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SENATE BILL No. 456

May 1, 2003, Introduced by Senator GEORGE and referred to the Committee on Health
Policy.

A Dbill to amend 1980 PA 350, entitled
"The nonprofit health care corporation reformact,"
by amendi ng section 211 (MCL 550.1211), as anended by 1993 PA
127.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 211. (1) Pursuant to section 207(1)(g), a health care
corporation may enter into service contracts containing an
adm ni strative services only or cost-plus arrangenent. Except as
ot herwi se provided in this section, a corporation shall not enter
into a service contract containing an adm ni strative services
only or cost-plus arrangenent for a noninsured benefit plan
covering a group of less than 500 individuals, except that a
heal th care corporation may continue an admni strative services
only or cost-plus arrangenment with a group of I ess than 500,

whi ch arrangenent is in existence in Septenber of 1980. A
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corporation may enter into contracts containing an adm nistrative
services only or cost-plus arrangenent for a noninsured benefit
pl an covering a group of less than 500 individuals if either the
corporation makes arrangenents for excess | oss coverage or the
sponsor of the plan that covers the individuals is liable for the
plan's liabilities and is a sponsor of 1 or nore plans covering a
group of 500 or nmore individuals in the aggregate. The
comi ssi oner, upon obtaining the advice of the corporations
subject to this act, shall establish the standards for the manner
and amount of the excess | oss coverage required by this
subsection. It is the intent of the |egislature that the excess
| oss coverage requirenents be uniform as between corporations
subject to this act and other persons authorized to provide
simlar services. The corporation shall offer in connection with
a noninsured benefit plan a program of specific or aggregate
excess | 0oss coverage.

(2) Relative to actual adm nistrative costs, fees for
adm ni strative services only and cost-plus arrangenents shall be
totally self-sustaining and shall be set in a manner that
precl udes cost transfers between subscribers subject to either of
t hese arrangenents and ot her subscribers of the health care
corporation. Admnistrative costs for these arrangenents shal
be determ ned in accordance with the adm nistrative costs
al I ocati on net hodol ogy and definitions filed and approved under
part 6, and shall be expressed clearly and accurately in the
contracts establishing the arrangenents, as a percentage of costs

rather than charges. This subsection shall not be construed to
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prohibit the inclusion, in fees charged, of contributions to the
contingency reserve of the corporation, consistent with section
205.

(3) Before a health care corporation nmay enter into contracts
contai ning adm nistrative services only or cost-plus arrangenents
pursuant to section 207(1)(g), the board of directors of the
corporation shall approve a marketing policy with respect to such
arrangenents that is consistent with the provisions of this
section. The marketing policy may contain other provisions as
t he board considers necessary. The marketing policy shall be
carried out by the corporation consistent with this act.

(4) A corporation providing services under a contract
contai ning an adm nistrative services only or cost-plus
arrangenent in connection with a noninsured benefit plan shall
provide in its service contract a provision that the person
contracting for the services in connection with a noninsured
benefit plan shall notify each covered individual what services
are being provided; the fact that individuals are not insured or
are not covered by a certificate fromthe corporation, or are
only partially insured or are only partially covered by a
certificate fromthe corporation, as the case nay be; which party
is liable for paynent of benefits; and of future changes in
benefits.

(5) A service contract containing an admnistrative services
only arrangenent between a corporation and a governmental entity
not subject to the enployee retirement incone security act of

1974, Public Law 93-406, 88 Stat. 829, whose plan provides
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coverage under a collective bargaining agreenment utilizing a
policy or certificate issued by a carrier before the signing of
the service contract, is void unless the governnental entity has
provi ded the notice described in subsection (4) to the collective
bar gai ni ng agent and to the nmenbers of the collective bargaining
unit not |ess than 30 days before signing the service contract.
The voiding of a service contract under this subsection shall not
relieve the governnmental entity of any obligations to the
corporation under the service contract.

(6) Nothing in this section shall be construed to permt an
actionable interference by a corporation with the rights and
obligations of the parties under a collective bargaining
agr eenent .

(7) An individual covered under a noninsured benefit plan for
whi ch services are provided under a service contract authorized
under subsection (1) shall not be liable for that portion of
clainms incurred and subject to paynent under the plan if the
service contract is entered into between an enpl oyer and a
corporation, unless that portion of the claimhas been paid
directly to the covered individual

(8) A corporation shall report with its annual statenent the
anount of business it has conducted as services provided under
subsection (1) that are perforned in connection with a noni nsured
benefit plan, and the conmm ssioner shall transmt annually this

information to the state conmi ssi oner of revenue. —Fhe
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(9) As used in this section, "noninsured benefit plan" or
"plan" neans a health benefit plan w thout coverage by a health
care corporation, health maintenance organization, or insurer or
the portion of a health benefit plan wi thout coverage by a health
care corporation, health mai ntenance organi zation, or insurer

that has a specific or aggregate excess | o0oss coverage.
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