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SB-1150, As Passed House, December 9, 2004

SUBSTI TUTE FOR
SENATE BI LL NO. 1150

A Dbill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng sections 3515, 3519, 3523, 3529, 3533, 3569, and 3571
(MCL 500. 3515, 500.3519, 500.3523, 500.3529, 500.3533, 500. 3569,
and 500. 3571), sections 3515 and 3519 as anended by 2002 PA 621,
sections 3523 and 3529 as amended by 2002 PA 304, and sections
3533, 3569, and 3571 as added by 2000 PA 252.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 3515. (1) A health naintenance organization may
provi de additional health maintenance services or any ot her
related health care service or treatnent not required under this
chapter.

(2) A health maintenance organi zati on may have health
mai nt enance contracts with deductibles. —A- For specific health

mai nt enance services, a health maintenance organi zati on may have
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heal t h mai nt enance contracts —with— that require copaynents,

. L fie healtl : : .
Copayrents—for—servicesfrequiredunder—section—3504{b)— stated as

dol  ar anmounts for the cost of covered services, and coi nsurance,
stated as percentages for the cost of covered services.

Coi nsurance for basic health services and copaynents for

i npati ent hospital services and facility-based outpatient

surgi cal services, excluding deductibles, —-shall—benomnal—
shal | not exceed 50% of a health nai ntenance organi zation's

rei mbursenent to an affiliated provider for providing the service

to an enroll ee —— and shall not be based on the provider's

standard charge for the service.

(3) An enrollee' s aggregate out-of-pocket costs for
coi nsurance for basic health services and an enrollee's aggregate
out - of - pocket costs for copaynents for inpatient hospital
services and facility-based outpatient surgical services shal
not exceed $5, 000. 00 per year for an individual covered under a
heal th mai nt enance contract and $10, 000. 00 per year for a famly
covered under a health maintenance contract. The nmaxi mum
coi nsurance and copaynent out-of-pocket costs shall be adjusted
annually to the greater of the foll ow ng:

(a) By March 31 each year in accordance with the annua
aver age percentage change in the consuner price index for al
urban consuners in the United States city average for nedica
care for the 12-nonth period ending the precedi ng Decenber 31, as
reported by the United States departnent of |abor, bureau of

| abor statistics, and as certified by the comm ssioner
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Senate Bill No. 1150 as anended Cbtgber 6, 2004

(b) The maxi mum annual out - of - pocket expenses for a high
deducti ble health plan under section 223 of the internal revenue
code, 26 USC 223, as certified by the conm ssioner.

(4) Upon petition by a heal th mai ntenance organi zation to the
conmi ssi oner, the maxi num coi nsurance and co- paynent
out - of - pocket costs under subsection (3) shall be adjusted to an
anount warranted by current market conditions. Wthin 90 days
after the date of the petition, the conm ssioner shall make the
adj ustment or reject the adjustnment as not being warranted by
current market conditions. As used in this subsection:

(a) "Current market conditions" includes higher coinsurances
and co-paynents being used in the sane or simlar products
mar ket ed by ot her health insurers.

(b) "Health insurer"” neans a <<heal th mai ntenance organi zation
nonprofit health care corporation, or comercial insurer regulated by the
i nsurance laws of this state and providing any formof health insurance
or coverage.

>>

(5) A health mai ntenance organi zati on may have health
mai nt enance contracts under section 3533 with separate
out - of - pocket costs for services performed by nonaffiliated
provi ders that do not exceed 2 tinmes the out-of-pocket costs
under subsection (3) or (4) for services perfornmed by affiliated
providers. A health maintenance organization shall not have
separate out-of-pocket costs under this subsection for energency
services or for services performed by nonaffiliated providers

that are authorized by the heal th mai ntenance organi zati on.
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(6) A health maintenance organi zation shall not require
contributions be nade to a deductible for —preventative
preventive health care services. As used in this subsection
—preventative— "preventive health care services" means services
designated to maintain an individual in optinmumhealth and to
prevent unnecessary injury, illness, or disability.

(7) 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. 3519. (1) A health nmintenance organization contract
and the contract's rates, including any deductibles, —and
copaynents, and coi nsurances, between the organization and its
subscri bers shall be fair, sound, and reasonable in relation to
t he services provided, and the procedures for offering and
term nating contracts shall not be unfairly discrimnatory.

(2) A health maintenance organi zation 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 nmarital
status may be used to classify individuals or risks for the
purpose of insuring famly units. The conmi ssioner may approve a
rate differential based on sex, age, residence, disability,
marital status, or |awful occupation, if the differential is
supported by sound actuarial principles, a reasonable
classification system and is related to the actual and credible

| oss statistics or reasonably anticipated experience for new
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cover ages.
(3) Al health nmai ntenance organi zation contracts shal
i nclude, at a mninmm basic health services.

Sec. 3523. (1) A health maintenance contract shall be filed

wi th and approved by the conmm ssioner.

(2) A health mai ntenance contract shall include any approved
riders, anendnents, and the enroll ment 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
t he foll ow ng:

(a) Nanme and address of the organizati on.

(b) Definitions of ternms subject to interpretation.

(c) The effective date and duration of coverage.

(d) The conditions of eligibility.

(e) A statement of responsibility for paynents.

(f) A description of specific benefits and services avail abl e
under the contract within the service area, with respective
copaynents, coinsurances, and deducti bl es.

(g) A description of energency 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 prinmary care physician or other
providers, availability and accessibility of services, and any

rights of the enrollee to inspect and review his or her nedica
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records.

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

(i) Tinely paynent.

(ii) Nonassi gnnment of benefits.

(1it) Truth in application and statenents.

(iv) Notification of change in address.

(v) Theft of menmbership identification.

(k) A statenent of responsibilities and rights regarding the
grievance procedure.

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

(m A statenent regardi ng conversion rights.

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

(o) Provisions for grace periods for |ate paynent.

(p) A description of any specific terns under which the
heal t h mai nt enance organi zati on or the subscriber can term nate
t he contract.

(gq) A statenment of the nonassignability of the contract.

Sec. 3529. (1) A health naintenance organization may
contract with or enploy health professionals on the basis of
cost, quality, availability of services to the menbership,

conformty to the adm nistrative procedures of the health
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mai nt enance organi zati on, and other factors relevant to delivery
of econom cal, quality care, but shall not discrimnate solely on
the basis of the class of health professionals to which the
heal t h prof essi onal bel ongs.

(2) A health maintenance organization 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 pl an.

(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,
coi nsurances, and deductibles directly fromenrollees.

(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 nt enance organi zati on
to records or reports concerning services to its enrollees.

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

(5) The comm ssioner nmay waive the contract requirenment under
subsection (2) if a health mai ntenance organi zation has
denonstrated that it is unable to obtain a contract and
accessibility to patient care woul d not be conprom sed. Wen 10%
or nore of a health maintenance organi zation's elective inpatient

adm ssions, or projected adm ssions for a new heal th mai ntenance
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organi zation, occur in hospitals with which the health
mai nt enance organi zati on does not have contracts or agreenents
that protect enrollees fromliability for authorized adm ssions
and services, the health mai ntenance organi zation nay be required
to maintain a hospital reserve fund equal to 3 nonths' projected
clainms fromsuch hospitals.

(6) A health mai ntenance organi zation shall submt to the
commi ssi oner for approval standard contract formats proposed for
use with its affiliated providers and any substantive changes to
those contracts. The contract format or change is considered
approved 30 days after filing unless approved or disapproved
within the 30 days. As used in this subsection, "substantive
changes to contract formats" neans a change to a provider
contract that alters the nethod of paynent to a provider, alters
the risk assunmed by each party to the contract, or affects a
provi sion 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 number of providers to
enable it to deliver the health maintenance services it proposes
to offer.

Sec. 3533. (1) A health maintenance organization may offer
prudent purchaser contracts to groups or individuals and in
conjunction with those contracts a health mai ntenance
organi zation may pay or may reinburse enrollees, or may contract
wi th another entity to pay or reinburse enrollees, for

unaut hori zed services or for services by nonaffiliated providers
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9
in accordance with the ternms of the contract and subject to
copaynents, coinsurances, deductibles, or other financial
penal ti es desi gned to encourage enrollees to obtain services from
t he organi zation's providers.

(2) Prudent purchaser contracts and the rates charged for
them are subject to the sane regulatory requirenents as health
mai nt enance contracts. The rates charged by an organi zati on 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
ot her organi 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 maintenance organi zation shall maintain
financial records for its prudent purchaser contracts and
activities in a formseparate or separable fromthe financia
records of other operations and activities carried on by the
or gani zati on.

Sec. 3569. (1) Except as provided in section 3515(2), (3),
(4), and (5), a health naintenance organi zation shall assune ful

financial risk on a prospective basis for the provision of health
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mai nt enance services. However, the organization nmay do any of
t he foll ow ng:

(a) Require an affiliated provider to assune financial risk
under the ternms of its contract.

(b) Ootain insurance.

(c) Make other arrangenents for the cost of providing to an
enrol |l ee health mai nt enance services the aggregate val ue of which
is nore than $5,000.00 in a year for that enroll ee.

(2) If the health mai ntenance organi zati on requires an
affiliated provider to assune financial risk under the terns of
its contract, the contract shall require both of the foll ow ng:

(a) The heal th mai ntenance organi zation to pay the affiliated
provi der, including a subcontracted provider, directly or through
a licensed third party admnistrator for health naintenance
services provided to its enroll ees.

(b) The heal th mai ntenance organi zation to keep all pool ed
funds and w thhold anpbunts and account for themon its financial
books and records and reconcile themat year end in accordance
with the witten agreement between the affiliated provider and
t he heal th mai nt enance organi zati on.

(3) As used in this section, "requiring an affiliated
provider to assume financial risk"” neans a transaction whereby a
portion of the chance of |oss, including expenses incurred,
related to the delivery of health nmaintenance services is shared
with an affiliated provider in return for a consideration. These
transactions include, but are not limted to, full or partia

capi tation agreenents, w thholds, risk corridors, and indemity
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agreenents.
Sec. 3571. A health mai ntenance organi zation i s not

precluded fromneeting the requirenents of, receiving —AeReys

noney from and enrolling beneficiaries or recipients of —
state and federal health progranms. A health maintenance
organi zation that participates in a state or federal health
program shall neet the solvency and financial requirenents of
this act but is not required to offer benefits or services that
exceed the requirenents of the state or federal health program
This section does not apply to state enployee or federal enployee

heal t h prograns.
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