HOUSE BILL No. 6046

HOUSE BILL No. 6046

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

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
(MCL 500. 100 to 500.8302) by addi ng chapter 51A
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
CHAPTER 51A.
CHANGE OF LEGAL STATUS TRANSACTI ON
SEC. 5151. AS USED IN TH S CHAPTER
(A) "BOARD' MEANS THE BOARD OF DI RECTORS OF THE FUND.
(B) "CHANGE OF LEGAL STATUS TRANSACTI ON' MEANS ANY OF THE
FOLLOW NG
(i) THE SALE, TRANSFER, LEASE, EXCHANGE, OPTI ONI NG CONVEY-
ANCE, OR OTHER DI SPCSI TI ON OF A MATERI AL AMOUNT OF THE ASSETS OR
OPERATI ONS OF A NONPROFI T HEALTH | NSURER, TO ANOTHER PERSON.
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(i) THE TRANSFER OF CONTROL OR GOVERNANCE OF A MATERI AL
AMOUNT OF THE ASSETS OR OPERATI ONS OF A NONPROFI T HEALTH | NSURER
TO ANOTHER PERSON OTHER THAN AS PERM TTED UNDER SECTI ON 3721.

(© "FUND' MEANS THE M CHI GAN COMMUNI TY HEALTH TRUST FUND
CREATED | N SECTI ON 3553.

(D) "MEMBER' MEANS A MEMBER OF THE BOARD OF DI RECTORS OF THE
FUND.

(E) "NONPROFIT HEALTH | NSURER' MEANS A NONPRCFI T HEALTH
| NSURER OPERATI NG PURSUANT TO CHAPTER 37.

SEC. 3553. (1) THE M CH GAN COMMUNI TY HEALTH TRUST FUND I S
ESTABLI SHED AS A TRUST FUND I N THE DEPARTMENT OF TREASURY. THE
FUND IS ESTABLI SHED FOR THE PURPOSE OF RECEI VI NG THE FAI R MARKET
VALUE OF THE NONPRCFI T HEALTH | NSURER RESULTI NG FROM ANY CHANGE
OF LEGAL STATUS TRANSACTI ON. THE BOARD SHALL ADM NI STER THE FUND
TO CONTI NUE I N PERPETU TY THE CHARI TABLE AND BENEVOLENT M SSI ON
AS PRESCRI BED I N FORMER 1980 PA 350 AND CONTI NUED UNDER CHAPTER
37 OF A NONPROFI'T HEALTH | NSURER FOLLOW NG A CHANGE | N LEGAL
STATUS TRANSACTI ON.

(2) THE FUND | S CREATED AS A REVOLVI NG FUND. ASSETS I N THE
FUND SHALL NOT REVERT TO THE GENERAL FUND.

(3) EXPENDI TURES FROM THE FUND ARE SUBJECT TO APPROPRI ATl ON
FOR THE PURPOSES DESCRI BED I N SECTI ON 3557.

SEC. 3555. (1) THE BOARD SHALL NOT BE CREATED UNDER THI S
SECTI ON UNTI L THE COWM SSI ONER HAS RECEI VED AN APPLI CATI ON UNDER
SECTI ON 3563 | NDI CATI NG THAT A CHANGE OF LEGAL STATUS TRANSACTI ON
| S BEI NG CONTEMPLATED. UPON RECEI PT OF THE APPLI CATI ON UNDER
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SECTI ON 3563, THE COMM SSI ONER SHALL NOTI FY THE GOVERNOR OF HI S
OR HER NEED TO APPO NT MEMBERS TO THE BOARD.

(2) A BOARD OF DI RECTORS SHALL ADM NI STER THE FUND. THE
BOARD SHALL BE LOCATED I N THE DEPARTMENT OF TREASURY. THE BOARD
SHALL CONSI ST OF 3 VOTII NG MEMBERS WHO ARE RESI DENTS OF THI S STATE
AND APPO NTED BY THE GOVERNOR AS FOLLOWS:

(A) ONE MEMBER WHO IS 62 YEARS OF AGE OR OLDER.

(B) ONE MEMBER WHO HAS TECHNI CAL EXPERTI SE | N THE AREA OF
| NSURANCE, ACTUARI AL SCI ENCE, LAW | NVESTMENT, OR OTHER RELATED
FI ELD.

(© ONE MEMBER WHO HAS PRACTI CAL EXPERI ENCE | N THE AREA OF
CONSUMER AND PUBLI C | NTEREST ORGANI ZATI ONS, PUBLI C HEALTH, HEALTH
CARE DELI VERY AND FI NANCI NG, PATI ENT HEALTH | SSUES, PHI LANTHROPI C
ADM NI STRATI ON, OR OTHER RELATED FI ELD.

(3) THE COWM SSI ONER SHALL BE AN EX OFFI Cl O, NONVOTI NG
MEMBER OF THE BOARD.

(4) EACH APPO NTED MEMBER SHALL HAVE A TERM OF 3 YEARS AND
MAY BE REAPPO NTED AT THE END OF HS OR HER TERM A VACANCY ON
THE BOARD SHALL BE FI LLED FOR THE REMAI NDER OF THE UNEXPI RED TERM
IN THE SAME MANNER AND W TH THE SAME RESTRI CTI ONS AS THE | NI TI AL
APPO NTMENT.  EXCEPT AS PROVI DED | N SUBSECTI ONS (5) AND (6), A
BOARD MEMBER REMAI NS A MEMBER UNTIL HI 'S OR HER SUCCESSOR | S
APPO NTED AND TAKES OFFI CE.

(5) AN I NDI VI DUAL APPO NTED TO THE BOARD SHALL NOT BE ANY OF
THE FOLLOW NG

(A) AN OFFI CER OR EMPLOYEE OF THI S STATE OR ANY POLI TI CAL
SUBDI VI SION CF THI S STATE.
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(B) AN OFFI CER, DI RECTOR, OR EMPLOYEE OF THE NONPROFI T
HEALTH | NSURER AT THE TI ME THE NONPROFI T HEALTH | NSURER APPLI ED

FOR CHANGE | N LEGAL STATUS TRANSACTI ON UNDER SECTI ON 3563.

(C) AN OFFI CER, DI RECTOR, OR EMPLOYEE OF THE ENTI TY SURVI V-
| NG AFTER A CHANGE | N LEGAL STATUS TRANSACTI ON OCCURS OR | TS
AFFI LI ATES OR SUCCESSORS.

(D) AN OFFI CER OR EMPLOYEE OF THE FUND.

(6) A MEMBER |'S DI SQUALI FI ED FROM MEMBERSHI P ON THE BOARD
AND FROM PARTI Cl PATI NG | N ANY BOARD ACTI VI TY | MVEDI ATELY UPON
MEETI NG SUBSECTI ON (5) (A) TO (D). THI'S SUBSECTI ON DOES NOT
AFFECT ANY ACTI ON OF THE BOARD TAKEN WHI LE A MEMBER WAS A QUALI -
FI ED MEMBER AND BEFORE THE DATE A MEMBER BECAME DI SQUALI FI ED
UNDER THI S SUBSECTI ON. ANY ACTI ON OF THE BOARD TAKEN WHI LE A
DI SQUALI FI ED MEMBER WAS ACTING |'S NULL AND VO D UNLESS, BY ORDER
OF THE COWM SSI ONER, THE ACTI ON |'S RATI FI ED.

(7) A MEMBER SHALL SERVE W THOUT COVPENSATI ON FOR HI'S OR HER
SERVI CES AS MEMBER, BUT |'S ENTI TLED TO REI MBURSEMENT FOR ACTUAL
EXPENSES WHI LE ENGAG NG | N OFFI Cl AL DUTI ES AS MEMBER A MEMBER
MAY ENGAGE | N PRI VATE EMPLOYMENT, OR I N A PROFESSI ON OR BUSI NESS,
UNLESS OTHERW SE PROHI BI TED BY THI S CHAPTER.

(8) THE AFFI RVATI VE VOTE OF ALL 3 VOTI NG MEMBERS OF THE
BOARD | S NECESSARY FOR THE TRANSACTI ON OF ANY BUSI NESS OR THE
EXERCI SE OF ANY POAER OR FUNCTI ON OF THE BOARD. THE BOARD MAY
DELEGATE TO 1 OR MORE OF | TS MEMBERS OR AGENTS THOSE PONERS THE
BOARD CONSI DERS NECESSARY.

(9) THE BOARD MAY MAKE AND EXECUTE CONTRACTS AND ALL OTHER
| NSTRUVENTS AND EXERCI SE SUCH OTHER POWERS AND DUTIES | T
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CONSI DERS NECESSARY. | N DI RECTI NG | NVESTMENTS UNDER THI S
CHAPTER, THE BOARD | S NOT LI M TED BY ANY RESTRI CTI ONS ON | NVEST-
MENTS CONTAI NED I N ANY ACT AND IS SUBJECT ONLY TO THE BOARD S
OBLI GATI ON AND M SSI ON UNDER THI S CHAPTER.

(10) A BOARD MEMBER OR ANY AGENT OR OTHER PERSON ACTI NG ON
BEHALF OF THE BOARD, WHI LE ACTING WTH N THE SCOPE OF HS OR HER
AUTHORI TY, |'S NOT' SUBJECT TO ANY PERSONAL LI ABILITY RESULTI NG
FROM THE CARRYI NG QUT OF THE POWERS UNDER THI S CHAPTER.

SEC. 3557. (1) MONEY IN THE FUND SHALL BE EXPENDED FOR ALL
OF THE FOLLOW NG PURPCSES:

(A) TO SUBSI DI ZE THE COST CF | NDI VI DUAL MEDI GAP COVERAGE
| NCLUDI NG MEDI GAP COVERAGE PURCHASED BY SENIOR CI TIZENS IN TH' S
STATE.

(B) TO EXPAND ACCESS TO HEALTH CARE BY EXTENDI NG HEALTH
| NSURANCE COVERAGE TO STATE RESI DENTS WHO CANNOT AFFORD TO PUR-
CHASE THEI R OAN COVERAGE OR VWHO HAVE COVERAGE | NADEQUATE TO MEET
THEI R NEEDS

(C) TO EXPAND AND ENHANCE ACCESS TO HEALTH CARE BY AUGVENT-
| NG AND CREATI NG HEALTH CARE PROGRAMS THAT DELI VER HEALTH SERV-
| CES TO POPULATI ONS THAT ARE UNABLE TO ACCESS HEALTH CARE

(D) TO SUPPORT PROGRAMS THAT | NFORM AND EDUCATE RESI DENTS OF
TH S STATE ABOUT PUBLI C HEALTH | SSUES AND PROGRAMS THAT EMPOVER
COVMUNI TI ES TO ADDRESS PUBLI C HEALTH | SSUES BY BECOM NG MORE
EFFECTI VE AT | DENTI FYI NG AND ARTI CULATI NG HEALTH CARE NEEDS AND
| MPLEMENTI NG SOLUTI ONS.
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(E) TO PROMOTE SAFEGUARDS FOR MAI NTAI NI NG APPROPRI ATE
CAPACI TY FOR HEALTH SCI ENCE RESEARCH AND HEALTH CARE PROVI DER
EDUCATI ON.

(F) TO SUPPCRT, MAINTAIN, AND | MPLEMENT PROGRAMS OR | NI Tl A-
TI VES THAT SERVE THE RESI DENTS OR | NSTI TUTI ONS SERVED BY THE NON-
PROFI T HEALTH | NSURER PRI OR TO THE CHANGE OF LEGAL STATUS
TRANSACTI ON.

(2) THE BOARD SHALL PROVI DE MECHANI SM5 FOR ONGO NG COMMUNI TY
CONSULTATI ON AND ENGAGEMENT RELATI NG TO THE PURPCSES FOR VHI CH
MONEY |IN THE FUND IS TO BE EXPENDED, | NCLUDI NG, BUT NOT LI M TED
TO, THE ESTABLI SHVENT OF A COMVUNI TY ADVI SORY BOARD.

(3) THE BOARD SHALL FILE AN ANNUAL REPORT WTH THE COWM S-

SI ONER AND POST | TS ANNUAL REPORT ELECTRONI CALLY ON THE
| NTERNET. THE ANNUAL REPORT SHALL CONTAI N THE | NFORVATI ON AND BE
IN A FORM AS PRESCRI BED BY THE COVM SSI ON.

(4) THE FUND, | TS BOARD, AND ANY DI RECTOR, OFFI CER, OR
EMPLOYEES OF THE FUND OR BOARD SHALL REMAI N | NDEPENDENT OF ANY
CONTROL OR I NFLUENCE OF THE ENTITY SURVI VI NG AFTER A CHANGE | N
LEGAL STATUS TRANSACTI ON OR | TS AFFI LI ATES AND SUCCESSORS. THI S
SUBSECTI ON DCES NOT PREVENT THE BOARD FROM VOTI NG THE FUND S
EQUI TY SHARES I N THE ENTI TY SURVI VI NG AFTER A CHANGE | N LEGAL
STATUS TRANSACTI ON OR I TS AFFI LI ATES AND SUCCESSCRS | N ACCORDANCE
W TH THE VOTI NG AND SHAREHOLDER RI GHTS AGREEMENT ENTERED | NTO BY
THE BOARD. THE BOARD, IN VOTI NG THE FUND' S EQUI TY SHARE, IS
SUBJECT TO THE VOTI NG AND SHAREHCOLDER RI GATS AGREEMENT AND THE
ASSET PRESERVATI ON AGREEMENT ENTERED | NTO BY THE BOARD AND THE
NONPROFI T HEALTH | NSURER.
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(5) THE BOARD SHALL ESTABLI SH FORVAL MECHANI SM5 TO AVO D
CONFLI CTS OF I NTEREST AND TO PROHI BI T GRANTS BENEFI TI NG THE
ENTI TY SURVI VI NG AFTER A CHANGE I N LEGAL STATUS TRANSACTI ON OR
| TS AFFI LI ATES AND SUCCESSORS OR ANY OF | TS OFFI CERS, DI RECTORS,
OR EMPLOYEES.

SEC. 3559. (1) THE BOARD SHALL DO ALL OF THE FOLLOW NG

(A) | MVEDI ATELY TRANSM T TO THE FUND ANY ASSETS RECEI VED
UNDER SECTI ON 3565.

(B) RESERVE A PORTI ON OF THE FUND | NCOVE, | NCLUDI NG | NTEREST
EARNI NGS AND REALI ZED GAINS, TO GROW THE FUND CORPUS AND RETAI N
BUYI NG POAER AGAI NST | NFLATI ON.

(© PAY FOR ANY ADM NI STRATI VE EXPENSES OF THE FUND FROM THE
FUND | NCOVE, | NCLUDI NG | NTEREST EARNI NGS AND REALI ZED GAI NS.

(D) PROVI DE FOR ANY OTHER EXPENDI TURE AS DETERM NED NECES-
SARY BY THE BOARD TO | MPROVE ACCESS TO HEALTH CARE FOR M CHI GAN' S
UNI NSURED AND UNDERI NSURED.

(2) THE BOARD MAY EMPLOY, HI RE, OR CONTRACT W TH | NDEPENDENT
FI NANCI AL, LEGAL, OR OTHER EXPERTS OR CONSULTANTS THE BOARD CON-
S| DERS APPROPRI ATE TO ASSI ST THE BOARD | N ADM NI STERI NG THE
FUND' S ASSETS AND CARRYI NG OQUT | TS POAERS AND DUTI ES UNDER THI S
CHAPTER.

SEC. 3561. (1) ANY ACTI ON OR PROCEEDI NG I N WHI CH A QUESTI ON
ARI SES CONCERNI NG THE VALIDI TY OF ANY PROVISION IN TH S CHAPTER
SHALL BE PREFERRED OVER ALL OTHER Cl VI L CAUSES EXCEPT ELECTI ON
CAUSES I N ALL COURTS OF THI' S STATE AND SHALL BE HEARD AND DETER-
M NED BEFORE ALL OTHER Cl VI L BUSI NESS PENDI NG I N THI S STATE
EXCEPT ELECTI ON CAUSES, | RRESPECTI VE OF POSI TI ON ON THE
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CALENDAR. THE SAME PREFERENCE W LL BE G VEN UPON APPLI CATI ON OF
BOARD COUNSEL | N ANY ACTI ON OR PROCEEDI NG QUESTI ONI NG THE VALI D-
| TY OF ANY PROVISION IN TH S CHAPTER.

(2) I'F ANY OTHER PROVI SI ON OF LAW CONFLI CTS WTH A PROVI SI ON
IN TH'S CHAPTER, TH S CHAPTER PREVAI LS. TH S CHAPTER, BEI NG NEC-
ESSARY FOR THE WELFARE OF THE CI TI ZENS OF THI S STATE, SHALL BE
LI BERALLY CONSTRUED I N ORDER TO EFFECTUATE I TS PURPCSES.

SEC. 3563. (1) A NONPRCFIT HEALTH | NSURER SHALL APPLY FOR
AND OBTAI N THE APPROVAL OF THE COW SSI ONER AND THE LEQ SLATURE
BEFORE ENTERI NG | NTO ANY CHANGE OF LEGAL STATUS TRANSACTI ON. AT
THE TI ME OF APPLI CATI ON UNDER THI S SUBSECTI ON, THE NONPRCFI T
HEALTH | NSURER SHALL PROVI DE THE COVMM SSI ONER W TH WRI TTEN CERTI -
FI CATI ON THAT A COPY OF THI S CHAPTER HAS BEEN G VEN IN I TS
ENTI RETY TO EACH MEMBER OF THE BOARD OF TRUSTEES OF THE NONPROFI T
HEALTH | NSURER.

(2) THE APPLI CATI ON SHALL BE ON A FORM PRESCRI BED BY THE
COWM SSI ONER AND SHALL REQUI RE ALL THE | NFORVATI ON THE COW S-
SI ONER DETERM NES | S NECESSARY. AT A MNIMUM THE APPLI CATI ON
SHALL | NCLUDE A DETAI LED DESCRI PTI ON OF THE PROPOSED CHANGE OF
LEGAL STATUS TRANSACTI ON, A PLAN TO EFFECTUATE THE PROPCSED
CHANGE OF LEGAL STATUS TRANSACTI ON, | DENTI FI CATION OF ALL OF THE
PARTI ES | NVOLVED | N THE PROPOSED CHANGE OF LEGAL STATUS TRANSAC-
TION, AND ALL OTHER DETAI LS NECESSARY FOR THE COWM SSI ONER TO
EVALUATE THE PROPCSED CHANGE OF LEGAL STATUS TRANSACTI ON UNDER
THI' S SECTI ON. AN APPLI CATI ON SHALL NOT BE CONSI DERED RECEI VED
UNTI L THE COWM SSI ONER HAS ACKNOWLEDGED RECEI PT OF A COVPLETE
APPLI CATI ON PURSUANT TO THI S CHAPTER AND ANY RULES PROMULGATED
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AND ANY OTHER PROCEDURES ESTABLI SHED BY THE COVMM SSI ONER UNDER
TH S CHAPTER.

(3) BY NOT LATER THAN 30 DAYS AFTER FI LI NG THE APPLI CATI ON
UNDER SUBSECTI ON (1), THE NONPROFI T HEALTH | NSURER SHALL DO ALL
OF THE FOLLOW NG

(A) PUBLISH NOTICE, IN A FORM AND I N NEWSPAPERS TO BE
APPROVED BY THE COW SSI ONER, OF THE PROPOSED CHANGE OF LEGAL
STATUS TRANSACTI ON ONCE A VWEEK FOR 3 CONSECUTI VE WEEKS | N AT
LEAST 1 DAILY NEWSPAPER OF GENERAL ClI RCULATI ON I N SEVERAL CEO
GRAPHI C AREAS OF THI S STATE DESI GNED TO REACH AS MANY CI TI ZENS OF
THI S STATE AS PGOSSI BLE.

(B) CAUSE NOTICE, IN A FORM AND MANNER TO BE APPROVED BY THE
COW SSI ONER, OF THE PROPOSED CHANGE OF LEGAL STATUS TRANSACTI ON
TO BE DELI VERED BY REGULAR MAIL TO ALL CURRENT SUBSCRI BERS COV-
ERED UNDER A CERTI FI CATE | SSUED BY THE NONPRCFI T HEALTH | NSURER.
THE COWM SSI ONER MAY PERM T THE NONPROFI T HEALTH | NSURER TO COM
BINE THE NOTI CE REQUI RED IN THI S SUBDI VI SI ON W TH OTHER REGULAR
MAI LI NGS TO SUBSCRI BERS | F SPECI AL EMPHASI S | S SHOAWN THAT SEPA-
RATE ATTENTION | S G VEN TO THE CHANGE OF LEGAL STATUS
TRANSACTI ON.

(© SUBM T TO THE COW SSI ONER PROOF OF PUBLI CATI ON OF THE
NOTI CE REQUI RED I N SUBDI VI SI ON (A) AND PROPERLY EXECUTED AMEND-
MENTS TO THE NONPROFI T HEALTH | NSURER S ARTI CLES OF | NCORPORA-
TION, BYLAW5, AND OTHER ORGANI ZATI ONAL DOCUMENTS TO EFFECTUATE
THE NONPROFI T HEALTH | NSURER CHANGE OF LEGAL STATUS TRANSACTI ON.

SEC. 3565. (1) BY NOT LATER THAN 6 MONTHS AFTER THE RECEI PT
OF A COWLETE WRI TTEN APPLI CATI ON AS PRESCRI BED | N SECTI ON 3563,
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THE COWM SSI ONER SHALL SUBM T TO THE LEGQ SLATURE H S OR HER
DECI SI ON TO APPROVE OR DI SAPPROVE THE PROPOSED CHANGE OF LEGAL
STATUS TRANSACTI ON. THE COWM SSI ONER MAY EXTEND THI S PERI OD FOR
AN ADDI TI ONAL 120- DAY PERI OD, PROVI DED THE EXTENSI ON | S NECES-
SARY, AS DETERM NED BY THE COWMM SSI ONER, TO OBTAI N | NFORMATI ON
PURSUANT TO SECTI ON 3573 OR 3575.

(2) I'F THE COW SSI ONER S DECI SI ON UNDER SUBSECTION (1) IS
TO APPROVE THE PROPOSED CHANGE | N LEGAL STATUS TRANSACTI ON, THE
LEG SLATURE SHALL BY CONCURRENT RESCLUTI ON VOTE ON WHETHER TO
APPROVE OR DI SAPPROVE THE COWMM SSI ONER' S DECI SI ON REGARDI NG THE
PROPOSED CHANGE | N LEGAL STATUS TRANSACTION. | F THE LEG SLATURE
BY CONCURRENT RESCLUTI ON DCES NOT APPROVE THE COWM SSI ONER' S
DECI SI ON REGARDI NG THE PROPOSED CHANGE | N LEGAL STATUS TRANSAC-
TION, THE NONPROFI T HEALTH | NSURER MAY AGAI N SUBM T AN APPLI CA-
TION FOR A CHANGE | N LEGAL STATUS TRANSACTI ON UNDER SECTI ON
3563.

(3) EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (4), IF THE
APPL| CATI ON FOR THE PROPCSED CHANGE OF LEGAL STATUS TRANSACTI ON
| S APPROVED UNDER SUBSECTI ONS (1) AND (2), THE NONPRCFI T HEALTH
| NSURER SHALL PROCEED ACCORDI NG TO THE APPROVED PLAN. UPON THE
COW SSI ONER' S REQUEST AND W THI N A REASONABLE Tl ME AFTER RECEI PT
OF THE REQUEST, THE NONPROFI T HEALTH | NSURER SHALL PROVI DE THE
COW SSI ONER W TH REPORTS ON THE STATUS OF THE CHANGE OF LEGAL
STATUS TRANSACTI ON. AS SOON AS PRACTI CABLE, THE NONPROFI T HEALTH
| NSURER SHALL TRANSM T THE FAI R MARKET VALUE OF THE NONPROFI T
HEALTH | NSURER TO THE COW SSI ONER FOR DEPCSI T | NTO THE FUND.
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(4) 1'F REQUESTED BY THE NONPROFI T HEALTH | NSURER, THE
COW SSI ONER SHALL, AT ANY Tl ME DURI NG THE APPROVAL PROCESS UNDER
TH S CHAPTER, SUSPEND OR TERM NATE THE REVI EW OF THE PROPOSED
CHANGE | N LEGAL STATUS TRANSACTI ON. UPON A REQUEST FOR A SUSPEN-
SION OF THE APPROVAL PROCESS UNDER THI S SUBSECTI ON BY THE NON-
PROFI T HEALTH | NSURER, THE Tl ME PERI ODS ESTABLI SHED UNDER THI S
CHAPTER ARE TOLLED FOR THE ENTI RE PERI OD OF THE SUSPENSI ON.  UPON
A REQUEST FOR A TERM NATI ON OF THE APPROVAL PROCESS UNDER THI S
SUBSECTI ON BY THE NONPRCFI T HEALTH | NSURER, THE APPLI CATION IS
CONSI DERED W THDRAWN.  THI S SUBSECTI ON DOES NOT PRECLUDE A NON-
PROFI T HEALTH | NSURER FROM AGAI N SUBM TTI NG AN APPL| CATI ON FOR A
CHANGE | N LEGAL STATUS TRANSACTI ON UNDER SECTI ON 3563.

SEC. 3567. BEFORE | SSU NG ANY WRI TTEN DECI SI ON UNDER SEC-
TI ON 3565, THE COWM SSI ONER SHALL CONDUCT 1 OR MORE PUBLI C HEAR-
INGS, 1 OF WHI CH SHALL BE HELD | N | NGHAM COUNTY. AT THE PUBLI C
HEARI NG, THE COWM SSI ONER SHALL RECEI VE WRI TTEN AND ORAL COMMENTS
FROM | NTERESTED PERSONS DESI RI NG TO MAKE STATEMENTS REGARDI NG THE
PROPOSED CHANGE OF LEGAL STATUS TRANSACTI ON. FOURTEEN OR MORE
DAYS BEFORE THE MEETI NG THE COWM SSI ONER SHALL CAUSE WRI TTEN
NOTI CE TO BE PROVI DED OF THE TI ME AND PLACE OF THE PUBLI C HEARI NG
THROUGH PUBLI CATI ON | N AT LEAST 1 DAILY NEWSPAPER OF GENERAL Cl R-
CULATI ON I N SEVERAL GEOGRAPHI C AREAS OF THI S STATE AS DETERM NED
NECESSARY BY THE COMM SSI ONER TO REACH AS MANY CI TI ZENS OF THI S
STATE AS PCOSSI BLE.

SEC. 3569. (1) BEFORE MAKI NG A DECI SI ON REGARDI NG A PRO
POSED CHANGE OF LEGAL STATUS TRANSACTI ON, THE COWM SSI ONER SHALL
DETERM NE ALL OF THE FOLLOW NG
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(A) THAT THE STATE OF M CH GAN, THROUGH THE FUND, W LL
RECEI VE FAI R MARKET VALUE FOR THE NONPROFI T HEALTH | NSURER. THE
COWM SSI ONER SHALL OBTAI'N, AT THE NONPROFI T HEALTH | NSURER S
COST, AN | NDEPENDENT VALUATI ON CERTI FYI NG THAT THE CI TI ZENS OF
THI' S STATE W LL RECEI VE FAIR MARKET VALUE FOR THE NONPROFI T
HEALTH | NSURER.

(B) THAT THE FAI R MARKET VALUE OF THE NONPROFI T HEALTH
| NSURER S ASSETS TO BE TRANSFERRED HAS NOT' BEEN MANI PULATED BY
THE ACTI ONS OF THE PARTIES I N A MANNER THAT WLL CAUSE THE FAIR
MARKET VALUE OF THE ASSETS TO DECREASE.

(©) THAT THE CHANGE OF LEGAL STATUS TRANSACTI ON W LL NOT
HAVE AN UNREASONABLY ADVERSE | MPACT ON THE STATUS OF COWMPETI TI ON
FOR HEALTH | NSURANCE BETWEEN AND AMONG CARRI ERS CURRENTLY OFFER-
| NG HEALTH | NSURANCE TO CI TI ZENS OF THI S STATE.

(D) THAT THE PROPOSED CHANCGE OF LEGAL STATUS TRANSACTI ON
W LL NOTI' RESULT IN A BREACH OF FI DUCI ARY DUTY, AS DETERM NED BY
THE COWMM SSI ONER, | NCLUDI NG CONFLI CTS OF | NTEREST RELATED TO PAY-
MENTS OR BENEFI TS TO OFFI CERS, DI RECTORS, BOARD MEMBERS, EXECU-
TI'VES, AND EXPERTS EMPLOYED BY OR RETAI NED BY THE PARTI ES.

(E) THAT THE GOVERNI NG BODY OF THE NONPROFI T HEALTH | NSURER
EXERCI SED DUE DI LI GENCE | N DECI DI NG TO ENTER | NTO A CHANGE OF
LEGAL STATUS TRANSACTI ON, SELECTI NG THE ACQUI RI NG ENTI TY, AND
NEGOTI ATI NG THE TERMS AND CONDI TI ONS OF THE TRANSACTI ON.

(F) THAT THE CHANGE OF LEGAL STATUS TRANSACTI ON W LL NOT
RESULT I N PRI VATE | NUREMENT TO ANY PERSON, | N COVPLI ANCE W TH
TH S CHAPTER.
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(G THAT HEALTH CARE PROVI DERS W LL BE OFFERED THE
OPPORTUNI TY TO I NVEST IN OR OAN AN | NTEREST I N THE ACQUI RI NG
ENTI TY OR A RELATED PARTY AND THAT PROCEDURES OR SAFEGUARDS ARE
I N PLACE TO AVO D CONFLI CT OF I NTEREST I N PATI ENT REFERRALS.

(H THAT THE TERMS OF ANY MANAGEMENT OR SERVI CES CONTRACT
NEGOTI ATED | N CONJUNCTI ON W TH THE PROPOSED CHANGE OF LEGAL
STATUS TRANSACTI ON ARE REASONABLE AND APPROPRI ATE.

(1) THAT THE COWM SSI ONER HAS BEEN PROVI DED W TH SUFFI Cl ENT
| NFORVATI ON AND DATA BY THE NONPROFI T HEALTH | NSURER TO EVALUATE
ADEQUATELY THE PROPOSED CHANGE OF LEGAL STATUS TRANSACTI ON OR THE
EFFECTS OF THE TRANSACTI ON ON THE PUBLI C, PROVI DED THE COW S-

SI ONER HAS NOTI FI ED THE NONPROFI T HEALTH | NSURER OR THE ACQUI RI NG
ENTI TY OF ANY | NADEQUACY OF THE | NFORMATI ON OR DATA AND HAS PRO-
VI DED A REASONABLE OPPORTUNI TY TO REMEDY SUCH | NADEQUACY.

(J) ANY OTHER CRI TERI A ESTABLI SHED AS NECESSARY BY THE COw
M SSI ONER PURSUANT TO THI S CHAPTER, ANY RULES PROMULGATED, AND
ANY OTHER PROCEDURES ESTABLI SHED BY THE COVM SSI ONER UNDER THI S
CHAPTER.

(2) BEFORE MAKI NG A DECI SI ON REGARDI NG A PROPCSED CHANGE OF
LEGAL STATUS TRANSACTI ON, THE COWM SSI ONER SHALL ALSO DETERM NE
THAT THE PROPOSED CHANGE OF LEGAL STATUS TRANSACTI ON W LL NOT
HAVE A SI GNI FI CANT EFFECT ON THE AVAI LABI LI TY OR ACCESSI BI LI TY OF
HEALTH CARE SERVI CES TO THE CITIZENS OF THI S STATE. | N MAKI NG
TH S DETERM NATI ON, THE COWM SSI ONER SHALL DETERM NE ALL OF THE
FOLLOW NG

(A) THAT SUFFI Cl ENT SAFEGUARDS ARE | NCLUDED TO ASSURE THE
CONTI NUED ACCESS TO AFFORDABLE HEALTH CARE.
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(B) THAT THE PROPOSED CHANCGE COF LEGAL STATUS TRANSACTI ON
DOES NOT CREATE OR W LL NOT HAVE THE LI KELI HOOD OF CREATI NG AN
ADVERSE EFFECT ON THE ACCESS TO OR AVAI LABILITY OR COST OF HEALTH
CARE SERVI CES.

(© ANY OTHER DETERM NATI ON THE COWM SSI ONER CONSI DERS
APPRCOPRI ATE.

SEC. 3571. |IN A CHANGE OF LEGAL STATUS TRANSACTI ON, A NON-
PROFI T HEALTH | NSURER SHALL NOT | SSUE TO ANY EMPLOYEE OR MEMBER
OF THE BOARD OF DI RECTORS OF ElI THER THE NONPROFI T HEALTH | NSURER
OR THE ENTITY SURVI VI NG AFTER THE CHANGE | N LEGAL STATUS TRANSAC-
TI ON ANY STOCK OPTI ONS, WARRANTS, OR STOCK APPRECI ATI ON RI GHTS
UNLESS THE VALUE OF THE OPTI ONS, WARRANTS, OR RIGHTS I S I NI TI ALLY
SET AT THE PUBLI CLY TRADED PRI CE OF THE STOCK OF THE ENTI TY SUR-
VI VI NG AFTER THE CHANGE | N LEGAL STATUS TRANSACTI ON ON A DATE NO
EARLI ER THAN 6 MONTHS AFTER THE COVMENCEMENT OF THE | NI TI AL
PUBLI C OFFERING. I N NO EVENT SHALL A DI RECTOR, EXECUTIVE, OR
SENI OR LEVEL MANAGEMENT OF THE NONPROFI T HEALTH I NSURER IN | TS
CHANGE OF LEGAL STATUS TRANSACTI ON RECEI VE ANY STOCK OPTI ONS,
WARRANTS, OR STOCK APPRECI ATION RIGHTS IN H'S OR HER CAPACI TY AS
A DI RECTOR, EXECUTI VE, OR SENI OR LEVEL MANAGEMENT OF THE NON\-
PROFI T HEALTH I NSURER. AS USED I N THI' S SECTI ON, "EXECUTI VE OR
SENI OR LEVEL MANAGEMENT" MEANS THOSE | NDI VI DUALS | DENTI FI ED AS
ELI G BLE UNDER THE COWMPENSATI ON PLAN OF THE NONPROFI T HEALTH
| NSURER AS APPROVED BY THE COVM SSI ONER UNDER SECTI ON 3726.

SEC. 3573. THE COWM SSI ONER MAY REQUI RE THAT THE NONPROFI T
HEALTH | NSURER APPLYI NG UNDER SECTI ON 3563 PROVI DE | NFORVATI ON
THAT THE COVM SSI ONER REASONABLY CONSI DERS NECESSARY TO COWPLETE

06817' 02



© 00 N oo o~ W N P

N N D DN N NN P PP PR PP
D o A W N PO O 0N OO oW DN P O

15
THE REQUI RED REVI EW DESCRI BED | N SECTI ON 3569 OF ANY PROPOSED
CHANGE OF LEGAL STATUS TRANSACTI ON. A FAI LURE BY THE NONPROFI T
HEALTH | NSURER APPLYI NG UNDER SECTI ON 3563 TO PROVI DE TI MELY
| NFORMATI ON' AS REQUI RED BY THE COMM SSI ONER | S A SUFFI Cl ENT
GROUND FOR THE COMM SSI ONER TO DI SAPPROVE THE PROPOSED CHANGE OF
LEGAL STATUS TRANSACTI ON.

SEC. 3575. (1) WTH N THE TI ME PERI ODS DES|I GNATED | N SEC-
TI ON 3565, THE COWM SSI ONER, | N ADDI TI ON TO THE REQUI RED CERTI FI -
CATI ON | N SECTI ON 3569(1) (A), MAY DO ANY OF THE FOLLOWN NG TO
ASSI ST I N THE REVI EW OF THE PROPOSED CHANGE OF LEGAL STATUS
TRANSACTI ON:

(A) CONTRACT W TH, CONSULT, AND RECEI VE ADVI CE FROM ANY
STATE OR UNI TED STATES AGENCY ON TERMS AND CONDI TI ONS THE COMM S-
SI ONER CONSI DERS APPROPRI ATE.

(B) IN THE COMM SSI ONER' S SOLE DI SCRETI ON, CONTRACT W TH
EXPERTS OR CONSULTANTS THE COMM SSI ONER CONSI DERS APPROPRI ATE TO
ASSI ST THE COMM SSI ONER | N REVI EW NG THE PROPOSED CHANGE OF LEGAL
STATUS TRANSACTI ON.

(2) THE REASONABLE AND NECESSARY EXPENSES OF THE COMM S-

SI ONER | N OBTAI NI NG ADVI CE UNDER SUBSECTI ON (1) (A) OR (B) SHALL
BE PAI D BY THE NONPROFI T HEALTH | NSURER APPLYI NG FOR A CHANGE | N
LEGAL STATUS TRANSACTI ON UNDER SECTI ON 3563. ANY CONTRACT COSTS
| NCURRED BY THE COVM SSI ONER UNDER THI'S SECTI ON OR SECTI ON 3569
SHALL NOT EXCEED AN AMOUNT THAT | S REASONABLE AND NECESSARY TO
CONDUCT THE REVI EW OF THE PROPOSED CHANGE OF LEGAL STATUS
TRANSACTI ON.
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(3) THE COVM SSI ONER |'S ENTI TLED TO REI MBURSEMENT FROM THE
NONPROFI T HEALTH | NSURER APPLYI NG UNDER SECTI ON 3563 FOR ALL
REASONABLE AND ACTUAL COSTS | NCURRED BY THE COMM SSI ONER | N HOLD-
| NG PUBLI C HEARI NGS UNDER THI S CHAPTER AND REVI EW NG ANY PROPOSED
CHANGE OF LEGAL STATUS TRANSACTI ON UNDER THI S CHAPTER, | NCLUDI NG
ATTORNEY FEES AT THE BI LLI NG RATE USED BY THE COWMM SSI ONER TO
Bl LL STATE AGENCI ES FOR LEGAL SERVI CES. THE NONPROFI T HEALTH
| NSURER APPLYI NG UNDER SECTI ON 3563 SHALL, UPON REQUEST, PAY THE
COW SSI ONER PROMPTLY FOR ALL SUCH COSTS.

(4) THE FAI LURE BY THE NONPROFI T HEALTH | NSURER APPLYI NG
UNDER SECTI ON 3563 TO PROWPTLY RElI MBURSE THE COWM SSI ONER FOR ALL
COSTS UNDER THI'S SECTI ON |'S SUFFI Cl ENT GROUND FOR THE COW S-

SI ONER TO DI SAPPROVE THE PROPOSED CHANGE OF LEGAL STATUS
TRANSACTI ON.

(5) THE COWM SSI ONER | S EXEMPT FROM THE PROVI SI ONS OF THE
MANAGEMENT AND BUDGET ACT, 1984 PA 431, MCL 18.1101 TO 18. 1594,
OR ANY OTHER STATE LAW FOR PURPOSES OF ENTERI NG | NTO CONTRACTS
PURSUANT TO THI S CHAPTER.  THE NONPROFI T HEALTH | NSURER APPLYI NG
UNDER SECTI ON 3563, UPON REQUEST, SHALL PAY THE COWM SSI ONER
PROVPTLY FOR ALL COSTS OF CONTRACTS ENTERED | NTO BY THE COW S-

SI ONER UNDER THI S CHAPTER.

SEC. 3677. ALL | NFORVATI ON SUBM TTED TO THE COWM SSI ONER BY
ANY PERSON, | NCLUDI NG A NONPRCFI' T HEALTH | NSURER APPLYI NG UNDER
SECTI ON 3563, | N CONNECTION W TH THE COWMM SSI ONER S REVI EW OF THE
PROPOSED CHANGE OF LEGAL STATUS TRANSACTI ON PURSUANT TO THI S
CHAPTER | S A PUBLI C RECORD AND IS SUBJECT TO THE FREEDOM OF
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| NFORMATI ON ACT, 1976 PA 442, MCL 15.231 TO 15. 246, EXCEPT FOR
THE FOLLOW NG AS DESI GNATED BY THE COW SSI ONER

(A) PROPRI ETARY | NFORVATI ON.

(B) 1 NFORMATI ON THAT CONTAI NS TRADE SECRETS.

(C OTHER COMMVERCI ALLY COWPETI TI VE | NFORVATI ON.

SEC. 3579. A CHANGE OF LEGAL STATUS TRANSACTI ON ENTERED
| NTO I N VI OLATI ON OF THE APPLI CATI ON, REVI EW OR APPROVAL
REQUI REMENTS OF THI'S CHAPTER IS NULL AND VO D. EACH MEMBER OF
THE GOVERNI NG BOARD AND THE CHI EF FI NANCI AL OFFI CERS OF THE PAR-
TIES TO THE NONPROFI T HEALTH | NSURER CHANGE OF LEGAL STATUS
TRANSACTI ON ENTERED | NTO I N VI OLATI ON OF THE APPLI CATI ON, REVI EW
OR APPROVAL REQUI REMENTS OF THI S CHAPTER ARE SUBJECT TO A CIVIL
FINE OF UP TO $1, 000, 000. 00, THE AMOUNT TO BE DETERM NED BY THE
| NGHAM COUNTY CI RCUI T COURT. UPON RECEI PT OF | NFORMATI ON THAT A
CHANGE OF LEGAL STATUS TRANSACTI ON HAS BEEN ENTERED I NTO I N VI O
LATI ON OF THE APPLI CATI ON, REVI EW OR APPROVAL REQUI REMENTS OF
TH S CHAPTER, THE COW SSI ONER SHALL REQUEST THE ATTORNEY GENERAL
TO | NSTI TUTE PROCEEDI NGS TO | MPOSE THE CI VI L FI NE

SEC. 3581. ANY FINAL DECI SI ON OF THE COWM SSI ONER PURSUANT
TO THI'S CHAPTER | S SUBJECT TO JUDI Cl AL REVI EW PURSUANT TO SECTI ON
28 OF ARTICLE VI OF THE STATE CONSTI TUTI ON OF 1963 AT THE | NI TI A-
TI ON OF THE NONPROFI T HEALTH | NSURER OR ANY PERSON THAT WAS A
PARTY TO THE PROCEEDI NG AND WAS ADVERSELY AFFECTED OR AGGRI EVED
BY THE FI NAL DECI SI ON OF THE COW SSI ONER

Enacting section 1. This anendatory act does not take

effect unless Senate Bill No. or House Bill No. 6045
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