) "PAYOR' MEANS THE PURCHASER OF GROUP COVERAGE WHETHER
THE PURCHASE |'S MADE DI RECTLY FROM THE NONPROFI T HEALTH | NSURER
OR |'S MADE THROUGH A THI RD PARTY ADM NI STRATOR, AN AGENCY, OR
ANOTHER ENTI TY.
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SEC. 3733. (1) IF A GROUP OR NONGROUP CERTI FI CATE OF A
NONPROFI T HEALTH | NSURER PROVI DES FOR HEALTH CARE BENEFI TS FOR A

HEALTH CARE SERVI CE AND | F THAT SERVI CE WAS LEGALLY PERFORVED,
THOSE BENEFI TS OR REI MBURSEMENT FOR THE PROVI SI ON OF THE SERVI CE
SHALL NOT BE DEN ED BECAUSE THE SERVI CE WAS RENDERED BY A

DENTI ST.

(2) AS USED IN THI'S SECTI ON, "DENTI ST" MEANS AN | NDI VI DUAL
LI CENSED UNDER PART 166 OF THE PUBLI C HEALTH CODE, 1978 PA 368,
MCL 333. 16601 TO 333. 16648.

(3) TH'S SECTI ON APPLI ES TO CERTI FI CATES | SSUED OR RENEVED
ON OR AFTER THE EFFECTI VE DATE OF THI'S SECTI ON AND APPLI ES NOT-
W THSTANDI NG ANY CERTI FI CATE PROVI S| ON TO THE CONTRARY.

SEC. 3734. (1) SUBJECT TO SUBSECTIONS (2) AND (3), IF A
NONPROFI T HEALTH | NSURER GROUP OR NONGROUP CERTI FI CATE PROVI DES
FOR HEALTH CARE BENEFI TS FOR SERVI CES PERFORMVED BY A PHYSI CI AN S
ASS| STANT, THOSE BENEFI TS OR REI MBURSEMENT FOR THOSE BENEFI TS AT
THE PREVAI LI NG RATE SHALL NOT BE DENI ED | F THE SERVI CES WERE PER-
FORVED BY A PHYSI Cl AN'S ASSI STANT ACTI NG W THI N THE SCOPE OF HI S
OR HER LI CENSE AND | F THE FOLLON NG ARE MET:

(A) | F THE SERVI CES WERE PERFORMED BY A PHYSI Cl AN S ASS| ST-
ANT WORKI NG FOR A PHYSI Cl AN OR FACI LI TY SPECI ALI ZING I N A PARTI C-
ULAR AREA OF MEDI CI NE, A PHYSI Cl AN THAT SPECI ALI ZES | N THAT AREA
OF MEDI CI NE WAS PHYSI CALLY PRESENT ON THE PREM SES WHEN THE
PHYSI Cl AN S ASSI STANT PERFORMED THE SERVI CES.

(B) | F THE SERVI CES WERE PERFORMED BY A PHYSI Cl AN S ASS| ST-
ANT WORKI NG FOR A PHYSI Cl AN OR FACI LI TY ENGAG NG | N GENERAL
FAM LY PRACTI CE, A PHYSI Cl AN NEED NOT HAVE BEEN PHYSI CALLY
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PRESENT ON THE PREM SES WHEN THE PHYSI Cl AN S ASSI STANT PERFORVED
THE SERVI CES SO LONG AS A CONSULTI NG PHYSI CIAN |'S W THI N 150
M LES OR 3 HOURS' COWMMUTE TO WHERE THE SERVI CES ARE PERFORVED.

(2) THI'S SECTI ON APPLIES TO A PHYSI Cl AN S ASSI STANT WHO PER-
FORMBS SERVI CES I N ANY OF THE FOLLOW NG

(A) A COUNTY WTH A POPULATI ON OF 25,000 OR LESS.

(B) A CERTI FI ED RURAL HEALTH CLI NI C.

(C) A HEALTH PROFESS|I ONAL SHORTAGE AREA.

(3) FOR PURPOSES OF SUBSECTI ON (1), A PHYSI Cl AN SUPERVI SI NG
A PHYSI Cl AN' S ASSI STANT SHALL DO SO FROM W THI N M CHI GAN OR FROM
A STATE BORDERI NG M CHI GAN.

(4) AS USED IN TH S SECTI ON:

(A) "HEALTH PROFESSI ONAL SHORTAGE AREA" MEANS THAT TERM AS
DEFI NED | N SECTI ON 332(A) (1) OF SUBPART Il OF PART D OF TITLE |11
OF THE PUBLI C HEALTH SERVI CE ACT, CHAPTER 373, 90 STAT. 2270, 42
U S.C. 254e.

(B) "PHYSI CI AN S ASSI STANT" MEANS AN | NDI VI DUAL LI CENSED AS
A PHYSI Cl AN' S ASSI STANT UNDER ARTI CLE 15 OF THE PUBLI C HEALTH
CODE, 1978 PA 368, MCL 333.16101 TO 333.18838.

(C) "RURAL HEALTH CLINI C' MEANS A RURAL HEALTH CLI NI C AS
DEFI NED UNDER SECTI ON 1861 OF PART D OF TITLE XVII| OF THE SOCI AL
SECURI TY ACT, 42 U.S.C. 1395x, AND CERTI FI ED TO PARTI Cl PATE I N
MEDI CAl D AND MEDI CARE.

SEC. 3735. (1) A HEALTH CARE PROVI DER WHO HAS REASON TO
BELI EVE THAT A NONPROFI T HEALTH | NSURER HAS VI OLATED SECTI ON
2005A, 2006, 2024, OR 2026 CONCERNI NG THAT HEALTH CARE PROVI DER
| S ENTI TLED TO A PRI VATE | NFORVAL MANAGERI AL- LEVEL CONFERENCE
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W TH THE NONPROFI T HEALTH | NSURER AND TO A REVI EW BEFORE THE
COW SSI ONER | F THE CONFERENCE FAI LS TO RESOLVE THE DI SPUTE.

(2) A NONPRCFI' T HEALTH | NSURER SHALL ESTABLI SH REASONABLE
| NTERNAL PROCEDURES TO PROVI DE A HEALTH CARE PROVI DER WTH A PRI -
VATE | NFORVAL MANACERI AL- LEVEL CONFERENCE AS PROVI DED | N
SUBSECTI ON (1). THESE PROCEDURES SHALL PROVI DE FOR ALL OF THE
FOLLOW NG

(A) THAT THE NONPROFI T HEALTH | NSURER SHALL MAKE A FI NAL
VRl TTEN DETERM NATI ON NOT LATER THAN 35 CALENDAR DAYS AFTER A
GRI EVANCE | S SUBM TTED I N WRI TI NG BY THE HEALTH CARE PROVI DER
THE TIM NG FOR THE 35- CALENDAR- DAY PERI OD MAY BE TOLLED, HOWEVER,
FOR ANY PERIGD COF TI ME THE PROVIDER IS PERM TTED TO TAKE UNDER
THE GRI EVANCE PROCEDURE.

(B) A METHOD OF PROVI DI NG THE HEALTH CARE PROVI DER, UPON
REQUEST AND PAYMENT OF A REASONABLE COPYlI NG CHARGE, W TH | NFORMA-
TI ON PERTI NENT TO THE MATTER | N DI SPUTE.

(© A METHOD FOR RESCLVI NG THE DI SPUTE PROVPTLY AND | NFOR-
MALLY, WHI LE PROTECTI NG THE | NTERESTS OF BOTH THE HEALTH CARE
PROVI DER AND THE NONPROFI T HEALTH I NSURER. THE METHOD UNDER THI S
SUBDI VI SI ON SHALL | NCLUDE AT LEAST ALL OF THE FOLLOW NG

(i) THAT THE NONPRCFI T HEALTH | NSURER SHALL HOLD A PRI VATE
| NFORVAL MANAGERI AL- LEVEL CONFERENCE UNDER THI'S SECTION WTHIN A
REASONABLY ACCESSI BLE DI STANCE FROM THE M CHI GAN ADDRESS OF THE
HEALTH CARE PROVI DER AND AT A TI ME REASONABLY CONVENI ENT TO THE
HEALTH CARE PROVI DER OR THE HEALTH CARE PROVI DER' S AGENT OR
REPRESENTATI VE. AT THE REQUEST OF THE HEALTH CARE PROVI DER, THE
CONFERENCE SHALL BE HELD BY TELEPHONE.
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(i) THAT NOT LATER THAN 20 DAYS AFTER THE CONFERENCE, THE
NONPROFI T HEALTH | NSURER SHALL PROVI DE THE HEALTH CARE PROVI DER
WTH ALL OF THE FOLLOW NG

(A) THE NONPROFI T HEALTH | NSURER S PROPOSED RESOLUTI ON.

(B) THE FACTS, W TH SUPPORTI NG DOCUMENTATI ON, UPON WHI CH THE
PROPOSED RESOLUTI ON | S BASED.

(©) THE SPECI FI C SECTI ON OR SECTI ONS OF THE LAW CERTI FI -
CATE, CONTRACT, OR OTHER WRI TTEN POLI CY OR DOCUMENT UPON WHI CH
THE PROPOSED RESCLUTI ON | S BASED.

(D) A STATEMENT EXPLAI NI NG THE HEALTH CARE PROVI DER S RI GHT
TO APPEAL THE MATTER TO THE COWM SSI ONER W THI N 120 DAYS AFTER
RECEI PT OF THE NONPROFI T HEALTH | NSURER S FI NAL DETERM NATI ON.

(E) A STATEMENT DESCRI BI NG THE STATUS OF THE CLAI M
| NVOLVED.

(3) A NONPRCFI T HEALTH | NSURER SHALL DO ALL OF THE
FOLLOW NG

(A) AT THE TI ME OF A REFUSAL TO PAY A CLAI M MADE BY A HEALTH
CARE PROVI DER, THE NONPROFI T HEALTH | NSURER SHALL PROVI DE I N
VRI TI NG TO THE HEALTH CARE PROVI DER A CLEAR, CONCI SE, AND SPE-

Cl FI C EXPLANATI ON OF ALL THE REASONS FOR THE REFUSAL. THI S

NOTI CE SHALL NOTI FY THE HEALTH CARE PROVI DER OF H' S OR HER RI GHT
TO A PRI VATE | NFORVAL MANAGERI AL- LEVEL CONFERENCE | F THE HEALTH
CARE PROVI DER BELI EVES THE REFUSAL TO BE I N VI CLATI ON OF SECTI ON
2005A, 2006, 2024, OR 2026.

(B) I'N ADDI TION TO THE NOTI CE REQUI RED I N SUBDI VI SI ON (A),
AT LEAST ANNUALLY PROVI DE NOTI CE TO EACH HEALTH CARE PROVI DER
W TH WHOM THE NONPROFI T HEALTH | NSURER HAS CONTACT OF THE HEALTH
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CARE PROVIDER S RI GHT TO A PRI VATE | NFORVAL MANACGERI AL- LEVEL
CONFERENCE UNDER THI'S SECTI ON. THE NOTI CE SHALL REASONABLY
| NFORM HEALTH CARE PROVI DERS OF THEI R RI GHTS UNDER THI S SECTI ON.

(4) I'F THE NONPROFI T HEALTH | NSURER FAI LS TO PROVI DE A CON-
FERENCE AND A FI NAL DETERM NATI ON W THI N 35 DAYS AFTER A REQUEST
BY A HEALTH CARE PROVI DER, OR | F THE HEALTH CARE PROVI DER DI S-
AGREES W TH THE PROPCSED RESOLUTI ON OF THE NONPROFI T HEALTH
| NSURER AFTER COVPLETI ON OF THE CONFERENCE, THE HEALTH CARE PRO-
VIDER |I'S ENTI TLED TO A DETERM NATI ON OF THE MATTER BY THE
COW SSI ONER. TO BE ENTI TLED TO A DETERM NATI ON BY THE COW S-

SI ONER UNDER THI S SUBSECTI ON, THE HEALTH CARE PROVI DER SHALL FI LE
A VRI TTEN REQUEST W TH THE COMM SSI ONER NOT LATER THAN 120 DAYS
AFTER THE DATE OF THE FI NAL DETERM NATI ON, 120 DAYS AFTER THE
COVPLETI ON OF THE CONFERENCE, OR 120 DAYS AFTER THE EXPI RATI ON OF
THE I NI TI AL 35 DAYS, AS APPLI CABLE. THE COWM SSI ONER MAY EXTEND
TH' S 120-DAY TIME LIMT I F HE OR SHE BELI EVES THERE | S JUST CAUSE
TO DO SO.

(5) I'F EITHER THE NONPRCFI T HEALTH | NSURER OR A HEALTH CARE
PROVI DER DI SAGREES W TH A DETERM NATI ON OF THE COWM SSI ONER UNDER
TH S SECTI ON, THE COW SSI ONER, | F REQUESTED TO DO SO BY El THER
PARTY, SHALL PROCEED TO HEAR THE MATTER AS A CONTESTED CASE UNDER
THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306,

MCL 24.201 TO 24.328. THE COW SSI ONER SHALL NOTI FY THE NON-
PROFI T HEALTH | NSURER AND HEALTH CARE PROVIDER IN H' S OR HER
DETERM NATI ON UNDER THI' S SECTI ON OF THE RI GHT TO A CONTESTED CASE
HEARI NG  TO BE ENTI TLED TO A CONTESTED CASE HEARI NG UNDER THI S
SUBSECTI ON, THE PERSON REQUESTI NG THE CONTESTED CASE HEARI NG
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SHALL FILE A WRI TTEN REQUEST W TH THE COWM SSI ONER ON OR BEFORE
THE EXPI RATI ON OF 60 DAYS AFTER THE DATE OF THE DETERM NATI ON

SEC. 3736. (1) A NONPRCFIT HEALTH | NSURER SHALL, | N ORDER
TO ENSURE THE CONFI DENTI ALI TY OF RECORDS CONTAI NI NG PERSONAL DATA
THAT MAY BE ASSOCI ATED W TH | DENTI FI ABLE MEMBERS, USE REASONABLE
CARE TO SECURE THESE RECORDS FROM UNAUTHORI ZED ACCESS AND TO COL-
LECT ONLY PERSONAL DATA NECESSARY FOR THE PROPER REVI EW AND PAY-
MENT OF CLAI MS. EXCEPT AS IS NECESSARY FOR CLAI MS ADJUDI CATI ON,
CLAI M5 VERI FI CATI ON, OR WHEN REQUI RED BY LAW A NONPROFI T HEALTH
| NSURER SHALL NOT DI SCLOSE RECORDS CONTAI NI NG PERSONAL DATA THAT
MAY BE ASSOCI ATED W TH AN | DENTI FI ABLE MEMBER, OR PERSONAL | NFOR-
MATI ON CONCERNI NG A MEMBER, TO A PERSON OTHER THAN THE MEMBER
W THOUT THE PRI OR AND SPECI FI C | NFORMVED CONSENT OF THE MEMBER TO
WHOM THE DATA OR | NFORVATI ON PERTAINS. THE MEMBER S CONSENT
SHALL BE IN WRI TING  EXCEPT WHEN A DI SCLOSURE | S MADE TO THE
COWM SSI ONER OR ANOTHER GOVERNMENTAL AGENCY, A COURT, OR ANY
OTHER GOVERNMENTAL ENTITY, A NONPROFI T HEALTH | NSURER SHALL MAKE
A DI SCLOSURE FOR VWHI CH PRI OR AND SPECI FI C | NFORMED CONSENT IS NOT
REQUI RED UPON THE CONDI TI ON THAT THE PERSON TO WHOM THE DI SCLG
SURE | S MADE PROTECT AND USE THE DI SCLOSED DATA OR | NFORVATI ON
ONLY | N THE MANNER AUTHCORI ZED BY THE NONPROFI T HEALTH | NSURER
UNDER SUBSECTION (2). | F A MEMBER HAS AUTHORI ZED THE RELEASE OF
PERSONAL DATA TO A SPECI FI C PERSON, A NONPROFI T HEALTH | NSURER
SHALL MAKE A DI SCLOSURE TO THAT PERSON UPON THE CONDI TI ON THAT
THE PERSON SHALL NOT RELEASE THE DATA TO A THI RD PERSON UNLESS
THE MEMBER EXECUTES | N WRI TI NG ANOTHER PRI OR AND SPECI FI C
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| NFORVED CONSENT AUTHORI ZI NG THE ADDI TI ONAL RELEASE. THI' S
SUBSECTI ON DCES NOT PRECLUDE ElI THER OF THE FOLLOW NG

(A) THE RELEASE OF | NFORVATI ON TO A MEMBER, PERTAI NI NG TO
THAT MEMBER, BY TELEPHONE, |F THE I DENTITY OF THE MEMBER I S
VERI FI ED.

(B) A REPRESENTATI VE OF A SUBSCRI BER GROUP, UPON REQUEST OF
A MEMBER OF THAT SUBSCRI BER GROUP, OR AN ELECTED OFFI Cl AL, UPON
REQUEST OF A CONSTI TUENT, FROM ASSI STI NG THE | NDI VI DUAL | N
RESOLVI NG A CLAI M

(2) THE BOARD CF DI RECTORS OF A NONPROFI T HEALTH | NSURER
SHALL ESTABLI SH AND MAKE PUBLI C THE PCLI CY OF THE NONPRCFI T
HEALTH | NSURER REGARDI NG THE PROTECTI ON OF THE PRI VACY OF MEMBERS
AND THE CONFI DENTI ALI TY OF PERSONAL DATA. THE POLICY, AT A M NI -
MUM SHALL DO ALL OF THE FOLLOW NG

(A) PROVI DE FOR THE NONPROFI T HEALTH | NSURER S | MPLEMENTA-
TION OF PROVISIONS IN THI S ACT AND OTHER APPLI CABLE LAW RESPECT-
| NG COLLECTI ON, SECURI TY, USE, RELEASE OF, AND ACCESS TO PERSONAL
DATA.

(B) I DENTI FY THE ROUTI NE USES OF PERSONAL DATA BY THE NON-
PROFI T HEALTH | NSURER; PRESCRI BE THE MEANS BY VWH CH MEMBERS W LL
BE NOTI FI ED REGARDI NG THOSE USES; AND PROVI DE FOR NOTI FI CATI ON
REGARDI NG THE ACTUAL RELEASE OF PERSONAL DATA AND | NFORMATI ON
THAT MAY BE | DENTI FI ED WTH, OR THAT CONCERN, A MEMBER, UPON SPE-
Cl FI C REQUEST BY THAT MEMBER. AS USED IN TH' S SUBDI VI SI ON,
"ROUTI NE USE" MEANS THE ORDI NARY USE OR RELEASE OF PERSONAL DATA
COVPATI BLE W TH THE PURPOSE FOR WHI CH THE DATA WERE COLLECTED.
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(©) ASSURE THAT NO PERSON SHALL HAVE ACCESS TO PERSONAL DATA
EXCEPT ON THE BASI S OF A NEED TO KNOW

(D) ESTABLI SH THE CONTRACTUAL OR OTHER CONDI TI ONS UNDER
VH CH THE NONPROFI T HEALTH | NSURER W LL RELEASE PERSONAL DATA.

(E) PROVI DE THAT ENRCLLMENT APPLI CATI ONS AND CLAI M FORMS
DEVELOPED BY THE NONPROFI T HEALTH | NSURER SHALL CONTAI N A
MEMBER S CONSENT TO THE RELEASE OF DATA AND | NFORVATI ON THAT I S
LIMTED TO THE DATA AND | NFORVATI ON NECESSARY FOR THE PROPER
REVI EW AND PAYMENT OF CLAI MS, AND SHALL REASONABLY NOTI FY MEMBERS
OF THEI R RI GHTS PURSUANT TO THE BOARD S PCLI CY AND APPLI CABLE
LAW

(F) PROVI DE THAT APPLI CANTS FOR NEW OR RENEWED CERTI FI CATES
SHALL BE ADVI SED THAT THE NONPROFI T HEALTH | NSURER DCES NOT
REQUI RE THE USE OF THE APPLI CANT' S FEDERAL SOCI AL SECURI TY
ACCOUNT NUMBER AND THAT, WHEN APPLI CABLE, ANOTHER AUTHORI TY DOES
REQUI RE USE OF THE NUMBER.

(3) A NONPRCFI T HEALTH | NSURER THAT VI OLATES THIS SECTION IS
GUI LTY OF A M SDEMEANCR PUNI SHABLE BY A FI NE OF NOT MORE THAN
$1, 000. 00 FOR EACH VI OLATI ON.

(4) A MEMBER MAY BRING A CIVIL ACTI ON FOR DAMAGES AGAI NST A
NONPROFI T HEALTH | NSURER FOR A VI CLATI ON OF THI S SECTI ON AND MAY
RECOVER ACTUAL DAMACES OR $200. 00, WHI CHEVER | S CREATER, TOGETHER
W TH REASONABLE ATTORNEYS' FEES AND COSTS.

(5) THI'S SECTI ON DOES NOT LIM T ACCESS TO RECORDS OR ENLARGE
OR DIM NI SH THE | NVESTI GATI VE AND EXAM NATI ON PONERS OF GOVERN-
MENTAL AGENCI ES, AS PROVI DED FOR BY LAW
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SEC. 3737. A CIVIL ACTI ON FOR NEGLI GENCE BASED UPON, OR
ARl SI NG OUT OF, THE HEALTH CARE PROVI DER- PATI ENT RELATI ONSHI P
SHALL NOT BE MAI NTAI NED AGAI NST A NONPROFI T HEALTH | NSURER.

SEC. 3738. (1) A NONPROFI T HEALTH | NSURER SHALL OFFER BENE-
FI TS FOR THE | NPATI ENT TREATMENT OF SUBSTANCE ABUSE BY A LI CENSED
ALLOPATHI C PHYSI Cl AN OR A LI CENSED OSTEOPATHI C PHYSI CI AN I N A
HEALTH CARE FACI LI TY OPERATED BY THI S STATE OR APPROVED BY THE
DEPARTMVENT OF COMMUNI TY HEALTH FOR THE HOSPI TALI ZATI ON FOR, OR
TREATMENT OF, SUBSTANCE ABUSE.

(2) SUBJECT TO SUBSECTI ON (3), A NONPROFI T HEALTH | NSURER
MAY ENTER | NTO CONTRACTS W TH PROVI DERS FOR THE RENDERI NG OF
| NPATI ENT SUBSTANCE ABUSE TREATMENT BY THOSE PROVI DERS.

(3) A CONTRACTI NG PROVI DER RENDERI NG | NPATI ENT SUBSTANCE
ABUSE TREATMENT FOR PATI ENTS OTHER THAN ADOLESCENT PATI ENTS SHALL
BE A LI CENSED HOSPI TAL OR A SUBSTANCE ABUSE SERVI CE PROGRAM
LI CENSED UNDER ARTI CLE 6 OF THE PUBLI C HEALTH CODE, 1978 PA 368,
MCL 333.6101 TO 333.6523, AND SHALL MEET THE STANDARDS SET BY THE
NONPROFI T HEALTH | NSURER FOR CONTRACTI NG HEALTH CARE FACI LI Tl ES.

(4) I'N ADDI TION TO THE REQUI REMENTS OF THI S SECTION, A NOM
PROFI T HEALTH | NSURER SHALL COMPLY W TH SECTI ONS 3425 AND 3609A.

SEC. 3739. (1) A NONPROFI T HEALTH | NSURER SHALL OFFER OR
| NCLUDE COVERAGE, | N ALL GROUP AND NONGROUP CERTI FI CATES, TO PRO
VI DE BENEFI TS FOR PROSTHETI C DEVI CES TO MAI NTAI N OR REPLACE THE
BODY PART OF AN | NDI VI DUAL WHOSE COVERED | LLNESS OR | NJURY HAS
REQUI RED THE REMOVAL OF THAT BODY PART. HOWEVER, CERTI FI CATES
RESULTI NG FROM COLLECTI VE BARGAI Nl NG AGREEMENTS ARE EXEMPT FROM
THI'S SUBSECTI ON. THI'S COVERAGE SHALL PROVI DE THAT REASONABLE
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CHARGES FOR MEDI CAL CARE AND ATTENDANCE FOR AN | NDI VI DUAL FI TTED
W TH A PROSTHETI C DEVI CE SHALL BE COVERED BENEFI TS AFTER THE
| NDI VI DUAL' S ATTENDI NG PHYSI CI AN HAS CERTI FI ED THE MEDI CAL NECES-
SITY OR DESI RABI LI TY FOR A PROPOSED COURSE OF REHABI LI TATI VE
TREATMENT.

(2) I'N ALL GROUP AND NONGROUP CERTI FI CATES, A NONPROFI T
HEALTH | NSURER SHALL PROVI DE BENEFI TS FOR PROSTHETI C DEVI CES TO
MAI NTAI N OR REPLACE THE BODY PART OF AN | NDI VI DUAL VWHO HAS UNDER-
GONE A MASTECTOW. TH S COVERAGE SHALL PROVI DE THAT REASONABLE
CHARGES FOR MEDI CAL CARE AND ATTENDANCE FOR AN | NDI VI DUAL WHO
RECEI VES RECONSTRUCTI VE SURGERY FOLLOW NG A MASTECTOWY OR WHO | S
FITTED WTH A PROSTHETI C DEVI CE SHALL BE COVERED BENEFI TS AFTER
THE | NDI VI DUAL' S ATTENDI NG PHYSI CI AN HAS CERTI FI ED THE MEDI CAL
NECESSI TY OR DESI RABI LI TY OF A PROPOCSED COURSE OF REHABI LI TATI VE
TREATMENT. THE COST AND FI TTI NG OF A PROSTHETI C DEVI CE FOLLOW NG
A MASTECTOWY | S | NCLUDED W THI N THE TYPE OF COVERAGE | NTENDED BY
THI' S SUBSECTI ON.

SEC. 3739A. (1) A NONPROFI T HEALTH | NSURER SHALL ESTABLI SH
AND PROVI DE TO MEMBERS AND PARTI Cl PATI NG PROVI DERS A PROGRAM TO
PREVENT THE ONSET OF CLI NI CAL DI ABETES. TH S PROGRAM FOR PARTI C-
| PATI NG PROVI DERS SHALL EMPHASI ZE BEST PRACTI CE GUI DELI NES TO
PREVENT THE ONSET OF CLI NI CAL DI ABETES AND TO TREAT DI ABETES,

I NCLUDI NG, BUT NOT LIMTED TO, DI ET, LIFESTYLE, PHYSI CAL EXERCI SE
AND FI TNESS, AND EARLY DI AGNOSI S AND TREATMENT.

(2) A NONPRCFI T HEALTH | NSURER SHALL REGULARLY MEASURE THE
EFFECTI VENESS OF A PROGRAM PROVI DED PURSUANT TO SUBSECTI ON (1) BY
REGULARLY SURVEYI NG GROUP AND NONGROUP MEMBERS COVERED BY THE
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CERTI FI CATE. BY MARCH 28, 2003, EACH NONPROFI T HEALTH | NSURER
SHALL PREPARE A REPORT CONTAI NI NG THE RESULTS OF THE SURVEY AND
SHALL PROVI DE A COPY OF THE REPORT TO THE DEPARTMENT OF COVMUNI TY
HEALTH.

(3) A NONPRCFI T HEALTH | NSURER CERTI FI CATE SHALL PROVI DE
BENEFI TS I N EACH GROUP AND NONGROUP CERTI FI CATE FOR THE FOLLOW NG
EQUI PMENT, SUPPLI ES, AND EDUCATI ONAL TRAI NI NG FOR THE TREATMENT
OF DI ABETES, | F DETERM NED TO BE MEDI CALLY NECESSARY AND PRE-

SCRI BED BY AN ALLOPATHI C OR OSTECPATHI C PHYSI Cl AN:

(A) BLOOD GLUCOSE MONI TORS AND BLOOD GLUCOSE MONI TORS FOR
THE LEGALLY BLI ND.

(B) TEST STRI PS FOR GLUCCSE MONI TORS, VI SUAL READI NG AND
URI NE TESTI NG STRI PS, LANCETS, AND SPRI NG PONERED LANCET

DEVI CES.
(C) 1 NSULI N,
(D) SYRI NGES.

(E) I'NSULIN PUMPS AND MEDI CAL SUPPLI ES REQUI RED FOR THE USE
OF AN I NSULI N PUWP.

(F) NONEXPERI MENTAL MEDI CATI ON FOR CONTROLLI NG BLOOD SUGAR.

(G DI ABETES SELF- MVANAGEMENT TRAI NI NG TO ENSURE THAT PERSONS
W TH DI ABETES ARE TRAI NED AS TO THE PROPER SELF- MANAGEMENT AND
TREATMENT OF THEI R DI ABETI C CONDI Tl ON.

(4) A NONPRCFI T HEALTH | NSURER CERTI FI CATE SHALL PROVI DE
BENEFI TS I N EACH GROUP AND NONGROUP CERTI FI CATE FOR MEDI CALLY
NECESSARY MEDI CATI ONS PRESCRI BED BY AN ALLOPATHI C, OSTEOPATHI C,
OR PODI ATRI C PHYSI CI AN AND USED | N THE TREATMENT OF FOOT
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Al LMENTS, | NFECTI ONS, AND OTHER MEDI CAL CONDI TI ONS OF THE FOCOT,
ANKLE, OR NAILS ASSOCI ATED W TH DI ABETES.

(5) COVERAGE UNDER SUBSECTI ON (3) FOR DI ABETES
SELF- MANAGEMENT TRAINING |'S SUBJECT TO ALL OF THE FOLLOW NG

(A) IS LIMTED TO COWLETI ON OF A CERTI FI ED DI ABETES EDUCA-
TI ON PROGRAM UPON OCCURRENCE OF ElI THER OF THE FOLLOW NG

(i) |'F CONSI DERED MEDI CALLY NECESSARY UPON THE DI AGNOCSI S OF
DI ABETES BY AN ALLOPATHI C OR OSTECPATHI C PHYSI CI AN VHO | S MANAG
| NG THE PATI ENT" S DI ABETI C CONDI TI ON AND | F THE SERVI CES ARE
NEEDED UNDER A COVPREHENSI VE PLAN OF CARE TO ENSURE THERAPY COW
PLI ANCE OR TO PROVI DE NECESSARY SKI LLS AND KNOWL.EDGE.

(i) I'F AN ALLOPATHI C OR OSTEOPATHI C PHYSI CI AN DI AGNOCSES A
SI GNI FI CANT CHANGE W TH LONG TERM | MPLI CATI ONS | N THE PATI ENT' S
SYMPTOVE OR CONDI TI ONS THAT NECESSI TATES CHANGES | N A PATI ENT' S
SELF- MANAGEMENT OR A SI GNI FI CANT CHANGE | N MEDI CAL PROTOCOL OR
TREATMENT MODALI TI ES.

(B) SHALL BE PROVI DED BY A DI ABETES OUTPATI ENT TRAI NI NG PRO-
GRAM CERTI FI ED TO RECEI VE MEDI CARE OR MEDI CAlI D REI MBURSEMENT OR
CERTI FI ED BY THE DEPARTMENT OF COVMUNI TY HEALTH. TRAI NI NG PROG
VI DED UNDER THI' S SUBDI VI SI ON SHALL BE CONDUCTED I N GROUP SETTI NGS
VHENEVER PRACTI CABLE.

(6) BENEFI TS UNDER THI S SECTI ON ARE NOT SUBJECT TO DOLLAR
LIMTS, DEDUCTIBLES, OR COPAYMENT PROVI SI ONS THAT ARE GREATER
THAN THOSE FOR PHYSI CAL | LLNESS GENERALLY.

(7) AS USED IN THI S SECTI ON, "DI ABETES" | NCLUDES ALL OF THE
FOLLOW NG
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(A) GESTATI ONAL DI ABETES.

(B) 1 NSULI N- DEPENDENT DI ABETES.

(C) NON-I NSULI N- DEPENDENT DI ABETES.

PART 4

SEC. 3741. A NONPROFI T HEALTH | NSURER SUBJECT TO THI S CHAP-
TER MAY ENTER | NTO PARTI Cl PATI NG CONTRACTS W TH HEALTH CARE PRO
VI DERS AS PROVIDED IN THI S PART.

SEC. 3742. (1) A NONPRCFIT HEALTH | NSURER MAY ENTER | NTO
PARTI ClI PATI NG CONTRACTS W TH OR EMPLOY HEALTH CARE PROVI DERS ON
THE BASI S OF COST, QUALITY, AVAILABILITY OF SERVICES TO THE MEM
BERSHI P, CONFORM TY TO THE ADM NI STRATI VE PROCEDURES OF THE NON-
PROFI T HEALTH | NSURER, AND OTHER FACTORS RELEVANT TO DELI VERY OF
ECONOM CAL, QUALITY CARE, BUT SHALL NOT DI SCRI M NATE SOLELY ON
THE BASI S OF THE CLASS OF HEALTH CARE PROVI DERS TO WHI CH THE
HEALTH CARE PROVI DER BELONGS.

(2) A NONPRCFI' T HEALTH | NSURER SHALL ENTER | NTO PARTI Cl PAT-
| NG CONTRACTS W TH HEALTH CARE PROVI DERS THROUGH WHI CH COVERED
HEALTH CARE SERVI CES ARE USUALLY PROVI DED TO MEMBERS.

(3) A PARTI CI PATI NG CONTRACT SHALL PROHI BI T THE PARTI Cl PAT-
| NG PROVI DER FROM SEEKI NG PAYMENT FROM A MEMBER FOR HEALTH CARE
SERVI CES COVERED UNDER THE CERTI FI CATE, EXCEPT THAT THE PARTI CI -
PATI NG CONTRACT NMAY ALLOW PARTI Cl PATI NG PROVI DERS TO COLLECT
DEDUCTI BLES AND COPAYMENTS DI RECTLY FROM MEMBERS.

(4) A PARTI CI PATI NG CONTRACT SHALL PROVI DE FOR ALL OF THE
FOLLOW NG

(A) THAT THE PARTI Cl PATI NG PROVI DER MEET AND MAI NTAI N
APPLI CABLE LI CENSURE OR CERTI FI CATI ON REQUI REMENTS.
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(B) FOR APPROPRI ATE ACCESS BY THE NONPROFI T HEALTH | NSURER
TO RECORDS OR REPORTS CONCERNI NG SERVI CE TO I TS MEMBERS.

(© THAT THE PARTI Cl PATI NG PROVI DER COOPERATE W TH THE NON-
PROFI T HEALTH I NSURER S QUALI TY ASSURANCE ACTI VI Tl ES.

(D) FOR THE REI MBURSEMENT METHODCLOGY THAT IS USED TO PAY
THE PARTI CI PATI NG PROVI DER.

(E) FOR A REASONABLE DI SPUTE RESOLUTI ON PROCESS.

(F) PROCEDURES FOR THE TERM NATI ON CF THE PARTI ClI PATI NG
CONTRACT.

(G PROCEDURES FOR AMENDMENTS TO THE CONTRACT, | NCLUDI NG
NOTI FI CATI ON TO PROVI DERS.

SEC. 3743. (1) A PARTICI PATI NG CONTRACT MAY COVER ALL MEM
BERS OR MAY BE A SEPARATE AND | NDI VI DUAL CONTRACT ON A PER CLAI M
BASIS, IF, IN ENTERI NG | NTO A SEPARATE AND | NDI VI DUAL CONTRACT ON
A PER CLAI M BASI S, THE PARTI Cl PATI NG PROVI DER CERTI FI ES TO THE
NONPROFI T HEALTH | NSURER:

(A) THAT THE PROVI DER W LL ACCEPT THE NONPROFI T HEALTH
| NSURER S APPROVED AMOUNT AS PAYMENT I N FULL FOR HEALTH CARE
SERVI CES RENDERED FCOR THE SPECI FI ED CLAI M FOR THE MEMBER
| NDI CATED.

(B) THAT THE PROVI DER W LL ACCEPT THE NONPROFI T HEALTH
| NSURER S APPROVED AMOUNT AS PAYMENT I N FULL FOR ALL CASES
I N\VOLVI NG THE PROCEDURE SPECI FI ED, FOR THE DURATI ON OF THE CALEN-
DAR YEAR AS USED IN THI S SUBDI VI SI ON, PROVI DER DOES NOT | NCLUDE
A PERSON LI CENSED AS A DENTI ST UNDER PART 166 OF THE PUBLI C
HEALTH CODE, 1978 PA 368, MCL 333. 16601 TO 333. 16648.
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(© THAT THE PROVI DER W LL NOT DETERM NE WHETHER TO
PARTI Cl PATE ON A CLAIM ON THE BASI S OF THE RACE, COLOR, CREED,
MARI TAL STATUS, SEX, NATI ONAL ORI G N, RESI DENCE, AGE, DI SABI LI TY,
OR LAWFUL OCCUPATI ON OF THE MEMBER ENTI TLED TO HEALTH CARE
BENEFI TS.

(2) A PARTI Cl PATI NG CONTRACT SHALL PROVI DE THAT THE PRI VATE
PROVI DER- PATI ENT RELATI ONSHI P SHALL BE MAI NTAI NED TO THE EXTENT
PROVI DED FOR BY LAW

(3) A NONPRCFI T HEALTH | NSURER SHALL PROVI DE TO A MEMBER,
UPON REQUEST, A CURRENT LI ST OF PROVI DERS W TH WHOM THE NONPROFI T
HEALTH | NSURER HAS ENTERED | NTO PARTI CI PATI NG CONTRACTS.

SEC. 3744. A NONPRCFI T HEALTH I NSURER SHALL SUBM T TO THE
COWM SSI ONER FOR APPROVAL STANDARD PARTI Cl PATI NG CONTRACT FORMATS
AND ANY SUBSTANTI VE CHANGES TO THOSE PARTI Cl PATI NG CONTRACT
FORMATS. THE CONTRACT FORMAT OR CHANGE |'S CONSI DERED APPROVED 30
DAYS AFTER FILING WTH THE COW SSI ONER UNLESS APPROVED OR DI SAP-
PROVED WTHI N THE 30 DAYS. AS USED IN THI S SECTI ON, "SUBSTANTI VE
CHANGES TO THOSE PARTI Cl PATI NG CONTRACT FORMATS' MEANS ANY CHANGE
TO A PARTI Cl PATI NG CONTRACT THAT ALTERS THE METHOD OF PAYMENT TO
A HEALTH CARE PROVI DER, ALTERS THE RI SK, |F ANY, ASSUMED BY EACH
PARTY TO THE CONTRACT, OR AFFECTS A PROVI SI ON REQUI RED BY LAW

SEC. 3745. (1) A NONPROFI T HEALTH I NSURER SHALL PROVI DE
EVI DENCE TO THE COWM SSI ONER THAT | T HAS EXECUTED PARTI ClI PATI NG
CONTRACTS W TH A SUFFI Cl ENT NUMBER OF HEALTH CARE PROVI DERS TO
ENABLE THE NONPROFI T HEALTH | NSURER TO DELI VER HEALTH CARE SERV-
| CES COVERED UNDER A CERTI FI CATE.
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(2) A NONPRCFI T HEALTH | NSURER SHALL ESTABLI SH AND MAI NTAI N
ADEQUATE PARTI Cl PATI NG CONTRACTS TO ENSURE REASONABLE PROXIM TY
BETWEEN PARTI Cl PATI NG PROVI DERS AND MEMBERS FOR THE DELI VERY OF
COVERED HEALTH CARE SERVI CES. | N DETERM NI NG VHETHER A NONPROFI T
HEALTH | NSURER HAS COWPLI ED W TH THI S SUBSECTI ON, THE COW S-
SI ONER SHALL G VE DUE CONSI DERATI ON TO THE RELATI VE AVAI LABI LI TY
OF HEALTH CARE PROVI DERS | N A GEOGRAPHI C AREA.

PART 5

SEC. 3751. ADM NI STRATI VE COSTS FOR ADM NI STRATI VE SERVI CES
AND COST- PLUS ARRANGEMENTS SHALL BE DETERM NED | N ACCORDANCE W TH
THE ADM NI STRATI VE COSTS ALLOCATI ON METHODOLOGY AND DEFI NI TI ONS
FI LED AND APPROVED UNDER THI S PART AND SHALL BE EXPRESSED CLEARLY
AND ACCURATELY | N THE CONTRACTS ESTABLI SHI NG THE ARRANGEMENTS, AS
A PERCENTAGE OF COSTS RATHER THAN CHARCES.

SEC. 3752. (1) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON
(2), I'F A NONPROFI T HEALTH | NSURER WANTS TO OFFER A NEW CERTI FI -
CATE, CHANCE AN EXI STI NG CERTI FI CATE, OR CHANGE A RATE CHARGE, A
COPY OF THE PROPOSED REVI SED CERTI FI CATE OR PROPOSED RATE SHALL
BE FILED WTH THE COW SSI ONER AND SHALL NOT TAKE EFFECT UNTIL 60
DAYS AFTER THE FI LI NG UNLESS THE COWM SSI ONER APPROVES THE CHANGE
I N WRI TI NG BEFORE THE EXPI RATI ON OF THE 60 DAYS. THE COW S-
SI ONER MAY SUBSEQUENTLY DI SAPPROVE ANY CERTI FI CATE OR RATE
CHANGE.

(2) THE COW SSI ONER SHALL EXEMPT FROM PRI OR APPROVAL CER-
TI FI CATES RESULTI NG FROM A COLLECTI VE BARGAI NI NG AGREEMENT.
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(3) THE COWM SSI ONER MAY DI SAPPROVE, OR APPROVE W TH
MODI FI CATI ONS, A CERTI FI CATE AND APPLI CABLE RATES UNDER 1 OR MORE
OF THE FOLLOW NG Cl RCUMSTANCES:

(A) | F THE RATE CHARCGED FOR THE BENEFI TS PROVI DED | S NOT
EQUI TABLE, NOT ADEQUATE, OR EXCESSI VE, AS DEFI NED I N SECTI ON
3756.

(B) I'F THE CERTI FI CATE CONTAINS 1 OR MORE PROVI SI ONS THAT
ARE UNJUST, UNFAIR, | NEQUI TABLE, M SLEADI NG OR DECEPTI VE OR THAT
ENCOURAGE M SREPRESENTATI ON OF THE COVERAGE.

(4) THE COWM SSI ONER SHALL APPROVE A CERTI FI CATE AND APPLI -
CABLE PROPCSED RATES | F ALL OF THE FOLLOW NG CONDI TI ONS ARE MET:

(A) IF THE RATE CHARGED FOR THE BENEFI TS PROVI DED | S EQUI TA-
BLE, ADEQUATE, AND NOT EXCESSI VE, AS DEFI NED I N SECTI ON 3756.

(B) I'F THE CERTI FI CATE DOES NOT CONTAI N ANY PROVI SI ON THAT
'S UNJUST, UNFAIR, | NEQU TABLE, M SLEADI NG, OR DECEPTI VE OR THAT
ENCOURAGES M SREPRESENTATI ON OF THE COVERAGE.

(5) THE COWM SSI ONER MAY DI SAPPROVE A CERTI FI CATE AND ANY
APPL| CABLE PROPCSED RATES UNDER THI'S SECTI ON BY | SSUI NG A NOTI CE
OF DI SAPPROVAL SPECI FYI NG HOW THE FI LI NG FAI LS TO MEET THE
REQUI REMENTS OF THI S CHAPTER.  THE NOTI CE SHALL STATE THAT THE
FI LI NG SHALL NOT BECOME EFFECTI VE.

(6) THE COWM SSI ONER MAY APPROVE, OR APPROVE W TH MODI FI CA-
TIONS, A CERTI FI CATE AND ANY APPLI CABLE PROPOSED RATES UNDER THI S
SECTI ON BY | SSUI NG A NOTI CE OF APPROVAL OR APPROVAL W TH
MODI FI CATIONS. | F THE NOTICE | S OF APPROVAL W TH MODI FI CATI ONS,
THE NOTI CE SHALL SPECI FY WHAT MODI FI CATIONS I N THE FI LI NG ARE
REQUI RED FOR APPROVAL UNDER THI S CHAPTER, AND THE REASONS FOR THE
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MODI FI CATI ONS.  THE NOTI CE SHALL ALSO STATE THAT THE FI LI NG SHALL
BECOVE EFFECTI VE AFTER THE MODI FI CATI ONS ARE MADE AND APPROVED BY
THE COWM SSI ONER.

(7) UPON REQUEST BY A NONPROFI T HEALTH | NSURER, THE COW S-
SI ONER MAY ALLOW CERTI FI CATES AND RATES TO BE | MPLEMENTED BEFORE
FI LI NG TO ALLOW | MPLEMENTATI ON OF A NEW CERTI FI CATE ON THE DATE
REQUESTED.

SEC. 3753. (1) THE RATES CHARGED TO NONGROUP SUBSCRI BERS
FOR EACH CERTI FI CATE SHALL BE FILED I N ACCORDANCE W TH SECTI ON
3752. ANNUALLY, THE COW SSI ONER SHALL APPROVE, DI SAPPROVE, OR
MODI FY AND APPROVE THE PROPOSED OR EXI STI NG RATES FOR EACH CER-

TI FI CATE SUBJECT TO THE STANDARD THAT THE RATES MUST BE DETER-

M NED TO BE EQUI TABLE, ADEQUATE, AND NOT EXCESSI VE, AS DEFI NED I N
SECTI ON 3756. THE BURDEN OF PROCF THAT RATES TO BE CHARGED MEET
THESE STANDARDS |'S ON THE NONPROFI T HEALTH | NSURER PROPGOSI NG TO
USE THE RATES. THE RATES CHARGED TO NONGROUP SUBSCRI BERS FOR
EACH CERTI FI CATE SHALL BE CALCULATED ON A COMVUNI TY RATI NG BASI S
AND MAY ONLY VARY BY BENEFI T PLAN AND FAM LY COWPCSI TI ON.  RATES
SHALL NOT BE BASED ON AGE, HEALTH STATUS, GENDER, OR GEOGRAPHI C
LOCATI ON.

(2) THE METHODCOLOGY AND DEFI NI TI ONS OF EACH RATI NG SYSTEM
FORMULA, COVPONENT, AND FACTOR USED TO CALCULATE RATES FOR GROUP
SUBSCRI BERS FOR EACH CERTI FI CATE, | NCLUDI NG THE METHODOLOGY AND
DEFI NI TI ONS USED TO CALCULATE ADM NI STRATI VE COSTS FOR ADM NI S-
TRATI VE SERVI CES ONLY AND COST- PLUS ARRANGEMENTS, SHALL BE FI LED
| N ACCORDANCE W TH SECTI ON 3752. THE DEFI NI TION OF A GROUP,
| NCLUDI NG ANY CLUSTERI NG PRI NCI PLES APPLI ED TO NONGROUP
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SUBSCRI BERS OR SMALL GROUP SUBSCRI BERS FOR THE PURPCSE OF GROUP
FORMATI ON, 1S SUBJECT TO THE PRI OR APPROVAL OF THE COWM SSI ONER.
THE COWM SSI ONER SHALL APPROVE, DI SAPPROVE, OR MODI FY AND APPROVE
THE METHODOLOGY AND DEFI NI TI ONS OF EACH RATI NG SYSTEM FORMULA,
COVPONENT, AND FACTOR FOR EACH CERTI FI CATE SUBJECT TO THE STAN
DARD THAT THE RESULTI NG RATES FOR GROUP SUBSCRI BERS MUST BE
DETERM NED TO BE EQUI TABLE, ADEQUATE, AND NOT EXCESSI VE, AS
DEFI NED | N SECTI ON 3756. | N ADDI TI ON, THE COVM SSI ONER MAY FROM
TIME TO TI ME REVI EW THE RECORDS OF THE NONPROFI T HEALTH | NSURER
TO DETERM NE PROPER APPLI CATI ON OF A RATI NG SYSTEM FORMULA, COM
PONENT, OR FACTOR FOR ANY GROUP. THE NONPROFI T HEALTH | NSURER
SHALL REFILE EVERY 3 YEARS FOR APPROVAL UNDER TH S SUBSECTI ON OF
THE METHODOLOGY AND DEFI NI TI ONS OF EACH RATI NG SYSTEM FORMULA,
COVPONENT, AND FACTOR USED TO CALCULATE RATES FOR GROUP SUBSCRI B-
ERS, | NCLUDI NG THE METHODOLOGY AND DEFI NI TI ONS USED TO CALCULATE
ADM NI STRATI VE COSTS FOR ADM NI STRATI VE SERVI CES ONLY AND
COST- PLUS ARRANGEMENTS. THE BURDEN OF PROOF THAT THE RESULTI NG
RATES TO BE CHARGED MEET THESE STANDARDS | S ON THE NONPROFI T
HEALTH | NSURER PROPOSI NG TO USE THE RATI NG SYSTEM FORMULA, COM
PONENT, OR FACTOR

SEC. 3755. (1) A PROPOSED RATE SHALL NOT TAKE EFFECT UNTI L
A FI LI NG HAS BEEN MADE W TH THE COMM SSI ONER AND APPROVED UNDER
SECTI ON 3752 OR THI'S SECTI ON, AS APPLI CABLE, EXCEPT AS PROVI DED
| N SUBSECTI ONS (2) AND (3).

(2) UPON REQUEST BY A NONPROFI T HEALTH | NSURER, THE COMM S-
SI ONER MAY ALLOW RATE ADJUSTMENTS TO BECOVE EFFECTI VE BEFORE
APPROVAL, FOR FEDERAL OR STATE MANDATED BENEFI T CHANGES.
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HOAEVER, A FI LI NG FOR THESE ADJUSTMENTS SHALL BE SUBM TTED BEFORE
THE EFFECTI VE DATE OF THE MANDATED BENEFI T CHANGES. | F THE COM
M SSI ONER DI SAPPROVES OR MODI FI ES AND APPROVES THE RATES, AN
ADJUSTMENT SHALL BE MADE RETROACTI VE TO THE EFFECTI VE DATE OF THE
MANDATED BENEFI T CHANGES OR ADDI Tl ONS.

(3) | MPLEMENTATI ON BEFORE APPROVAL MAY BE ALLOWED | F THE
NONPROFI T HEALTH | NSURER |'S PARTI CI PATING WTH 1 OR MORE NON-
PROFI T HEALTH | NSURERS TO UNDERWRI TE A GROUP WHOSE EMPLOYEES ARE
LOCATED | N SEVERAL STATES. UPON REQUEST FROM THE COWM SSI ONER,
THE NONPRCFI T HEALTH | NSURER SHALL FI LE WTH THE COVM SSI ONER,
AND THE COWM SSI ONER SHALL EXAM NE, THE FI NANCI AL ARRANGEMENT,
FORMULAE, AND FACTORS. | F ANY ARE DETERM NED TO BE UNACCEPTABLE,
THE COWMM SSI ONER SHALL TAKE APPROPRI ATE ACTI ON.

SEC. 3756. (1) A RATE IS NOT EXCESSI VE | F THE RATE | S NOT
UNREASONABLY HI GH RELATI VE TO THE FOLLOW NG ELEMENTS, | NDI VI DU-
ALLY OR CCLLECTI VELY: PROVI SI ON FOR ANTI Cl PATED BENEFI T COSTS;
PROVI SI ON FOR ADM NI STRATI VE EXPENSE; PROVI SI ON FOR COST TRANS-
FERS, |F ANY; PROVI SION FOR A CONTRI BUTI ON TO OR FROM SURPLUS
THAT |'S CONSI STENT W TH THE ATTAI NMENT OR MAI NTENANCE OF UNI M
PAI RED SURPLUS AS REQUI RED BY SECTI ON 3707; AND PROVI SI ON FOR
ADJUSTMENTS DUE TO PRI OR EXPERI ENCE OF GROUPS, AS DEFINED I N THE
GROUP RATI NG SYSTEM A DETERM NATI ON AS TO WHETHER A RATE IS
EXCESSI| VE RELATI VE TO THESE ELEMENTS, | NDI VI DUALLY OR COLLECTI VE-
LY, SHALL BE BASED ON THE FOLLON NG  REASONABLE EVALUATI ONS OF
RECENT CLAI M EXPERI ENCE; PROJECTED TRENDS | N CLAI M COSTS; THE
ALLOCATI ON OF ADM NI STRATI VE EXPENSE BUDCETS; AND THE PRESENT AND
ANTI CI PATED UNI MPAI RED SURPLUS OF THE NONPROFI T HEALTH | NSURER.
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TO THE EXTENT THAT ANY OF THESE ELEMENTS ARE CONSI DERED
EXCESSI VE, THE PROVI SION I N THE RATES FOR THESE ELEMENTS SHALL BE
MODI FI ED ACCORDI NGLY.

(2) THE ADM NI STRATI VE EXPENSE BUDGET OF THE NONPROFI T
HEALTH | NSURER MUST BE REASONABLE, AS DETERM NED BY THE COW S-

SI ONER AFTER EXAM NATI ON OF MATERI AL AND SUBSTANTI AL ADM NI STRA-
TI' VE AND ACQUI SI TI ON EXPENSE | TEMS.

(3) A RATE IS EQUI TABLE | F THE RATE CAN BE COVPARED TO ANY
OTHER RATE OFFERED BY THE NONPROFI T HEALTH | NSURER TO | TS SUB-
SCRI BERS, AND THE OBSERVED RATE DI FFERENCES CAN BE SUPPORTED BY
DI FFERENCES | N ANTI CI PATED BENEFI T COSTS, ADM NI STRATI VE EXPENSE
COST, DI FFERENCES IN RI SK, OR ANY | DENTI FI ED COST TRANSFER
PROVI SI ONS.

(4) A RATE IS ADEQUATE | F THE RATE IS NOT UNREASONABLY LOW
RELATI VE TO THE ELEMENTS PRESCRI BED | N SUBSECTI ON (1), | NDI VI DU
ALLY OR CCLLECTI VELY, BASED ON REASONABLE EVALUATI ONS OF RECENT
CLAI M EXPERI ENCE, PROJECTED TRENDS | N CLAI M COSTS, THE ALLOCATI ON
OF ADM NI STRATI VE EXPENSE BUDGETS, AND THE PRESENT AND ANTI Cl -
PATED UNI MPAI RED SURPLUS OF THE NONPROFI T HEALTH | NSURER.

(5) EXCEPT FOR | DENTI FI ED COST TRANSFERS, EACH LI NE OF BUSI -
NESS SHALL BE SELF- SUSTAI NI NG OVER TI ME. HOWEVER, THERE MAY BE
COST TRANSFERS FOR THE BENEFI T OF SENI OR CI TI ZENS AND | NDI VI DUAL
CONVERSI ON SUBSCRI BERS.  COST TRANSFERS FOR THE BENEFI T OF SENI OR
CI TI ZENS, | N THE AGGREGATE, ANNUALLY SHALL NOT EXCEED 1% OF THE
EARNED SUBSCRI PTI ON | NCOVE OF THE NONPROFI T HEALTH | NSURER AS
REPORTED I N THE MOST RECENT ANNUAL STATEMENT OF THE NONPROFI T
HEALTH | NSURER. | NDI VI DUAL CONVERSI ON SUBSCRI BERS ARE THOSE WHO
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HAVE MAI NTAI NED COVERAGE W TH THE NONPROFI T HEALTH | NSURER ON AN
| NDI VI DUAL BASI S AFTER LEAVI NG A SUBSCRI BER GROUP

SEC. 3757. ANY FI NAL ORDER OR DECI SI ON MADE, | SSUED, OR
EXECUTED BY THE COWM SSI ONER UNDER THI S PART AFTER A HEARI NG HELD
BEFORE THE COWM SSI ONER OR HI S OR HER DESI GNEE PURSUANT TO THE
ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO
24. 328, |'S SUBJECT TO REVI EW W THOUT LEAVE BY THE CI RCUI T COURT
FOR | NGHAM COUNTY AS PROVI DED | N CHAPTER 6 OF THE ADM NI STRATI VE
PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.301 TO 24. 306.

Sec. 5104. (1) Subject to the requirenents of this act
applicable to donmestic stock insurers, donestic nutual insurers,
reci procals or inter-insurance exchanges, and the further
requi renments of this chapter, 13 or nopre persons nay organi ze a
stock insurer or 20 or nore persons may organize a nutual insurer
for the purpose of transacting any or all of the follow ng kinds
of insurance: property, marine, inland navigation and transpor-
tation, casualty, or fidelity and surety, all as defined in chap-
ter 6. Once organized and authorized, the acquiring insurer is
subject to all applicable provisions of this act.

(2) If the acquiring insurer is a donmestic stock insurer

owned by a —nonprofit—heatth—care—corporation—forredpursuant—to
the—rnonprof+t—heatth—ecare—ecorporatton—+eformact—1986—PA 356+
MEE—550—1161t6—556-—31764— NONPROFI T HEALTH | NSURER REGULATED
UNDER CHAPTER 37, then for insurance products and services the
acquiring insurer under this chapter whether directly or indi-
rectly shall only transact worker's conpensation insurance and

enployer's liability insurance, transact disability insurance
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l[imted to replacenent of |oss of earnings, and act as an
adm ni strative services organi zation for an approved sel f-insured
wor ker's conpensation plan or a disability insurance plan limted
to replacenment of |oss of earnings. This subsection does not
preclude the acquiring insurer fromproviding either directly or
i ndirectly noni nsurance products and services as otherw se pro-
vi ded by | aw.

Sec. 7705. As used in this chapter:

(a) "Account" neans either of the 2 accounts created under
section 7706.

(b) "Association" nmeans the Mchigan |ife and health insur-
ance guaranty association created under section 7706.

(c) "Contractual obligation" nmeans an obligation under cov-
ered policies.

(d) "Covered policy" neans a policy or contract or certifi-
cate under a group policy or contract, or portion thereof, for
whi ch coverage is provided under section 7704.

(e) "Health insurance" nmeans disability insurance as defined
in section 606.

(f) "Inpaired insurer"” means a nenber insurer considered by
t he conm ssioner after May 1, 1982, to be potentially unable to
fulfill the insurer's contractual obligations or is placed under
an order of rehabilitation or conservation by a court of conpe-
tent jurisdiction. |Inpaired insurer does not nean an insolvent
i nsurer.

(g) "Insolvent insurer” nmeans a nmenber insurer —whith— THAT

after May 1, 1982, becones insolvent and is placed under an order
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of liquidation, by a court of conpetent jurisdiction with a
finding of insolvency.

(h) "Menber insurer” neans a person authorized to transact a
kind of insurance or annuity business in this state for which
coverage i s provided under section 7704 and includes an insurer
whose certificate of authority in this state may have been sus-
pended, revoked, not renewed, or voluntarily w thdrawn. Menber
i nsurer does not include the foll ow ng:

(7)) Afraternal benefit society.

(i7) A cooperative plan insurer authorized under chapter

64.

(7)) A heal th mai ntenance organi zati on —atthorizetd—o+

the—M-ehigan—Conptted—taws— REGULATED UNDER CHAPTER 35.

(iv) A mandatory state pooling plan.

(v) A nutual assessnment or any entity that operates on an
assessnment basi s.

(vi) A nonprofit dental care corporation operating under
—Act—No—125—of —thePubtec—Aects—of 1963, —betng——seetions—556-—35t
to—550—373—of—the—Mechigan——Conptted—taws— 1963 PA 125, MCL
550. 351 TO 550. 373.

(vii) —Anonpreft+t—heatth—care—corporation—operatingunder

the—M-ehigan—Conpited—taws— A NONPROFI T HEALTH | NSURER REGULATED
UNDER CHAPTER 37
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(viii) An insurance exchange.

(ix) Any entity simlar to the entities described in this
subdi vi si on

(i) "Moody's corporate bond yield average" nmeans the nonthly
aver age corporates as published by Mody's investors service,
inc., or a successor to that service.

(j) "Person" nmeans an individual, corporation, partnershinp,
associ ation, or voluntary organi zation.

(k) "Prem uns" neans anmounts received in a cal endar year on
covered policies or contracts | ess prem uns, considerations, and
deposits returned and | ess di vidends and experience credits. The
term " prem uns" does not include an anmount received for a policy
or contract, or a portion of a policy or contract for which cov-
erage i s not provided under section 7704. However, accessible
prem unms shall not be reduced on account of sections 7704(3)(c)
relating to interest limtations and 7704(4)(b), (c), and (d)
relating to limtations with respect to any 1 individual, any 1
participant, and any 1 contract holder. Prem uns shall not
include a premiumin excess of $5,000,000.00 on an unall ocated
annuity contract not issued under a governnental retirenent plan
establi shed under section 401(k), 403(b), or 457 of the internal
revenue code of 1986. ——26U-S5€—46+—4063—antd—45+

(/) "Resident" nmeans a person who resides in this state at
the time a menber insurer is determined to be an inpaired or
i nsol vent insurer and to whom contractual obligations are owed.

A person shall be considered a resident of only 1 state, which in
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the case of a person other than a natural person, shall be its
principal place of business.

(m "Supplenmental contract” neans an agreenent entered into
for the distribution of policy or contract proceeds.

(n) "Unallocated annuity contract” nmeans an annuity contract
or group annuity certificate that is not issued to and owned by
an individual, except to the extent of an annuity benefit guaran-
teed to an individual by an insurer under the contract or
certificate. The termshall also include, but not be limted to,
guar ant eed i nvestnent contracts, deposit adm nistration con-
tracts, and contracts qualified under section 403(b) of the
internal revenue code of 1986. ——26U-S5€—463—

Enacting section 1. This anendatory act applies to health
policies, certificates, or contracts issued or renewed on and
after the effective date of this anendatory act.

Enacting section 2. The nonprofit health care corporation
reformact, 1980 PA 350, MCL 550.1101 to 550.1704, is repeal ed.

Enacting section 3. This anendatory act does not take
effect unless Senate Bill No. of House Bill No. 6046
(request no. 06817'02) of the 91st Legislature is enacted into

| aw.
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