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SB- 0088, As Passed House, Decenber 7, 2005

SUBSTI TUTE FOR
SENATE BI LL NO. 88

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by amendi ng sections 3515, 3517, 3519, 3523, 3529, 3533, 3539, and
3571 (MCL 500. 3515, 500.3517, 500.3519, 500.3523, 500.3529,
500. 3533, 500. 3539, and 500.3571), sections 3515 and 3519 as
anmended by 2002 PA 621, sections 3517, 3533, 3539, and 3571 as
added by 2000 PA 252, and sections 3523 and 3529 as anmended by 2002
PA 304.

THE PECPLE OF THE STATE OF M CHI GAN ENACT

Sec. 3515. (1) A health mai ntenance organi zati on may provide
addi ti onal health mai ntenance services or any other related health
care service or treatnment not required under this chapter

(2) A health maintenance organi zati on may have health

S00419' 05 (S-2) DKH



© 00 N o o0 B~ W N PP

N NN N N N NN P P P P R R P R Rk
N~ o o0 A W N P O ©O 0N OO0~ WDN O

2

mai nt enance contracts with deducti bles. A health nmai ntenance

organi zati on may have health nai ntenance contracts —w-th— THAT

| NCLUDE copaynents, —that—areregquiredfor—speciiiechealth
mantenance—servi-ces—Copayrents—for—servicesrequired—under
section—3501{b)— STATED AS DOLLAR AMOUNTS FOR THE COST OF COVERED
SERVI CES, AND CO NSURANCE, STATED AS PERCENTAGES FOR THE COST OF
COVERED SERVI CES. CO NSURANCE FOR BASI C HEALTH SERVI CES, excl udi ng
deducti bl es, —shatl—benemnal— shall not exceed 50% of a health
mai nt enance organi zation's reinbursenent to an affiliated provider
for providing the service to an enrollee — and shall not be based
on the provider's standard charge for the service. TH S SUBSECTI ON
DOES NOT LIMT THE COM SSI ONER' S AUTHORI TY TO REGULATE AND
ESTABLI SH FAI R, SOUND, AND REASONABLE COPAYMENT AND CO NSURANCE
LIMTS | NCLUDI NG OQUT OF POCKET MAXI MUMS.

(3) BY MAY 15, 2008, AND BY EACH MAY 15 AFTER 2008, THE
COW SSI ONER SHALL MAKE A DETERM NATI ON AS TO WHETHER THE GREATER
COPAYMENT AND CO NSURANCE LEVELS ALLOANED BY THE AMENDATORY ACT THAT
ADDED THI S SUBSECTI ON HAVE | NCREASED THE NUMBER OF EMPLOYERS WHO
HAVE CONTRACTED FOR HEALTH MAI NTENANCE ORGANI ZATI ON SERVI CES AND
WHETHER THESE LEVELS HAVE | NCREASED THE NUMBER OF ENROLLEES
RECEI VI NG HEALTH MAI NTENANCE ORGANI ZATI ON SERVI CES. I N MAKING THI S
DETERM NATI ON, THE COW SSI ONER SHALL HOLD A PUBLI C HEARI NG BY
FEBRUARY 1, 2008, AND MAY HOLD A PUBLI C HEARI NG THEREAFTER, SHALL
SEEK THE ADVI CE AND | NPUT FROM APPROPRI ATE | NDEPENDENT SOURCES,
| NCLUDI NG BUT NOT LIMTED TO, ALL HEALTH MAI NTENANCE ORGANI ZATI ONS
OPERATING IN THI S STATE AND W TH ENRCLLEES I N THI S STATE, AND SHALL
| SSUE A REPORT DELI NEATI NG SPECI FI C EXAMPLES OF COPAYMENT AND
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COl NSURANCE LEVELS | N FORCE AND SUGGESTI ONS TO | NCREASE THE NUMBER
OF PERSONS ENROLLED | N HEALTH MAI NTENANCE ORGANI ZATI ONS

(4) |F THE RESULTS OF THE REPORT | SSUED UNDER SUBSECTI ON ( 3)
ARE DI SPUTED OR | F THE COMM SSI ONER DETERM NES THAT THE
Cl RCUMBTANCES THAT THE REPORT WAS BASED ON HAVE CHANGED, THE
COVM SSI ONER SHALL | SSUE A SUPPLEMENTAL REPORT TO THE REPORT UNDER
SUBSECTI ON (3) THAT | NCLUDES COPI ES OF THE WRI TTEN OBJECTI ONS
DI SPUTI NG THE COWM SSI ONER S REPORT DETERM NATI ONS OR THAT
SPECI FI ES THE CHANGE OF Cl RCUMBTANCES. THE SUPPLEMENTAL REPORT
SHALL BE | SSUED NOT LATER THAN DECEMBER 15 | MVEDI ATELY FOLLOW NG
THE RELEASE OF THE REPORT UNDER SUBSECTI ON (3) THAT THI S REPORT
SUPPLEMENTS AND SHALL BE SUPPORTED BY SUBSTANTI AL EVI DENCE

(5) ALL OF THE FOLLON NG SHALL BE CONSI DERED BY THE
COWM SSI ONER FOR PURPCSES OF SUBSECTI ONS (3) AND (4):

(A) | NFORVATI ON AND DATA GATHERED FROM HEALTH MAI NTENANCE
ORGANI ZATI ONS REGARDI NG THE EFFECTS OF GREATER COPAYMENT AND
COl NSURANCE LEVELS ALLOWED BY THE AMENDATORY ACT THAT ADDED THI S
SUBSECTI ON

(B) | NFORVATI ON AND DATA PROVI DED BY EMPLOYERS WHO EMPLOY
RESI DENTS OF TH' S STATE.

(C) ANY OTHER | NFORMATI ON AND DATA THE COWM SSI ONER CONSI DERS
RELEVANT.

(6) THE REPORTS AND CERTI FI CATI ONS REQUI RED UNDER SUBSECTI ONS
(3) AND (4) SHALL BE FORWARDED TO THE GOVERNOR, THE CLERK OF THE
HOUSE OF REPRESENTATI VES, THE SECRETARY OF THE SENATE, AND ALL
MEMBERS OF THE SENATE AND HOUSE OF REPRESENTATI VES STANDI NG
COVM TTEES ON | NSURANCE AND HEALTH | SSUES.
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(7) A health mai ntenance organi zation shall not require
contributions be nade to a deductible for —preventative— PREVENTI VE
health care services. As used in this subsection, —preventative
"PREVENTI VE heal th care services" neans services designated to
mai ntain an individual in optinmmhealth and to prevent unnecessary
injury, illness, or disability.

(8) —3)— A health maintenance organization may accept from
government al agencies and from private persons paynents covering
any part of the cost of health maintenance contracts.

Sec. 3517. (1) A health maintenance contract shall not provide
for payment of cash or other nmaterial benefit to an enrollee,
except as stated in this chapter

(2) SUBSECTI ON (1) DOES NOT PROHI BI T A HEALTH MAI NTENANCE
ORGANI ZATI ON FROM PROMOTI NG OPTI MUM HEALTH BY OFFERI NG TO ALL
CURRENTLY ENROLLED SUBSCRI BERS OR TO ALL CURRENTLY COVERED
ENROLLEES 1 OR MORE HEALTHY LI FESTYLE PROGRAMS. A "HEALTHY
LI FESTYLE PROGRAM' NMEANS A PROGRAM RECOGNI ZED BY A HEALTH
MAI NTENANCE ORGANI ZATI ON THAT ENHANCES HEALTH OR REDUCES RI SK OF
DI SEASE, | NCLUDI NG, BUT NOT LIM TED TO, PROMOTI NG NUTRI TI ON AND
PHYSI CAL EXERCI SE AND COVPLI ANCE W TH DI SEASE MANAGEMENT PROGRANS
AND PREVENTI VE SERVI CE GUI DELI NES THAT ARE SUPPORTED BY EVI DENCE-
BASED MEDI CAL PRACTI CE. SUBSECTION (1) DCES NOT PRCHI BIT A HEALTH
MAI NTENANCE ORGANI ZATI ON FROM OFFERI NG A CURRENTLY ENROLLED
SUBSCRI BER OR CURRENTLY COVERED ENROLLEE GOODS, VOUCHERS, OR
EQUI PMENT THAT SUPPORTS ACHI EVI NG OPTI MAL HEALTH GOALS. AN OFFERI NG
OF GOODS, VOUCHERS, OR EQUI PMENT UNDER THI' S SUBSECTION IS NOT A
VI OLATI ON OF SUBSECTI ON (1) AND SHALL NOT BE CONSI DERED VALUABLE
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CONSI DERATI ON, A MATERI AL BENEFI T, A G FT, A REBATE, OR AN
I NDUCEMENT UNDER THI S ACT.

(3) 22— For an energency episode of illness or injury that
requires immedi ate treatnment before it can be secured through the
heal t h mai nt enance organi zation, or for an out-of-area service
specifically authorized by the health nmaintenance organi zati on, an
enrollee may utilize a provider within or without this state not
normal |y engaged by the health maintenance organization to render
service to its enrollees. The organi zati on shall pay reasonable
expenses or fees to the provider or enrollee as appropriate in an
i ndi vi dual case. These transactions are not considered acts of
i nsurance and, except as provided in this chapter and section
3406k, are not otherw se subject to this act.

Sec. 3519. (1) A health maintenance organi zation contract and
the contract's rates, including any deducti bl es, —and— copaynents,
AND CO NSURANCES, between the organi zation and its subscribers
shall be fair, sound, and reasonable in relation to the services
provi ded, and the procedures for offering and term nating contracts
shall not be unfairly discrimnatory.

(2) A health maintenance organization contract and the
contract's rates shall not discrimnate on the basis of race,
color, creed, national origin, residence within the approved
service area of the health maintenance organization, |awf ul
occupation, sex, handicap, or marital status, except that marital
status may be used to classify individuals or risks for the purpose
of insuring famly units. The comm ssioner nmay approve a rate

differential based on sex, age, residence, disability, marital
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status, or lawful occupation, if the differential is supported by
sound actuarial principles, a reasonable classification system and
is related to the actual and credible loss statistics or reasonably
anti ci pated experience for new coverages. A HEALTHY LI FESTYLE
PROGRAM AS DEFI NED I N SECTI ON 3517(2) 1S NOT SUBJECT TO THE
COW SSI ONER' S APPROVAL UNDER THI' S SUBSECTI ON AND |'S NOT REQUI RED
TO BE SUPPORTED BY SOUND ACTUARI AL PRI NCI PLES, A REASONABLE
CLASSI FI CATI ON SYSTEM OR BE RELATED TO ACTUAL AND CREDI BLE LGSS
STATI STI CS OR REASONABLY ANTI Cl PATED EXPERI ENCE FOR NEW COVERAGES.

(3) Al health mai ntenance organi zation contracts shal
include, at a mninum basic health services.

Sec. 3523. (1) A health maintenance contract shall be filed
wi th and approved by the comm ssi oner

(2) A health mai ntenance contract shall include any approved
riders, anmendnents, and the enrollnment application.

(3) In addition to the provisions of this act that apply to an
expense-incurred hospital, nedical, or surgical policy or
certificate, a health maintenance contract shall include all of the
fol |l ow ng:

(a) Name and address of the organization.

(b) Definitions of ternms subject to interpretation

(c) The effective date and duration of coverage.

(d) The conditions of eligibility.

(e) A statenent of responsibility for paynents.

(f) A description of specific benefits and services avail able
under the contract within the service area, with respective

copaynents, CO NSURANCES, and deducti bl es.
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(g) A description of enmergency and out-of-area services.

(h) A specific description of any limtation, exclusion, and
exception, including any preexisting condition limtation, grouped
together with captions in bol df aced type.

(i) Covenants that address confidentiality, an enrollee's
right to choose or change the primary care physician or other
providers, availability and accessibility of services, and any
rights of the enrollee to inspect and review his or her nedica
records.

(j) Covenants of the subscriber shall address all of the
foll ow ng subj ects:

(1) Tinely paynent.

(1i)) Nonassi gnment of benefits.

(iii) Truth in application and statenents.

(iv) Notification of change in address.

(v) Theft of nmenbership identification

(k) A statement of responsibilities and rights regarding the
gri evance procedure.

() A statement regardi ng subrogation and coordi nation of
benefits provisions, including any responsibility of the enrollee
t o cooperate.

(m A statenent regarding conversion rights.

(n) Provisions for adding new fam |y nmenbers or other acquired
dependents, including conversion of individual contracts to famly
contracts and famly contracts to individual contracts, and the
time constraints inposed.

(o) Provisions for grace periods for |ate paynent.
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(p) A description of any specific terns under which the health
mai nt enance organi zati on or the subscriber can termnate the
contract.

(q) A statenent of the nonassignability of the contract.

Sec. 3529. (1) A health maintenance organi zati on may contract
Wi th or enploy health professionals on the basis of cost, quality,
avai lability of services to the nenbership, conformty to the
adm ni strative procedures of the health maintenance organi zation
and other factors relevant to delivery of economcal, quality care,
but shall not discrimnate solely on the basis of the class of
heal th professionals to which the health professional bel ongs.

(2) A health maintenance organi zation shall enter into
contracts with providers through which health care services are
usual ly provided to enrollees under the health naintenance
or gani zati on plan

(3) An affiliated provider contract shall prohibit the
provi der from seeking paynent fromthe enrollee for services
provi ded pursuant to the provider contract, except that the
contract may allow affiliated providers to collect copaynents,

CO NSURANCES, and deductibles directly fromenroll ees.

(4) An affiliated provider contract shall contain provisions
assuring all of the follow ng:

(a) The provider neets applicable licensure or certification
requirenents.

(b) Appropriate access by the health nmai ntenance organi zati on
to records or reports concerning services to its enrollees.

(c) The provider cooperates with the health maintenance
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organi zation's quality assurance activities.

(5) The comm ssioner nmay waive the contract requirenment under
subsection (2) if a health nmai ntenance organi zation has
denonstrated that it is unable to obtain a contract and
accessibility to patient care woul d not be conprom sed. When 10% or
nore of a health mai ntenance organi zation's el ective inpatient
adm ssions, or projected adm ssions for a new heal th mai ntenance
organi zation, occur in hospitals with which the health nmai ntenance
organi zati on does not have contracts or agreenents that protect
enrollees fromliability for authorized adm ssions and services,

t he heal th mai nt enance organi zation may be required to maintain a
hospital reserve fund equal to 3 nonths' projected clains fromsuch
hospi t al s.

(6) A health mai ntenance organi zation shall submt to the
conmi ssi oner for approval standard contract formats proposed for
use with its affiliated providers and any substantive changes to
t hose contracts. The contract format or change is considered
approved 30 days after filing unless approved or disapproved w thin
the 30 days. As used in this subsection, "substantive changes to
contract formats" nmeans a change to a provider contract that alters
the nethod of paynment to a provider, alters the risk assuned by
each party to the contract, or affects a provision required by |aw

(7) A health maintenance organi zati on or applicant shal
provi de evidence that it has enployed, or has executed affiliation
contracts with, a sufficient nunber of providers to enable it to
deliver the health mai ntenance services it proposes to offer

Sec. 3533. (1) A health maintenance organi zati on may offer
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prudent purchaser contracts to groups or individuals and in
conjunction with those contracts a health nai ntenance organization
may pay or may reinmburse enrollees, or may contract w th another
entity to pay or reinburse enrollees, for unauthorized services or
for services by nonaffiliated providers in accordance with the
terms of the contract and subject to copaynments, CO NSURANCES
deducti bl es, or other financial penalties designed to encourage
enroll ees to obtain services fromthe organi zation's providers.

(2) Prudent purchaser contracts and the rates charged for them
are subject to the same regulatory requirenents as health
mai nt enance contracts. The rates charged by an organi zation for
coverage under contracts issued under this section shall not be
unreasonably | ower than what is necessary to neet the expenses of
t he organi zation for providing this coverage and shall not have an
anticonpetitive effect or result in predatory pricing in relation
to prudent purchaser agreenent coverages offered by other
or gani zati ons.

(3) A health mai ntenance organi zation shall not issue prudent
purchaser contracts unless it is in full conmpliance with the
requi renents for adequate working capital, statutory deposits, and
reserves as provided in this chapter and it is not operating under
any limtation to its authorization to do business in this state.

(4) A health mai ntenance organi zation shall maintain financia
records for its prudent purchaser contracts and activities in a
form separate or separable fromthe financial records of other
operations and activities carried on by the organization.

Sec. 3539. (1) For an individual covered under a nongroup
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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
condition for which nedical advice, diagnosis, care, or treatnent
was reconmended or received within 6 nonths before enroll nment and

t he exclusion or Iimtation does not extend for nore than 6 nonths
after the effective date of the health mai ntenance contract.

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

(3) Except as provided in subsection (5), a health naintenance
organi zation that has issued a nongroup contract shall renew or
continue in force the contract at the option of the individual.

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

(5) Quaranteed renewal is not required in cases of fraud,
intentional msrepresentation of material fact, |ack of paynent, if
t he heal th mai nt enance organi zati on no | onger offers that
particul ar type of coverage in the market, or if the individual or
group noves outside the service area.

(6) A HEALTH MAI NTENANCE ORGANI ZATI ON |'S NOT REQUI RED TO
CONTI NUE A HEALTHY LI FESTYLE PROGRAM OR TO CONTI NUE ANY | NCENTI VE
ASSOCI ATED W TH A HEALTHY LI FESTYLE PROGRAM | NCLUDI NG, BUT NOT
LIMTED TO GOODS, VOUCHERS, OR EQUI PMENT.

(7) —6)— As used in this section, "group"” nmeans a group of 2
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or nore subscribers.

Sec. 3571. A health maintenance organi zation is not precluded
frommnmeeting the requirenents of, receiving —ereys— MONEY from
and enrolling beneficiaries or recipients of —— state and federal
heal th prograns. A HEALTH MAI NTENANCE ORGANI ZATI ON THAT
PARTI CI PATES I N A STATE OR FEDERAL HEALTH PROGRAM SHALL NMEET THE
SOLVENCY AND FI NANCI AL REQUI REMENTS OF THI'S ACT, UNLESS THE HEALTH
MAI NTENANCE ORGANI ZATION IS | N RECEI VERSH P OR UNDER SUPERVI SI ON,
BUT IS NOT REQUI RED TO OFFER BENEFI TS OR SERVI CES THAT EXCEED THE
REQUI REMENTS OF THE STATE OR FEDERAL HEALTH PROGRAM THI' S SECTI ON
DOES NOT' APPLY TO STATE EMPLOYEE OR FEDERAL EMPLOYEE HEALTH
PROGRANS
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