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HOUSE BILL No. 5570

January 24, 2006, Introduced by Rep. Hildenbrand and referred to the Committee on
Insurance.

A bill to anend 1956 PA 218, entitled
"The insurance code of 1956,"
by amendi ng section 3701 (MCL 500.3701), as added by 2003 PA 88,
and by addi ng section 3705a.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 3701. As used in this chapter:

(a) "Actuarial certification" nmeans a witten statenent by a
nmenber of the Anerican acadeny of actuaries or another individual
acceptable to the comm ssioner that a small enployer carrier is in
conpliance with the provisions of section 3705, based upon the
person's exam nation, including a review of the appropriate records
and the actuarial assunptions and nethods used by the carrier in
establishing premiuns for applicable health benefit plans.

(b) "Affiliation period" neans a period of tinme required by a
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smal | enpl oyer carrier that nust expire before health coverage
becones effective.

(c) "Base premunt neans the |owest prem umcharged for a
rating period under a rating systemby a snall enployer carrier to
smal | enployers for a health benefit plan in a geographic area.

(d) "Carrier"” means a person that provides health benefits,
coverage, or insurance in this state. For the purposes of this
chapter, carrier includes a health insurance conmpany authorized to
do business in this state, a nonprofit health care corporation, a
heal t h mai nt enance organi zation, a nultiple enployer welfare
arrangenent, or any other person providing a plan of health
benefits, coverage, or insurance subject to state insurance
regul ati on.

(e) "COBRA" neans the consolidated omi bus budget
reconciliation act of 1985, Public Law 99-272, 100 Stat. 82.

(f) "Comrercial carrier"” neans a small enployer carrier other
than a nonprofit health care corporation or health mai ntenance
or gani zati on.

(g) "Creditabl e coverage" nmeans, with respect to an
i ndi vidual, health benefits, coverage, or insurance provided under
any of the follow ng:

(i) A group health plan

(i) A health benefit plan.

(1it) Part A or part B of title XVIII of the social security
act, —ehapter—531+—49 Stat—620— 42 U-S-G— USC 1395c to —1395+
and—1395i-2to0—1395i-5—and42 U-S-C—1395f to1395t,—1395u—te
1395w—and—1395w 2 to— 1395w 4.
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(iv) Title XIX of the social security act, —echapter531—49
Stat—620— 42 U-S-C&— USC 1396 to —1396r-6—and—1396r-8-to— 1396v,

ot her than coverage consisting solely of benefits under section
1929 of title XIX of the social security act, 42 U-S-G— USC
1396t .

(v) Chapter 55 of title 10 of the United States Code, 10
U-S-G— USC 1071 to 1110. For purposes of chapter 55 of title 10 of
the United States Code, 10 -U-S—&— USC 1071 to 1110, "uniformed
services" nmeans the arned forces and the comm ssioned corps of the
nati onal oceanic and at nospheric adm nistration and of the public
heal th servi ce.

(vi) A nedical care programof the Indian health service or of
a tribal organization.

(vii) A state health benefits risk pool

(viii) A health plan offered under the enpl oyees health benefits
program chapter 89 of title 5 of the United States Code, 5 U-S-GC-
USC 8901 to 8914.

(iX) A public health plan, which for purposes of this chapter
nmeans a plan established or maintained by a state, county, or other
political subdivision of a state that provides health insurance
coverage to individuals enrolled in the plan.

(X) A health benefit plan under section 5(e) of title I of the
peace corps act, —PubHelaw 87-293,— 22 U-S-GC— USC 2504.

(h) "Eligible enployee" neans an enpl oyee who works on a full -
time basis with a normal workweek of 30 or nore hours. Eligible
enpl oyee includes an enpl oyee who works on a full-tinme basis with a

nor mal wor kweek of 17.5 to 30 hours, if an enployer so chooses and
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if this eligibility criterionis applied uniformy anong all of the
enpl oyer's enpl oyees and without regard to health status-rel ated
factors.

(i) "Geographic area" neans an area in this state that
i ncludes not less than 1 entire county, established by a carrier
pursuant to section 3705 and used for adjusting premuns for a
heal th benefit plan subject to this chapter. In addition, if the
geographic area includes 1 entire county and additional counties or
portions of counties, the counties or portions of counties nust be
contiguous with at least 1 other county or portion of another
county in that geographic area.

(j) "Goup health plan" nmeans an enpl oyee wel fare benefit plan
as defined in section 3(1) of subtitle A of title I of the enpl oyee
retirement incone security act of 1974, —Publetaw 93-406— 29
U-S-G— USC 1002, to the extent that the plan provides nedical
care, including itens and services paid for as nedical care to
enpl oyees or their dependents as defined under the terns of the
plan directly or through insurance, reinbursenment, or otherw se. As
used in this chapter, all of the following apply to the term group
heal t h pl an:

(1) Any plan, fund, or programthat would not be, but for
section 2721(e) of subpart 4 of part A of title XXVII of the public
heal th service act, —ehapter3#3—110-Stat—19674— 42 U-S-G&— USC
300gg- 21, an enployee wel fare benefit plan and that is established
or mai ntained by a partnership, to the extent that the plan, fund,
or program provi des nedi cal care, including items and services paid

for as nmedical care, to present or former partners in the
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partnership, or to their dependents, as defined under the terns of
the plan, fund, or program directly or through insurance,

rei nmbursenent or otherw se, shall be treated, subject to

subpar agraph (ii), as an enployee welfare benefit plan that is a
group health plan.

(ii)) The term "enpl oyer” also includes the partnership in
relation to any partner.

(iii) The term "participant” also includes an individual who is,
or may becone, eligible to receive a benefit under the plan, or the
i ndi vidual's beneficiary who is, or may becone, eligible to receive
a benefit under the plan. For a group health plan naintained by a
partnership, the individual is a partner in relation to the
partnership and for a group health plan maintained by a self-
enpl oyed i ndividual, under which 1 or nore enpl oyees are
participants, the individual is the self-enployed individual

(k) "Health benefit plan” or "plan" nmeans an expense-incurred
hospital, medical, or surgical policy or certificate, nonprofit
health care corporation certificate, or health maintenance
organi zation contract. Health benefit plan does not include
accident-only, credit, dental, or disability income insurance;
| ong-term care i nsurance; coverage issued as a supplenment to
l[iability insurance; coverage only for a specified disease or
illness; worker's conpensation or simlar insurance; or autonobile
nmedi cal - paynent i nsurance.

() "I'ndex rate" means the arithnetic average during a rating
period of the base prem um and the hi ghest prem um charged per

enpl oyee for each health benefit plan offered by each snal
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enpl oyer carrier to snmall enployers and sole proprietors in a
geogr aphi c area.

(m "Nonprofit health care corporation” nmeans a nonprofit
heal th care corporation operating pursuant to the nonprofit health
care corporation reformact, 1980 PA 350, MCL 550. 1101 to 550. 1704.

(n) "Premunt neans all noney paid by a small enployer, a sole
proprietor, eligible enployees, or eligible persons as a condition
of receiving coverage froma small enployer carrier, including any
fees or other contributions associated with the health benefit
pl an.

(o) "Rating period" nmeans the cal endar period for which
prem uns established by a small enpl oyer carrier are assuned to be
in effect, as determined by the snmall enployer carrier.

(p) "Small enployer" neans any person, firm corporation
partnership, limted liability conpany, or association actively
engaged in business who, on at |east 50% of its working days during
t he preceding and current cal endar years, enployed at |east 2 but
not nore than 50 eligible enployees. In determning the nunber of
el igible enpl oyees, conpanies that are affiliated conpani es or that
are eligible to file a conbined tax return for state taxation
pur poses shall be considered 1 enployer.

(q) "Small enployer carrier"” neans either of the foll ow ng:

(i) Acarrier that offers health benefit plans covering the
enpl oyees of a small enpl oyer.

(i) A carrier under section 3703(3).

(r) "Sole proprietor” means an individual who is a sole

proprietor or sole shareholder in a trade or business through which
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he or she earns at |east 50% of his or her taxable inconme as
defined in section 30 of the income tax act of 1967, 1967 PA 281
MCL 206. 30, excluding investnment incone, and for which he or she
has filed the appropriate internal revenue service form 1040,
schedule C or F, for the previous taxable year; who is a resident
of this state; and who is actively enployed in the operation of the
busi ness, working at |east 30 hours per week in at |east 40 weeks
out of the cal endar year

(S) "STATE MANDATED HEALTH BENEFI TS' OR "MANDATED BENEFI TS"
MEANS COVERACGE FOR SPECI FI C HEALTH CARE SERVI CES OR BENEFI TS AS
REQUI RED UNDER CHAPTER 34 OR 36 OR PART 4 OF THE NONPROFI T HEALTH
CARE CORPORATI ON REFORM ACT, 1980 PA 350, MCL 550. 1401 TO 550. 1439.

(T) s)— "Waiting period" neans, with respect to a health
benefit plan and an individual who is a potential enrollee in the
pl an, the period that nust pass with respect to the individual
before the individual is eligible to be covered for benefits under
the terns of the plan. For purposes of cal culating periods of
creditabl e coverage under this chapter, a waiting period shall not
be considered a gap in coverage.

SEC. 3705A. (1) TO I NCREASE HEALTH BENEFI T PLAN OPTI ONS
AVAI LABLE TO SVALL EMPLOYERS, THE COWM SSI ONER MAY APPROVE
APPLI CATI ONS FROM CARRI ERS TO OFFER HEALTH BENEFI T PLANS THAT DO
NOT | NCLUDE SPECI FI C STATE MANDATED HEALTH BENEFI TS. A WAI VER FOR A
HEALTH BENEFI T PLAN UNDER THI S CHAPTER SHALL NOT BE GRANTED BY THE
COW SSI ONER UNLESS ALL OF THE FOLLOWN NG ARE MET:

(A) THE HEALTH BENEFI T PLAN TO BE PROVI DED THROUGH THE WAl VER
AUTHORI TY GRANTED I N THI'S SECTI ON CLEARLY DELI NEATES TO SMALL
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EMPLOYERS THE HEALTH SERVI CES | NCLUDED I N THE PLAN, THE MANDATED
BENEFI TS | NCLUDED I N THE PLAN, AND THE MANDATED BENEFI TS THAT ARE
NOT | NCLUDED I N THE PLAN AS A RESULT OF THE WAI VER

(B) THE DURATI ON OF THE WAI VER DOES NOT EXCEED 5 YEARS.

(© THE CARRI ER RECEI VI NG THE WAl VER AGREES TO PROVI DE THE
I NFORMATI ON REQUESTED BY THE COWM SSI ONER THAT |'S NEEDED TO MEET
THE REPORTI NG REQUI REMENTS UNDER SUBSECTI ON (5) .

(2) THE COW SSI ONER SHALL APPROVE ANNUALLY ON OR BEFCRE
JANUARY 1 AT LEAST 2 WAl VER APPLI CATI ONS FROM CARRI ERS TO THE
EXTENT THAT A CARRI ER OR CARRI ERS HAVE SUBM TTED APPLI CATI ONS FOR
WAI VERS THAT MEET THE REQUI REMENTS OF THI S SECTI ON.

(3) UPON APPROVAL OF A WAI VER UNDER THI S SECTI ON, THE CARRI ER
SHALL SUBM T TO THE COW SSI ONER FOR HI' S OR HER APPROVAL ALL RATES,
FORMS, POLI CIES, AND CONTRACTS FOR THE HEALTH BENEFI T PLAN GRANTED
THE WAI VER. THE PREM UMS OF A HEALTH BENEFI T PLAN GRANTED A WAI VER
UNDER THI S SECTI ON ARE EXEMPT FROM SECTI ON 3705 AND SHALL BE
REASONABLE | N RELATI ON TO THE BENEFI TS PROVI DED.

(4) UPON APPROVAL OF A WAI VER UNDER THI S SECTI ON, A CARRI ER
SHALL ACTI VELY OFFER AND MARKET TO SVALL EMPLOYERS THE HEALTH
BENEFI T PLAN GRANTED THE WAI VER.

(5) ON OR BEFORE NOVEMBER 1, 2008, THE COVM SSI ONER SHALL
PREPARE AND PROVI DE TO THE SENATE AND HOUSE OF REPRESENTATI VES
STANDI NG COWM TTEES ON HEALTH AND | NSURANCE | SSUES A REPORT THAT
I NCLUDES ALL OF THE FOLLOW NG

(A) A DESCRI PTION OF ALL HEALTH BENEFI T PLANS GRANTED WAl VERS
UNDER THI S SECTI ON

(B) THE NUMBER OF HEALTH BENEFI T PLANS GRANTED WAl VERS UNDER
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TH' S SECTI ON THAT HAVE BEEN PURCHASED BY SMALL EMPLOYERS

(© THE | MPACT, |F ANY, UPON THE SMALL GROUP HEALTH | NSURANCE
MARKET, | NCLUDI NG BUT NOT LIM TED TGO, | NFORVATI ON ON NEWY
ADM TTED CARRI ERS WHO ARE OFFERI NG HEALTH BENEFI T PLANS GRANTED
WAI VERS UNDER THI' S SECTI ON, AND ANY EVI DENCE OF | NCREASED RI SK
SEGVENTATI ON | N THE SMALL GROUP MARKET AS A RESULT OF THE OFFERI NG
OF HEALTH BENEFI T PLANS GRANTED WAI VERS UNDER THI S SECTI ON.

(6) THI'S SECTI ON DOES NOT PROH BI T AN EMPLOYER FROM ELECTI NG
TO EXPAND COVERAGE UNDER A HEALTH BENEFI T PLAN.

(7) THI'S SECTI ON DOES NOT PROHI BI T A CARRI ER FROM ELECTI NG TO
EXPAND COVERAGE UNDER A HEALTH BENEFI T PLAN.
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