THE NONPROFIT HEALTH CARE CORPORATION REFORM
ACT

Act 350 of 1980

AN ACT to provide for the incorporation of nonprofit health care corporations; to provide
their rights, powers, and immunities; to prescribe the powers and duties of certain state
officers relative to the exercise of those rights, powers, and immunities; to prescribe certain
conditions for the transaction of business by those corporatiofis in this state; to define the
relationship of health care providers to nonprofit healthicare corporations and to specify their
rights, powers, and immunities with respect thereto; to provide for a Michigan ¢ating program;
to provide for the regulation and supervision of nonprofit-health care corporations by the
commissioner of insurance; to prescribe powers and duties of certdin,other state officers with
respect to the regulation and.supetvision of nonprofit health care corporations;te provide for
the imposition of a regulatory fee; to.regulate the merger-or consolidation-ef certain
corporations; to prescribe an expeditious and effective procedure for'the maintenance and
conduct of certain administrative appeals-telative to provider class plans; to proyide for certain
administrative hearings relative to, rates for-health care benefits; to provide, for the creation of
and the powers and duties of-cértain.nonprofiticorporations for the purpose of receiving and
administering funds for'the public welfare; to provide for certain causes of action; to prescribe
penalties and toptovide-eivil fines for violations of thi§.actjiand to repeal acts and parts of
acts.

History: 1980, Act 350, Effi Apr3, 1981 ;-- Am.(1991, Act 60, Imd. Eff. June 27, 1991 ;-- Am. 1994, Act
169, Imd. Eff. June17, 1994 ;-- Am. 2013, Act4yImd. Eff. Mar. 18, 2013

Compiler's Notes: For transfer of the Départment of Insurance and Office of the Commissioner on
Insurance from the Department of Licensing and Regulation to the Department of Commerce, see E.R.O.
No. 1991-9, compiled atMCL 338.3501 of the Michigan Compiled Laws.For transfer of authority,
powers, duties, functions;-and responsibilities of the insurance bureau and the commissioner of insurance
to the commissioner of the office of financial and insurance services and the office of financial and
insurance services, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

The People of the State of Michigan enact:

Part 1

550.1101 Short title.
Sec. 101.

This act shall be known and may be cited as "the nonprofit health care corporation reform
act".

History: 1980, Act 350, Eff. Apr. 3, 1981

Constitutionality: Procedural fairness is required by the due process clause before governmental action
drastically alters essential terms of the contract between nonprofit group health care plans and hospitals
and nursing homes providing health care services; however, the guarantee of procedural due process does
not necessarily require an adversary proceeding. Convalescent Center v Blue Cross, 414 Mich 247; 324
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NW2d 851 (1982).Administrative hearings under the Administrative Procedures Act, however informal,
comport with the procedural fairness required by due process in the absence of an explicit statutory
requirement that a contested evidentiary hearing be held. Convalescent Center v Blue Cross, 414 Mich
247; 324 NW2d 851 (1982).This act is unconstitutional in the following three particulars:(1) The act's
provision for an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative
authority in that it lacks adequate standards (MCL 550.1205(6)).(2) The statutory restrictions on
administrative services only (ASO) contracts violate equal protection of the laws insofar as they result in
arbitrary and discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL
550.1104(3), 550.1211, 550.1414a, 550.1415, and 550.1607(1)).(3) The commissioner's authority to issue
a cease and desist order based on probable cause against a health care corporation for noncompliance with
the act establishes an improper burden of proof (MCL 550.1402(7)).The Supreme Court ruling on these
three areas of this act does not affect the constitutionality of the remainder of the act. Where, as here, the
unconstitutional provisions are easily severable, the remainder ofithe'act need not be affected. Blue Cross
and Blue Shield of Michigan v Governor, 422 Mich 1; 367 NW2d'L (1985).

Compiler's Notes: For transfer of the Department of Insurance and Office of the Commissioner on
Insurance from the Department of Licensing and'Regulation to the Department.of Commerce, see E.R.O.
No. 1991-9, compiled at MCL 338.3501 of the Michigani‘Compiled Laws.Fon transfer of authority,
powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance
to the commissioner of the officelof financial and insurance services and the office of financial ‘and
insurance services, see E.R.O. No. 2000-2, compiled at MCL 445:2003 of the.Michigan-compiled laws.
Popular Name: Blue Cross;Blue Shield

Popular Name: Act 350

550.1102 Legislative intent and-policy.
Sec. 102.

(1) It isithe:purpose of and intent of this act; and the'policy of the legislature, to promote an
appropriate distribution of health careservices for all residents of this state, to promote the
progress of the-sciencé and art of hedlth care in this state, and to assure for nongroup and
group subscribers, reasonable access-to, and reasonable cost and quality of, health care
services, in recognition-that the health care financing system is an essential part of the general
health, safety, and welfare of the people of this state. Each corporation subject to this act is
declared to be a charitable and benevolent institution and its funds and property shall be
exempt from taxation by this state or any political subdivision of this state.

(2) It 1s the intention of the legislature that this act shall be construed to provide for the
regulation and supervision of nonprofit health care corporations by the commissioner of
insurance so as to secure for all of the people of this state who apply for a certificate, the
opportunity for access to health care services at a fair and reasonable price.

(3) It is the public policy of this state that, in the interest of facilitating access to health care
services at a fair and reasonable price, an alternate, expeditious, and effective procedure for
the resolution of issues and the maintenance of administrative appeals relative to provider
class plans be established and utilized, and to that end, the provisions of this act regarding
administrative review of those provider class plans shall be construed so as to minimize
uncertainty and delays.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1103 Meanings of words and phrases.
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Sec. 103.

For the purposes of this act, the words and phrases defined in sections 104 to 108 shall
have the meanings ascribed to them in those sections.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1104 Definitions; A to C.
Sec. 104.

(1) "Administrative procedures act" means the administrative procedures act of 1969, Act
No. 306 of the Public Acts of 1969, as amended, being sections24.201 to 24.328'0f the
Michigan Compiled Laws, or a successor act:

(2) "Bargaining representative" means a representative designated,or selected by a majority
of employees for the purposes of collective bargaining in respéct to.rates of pay, wages, hours
of employment, or other conditions of employment relative to the employees represented.

(3) "Certificate" means a contract between a health care’corporation-and ‘a subscriber or a
group of subscribers under which health car€ benefits are proyided to.members. A certificate
includes any approved riders amending the,contract.

(4) "Collective bargaining agfeement" means anagreement entered.into between the
employer and the bargaining representative of its employees, and.ificludesthose agreements
entered into onbehalf of groups of employers-with the bargaining representative of their
employees pursuant.to the national labor relations act; chapter 372, 49 Stat. 449, 29 U.S.C.
151 to 158 and 159 to, 169, under Act No. 176 0f the Public Acts of 1939, as amended, being
sections 423.1 to 423.30 of'the MichiganCompiled Laws, or under Act No. 336 of the Public
Acts of 1947 .as amended, being sections423.201 to 423.216 of the Michigan Compiled
Laws.

(5) "Commissioner-means the commissioner of insurance. Commissioner includes an
authorized designee of.the commissioner, if written notice of the delegation of authority has
been given as provided in section 601.

(6) "Contingency reserve" means the sum of all assets minus the sum of all liabilities of a
health care corporation, as shown in the annual financial statement filed under section 602.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1993, Act 127, Imd. Eff. July 21, 1993
Constitutionality: This act is unconstitutional in the following three particulars:(1) The act's provision for
an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).(2) The statutory restrictions on administrative
services only (ASO) contracts violate equal protection of the laws insofar as they result in arbitrary and
discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3),
550.1211, 550.1414a, 550.1415, and 550.1607(1)).(3) The commissioner's authority to issue a cease and
desist order based on probable cause against a health care corporation for noncompliance with the act
establishes an improper burden of proof (MCL 550.1402(7)).The Supreme Court ruling on these three
areas of this act does not affect the constitutionality of the remainder of the act. Where, as here, the
unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross
and Blue Shield of Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1105 Definitions; H.
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Sec. 105.

(1) "Health care benefit" means the right under a certificate to have payment made by a
health care corporation for a specified health care service, regardless of whether or not the
payment is made pursuant to an administrative services only or cost-plus arrangement.

(2) "Health care corporation" means a nonprofit hospital service corporation, medical care
corporation, or a consolidated hospital service and medical care corporation incorporated or
reincorporated under this act, or incorporated or consolidated under former Act No. 108 or 109
of the Public Acts of 1939.

(3) "Health care facility" means a facility or agency as defined in section 22104 of Act No.
368 of the Public Acts of 1978, being section 333.22104 of the Michigan Compiled Laws, and
includes a home health agency, or other facility with the approval of the commissioner.

(4) "Health care provider" or "provider", except as provided in section 301(8)(a);means a
health care facility; a person licensed, certified, or registered under parts 161 0182 of Act No.
368 of the Public Acts of 1978, as amended, being sections 333.16101t¢ 333.18237 of the
Michigan Compiled Laws; any othef person or facility, with theapproval of the commissioner,
who or which meets the standards set by the health care cerpotation for all contracting
providers; and, for purpeses of sectien 414a, any person or facility who ot'which provides
intermediate or outpatient care for substance.abuse, as defined in section 414a.

(5) "Health care serviees" means serviCesprovided, ordered, oriprescribed by.ahealth care
provider, including health and rehabilitative services and.medical supplies; medical and
rehabilitative services and medical supplies, medical prosthetics and deviees, and medical
services ancillary or in¢idental to the proyision of those serviees.

History: 1980sAct 350, Eff. Apr. 3,.1981 s=-/Am. 1980, Act.430; Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1106 Definitions; L to,O.
Sec. 106.

(1) "Large subscriber group" means a group of 10,000 or more subscribers.

(2) "Medium subscriber group" means a group of 150 or more subscribers, but less than
10,000 subscribers.

(3) "Member", except as used in parts 2 and 3, means a subscriber, a dependent of a
subscriber, or any other individual entitled to receive health care benefits under a nongroup or
group certificate.

(4) "Nongroup subscriber" means an individual subscriber who is not enrolled as a
subscriber through any subscriber group.

(5) "Objectives" means an expected achievement level by a health care corporation of the
goals provided in section 504, for a provider class. Insofar as is reasonably practicable,
objectives shall be capable of quantitative measurement.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1107 Definitions; P.
Sec. 107.
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(1) "Participating provider" means a provider that has entered into a participating contract
with a health care corporation and that meets the standards set by the corporation for that class
of providers.

(2) "Participating contract" means an agreement, contract, or other arrangement under
which a provider agrees to accept the payment of the health care corporation as payment in
full for health care services or parts of health care services covered under a certificate, as
provided for in section 502(1).

(3) "Person" means an individual, corporation, partnership, organization, or association.

(4) "Personal data" means a document incorporating medical or surgical history, care,
treatment, or service; or any similar record, including an automated or computer accessible
record, relative to a member, which is maintained or stored by a health care corporation.

(5) "Proposed rate" means any of the following:

(a) A proposed increase or decrease in the ratesstosbe charged:ito nongroup subscribers.

(b) For group subscribers, any proposed.changes in the methodology ordefinitions of any
rating system, formula, component, orfactor subjeetto prior approval by, the commissioner.
(c) A proposed increase or dectease in deductible amounts 0r coinsurance percentages.

(d) A proposed extension of benefits, additional benefits;,or a reduction.ot limitation in
benefits.

(e) A review pursuant t6 section 608(2).

(6) "Provider class" means classes of providers, as defined, in section 105(4), that have a
provider contract or a reimburs€ment.arrangement,with a.health care corporation to render
health care services to subscribers, as those classes'are established bythe corporation.

(7) "Provider class plan" or "plan" means,a-document coentaining a reimbursement
arrangementand objectives for aprovider class, andsin the case of those providers with which
a health care corporation contracts, provisions that.are included in that contract.

(8) "Provider contract"or "contract! m€ans an agreement between a provider and a health
care corporation that.contains provisions te' implement the provider class plan.

History: 1980, Act 350, Eff, Apr..3,.1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1108 Definitions; R, S.
Sec. 108.

(1) "Reimbursement arrangement" means policies, practices, and methods by which a health
care corporation makes payments to a provider to implement the provider class plan.

(2) "Small subscriber group" means a group of less than 150 subscribers.

(3) "Subscriber" means an individual who contracts for health care benefits, either
individually or through a group, with a health care corporation. Subscriber includes an
individual whose contract contains an administrative services only or cost-plus arrangement
authorized under section 207(1)(g).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part 2
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550.1201 Health care corporation; incorporation; number of persons; payment of cash or
other material benefit to subscriber; applicable laws; charitable and benevolent
institution; exemption from taxation; certificate of authority; health care benefits and
certificates.

Sec. 201.

(1) A health care corporation shall not be incorporated in this state except under this act.

(2) Not less than 7 persons, all of whom shall be residents of this state, may form a health
care corporation under this act for the purpose of providing 1 or more health care benefits at
the expense of the corporation to persons or groups of persons who become subscribers to the
plan, under certificates which will entitle each subscriber to certain health care services by
providers with which the corporation has contracted for that purpose.

(3) A certificate shall not provide for the payment,of cash or any other material’ benefit to a
subscriber or the estate of a subscriber on account of death, illness, or injury except where
payment is made to a subscriber for health care services by a provider who'has not entered
into a participating contract withithe corporation or to reimbutse a'subscriber who hasimade,
or is obligated to make, payment directly to a provider.

(4) A health care corporation shall not be subject to the'laws of this-state with respect to
insurance corporations, except as provided ifithis act. A health care cerporation shall not be
subject to the laws of this state with reSpect to’corporations generally.

(5) A health care corporation'subject'to this act is"declared to be a charitable.and benevolent
institution, and its funds-and property shall be-exempt from taxation by this state or any
political subdivisien of'this state.

(6) Apetrsotiishall'not act as a-health care corperatien ot issue a certificate except as
authorized by.and pursuantto a‘Certificate of authority granted to the person by the
commissioner pursuant to, this act.

(7) A health-care cotporation shall'provide only the kinds of health care benefits and
certificates authorized by thisact. A-health care corporation shall not make or issue a
certificate relative to health care benefits except as approved or otherwise authorized under
this act.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1201a Formation of health care corporation after January 1, 2014; prohibition.
Sec. 201a.

Notwithstanding section 201, a health care corporation shall not be formed in this state on
or after January 1, 2014.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1202 Articles of incorporation; contents; number; forms; examination and
certification by attorney general; fees.

Sec. 202.
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(1) Persons associating to form a health care corporation under this act shall subscribe to
articles of incorporation that shall contain all of the following:

(a) The names and addresses of the incorporators.

(b) The location of the principal office of the corporation for the transaction of business in
this state.

(c) The name by which the corporation shall be known and all assumed names under which
the corporation does business. The corporate name shall not include the words insurance,
casualty, surety, health and accident, mutual, or other words descriptive of the insurance or
surety business, and shall not be so similar to the name of an insurance or surety company
doing business in this or other states at the time of incorporation so as to tend, in the judgment
of the commissioner, to create confusion in identity with thatinsurance or surety company.

(d) The purposes of the corporation, which shall be:

(1) To provide health care benefits.

(11) To secure for all of the people of this,state who apply for a certificate th€ opportunity for
access to coverage for health care services at a fainand reasonableprice.

(ii1) To assure for nongroup and group subscribers reasonable access to, and reasonable cost
and quality of, health care services.

(iv) To achieve thé goals ofthe.corporation relative to access, quality, and cost of health
care services, as prescribed in section 504,

(v) To offer supplemental coverage'to all medicare enrollees as provided impart 4A.

(vi) If under contract to serve as fiscal intermediary for.the federal medicare program, to do
all of the following:

(A) Carry out its'contractual responsibilities-efficiently,including the timely processing and
paymentOf claims:

(B) Actively represent, insnegotiations with the federal government and with providers of
medical, hospital, and other health servicesifor which benefits are provided under the federal
medicare program, the interests 0f senior eitizens as they relate to cost and quality of, and
access to, health care services and administration of the program.

(vii) To engage in activity otherwise authorized by this act, within the purposes for which
corporations may be organized under this act.

(e) The term of existence of the corporation, which may be in perpetuity.

(f) The time for the holding of the annual meeting of the corporation.

(g) Other terms and conditions not inconsistent with this act, necessary for the conduct of
the affairs of the corporation.

(2) The articles shall be in triplicate and upon proper forms as prescribed by the
commissioner.

(3) Before the articles or amendments to the articles are effective for any purpose, they shall
be submitted to the attorney general for examination. If the attorney general finds the articles
or amendments to the articles to be in compliance with this act, the attorney general shall
certify this finding to the commissioner. The articles or amendments shall be effective at the
time certified by the attorney general.

(4) Each health care corporation shall pay a fee of $250.00 to the attorney general for the
examination of its articles of incorporation, or $100.00 for the examination of amendments to
the articles of incorporation. Each health care corporation shall pay a filing fee of $100.00 to
the commissioner for filing its articles of incorporation or $50.00 for the filing of amendments
to the articles of incorporation. The fees prescribed in this subsection shall be deposited in the
state treasury and credited to the general fund of the state.
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History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1988, Act 102, Imd. Eff. Apr. 11, 1988 ;-- Am. 1994, Act
40, Imd. Eff. Mar. 14, 1994

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1203 Amendment or restatement of articles; review; approval.
Sec. 203.

By action of its board of directors, a health care corporation may integrate into a single
instrument the provisions of its articles of incorporation which are then in effect and operative,
as theretofore amended. If the restated articles restate and integrate and also further amend the
articles, they shall also be adopted by the board of directors. Any amendment or restatement of
the articles shall be subject to review, approval, ombeth, as,provided in section.202(3) or 701,
as applicable.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1204 Filing of statements and doecuments; examination; investigation; additional
information; conditions; duties of commissioner.

Sec. 204.

(1) Before entering into contracts ot.securing applications, of subscribers, the persons
incorporating a‘health care corporation-shall file alliofithe following in the office of the
commissioner:

(a) Three copies 0f the articles of incorporation, with the certificate of the attorney general
required undér.section 202(3) attached.

(b) A statemient showing in'full'detail the plan upon which the corporation proposes to
transact business.

(c) A copy of all certificates to be issued to subscribers.

(d) A copy of the financial statements of the corporation.

(e) Proposed advertising to be used in the solicitation of certificates for subscribers.

() A copy of the bylaws.

(g) A copy of all proposed contracts and reimbursement methods.

(2) The commissioner shall examine the statements and documents filed under subsection
(1), may conduct any investigation that he or she considers necessary, may request additional
oral and written information from the incorporators, and may examine under oath any persons
interested in or connected with the proposed health care corporation. The commissioner shall
ascertain whether all of the following conditions are met:

(a) The solicitation of certificates will not work a fraud upon the persons solicited by the
corporation.

(b) The rates to be charged and the benefits to be provided are adequate, equitable, and not
excessive, as defined in section 609.

(c) The amount of money actually available for working capital is sufficient to carry all
acquisition costs and operating expenses for a reasonable period of time from the date of
issuance of the certificate of authority, and is not less than $500,000.00 or a greater amount, if
the commissioner considers it necessary.
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(d) The amounts contributed as the working capital of the corporation are payable only out
of amounts in excess of minimum required reserves of the corporation.

(e) Adequate and unimpaired surplus is provided, as determined under section 204a.

(3) If the commissioner finds that the conditions prescribed in subsection (2) are met, the
commissioner shall do all of the following:

(a) Return to the incorporators 1 copy of the articles of incorporation, certified for filing
with the director of the department of consumer and industry services or of any other agency
or department authorized by law to administer the business corporation act, 1972 PA 284,
MCL 450.1101 to 450.2098, or his or her designated representative, and 1 copy of the articles
of incorporation certified for the records of the corporation itself.

(b) Retain 1 copy of the articles of incorporation for the commissioner's office files.

(c) Deliver to the corporation a certificate of authority to commence business and to issue
certificates that have been approved by the commissioner,or that are exempted-ftom prior
approval pursuant to section 607(2) or (8),entitling subscribers to certainshealth care benefits.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 2003, Act 59, Eff. July-23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1204a Unimpaired:surplus.
Sec. 204a.

(1) A health care corporation shall possess and maintain unimpaired-surplus in an amount
determined adequate, by the commissioner to comply with section 403 of the insurance code of
1956, 1956 PA 218, MCL:500:403. The commissiofier shall follow the risk-based capital
requirements as developed by 'the national agSociation of insurance commissioners in order to
determine whether @ health care corporation isin adequate compliance with section 403 of the
insurance code-0fi1956, 1956 PA 218, MCL 500.403.

(2) If a health care corporation-files a risk-based capital report that indicates that its surplus
is less than the amount determined adequate by the commissioner under subsection (1), the
health care corporation shall prepare and submit a plan for remedying the deficiency in
accordance with risk-based capital requirements adopted by the commissioner. Among the
remedies that a health care corporation may employ are planwide viability contributions to
surplus by subscribers.

(3) If contributions for planwide viability under subsection (2) are employed, those
contributions shall be made in accordance with the following:

(a) If the health care corporation's surplus is less than 200% but more than 150% of the
authorized control level under risk-based capital requirements, the maximum contribution rate
shall be 0.5% of the rate charged to subscribers for the benefits provided.

(b) If the health care corporation's surplus is 150% or less than the authorized control level
under risk-based capital requirements, the maximum contribution rate shall be 1% of the rate
charged to subscribers for the benefits provided.

(c) The actual contribution rate charged is subject to the commissioner's approval.

(4) As used in subsection (3), "authorized control level" means the number determined
under the risk-based capital formula in accordance with the instructions developed by the
national association of insurance commissioners and adopted by the commissioner.

(5) Subject to this subsection, a health care corporation shall not maintain surplus in an
amount that equals or is greater than 200% of the authorized control level under risk-based
capital requirements multiplied by 5. If a health care corporation files a risk-based capital
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report that indicates that its surplus is more than the allowable maximum surplus permitted
under this subsection for 2 successive calendar years, the health care corporation shall file a
plan for approval by the commissioner to adjust its surplus to a level below the allowable
maximum surplus. If the commissioner disapproves the health care corporation's plan, the
commissioner shall formulate an alternate plan and forward the alternate plan to the health
care corporation. The health care corporation shall begin implementation of the plan
immediately upon receipt of approval of its plan by the commissioner or upon receipt of the
commissioner's alternate plan.

History: Add. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1205 Repealed. 2003, Act 59, Eff. July 23, 2003.

Compiler's Notes: The repealed section pertained to accounting and-filing,practices of health/care
corporation.

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1205a Actuarial practicesand accounting principles; financial.report.
Sec. 205a.

A health ‘care ‘corporation shall repett.financial information'in conformity with sound
actuarial practices and statutory:accounting principles in'the same manner as designated by the
commissioner for othet carriers pursuantte,section 438(2) of the insurance code of 1956, 1956
PA 218, MCL.500.438. Approved pemmitted practices for the sole purpose of effectuating the
transfer to statutory accounting principles under this section may be used by a health care
corporation until January'l, 2007.

History: Add. 2003, Act 59, Eft. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1206 Funds, property, and business of health care corporation; investments;
insurance; prepaid health care benefits.

Sec. 206.

(1) The funds and property of a health care corporation shall be acquired, held, and disposed
of only for the lawful purposes of the corporation and for the benefit of the subscribers of the
corporation as a whole. A health care corporation shall only transact business, receive, collect,
and disburse money, and acquire, hold, protect, and convey property, that is properly within
the scope of the purposes of the corporation as specifically set forth in section 202(1)(d), for
the benefit of the subscribers of the corporation as a whole, and consistent with this act.

(2) The funds of a health care corporation shall be invested only in securities permitted by
the laws of this state for the investments of assets of life insurance companies, as described in
chapter 9 of the insurance code of 1956, 1956 PA 218, MCL 500.901 to 500.947.

(3) Without regard to the limitation in subsection (2), up to 2% of the assets of the health
care corporation may be invested in venture-type investments. For purposes of calculating
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adequate and unimpaired surplus under section 204a, a venture-type investment shall be
carried on the books of a health care corporation at the original acquisition cost, and losses
may only be realized as an offset against gains from venture-type investments. All venture-
type investments under this subsection shall provide employment or capital investment
primarily within this state. Each investment under this subsection is subject to prior approval
by the board of directors. As used in this subsection, "venture-type investments" include:

(a) Common stock, preferred stock, limited partnerships, or similar equity interests acquired
from the issuer subject to a provision barring resale without consent of the issuer for 5 years
from the date of acquisition by the corporation.

(b) Unsecured debt instruments that are either convertible into equity or have equity
acquisition rights. These debt instruments shall be subordinated by their terms to all
borrowings of the issuer from other institutional lenders and shall have no part amortized
during the first 5 years.

(4) A health care corporation shall not market or transact, as defined in-sections 402a and
402b of the insurance code of 1956, 1956 PA 218,,MCL 500.402a and 500.402b, any type of
insurance described in chapter 67f the insurance code of 1956, 1956 PA 218, MCL'500.600 to
500.644. This subsection shallnot be construed to prohibit-the provision of prepaid health care
benefits.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;--. Am:2003, Act 59, Eff. July 23,/2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1207 Powetrs of health care corpeoration; interests of senior citizens; validity of
corporate acts.

Sec. 207.

(1) A health.care corporationssubject'to any limitation provided in this act, in any other
statute of this state, or in its'artieles of incorporation, may do any or all of the following:

(a) Contract to provide eemputer services and other administrative consulting services to 1
or more providers or groups of providers, if the services are primarily designed to result in
cost savings to subscribers.

(b) Engage in experimental health care projects to explore more efficient and economical
means of implementing the corporation's programs, or the corporation's goals as prescribed in
section 504 and the purposes of this act, to develop incentives to promote alternative methods
and alternative providers, including nurse midwives, nurse anesthetists, and nurse
practitioners, for delivering health care, including preventive care and home health care.

(c) For the purpose of providing health care services to employees of this state, the United
States, or an agency, instrumentality, or political subdivision of this state or the United States,
or for the purpose of providing all or part of the costs of health care services to disabled, aged,
or needy persons, contract with this state, the United States, or an agency, instrumentality, or
political subdivision of this state or the United States.

(d) For the purpose of administering any publicly supported health benefit plan, accept and
administer funds, directly or indirectly, made available by a contract authorized under
subdivision (c), or made available by or received from any private entity.

(e) For the purpose of administering any publicly supported health benefit plan, subcontract
with any organization that has contracted with this state, the United States, or an agency,
instrumentality, or political subdivision of this state or the United States, for the administration
or furnishing of health services or any publicly supported health benefit plan.
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(f) Provide administrative services only and cost-plus arrangements for the federal medicare
program established by parts A and B of title XVIII of the social security act, chapter 531, 49
Stat. 620, 42 U.S.C. 1395c¢ to 13951, 1395i-2 to 1395i-5, 1395j to 1395t, 1395u to 1395w, and
1395w-2 to 1395w-4; for the federal medicaid program established under title XIX of the
social security act, chapter 531, 49 Stat. 620, 42 U.S.C. 1396 to 1396r-6, and 1396r-8 to
1396v; for title V of the social security act, chapter 531, 49 Stat. 620, 42 U.S.C. 701 to 704
and 705 to 710; for the program of medical and dental care established by the military medical
benefits amendments of 1966, Public Law 85-861, 80 Stat. 862; for the Detroit maternity and
infant care--preschool, school, and adolescent project; and for any other health benefit
program established under state or federal law.

(g) Provide administrative services only and cost-plus arrangements for any noninsured
health benefit plan, subject to the requirements of sections' 211 and 211a.

(h) Establish, own, and operate a health maintemance organization, subject tosthe
requirements of the insurance code of 1956, 1956 PA 218, MCL 500.100-to 500.8302.

(1) Guarantee loans for the educationt of personsswho are planningito enter or have entered a
profession that is licensed, certified, or registered under parts'161 to-182 of the public'health
code, 1978 PA 368, MCL 333.16101 to 333.18237, and has, been identified by the
commissioner, with the consultation of the office-of health and medieal\affairs in the
department of managemeiit and budget, as a profession whose practitieners are in insufficient
supply in this state or specified areas of this state and whoagree, as a condition of teeeiving a
guarantee of a loan, to work in/this, state, or an area“of this-state specified.in alisting of
shortage areas for the profession-issued by the commissioner, fora period of time determined
by the commissioner.

(j) Reegive donations to assist-er enable the corporation.to carry out its purposes, as
provided in this act.

(k) Bring an action-against an officer ot director of the corporation.

(1) Designate,and'maintain a regiStered-effice and a resident agent in that office upon whom
service of process may be made.

(m) Sue and be sued-inall,courts and participate in actions and proceedings, judicial,
administrative, arbitrative, or otherwise, in the same cases as natural persons.

(n) Have a corporate seal, alter the seal, and use it by causing the seal or a facsimile to be
affixed, impressed, or reproduced in any other manner.

(o) Subject to chapter 9 of the insurance code of 1956, 1956 PA 218, MCL 500.901 to
500.947, invest and reinvest its funds and, for investment purposes only, purchase, take,
receive, subscribe for, or otherwise acquire, own, hold, vote, employ, sell, lend, lease,
exchange, transfer, or otherwise dispose of, mortgage, pledge, use, and otherwise deal in and
with, bonds and other obligations, shares, or other securities or interests issued by entities
other than domestic, foreign, or alien insurers, as defined in sections 106 and 110 of the
insurance code of 1956, 1956 PA 218, MCL 500.106 and 500.110, whether engaged in a
similar or different business, or governmental or other activity, including banking corporations
or trust companies. However, a health care corporation may purchase, take, receive, subscribe
for, or otherwise acquire, own, hold, vote, employ, sell, lend, lease, exchange, transfer, or
otherwise dispose of bonds or other obligations, shares, or other securities or interests issued
by a domestic, foreign, or alien insurer, so long as the activity meets all of the following:

(1) Is determined by the attorney general to be lawful under section 202.

(i1) Is approved in writing by the commissioner as being in the best interests of the health
care corporation and its subscribers.
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(ii1) For an activity that occurred before the effective date of the amendatory act that added
subparagraph (iv), will not result in the health care corporation owning or controlling 10% or
more of the voting securities of the insurer or will not otherwise result in the health care
corporation having control of the insurer, either before or after the effective date of the
amendatory act that added subparagraph (iv). As used in this subparagraph and subparagraph
(iv), "control" means that term as defined in section 115 of the insurance code of 1956, 1956
PA 218, MCL 500.115.

(iv) Subject to section 218 and beginning on the effective date of the amendatory act that
added this subparagraph, will not result in the health care corporation owning or controlling
part or all of the insurer unless the transaction satisfies chapter 13 of the insurance code of
1956, 1956 PA 218, MCL 500.1301 to 500.1379, and the insurer being acquired is only
authorized to sell disability insurance as defined under.section 606 of the insurance code of
1956, 1956 PA 218, MCL 500.606, or under a statute,or régulation in the insurer's domiciliary
jurisdiction that is substantially similar to section 606 of the insurance code of 1956, 1956 PA
218, MCL 500.606.

(p) Purchase, receive, take by @rant, gift, devise, bequest or otherwise, lease, ondtherwise
acquire, own, hold, improve, employ, use and otherwisedeal in and with,.real of personal
property, or an interest therein; wherever situateds

(q) Sell, convey, lease,/exchange, transfer or otherwise dispose of; er mortgage or pledge, or
create a security interest in, any of its‘property, or an interestitherein, wherever situated.

(r) Borrow money and issueyits promissory noteot bond for the repayment.of the borrowed
money with interest.

(s) Make donations for.the public welfare, includingshospital, charitable, or educational
contributions that de not significantlylaffect rates:charged.to subscribers.

(t) Participate with others.in any joint venture with respect to any transaction that the health
care corporation would have the power.to conduct by itself.

(u) Cease itsractivities and dissolve, subject to the commissioner's authority under section
606(2).

(v) Make contractsgtransactbusiness, carry on its operations, have offices, and exercise the
powers granted by this.act in any jurisdiction, to the extent necessary to carry out its purposes
under this act.

(w) Have and exercise all powers necessary or convenient to effect any purpose for which
the corporation was formed.

(x) Notwithstanding subdivision (0) or any other provision of this act, establish, own, and
operate a domestic stock insurance company only for the purpose of acquiring, owning, and
operating the state accident fund pursuant to chapter 51 of the insurance code of 1956, 1956
PA 218, MCL 500.5100 to 500.5114, so long as all of the following are met:

(1) For insurance products and services the insurer whether directly or indirectly only
transacts worker's compensation insurance and employer's liability insurance, transacts
disability insurance limited to replacement of loss of earnings, and acts as an administrative
services organization for an approved self-insured worker's compensation plan or a disability
insurance plan limited to replacement of loss of earnings and does not transact any other type
of insurance notwithstanding the authorization in chapter 51 of the insurance code of 1956,
1956 PA 218, MCL 500.5100 to 500.5114. This subparagraph does not preclude the insurer
from providing either directly or indirectly noninsurance products and services as otherwise
provided by law.

(i1) The activity is determined by the attorney general to be lawful under section 202.
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(ii1) The health care corporation does not directly or indirectly subsidize the use of any
provider or subscriber information, loss data, contract, agreement, reimbursement mechanism
or arrangement, computer system, or health care provider discount to the insurer.

(iv) Members of the board of directors, employees, and officers of the health care
corporation are not, directly or indirectly, employed by the insurer unless the health care
corporation is fairly and reasonably compensated for the services rendered to the insurer if
those services were paid for by the health care corporation.

(v) Health care corporation and subscriber funds are used only for the acquisition from the
state of Michigan of the assets and liabilities of the state accident fund.

(vi) Health care corporation and subscriber funds are not used to operate or subsidize in any
way the insurer including the use of such funds to subsidize contracts for goods and services.
This subparagraph does not prohibit joint undertakings.between the health care corporation
and the insurer to take advantage of economies of seale oriarm's=length loans ox other financial
transactions between the health care corporation and the insurer.

(2) In order to ascertain the interests’of senior citizens regarding-the provision of medicare
supplemental coverage, as described in section202(1)(d)(v), and to.ascertain the interests of
senior citizens regarding the administration of the federal.imedicare program when acting as
fiscal intermediary in this state, as described in_section 202(1)(d)(vi)sashealthcare corporation
shall consult with the offic¢e of services to.the-aging and with senior Citizens' organizations in
this state.

(3) An act of a health care cotporation, otherwiselawful, is-not invalid because the
corporation was without-¢apacity or power to"do the act. Howeyer, the lack of capacity or
power may be asserted:

(a) In-an action by a director er,a member of the corporate body against the corporation to
enjoin the'doing of an,act.

(b) In an action by-or in the right ofithe corporation to procure a judgment in its favor
against an incumbent.or former officer or'director of the corporation for loss or damage due to
an unauthorized act of that officer or-director.

(c) In an action or special proceeding by the attorney general to enjoin the corporation from
the transacting of unauthorized business, to set aside an unauthorized transaction, or to obtain
other equitable relief.

(4) A health care corporation shall not condition the sale or vary the terms or conditions of
any product sold by the corporation or by a subsidiary of the corporation by requiring the
purchase of any other product from the corporation or from a subsidiary of the corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1989, Act 260, Imd. Eff. Dec. 26, 1989 ;-- Am. 1993,
Act 127, Imd. Eff. July 21, 1993 ;-- Am. 1993, Act 201, Imd. Eff. Oct. 19, 1993 ;-- Am. 1999, Act 210,
Imd. Eff. Dec. 21, 1999 ;-- Am. 2003, Act 59, Eff. July 23, 2003

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1208 Action by member; complaint.
Sec. 208.

(1) An action may be brought in the right of a health care corporation to procure a judgment
in its favor, by a member of the corporate body.
(2) In such an action, the complaint shall allege:
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(a) That the plaintiff is a member of the corporate body at the time of bringing the action,
and that he or she was a member of the corporate body at the time of the transaction of which
he or she complains.

(b) With particularity, the effort of the plaintiff to secure the initiation of the action by the
board or the reasons for not making the effort.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1209 Action by member; discontinuance, compromise, or settlement; notice; expense.
Sec. 209.

An action authorized by section 208 shall not'be discontinued, compromiséd, or settled
without approval by the court having jurisdiction of the action. If the court,determines that the
interest of the members of the corporate body or of any component thereof will be
substantially affected by thediscontinuance; compromises-or settlement, the cotirt may direct
that notice, by publicatien or otherwise, be given to-the:members of the ¢otporate body or any
component thereof, whose interests it determingés will be so affected. If notice is so directed to
be given, the court may.determine whieh 1, of more of the parties to-the action shall bear the
expense of giving the notice, in an amount which the.eourt détermines and,finds reasonable
under the circumstances: Thesamount of this expense shall be awarded. as'special costs of the
action and shall be recoverable in the sameymanner as statutoryitaxable'costs.

History:.1980sAct 350, Eff. Apr. 3,.1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1210 Action by member; reasonable expenses; attorney's fees.
Sec. 210.

(1) If an action brought in the right of the corporation is successful, in whole or in part, or if
anything is received by the plaintiff or a claimant as a result of a judgment, compromise, or
settlement of an action or claim, the court may award the plaintiff or claimant reasonable
expenses, including reasonable attorney's fees, and shall direct him or her to account to the
corporation for the remainder of the proceeds so received by him or her. This section does not
apply to a judgment rendered for the benefit of an injured corporate body member only and
limited to a recovery of the loss or damage sustained by him or her.

(2) In an action brought in the right of the corporation by a member of the corporate body,
the court having jurisdiction, upon final judgment and finding that the action was brought
without reasonable cause, may require the plaintiff to pay to the parties named as defendants
the reasonable expenses, including fees of attorneys, incurred by them in the defense of the
action.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1211 Administrative services only and cost-plus arrangements; service contracts;
fees; administrative costs; marketing policy; notice; coverage, rights, and obligations
under collective bargaining agreement; liability of individual; report; “noninsured
benefit plan” defined.

Sec. 211.

(1) Pursuant to section 207(1)(g), a health care corporation may enter into service contracts
containing an administrative services only or cost-plus arrangement. Except as otherwise
provided in this section, a corporation shall not enter into a service contract containing an
administrative services only or cost-plus arrangement for a noninsured benefit plan covering a
group of less than 500 individuals, except that a health care corporation may continue an
administrative services only or cost-plus arrangement with a group of less than 500, which
arrangement is in existence in September of 1980sAscorporation may enter into,contracts
containing an administrative services only or'cost-plus arrangement for a-noninisured benefit
plan covering a group of less than 500+ndividuals,if €ither the corperation makes
arrangements for excess loss coverage or the sponsor of the plan that'covers the individuals is
liable for the plan's liabilitiés and'is a sponsor of 1 or more. plans covering a group of 500 or
more individuals in the aggregate. The commissiener, upon obtaining-the advice of the
corporations subject to this act, shall establish'the standards for the manner and amount of the
excess loss coverage required by this subsection. It is the-intent of the legislature that-the
excess loss coverage requirements be,uniform as betwéen corporations,subject.to this act and
other persons authorized-to provide similar services. The corporation shall’offer in connection
with a noninsured-benefit plan a program of specific or-aggrégate excess loss coverage.

(2) Relativeto actual administrative costs, fees for-administrative services only and cost-
plus arrangements shall be set in.a'manner that precludes cost transfers between subscribers
subject to either of these arrangements andiother subscribers of the health care corporation.
Administratiye«costs_for these artangements shall be determined in accordance with the
administrative costs allocation methodology and definitions filed and approved under part 6,
and shall be expressed-elearly‘and accurately in the contracts establishing the arrangements, as
a percentage of costs rather than charges. This subsection shall not be construed to prohibit the
inclusion, in fees charged, of contributions to adequate and unimpaired surplus as provided in
section 204a.

(3) Before a health care corporation may enter into contracts containing administrative
services only or cost-plus arrangements pursuant to section 207(1)(g), the board of directors of
the corporation shall approve a marketing policy for these arrangements that is consistent with
this section. The marketing policy may contain other provisions as the 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 containing an administrative services
only or cost-plus arrangement 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 of what services are being
provided; the fact that individuals are not insured or are not covered by a certificate from the
corporation, or are only partially insured or are only partially covered by a certificate from the
corporation, as the case may be; which party is liable for payment of benefits; and of future
changes in benefits.

(5) A service contract containing an administrative services only arrangement between a
corporation and a governmental entity not subject to the employee retirement income security
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act of 1974, Public Law 93-406, 88 Stat. 829, whose plan provides coverage under a collective
bargaining agreement utilizing a policy or certificate issued by a carrier before the signing of
the service contract, is void unless the governmental entity has provided the notice described
in subsection (4) to the collective bargaining agent and to the members of the collective
bargaining unit not less than 30 days before signing the service contract. The voiding of a
service contract under this subsection shall not relieve the governmental entity of any
obligations to the corporation under the service contract.

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

(7) An individual covered under a noninsured benefit plan for which services are provided
under a service contract authorized under subsection (1) is'not liable for that portion of claims
incurred and subject to payment under the plan if the serviee contract is entered,into\between
an employer and a corporation, unless thatportion of the claim has been paid directly to the
covered individual.

(8) A corporation shall report With ‘its annual statement the-amount of business it'has
conducted as services provided under subsection (1) that.are performed in.conné€ction with a
noninsured benefit plan, and the eommissioner shall transmit annually“this information to the
state treasurer. The commiissioner shall submit to the legislature on April 1, 1994, a report
detailing the impact of this section on‘employers and covered individuals; and-similar
activities under other provisions of law, and in consultation with the state treasurer the total
financial impact on the state forthe preceding legislative bienniwm.

(9) As used in this seetion, "noninsured benefit plan'-or-"plan' means a health benefit plan
without.coverage by a health care,corporation, healthsmaintenance organization, or insurer or
the portion of a health benefit plan’ without coverage by a health care corporation, health
maintenance organization, or insurer thathias a specific or aggregate excess loss coverage.

History: 19805 Act 350; Eff. Apr. 351981 --Am. 1984, Act 181, Imd. Eff. July 3, 1984 ;-- Am. 1993, Act
127, Imd. Eff. July 21, 1993 _;-4Am. 2003, Act 59, Eff. July 23, 2003

Constitutionality: Thisact,is unconstitutional in the following three particulars:(1) The act's provision for
an actuary panel to resolve-tisk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).(2) The statutory restrictions on administrative
services only (ASO) contracts violate equal protection of the laws insofar as they result in arbitrary and
discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3),
550.1211, 550.1414a, 550.1415, and 550.1607(1)).(3) The commissioner's authority to issue a cease and
desist order based on probable cause against a health care corporation for noncompliance with the act
establishes an improper burden of proof (MCL 550.1402(7)).The Supreme Court ruling on these three
areas of this act does not affect the constitutionality of the remainder of the act. Where, as here, the
unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross
and Blue Shield of Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1211a Definitions; prohibited acts by corporation; processing claims for benefits on
timely basis; claim form; notice to covered individuals; notice to corporation of
complaint and proceedings contemplated; hearing; findings; order; violation of order;
penalty; action and award of actual monetary damages; review; stay of enforcement.

Sec. 211a.

(1) As used in this section:
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(a) "Noninsured benefit plan" means a health benefit plan without coverage by a health care
corporation, health maintenance organization, or insurer or the portion of a health benefit plan
without coverage by a health care corporation, health maintenance organization, or insurer that
has a specific or aggregate excess loss coverage.

(b) "Process a claim" means the services performed in connection with a claim for benefits
including the disbursement of benefit amounts.

(2) A health care corporation providing services under section 211 shall not do any of the
following:

(a) Misrepresent pertinent facts relating to coverage.

(b) Fail to acknowledge promptly or to act reasonably and promptly upon communications
with respect to a claim for benefits.

(c) Fail to adopt and implement reasonable standards, for the prompt investigation of a claim
for benefits.

(d) Refuse to process claims without condiicting a reasonable investigation based upon the
available information.

(e) Fail to communicate affirmation or denial of coverage of a claim for benefits‘within a
reasonable time after a claim has been received.

(f) Fail to attemptiin good faith.to promptly, fairly, and €quitably processia‘¢laim for
benefits.

(g) Knowingly compel covered individualsto institute-litigation to recoveramounts due
under a benefit plan or certificate by offering substarntially-less than the amounts due.

(h) For the purpose of‘coercing a covered ifidividual to accept-a’settlement or compromise
in a claim, inform-the covered individual of\a‘eorporation.policy, of appealing administrative
hearing.décisions that are in faver,of ¢overed individuals.

(1) Delay the investigation, or processing of-a claim by requiring a covered individual, or the
provider of servicesto the covered individnal, to submit a preliminary claim and then
requiring subsequent.submission of a\formal claim, seeking solely the duplication of a
verification.

(j) Fail to promptly,provide a reasonable explanation of the basis for denial or partial denial
of a claim for benefits:

(k) Fail to promptly process a claim where liability has become reasonably clear under 1
portion of a benefit plan or certificate in order to influence a settlement under another portion
of the benefit plan or certificate.

(1) Refuse to enter into a service contract, or refuse to provide services under a service
contract because of race, color, creed, marital status, sex, national origin, residence, age,
disability, or lawful occupation.

(3) A corporation providing services under section 211 in connection with a noninsured
benefit plan shall not, in order to induce a person to contract or to continue to contract with the
corporation for the provision of services under a service contract or certificate offered by the
corporation; to induce a person to lapse, forfeit, or surrender a certificate or service contract
issued by the corporation; or to induce a person to secure or terminate coverage with an
insurer, health care corporation, health maintenance organization, or other person, directly or
indirectly, do any of the following:

(a) Issue or deliver to the person money or any other valuable consideration.

(b) Offer to make or make an agreement relating to a service contract or certificate other
than as plainly expressed in the service contract or certificate.

(c) Offer to give or pay, or give or pay, directly or indirectly, a rebate or adjustment of the
rate payable on the service contract or certificate, or an advantage in the services thereunder,
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except as reflected in the rate and expressly provided in the service contract or certificate.
Readjustment of the rate for services provided under the service contract or certificate may be
made at the end of a contract or certificate year or contract or certificate period and may be
made retroactive.

(d) Make, issue, or circulate, or cause to be made, issued, or circulated, an estimate,
illustration, circular, or statement misrepresenting the terms of a service contract or certificate,
the advantages provided thereunder, or the true nature thereof.

(e) Make a misrepresentation or incomplete comparison, whether oral or written, between
service contracts or certificates of the corporation or between service contracts or certificates
of the corporation and an insurer, hospital service corporation, health maintenance
organization, or other person.

(4) A corporation providing services under section 211 11 connection with a noninsured
benefit plan shall process claims for benefits on astimely basis. If not paid on a-tithely basis,
benefits payable to a covered individual shall bear simple interest from a-date 60'days after a
satisfactory claim form was received.by the corporation, at a rate of+12%,interest per annum.
The interest shall be paid by the fioninsured benefit plan in addition.to, and at the time,of
payment of, the claim.

(5) A corporation providingsservices under seetion 211 1h connection,with & noninsured
benefit plan shall specify/in writing the matérials that constitute a satisfactory claim form not
later than 30 days after receipt of a claim, unless the claimyisisettled within 30-days. I a claim
form is not supplied as to the entire claim, the.amount supported by the claim.form shall be
considered to be paid on-a timely basis if paid within 60 days after teceipt of the claim form
by the corporation:

(6) A.eorporation-providing seryices under section-2 11 ‘in.connection with a noninsured
benefit plan shall provide innits service contract a provision that the person contracting for the
services in connection with'a noninsuredbenefit plan shall notify each covered individual as to
what services-are being provided; the fact-that individuals are not insured or are not covered
by a certificate from the corporations or are only partially insured or are only partially covered
by a certificate from theiCorporation, as the case may be; which party is liable for payment of
benefits; and of future'changes in benefits.

(7) If the commissioner has probable cause to believe that a corporation is violating, or has
violated subsection (2), indicating a persistent tendency to engage in conduct prohibited by
that subsection, or has probable cause to believe that a corporation is violating, or has violated
any other subsection of this section, he or she shall give written notice to the corporation,
pursuant to the administrative procedures act, setting forth the general nature of the complaint
against the corporation and the proceedings contemplated under this section. Before the
issuance of a notice of hearing, the staff of the insurance bureau responsible for the matters
that would be at issue in the hearing shall give the corporation an opportunity to confer and
discuss the possible complaint and proceedings in person with the commissioner or a
representative of the commissioner, and the matter may be disposed of summarily upon
agreement of the parties. This subsection shall not be construed to diminish the right of a
person to bring an action for damages under this section.

(8) A hearing held pursuant to subsection (7) shall be held pursuant to the administrative
procedures act. If, after the hearing, the commissioner determines that the corporation is
violating, or has violated subsection (2), indicating a persistent tendency to engage in conduct
prohibited by that subsection, or has violated or is violating any other subsection of this
section, the commissioner shall reduce his or her findings and decision to writing, and shall
issue and cause to be served upon the corporation a copy of the findings and an order requiring
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the corporation to cease and desist from engaging in the prohibited activity. In addition to a
cease and desist order, the commissioner may order any of the following:

(a) Payment of a monetary penalty of not more than $500.00 for each violation but not to
exceed an aggregate penalty of $5,000.00, unless the corporation knew or reasonably should
have known it was in violation of this section, in which case the penalty shall not be more than
$2,500.00 for each violation and shall not exceed an aggregate penalty of $25,000.00 for all
violations committed in a 6-month period.

(b) Suspension or revocation of the corporation's license or certificate of authority if the
corporation knowingly and persistently violated this section.

(c) Refund of any overcharges.

(9) A corporation that violates a cease and desist order of the commissioner issued under
subsection (8), after notice and an opportunity for a hearing, and upon order of the
commissioner, may be subject to a civil fine of net'more than $10,000.00 for each violation.

(10) In addition to other remedies provided by law, an aggrieved covered individual may
bring an action for actual monetary damages sustainéd as a result of'a violation of this section.
If successful on the merits, the covered individual shall be awarded.actual monetary damages
or $200.00, whichever is greater. If the corporation shows.by a‘preponderance of the evidence
that a violation of this sectionsresulted from a bona fide erfor notwithstanding'the maintenance
of procedures reasonablyadapted to avoid the'etror, the amount of reeovery shall be limited to
actual monetary damages.

(11) The filing of a petition for review does notstay enforcement of-action.pursuant to this
section, but the commissioner may grant, or the appropriate court/may order, a stay upon
appropriate termss:

(12) Fhe commissioner may at-any/fime, by ordersafter.notice and opportunity for hearing,
reopen and alter, modify, er'set aside, in whole or in\part, an order issued by him or her under
this section, when in-his or her opinion.coniditions of fact or of law have so changed as to
require that aetion or.if the public interest-shall so require.

History: Add. 1993, Act 127, Iimd. ‘Eff: July 21, 1993 ;-- Am. 1998, Act 24, Imd. Eff. Mar. 12, 1998
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1212 Action without notice or lapse of time periods; waiver; attorney-in-fact.
Sec. 212.

When, under this act or the articles of incorporation or bylaws of a health care corporation
or by the terms of an agreement or instrument, a health care corporation or the board of
directors of the health care corporation or any committee of the board may take action after
notice to any person or after lapse of a prescribed period of time, the action may be taken
without notice and without lapse of the period of time, if at any time before or after the action
is completed the person entitled to notice or to participate in the action to be taken or, in case
of a subscriber, by his or her attorney-in-fact, submits a signed waiver of those requirements.
The attorney-in-fact may not be employed by, or receive substantial income from, the health
care corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1213 Indemnification.
Sec. 213.

(1) A health care corporation may indemnify any person who was or is a party to, or is
threatened to be made a party to, any threatened, pending, or completed action, suit, or
proceeding, whether civil, criminal, administrative, or investigative, other than an action by or
in the right of the health care corporation, by reason of the fact that he or she is or was a
director, member of the corporate body, officer, employee, or agent of the health care
corporation, or is or was serving at the request of the health care corporation as a director,
officer, employee, or agent of another corporation, partnership, joint venture, trust, or other
enterprise. This indemnification shall be against expenses, including attorneys' fees,
judgments, fines, and amounts paid in settlement, actually'and reasonably incurred by him or
her in connection with the action, suit, or proceeding, if he.or she acted in good.faith and in a
manner which he or she reasonably believedito be in, or not opposed to, the beStinterests of
the health care corporation, or its subsefibers as awhole, and, with-respect to any criminal
action or proceeding, had no reasonable cause to believe his or her.conduct was unlawful. The
termination of any action, suity or proceeding by judgment, order, settlement; Conviction, or
upon a plea of nolo ¢ontendere o its equivalent,shall not;0of itself, create a,presumption that
the person did not act in good faith and in a/manner which he or she reasonably believed to be
in or not opposed to the'best interests 0t the health care corporation, or itsssubscribers as a
whole, and, with respect to any‘criminal action or proceeding, had reasonable cause to believe
that his or her conduct was unlawful.

(2) A health care~corporation may indémnify any person-who was or is a party to, or is
threatened to'be made a party tosany threatened, pending; or completed action or suit by or in
the right of the health care,corporation to procure a judgment in its favor, by reason of the fact
that he or she is or was a director, memberof the corporate body, officer, employee, or agent
of the health care corporation, ofiisOr was-serving at the request of the health care corporation
as a director, ¢fficer, employee; ot agent of another corporation, partnership, joint venture,
trust, or other enterprise, This indemnification shall be against expenses, including attorneys'
fees, actually and reasenably incurred by him or her in connection with the defense or
settlement of the action or suit, if he or she acted in good faith and in a manner he or she
reasonably believed to be in or not opposed to the best interests of the health care corporation,
or its subscribers as a whole. However, indemnification shall not be made with respect to any
claim, issue, or matter as to which the person has been adjudged to be liable for negligence or
misconduct in the performance of his or her duty to the health care corporation unless, and
only to the extent that, the court in which the action or suit was brought determines upon
application that, despite the adjudication of liability, but in view of all circumstances of the
case, the person is fairly and reasonably entitled to indemnity for those expenses which the
court considers proper.

(3) To the extent that a director, member of the corporate body, officer, employee, or agent
of a health care corporation has been successful on the merits or otherwise in defense of any
action, suit, or proceeding referred to in subsection (1) or (2), or in defense of any claim, issue,
or matter therein, he or she shall be indemnified against expenses, including attorneys' fees,
actually and reasonably incurred by him or her in connection therewith.

(4) Any indemnification under subsection (1) or (2), unless ordered by a court, shall be
made by the health care corporation only as authorized in the specific case, upon a
determination that indemnification of the director, member of the corporate body, officer,
employee, or agent is proper in the circumstances because he or she has met the applicable
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standard of conduct set forth in subsections (1) and (2). The determination shall be made in
any of the following ways:

(a) By the board by a majority vote of a quorum consisting of directors who were not parties
to the action, suit, or proceeding.

(b) If such a quorum is not obtainable, by independent legal counsel in a written opinion.

(5) Expenses incurred in defending a civil or criminal action, suit, or proceeding described
in subsection (1) or (2) may be paid by the health care corporation in advance of the final
disposition of the action, suit, or proceeding, as authorized in the manner provided in
subsection (4), upon receipt of an undertaking by or on behalf of the director, member of the
corporate body, officer, employee, or agent to repay that amount, unless it is ultimately
determined that he or she is entitled to be indemnified by the eorporation.

(6) A provision made to indemnify directors, members of the corporate body, or officers in
any action, suit, or proceeding referred to in subseetion (1).0r (2), whether contained in the
articles of incorporation, the bylaws, a resolution of the directors, an agreement, or otherwise,
shall be invalid only insofar as it is in ¢onflict withsstibsections (1)te (5),and this subsection.
Nothing contained in subsections (1) to (5) and this subsection shall.affect any rights to
indemnification to which persens other than directors and.efficers may be.entitled by contract
or otherwise by law./The indemnification provided in subsections (1)toe (5)and this subsection
continues as to a person who has ceased to be‘a director, member of the corporate body,
officer, employee, or agent, and shall inure\tothe benefit-of the heirs, exeeutors, and
administrators of that person.

(7) A health care corperation may purchase and maintain insurance/on behalf of any person
who is or was a director,.officer, employee, or-agent of:the-corporation, or is or was serving at
the request of the health care corporation as a director, officer, employee, or agent of another
corporation, partnership, joint venture, trust, or other enterprise against any liability asserted
against him or her and incurred by him.or her in that capacity, or arising out of his or her status
as described imthis subsection, whether, ornot the health care corporation would have power
to indemnify him or her against this-liability under subsections (1) to (6).

(8) For the purposes-of'subsections (1) to (7), references to a health care corporation include
all constituent corporations absorbed in a consolidation or merger and the resulting or
surviving corporation, so that a person who is or was a director, officer, employee, or agent of
a constituent corporation or is or was serving at the request of such a constituent corporation
as a director, officer, employee, or agent of another corporation, partnership, joint venture,
trust, or other enterprise shall stand in the same position under the provisions of this section
with respect to the resulting or surviving corporation as he or she would if he or she had
served the resulting or surviving corporation in the same capacity.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1214 Rate of interest.
Sec. 214.

A health care corporation may by agreement in writing, and not otherwise, agree to pay a
rate of interest in excess of the legal rate, and in that case, the defense of usury is prohibited.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1215 Health care corporation as shareholder in other nonprofit corporation; rights,
powers, privileges, and liabilities.

Sec. 215.

When a health care corporation, consistent with the purposes of the corporation prescribed
in this act, is a shareholder in any other nonprofit corporation, its president and other officers
or any of its directors may hold the office of director of the other nonprofit corporation the
same as if they were individual shareholders in the other nonprofit corporation. The health
care corporation, being a shareholder in the other nonprofit corporation, shall possess and
exercise all the rights, powers, privileges, and liabilities of individual shareholders.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1216, 550.1217 Repealed. 2002, Act 559, Imd. Eff.-Sept. 27, 2002.

Compiler's Notes: The repealed sections pertainedito,merger, consolidation, or dissolution of corporation.
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1218 Health eare corporation; prohibited actions.
Sec. 218.

A health care corperation shall not do any of the following:

(a) Take any-action to change itsmonprofit status.

(b) Except as otherwise provided in section 220, dissolve, merge, consolidate, mutualize, or
take any other action thatiresults in a change in direct or indirect control of the health care
corporation or sell, transfer, lease, exchange, option, or convey assets that results in a change
in direct or indirect control of the health care corporation.

History: Add. 2002, Act 559, Imd. Eff. Sept. 27, 2002 ;-- Am. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1219 Provisions superseded.
Sec. 219.

A nonprofit health care corporation is subject to chapter 37 of the insurance code of 1956,
1956 PA 218, MCL 500.3701 to 500.3723. To the extent that a provision of this act concerning
health coverage, including, but not limited to, premiums, rates, filings, and coverages,
conflicts with chapter 37 of the insurance code of 1956, 1956 PA 218, MCL 500.3701 to
500.3723, chapter 37 of the insurance code of 1956, 1956 PA 218, MCL 500.3701 to
500.3723, supersedes this act.

History: Add. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1220 Merger of health care corporation with nonprofit mutual disability insurer.
Sec. 220.

(1) Notwithstanding any provision of this act to the contrary, a health care corporation may
establish, own, operate, and merge with a nonprofit mutual disability insurer formed under
chapter 58 of the insurance code of 1956, 1956 PA 218, MCL 500.5800 to 500.5840. The
surviving entity of a merger described in this subsection is the nonprofit mutual disability
insurer. A merger described in this subsection is exempt from the application of sections 1311
to 1319 of the insurance code of 1956, 1956 PA 218, MCL 500.1311 to 500.1319.

(2) The merger of a health care corporation with a nonprofit mutual disability insurer is
effective upon completion of both of the following:

(a) The adoption of a plan of merger by the majority of the boards of directors '0f both the
health care corporation and the nonprofit mutual disability insurer. The health€are corporation
shall include in the plan of merger thatbeginning inApril of the first full calendar year after
the adoption of the plan of merger the surviving entity of a merger.described in subsection (1)
shall use its best efforts to make annual social mission céntributions in an aggregate amount of
up to $1,560,000,000:00 over.a period of up to_18 yearsibeginning inApril ofthe first full
calendar year after the adeption of the plan of'merger to a nonprofit corporation created under
part 6A. If adopted, the'boards of directorsishall submit the plan of merger to-the
commissioner for his or her consideration as provided in‘subdivision (b)./A\nonprofit mutual
disability insurer is considéred to'be making its best effort under.this subdivision if it makes
the annual social mission_ contribution.to'a nonprofit corporation created in part 6A when the
nonprofitthutual disability insuret's surplus is at least,375% of the authorized control level
under risk-based capital requirements.

(b) The approval ef the,plan of mergerby'the commissioner. The commissioner shall make
a determination, to approve or disapprove-a-plan of merger within 90 days of receipt of the
plan, and the ¢ommissioner, shall not-tinreasonably withhold approval of a plan of merger
submitted under subdivision (a).

(3) Notwithstanding.any other provision of this act to the contrary, the directors of a health
care corporation may serve as incorporators of the corporate body of, directors of, or officers
of the nonprofit mutual disability insurer formed through a merger described in subsection (1).

(4) A merger described in subsection (1) is the dissolution of the health care corporation,
and the surviving nonprofit mutual disability insurer assumes the performance of all contracts
and policies of the merged health care corporation that exist on the date of the merger,
including the participating hospital agreement, and its definition of certificate which excludes
as covered services benefits provided pursuant to automobile no-fault or worker's
compensation coverage, and all related contract obligations that result from orders relating to
hospital provider class plans that are issued by the commissioner after July 1, 2012. However,
the officers of a health care corporation may perform any act or acts necessary to close the
affairs of the merged health care corporation after the date of the merger.

(5) Notwithstanding anything in this act to the contrary, if the merger of a health care
corporation and a nonprofit mutual disability insurer becomes effective as described in
subsection (2), the property of the health care corporation is subject to the collection of general
ad valorem taxes and applicable specific taxes under the general property tax act, 1893 PA
206, MCL 211.1 to 211.155, beginning December 31, 2013. As provided in section 201, the
property of a health care corporation is exempt from taxation before December 31, 2013. This
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act does not confer an exemption from taxation on a nonprofit mutual disability insurer that
merges with a health care corporation.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part 3

550.1301 Board of directors; powers and duties generally; appointment, qualifications,
and terms of members; vacancy; officer or employee as voting or nonvoting director;
method of selection; definitions; prohibition.

Sec. 301.

(1) The property and lawful business of.a health care corporation existing and authorized to
do business under this act shall be held and managed by a board of directors to consist of not
more than 35 members. The boatd shall exercise the powers and authority necessary to carry
out the lawful purposes of the eorporation, as limited by'this act and the articles of
incorporation and the bylaws:of the corporations

(2) Four voting membeérs 'of the board shall-be reépresentatives of the-public appointed by the
governor by and with the advice and ¢onsent of the senat€; Two of those members shall be
retired individuals 62 years of age ‘or older. The term of office of each-representative of the
public shall be 2 years, and until-a successor/is appointed and qualified. If a vacancy occurs
before the conclusion ofia 2-year termy;the appointment ofa representative to complete the
term shall be' made-in the same mannér.as the original,appointment.

(3) The'board of directorsishall-consist of not mere than 25% provider directors. In addition
to physician and hospital provider diréctors; not less than 1 provider director shall be a
registered proféssional nurse who shall'be-representative of licensees under part 172 of the
public health code, Act No..368 of the Public Acts of 1978, as amended, being sections
333.17201 to 333.17242,0f the'Michigan Compiled Laws, and not less than 1 provider director
shall be representativerof the provider whose services, in the 1984 calendar year in the case of
an existing health care corporation, or, in the calendar year immediately following
incorporation in the case of a newly-formed health care corporation, generated the largest
number of benefit claims received by the corporation from its subscribers. Other provider
directors shall be as broadly representative of provider classes as possible.

(4) The bylaws of a health care corporation may authorize not more than 1 officer or
employee of the corporation to serve as a voting or nonvoting director.

(5) The remaining members of the board of directors shall include representatives of large
subscriber groups, medium subscriber groups, small subscriber groups, and nongroup
subscribers, in proportions which fairly represent the total subscriber population of the health
care corporation. However, at least 3 directors shall represent nongroup subscribers, at least 1
of whom shall be a retired individual 62 years of age or older, and at least 3 directors shall
represent small subscriber groups. Large and medium subscriber groups shall be represented,
to the greatest extent possible, by an equal number of labor and management representatives
and shall be categorized as labor subscriber representatives or management subscriber
representatives.

(6) The method of selection of the directors, other than the directors who are representatives
of the public, and additional provisions and requirements for further refinement or
specification regarding the number of directors comprising each component shall be specified

Michigan Compiled Laws Complete Through PA 20 of 2026

Rendered Wednesday, June 24, 2026 Page 25 of 108 Courtesy of legislature.mi.gov



in the bylaws. The terms of office of directors, other than the directors who are representatives
of the public, and the method for filling vacancies in those offices shall be provided in the
bylaws. However, if a term of office of more than 1 year is prescribed by the bylaws, at least
1/3 of the members of the board shall be selected each year.

(7) The method of selection of each category of subscribers entitled to representation on the
board under subsection (5) shall maximize subscriber participation to the extent reasonably
practicable. This subsection shall permit, but not require, the statewide election of a director or
member of the corporate body. The method of selection shall neither permit nor require
nomination, endorsement, approval, or confirmation of a candidate or director by the corporate
body, the board of directors, or the management of the health care corporation, or any member
or members of any of these. This subsection shall not apply te the selection of an officer or
employee as a director pursuant to subsection (4). This.subsection shall not limit the rights of
any director, member of the corporate body, or empleyee or officer of the health care
corporation to participate in the selection process in his or her capacity as+a subseriber, to the
same extent as any other subscriber may participate:

(8) For the purposes of this se¢tion;

(a) "Health care provider! or "provider" includes:

(1) A person definéd as a health.care provider ot provideér in section 105(4);"a person
employed by a health carg facility, as defined.-in'section 105(3); or a,director, officer, or trustee
of a health care provider, as defineddfi section 105(4), unless.the person serves,in that capacity
as a representative selected by the 'same subscriber/group.or collective-bargaining
representative which the-person'represents onthe board of a health care corporation.

(i1) Except as provided.in subdivisien (b); a-spouse, child, or patent of a health care provider
who resides in the same household.

(111) A person who receives moré€ than 25%.0f his ‘or her annual income through the
provision of goods erservices to health ¢are providers, or who is an employee, officer, trustee,
or director of afitmor organization which-receives more than 25% of its annual income
through the provision of goods'or services to health care providers.

(b) For purposes of:determining whether a director is a provider director, "health care
provider" or "provider'.does not include a spouse, child, or parent of a health care provider
who resides in the same household if all of the following criteria are met:

(1) Not more than 1/3 of the total annual household income is earned by that health care
provider.

(i1) The term of office of the director commences in the 1988 calendar year.

(ii1) Not more than 2 directors qualify for the exemption under this subdivision.

(9) A director shall not be an employee, agent, officer, or director of an insurance company
writing disability insurance inside or outside this state.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1988, Act 45, Imd. Eff. Mar. 11, 1988
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1302 Bylaws generally.
Sec. 302.

(1) The board of directors shall adopt initial bylaws and may amend or repeal those bylaws
or adopt new bylaws, subject to the prior approval or certification by the attorney general. The
bylaws may contain any provision for the regulation and management of the affairs of the
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health care corporation not inconsistent with the articles of incorporation, this act, or any other
applicable provision of law.

(2) The initial bylaws, and any new bylaws, amendments, or repealers shall be submitted to
the attorney general for review and approval. The attorney general shall approve the initial
bylaws, new bylaws, amendments, or repealers if the attorney general determines that they
comply with this act.

(3) If the attorney general disapproves all or any part of the initial bylaws, new bylaws,
amendments, or repealers, he or she shall return them to the board with a written statement
setting forth the reasons for the disapproval and any recommendations for change which he or
she may wish to suggest, not later than 30 days following their receipt. Bylaws, amendments,
and repealers not returned to the health care corporation within this 30-day period shall be
considered to comply with this act and shall be considered approved.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1303 Meetings; required provisions in bylaws; notice; waiver; participation by
conference telephone or_similar communiecations equipment; gquorums; action by board;
actions requiring majority vote; record rollcall vote; recording-vote in minuites.

Sec. 303.

(1) Regular or special meetings of the board or a committee of the board shall be held
within this states With respect to regular or special meetings of the board or a committee of the
board, the bylaws shall include (provisions regarding all of the following:

(a) The minimum number of régular meetings to:be held each year.

(b) The publication and advance disttibution of an agenda, including provisions respecting
the time and place of the meeting and the business to be conducted.

(c) Voting procedures. The use-of proxies and round robins shall not be allowed.

(2) Notice of a regular meeting shall be given at least 15 days before the meeting and notice
of a special meeting shall be given at least 24 hours before the meeting. Attendance of a
director at a meeting constitutes a waiver of notice of the meeting, except in cases in which a
director attends a meeting for the express purpose of objecting to the transaction of any
business because the meeting is not lawfully called or convened.

(3) Unless otherwise restricted by the articles of incorporation or bylaws, a member of the
board or of a committee designated by the board may participate in a meeting by means of
conference telephone or similar communications equipment by means of which all individuals
participating in the meeting can hear each other. Participation in a meeting pursuant to this
subsection constitutes presence in person at the meeting.

(4) A majority of the members of the board then in office, or of the members of a committee
thereof, constitutes a quorum for the transaction of business, unless the articles or bylaws
provide for a larger number. The vote of the majority of members present at a meeting at
which a quorum is present constitutes the action of the board or of the committee, unless the
vote of a larger number is required by this act, the articles, or the bylaws. The following
actions shall require the vote of not less than a majority of the members of the board then in
office:

(a) Adoption of bylaws, amendments to bylaws, or repealers of bylaws.

(b) Adoption of articles of incorporation, amendments to articles, or repealers of articles.
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(c) The proposal or establishment of rates or rating systems; the adoption of provider class
plans or provider contracts; or the adoption of compensation for officers of the corporation.

(5) The bylaws shall provide that a record roll call vote shall be taken at the request of any 5
board members. The vote of each member shall be recorded in the minutes.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1304 Books, records, and minutes; copy of minutes; disclosure, publication, and
dissemination of minutes; compelling production of books or records.

Sec. 304.

(1) A health care corporation shall keep accurate books and records of account and minutes
of the proceedings of the board of directors of the health care corporation, committees of the
board, and the corporate body. The books; records, and minut€s,;may be in written form or in
any other form capable of being converted into written form within a reasonabl@time. One
copy of the minutes omdraft minutes.from each meeting of the board of directors shall be
transmitted to the commissioner within 15 days after.the meeting was held. Upon the request
of a member of the board of directors, eonsistent with the board member's fiduciary duty
under section 310, a subscriber shall'receive, within 15 days after receipt.of the request, a copy
of the minutes or draft minutes of: I~or more meetings of the board,.it§ committee, or the
corporate body, and may becharged not mere than the reasonable costof copying and postage.

(2) Minutes.shallbe kept and need'not be'disclosed, exceptito'the commissioner as provided
in section 603, for those portions-of meetings which ate held for the following purposes:

(a) To consider the hiring, promotion, dismissal, 'suspension, or discipline of an employee.

(b) To considerthe purchase, lease, or sale of real property.

(c) For strategy.and negotiation sessions connected with the negotiations of a collective
bargaining agréement when either party requests a closed meeting.

(d) For trial or settlement strategy sessions in connection with specific contemplated or
pending litigation. If these sessions are with respect to litigation to which the commissioner or
the attorney general is a party, minutes regarding these sessions shall not be subject to
examination and free access under section 603.

(e) To consider medical records of an individual.

(f) To consider the acquisition or disposal of certificates of stock, bonds, certificates of
indebtedness, and other intangibles in which the corporation may invest funds under section
206, if the information regarding proposed acquisition or disposal may affect the price paid or
received.

(g) To consider provider appeals when the provider has requested a closed hearing.

(h) To discuss marketing strategy with regard to a particular customer or limited group of
customers, or to discuss a new or changed benefit, the premature disclosure of which would
have an adverse impact on the health care corporation.

(1) To consider the removal of a director from the board when the director requests a closed
hearing.

(3) The date and time of preparation and existence of the minutes described in subsection
(2), the contents of which shall not be disclosable except to the commissioner as provided in
section 603, shall be noted in the minutes required to be kept under subsection (1). Once
action is taken by the board to implement a consideration or discussion described in subsection
(2)(b), (f), (g), or (h), once a collective bargaining agreement is reached as described in
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subsection (2)(c), once litigation is no longer pending as described in subsection (2)(d), or
once a closed hearing is concluded as described in subsection (2)(i), and upon the request of
the director to whom the hearing pertained, the minutes relating to the consideration,
discussion, or strategy session shall be published and disseminated with the next succeeding
set of minutes published and disseminated under subsection (1), and may be disclosed by the
commissioner to other persons under section 603(3).

(4) The circuit court, upon proof of a proper purpose, may compel the production of books
and records for examination by a subscriber or the attorney general.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1305 Establishment and composition of corporate body; service of members on
committees; membership on board of directors.

Sec. 305.

(1) A health care corporationimay.establish a cotporate body. The corpotate body shall
consist of individuals selected in the same manner as.individuals are'selected to serve as
nonpublic members on,the board of directors. The size of the torporate body shallibe such
that, for each nonpublic voting director on the board ef directors of the corporation, there are 2
members of the corporate body. The4 public memberts selected pursuant to'section 301(2)
shall be considered to be members of the corporate body as well as members of the board of
directors. An additienal 4 public members shall be appointed to the corporate body by the
governOr by and with the advicé.and consent of the'senate,2 of whom shall be retired
individuals 62 years of.age or.older.

(2) Members of the corporate body tay serve on committees of the board of directors. A
member of the-Ccorporate body may be selected for membership on the board of directors,
provided that the selection is made in accordance with the provisions of this part governing the
selection of voting ditectors of the board.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1306 Effect of common directorship, officership, or interest on validity of contract or
other transaction; burden of establishing validity of contract; exclusion of common or
interested directors in determination of quorum; compensation of directors; bylaws
regarding conflict of interest.

Sec. 306.

(1) A contract or other transaction between a health care corporation and 1 or more of its
directors or officers, or between a health care corporation and any other corporation, firm, or
association of any type or kind in which 1 or more of its directors or officers are directors or
officers, or are otherwise interested, is not void or voidable solely because of such common
directorship, officership, or interest, or solely because the directors are present at the meeting
of the board or committee thereof which authorizes or approves the contract or transaction, if
all of the following conditions are satistied:
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(a) The contract or other transaction is fair and reasonable to the corporation when it is
authorized, approved, or ratified.

(b) The material facts as to the officer's or director's relationship or interest and as to the
contract or transaction are disclosed or known to the board or committee, and the board or
committee authorizes, approves, or ratifies the contract or transaction by a vote sufficient for
the purpose. The conditions of this subdivision shall be considered satisfied only if the officer
or director has announced the potential conflict prior to the vote, the minutes of the meeting
reflect that announcement, and the officer or director abstained from the vote.

(2) When the validity of a contract described in subsection (1) is questioned, the burden of
establishing its validity on the grounds prescribed is upon the director, officer, corporation,
firm, or association asserting its validity.

(3) Common or interested directors shall not be counted in determining the presence of a
quorum at a board or committee meeting at the timesa contract or transaction described in
subsection (1) is authorized, approved, or ratified.

(4) The board, by affirmative vote.of'a majoritysef directors in office and irrespective of any
personal interest of any of them,imay establish reasonable compensation of directots for
services to the health care corporation as directors or officers of the health care-Corporation.

(5) The bylaws ofa health eare.corporation may include provisions regarding conflict of
interest which are more stfingent than this section.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1307 ' Adyisory couneils;committees of board of directors; bylaws regarding
membership and emergency meetings and actions.

Sec. 307.

The board of directors,may. establish those advisory councils and, unless otherwise
provided in the articlés of incorporation or bylaws, those committees it considers necessary to
perform its duties. Members of the corporate body may serve on committees of the board of
directors. With respect to committees of the board, the bylaws shall include provisions
regarding all of the following:

(a) Provisions which assure that the membership of each committee provides for
representation of all of the components of directors, as defined in the bylaws, to the greatest
extent practicable.

(b) Provisions regarding emergency meetings of the executive committee of the health care
corporation, and action by that committee on behalf of the board in cases of emergency, as
defined by the bylaws.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1308 Committees of board of directors; powers and authority; prohibited activities;
emergency actions.

Sec. 308.
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(1) To the extent provided by resolution of the board or in the bylaws or articles, a
committee established pursuant to section 307 may exercise the powers and authority of the
board in management of the business and affairs of the health care corporation. The board
shall review and may modify subject to the rights of third parties any action or decision of a
committee. A committee shall not do any of the following:

(a) Amend the articles of incorporation.

(b) Adopt an agreement of merger or consolidation.

(c) Authorize the sale, lease, or exchange of all or substantially all of the corporation's
property and assets.

(d) Approve, adopt, or amend provider contracts, provider class plans, rates charged to
subscribers, or a certificate.

(e) Amend the bylaws of the corporation.

(f) Fill vacancies on the board.

(g) Fix compensation of the directors or.officers.

(h) Perform other similar acts of a.final or binding nature with respectito'the business of the
corporation.

(2) This section shall not prehibit emergency actions, by-the executive committee on behalf
of the board, as authorized in.thebylaws of the health caré corporation:

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1309 Officers-and assistants; selection; restriction: authority and duties; removal;
contractual rights; bond; yacancies; compensation; pension.

Sec. 309.

(1) The board of directorsshall selectthe officers of the health care corporation and a
chairperson, vice-chairperson; and other board officers and assistants as the board considers
necessary. However, an officer shall not execute, acknowledge, or verify an instrument in
more than 1 capacity. Officers shall have only the authority, and assistants shall perform only
those duties, in the management of the property and affairs of the corporation, as is provided
in the bylaws or delegated to the officers and assistants by the board of directors, consistent
with the bylaws. An officer or assistant may be removed by the board of directors with or
without cause, subject to the contract rights, if any, of the officer or assistant. The selection of
an officer or assistant does not of itself create contract rights. The board of directors may
secure the fidelity of any or all of the officers by bond or otherwise. Unless otherwise provided
in the articles or bylaws, the board of directors may fill vacancies in an office described in this
subsection which occur for any reason.

(2) A health care corporation shall not pay a salary, compensation, or emolument to a
director or officer unless the payment is first authorized by the board of directors of the
corporation. A director, officer, assistant, or employee shall not be compensated unreasonably.

(3) A health care corporation shall not grant a pension to an officer or director, or to a
member of the family of an officer or director after the death of the officer or director.
However, the corporation, pursuant to the terms of a retirement plan adopted by the board of
directors of the corporation and approved by the commissioner, may provide for any person
who is or has been a salaried employee or officer of the corporation, a pension payable upon
retirement, as provided in the approved retirement plan, and life insurance benefits payable at
death.
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History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1310 Fiduciary duties; scope and manner of discharge; removal of director for
breach of fiduciary duty; notice and hearing.

Sec. 310.

(1) With respect to management of the affairs and property of the health care corporations,
and in the selection, supervision, and control of committees of the board, employees of the
health care corporation, and officers, each director and officer, and the composite board, shall
exercise the duties of a fiduciary toward the health care corporation and the subscribers of the
health care corporation as a whole, and shall discharge hisior her duties with the degree of
diligence, care, and skill which an ordinarily‘prudent person would exereise unider the same or
similar circumstances in a like positieft. In discharging his or her duties, a director or officer,
when acting in good faith, may rély upon the opinion of counsel for.the corporation, upon the
report of an independent appraiser selected with reasonable, care by the board, et upon
financial statements/©f the corporation represented to the director or officeritobe correct by
the president or the officer of the corporationhaying charge of its books of account, or stated
in a written report by an independent public of certified publi¢c accountant orfirm of such
accountants fairly to reflect the finaneial conditionof thé.corporation,

(2) After notice and a-hearing-before the board, a director may-beirémoved from the board
by a vote of 2/3 of the directors selected and serving onthesboatd for a breach of fiduciary
duty.

History: 1980, Act 350, Eff, Apr. 3, 1981
Popular Name: Blue/Cross-Blue Shield
Popular Name? Act 350

550.1311 Liability for misapplication or misuse of corporate money or property.
Sec. 311.

Each director or officer of a health care corporation shall be individually liable for the
misapplication or misuse of corporate money or property caused through the neglect or failure
of that director or officer to discharge his or her duties in compliance with the standards
prescribed in section 310, or through wilful violation of this act or other laws governing the
health care corporation.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1312 Action for failure to perform duties; commencement.
Sec. 312.

An action against a director or officer for failure to perform the duties imposed by this act
shall be commenced within 3 years after the cause of action has accrued, or within 2 years
after the time when the cause of action is discovered, or should reasonably have been
discovered, by a person complaining of the failure to perform, whichever occurs sooner.
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History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1313 False statement as misdemeanor; liability for false statement or report;
commencement of action for civil liability.

Sec. 313.

(1) Except with respect to statements which are subject to prosecution for perjury, as
defined in section 423 of Act No. 328 of the Public Acts of 1931, being section 750.423 of the
Michigan Compiled Laws, a person, or an agent, director, or @fficer of a health care
corporation, who knowingly makes any false oral or written statement as to a material fact, in
or with respect to a report required by this act, ordnithe course of a hearing or.examination
held pursuant to this act, is guilty of a misdemeanor. In addition, the person, agent, director, or
officer knowingly making the false statement and each person, agent, director, or officer
knowingly authorizing, signing, or making the false report shall'bejeintly and severally
personally liable to any person.whe has become a creditor-of the health care corporation upon
the faith of the false/Statementiorithe false report:

(2) An action for the civil liability imposéd-by: this section shall be'eommenced within 2
years after discovery of the false statementior'within 6 years\after the report has beenrmade by
the person, agent, director, or officer of the health ¢ate corporation, whichevers sooner.

History: 1980, Act 350, Eff. Apr.3, 1981
Popular Name: Blue.Cross=Blue Shield
PopularName: Act350

Part 4

550.1400 Use of most fayored nation clause in provider contract.
Sec. 400.

(1) Notwithstanding any provision of this act to the contrary, this section applies to the use
of a most favored nation clause in a provider contract on and after February 1, 2013.

(2) Subject to subsection (3), beginning February 1, 2013, a health care corporation shall
not use a most favored nation clause in any provider contract, including a provider contract in
effect on February 1, 2013, unless the most favored nation clause has been filed with and
approved by the commissioner. Subject to subsection (3), beginning February 1, 2013, a health
care corporation shall not enforce a most favored nation clause in any provider contract
without the prior approval of the commissioner.

(3) Beginning January 1, 2014, a health care corporation shall not use a most favored nation
clause in any provider contract, including a provider contract in effect on January 1, 2014.

(4) As used in this section, "most favored nation clause" means a clause that does any of the
following:

(a) Prohibits, or grants a contracting health care corporation an option to prohibit, a provider
from contracting with another party to provide health care services at a lower rate than the
payment or reimbursement rate specified in the contract with the health care corporation.

(b) Requires, or grants a contracting health care corporation an option to require, a provider
to accept a lower payment or reimbursement rate if the provider agrees to provide health care
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services to any other party at a lower rate than the payment or reimbursement rate specified in
the contract with the health care corporation.

(c) Requires, or grants a contracting health care corporation an option to require,
termination or renegotiation of an existing provider contract if a provider agrees to provide
health care services to any other party at a lower rate than the payment or reimbursement rate
specified in the contract with the health care corporation.

(d) Requires a provider to disclose, to the health care corporation or its designee, the
provider's contractual payment or reimbursement rates with other parties.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401 Offering of health care benefits; limiting benefits; division of bénefits into
classes or kinds; prohibited conduct; grounds for denial of coverage; coordination of
benefits, subrogation, and nonduplication of benefits; health'care corporation as\party in
interest; limiting or denying coverage or participation-status; requirements for
participation and reimbursement;determination by commissioner; definitions.

Sec. 401.

(1) A health care corporation established, maintained, or operating in this stateishall offer
health care benefits to all residents of this state, and may offer other health care benefits as the
corporation specifies withithe’approval ofthe commissioner.

(2) A health.care-eorporation may limitithe health care benefits that it will furnish, except as
provided in this\act, and may divide the health care'benefits that it elects to furnish into classes
or kinds.

(3) A health carelcorporation shall.not'do.any of the following:

(a) Refuse'to'issuc or continue a eertificate to 1 or more residents of this state, except while
the individual, based on a transaction or occurrence involving a health care corporation, is
serving a sentence arising out of a charge of fraud, is satisfying a civil judgment, or is making
restitution pursuant to a voluntary payment agreement between the corporation and the
individual.

(b) Refuse to continue in effect a certificate with 1 or more residents of this state, other than
for failure to pay amounts due for a certificate, except as allowed for refusal to issue a
certificate under subdivision (a).

(c) Limit the coverage available under a certificate, without the prior approval of the
commissioner, unless the limitation is as a result of: an agreement with the person paying for
the coverage; an agreement with the individual designated by the persons paying for or
contracting for the coverage; or a collective bargaining agreement.

(d) Rate, cancel benefits on, refuse to provide benefits for, or refuse to issue or continue a
certificate solely because a subscriber or applicant is or has been a victim of domestic
violence. A health care corporation shall not be held civilly liable for any cause of action that
may result from compliance with this subdivision. This subdivision applies to all health care
corporation certificates issued or renewed on or after June 1, 1998. As used in this subdivision,
"domestic violence" means inflicting bodily injury, causing serious emotional injury or
psychological trauma, or placing in fear of imminent physical harm by threat or force a person
who is a spouse or former spouse of, has or has had a dating relationship with, resides or has
resided with, or has a child in common with the person committing the violence.
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(e) Require a member or his or her dependent or an applicant for coverage or his or her
dependent to do either of the following:

(1) Undergo genetic testing before issuing, renewing, or continuing a health care corporation
certificate.

(i1) Disclose whether genetic testing has been conducted or the results of genetic testing or
genetic information.

(4) Subsection (3) does not prevent a health care corporation from denying to a resident of
this state coverage under a certificate for any of the following grounds:

(a) That the individual was not a member of a group that had contracted for coverage under
this certificate.

(b) That the individual is not a member of a group with a size greater than a minimum size
established for a certificate pursuant to sound underwriting requirements.

(c) That the individual does not meet requirements, for ¢overage contained insa'certificate.

(d) For groups of under 100 subscribers.and except as otherwise proyided id _section 3709 of
the insurance code of 1956, 1956 PA.218, MCL 500:3709, that the-group,that the individual is
a member of has failed to enroll €nough ofits eligible membets ‘with'the health caré
corporation. A denial under this subdivision shall be made-enly if the health car€ corporation
determines that the cost for the portion of the group applying for coverage would be at least
50% more on a per subscriber basis than the perisubscriber cost for the-whole group. A denial
under this subdivision shall not be based on the health status.of any individualsin the group or
his or her dependent. A denial under this subdivision shall.be based on-sound.actuarial
principles and may be based on*}"or more ofithe following:

(1) That the contract holder for the group ‘applying for ceverage is also offering a self-funded
health beriefit plan.

(i1) That the group applying for.coverage is.composed entirely of the contract holder's
retiree business segment.

(ii1) That thevaverage individual age of'the members of the group applying for coverage is
either 50% higher or 10 years higherthan the average individual age for the whole group.

(5) A certificate may-provide for the coordination of benefits, subrogation, and the
nonduplication of benefits. Savings realized by the coordination of benefits, subrogation, and
nonduplication of benefits shall be reflected in the rates for those certificates. If a group
certificate issued by the corporation contains a coordination of benefits provision, the benefits
shall be payable pursuant to the coordination of benefits act, 1984 PA 64, MCL 550.251 to
550.255.

(6) A health care corporation shall have the right to status as a party in interest, whether by
intervention or otherwise, in any judicial, quasi-judicial, or administrative agency proceeding
in this state for the purpose of enforcing any rights it may have for reimbursement of payments
made or advanced for health care services on behalf of 1 or more of its subscribers or
members.

(7) A health care corporation shall not directly reimburse a provider in this state who has not
entered into a participating contract with the corporation.

(8) A health care corporation shall not limit or deny coverage to a subscriber or limit or
deny reimbursement to a provider on the ground that services were rendered while the
subscriber was in a health care facility operated by this state or a political subdivision of this
state. A health care corporation shall not limit or deny participation status to a health care
facility on the ground that the health care facility is operated by this state or a political
subdivision of this state, if the facility meets the standards set by the corporation for all other
facilities of that type, government-operated or otherwise. To qualify for participation and
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reimbursement, a facility shall, at a minimum, meet all of the following requirements, which
shall apply to all similar facilities:

(a) Be accredited by the joint commission on accreditation of hospitals.

(b) Meet the certification standards of the medicare program and the medicaid program.

(c) Meet all statutory requirements for certificate of need.

(d) Follow generally accepted accounting principles and practices.

(e) Have a community advisory board.

(f) Have a program of utilization and peer review to assure that patient care is appropriate
and at an acute level.

(g) Designate that portion of the facility that is to be used for acute care.

(9) Not later than the close of business on the seventh business day after denying coverage
under subsection (4)(d), the health care corporation shall notify the commissioner of this
denial and shall supply the commissioner with thesinformation used in determining the denial.
The commissioner shall determine whether, he or she will approve or disapprove the health
care corporation denial not later than.the ¢lose of business on_the seventh business day after
receipt of the notice and shall promptly notify the health care'¢orporation of his or her
determination. The commissioner shall base his or her détermination under this'Subsection on
whether the health care corporation met the standards in stubsection (4)(d). The health care
corporation or the denied €ontract holder.may appeal the commissioner's decision. in circuit
court. The commissioner shall report to the.senhate and heuse.of representatives, standing
committees on insurance issues by\May 15, 2005 and biénnially thereafter all.of the following:

(a) The number of denials made each calendar year by a health.Care corporation under
subsection (4)(d).

(b) The number-of denials under subdivision (a) that were approved by the commissioner
under thisisubsection and a ‘summary of the type of group approved.

(c) The number of'denials under subdivision (a) that were disapproved by the commissioner
under this subsection.and a summary'of the type of group disapproved.

(d) The number of decisions'by the commissioner under this subsection that have been
appealed and the results\of theappeals.

(10) As used in this'section:

(a) "Clinical purposes" includes all of the following:

(1) Predicted risk of diseases.

(11) Identifying carriers for single-gene disorders.

(ii1) Establishing prenatal and clinical diagnosis or prognosis.

(iv) Prenatal, newborn, and other carrier screening, as well as testing in high-risk families.

(v) Tests for metabolites if undertaken with high probability that an excess or deficiency of
the metabolite indicates or suggests the presence of heritable mutations in single genes.

(vi) Other tests if their intended purpose is diagnosis of a presymptomatic genetic condition.

(b) "Genetic information" means information about a gene, gene product, or inherited
characteristic derived from a genetic test.

(c) "Genetic test" means the analysis of human DNA, RNA, chromosomes, and those
proteins and metabolites used to detect heritable or somatic disease-related genotypes or
karyotypes for clinical purposes. A genetic test must be generally accepted in the scientific and
medical communities as being specifically determinative for the presence, absence, or
mutation of a gene or chromosome in order to qualify under this definition. Genetic test does
not include a routine physical examination or a routine analysis, including, but not limited to, a
chemical analysis, of body fluids, unless conducted specifically to determine the presence,
absence, or mutation of a gene or chromosome.
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History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1984, Act 66, Imd. Eff. Apr. 18, 1984 ;-- Am. 1998, Act
135, Imd. Eff. June 24, 1998 ;-- Am. 2000, Act 26, Imd. Eff. Mar. 15, 2000 ;-- Am. 2003, Act 59, Eff. July
23,2003

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1401a Health care service rendered by dentist; benefits or reimbursement; “dentist”
defined; certificates to which section applicable.

Sec. 401a.

(1) If a group or nongroup certificate of a health care corporation provides for health care
benefits for a health care service, those benefits or reimbutsement for the provision of the
service shall not be denied because the service wasrendered by.a dentist, provided the service
was legally performed.

(2) As used in this section, "dentist"smeans an individual licensed.under part 166 of Act No.
368 of the Public Acts of 1978, being sections 333.16601 to 333.16647 of the Michigan
Compiled Laws.

(3) This section shall'apply only with respect to certificates which are'issued or renewed on
or after the effective dateyof this section, and shall‘apply notwithstanding any certificate
provision to the contrary.

History: Add. 1982, Act 290, Imd{ Eff\Oect. 7, 1982
Popular Name: Blue Cross-Blue Shield
Popular Name: Act-350

550.1401b Certificate providing benefits for mental health services; requirements.
Sec. 401b.

A certificate‘issued by, a‘corporation which provides benefits for mental health services
shall provide benefits(for mental health services provided to an individual by a mental health
care provider operated by or under contract with the department of mental health or a county
community mental health board in those instances when appropriate mental health services
cannot be delivered otherwise, or if the provider of the mental health services is designated by
an order of a court; provided that the mental health provider meets the standards set by the
corporation for all other providers of the type.

History: Add. 1984, Act 230, Eff. Dec. 20, 1984
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401c Replacement group certificate with preexisting condition limitation;
elimination, reduction, or limitation of benefits; “disability coverage” defined.

Sec. 401c.

(1) If existing group disability coverage is replaced by a group certificate with a preexisting
condition limitation and insuring 10 or more members, coverage in the replacement certificate
applicable to the preexisting condition limitation for an individual who had been covered for
that condition by the replaced coverage shall be not less than the lesser of the following:

(a) The coverage of the replacement certificate without application of the preexisting
condition limitation.
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(b) The benefits of the replaced group disability coverage until the individual's preexisting
condition limitation expires under the replacement certificate.

(2) Other than as provided in subsection (1), a replacement group certificate insuring 10 or
more members shall not include a limitation upon an individual or exclude an individual who
was covered by the group disability coverage being replaced if the individual is a member of
the class or classes of individuals eligible for coverage under the replacement certificate.

(3) If existing group disability coverage issued or renewed on or after January 1, 1992 is
replaced by a group certificate with a preexisting condition limitation and insuring less than 10
members, the replaced coverage shall extend benefits for the condition excluded by the
replacement certificate because of the application of a preexisting condition limitation by
providing benefits for that condition until the term of the preexisting condition limitation has
expired or 6 months have elapsed, whichever occurs first. An individual not covered for a
condition under replaced group disability coveragebecause theterm of a preexisting condition
limitation has not expired is covered for thaticondition under the replacedicovérage pursuant to
this subsection when the term of the preexisting condition limitationyin the replaced coverage
expires. If there is a dispute between the replacement carrier and thereplaced carrier as to
whether an individual's condition is included within a preexisting condition limitation, benefits
shall be paid by the replacement earrier pendingresolution of the dispute. This subsection
applies only to the extent'that benefits would.haye'been available forthe preexisting condition
under the replaced coverage. This subsection applies only“if'the replaced master coverage has
been in effect for at least 6 moriths,

(4) If existing group disability-Coverage issued or renewed on-ef afterJanuary 1, 1992 is
replaced by a group certificate with apreexisting condition-limitation and insuring less than 10
members; the teplacement certifieate shall not inelude a limitation for a period exceeding 6
months upon ‘an individual or exclude an individual who was covered by the group disability
coverage being replaeed if the individualis:a member of the class or classes of individuals
eligible for coverage.ainder the réplacement certificate.

(5) This section does not.preclude-an elimination, reduction, or limitation of benefits which
applies to an entire plany, This section applies to individuals who are covered under the
replaced certificate at the time of replacement and does not apply to individuals who become
eligible for or apply for coverage under a replacement group certificate after that replacement
certificate is issued.

(6) As used in this section, "disability coverage" means expense-incurred hospital, medical,
or surgical coverage.

History: Add. 1989, Act 256, Eff. Jan. 1, 1992
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401d Services performed by physician's assistant; reimbursement; conditions;
applicability of section; supervision by physician; definitions.

Sec. 401d.

(1) Subject to subsections (2) and (3), if a health care corporation group or nongroup
certificate provides for health care benefits for services performed by a physician's assistant,
those benefits or reimbursement for those benefits at the prevailing rate shall not be denied if
the services were performed by a physician's assistant acting within the scope of his or her
license and provided that the following are met:
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(a) If the services were performed by a physician's assistant working for a physician or
facility specializing in a particular area of medicine, a physician that specializes in that area of
medicine was physically present on the premises when the physician's assistant performed the
services.

(b) If the services were performed by a physician's assistant working for a physician or
facility engaging in general family practice, a physician need not have been physically present
on the premises when the physician's assistant performed the services so long as a consulting
physician is within 150 miles or 3 hours' commute to where the services are performed.

(2) This section applies to a physician's assistant who performs services in any of the
following:

(a) A county with a population of 25,000 or less.

(b) A certified rural health clinic.

(c) A health professional shortage area.

(3) For purposes of subsection (1), a physi€ian supervising a physician's assistant shall do so
from within Michigan or from a state bordering Michigan.

(4) As used in this section:

(a) "Health professional shortage area" means that term-as defined in section’332(a)(1) of
subpart II of part C of title [ILof the public healthyservice act, chapter373, 90-Stat. 2270, 42
U.S.C. 254e.

(b) "Medicaid" means the program'of'medical assistance established under-title XIX of the
social security act, chapter 531549 Stat. 620, 42 U.S.C:, 1396 to 1396g-and'1396i to 1396u.

(c) "Medicare" means-the federal medicare program established under title X VIII of the
social security actsehapter'531, 49 Stat, 620, 42 U.S.C#1395t01395b, 1395b-2, 1395c¢ to
13951, 13951<2't0, 13951-4, 13955t0 1395t, 1395usto 4395w-2, 1395w-4 to 13952z, and
1395bbb to 1395ccc.

(d) "Physician's assistant! means an individual licensed as a physician's assistant under
article 15 of the public health codesAct Ne. 368 of the Public Acts of 1978, being sections
333.16101 to 333.18838 of.the'Michigan Compiled Laws.

(e) "Rural health clinic" means a rural health clinic as defined under section 1861 of part C
of title XVIII of the soecial security act, chapter 531, 49 Stat. 620, 42 U.S.C. 1395x, and
certified to participate in medicaid and medicare.

History: Add. 1991, Act 102, Imd. Eff. Sept. 6, 1991 ;-- Am. 1993, Act 258, Imd. Eff. Nov. 29, 1993
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401e Group certificate issued by health care corporation; renewal or continuation;
guaranteed renewal; discontinuing plan, product, or coverage in nongroup or group
market; conditions.

Sec. 401e.

(1) Except as otherwise provided in this section, a health care corporation that has issued a
nongroup certificate shall renew or continue in force the certificate at the option of the
individual.

(2) Except as otherwise provided in this section, a health care corporation that has issued a
group certificate shall renew or continue in force the certificate at the option of the sponsor of
the plan.
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(3) Guaranteed renewal is not required in cases of fraud, intentional misrepresentation of
material fact, lack of payment, if the health care corporation no longer offers that particular
type of coverage in the market, or if the individual or group moves outside the service area.

(4) A health care corporation shall not discontinue offering a particular plan or product in
the nongroup or group market unless the health care corporation does all of the following:

(a) Provides notice to the commissioner and to each covered individual or group, as
applicable, provided coverage under the plan or product of the discontinuation at least 90 days
before the date of the discontinuation.

(b) Ofters to each covered individual or group, as applicable, provided coverage under the
plan or product the option to purchase any other plan or product currently being offered in the
nongroup market or group market, as applicable, by that health care corporation without
excluding or limiting coverage for a preexisting condition or providing a waiting period.

(c) Acts uniformly without regard to any healthsstatus factor of enrolled indiwiduals or
individuals who may become eligible for coverage in making the determination to discontinue
coverage and in offering other plans or‘products.

(5) A health care corporation shall not discontinue offering all coverage in the nongtoup or
group market unless the health.care corporation does all ‘of the following;

(a) Provides noticé to the commissioner and te~each covered individual or group, as
applicable, of the discontinuation at least.] 80.days'before the date of the expiration of
coverage.

(b) Discontinues all health betiefit plans issued inrthe hongroup or groupmarket from which
the health care corporation'withdrew and, except as allowed under subsection (6), does not
renew coverage under those plans.

(6) If-a'health care corporation-discOntinues coverage under subsection (5), the health care
corporation shall not provide for.the issuance.of any health benefit plans in the nongroup or
group market from whichithe health careCorporation withdrew during the 5-year period
beginning on.the date.of the discontinuation of the last plan not renewed under that subsection.

History: Add. 1996, Act 516, Eff; Oct. 1, 1997 ;-- Am. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401f Health care corporation; access to obstetrician-gynecologist.
Sec. 401f.

(1) A health care corporation certificate that requires a member to designate a participating
primary care provider and provides for annual well-woman examinations and routine
obstetrical and gynecologic services shall permit a female member to access an obstetrician-
gynecologist for annual well-woman examinations and routine obstetrical and gynecologic
services.

(2) A health care corporation shall not require prior authorization or referral for access under
subsection (1) to an obstetrician-gynecologist who participates with the health care
corporation. A health care corporation may require prior authorization or referral for access to
a nonparticipating obstetrician-gynecologist.

(3) A description of the benefit provided by this section shall be included by the health care
corporation in a communication sent to the individual or group purchaser of coverage.

History: Add. 1998, Act 412, Eff. Mar. 23, 1999
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1401¢g Health care corporation; access to pediatric care services.
Sec. 401g.

(1) A health care corporation certificate that requires a member to designate a participating
primary care provider and provides for dependent care coverage shall permit a dependent
minor member to select and access a pediatrician for general pediatric care services.

(2) A health care corporation shall not require prior authorization or referral for access under
subsection (1) to a pediatrician who participates with the health care corporation. A health care
corporation may require prior authorization or referral for access to a nonparticipating
pediatrician.

History: Add. 1999, Act 178, Imd. Eff. Nov. 16, 1999
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401h Health care corporation providing prescription drug coverage; formulary
restrictions.

Sec. 401h.

A health care corporation that proyides coverage for prescription drugs and limits those
benefits to drugs included in-a formulary shallido all'of'the following:

(a) Provide for participation of participating physicians, dentists, and' pharmacists in the
development of the-formulary.

(b) Disclose to'health care providers-and upon request to-members the nature of the
formulary restrictions!

(c) Provide forsexceptions from the-fotmulary limitation when a nonformulary alternative is
a medically necessary and appropriate alternative. This subdivision does not prevent a health
care corporation from establishing prior authorization requirements or another process for
consideration of covetage or higher cost-sharing for nonformulary alternatives. Notice as to
whether or not an exception under this subdivision has been granted shall be given by the
health care corporation within 24 hours after receiving all information necessary to determine
whether the exception should be granted.

History: Add. 1999, Act 175, Imd. Eff. Nov. 16, 1999
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401i Prescription drug coverage; pilot project; provisions; interim report;
determination; evaluation.

Sec. 4011.

(1) Beginning January 1, 2004, a health care corporation shall establish and offer to provide
or include prescription drug coverage in at least 1 nongroup certificate and at least 1 group
conversion certificate as a pilot project under this section. This pilot project shall continue
through December 1, 2006 and, while in pilot project status, is not subject to the guaranteed
renewability provisions of section 401e.
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(2) Unless an order of adjustment issued under subsection (4)(b)(ii) provides otherwise, a
certificate that includes prescription drug coverage under subsection (1) shall include all of the
following:

(a) At a minimum, a prescription drug benefit that includes a co-pay of no more than 50% of
the health care corporation's approved amount for the payment of prescription drugs, with a
minimum co-pay of $10.00 and a maximum co-pay of $100.00 per prescription.

(b) An annual per person benefit maximum of no less than $2,500.00.

(c) A provision that members will be entitled to purchase prescription drugs at a discount
under the affinity program offered by the health care corporation once their annual per person
prescription drug benefit maximum has been reached.

(3) Not later than July 1, 2005, the health care corporation.shall issue an interim report to
the commissioner regarding the claims experience of the market segment under this section
and the ongoing viability of the pilot project. Notdater than July.1, 2006, the health care
corporation shall issue a final report to the.commissioner regarding the claims{experience of
the market segment under this section and the ongeing viability of-the pilot project.

(4) By December 1, 2006, the'commissioner shall determing if the nongroup and group
conversion certificates providing the prescription drugbenefit under this section provide a
useful benefit to its subscribers in.an actuarially,sound manner. Based uponithis determination,
the commissioner shall do' 1" of the following:

(a) If the commissioner determines'that a certificate dees provide a useful benefit to its
subscribers in an actuarially sotifidimanner, the commissioner.shall order the'termination of
the pilot project designation and-order that the program continue-indefinitely. If the pilot
project is discontinmued and the program is continued indefinitely beyond the date prescribed in
subsection (3) ory(5), then the certificdte'is subject to-the guaranteed renewability provisions of
section 40l e.

(b) If the commissionet, determines that a certificate does not provide a useful benefit to its
subscribers in-an‘actuarially soundmanner; the commissioner shall do 1 of the following:

(1) Order the.termination.of the pilot project under this section and terminate the offering of
prescription drug coverage in the nongroup and group conversion certificates.

(i1) Order an adjustment of the pilot project to operate in an actuarially sound manner and
order that the pilot project continue for a specified time period. An order of adjustment under
this subparagraph may revise the requirements of subsection (2) regarding coverage required
under the certificates.

(5) If the commissioner orders an adjustment of the pilot project under subsection (4), the
commissioner shall evaluate the project after 2 years of operation and make a determination in
the same manner as prescribed in subsection (4).

History: Add. 2003, Act 41, Eff. July 15, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401j Prescription drug coverage; rate differentials; filing.
Sec. 401;.

The rates charged to nongroup and group conversion subscribers for a certificate that
includes prescription drug coverage pursuant to section 401i may include rate differentials
based on age, with not more than 8 separate age bands. The health care corporation shall file
its rates for the prescription drug coverage in this section in the same manner and under the
same requirements as provided in section 607.
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History: Add. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1401k Telemedicine services; provisions; definition; applicability.
Sec. 401k.

(1) A group or nongroup health care corporation certificate must not require face-to-face
contact between a health care professional and a patient for services appropriately provided
through telemedicine, as determined by the health care corporation. Telemedicine services
must be provided by a health care professional who is licensed, registered, or otherwise
authorized to engage in his or her health care profession in the state where the patient is
located. Telemedicine services are subject to all terms andiconditions of the certificate agreed
upon between the certificate holder and the health care corporation, includingsbut not limited
to, required copayments, coinsurances; deductiblesyand approved amounts:

(2) As used in this section, "telemedicine" means the use ofian electronic media to link
patients with health care profeéssionals in different locations. To be considered telemedicine
under this section, the health eare.professional must be able to examine,the patient via a health
insurance portability and @ccountability act©f'1996, Public Law 104-91 compliant, secure
interactive audio or video, or both, telecomnitunications system, or through thewuse ‘of store and
forward online messaging.

(3) This section applies to a cettificate issued or renewed after-Decémber 31, 2012.

History: Add. 2012, Act 214, Imd. [E£f. June 28, 2012 ;-- Am, 2020, Act 98, Imd. Eff. June 24, 2020
Popular Name: Blue Cross-Blue Shield
Popular Name: Act.350

550.1401m Offer of health care-benefits to all residents regardless of health status.
Sec. 401m.

Until January 1, 2014, a health care corporation established, maintained, or operating in this
state shall offer health care benefits to all residents of this state regardless of health status.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1402 Health care corporation; prohibited conduct; commission or compensation;
new preexisting condition limitation waiting period; readjusting rates; participation in
trade practice conference for disability insurers; provider class plan not altered or
superseded; probable cause to believe provisions violated; notice; disposition of matter
by agreement of parties; action for damages; hearing; issuance of cease and desist order;
violation of cease and desist order; civil fine; action for actual monetary damage;
attorneys' fees.

Sec. 402.

(1) A health care corporation shall not do any of the following:
(a) Misrepresent pertinent facts or certificate provisions relating to coverage.
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(b) Fail to acknowledge promptly or to act reasonably and promptly upon communications
with respect to a claim arising under a certificate.

(c) Fail to adopt and implement reasonable standards for the prompt investigation of a claim
arising under a certificate.

(d) Refuse to pay claims without conducting a reasonable investigation based upon the
available information.

(e) Fail to affirm or deny coverage of a claim within a reasonable time after a claim has
been received.

(f) Fail to attempt in good faith to make a prompt, fair, and equitable settlement of a claim
for which liability has become reasonably clear.

(g) Compel members to institute litigation to recover amounts due under a certificate by
offering substantially less than the amounts due.

(h) By making reference to written or printed advertising material accompanying or made
part of an application for coverage, attempt, to settle a claim for less than-the amount which a
reasonable person would believe was due under the.certificate.

(1) For the purpose of compelling a member to accept a settlement'or compromise in a
claim, make known to the member a policy of appealing from administrativeé hearing decisions
in favor of members:

(j) Attempt to settle a claim on the basis of-an application which was‘altered without notice
to, or knowledge or consent of, the subsceriber'under whese certificate the-claim is being made.

(k) Delay the investigation of payment of a claintby\réquiring a member, or-the provider of
health care services to the member, to submita preliminary claim/and then requiring
subsequent submission ef'a formal claim, secking solely the duplication of a verification.

(1) Fail'to'promptly provide areasonable explanation of.the basis for denial of a claim or for
the offer of a' compromisesettlemeént.

(m) Fail to promptly settle a claim whete liability has become reasonably clear under 1
portion of a certificate in order t0 influenece a settlement under another portion of the
certificate.

(2) In order to indueesaperson to contract or to continue to contract with the health care
corporation for the provision of health care benefits or administrative or other services offered
by the corporation; to induce a person to lapse, forfeit, or surrender a certificate issued by the
health care corporation; or to induce a person to secure or terminate coverage with another
health care corporation, insurer, health maintenance organization, or other person, a health
care corporation shall not, directly or indirectly:

(a) Issue or deliver to the person money or any other valuable consideration.

(b) Offer to make or make an agreement relating to a certificate other than as plainly
expressed in the certificate.

(c) Offer to give or pay, or give or pay, directly or indirectly, a rebate or part of the
premium, or an advantage with respect to the furnishing of health care benefits or
administrative or other services offered by the corporation except as reflected in the rate and
expressly provided in the certificate.

(d) Make, issue, or circulate, or cause to be made, issued, or circulated, any estimate,
illustration, circular, or statement misrepresenting the terms of a certificate or contract for
administrative or other services, the benefits thereunder, or the true nature thereof.

(e) Make a misrepresentation or incomplete comparison, whether oral or written, between
certificates of the corporation or between certificates or contracts of the corporation and
another health care corporation, health maintenance organization, or other person.
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(3) A health care corporation shall not provide a commission or other compensation to the
health care corporation's agent or employee for the sale or service of a health care benefits
certificate issued to an individual eligible for medicare, unless the amount of the commission
or compensation paid in the first year of the certificate is not more than the amount of the
commission or compensation that the health care corporation's agent or employee receives for
the certificate in each of the 2 subsequent, consecutive annual renewal periods.

(4) A health care corporation shall not issue a certificate to an individual eligible for
medicare that provides for a new preexisting condition limitation waiting period if coverage is
converted to or replaced by a new or other form of similar coverage with the same health care
corporation or any of the health care corporation's affiliates. If the preexisting condition
limitation waiting period in the original or replaced certificate has not expired, the replacing
certificate may include the remaining term of the preexisting condition limitation waiting
period of the replaced certificate. This subsectionsdoes not:apply to an increase-in benefits
voluntarily selected by the individual.

(5) Nothing in subsection (2) shall,prevent a health care corporatien from readjusting the
rates charged to a subscriber grolp which s experience-rated based.on the previous claims of
the group.

(6) The commissioner shall-allow a health careiCorporation to participateiinrany trade
practice conference for diSability insurers.convened under section 2047 of Act No. 218 of the
Public Acts of 1956, being section 500.2047 of the Michigan,Compiled Laws;-and may bind a
health care corporation to any rules promulgated asprovided in that seetion.

(7) Nothing in this seetion shall alter or supersede any provider class plan established
pursuant to part 5;

(8) If:thie commissioner has probable cause to believe that a health care corporation is
violating, ‘or has violated subsection (1), indicating a persistent tendency to engage in conduct
prohibited by that subsection, or has probable cause to believe that a health care corporation is
violating, or has violated subsection (2), (3), or (4), he or she shall give written notice to the
corporation, pursuant to the administrative procedures act of 1969, Act No. 306 of the Public
Acts of 1969, being sections 24.201 to 24.328 of the Michigan Compiled Laws, setting forth
the general nature of the'complaint against the corporation and the proceedings contemplated
under this section. Before the issuance of a notice of hearing, the staft of the bureau of
insurance responsible for the matters which would be at issue in the hearing shall give the
corporation an opportunity to confer and discuss the possible complaint and proceedings in
person with the commissioner or a representative of the commissioner, and the matter may be
disposed of summarily upon agreement of the parties. This subsection shall not be construed
to diminish the right of a person to bring an action for damages under this section.

(9) A hearing held pursuant to subsection (8) shall be held in accordance with section 2030
of the insurance code of 1956, Act No. 218 of the Public Acts of 1956, as amended, being
section 500.2030 of the Michigan Compiled Laws. The hearing shall be held pursuant to the
administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969. If, after the
hearing, the commissioner determines that the health care corporation is violating, or has
violated subsection (1), indicating a persistent tendency to engage in conduct prohibited by
that subsection, or is violating, or has violated subsection (2), (3), or (4), the commissioner
shall reduce his or her findings and decision to writing, and shall issue and cause to be served
upon the corporation a copy of the findings and an order requiring the corporation to cease and
desist from engaging in the prohibited activity. The commissioner may at any time, by order,
and after notice and opportunity for a hearing, reopen and alter, modify, or set aside, in whole
or in part, an order issued by him or her under this subsection, when in his or her opinion
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conditions of fact or law have so changed as to require that action, or if the public interest so
requires.

(10) A health care corporation which violates a cease and desist order of the commissioner
issued under subsection (9), after notice and an opportunity for a hearing, and upon order of
the commissioner, may be subject to a civil fine of not more than $10,000.00 for each
violation.

(11) In addition to other remedies provided by law, an aggrieved member may bring an
action for actual monetary damages sustained as a result of a violation of this section. If
successful on the merits, the member shall be awarded actual monetary damages or $200.00,
whichever is greater, together with reasonable attorneys' fees. If the health care corporation
shows by a preponderance of the evidence that a violation ofthis section resulted from a bona
fide error notwithstanding the maintenance of procedures reasonably adapted to avoid the
error, the amount of recovery shall be limited to actual monetary damages.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1989, Act 132, Eff. Nov. 1, 1989

Constitutionality: This act is unconstitutional in the following threeparticulars:(1) The act's provision for
an actuary panel to resolve risk factor disputes is.an unconstitutional ‘delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).(2) The statutery restrictions on administrative
services only (ASO) contracts vielate.equal protection-of the laws insofar as they result“in arbitrary and
discriminatory treatment of health care corporationsvis-a-vis commercial insurers (MCL 550.1104(3),
550.1211, 550.1414a, 550:1415, and 550.1607(1)):(3) The commissioner's‘authority to.issue a cease and
desist order based on probable cause.against a‘health care corporation for noncompliance with the act
establishes an improper burden of proof(MCL 550.1402(7)).The Supreme.Court ruling on these three
areas of this act does not affectithe constitutionality of the remainder of'the act=Where, as here, the
unconstitutional provisions‘are easily sevetable, the remaindet of the'actineed not be affected. Blue Cross
and BluesShield of Michigan v Governor, 422 Mich 1; 367" NW2d.1 (1985).

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1402a Terms and conditions of certificate; form; description; requested information;
written request; “board certified” defined.

Sec. 402a.

(1) A health care corporation shall provide a written form in plain English to subscribers
upon enrollment that describes the terms and conditions of the corporation's certificate. The
form shall provide a clear, complete, and accurate description of all of the following, as
applicable:

(a) The service area.

(b) Covered benefits, including prescription drug coverage, with specifications regarding
requirements for the use of generic drugs.

(c) Emergency health coverages and benefits.

(d) Out-of-area coverages and benefits.

(e) An explanation of member financial responsibility for copayments, deductibles, and any
other out-of-pocket expenses.

(f) Provision for continuity of treatment if a provider's participation terminates during the
course of a member's treatment by that provider.

(g) The telephone number to call to receive information concerning member grievance
procedures.

(h) How the covered benefits apply in the evaluation and treatment of pain.

(1) A summary listing of the information available pursuant to subsection (2).
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(2) A health care corporation shall provide upon request to members for services offered
pursuant to section 502a a clear, complete, and accurate description of any of the following
information that has been requested:

(a) The current provider network in the certificate's service area, including names and
locations of participating providers by specialty or type of practice, a statement of limitations
of accessibility and referrals to specialists, and a disclosure of which providers will not accept
new members.

(b) The professional credentials of participating health professionals, including, but not
limited to, participating health professionals who are board certified in pain medicine and the
evaluation and treatment of pain and have reported that certification to the health care
corporation, including all of the following:

(1) Relevant professional degrees.

(i1) Date of certification by the applicable nationally recognized boards and.ether
professional bodies.

(ii1) The names of licensed facilitieson the provider panel where-the health professional
presently has privileges for the tfeatment, illness, or procedure that.is the subject of the
request.

(c) The licensing yerification telephone number for the Michigan department of consumer
and industry services that'can be accessed, for-information as to whether any disciplinary
actions or open formal complaints have beentaken or filed against a health care provider in
the immediately preceding 3 yeats.

(d) Any prior authorization requirements and any. limitations, restrictions, or exclusions,
including, but notdimited.to, drug formulary limitations and testrictions by category of
service,benefit, and‘provider, and, if applicable, by specific'service, benefit, or type of drug.

(e) Indication of the financial'relationships.between the health care corporation and any
closed provider panel including all of the"following as applicable:

(1) Whether-a fee-for-service arrangement exists, under which the provider is paid a
specified amount for each covered service rendered to the participant.

(i1) Whether a capitation arrangement exists, under which a fixed amount is paid to the
provider for all covered-services that are or may be rendered to each covered individual or
family.

(ii1)) Whether payments to providers are made based on standards relating to cost, quality, or
patient satisfaction.

(f) A telephone number and address to obtain from the health care corporation additional
information concerning the items described in subdivisions (a) to (e).

(3) Upon request, any of the information provided under subsection (2) shall be provided in
writing. A health care corporation may require that a request under subsection (2) be submitted
n writing.

(4) As used in this section, "board certified" means certified to practice in a particular
medical or other health profession specialty by the American board of medical specialties or
other national health professional organization.

History: Add. 1996, Act 516, Eff. Oct. 1, 1997 ;-- Am. 1998, Act 426, Eff. Apr. 1, 1999 ;-- Am. 2001, Act
242, Imd. Eff. Jan. §, 2002

Compiler's Notes: Enacting section 1 of Act 242 of 2001 provides:“Enacting section 1. The 2001
amendatory act that added section 402a(4) to the nonprofit health care corporation reform act, 1980 PA
350, MCL 550.1402a, shall not be construed as creating a new mandated benefit for any coverages issued
under the nonprofit health care corporation reform act, 1980 PA 350, MCL 550.1101 to 550.1704.”
Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350
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550.1402b Preexisting condition limitation or exclusion; prohibition; exception; “group”
defined.

Sec. 402b.

(1) For an individual covered under a nongroup certificate or under a certificate not covered
under subsection (2), a health care corporation may exclude or limit coverage for a condition
only if the exclusion or limitation relates to a condition for which medical advice, diagnosis,
care, or treatment was recommended or received within 6 months before enrollment and the
exclusion or limitation does not extend for more than 6 months after the effective date of the
certificate.

(2) A health care corporation shall not exclude or limit ¢overage for a preexisting condition
for an individual covered under a group certificates

(3) Notwithstanding subsection (1), a health ¢are corporation shall not-issue‘a certificate to a
person eligible for nongroup coverageor eligible fora certificate net covered under subsection
(2) that excludes or limits coverage for a preexisting condition or provides a waiting period if
all of the following apply:

(a) The person's most recent health coverage prior to applying for eoverage-with the health
care corporation was under a group health plan.

(b) The person was continuously covered prior to the application for coverage with the
health care corporation under l-or'more health plans/for an aggregate of atleast 18 months
with no break in coverage that exceeded 62 days.

(c) The person is'no longer eligiblefot group coverage and isinot eligible for medicare or
medicaid:

(d) Theperson did not lose eligibility for coverage for failure to pay any required
contribution or for an.act'to.defraud a health care corporation, a health insurer, or a health
maintenance organizafion.

(e) If the person was eligible for continuation of health coverage from that group health plan
pursuant to the consolidated omnibus budget reconciliation act of 1985, Public Law 99-272,
100 Stat. 82, he or she.has elected and exhausted that coverage.

(4) As used in this section, "group" means a group of 2 or more subscribers.

History: Add. 1996, Act 516, Eff. Oct. 1, 1997 ;-- Am. 1999, Act 7, Imd. Eff. Mar. 9. 1999
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1402¢ Termination of participation between primary care physician and health care
corporation; notice to member; effect of termination; definitions.

Sec. 402c¢.

(1) If participation between a primary care physician and a health care corporation
terminates, the physician may provide written notice of this termination within 15 days after
the physician becomes aware of the termination to each member who has chosen the physician
as his or her primary care physician. If a member is in an ongoing course of treatment with
any other physician who is participating with the health care corporation and the participation
between the physician and the health care corporation terminates, the physician may provide
written notice of this termination to the member within 15 days after the physician becomes
aware of the termination. The notices under this subsection may also describe the procedure
for continuing care under subsections (2) and (3).
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(2) If participation between a member's current physician and a health care corporation
terminates, the health care corporation shall permit the member to continue an ongoing course
of treatment with that physician as follows:

(a) For 90 days from the date of notice to the member by the physician of the physician's
termination with the health care corporation.

(b) If the member is in her second or third trimester of pregnancy at the time of the
physician's termination, through postpartum care directly related to the pregnancy.

(c) If the member is determined to be terminally ill prior to a physician's termination or
knowledge of the termination and the physician was treating the terminal illness before the
date of termination or knowledge of the termination, for the remainder of the member's life for
care directly related to the treatment of the terminal illness.

(3) Subsection (2) applies only if the physician agrees to all of the following:

(a) To participate on a per claim basis and to aecept as payment in full reimbursement from
the health care corporation at the rates applicable prior to the termination:

(b) To adhere to the health care corporation's standards for maintaining quality health care
and to provide to the health care'€orporation necessary medical information related'to the care.
(c) To otherwise adhere to the health care corporation's-policies and procedures, including,
but not limited to, those concerning utilization review, referrals, preauthorizations, and

treatment plans.

(4) A health care corporation shall proyide written notice to each participating physician that
if participation between the phySsician and the healthicaré.corporation terminates, the physician
may do both of the following:

(a) Notify the health care corporation's members under the care of the physician of the
termination if the physician does-so within 15 days after the physician becomes aware of the
termination.

(b) Include in the-notice under subdivision (a) a description of the procedures for continuing
care under subsections (2) and (3).

(5) This section does not.create an-obligation for a health care corporation to provide to a
member coverage beyond the maximum coverage limits permitted by the health care
corporation's certificate-with the member. This section does not create an obligation for a
health care corporation to expand who may be a primary care physician under a certificate.

(6) As used in this section:

(a) "Physician" means an allopathic physician, osteopathic physician, or podiatric physician.

(b) "Terminal illness" means that term as defined in section 5653 of the public health code,
1978 PA 368, MCL 333.5653.

(c) "Terminates" or "termination" includes the nonrenewal, expiration, or ending for any
reason of a participation agreement between a physician and a health care corporation, but
does not include a termination by the health care corporation for failure to meet applicable
quality standards or for fraud.

History: Add. 1999, Act 228, Eff. July 1, 2000 ;-- Am. 2000, Act 485, Imd. Eff. Jan. 11, 2001
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1402d Applicability of MCL 500.2212c¢ to health care corporation.
Sec. 402d.

Section 2212¢ of the insurance code of 1956, 1956 PA 218, MCL 500.2212c, applies to a
health care corporation.
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History: Add. 2013, Act 31, Eff. Mar. 14, 2014

550.1403 Payment of benefits; interest; claim form; exception.
Sec. 403.

(1) A health care corporation, on a timely basis, shall pay to a member benefits as are
entitled and provided under the applicable certificate. When not paid on a timely basis,
benefits payable to a member shall bear simple interest from a date 60 days after a satisfactory
claim form was received by the health care corporation, at a rate of 12% interest per annum.
The interest shall be paid in addition to, and at the time of payment of, the claim. Section
2006(7) to (14) of the insurance code of 1956, 1956 PA 218, MCL 500.2006, applies to a
health care corporation.

(2) A health care corporation shall specify in writing the 'matérials that constitute a
satisfactory claim form not later than 30 days after receipt of a claim, unl€ss the'claim is
settled within 30 days. If a claim form 1s not supplied as to the entiré\claim, the amount
supported by the claim form shall be considered to be paid on'a timely basis ifpaid within 60
days after receipt of the claim form by the corporation.\This subsection deesnét.apply to a
health care corporation whenpaying a claim undér section 2006(7).t6 (14) of the insurance
code of 1956, 1956 PA 218,"MCL 500.2006.

History: 1980, Act 350, Eff. Apr. 3,:1981,;=- Am. 2002, Act317Eff. Oct. 1, 2002

Compiler's Notes: Enacting section I of Act 317 0f2002 provides:“Enacting section 1. This amendatory
act takes effect on Octobet 1,,2002 and applies-to all health care claims/with'dates of service on and after
October 1, 2002.”

PopularName: Blue-Cross-Blue_Shield

Popular Name: Act 350

550.1403a Benefits paid byicheck or written instrument; escheat.
Sec. 403a.

Benefits paid by a health care corporation to a subscriber or provider by way of a check or
other similar written instrument for the transmission or payment of money, that is not cashed
within the period prescribed in the uniform unclaimed property act, shall escheat to the state
pursuant to the uniform unclaimed property act.

History: Add. 1990, Act 172, Imd. Eff. July 2, 1990 ;-- Am. 1995, Act 49, Eff. Jan. 1, 1996
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1403b Advertising material prohibited.
Sec. 403b.

A health care corporation shall not include in any bill for services or products any
advertising material for any other service or product sold by a subsidiary of the corporation.

History: Add. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1404 Violation of MCL 550.1402 or MCL 550.1403; private informal managerial-
level conference; review by commissioner; internal procedures; determination by
commissioner; expedited grievance procedure; procedural rules; hearing matter as
contested case; authorization to act on behalf of member.

Sec. 404.

(1) A person who has reason to believe that a health care corporation has violated section
402 or 403, if the violation was with respect to an action or inaction of the corporation with
respect to that person, is entitled to a private informal managerial-level conference with the
corporation, and to a review before the commissioner or his or her designee through
September 30, 2000 and beginning October 1, 2000 before an,independent review
organization under the patient's right to independent review act, if the conference fails to
resolve the dispute.

(2) A health care corporation shall establish réasonable internal procedures to provide a
person with a private informal managerial-level conference as proyided in subsection (1).
These procedures shall provide all of the following:

(a) That a final determination will be made in writing by.the'health care corporation not
later than 35 calendat days after a grievance is submitted ‘in writing by<the member. The timing
for the 35-calendar-day period may be tolled, however, for any périod.of time the member is
permitted to take under'the grievance procedute and for aperiod of time that.shall not exceed
10 days if the health care corporation has not received requested information.from a health
provider.

(b) A method of providing the person, upon.request and.payment of a reasonable copying
charge, with ififormation pertinent to thedenial of a eertificate or to the rate charged.

(c) A method for resolving the dispute promptly,andiinformally, while protecting the
interests of both the-personiand the corporation.

(d) That when'an\adverse determination-is made, a written statement in plain English
containing the reasons for the adverse determination is provided to the member along with
written notifications as-tequired under the patient's right to independent review act.

(e) A method for previding summary data on the number and types of complaints and
grievances filed. Beginning April 15, 2001, this summary data for the prior calendar year shall
be filed annually with the commissioner on forms provided by the commissioner.

(3) If the health care corporation fails to provide a conference and proposed resolution
within 30 days after a request by a person, or if the person disagrees with the proposed
resolution of the corporation after completion of the conference, the person is entitled to a
determination of the matter by the commissioner or his or her designee through September 30,
2000 and beginning October 1, 2000 by an independent review organization under the patient's
right to independent review act.

(4) A health care corporation shall establish, as part of its internal procedures, an expedited
grievance procedure. The expedited grievance procedure shall provide that a determination
will be made by the health care corporation not later than 72 hours after receipt of the
grievance. Within 10 days after receipt of a determination, the member may request a
determination of the matter by the commissioner or his or her designee through September 30,
2000 and beginning October 1, 2000 by an independent review organization under the patient's
right to independent review act. If the determination by the health care corporation is made
orally, the health care corporation shall provide a written confirmation of the determination to
the member not later than 2 business days after the oral determination. An expedited grievance
under this subsection applies if a grievance is submitted and a physician, orally or in writing,
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substantiates that the time frame for a grievance under subsections (1) to (3) would seriously
jeopardize the life or health of the member or would jeopardize the member's ability to regain
maximum function. This subsection does not apply to a provider's complaint concerning
claims payment, handling, or reimbursement for health care services. As used in this section,
"grievance" means an oral or written statement, by a member to the health care corporation
that the health care corporation has wrongfully refused or failed to respond in a timely manner
to a request for benefits or payment.

(5) The commissioner shall by rule establish a procedure for determination under this
section, which shall be reasonably calculated to resolve these matters informally and as rapidly
as possible, while protecting the interests of both the person and the health care corporation.

(6) If either the health care corporation or a person other than a member disagrees with a
determination of the commissioner or his or her designee under this section, the commissioner
or his or her designee, if requested to do so by eithenpartyyshalliproceed to hear the'matter as
a contested case under the administrative procedures act.

(7) A member may authorize in writing any persen, including, but\not limited to, a
physician, to act on his or her behalf at any stage in a grievance proceeding underithis'section.

History: 1980, Act 350, EAf. Apr. 35, 19814-- Am. 1996, Act 516, Eff. Oct. 1, 199775 Am..2000, Act 250,
Imd. Eff. June 29, 2000

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1405 Single billing form; development; explanation of-total bill for services.
Sec. 405«

(1) A health care corperation, ifi consultation with'the department of social services, shall
develop a single billing form to be used for the billing of each of the following: hospital
services, physician services, and-pharmaceutical services. If such forms are subsequently
developed by the federal goyernment, they may be used in the place of forms developed
pursuant to this subsection.

(2) A health care corporation shall provide each member with a detailed and accurate
explanation of his or her total bill for services rendered by a health care provider and provided
under a certificate with a health care corporation, including charges for specific types of
services rendered, the date of services rendered, the amounts reimbursed by the corporation,
and the reasons for denial of any payments for expenses incurred.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1406 Confidentiality of records; disclosures; consent; policy regarding protection of
privacy and confidentiality of personal data; violation as misdemeanor; penalty; civil
action for damages; effect of section on governmental agencies; compliance with federal
law and regulations; ""health care operations' defined.

Sec. 406.

(1) A health care corporation shall, in order to ensure the confidentiality of records
containing personal data that may be associated with identifiable members, use reasonable
care to secure these records from unauthorized access and to collect only personal data that are
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necessary for the proper review and payment of claims and for health care operations,
treatment, and research. Except as is necessary to comply with section 603 or for the purpose
of claims adjudication, claims verification, health care operations, treatment, research,
payment, health oversight activities, or when required by law, a health care corporation shall
not disclose records containing personal data that may be associated with an identifiable
member, or personal information concerning a member, to a person other than the member,
without the prior and specific informed consent of the member to whom the data or
information pertains. The member's consent shall be in writing. Except when a disclosure is
made to the commissioner or another governmental agency, a court, or any other governmental
entity, a health care corporation shall make a disclosure for which prior and specific informed
consent is not required upon the condition that the person to whom the disclosure is made
protect and use the disclosed data or information only in the manner authorized by the
corporation, pursuant to subsection (2). If a memberhas authorized the release-of personal
data to a specific person, a health care corporation shall make a disclosure,to that person upon
the condition that the person shall not felease the data to a third persen unless the member
executes in writing another prioriand specific informed consent authorizing the additional
release. This subsection does not preclude the release of information to a member, pertaining
to that member, by télephonegif the identity of the member is verified:“Thisisubsection does
not preclude a representative of a subscriber group, upon request’of asmember of that
subscriber group, or an ¢lected official, uponrequest of a‘eonstituent, from assisting the
individual in resolving a claim;

(2) The board of direetors of a-health care corporation shall establish and make public the
policy of the corperation.regarding thesprotection of the privacy,of members and the
confidentiality of personal data, Fhe policy, at a minimum,_shall do all of the following:

(a) Provide for the corperation's' implementation of provisions in this act and other
applicable laws respecting collection, sectrity, use, release of, and access to personal data.

(b) Identify-the routine uses of personal-data by the corporation; prescribe the means by
which members will be notified regarding those uses; and provide for notification regarding
the actual release of personal data and information that may be identified with, or that concern,
a member, upon specifie request by that member. As used in this subdivision, "routine use"
means the ordinary use or release of personal data compatible with the purpose for which the
data were collected.

(c) Assure that no person shall have access to personal data except on the basis of a need to
know.

(d) Establish the contractual or other conditions under which the corporation will release
personal data.

(e) Provide that enrollment applications and claim forms developed by the corporation shall
contain a member's consent to the release of data and information that is limited to the data
and information necessary for the proper review and payment of claims, and shall reasonably
notify members of their rights pursuant to the board's policy and applicable law.

(f) Provide that applicants for new or renewed certificates shall be advised that the
corporation does not require the use of the applicant's federal social security account number
and that, when applicable, another authority does require use of the number.

(3) A health care corporation that violates this section is guilty of a misdemeanor,
punishable by a fine of not more than $1,000.00 for each violation.

(4) A member may bring a civil action for damages against a health care corporation for a
violation of this section and may recover actual damages or $200.00, whichever is greater,
together with reasonable attorneys' fees and costs.
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(5) This section shall not be construed to limit access to records or to enlarge or diminish
the investigative and examination powers of governmental agencies, as provided for by law.

(6) Compliance by a corporation with the health insurance portability and accountability act
of 1996, Public Law 104-191, and regulations promulgated under that act, 45 CFR parts 160
and 164, satisfies subsections (1) and (2).

(7) As used in this section, "health care operations" means that term as defined in 45 CFR
164.501.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 2006, Act 218, Imd. Eff. June 26, 2006
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1407 Complaint system; procedures; response to ecomplaint; access to complaints and
responses; record of complaints; annual report; other legal remedies.

Sec. 407.

(1) A health care corporation shall establish and maintain a complaint system “which affords
adequate and reasonable,procedures.for the expeditious,resolution of written .complaints
initiated by members concerning any matter relating.to the provisions of a certificate. At a
minimum, proceduresishall be developed by a corporation for the'resolution of ¢laims for
reimbursement; denial, cancellations, or nonrenewals-of certificates; and.complaints regarding
the quality of the services delivered-by health care providers and health care facilities which
receive reimbursement/from.the corporation.

(2) A health,care-eorporation, within-30, days after reeeipt of written complaint, shall give a
reasondble written response to ¢éach written complaint' which it receives. The commissioner
shall have free access,as\defined in section 603(2), to complaints and responses, which shall
be made available to the commissionet for inspection. If the matter complained of is
reasonably believed by the complainant'to be a violation of section 402 or 403, the
complainant shall be entitled to ‘a-private informal managerial-level conference with the health
care corporation, as provided for in section 404.

(3) The health care corporation shall maintain a complete record of all of the written
complaints of its members which the corporation has received since the date of the last
examination. This record shall indicate the total number of complaints; and by line of
business, the nature of each complaint, the disposition of each complaint, and the time taken to
process each complaint.

(4) A health care corporation shall submit to the commissioner an annual report which
describes the complaint system of the corporation, and includes a compilation and analysis of
the written complaints filed with the corporation, their disposition and underlying causes, and
measures being implemented to alleviate those causes. The report shall be compiled in a
manner which protects an individual's right to privacy with respect to medical information and
shall not disclose the identity of a member by name or other personal identifier without the
member's consent pursuant to section 406(1). The annual report shall be a public record.

(5) This section shall not prevent a member from seeking other remedies available by law.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1408 False, dishonest, or fraudulent claim for payment as misdemeanor; penalty;
civil action; prosecution.

Sec. 408.

Any provider, member, or other person who knowingly makes, presents, or causes to be
presented to a health care corporation any false, dishonest, or fraudulent claim for payment to
or from the health care corporation, is guilty of a misdemeanor, punishable by a fine of not
more than $1,000.00 or imprisonment for not more than 3 months, or both. This section shall
not preclude a civil action for recovery of money due the corporation, nor shall it preclude the
prosecution of any such provider, member, or other person under the applicable provisions of
Act No. 328 of the Public Acts of 1931, as amended, being sections 750.1 to 750.568 of the
Michigan Compiled Laws.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1409 Civil actionfer negligence.
Sec. 409.

A civil action for negligence based upon, or arising,out of, the health care provider-patient
relationship shall not be maintained-against a health care corporation:

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name:Blue Cross-Blue Shield
Popular Name: Act 350

550.1409a Coverage.for childrenwho are full-time or part-time students; continuing
coverage if dependent student takes leave of absence due to illness or injury; eligibility;
requirements.

Sec. 409a.

(1) Any certificate delivered, issued for delivery, or renewed in this state that provides for
coverage for dependent children who are full-time or part-time students shall continue
coverage for that dependent student if the dependent student is covered under that certificate
and takes a leave of absence from school due to illness or injury. Coverage under this section
shall continue for 12 months from the last day of attendance in school or until the dependent
reaches the age at which coverage would otherwise terminate, whichever period is shorter.

(2) To qualify for coverage under this section, the dependent student's attending physician
shall certify in writing to the health care corporation that it is medically necessary for the
dependent student to take a leave of absence from school.

(3) Coverage under this section shall be provided at the same rate as that charged for
dependent student status.

(4) A dependent child must continue to meet all other eligibility requirements for dependent
coverage in the health care corporation's certificate or rider if the dependent child takes a leave
of absence from school due to illness or injury.

History: Add. 2006, Act 538, Eff. Jan. 1, 2007
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1410 Certificate providing coverage of dependent terminating at specified age;
exceptions.

Sec. 410.

Any certificate issued by a health care corporation that provides that coverage of a
dependent of the subscriber terminates at a specified age shall not terminate with respect to an
unmarried child who is incapable of self-sustaining employment by reason of developmental
disability or physical disability, if the following conditions are met:

(a) The child became incapable before 19 years of age and is chiefly dependent upon the
subscriber for support and maintenance.

(b) Before the child turns 19 years of age, or within 31 days after that, the subscriber has
submitted proof of the dependent's incapacity to the.corporations

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1998, Act/24,Imd. Eff. Mar, 12, 1998+ Am. 2014, Act
75, Imd. Eff. Mar. 28, 2014

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1410a Provisions,of group certificate;€lecting coverage under group conversion
certificate; notice of conversion privilege; requirements of group conyversion certificate;
premium; issuance; compliance;

Sec. 410a.

(1) Argroup cettificate that isqissued-or renewed i this state after December 31, 1990 shall
include provisions consistent,with'this section.

(2) If an individual subscriber has been.continuously covered under a group certificate for at
least 3 months immediately prior to.termination, the individual subscriber and his or her
covered spouse‘and dependentsimay elect coverage under a group conversion certificate upon
termination. As used in this.section, termination includes, but is not limited to, the following:

(a) Discontinuance of a group certificate in its entirety or with respect to a covered class.

(b) Loss of coverage due to voluntary or involuntary termination of employment except for
termination of employment because of gross misconduct.

(c) For a surviving spouse or dependent, death of an individual subscriber covered under a
group certificate.

(d) An event that causes a person, who is a spouse or dependent of an individual subscriber
at the time of the event, to cease to be a qualified family member under a group certificate.

(3) Coverage under a group conversion certificate shall take effect immediately upon the
termination of coverage under the group certificate.

(4) Notification of the conversion privilege shall be included in each certificate of coverage.

(5) A master certificate holder shall give written notice to an individual subscriber of the
option to elect a group conversion certificate within 14 days after the occurrence of subsection
(2)(a) or (b).

(6) An individual subscriber shall notify the health care corporation of his or her election to
convert to a group conversion certificate not later than 30 days after termination of coverage.
The first premium shall be paid to the health care corporation at the time the individual elects
to convert to a group conversion certificate.

(7) A group conversion certificate under this section:

(a) Shall be issued without evidence of insurability.
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(b) Shall not use conditions pertaining to health as a basis for classification.

(c) Shall not exclude a preexisting condition that is not excluded by the group certificate
solely because it is a preexisting condition.

(d) May provide that benefits may be reduced by the amount of benefits paid for a specific
covered service pursuant to the group certificate that has been terminated.

(8) The premium for a group conversion certificate under this section shall be determined
using the aggregate experience for all such certificates issued in this state by the health care
corporation and in accordance with premium rates applicable to the age, class of risk, and the
type and amount of coverage provided. The experience of an individual under a group
conversion certificate shall not be an acceptable basis for establishing that individual's rate for
his or her group conversion certificate.

(9) A health care corporation is not required to issue.a group conversion certificate under
this section if any of the following circumstancessapply:

(a) The individual is covered for similar.bénefits and to a similar extent,by another expense-
incurred hospital, medical, surgical, er'sick-care nsurance policy ercertificate, hospital or
medical service subscriber contract, medical practice or other prepayment plan, or other
expense-incurred plan or program,

(b) The individual'is covered under title XVIIof the'social security-act, chapter 531, 49
Stat. 620, 42 U.S.C."1395t0 1395b, 1395b-2,-1395¢ to 13951,,13951-1a'to 1395i-3, 1395j to
1395dd, 1395ff to 1395mm, and 139500:t0.1395¢ccc.

(c) If termination of an individual's coverage under a group certificate occurred because of
any of the following:

(1) The individual failed'to pay any.requited-Contribution.

(i1) DisContinued-group coverage was replaced by-group.coverage.

(i11) The individual.actedto defraud the health care corporation.

(10) A group conversion certificate under this section delivered outside this state for a group
certificate that'was issued and délivered in-this state shall comply with this section.

History: Add. 1989, Act 260, Imd. Eff. Dec. 26, 1989
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1410b Premium for group conversion certificate after January 1, 2014;
determination; rating factors.

Sec. 410b.

Notwithstanding section 410a(8), for a certificate delivered, issued for delivery, or renewed
in this state on or after January 1, 2014, the premium for a group conversion certificate under
section 410a shall be determined only by using the rating factors set forth in section 3474a of
the insurance code of 1956, 1956 PA 218, MCL 500.3474a.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1411-550.1413a Repealed. 1994, Act 40, Imd. Eff. Mar. 14, 1994.

Compiler's Notes: The repealed sections pertained to supplemental medicare benefits certificate without
preexisting condition exclusion or limitation, medicare supplemental buyer's guide, certificate to
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complement federal medicare program, and condition to issuance of certificate.
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1414 Expired. 1980, Act 430, Eff. Jan. 1, 1982.

Compiler's Notes: The expired section pertained to treatment of alcoholism and drug abuse.
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1414a Treatment of substance abuse; contracts; qualifications of provider; coverage
for intermediate and outpatient care for substance abuse required; demonstration
projects; substance abuse advisory committeé; report; contracts based on.final report;
reimbursement; group and nongroup.certificates; exceptions; option te decline coverage;
charges, terms, and conditions; reduction of coverage; deductibles'and copayment
provision; minimum coverage; adjustment; definitions; effective date of séction.

Sec. 414a.

(1) A health care corporation shall offéribenefits for the inpatient.treatment of substance
abuse by a licensed allopathic physician or a licensed-esteopathic physician in a health care
facility operated by this state ot approved by the department of publi¢ health for the
hospitalization for, or tteatment of, substance abuse.

(2) Subject.toisubsections (3), (5),and (7), a health caré corporation may enter into
contracts 'with providers for the rendering of inpatiént substance abuse treatment by those
providers.

(3) A contracting provider rendering inpatient substance abuse treatment for patients other
than adolescént patients shall bea licensed hospital or a substance abuse service program
licensed under article 6 of the\public health code, Act No. 368 of the Public Acts of 1978,
being sections 333.6101t0-333.6523 of the Michigan Compiled Laws, and shall meet the
standards set by the corporation for contracting health care facilities.

(4) A health care corporation shall provide coverage for intermediate and outpatient care for
substance abuse, upon issuance or renewal, in all group and nongroup certificates other than
service-specific certificates, such as certificates providing coverage solely for 1 of the
following: dental care; hearing care; vision care; prescription drugs; or another type of health
care benefit. Subject to subsections (5) and (7), a health care corporation may enter into
contracts with providers for the rendering of intermediate care, outpatient care, or both types
of care, for the treatment of substance abuse.

(5) A health care corporation shall enter into and maintain 5-year contracts with not less
than 5 providers in this state, as demonstration projects pursuant to section 207(1)(b), for the
rendering of inpatient, intermediate, and outpatient care to adolescent substance abuse
patients. A provider who contracts with a health care corporation for the rendering of inpatient,
intermediate, and outpatient care to adolescent substance abuse patients shall meet all of the
following requirements:

(a) Is accredited by the joint commission on accreditation of hospitals, the council on
accreditation for families and children, the commission on accreditation of rehabilitation
facilities, or the American osteopathic association.
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(b) If applicable, has obtained a certificate of need under part 221 of the public health code,
Act No. 368 of the Public Acts of 1978, being sections 333.22101 to 333.22181 of the
Michigan Compiled Laws.

(c) Is licensed by the office of substance abuse services under article 6 of the public health
code, Act No. 368 of the Public Acts of 1978.

(d) Is licensed by the department of social services as a child caring institution under Act
No. 116 of the Public Acts of 1973, being sections 722.111 to 722.128 of the Michigan
Compiled Laws.

(e) Agrees to follow generally accepted accounting principles and practices.

(f) Agrees to supply all data required to fulfill the objectives of the demonstration program.

(g) Agrees to work with the substance abuse advisory committee and the health care
corporation in conducting the evaluation of the demonstration program.

(6) The substance abuse advisory committee issestablished, with the cooperation of the
office of substance abuse services, under thedirection of the office of health and'medical
affairs. The committee shall consist of 7 membersite'include the director,of the office of health
and medical affairs or his or her designee, the administrator of the ‘office of substance abuse
services or his or her designee; a representative of the department of public health, 2 designees
of the chief executive officer of @ health care corporation Contractingfora demonstration
project under subsection (5), a member of the-family of an adolescent-substance abuser to be
appointed by the office of health and medical-affairs, and-a service provider of.an adoelescent
substance abuse treatment program to be appointed by the office of health and.medical affairs.
The substance abuse advisory committee shall evaluate each demonstration project and shall
report at the conclusioniof'‘each demonstration-project to the senate and house standing
committe€s tesponsible for publie health 1ssues. A final report of all the demonstration projects
shall be issued by not later than Décember 31,1994, and shall include evaluations of and
recommendations_cencerning all of the following:

(a) The costof specialized adolescent substance abuse treatment compared with the
effectiveness 0f adolescent substance abuse treatment.

(b) The cost and effectiveness of the different levels of adolescent substance abuse
treatment, including inpatient, intermediate, and outpatient care and aftercare programs.

(7) Based on the final report submitted pursuant to subsection (6), beginning December 31,
1994, a health care corporation shall continue to enter into and maintain contracts with not less
than 5 providers in this state, and may enter into additional contracts for the rendering of
inpatient, intermediate, and outpatient care to adolescent substance abuse patients if the
provider meets the requirements of subsection (5)(a) to (e). Contracts entered into under this
subsection shall be based upon the recommendations of the final report submitted pursuant to
subsection (6).

(8) A health care corporation shall reimburse providers for the rendering of inpatient,
intermediate, and outpatient care to adolescent substance abuse patients at a rate that shall be
commensurate with reimbursement rates for other similar providers rendering inpatient,
intermediate, and outpatient care to adolescent substance abuse patients.

(9) In the case of group certificates, if the amount due for a group certificate would be
increased by 3% or more because of the provision of the coverage required under subsection
(4), the master policyholder shall have the option to decline the coverage required to be
provided under subsection (4). In the case of nongroup certificates, if the total amount due for
all nongroup certificates of the health care corporation would be increased by 3% or more
because of the provision of the coverage required under subsection (4), the subscriber for each
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such certificate shall have the option to decline the coverage required to be provided under
subsection (4).

(10) Charges, terms, and conditions for the coverage for intermediate and outpatient care for
substance abuse required to be provided under subsection (4) shall not be less favorable than
the maximum prescribed for any other comparable service.

(11) The coverage for intermediate and outpatient care for substance abuse required to be
provided under subsection (4) shall not be reduced by terms or conditions which apply to other
items of coverage in a certificate, group or nongroup. This subsection shall not be construed to
prohibit certificates that provide for deductibles and copayment provisions for coverage for
intermediate and outpatient care for substance abuse, as approved by the commissioner.

(12) The coverage for intermediate and outpatient care for substance abuse required to be
provided under subsection (4) shall, at a minimum, provide for up to $1,500.00 in health care
benefits for intermediate and outpatient care for substance:abuse per member peryear. This
minimum shall be adjusted by March 31, 1982 and by March 31 each year thefeafter in
accordance with the annual average percentage inerease or decreasesin the United States
consumer price index for the 12-month period ending the preceding.December 3 1y

(13) As used in this section:

(a) "Adolescent" means andndividual who is less than 18 years of age, but more than 11
years of age.

(b) "Intermediate care" means theuse, in afull 24-hourresidential therapy-setting,cor in a
partial, less than 24-hour, residéntial therapy setting; of any or all of the following therapeutic
techniques, as identified-in'a treatment plan for,individuals physielogically or psychologically
dependent upon or-abusing alcohol or-drugs;

(1) Chemotherapy:

(i1) Counseling.

(ii1) Detoxificationsservices.

(iv) Other ancillary/services, such as'medical testing, diagnostic evaluation, and referral to
other servicesiidentified in a‘tréatment plan.

(c) "Outpatient care"means‘the use, on both a scheduled and a nonscheduled basis, of any
or all of the following'therapeutic techniques, as identified in a treatment plan for individuals
physiologically or psychologically dependent upon or abusing alcohol or drugs:

(i) Chemotherapy.

(i1) Counseling.

(ii1) Detoxification services.

(iv) Other ancillary services, such as medical testing, diagnostic evaluation, and referral to
other services identified in a treatment plan.

(d) "Substance abuse" means that term as defined in section 6107 of the public health code,
Act No. 368 of the Public Acts of 1978, being section 333.6107 of the Michigan Compiled
Laws.

History: Add. 1980, Act 430, Eff. Jan. 1, 1982 ;-- Am. 1988, Act 345, Imd. Eff. Oct. 25, 1988
Constitutionality: This act is unconstitutional in the following three particulars:(1) The act's provision for
an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
that it lacks adequate standards (MCL 550.1205(6)).(2) The statutory restrictions on administrative
services only (ASO) contracts violate equal protection of the laws insofar as they result in arbitrary and
discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3),
550.1211, 550.1414a, 550.1415, and 550.1607(1)).(3) The commissioner's authority to issue a cease and
desist order based on probable cause against a health care corporation for noncompliance with the act
establishes an improper burden of proof (MCL 550.1402(7)).The Supreme Court ruling on these three
areas of this act does not affect the constitutionality of the remainder of the act. Where, as here, the
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unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross
and Blue Shield of Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1414b Offer of wellness coverage by health care corporation.
Sec. 414b.

(1) A health care corporation may offer group wellness coverage. Wellness coverage may
provide for an appropriate rebate or reduction in premiums or for reduced copayments,
coinsurance, or deductibles, or a combination of these incentives, for participation in any
health behavior wellness, maintenance, or improvement ptogram offered by the employer. The
employer shall provide evidence of demonstrativesmaintenance.or improvement of the
members' health behaviors as determined bytassessments of agreed-upon-health status
indicators between the employer and.the health care.corporation. Any rebate or premium
provided by the health care corporation is‘presumed to be appropriate unless credible data
demonstrate otherwise, but shall not exceed 30% of paid premiums, unless otherwise approved
by the commissioner: A health-care corporation shall make“available tosemployers all wellness
coverage plans that it markets to employers/n'this'state.

(2) A health care corporation may,offer nongroup wellness coverage. Wellness coverage
may provide for an appropriatetebate or reductionin premiums or for.reduced.copayments,
coinsurance, or deductibles, or a-combination-of these incentives,for participation in any
health behaviorwellness, maintenances, 0r improvement progiram approved by the health care
corporatioh. . The:member shall provide evidence of demonstrative maintenance or
improvement.of the individual's'or family's health'behaviors as determined by assessments of
agreed-upon health status,indicators between the member and the health care corporation. Any
rebate of premium provided by theealth-eare corporation is presumed to be appropriate
unless credible data demonstrate otherwise, but shall not exceed 30% of paid premiums,
unless otherwise approved by the commissioner. A health care corporation shall make
available to individuals.all wellness coverage plans that it markets to individuals in this state.

(3) A health care corporation is not required to continue any health behavior wellness,
maintenance, or improvement program or to continue any incentive associated with a health
behavior wellness, maintenance, or improvement program.

History: Add. 2006, Act 413, Eff. Mar. 30, 2007 ;-- Am. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Compiler's Notes: Enacting section 2 of Act 413 of 2006 provides:"Enacting section 2. It is only the
intent of this amendatory act to promote the availability of health behavior wellness, maintenance, and
improvement programs."

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1415 Benefits for prosthetic devices.
Sec. 415.

(1) Not later than 12 months after the effective date of this act, a health care corporation
shall offer or include coverage, in all group and nongroup certificates, to provide benefits for
prosthetic devices to maintain or replace the body part of an individual whose covered illness
or injury has required the removal of that body part. However, certificates resulting from
collective bargaining agreements shall be exempted from this subsection. This coverage shall
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provide that reasonable charges for medical care and attendance for an individual fitted with a
prosthetic device shall be covered benefits after the individual's attending physician has
certified the medical necessity or desirability for a proposed course of rehabilitative treatment.

(2) Not later than 12 months after the effective date of this act, a health care corporation
shall include coverage, in all group and nongroup certificates, to provide benefits for
prosthetic devices to maintain or replace the body part of an individual who has undergone a
mastectomy. This coverage shall provide that reasonable charges for medical care and
attendance for an individual who receives reconstructive surgery following a mastectomy or
who is fitted with a prosthetic device shall be covered benefits after the individual's attending
physician has certified the medical necessity or desirability of a proposed course of
rehabilitative treatment. The cost and fitting of a prosthetic device following a mastectomy is
included within the type of coverage intended by this subsection.

History: 1980, Act 350, Eff. Apr. 3, 1981

Constitutionality: This act is unconstitutional-ift the following three particulars:(1),The.act's provision for
an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislatiye authority in
that it lacks adequate standards (MCL .550.1205(6)).(2) The statutory testrictions on administrative
services only (ASO) contracts violate'equal protection of the laws.insofar as they result inarbitrary and
discriminatory treatment of health-care corporations vis-a-vis commercial insurers (MCL550.1104(3),
550.1211, 550.1414a, 550.1415, and 550.1607(1)):(3). The ‘commissioner's authority to issue a cease and
desist order based on probable cause against<a health' care corporation for nencompliance with the act
establishes an improper burden of proof (MCL 550.1402(7))<The’Supreme Courtruling on'these three
areas of this act does not affect-the constitutionality‘of the remaifider of the act. Whete, as here, the
unconstitutional provision§ are.easily severablesthe remainder of the actieed not be affected. Blue Cross
and Blue Shield of Michigan'v Governor, 422 Mich™1; 367 NW2d"1, (1985).

Popular-Name: Blue-Cross-Blue Shield

Popular Name: Act 350

550.1416 Coverage for breast.cancer diagnostic services, breast cancer outpatient
services, and breast cancer rehabilitative services; coverage for breast cancer screening
mammography; definitions; effective date of section.

Sec. 416.

(1) Subject to dollar limits, deductibles, and coinsurance provisions that are not less
favorable than those for physical illness generally, a health care corporation shall offer or
include, in each group and nongroup certificate, coverage for breast cancer diagnostic
services, breast cancer outpatient treatment services, and breast cancer rehabilitative services.

(2) Subject to dollar limits, deductibles, and coinsurance provisions that are not less
favorable than those for physical illness generally, a health care corporation shall offer or
include, in each group and nongroup certificate, the following coverage for breast cancer
screening mammography:

(a) If performed on a woman 35 years of age or older and under 40 years of age, coverage
for 1 screening mammography examination during that 5-year period.

(b) If performed on a woman 40 years of age or older, coverage for 1 screening
mammography examination every calendar year.

(3) As used in this section:

(a) "Breast cancer diagnostic services" means a procedure intended to aid in the diagnosis of
breast cancer, delivered on an inpatient or outpatient basis, including but not limited to
mammography, surgical breast biopsy, and pathologic examination and interpretation.
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(b) "Breast cancer rehabilitative services" means a procedure intended to improve the result
of, or ameliorate the debilitating consequences of, treatment of breast cancer, delivered on an
inpatient or outpatient basis, including but not limited to, reconstructive plastic surgery,
physical therapy, and psychological and social support services.

(c) "Breast cancer screening mammography" means a standard 2-view per breast, low-dose
radiographic examination of the breasts, using equipment designed and dedicated specifically
for mammography, in order to detect unsuspected breast cancer.

(d) "Breast cancer outpatient treatment services" means a procedure intended to treat cancer
of the human breast, delivered on an outpatient basis, including but not limited to surgery,
radiation therapy, chemotherapy, hormonal therapy, and related medical follow-up services.

(4) This section shall take effect November 1, 1989.

History: Add. 1989, Act 57, Eff. Nov. 1, 1989
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1416a Coverage for drug used in antineoplastic therapy and cost of its
administration; conditions.

Sec. 416a.

A health care corporation shalliprovide coverage imeach group and nongtoup certificate for
a federal food and drug administration approved drug used in antineoplastic therapy and the
reasonable cost of its administration. Coyerage shall be provided regardless of whether the
specific neoplasm-for which the drug'is being used as tredtment is the specific neoplasm for
which the drug has received approyal by the federal food and drug administration if all of the
following conditions are'met:

(a) The drug isrotdered by a physician for the treatment of a specific type of neoplasm.

(b) The drug-is‘approved by the federal food and drug administration for use in
antineoplastic therapy.

(c) The drug is used as part of an antineoplastic drug regimen.

(d) Current medical literature substantiates its efficacy and recognized oncology
organizations generally accept the treatment.

(e) The physician has obtained informed consent from the patient for the treatment regimen
which includes federal food and drug administration approved drugs for off-label indications.

History: Add. 1989, Act 57, Imd. Eff. June 16, 1989
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1416b Establishment of program to prevent onset of clinical diabetes required;
report; coverages; “diabetes” defined.

Sec. 416b.

(1) A health care corporation shall establish and provide to members and participating
providers a program to prevent the onset of clinical diabetes. This program for participating
providers shall emphasize best practice guidelines to prevent the onset of clinical diabetes and
to treat diabetes, including, but not limited to, diet, lifestyle, physical exercise and fitness, and
early diagnosis and treatment.
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(2) A health care corporation shall regularly measure the effectiveness of a program
provided pursuant to subsection (1) by regularly surveying group and nongroup members
covered by the certificate. Not later than 2 years after the effective date of the amendatory act
that added this section, each health care corporation shall prepare a report containing the
results of the survey and shall provide a copy of the report to the department of community
health.

(3) A health care corporation certificate shall provide benefits in each group and nongroup
certificate for the following equipment, supplies, and educational training for the treatment of
diabetes, if determined to be medically necessary and prescribed by an allopathic or
osteopathic physician:

(a) Blood glucose monitors and blood glucose monitors forthe legally blind.

(b) Test strips for glucose monitors, visual reading and urine testing strips, lancets, and
spring-powered lancet devices.

(c) Insulin.

(d) Syringes.

(e) Insulin pumps and medical supplies required for the use of an.insulin pump:

(f) Nonexperimental medication for controlling blood sugar.

(g) Diabetes self-management training to ensure that persons with.diabetes-are trained as to
the proper self-management and treatment of-their'diabetic condition:

(4) A health care corporation certificate shall provide benefits in each groupsand nengroup
certificate for medically necessaryimedications preseribeéd-by.an allopathic; osteopathic, or
podiatric physician and-used in'the treatmentof foot ailments, inféctions, and other medical
conditions of the foot, ankle, or nails associated with diabetes.

(5) Coverage under subsection+(3) for'diabetessselfsmanagement training is subject to all of
the following:

(a) Is limited to compleétion of a certified diabetes education program upon occurrence of
either of the following:

(1) If considered medically necessary upon the diagnosis of diabetes by an allopathic or
osteopathic physician,whao is managing the patient's diabetic condition and if the services are
needed under a comprehensive plan of care to ensure therapy compliance or to provide
necessary skills and knowledge.

(i1) If an allopathic or osteopathic physician diagnoses a significant change with long-term
implications in the patient's symptoms or conditions that necessitates changes in a patient's
self-management or a significant change in medical protocol or treatment modalities.

(b) Shall be provided by a diabetes outpatient training program certified to receive medicare
or medicaid reimbursement or certified by the department of community health. Training
provided under this subdivision shall be conducted in group settings whenever practicable.

(6) Benefits under this section are not subject to dollar limits, deductibles, or copayment
provisions that are greater than those for physical illness generally.

(7) As used in this section, "diabetes" includes all of the following:

(a) Gestational diabetes.

(b) Insulin-dependent diabetes.

(c) Non-insulin-dependent diabetes.

History: Add. 2000, Act 424, Eff. Mar. 28, 2001
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1416¢ Off-label use of approved drug; coverage; conditions; compliance; use of
copayment, deductible, sanction, or utilization control; limitation; definitions.

Sec. 416¢.

(1) A health care corporation group or nongroup certificate that provides pharmaceutical
coverage shall provide coverage for an off-label use of a federal food and drug administration
approved drug and the reasonable cost of supplies medically necessary to administer the drug.

(2) Coverage for a drug under subsection (1) applies if all of the following conditions are
met:

(a) The drug is approved by the federal food and drug administration.

(b) The drug is prescribed by an allopathic or osteopathic physician for the treatment of
either of the following:

(1) A life-threatening condition so long as the drug.is medically necessary to.tréat that
condition and the drug is on the plan formulaty or accessible through the-health plan's
formulary procedures.

(i1) A chronic and seriously debilitating condition so long as the'drug is medically necessary
to treat that condition and the'drug is on the plan formuldry. or accessible through the health
plan's formulary pro¢edures.

(c) The drug has been recognized for treatment for the condition for.which it is prescribed
by 1 of the following:

(1) The American medical association drug evaluations.

(i) The American hospital formulary serviee drug information.

(ii1) The United-States pharmacopoeia‘dispensing information, volume 1, "drug information
for the hedlth care professional'’s

(iv) Twe articles from major peer-reviewed medical journals that present data supporting the
proposed off-label use or'uses as generallyssafe and effective unless there is clear and
convincing contradictory evidence presented in a major peer-reviewed medical journal.

(3) Upon request, the preseribing-allopathic or osteopathic physician shall supply to the
health care corporation-documentation supporting compliance with subsection (2).

(4) This section does.not prohibit the use of a copayment, deductible, sanction, or a
mechanism for appropriately controlling the utilization of a drug that is prescribed for a use
different from the use for which the drug has been approved by the food and drug
administration. This may include prior approval or a drug utilization review program. Any
copayment, deductible, sanction, prior approval, drug utilization review program, or
mechanism described in this subsection shall not be more restrictive than for prescription
coverage generally.

(5) As used in this section:

(a) "Chronic and seriously debilitating" means a disease or condition that requires ongoing
treatment to maintain remission or prevent deterioration and that causes significant long-term
morbidity.

(b) "Life-threatening" means a disease or condition where the likelihood of death is high
unless the course of the disease is interrupted or that has a potentially fatal outcome where the
end point of clinical intervention is survival.

(c) "Off-label" means the use of a drug for clinical indications other than those stated in the
labeling approved by the federal food and drug administration.

History: Add. 2002, Act 539, Eff. Jan. 22, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1416d Coverage for obstetrical and gynecological services by physician or nurse
midwife.

Sec. 416d.

(1) As used in this section, "nurse midwife" means an individual licensed as a registered
professional nurse under article 15 of the public health code, 1978 PA 368, MCL 333.16101 to
333.18838, who has been issued a specialty certification in the practice of nurse midwifery by
the Michigan board of nursing under section 17210 of the public health code, 1978 PA 368,
MCL 333.17210.

(2) Effective March 1, 2005, a group or nongroup certificate that provides coverage for
obstetrical and gynecological services shall include coyerage for obstetrical and gynecological
services whether performed by a physician or a nurse midwife acting within the scope of his or
her license or specialty certification or shall do 1 or both of the following:

(a) Offer to provide coverage for obstetrical and.gynecological sexvices whether performed
by a physician or a nurse midwifé acting within'the scope of his or.her license or specialty
certification.

(b) Ofter to provide coverage for maternity services and gynecologieal services rendered
during pre- and post-natalicare whether performed by a physician or, anurse midwife acting
within the scope of his'or her license or specialty certification.

History: Add. 2004, Act 374, Imd. Eff\Oct. 11, 2004

550.1416e Diagnosis and treatment of autism spectrum disorders; coverage; prohibition;
availability of other benefits; conditions; qualified health plan offered through American
health benefit exchange pursuant to federal law; prescription drug plan; coordinated
benefits; definitions.

Sec. 416¢.

(1) Except as otherwise provided in this section, a health care corporation group or
nongroup certificate shall provide coverage for the diagnosis of autism spectrum disorders and
treatment of autism spectrum disorders. A health care corporation shall not do any of the
following:

(a) Limit the number of visits a member may use for treatment of autism spectrum disorders
covered under this section.

(b) Deny or limit coverage under this section on the basis that treatment is educational or
habilitative in nature.

(c) Except as otherwise provided in this subdivision, subject coverage under this section to
dollar limits, copays, deductibles, or coinsurance provisions that do not apply to physical
illness generally. Coverage under this section for treatment of autism spectrum disorders may
be limited to a member through 18 years of age and may be subject to a maximum annual
benefit as follows:

(1) For a covered member through 6 years of age, $50,000.00.

(i1) For a covered member from 7 years of age through 12 years of age, $40,000.00.

(ii1) For a covered member from 13 years of age through 18 years of age, $30,000.00.

(2) This section does not limit benefits that are otherwise available to a member under a
certificate. A health care corporation shall utilize evidence-based care and managed care cost-
containment practices pursuant to the health care corporation's procedures so long as that care
and those practices are consistent with this section. The coverage under this section may be
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subject to other general exclusions and limitations of the certificate, including, but not limited
to, coordination of benefits, participating provider requirements, restrictions on services
provided by family or household members, utilization review of health care services including
review of medical necessity, case management, and other managed care provisions.

(3) If a member is receiving treatment for an autism spectrum disorder, a health care
corporation may, as a condition to providing the coverage under this section, do all of the
following:

(a) Require a review of that treatment consistent with current protocols and may require a
treatment plan. If requested by the health care corporation, the cost of treatment review shall
be borne by the health care corporation.

(b) Request the results of the autism diagnostic observation:schedule that has been used in
the diagnosis of an autism spectrum disorder for that member.

(c) Request that the autism diagnostic observatiomschedule be performed on<that member
not more frequently than once every 3 years:

(d) Request that an annual development evaluatien be conducted-and the results of that
annual development evaluation be submitted tothe health car€ corporation.

(4) Beginning January 1, 2014, a qualified health plan.effered through an American health
benefit exchange established in this state pursuant to the féderal act is'not required to provide
coverage under this section to the extent thatit exceeds coverage/thatis included in the
essential health benefits as required pursuantto the federal act. As used inthisssubseection,
"federal act" means the federalipatient protection and affordable care act, Public Law 111-148,
as amended by the federal health-care and education reconciliatien act of 2010, Public Law
111-152, and any regulations promulgated under those acts:

(5) This section-does not require thé coverage of prescription drugs and related services
unless theimember is covered by.a'prescription drug plan. This section does not require a
health care corporation to\provide coverage for autism spectrum disorders to a member under
more than 1 of‘its certificates. If'a meémber-has more than 1 policy, certificate, or contract that
covers autism'spectrum disorders, the benefits provided are subject to the limits of this section
when coordinating benefits.

(6) As used in this seetion:

(a) "Applied behavior analysis" means the design, implementation, and evaluation of
environmental modifications, using behavioral stimuli and consequences, to produce
significant improvement in human behavior, including the use of direct observation,
measurement, and functional analysis of the relationship between environment and behavior.

(b) "Autism diagnostic observation schedule" means the protocol available through western
psychological services for diagnosing and assessing autism spectrum disorders or any other
standardized diagnostic measure for autism spectrum disorders that is approved by the
commissioner, if the commissioner determines that the diagnostic measure is recognized by
the health care industry and is an evidence-based diagnostic tool.

(c) "Autism spectrum disorders" means any of the following pervasive developmental
disorders as defined by the diagnostic and statistical manual:

(1) Autistic disorder.

(i1) Asperger's disorder.

(ii1) Pervasive developmental disorder not otherwise specified.

(d) "Behavioral health treatment" means evidence-based counseling and treatment
programs, including applied behavior analysis, that meet both of the following requirements:

(1) Are necessary to develop, maintain, or restore, to the maximum extent practicable, the
functioning of an individual.
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(i1) Are provided or supervised by a board certified behavior analyst or a licensed
psychologist so long as the services performed are commensurate with the psychologist's
formal university training and supervised experience.

(e) "Diagnosis of autism spectrum disorders" means assessments, evaluations, or tests,
including the autism diagnostic observation schedule, performed by a licensed physician or a
licensed psychologist to diagnose whether an individual has 1 of the autism spectrum
disorders.

(f) "Diagnostic and statistical manual" or "DSM" means the diagnostic and statistical
manual of mental disorders published by the American psychiatric association or other manual
that contains common language and standard criteria for the classification of mental disorders
and that is approved by the commissioner, if the commissioner determines that the manual is
recognized by the health care industry and the classification of mental disorders is at least as
comprehensive as the manual published by the American psychiatric association on'the
effective date of this section.

(g) "Pharmacy care" means medications prescribed by a licensed-physician and related
services performed by a licensed pharmacist and any health-related.services considered
medically necessary to determine the need or effectivenéss.of the medications.

(h) "Psychiatric care" means evidence-based direct or consultativesservicesprovided by a
psychiatrist licensed in thé state in which.the psychiatrist practices.

(1) "Psychological care" means evidence-based direct on consultative services provided by a
psychologist licensed in the state'in which the psychologist practices,

(j) "Therapeutic care'~-means evidence-based services provided/by a licensed or certified
speech therapist, occupational therapist, physieal therapists-ot social worker.

(k) "Treatment of-autism speetrum disorders" means evidence-based treatment that includes
the following'care prescribed orordered for an individual diagnosed with 1 of the autism
spectrum disorders by a licensed physiciatior alicensed psychologist who determines the care
to be medicallyynecessary:

(1) Behaviotal ‘health treatment.

(i1) Pharmacy care.

(111) Psychiatric care.

(iv) Psychological care.

(v) Therapeutic care.

(1) "Treatment plan" means a written, comprehensive, and individualized intervention plan
that incorporates specific treatment goals and objectives and that is developed by a board
certified or licensed provider who has the appropriate credentials and who is operating within
his or her scope of practice, when the treatment of an autism spectrum disorder is first
prescribed or ordered by a licensed physician or licensed psychologist as described in
subdivision (k).

History: Add. 2012, Act 99, Imd. Eff. Apr. 18, 2012

Compiler's Notes: Enacting section 1 of Act 99 of 2012 provides:"Enacting section 1. This amendatory
act applies to certificates delivered, executed, issued, amended, adjusted, or renewed in this state
beginning 180 days after the date this amendatory act is enacted into law."

550.1417 Hospice care; contracts with health care corporation; description of benefit.
Sec. 417.

(1) A health care corporation shall offer to include benefits for hospice care in each
certificate that provides benefits for inpatient hospital care.
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(2) A health care corporation may enter into contracts with health care providers for the
rendering of hospice care. A contracting health care provider shall be a licensed hospice under
article 17 of the public health code, Act No. 368 of the Public Acts of 1978, being sections
333.20101 to 333.22260 of the Michigan Compiled Laws, and shall meet the standards set by
the corporation for contracting health care providers.

(3) If benefits for hospice care are provided, a description of the hospice benefit shall be
included in communications sent to the individual or group purchaser of coverage.

History: Add. 1984, Act 369, Eff. Jan. 1, 1986 ;-- Am. 1994, Act 235, Imd. Eff. June 30, 1994
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1418 Emergency health services; medical coverage required; “stabilization” defined.
Sec. 418.

(1) A health care corporation certificate that provides coverage for emergency health
services shall provide coverage for medically necessary services provided to.amember for the
sudden onset of a medieal condition.that manifests'itself by signs and syimptoms-of sufficient
severity, including severe pain, such that the.absence.of immediatesmedical attention could
reasonably be expected.to result in serieus,jeopardy to the individual's health or,to\a pregnancy
in the case of a pregnant woman, serious‘impairmentto bodily functions,.orserious
dysfunction of any bodily organ or part. A health care corporation shall'not require a physician
to transfer a patient before the physician determines that the patient has reached the point of
stabilization. A health care corporation-shall'not deny payment for emergency health services
up to the point of'stabilization previded to a membér under this subsection because of either of
the following:

(a) The final diagnosis.

(b) Prior authorization was not given by the health care corporation before emergency
health services were provided.

(2) As used in this §ection, "stabilization" means the point at which no material deterioration
of a condition is likely, within reasonable medical probability, to result from or occur during
transfer of the patient.

History: Add. 1998, Act 124, Imd. Eff. June 10, 1998 ;-- Am. 2004, Act 8, Imd. Eff. Feb. 20, 2004
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1419 Certificate offering dependent coverage to child; denial of enrollment on
certain grounds prohibited.

Sec. 419.

A health care corporation certificate that offers dependent coverage shall not deny
enrollment to a subscriber's child on any of the following grounds:

(a) The child was born out of wedlock.

(b) The child is not claimed as a dependent on the subscriber's federal income tax return.

(c) The child does not reside with the subscriber or in the health care corporation's service
area.
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History: Add. 1995, Act 238, Eff. Mar. 28, 1996
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1419a Eligibility of parent for dependent coverage; health coverage of child through
noncustodial parent; court or administrative order and notice required.

Sec. 419a.

(1) If a parent is eligible for dependent coverage through a health care corporation, the
health care corporation shall:

(a) Permit the parent to enroll, under the dependent coverage, a child who is otherwise
eligible for coverage without regard to any enrollment.season testrictions.

(b) If the parent is enrolled but fails to make applicationito obtain coverage.for the child,
enroll the child under dependent coverage upon application by the friend-ef the court or by the
child's other parent through the friend 61 the court:

(c) Not eliminate the child's coverage unless premiums have notibeen paid as.required by
the certificate or the health eate corporation is provided with satisfactory written evidence of
either of the following:

(i) The court or administrative order is.na longer in effect.

(1) The child is or will be enrolled in comparable health ceverage through-another-health
care corporation, insurer, health maintenance organization, or.self-funded health coverage plan
that will take effect notdater than'the effective dateof the cancellation of the existing
coverage.

(2) If-a'child\has-health coverage through a health-eare corporation of a noncustodial parent,
that health care corporation‘shall.do all of the-following:

(a) Provide the custodial parent with.information necessary for the child to obtain benefits
through that coverage.

(b) Permit the custodial patent or;»with the custodial parent's approval, the provider to
submit a claim for coyered services without the noncustodial parent's approval.

(c) If applicable, reimburse or make payment on claims submitted by the custodial parent or
medical provider for services obtained or provided under subdivision (b).

(3) This section applies only if a parent is required by a court or administrative order to
provide health coverage for a child and the health care corporation is notified of that court or
administrative order.

History: Add. 1995, Act 238, Eff. Mar. 28, 1996
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1419b Individual eligible under title XIX of social security act; assignment of rights
of subscriber to department of social services.

Sec. 419b.

(1) A health care corporation shall not consider whether an individual is eligible for or has
available medical assistance under title XIX of the social security act, chapter 531, 49 Stat.
620, 42 U.S.C. 1396 to 1396g and 1396i to 1396v, in this or another state when considering
eligibility for coverage or making payments under its plan for eligible subscribers.

(2) If a health care corporation has a legal liability to make payments, and payment for
covered expenses for medical goods or services furnished to an individual has been made
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under the medical assistance program established under section 105 of the social welfare act,
Act No. 280 of the Public Acts of 1939, being section 400.105 of the Michigan Compiled
Laws, the department of social services has the rights of the individual to payment by the
health care corporation to the extent payment was made by the department of social services's
medical assistance program for those medical goods or services.

(3) If the department of social services has been assigned the rights of a subscriber who is
eligible for medical assistance under section 105 of Act No. 280 of the Public Acts of 1939
and is covered by a health care corporation, the health care corporation shall not impose
requirements on the department of social services that are different from requirements that
apply to an agent or assignee of any other covered subscriber.

History: Add. 1995, Act 238, Eff. Mar. 28, 1996
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1420-550.1430 Repealed. 2006, Act 441, Imd. Eff. Oct: 19, 2006.

Compiler's Notes: The'repealed sections pertained to.individualand group long-term care coverage.
Popular Name: Act 218

550.1435 “Program” defined:
Sec. 435.

As used i sections 436 to 439y, "program" means-the Michigan caring program created in
section 436.

History: Add. 19915 Act 60, Imd. Eff. June 2751991
Popular Name: Blue Cross-Blue Shield
Popular Name:-Act 350

550.1436 Michigan caring programs for children; creation; contribution requirements;
rating methodologies; supersedure of inconsistent provisions.

Sec. 436.

There may be created within each health care corporation a Michigan caring program for
children. The program shall provide primary health care coverage for children as set forth in
section 438 and shall be administered by the health care corporation. Each program shall be
described in a certificate that sets forth the benefits provided. A certificate and the contribution
to be charged shall be subject to the commissioner's approval. Contribution requirements shall
be established in accordance with rating methodologies approved by the commissioner which,
over time, shall not result in either gain or loss to the corporation. The rating methodology for
a program shall not include any factors otherwise includable pursuant to other sections of this
act that are intended to provide for subsidies, surcharges, or administrative costs. Any other
provisions of this act that would otherwise apply to a program but which are inconsistent with
the provisions of this section and sections 437 to 439 are superseded.

History: Add. 1991, Act 60, Imd. Eff. June 27, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1437 Eligibility of child for enrollment in program.
Sec. 437.

A child is eligible for enrollment in the program if the child meets all of the following:

(a) Is less than 19 years of age.

(b) Is unmarried.

(c) Resides in a household with income 185% or less of the federal poverty level.

(d) Is ineligible to receive health care through title XIX of the social security act, chapter
531, 49 Stat. 620, 42 U.S.C. 1396 to 1396d, 1396f to 1369g, and 1396i to 1396s.

(e) Is enrolled in the program with all other eligible siblings who have no other health care
coverage available.

(f) Is a resident of this state.

(g) Has no other health care coverage available.

History: Add. 1991, Act 60, Imd. Eff. Junie 27, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1438 Limitation of benefits; provision of other health ¢are.benefits.
Sec. 438.

(1) Notwithstanding @ny ‘other provisionof this act, a health ¢ate corporation may limit the
benefits it will furnish to-an eligible ¢hild.enrolled in the program to the following primary
health care benefits:

(a) Doctor office visits, fora sick child.

(b) Medically necessary outpatient diagnostic tests.

(c) Emergeney medical and aecident eare in a doctor's office or hospital's emergency room.

(d) Medically necessary outpatient surgery and anesthesia.

(e) Preventive care; including, but not limited to, immunizations and well-child visits to a
doctor's office.

(f) Outpatient substance abuse care.

(2) With the commissioner's approval, a health care corporation may provide other health
care benefits in addition to the primary health care benefits set forth in subsection (1).

History: Add. 1991, Act 60, Imd. Eff. June 27, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1439 Fees prohibited; exception; funding; enrollment of children.
Sec. 439.

The program shall not charge any fee to an enrolled eligible child or the child's parents or
legal guardians except that if prescription drug benefits are offered a co-pay not to exceed
$3.00 may be charged. The program shall be funded by private donations and private and
public grants. The health care corporation may provide free of charge administrative services
to the program as approved by its board of directors and subject to the commissioner's
approval. A child shall be enrolled as follows:
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(a) Dependent on funding on a first-come, first-served basis unless a named child is part of
a group of 10 or more children who are fully sponsored by private donations.
(b) Without regard to health status.

History: Add. 1991, Act 60, Imd. Eff. June 27, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part 4A
MEDICARE SUPPLEMENT CERTIFICATES

550.1451-550.1499a Repealed. 2002, Act 559, Imd. Eff. Sept. 27, 2002;—2006, Act 462,
Imd. Eff. Dec. 20, 2006.

Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part5s

550.1501 Contracts with health carefacilities.
Sec. 501.

(1) A health care corporation subject to'this act may enter into contracts with health care
facilities in Michigan or health facilities in any other jurisdiction. It is the intent of the
legislature that contracts withthealth facilitiesioutside of'Michigan expand access to health
care without reducing aceess to Michigan.licensed health facilities.

(2) Contracts efitered'into under this sectiont with health care facilities licensed in Michigan
are subject to the provisions of sections 504 to 518.

History: 1980, Act 350, Eff.'/Apr. 3, 1981 ;-- Am. 2003, Act 60, Imd. Eff. July 15, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1501a Special participating contracts with health care providers for provision of
primary health care benefits to children enrolled in Michigan caring program.

Sec. 501a.

A health care corporation may enter into special participating contracts with health care
providers for the provision of primary health care benefits to children enrolled in a Michigan
caring program created under section 436. Special participating contracts entered into under
this section are not subject to sections 502 to 518.

History: Add. 1991, Act 73, Imd. Eff. July 11, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1501b Conduct on behalf of or information provided to subscriber by health care
provider; prohibition or discouragement by health care corporation.

Sec. 501b.
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A health care corporation shall not prohibit or discourage a health care provider from
advocating on behalf of a subscriber for appropriate medical treatment options pursuant to the
grievance procedure in section 404 or from discussing with a subscriber or provider any of the
following:

(a) Health care treatments and services.

(b) Quality assurance plans required by law, if applicable.

(c¢) The financial relationships between the health care corporation and the health care
provider including all of the following as applicable:

(1) Whether a fee-for-service arrangement exists, under which the provider is paid a
specified amount for each covered service rendered to the participant.

(i) Whether a capitation arrangement exists, under which a fixed amount is paid to the
provider for all covered services that are or may be rendered to each covered individual or
family.

(ii1) Whether payments to providers are.made based on standards relating to cost, quality, or
patient satisfaction.

History: Add. 1997, Act 68, Imd. Eff. July 15, 1997
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1501¢ Provider network.
Sec. 501c.

Beginning January 1, 2014, a health.cate corporation-shall establish and maintain a provider
network that, atia'minimum, safisfies any network adequacy requirements imposed by the
commissioner pursuant-te federal law.

History: Add. 2013, Act4, Imd. EffyMart, 18,2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1502 Contracts for reimbursement with professional health care providers; private
provider-patient relationship; methods of diagnosis or treatment not to be restricted;
refusal to reimburse for overutilized services; list of providers; recommendation of
provider as misdemeanor; symbol of participation; health maintenance organization not
impeded; contracts subject to MCL 550.1504 to 550.1518; participation of freestanding
surgical outpatient facility; optometry services; status of license or registration;
chiropractic service; physical therapist or physical therapist assistant services.

Sec. 502.

(1) A health care corporation may enter into participating contracts for reimbursement with
professional health care providers practicing legally in this state for health care services or
with health practitioners practicing legally in any other jurisdiction for health care services
that the professional health care providers or practitioners may legally perform. A participating
contract may cover all members or may be a separate and individual contract on a per claim
basis, as set forth in the provider class plan, if, in entering into a separate and individual
contract on a per claim basis, the participating provider certifies all of the following to the
health care corporation:
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(a) That the provider will accept payment from the corporation as payment in full for
services rendered for the specified claim for the member indicated.

(b) That the provider will accept payment from the corporation as payment in full for all
cases involving the procedure specified, for the duration of the calendar year. As used in this
subdivision, provider does not include a person licensed as a dentist under part 166 of the
public health code, 1978 PA 368, MCL 333.16601 to 333.16648.

(c) That the provider will not determine whether to participate on a claim on the basis of the
race, color, creed, marital status, sex, national origin, residence, age, disability, or lawful
occupation of the member entitled to health care benefits.

(2) A contract entered into under subsection (1) shall provide that the private provider-
patient relationship shall be maintained to the extent provided for by law. A health care
corporation shall continue to offer a reimbursement arrangement to any class of providers with
which it has contracted before August 27, 1985 and:that continues to meet the.standards set by
the corporation for that class of providers.

(3) A health care corporation shall.not restrict thesmethods of diagnosis or treatment of
professional health care providef§ who treat members. Exceptias otherwise proyvided in section
502a, each member of the health care corporation shallat.all times have a.choie¢ of
professional health ¢are providers. This subsection doesnot apply todimitations in benefits
contained in certificates, to the reimbursemént provisions of a providercontract or
reimbursement arrangement, or to staidards seét by the cerporation for all contracting
providers. A health care corporation may refuse toeimburse a health care previder for health
care services that are oyerutilized, including these services rendered, ordered, or prescribed to
an extent that is greater than reasonably necessary.

(4) A-health care.corporation may provide to aimember, upon request, a list of providers
with whom the corporation contracts, for the purpose of assisting a member in obtaining a type
of health care service: However, except as othetwise provided in section 502a, an employee,
agent, or officer of the corporationy ot an individual on the board of directors of the
corporation, shall not make récommendations on behalf of the corporation with respect to the
choice of a specific health care'provider. Except as otherwise provided in section 502a, an
employee, agent, or officer of the corporation, or a person on the board of directors of the
corporation who influences or attempts to influence a person in the choice or selection of a
specific professional health care provider on behalf of the corporation, is guilty of a
misdemeanor.

(5) A health care corporation shall provide a symbol of participation, which can be publicly
displayed, to providers who participate on all claims for covered health care services rendered
to subscribers.

(6) This section does not impede the lawful operation of, or lawful promotion of, a health
maintenance organization owned by a health care corporation.

(7) Contracts entered into under this section with professional health care providers licensed
in this state are subject to sections 504 to 518.

(8) A health care corporation shall not deny participation to a freestanding surgical
outpatient facility on the basis of ownership if the facility meets the reasonable standards set
by the health care corporation for similar facilities, is licensed under part 208 of the public
health code, 1978 PA 368, MCL 333.20801 to 333.20821, and complies with part 222 of the
public health code, 1978 PA 368, MCL 333.22201 to 333.22260.

(9) Notwithstanding any other provision of this act, if a certificate provides for benefits for
services that are within the scope of practice of optometry, a health care corporation is not
required to provide benefits or reimburse for a practice of optometry service unless that
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service was included in the definition of practice of optometry under section 17401 of the
public health code, 1978 PA 368, MCL 333.17401, as of May 20, 1992.

(10) Notwithstanding any other provision of this act, a health care corporation is not
required to reimburse for services otherwise covered under a certificate if the services were
performed by a member of a health care profession, which health care profession was not
licensed or registered by this state on or before January 1, 1998 but that becomes a health care
profession licensed or registered by this state after January 1, 1998. This subsection does not
change the status of a health care profession that was licensed or registered by this state on or
before January 1, 1998.

(11) Notwithstanding any other provision of this act, if a certificate provides for benefits for
services that are within the scope of practice of chiropractic, a health care corporation is not
required to provide benefits or reimburse for a practice,of chiropractic service unless that
service was included in the definition of practice.of ehiropracticiunder section-16401 of the
public health code, 1978 PA 368, MCL 333.16401, as of January 1, 2009:

(12) Notwithstanding any other prevision of this.act, if a certificate provides for benefits for
services that are provided by a li€ensed physical therapist or physieal therapist assiStant under
the supervision of a licensed physical therapist, a health €are corporation is notfequired to
provide benefits or réimbursefor.services provided by a physical therapist or physical
therapist assistant unless that service was.provided by a licensed physieal therapist or physical
therapist assistant under the supervision of'a licensed physical therapist pursuant to,a
prescription from a health care/professional who helds‘alicense issued.underpart 166, 170,
175, or 180 of the publie-health'eode, 1978 PA 368, MCL 333.16601 t0.333.16648, 333.17001
to 333.17084, 333:17501.to 333.175565 and 333.18001,t0.333.18058, or the equivalent license
issued by another state.

History: 1980, Act 350, Eff; Apr. 3, 1981 ;-- Am. 1984, Act 230, Eff. Dec. 20, 1984 ;-- Am. 1988, Act 38,
Eff. Mar. 30, 1989 ;--Am: 1993, Act 127, Imd..Eff.July 21, 1993 ;-- Am. 1994, Act 440, Eff. Mar. 30,
1995 ;-- Am. 1997, Act-184, Imd. Eff. Dec. 30,1997 ;-- Am. 1998, Act 24, Imd. Eff. Mar. 12, 1998 ;-- Am.
1998, Act 446, Imd. Eff. Dec. 30, 1998 ;=<' Am. 2003, Act 59, Eff. July 23, 2003 ;-- Am. 2009, Act 225,
Imd. Eff. Jan. 5, 2010 ;--Am, 2014, Act 261, Imd. Eff. July 1, 2014

Compiler's Notes: Neither'Senate Bill No. 493 nor House Bill No. 4494 was enacted into law by the 87th
Legislature.

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1502a Prudent purchaser agreements; group contracts; option; group contracts
under which financial or other advantage realized; additional option; applicability of
subsection (5); individual contracts; rates; contracts subject to MCL 550.1504 to
550.1518; discrimination against class of health care providers; provisions inapplicable
to certain contracts or renewals; optometry, chiropractic, and physical therapist or
physical therapist assistant services.

Sec. 502a.

(1) For the purpose of doing business as an organization under the prudent purchaser act,
1984 PA 233, MCL 550.51 to 550.63, a health care corporation may enter into prudent
purchaser agreements with health care providers pursuant to this section and the prudent
purchaser act, 1984 PA 233, MCL 550.51 to 550.63.
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(2) A health care corporation may offer group contracts under which subscribers shall be
required, as a condition of coverage, to obtain services exclusively from health care providers
who have entered into prudent purchaser agreements.

(3) An individual who is a member of a group who is offered the option of being a
subscriber under a contract under subsection (2) shall also be offered the option of being a
subscriber under a contract under subsection (4). This subsection applies only if the group in
which the individual is a member has 25 or more members or if the provider panel that is
providing the services under the contract is limited by the organization to a specific number
under section 3(1) of the prudent purchaser act, 1984 PA 233, MCL 550.53.

(4) A health care corporation may offer group contracts under which subscribers who elect
to obtain services from health care providers who have entered into prudent purchaser
agreements realize a financial advantage or other advantage by selecting providers who have
entered into prudent purchaser agreements. A healthicare ¢orporation shall not-effer'a group
contract under this subsection that, as a condition of coverage, requires subscribers to obtain
services exclusively from health care,providers wheshave entered into prudent purchaser
agreements.

(5) Subject to subsection (6), an individual who is a member of a group.who-is.offered the
option of being a subscriber under a contract under subsection (2) or(4) shall-also be offered
the option of being a subseriber under a contract that does not do‘any ef the following:

(a) As a condition of coverage, require subscribers to ebtain services exclusively.from
health care providers who have eéntered into prudent'purchaser agreements.

(b) Give a financial advantage-or other advantage to a subscriber'who elects to obtain
services from health care.providers whe have entered into-prudent'purchaser agreements.

(6) Subsection (5) applies only«if the group in whieh the individual is a member has 25 or
more membets and if the group on' December.20, 1984 had health care coverage through the
group Sponsor.

(7) A healthreare ‘eorporation may offerindividual contracts under which subscribers are
required, as a‘condition of coverage;to obtain services exclusively from health care providers
who have entered into-prudent purchaser agreements. A person to whom a contract described
in this subsection is offered shall also be offered a contract that does not do any of the
following:

(a) As a condition of coverage, require subscribers to obtain services exclusively from
health care providers who have entered into prudent purchaser agreements.

(b) Give a financial advantage or other advantage to a subscriber who elects to obtain
services from health care providers who have entered into prudent purchaser agreements.

(8) A health care corporation may offer individual contracts under which subscribers who
elect to obtain services from health care providers who have entered into prudent purchaser
agreements realize a financial advantage or other advantage by selecting providers who have
entered into prudent purchaser agreements. A health care corporation shall not offer an
individual contract under this subsection that, as a condition of coverage, requires subscribers
to obtain services exclusively from health care providers who have entered into prudent
purchaser agreements. A person to whom a contract described in this subsection is offered
shall also be offered a contract that does not do any of the following:

(a) As a condition of coverage, require subscribers to obtain services exclusively from
health care providers who have entered into prudent purchaser agreements.

(b) Give a financial advantage or other advantage to a subscriber who elects to obtain
services from health care providers who have entered into prudent purchaser agreements.
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(9) The rates charged by a corporation for coverage under contracts issued under this
section shall not be unreasonably lower than what is necessary to meet the expenses of the
corporation for providing this coverage and shall not have an anticompetitive effect or result in
predatory pricing in relation to prudent purchaser agreement coverages offered by other
organizations.

(10) Contracts entered into under this section are not subject to sections 504 to 518.

(11) A health care corporation shall not discriminate against a class of health care providers
when entering into prudent purchaser agreements with health care providers for its provider
panel. This subsection does not do any of the following:

(a) Prohibit the formation of a provider panel consisting of a single class of providers if a
service provided for in the specifications of a purchaser may be legally provided only by a
single class of providers.

(b) Prohibit the formation of a provider panel that.conforms te the specifications of a
purchaser of the coverage authorized by this§ection if the specificationsdo not exclude any
class of health care providers who may‘legally perform the servicesincluded in the coverage.

(c) Require an organization that has uniformly applied the standards filed under Section 3(3)
of the prudent purchaser act, 1984 PA 233, MCL 550.53.to,contract with.any individual
provider.

(12) Nothing in 1984 PA 230 applies to,afiy’centract that was in existence before December
20, 1984, or the renewal of that contract.

(13) Notwithstanding any othér provision of this‘act, if coverage under aprudent purchaser
agreement provides for benefits for services that are within the seope Of practice of optometry,
a health care corperation.is not requited to provide benefits.or reimburse for a practice of
optometry sefvice unless that service was included im-the definition of practice of optometry
under section'17401 of the public-health code, . 1978 PA 368, MCL 333.17401, as of May 20,
1992.

(14) Notwithstanding any othér provisien of this act, a health care corporation offering
coverage undér-a prudent purchaser-agreement is not required to reimburse for services
otherwise covered if the\services were performed by a member of a health care profession,
which health care profession was not licensed or registered by this state on or before January
1, 1998 but that becomes a health care profession licensed or registered by this state after
January 1, 1998. This subsection does not change the status of a health care profession that
was licensed or registered by this state on or before January 1, 1998.

(15) Notwithstanding any other provision of this act, if coverage under a prudent purchaser
agreement provides for benefits for services that are within the scope of practice of
chiropractic, a health care corporation is not required to provide benefits or reimburse for a
practice of chiropractic service unless that service was included in the definition of practice of
chiropractic under section 16401 of the public health code, 1978 PA 368, MCL 333.16401, as
of January 1, 2009.

(16) Notwithstanding any other provision of this act, if coverage under a prudent purchaser
agreement provides for benefits for services that are provided by a licensed physical therapist
or physical therapist assistant under the supervision of a licensed physical therapist, a health
care corporation is not required to provide benefits or reimburse for services provided by a
physical therapist or physical therapist assistant unless that service was provided by a licensed
physical therapist or physical therapist assistant under the supervision of a licensed physical
therapist pursuant to a prescription from a health care professional who holds a license issued
under part 166, 170, 175, or 180 of the public health code, 1978 PA 368, MCL 333.16601 to
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333.16648, 333.17001 to 333.17084, 333.17501 to 333.17556, and 333.18001 to 333.18058,
or the equivalent license issued by another state.

History: Add. 1984, Act 230, Eff. Dec. 20, 1984 ;-- Am. 1988, Act 283, Imd. Eff. July 27, 1988 ;-- Am.
1994, Act 440, Eff. Mar 30, 1995 ;-- Am. 1998, Act 446, Imd. Eff. Dec. 30, 1998 ;-- Am. 2009, Act 225,
Imd. Eff. Jan. 5, 2010 ;-- Am. 2014, Act 261, Imd. Eff. July 1, 2014

Compiler's Notes: Neither Senate Bill No. 493 nor House Bill No. 4494 was enacted into law by the 87th
Legislature.

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1503 Uniform reporting by health care providers.
Sec. 503.

In the course of developing and establishing provider class plans under this part, a health
care corporation shall address the issu¢ of uniformwreporting by health care'providers.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1504 Reimbursement arrangements; goals; definitions; supplemental efforts.
Sec. 504.

(1) A health.care-eorporation shall) with reéspect to previders, contract with or enter into a
reimbursement arrangement to assure subscribersréasonable access to, and reasonable cost
and quality of, health care services, in accordance with the following goals:

(a) There will be'an.appropriate number of providers throughout this state to assure the
availability of eertificate-covered health care services to each subscriber.

(b) Providers will meet and abide by reasonable standards of health care quality.

(c) Providers will be subject to reimbursement arrangements that will assure a rate of
change in the total corporation payment per member to each provider class that is not higher
than the compound rate of inflation and real economic growth.

(2) As used in this section:

(a) "Gross national product in constant dollars" means that term as defined and annually
published by the United States department of commerce, bureau of economic analysis.

(b) "Implicit price deflator for gross national product" means that term as defined and
annually published by the United States department of commerce, bureau of economic
analysis.

(c) "Inflation" or "I" means the arithmetic average of the percentage changes in the implicit
price deflator for gross national product over the 2 calendar years immediately preceding the
year in which the commissioner's determination is being made.

(d) "Compound rate of inflation and real economic growth" means the ratio of the quantity
"100 plus inflation", multiplied by the quantity "100 plus real economic growth", to 100;
minus 100; or as expressed in the following formula:

((100 +T) x (100 + REG) )
(100 ) -100
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(e) "Rate of change in the total corporation payment per member to each provider class"
means the arithmetic average of the percentage changes in the corporation payment per
member for that provider class over the 2 years immediately preceding the commissioner's
determination.

(f) "Real economic growth" or "REG" means the arithmetic average of the percentage
changes in the per capita gross national product in constant dollars over the 4 calendar years
immediately preceding the year in which the commissioner's determination is being made.

(3) Nothing in this section shall preclude efforts by a health care corporation supplemental
to the goals prescribed in subsection (1).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1505 Provider class plan; development, modification, implementation, or review;
procedures to obtain adviee and consultation.

Sec. 505.

(1) A health care corporation shall establish and implement'proeedures to obtaif,advice and
consultation from a provider class; either'through individual providers of that class or through
1 or more organizations Qr associations that represent the provider.cldss, in any combination,
in the development of the provider class plan. A health care corporation may negotiate with 1
or more organizatiens or associations that,represent providetsiin‘the relevant provider class in
the development and modification of the providericlass plan and objectives and methods for
implementing that plans

(2) The commissioner shall establish and.implement procedures whereby any person,
including a subscriber, may offer advice“and consultation on the development, modification,
implementation, or review of a provider class plan.

(3) A health care corporation shall establish and implement procedures to obtain advice and
consultation from subscribers in the development and modification of the provider class plan
and objectives for implementing that plan.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1506 Provider class plan; transmitting to commissioner; examination;
determination; notice; placing plan into effect; retention of plan for commissioner's
records.

Sec. 506.

(1) A health care corporation shall transmit a copy of each provider class plan to the
commissioner 45 days before the earliest effective date of a provider contract or
reimbursement arrangement for the appropriate provider class. The initial provider class plan
for each class, which shall include provider contracts and reimbursement arrangements under
which the corporation and a provider class are operating on the effective date of this act, shall
be transmitted to the commissioner within 45 days after the effective date of this act, except
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where a provider class plan reimburses on a prospective basis, in which case the plan shall be
transmitted within 1 year and 45 days after the effective date of this act.

(2) Upon receipt of a provider class plan, the commissioner shall examine the plan and shall
determine only if the plan contains a reimbursement arrangement and objectives for each goal
provided in section 504, and, for those providers with which a health care corporation
contracts, provisions that are included in that contract. For purposes of making the
determination required by this subsection only, the commissioner shall liberally construe the
items contained in a provider class plan.

(3) If the commissioner determines that the plan does not contain a reimbursement
arrangement, objectives for each goal provided in section 504, and, for those providers with
which a health care corporation contracts, contract provisions; the commissioner, within 15
days after receipt of the plan, shall notify the corporation by certified or registered mail, along
with a written statement of the items omitted.

(4) If the commissioner does not notify thé health care corporation pursuant to-subsection
(3), the provider class plan shall be automatically placed into effect;«and shall be retained for
the commissioner's records. Provider ¢lass plans approved by the commissioner or an
independent hearing officer under this part shall be considered retained for the commissioner's
records under this subsections

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1507 Provider-class plan; inclusion and transmittal of items omitted.
Sec. 507.

Within 15 days afterireceipt of the notification as provided in section 506(3), the health
care corporation shall include theitems ‘omitted from the provider class plan, after taking into
consideration any adviceand consultation received from providers and subscribers pursuant to
section 505, and shall transmit the items omitted, as provided in section 506(1).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1508 Provider class plan; modifications.
Sec. 508.

(1) Except during the 6-month period provided in section 509(2), a provider class plan
retained by the commissioner as provided in section 506(4) may be modified by the health
care corporation after the retention, under either of the following circumstances:

(a) If the plan was prepared by the health care corporation and is not a plan prepared
pursuant to section 511(1) or 515(4). However, the modification shall not take effect until after
the modification has been filed with the commissioner.

(b) In all other cases, if the modification has been filed with and is agreed to by the
commissioner.

(2) A modification made under subsection (1) shall not extend the time periods provided in
section 509(1). In developing plan modifications, a health care corporation shall obtain advice
and consultation from providers in the relevant provider class and from subscribers pursuant to
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section 505. Before agreeing to plan modifications under subsection (1)(b), the commissioner
shall obtain advice and consultation pursuant to section 505(2).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1509 Achievement of goals and objectives; determinations by commissioner.
Sec. 509.

(1) The commissioner may determine if the health care corporation has substantially
achieved the goals of a corporation as provided in section 504 and achieved the objectives
contained in the provider class plan, at the following times:

(a) For a provider contract or a reimbursement arrangement that was in efféctiprior to the
effective date of this act, upon the expiration of 2 years after the filing/date under section 506.
(b) For a provider class plan retained by the. ecommissioner @sprovided in section 506(4),
upon the expiration of 2 years after the earliest effective date of the provider cofitract or a

reimbursement arrangement forthe.appropriate provider class.

(c) For a class plan retained by the commissioner'as provided inséction 506(4) that has not
been subject to a determination under this'seCtion within the time'period providedin
subsection (2), within 2 years after the expiration of that time period.

(2) Before making a determination under subsection (1), and not latet than 30 days
following expiration of the ‘appropriate 2-year time period described in‘subsection (1)(a), (b),
or (¢), the commisstoner shall give written notice to the-health care corporation, and to each
person Who hasirequested a copy-of such notige, that he or'she intends to make a determination
with respect to a particular provider class plan. The commissioner shall have 6 months to
reach a determination under subsection (1).

(3) A modification made pursuantto section 508(1) shall not be taken into consideration for
purposes of computing the time'periods described in subsections (1) and (2).

(4) The commissioner shall consider all of the following in making a determination
pursuant to subsection (1):

(a) Annual reports transmitted pursuant to section 517.

(b) The overall balance of the goals provided in section 504, achieved by the health care
corporation under the plan. The commissioner shall give weight to each of the goals provided
in section 504, shall not focus on 1 goal independently of the other goals of the corporation,
and shall assure that no portion of the corporation's fair share of reasonable costs to the
provider are borne by other health care purchasers.

(c) Information submitted or obtained for the record concerning: demographic trends;
epidemiological trends; and long-term economic trends, including changes in prices of goods
and services purchased by a provider class not already reflected in the calculation in section
504(2)(d); sudden changes in circumstances; administrative agency or judicial actions;
changes in health care practices and technology; and changes in benefits that affect the ability
of the health care corporation to reasonably achieve the goals provided in section 504.

(d) Health care legislation of this state or of the federal government. As used in this
subdivision, "health care legislation" does not include Act No. 218 of the Public Acts of 1956,
as amended, being sections 500.100 to 500.8302 of the Michigan Compiled Laws.

(e) Comments received from an individual provider of the appropriate provider group, or
from an organization or association that represents the appropriate provider class, and
comments received pursuant to section 505(2).
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(5) In making a determination pursuant to subsection (1), the commissioner shall provide a
detailed statement of findings which support that determination, including a consideration of
the information and factors described in subsection (4).

(6) All data, analyses, and factors, quantified or otherwise, at a minimum, shall include the
2-year period being evaluated.

(7) The commissioner shall make a sufficient number of determinations regarding provider
class plans under this section, so that during each 3-year period following the effective date of
this act, there is a review of provider class plans which, taken together, account for at least
75% of the total corporation payout to providers for the 3-year period.

(8) Determinations by the commissioner shall not be contested case hearings under chapter
4 of the administrative procedures act. This subsection shall not be construed to apply with
respect to appeals under section 515.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1510 Additional.determinations by commissioner.
Sec. 510.

(1) After considering the information and factors described in section 509(4), the goals of a
health care corporation as proyvided in section 504, and the objectives'contained in the provider
class plan, the commissioner-shall determined I of the following:

(a) That.the.provider class plan achieves the goals of the corporation as provided in section
504.

(b) That'although the-provider class plan does not substantially achieve 1 or more of the
goals of the corporation, a change in.the provider class plan is not required because there has
been competént, material, and substantial information obtained or submitted to support a
determination that the failure to'achieve 1 or more of the goals was reasonable due to factors
listed in section 509(4).

(c) That a provider class plan does not substantially achieve 1 or more of the goals of the
corporation as provided in section 504.

(2) The commissioner shall notify the health care corporation, and each person who has
requested a copy of such notice, of a determination under subsection (1) by certified or
registered mail. Determinations made pursuant to subsection (1)(b) or (c) shall include a
concise written statement of specific findings supporting that determination.

(3) An existing provider contract or reimbursement arrangement shall remain in effect until
a new provider class plan has been retained and placed into effect as provided in section
506(4). A provider class plan shall not be subject to further review until the expiration of the
time period provided in section 509(1).

(4) A provider class plan with respect to which a determination was made under subsection
(1)(a) or (b) shall not be subject to further review until the expiration of 2 years following the
determination.

History: 1980, Act 350, Eff. Apr. 3, 1981

Compiler's Notes: Near the end of subsection (1), “determined” evidently should read “determine.”
Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350
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550.1511 Provider class plan; transmittal to commissioner; preparation by commissioner.
Sec. 511.

(1) Upon receipt of notice under section 510(2), the health care corporation, within 6
months or a period determined by the commissioner pursuant to section 512, shall transmit to
the commissioner a provider class plan that substantially achieves the goals, achieves the
objectives, and substantially overcomes the deficiencies enumerated in the findings made by
the commissioner pursuant to section 510(2). In developing a provider class plan under this
subsection, the corporation shall obtain advice and consultation from providers in the provider
class and subscribers, using procedures established pursuant to section 505.

(2) If, after the expiration of 6 months or a period determined by the commissioner pursuant
to section 512, the health care corporation has failed to.act pursuant to subsection (1), the
commissioner shall prepare a provider class plan pursuantito seection 513(2)(a)for that
provider class.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1512 Extension of 6-month period provided in MCL, 550.511(1); determination.
Sec. 512.

The commissioner may extend the 6-menth period providediin section 511(1) once, for not
more than 90 days,if th¢ commissioner determines that-atheéalth'care corporation requires
additional time'to assess the findings made by the,commissioner or to prepare a provider class
plan that substantiallyliachieves the goals, achievesithe objectives, and substantially overcomes
the deficiencies enumerated in the findings..In-making a determination under this section, the
commissionef shall consider,the-numiberof provider class plans, the extent of the changes to
each plan, and'the stage of development of each plan being prepared by the health care
corporation pursuant fo seetion 511(1).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1513 Provider class plan; examination; automatic retention; placing plan into effect;
preparation of plan by commissioner; notice.

Sec. 513.

(1) Upon receipt of a provider class plan under section 511(1), the commissioner, after
considering the information and factors described in section 509(4), within 90 days shall
examine the plan and determine if the plan substantially achieves the goals, achieves the
objectives, and substantially overcomes the deficiencies enumerated in the findings made by
the commissioner. If the commissioner determines that the plan substantially achieves the
goals, achieves the objectives, and substantially overcomes the deficiencies enumerated in the
findings made by the commissioner, the plan shall be automatically retained and placed into
effect as provided in section 506.

(2) If the commissioner determines that the plan does not substantially achieve the goals,
does not achieve the objectives, and does not substantially overcome the deficiencies
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enumerated in the findings made by the commissioner pursuant to section 510(2), the
commissioner shall do all of the following:

(a) Prepare a provider class plan that substantially achieves the goals, achieves the
objectives, and substantially overcomes the deficiencies enumerated in the findings made
pursuant to section 510(2), and transmit that plan to the health care corporation. A provider
class plan prepared pursuant to this subdivision shall be retained for the commissioner's
records and placed into effect as provided in section 506(4), unless a request for an appeal is
made under subdivision (b).

(b) Give written notice to the health care corporation of an opportunity for an appeal
pursuant to section 515. The notice shall state that a request for an appeal shall be made by the
corporation within 30 days after the receipt of notice under this subdivision.

(3) In making a determination pursuant to subsection (1), or preparing a plan pursuant to
subsection (2)(a), the commissioner shall obtain advice and consultation purspant to,section
505(2). The commissioner shall also forward a copy of each notice issuediwunder subsection (2)
(b) to each person requesting a copy..The copy shallsotify the person of'an opportunity for an
appeal pursuant to section 515, and that a request for such an‘appeal.is required.to, be made
within 30 days after the receipt of notice given under this.subsection.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1514 Appeal; selection-and qualifications of hearing officer; consolidation; annual
report.

Sec. 514.

(1) All appealsunder;this part shall be held-before an independent hearing officer. The state
court administrator shall compile'and maintain a list of individuals possessing all of the
following qualifications:

(a) Is a retired circuit ¢court judge.

(b) Is a resident of this state.

(c) Is not engaged in the provision of health care services.

(d) Is not an officer or employee of a health care provider, health care corporation, or an
employee of this state. For purposes of this subdivision, an employee of an educational
institution shall not be considered to be employed by this state.

(2) The hearing officer shall be selected at random by the commissioner from the list
described in subsection (1), on a per appeal basis. If the individual selected is performing
judicial duties, another individual shall be selected.

(3) The hearing officer shall have the power to consolidate appeals related to a provider
class.

(4) The commissioner shall prepare and file with the appropriate standing committees of the
legislature an annual report regarding the operation of the appeals procedure prescribed in this
part, including data regarding the identity of individuals available to serve as independent
hearing officers whose names are on the administrator's list; the number of appeals heard; the
nature of the controversy involved; the disposition of the appeal; and whether a judicial appeal
was subsequently taken, and the disposition of that appeal.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1515 Appeal; parties; request; time; relief; transmittal of provider class plan to
hearing officer; determinations.

Sec. 515.

(1) An appeal may be brought from any action or determination of the commissioner under
section 509(1), 510(1), or 513(1) or (2), by a subscriber, the health care corporation, the
attorney general, an employer, an organization or association representing a subscriber or an
employer, or an organization or association representing the affected provider class. An appeal
may also be brought by a person whose contractual or legal rights, duties, or privileges are
substantially affected. The request for an appeal shall identify.the issue or issues which the
affected party asserts are involved, and how the party is aggrieved. The independent hearing
officer shall determine the standing of any party tesappeal:

(2) An appeal from an action or determination of the commissioner under this part shall be
brought within 30 days after the action‘or determination. All appeal-hearings shall begin
within 30 days after receipt of a request for.an appeal. The appeal shall be conductéd pursuant
to chapter 4 of the administtative procedures act.

(3) In an appeal pursuant to-this section, the relief available to a person, and the decision of
an independent hearing officer hearing an appeal, shall be limited to,the following:

(a) Affirming or reversing a determination-of the commissioner tnder sections 509(1) and
510(1).

(b) Determining, based on the-information-and factors described insection 509(4) and the
standards prescribed in'section 516, Lef'the fellowing;

(1) That'the provader class plan-prepared by the corporation under section 511(1) was
prepared in compliance with that section and shall\be retained as provided in section 506(4).

(i1) That the provider class plan prepared by the commissioner under section 513(2)(a) was
prepared in compliance ‘with that section and shall be retained as provided in section 506(4).

(ii1) That a provider class plan deéseribed in subparagraph (i) or (ii) was not prepared in
compliance with section, 511( 1) or 513(2)(a), respectively, and shall not be retained as
provided in section 506(4). In this case, the hearing officer shall order the corporation to
prepare and submit a provider class plan as provided in subsection (4). Detailed findings must
accompany the determination made by the hearing officer pursuant to this subdivision.

(4) Within 180 days after receipt of the hearing officer's determination made under
subsection (3)(b)(ii1), the health care corporation shall transmit to the hearing officer a
provider class plan that is in conformance with the findings of the hearing officer and that
substantially achieves the goals of a health care corporation as provided in section 504. In
developing a provider class plan under this subsection, the corporation shall obtain advice and
consultation from providers in the provider class and subscribers, using procedures established
pursuant to section 505.

(5) After receipt of a provider class plan transmitted by the health care corporation pursuant
to subsection (4), the hearing officer shall determine 1 of the following:

(a) That the provider class plan prepared by the corporation shall be retained as provided in
section 506(4).

(b) That the provider class plan prepared by the corporation should not be retained as
provided in section 506(4), and the commissioner may suspend or limit the corporation's
certificate of authority until the corporation submits a provider class plan which the hearing
officer determines should be retained as provided in section 506(4).
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History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1516 Provider class plan; standards.
Sec. 516.

(1) All provider class plans retained by the commissioner under section 513 or approved by
the hearing officer shall maintain the following standards for all providers:

(a) Responsible cost controls shall exist that balance quality, accessibility, and cost.

(b) The health care corporation shall promote programs and policies which encourage cost-
effective behavior by providers in accordance with the provisions of this act, and in
accordance with all of the following:

(1) There shall be a reasonable basis for believing that the programs will be effective.

(i1) The programs applicable to a provider classishall be reyiewed+to avoid duplication or
inconsistency, to the extent practicable.

(c) There shall be a fair and.reasonable appeals process-established and.maintained by the
health care corporation for aggrieved providers,

(d) There shall bea reasonable period for implementation of changes.

(e) There shall be reasonably prompt payment by the health care corporation to providers
who render covered health care'setyviees.

(2) In addition to thestandards prescribed insubsection (1), the following standards shall
apply to hospitals;

(a) Tothe extent.practicable, reimbursement control shall'be expressed in the aggregate to
individual hospitals.

(b) No portion ofthe health care cotpotation's fair share of hospitals' reasonable financial
requirements shall be-borne by other health care purchasers. However, this subdivision shall
not preclude reimbursement drrangements which include financial incentives and
disincentives.

(c) The health care corporation's programs and policies shall not unreasonably interfere with
the hospital's ability and responsibility to manage its operations.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1517 Annual report.
Sec. 517.

A health care corporation shall transmit an annual report for each provider class to the
commissioner regarding the level of achievement of the goals provided in section 504. The
report shall include data necessary to a determination of the corporation's compliance or
noncompliance with the goals, as prescribed in section 504, and compliance with objectives
contained in the provider class plan. The report shall be in accordance with forms and
instructions prescribed by the commissioner and shall include information as necessary to
evaluate the considerations of section 509(4). The report may include other information the
corporation deems relevant.
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History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1518 Considerations and standards; applicability; appeal.
Sec. 518.

The considerations set forth in section 509(4) and the standards set forth in section 516
shall only apply for purposes of this act and may be appealed only as specifically provided in
this act. An appeal from a final determination of an independent hearing officer shall be
conducted pursuant to chapter 6 of the administrative procedures act, except that the appeal
shall be taken within 30 days after the final determination, upon leave granted, in the court of
appeals.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part6

550.1601 Regulation and supervision of health care corporation; delegation of authority.
Sec. 601.

(1) A health car€ corperation shall be subject to regulation ‘and supervision by the
commissioner asprovided in this-act.

(2) A designee of the commissioner shall not be'authorized to act on behalf of the
commissioner under this act unless prior/written notice of the delegation of authority has been
given to a health care-corporation subject to that delegated authority.

History: 1980, Act 350, Effs Apr..3,-1981
Popular Name: Blue Cfoss-Blue Shield
Popular Name: Act 350

550.1602 Statement of condition; statistical, financial, and other reports.
Sec. 602.

(1) Not later than March 1 each year, subject to a 30-day extension that may be granted by
the commissioner, a health care corporation shall file in the office of the commissioner a
sworn statement verified by at least 2 of the principal officers of the corporation showing its
condition as of the preceding December 31. The statement shall be in a form and contain those
matters that the commissioner prescribes for a health care corporation, including those matters
contained in section 204a. The statement shall include the number of members and the number
of subscribers' certificates issued by the corporation and outstanding.

(2) The commissioner, by order, may require a health care corporation to submit statistical,
financial, and other reports for the purpose of monitoring compliance with this act.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1603 Visitation and examination; access to books, papers, and documents; witnesses;
expenses; disclosure of information; reporting violation; action by attorney general; ex
parte order directing compliance.

Sec. 603.

(1) The commissioner may visit and examine the affairs of a health care corporation. The
corporation shall in every way facilitate an examination or visitation.

(2) The power of examination shall include free access to all of the books, papers, and
documents that relate to the business of the corporation, except as provided in section 304(2)
(d). Free access shall include the right to copy and reproduce at the place of business of the
health care corporation and to require delivery of any materials to the office of the
commissioner in Lansing within 5 working days after the tequest is made. If the corporation is
unable to respond to the request within 5 working.days, the corporation shall spe¢€ify a date
certain by which the corporation will respond. However, the date certain.shallnot be later than
15 working days after the request is made unless the.commissioner-agrees to a longer period of
time. Witnesses may be summoned and qualified under oath,-and examination may'bemade of
the corporation's officers, agents, or employees or of other persons having knowledge of the
affairs, transactions,and conditions of the corporation. Except as provided in'section 603a, the
per diem, traveling, reproduction, and otheryhecessary expenses i connection with visitation
and examination shall'be paid by the eorporation and shall, be credited to the general fund of
the state.

(3) Information provided to the commissioner that is disclosable only to'the commissioner
under section 304(2) shall not be discleseéd by-the commissioner to other persons until such
time as th€ minutes.pertaining to-that information may be disclosed under section 304(3).

(4) If itappears from anysexamination or reportithat'this act or any other law of this state
has been violated, the commissioner immediately shall report the violation to the attorney
general in writing. Thé attorney gen¢ral shall then take action on the alleged violation, as the
facts warrant.(Unless the publi¢ health, safety, or welfare otherwise clearly requires, before
commencement of a proceeding against a health care corporation resulting from a report, the
corporation shall be furnished a copy of the examination report and shall be given an informal
opportunity to show compliance with the law.

(5) Upon the request of the commissioner, the attorney general may petition for, and the
circuit court may issue, an ex parte order from the circuit court directing a corporation to
comply with this section. The corporation shall be entitled to an expedited hearing to challenge
the ex parte order.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1994, Act 169, Imd. Eff. June 17, 1994

Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1603a Health care corporation subject to MCL 500.224 and 500.225; costs and
expenses.

Sec. 603a.

A health care corporation is subject to sections 224(4) through (13) and 225 of the
insurance code of 1956, Act No. 218 of the Public Acts of 1956, being sections 500.224 and
500.225 of the Michigan Compiled Laws, instead of the costs and expenses that may be
imposed by the commissioner pursuant to section 603.
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History: Add. 1994, Act 169, Imd. Eff. June 17, 1994
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1604 Confidentiality; violation as misdemeanor; penalty.
Sec. 604.

(1) The commissioner shall ensure that confidentiality of records containing personal data
which may be associated with identifiable individuals. Except as is necessary to comply with a
court order, or for the purposes of claim adjudication or when required by law, the
commissioner shall not disclose records containing personal data which may be associated
with an identifiable individual without the prior informed c¢onsent of the individual to whom
the data pertain. The individual's consent shall bedmwriting. If an individual has authorized
the release of personal data to a specific person, that person shall not release the data to a third
person unless the individual executes it writing anether informed eonsent authorizing that
additional release.

(2) The commissioner shalliensure the confidentiality ‘of:data which discloses
reimbursement level§ for speeifie.procedures orservices of specific providers‘and data which,
if disclosed, can be used to calculate those reimbursement levels. This-subsection shall apply
only if the data are not already generally known to providersiand if the disclosure of the data
would be harmful to the achievement.of the goals et forth/in section 504, Only that portion of
a record dealing with data described in this subsection shall be exémpt from disclosure. A
person, whose request for'a hearing has been granted by the commissioner, may examine the
data and-shall be subject to the same ¢onfidentiality requirements as the commissioner under
this subsection.

(3) The commissioner shall ensure theConfidentiality of any trade secrets of the
corporation, exeept for informationrequired to be disclosed under Act No. 442 of the Public
Acts of 1976,/as'amended, being seetions 15.231 to 15.246 of the Michigan Compiled Laws.

(4) Subject to the provisions‘of subsections (1) to (3), information which a health care
corporation provides te-or files with the commissioner shall be governed by Act No. 442 of the
Public Acts of 1976, as amended, being sections 15.231 to 15.246 of the Michigan Compiled
Laws.

(5) A person who violates the confidentiality provisions of this section is guilty of a
misdemeanor, punishable by a fine of not more than $1,000.00 for each violation.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1605 Certificate of authority; suspension or limitation; circumstances; order;
hearing; notice.

Sec. 605.

(1) Upon due notice and an opportunity for an evidentiary hearing pursuant to the
administrative procedures act, the commissioner may suspend or limit the certificate of
authority of a health care corporation if the commissioner determines that any of the following
circumstances exist:

(a) The health care corporation does not meet the requirements of this act respecting the
adequacy of its reserves.
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(b) The health care corporation is using methods or practices in the conduct of its business
which render further transactions hazardous or injurious to subscribers of the corporation or
the public.

(c) The health care corporation refuses or fails to comply with this act or with a lawful order
of the commissioner.

(2) If the commissioner finds that the public health, safety, or welfare requires emergency
action and incorporates this finding into an order, a summary suspension or limitation of a
certificate of authority may be ordered. The suspension or limitation shall be effective on the
date specified in the order or upon service of a certified copy of the order on the health care
corporation, whichever is later, and shall be effective during the proceedings. The corporation
shall have the right to an administrative hearing within 5 days.to show why the summary
suspension or limitation should be terminated.

(3) An order of limitation may restrict the solicitation of certificates, the renewal of business
in force, and the solicitation, offer, or acceptance of contracts, and may_ impos¢ other
conditions to continued authorization as are reasonably necessary tosprotect the subscribers of
the corporation or the public. Thé commissioner shall terminate anworder of limitation when
the circumstance giving rise to.the order ceases to exist.

(4) Upon suspension or limitation of a corporation's certificate of authority; 1f the
commissioner considers it necessary or desitable for the protection of-the subscribers of the
corporation or the public, the commissioner may publish-notice of the suspension or limitation
in 1 or more newspapers of genetal circulation in the state.

(5) An emergency order by the’commissioner which suspends-et limits a corporation's
certificate of autherity shall be for a period not'to exceed l-yeariand, after opportunity of
hearing,the commissioner for geod cduse may extend the.period of suspension or limitation
for additional'periods.not tovexceed 1 year.

History: 1980, Act350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name:-Act 350

550.1606 Authority of commissioner regarding officers and directors; authority as to
dissolution, taking over, or liquidation of corporations; insolvency defined.

Sec. 606.

(1) The commissioner shall have the same authority regarding the officers and directors of a
health care corporation as the commissioner has with respect to the officers and directors of
insurers under sections 249 and 250 of the insurance code of 1956, 1956 PA 218, MCL
500.249 and 500.250.

(2) The commissioner shall have the same authority with respect to the dissolution, taking
over, or liquidation of corporations formed or doing business under this act as is provided in
chapter 81 of the insurance code of 1956, 1956 PA 218, MCL 500.8101 to 500.8159. For
purposes of this subsection, a health care corporation shall be considered to be insolvent if its
liabilities exceed its assets, unless otherwise defined in chapter 81 of the insurance code of
1956, 1956 PA 218, MCL 500.8101 to 500.8159.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 2003, Act 59, Eff. July 23, 2003
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1607 Submission of new or revised certificate and applicable proposed rates;
approval or disapproval; exemption; circumstances and conditions; notice;
implementation of certificates and rates.

Sec. 607.

(1) A health care corporation shall submit a copy of any new or revised certificate to the
commissioner along with applicable proposed rates and rate rationale. The certificates, and
applicable proposed rates, shall be deemed approved and effective 30 days after filing with the
commissioner, except as otherwise provided in this section. The commissioner may
subsequently disapprove any certificate deemed approved.

(2) The commissioner shall exempt from prior approval certificates resulting from a
collective bargaining agreement.

(3) The commissioner may disapprove, or appreve withumodifications, a certificate and
applicable rates under 1 or more of the following circumstances:

(a) If the rate charged for the benefits provided is.not equitable, net adequate, or excessive,
as defined in section 609.

(b) If the certificate contdins 1 or more provisions which, are'unjust, unfair, inequitable,
misleading, deceptive, or which encourage misrepresentation of the coverage:

(c) If a certificate'reduges the scope, amount, or duration of benetits.so as to have the effect
of reducing the comprehensiveness ofexisting health caresbenefits available te, groups or to
individuals. The commissionerymay approve a certificate. which reduces the scope, amount, or
duration of health care benefits if the commissionet determines thatithe eertificate will be
offered as an alternative.in addition to-an existing certificate Which provides comprehensive
health car€ benefits.and if the commisSioner determines that' approval of the alternative
certificate,will not adyersely, affect the opportunity, for'groups or individuals to obtain
comprehensive health care benefits.

(4) The commissioner shall approve a eertificate and applicable proposed rates if all of the
following conditions are met:

(a) If the rate charged,for the benefits provided is equitable, adequate, and not excessive, as
defined in section 609.

(b) If the certificate does not contain any provision which is unjust, unfair, inequitable,
misleading, deceptive, or which encourages misrepresentation of the coverage.

(5) If the commissioner disapproves a certificate and any applicable proposed rates under
this section, he or she shall issue a notice of disapproval which specifies in what respects a
filing fails to meet the requirements of this act. The notice shall state that the filing shall not
become effective.

(6) If the commissioner approves, or approves with modifications, a certificate and any
applicable proposed rates under this section, he or she shall issue a notice of approval or
approval with modifications. If the notice is of approval with modifications, the notice shall
specify what modifications in the filing are required for approval under this act, and the
reasons for the modifications. The notice shall also state that the filing shall become effective
after the modifications are made and approved by the commissioner.

(7) Upon request by a health care corporation, the commissioner may allow certificates and
rates to be implemented prior to filing to allow implementation of a new certificate on the date
requested.

History: 1980, Act 350, Eff. Apr. 3, 1981
Constitutionality: This act is unconstitutional in the following three particulars:(1) The act's provision for
an actuary panel to resolve risk factor disputes is an unconstitutional delegation of legislative authority in
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that it lacks adequate standards (MCL 550.1205(6)).(2) The statutory restrictions on administrative
services only (ASO) contracts violate equal protection of the laws insofar as they result in arbitrary and
discriminatory treatment of health care corporations vis-a-vis commercial insurers (MCL 550.1104(3),
550.1211, 550.1414a, 550.1415, and 550.1607(1)).(3) The commissioner's authority to issue a cease and
desist order based on probable cause against a health care corporation for noncompliance with the act
establishes an improper burden of proof (MCL 550.1402(7)).The Supreme Court ruling on these three
areas of this act does not affect the constitutionality of the remainder of the act. Where, as here, the
unconstitutional provisions are easily severable, the remainder of the act need not be affected. Blue Cross
and Blue Shield of Michigan v Governor, 422 Mich 1; 367 NW2d 1 (1985).

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1608 Rates charged to nongroup subscribers for certificate; methodology.and
definitions of rating system, formula, componeént, and factor used to calculate rates for
group subscribers for certificate; filing;sapproval, disapproval, or modification;
standard; burden of proof; effective date of proposed rate; raté adjustments;
implementation prior to approval; examination of financial arrangement; formulae, and
factors.

Sec. 608.

(1) The rates charged to nongroup,subscribers for each certificate shall be/filed in
accordance with section 610.and shall be subject to the prior approval-ef the eemmissioner.
Annually, the commissioner shall approve, disapprove, or modify and approve the proposed or
existing rates for each certificate subject to the'standard that the rates must be determined to be
equitable; adequate;‘and not exeessive,.as defined in“section'609. The burden of proof that
rates to beicharged meet.these standards shall-be upon the health care corporation proposing to
use the rates.

(2) The methodolegy and definitions'of€ach rating system, formula, component, and factor
used to calculate rates for group, subscribers for each certificate, including the methodology
and definitions used to calculate administrative costs for administrative services only and cost-
plus arrangements, shall’'be filed in accordance with section 610 and shall be subject to the
prior approval of the commissioner. The definition of a group, including any clustering
principles applied to nongroup subscribers or small group subscribers for the purpose of group
formation, shall be subject to the prior approval of the commissioner. However, if a Michigan
caring program is created under section 436, that program shall be defined as a group program
for the purpose of establishing rates. The commissioner shall approve, disapprove, or modify
and approve the methodology and definitions of each rating system, formula, component, and
factor for each certificate subject to the standard that the resulting rates for group subscribers
must be determined to be equitable, adequate, and not excessive, as defined in section 609. In
addition, the commissioner may from time to time review the records of the corporation to
determine proper application of a rating system, formula, component, or factor with respect to
any group. The corporation shall refile for approval under this subsection, every 3 years, the
methodology and definitions of each rating system, formula, component, and factor used to
calculate rates for group subscribers, including the methodology and definitions used to
calculate administrative costs for administrative services only and cost-plus arrangements. The
burden of proof that the resulting rates to be charged meet these standards shall be upon the
health care corporation proposing to use the rating system, formula, component, or factor.
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(3) A proposed rate shall not take effect until a filing has been made with the commissioner
and approved under section 607 or this section, as applicable, except as provided in
subsections (4) and (5).

(4) Upon request by a health care corporation, the commissioner may allow rate adjustments
to become effective prior to approval, for federal or state mandated benefit changes. However,
a filing for these adjustments shall be submitted before the effective date of the mandated
benefit changes. If the commissioner disapproves or modifies and approves the rates, an
adjustment shall be made retroactive to the effective date of the mandated benefit changes or
additions.

(5) Implementation prior to approval may be allowed if the health care corporation is
participating with 1 or more health care corporations to underwrite a group whose employees
are located in several states. Upon request from the commissioner, the corporation shall file
with the commissioner, and the commissioner shall'examine, the financial arrangement,
formulae, and factors. If any are determined to be unacceptable, the commissioner shall take
appropriate action.

History: 1980, Act 350, Eff. Apt. 3, 1981 5-- Am. 1991, Act 73, Iimd. Eff; July 11, 1991
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1609 Excessive rate; administrative expense budget; equitable rate; adequate rate;
line of business to be self-sustaining; cost transfers for benefit of senior citizens and
group conversion subscribers.

Sec. 6(09s

(1) A rate is not excessive if the rate is not unreasonably high relative to the following
elements, individually.or collectively; prevision for anticipated benefit costs; provision for
administrative.expense; provision fot cost transfers, if any; provision for a contribution to or
from surplus that is consistent with the attainment or maintenance of adequate and unimpaired
surplus as provided in section 204a; and provision for adjustments due to prior experience of
groups, as defined in the group rating system. A determination as to whether a rate is excessive
relative to these elements, individually or collectively, shall be based on the following:
reasonable evaluations of recent claim experience; projected trends in claim costs; the
allocation of administrative expense budgets; and the present and anticipated unimpaired
surplus of the health care corporation. To the extent that any of these elements are considered
excessive, the provision in the rates for these elements shall be modified accordingly.

(2) The administrative expense budget must be reasonable, as determined by the
commissioner after examination of material and substantial administrative and acquisition
expense items.

(3) A rate is equitable if the rate can be compared to any other rate offered by the health care
corporation to its subscribers, and the observed rate differences can be supported by
differences in anticipated benefit costs, administrative expense cost, differences in risk, or any
identified cost transfer provisions.

(4) A rate is adequate if the rate is not unreasonably low relative to the elements prescribed
in subsection (1), individually or collectively, based on reasonable evaluations of recent claim
experience, projected trends in claim costs, the allocation of administrative expense budgets,
and the present and anticipated unimpaired surplus of the health care corporation.

(5) Except for identified cost transfers, each line of business, over time, shall be self-
sustaining. However, there may be cost transfers for the benefit of senior citizens and group
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conversion subscribers. Cost transfers for the benefit of senior citizens, in the aggregate,
annually shall not exceed 1% of the earned subscription income of the health care corporation
as reported in the most recent annual statement of the corporation. Group conversion
subscribers are those who have maintained coverage with the health care corporation on an
individual basis after leaving a subscriber group.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1991, Act 61, Eff. July 11, 1991 ;-- Am. 2003, Act 59,
Eff. July 23, 2003

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1610 Filing of information and materials relative to proposed rate; notice; approval,
approval with modifications, or disapproval; additional information and materials;
determination; notice; visitation and examination; expenses; order; effect of inability to
approve 1 or more rating classes of business within line of business; information in
support of nongroup rate filing; public inspection of inforiation; forms and instructions
for filing proposed rates.

Sec. 610.

(1) Except as provided under section.608(4),0r (5), a filing of information and-materials
relative to a proposed rate shall be made not less than.l 20-days before the proposed effective
date of the proposed rate, A-filing.shall not be‘consideredto have been teceived until there has
been substantial and material.compliance with the requirements prescribed in subsections (6)
and (8).

(2) Within 30 days after a filing'is made of information ‘and materials relative to a proposed
rate, the commissionet shall do ¢€ither of the following:

(a) Give written fotice to the corporatien, and to each person described under section
612(1), that the filingis in material and substantial compliance with subsections (6) and (8)
and that the filing is compléte, The commissioner shall then proceed to approve, approve with
modifications, or disapptove the rate filing 60 days after receipt of the filing, based upon
whether the filing meets the requirements of this act. However, if a hearing has been requested
under section 613, the commissioner shall not approve, approve with modifications, or
disapprove a filing until the hearing has been completed and an order issued.

(b) Give written notice to the corporation that the corporation has not yet complied with
subsections (6) and (8). The notice shall state specifically in what respects the filing fails to
meet the requirements of subsections (6) and (8).

(3) Within 10 days after the filing of notice pursuant to subsection (2)(b), the corporation
shall submit to the commissioner such additional information and materials, as requested by
the commissioner. Within 10 days after receipt of the additional information and materials, the
commissioner shall determine whether the filing is in material and substantial compliance with
subsections (6) and (8). If the commissioner determines that the filing does not yet materially
and substantially meet the requirements of subsections (6) and (8), the commissioner shall
give notice to the corporation pursuant to subsection (2)(b) or use visitation of the
corporation's facilities and examination of the corporation's records to obtain the necessary
information described in the notice issued pursuant to subsection (2)(b). The commissioner
shall use either procedure previously mentioned, or a combination of both procedures, in order
to obtain the necessary information as expeditiously as possible. The per diem, traveling,
reproduction, and other necessary expenses in connection with visitation and examination
shall be paid by the corporation, and shall be credited to the general fund of the state.
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(4) If a filing is approved, approved with modifications, or disapproved under subsection (2)
(a), the commissioner shall issue a written order of the approval, approval with modifications,
or disapproval. If the filing was approved with modifications or disapproved, the order shall
state specifically in what respects the filing fails to meet the requirements of this act and, if
applicable, what modifications are required for approval under this act. If the filing was
approved with modifications, the order shall state that the filing shall take effect after the
modifications are made and approved by the commissioner. If the filing was disapproved, the
order shall state that the filing shall not take effect.

(5) The inability to approve 1 or more rating classes of business within a line of business
because of a requirement to submit further data or because a request for a hearing under
section 613 has been granted shall not delay the approval of rates by the commissioner which
could otherwise be approved or the implementation of rates already approved, unless the
approval or implementation would affect the consideration,of the unapproved.elasses of
business.

(6) Information furnished under subsection (1) insSupport of a nengroup rate filing shall
include the following:

(a) Recent claim experience.on the benefits or comparable benefits for which the rate filing
applies.

(b) Actual prior trend experience.

(c) Actual prior administrative expénses.

(d) Projected trend factors.

(e) Projected administrative expenses.

(f) Contributions*for risk and contingency: reserve faetors,

(g) Aetualihealth.care corporation contingency-reserve position.

(h) Projected health care eorperation contingenc¢y reserve position.

(1) Other information which the corporation considers pertinent to evaluating the risks to be
rated, or releyant to'the determination to be made under this section.

(j) Other information which the cemmissioner considers pertinent to evaluating the risks to
be rated, or relevant torthe determination to be made under this section.

(7) A copy of the filing, and all supporting information, except for the information which
may not be disclosed under section 604, shall be open to public inspection as of the date filed
with the commissioner.

(8) The commissioner shall make available forms and instructions for filing for proposed
rates under sections 608(1) and 608(2). The forms with instructions shall be available not less
than 180 days before the proposed effective date of the filing.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1611 Legislative intent.
Sec. 611.

It is the intent of the legislature to promote uniformity of rates among subscribers to the
greatest extent practicable.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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550.1612 Notice of rate filing; contents of request for hearing; advertisements; limitation
on fee for copy of rate filing; waiver or reduction of fee; calculation of costs.

Sec. 612.

(1) Upon receipt of a rate filing under section 610, the commissioner immediately shall
notify each person who has requested in writing notice of those filings within the previous 2
years, specifying the nature and extent of the proposed rate revision and identifying the
location, time, and place where the copy of the rate filing described in section 610(7) shall be
open to public inspection and copying. The notice shall also state that if the person has
standing, the person shall have, upon making a written request for a hearing within 60 days
after receiving notice of the rate filing, an opportunity for an evidentiary hearing under section
613 to determine whether the proposed rates meetithe requirements of this act..The tequest
shall identify the issues which the requestingparty asserts are involved, what portion of the
rate filing is requested to be heard, and*how the party has standing.The ¢orporation shall place
advertisements giving notice, containing the information specified.above, in at least 1
newspaper which serves ea¢higeographic area in which significant numbersof subscribers
reside.

(2) The commissioner may charge a fee forproviding, pursuant to subsection (1), a copy of
the rate filing described'in section 610(7). The commissiener, may Charge a fee, for providing a
copy of the entire filing to a person whose request for a hearing has been granted by the
commissioner pursuant.to section 613. The fee'shall be limited todetual mailing costs and to
the actual incremental cost of duplication, including labor.and the cost of deletion and
separation” of information as provideddn'section 14 of Act No. 442 of the Public Acts of 1976,
being section:15.244 of theMichigan Compiled Laws. 'Copies of the filing may be provided
free of charge or at areduced charge if the'commissioner determines that a waiver or reduction
of the fee is in-the public interest beCause-the furnishing of a copy of the filing will primarily
benefit the gefieral public. In'calculating the costs under this subsection, the commissioner
shall not attribute more-than the hourly wage of the lowest paid, full-time clerical employee of
the insurance bureau te.the cost of labor incurred in duplication and mailing and to the cost of
separation and deletion. The commissioner shall use the most economical means available to
provide copies of a rate filing.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1613 Request for hearing; standing of person; access to filing; confidentiality;
penalty; appointment and qualifications of independent hearing officer; commencement
of hearing; discovery; conducting hearing; burden of proving compliance; factors in
rendering proposal for decision; order rendering decision; withdrawal of order.

Sec. 613.

(1) If the request for a hearing under this section is with regard to a rate filing not yet acted
upon under section 610(2)(a), no such action shall be taken by the commissioner until after the
hearing has been completed. However, the commissioner shall proceed to act upon those
portions of a rate filing upon which no hearing has been requested. Within 15 days after
receipt of a request for a hearing, the commissioner shall determine if the person has standing.
If the commissioner determines that the person has standing, the person may have access to
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the entire filing subject to the same confidentiality requirements as the commissioner under
section 604, and shall be subject to the penalty provision of section 604(5). Upon determining
that the person has standing, the commissioner shall immediately appoint an independent
hearing officer before whom the hearing shall be held. In appointing an independent hearing
officer, the commissioner shall select a person qualified to conduct hearings, who has
experience or education in the area of health care corporation or insurance rate determination
and finance, and who is not otherwise associated financially with a health care corporation or a
health care provider. The person selected shall not be currently or actively employed by this
state. For purposes of this subsection, an employee of an educational institution shall not be
considered to be employed by this state. For purposes of this section, a person has "standing"
if any of the following circumstances exist:

(a) The person is, or there are reasonable grounds to.believe that the person could be,
aggrieved by the proposed rate.

(b) The person is acting on behalf of 1 or more named persons described inSubdivision (a).

(c) The person is the commissioner, the attorney.geéneral, or.the health\care corporation.

(2) Not more than 30 days after receipt of a request for a hearing,.and upon notiléss'than 15
days' notice to all parties, the hearing shall be commencéd..Each party to_the hearing shall be
given a reasonable opportunity for discovery before and throughout the,course of the hearing.
However, the hearing officer may terminate’discovery at any time, for.good cause shown. The
hearing officer shall conduct the hearing pursuant to the.administrative procedures act. The
hearing shall be conducted in an‘expeditious manner, At the hearing, the burden of proving
compliance with this act-shall be-upon the health care corporation:

(3) In rendering-a proposal for a deeision; the hearing officer shall consider the factors
prescribed in‘section 609.

(4) Within 30 days aften receipt/of the hearing officer's proposal for decision, the
commissioner shall.by order render a decision which shall include a statement of findings.

(5) The commissioner shall withdraw an‘order of approval or approval with modifications if
the commissioner finds that the filing no longer meets the requirements of this act.

History: 1980, Act 350,(Eff, Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1614 Interim rates; petition; determination; granting interim rate; final rate
determination; refunds or adjustments; limitation on order establishing interim rate
adjustment; rates to which section applicable.

Sec. 614.

(1) Not less than 75 days after a filing is received, as provided in section 610, the health
care corporation may petition the commissioner, who shall make a determination with respect
to interim rates and shall order interim rates in the amount prescribed in subsection (2).
Interim rates shall not be implemented if the commissioner finds that the health care
corporation has substantially contributed to the delay or that the health care corporation has
not provided information requested by the commissioner relative to a determination under this
section. The interim rate determination shall not be a contested case under chapter 4 of the
administrative procedures act.

(2) The commissioner shall grant an interim rate, in an amount as determined by the
commissioner, if the commissioner makes a finding that the corporation has made a
convincing showing that there is probable cause to believe that the failure to grant the interim
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rate will result in an underwriting loss for that line of business for the period for which rates
are being requested. As used in this subsection, "underwriting loss" means the difference
between income from current rates plus investment income, and projected claims plus
projected administrative expenses.

(3) If the final rate determination results in approval of a lower rate, appropriate refunds or
adjustments, as determined by the commissioner, shall be made to reflect payments made in
excess of the approved rate.

(4) The order establishing an interim rate adjustment made pursuant to this section shall be
limited to adjusting rates for certificates then in effect, and shall not be used to alter
certificates or implement new certificates.

(5) This section shall apply only to rates subject to section 608(1) for which a hearing has
been requested.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1615 Review of final order. or decision.
Sec. 615.

Any final order or decision made, issued, or executed by the commissionér under this act
after a hearing held beforte the commissioner or a deputy commissioner pursuant to the
administrative procedutes aet'shall be subject to review as provided in-Chapter 6 of the
administrative proeedures act without leave by the circuit court for Ingham county.

History: 1980,Act 350, Eff. Apr. 311981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1616 Endorsing,filing, and indexing documents; notice of refusal to file; judicial
review; certificate of correction; persons adversely affected by correction; documents to
which section inapplicable.

Sec. 616.

(1) If a document required or permitted to be filed with the commissioner under this act
substantially conforms to the requirements of this act, the commissioner shall endorse upon it
the word "filed" with the commissioner's official title and the dates of receipt and of filing, and
shall file and index the document or a reproduction of the document pursuant to the records
media act in his or her office. If so requested at the time of delivery of the document to his or
her office, the commissioner shall include the hour of filing in his or her endorsement on the
document.

(2) If the commissioner fails promptly to file a document, other than an annual report or a
supplemental statement, submitted for filing under this act, the commissioner, within 10 days
after receipt from the person submitting the document for filing of a written request for the
filing of the document, shall give written notice of the refusal to file to that person, specifying
the reasons for the failure to file the document. From the disapproval, the person may seek
judicial review pursuant to sections 103, 104, and 106 of the administrative procedures act of
1969, Act No. 306 of the Public Acts of 1969, being sections 24.303, 24.304, and 24.306 of
the Michigan Compiled Laws.
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(3) If a document relating to a health care corporation filed with the commissioner under
this act is an inaccurate record of the corporation action referred to in the document or was
defectively or erroneously executed, the document may be corrected by filing with the
commissioner a certificate of correction on behalf of the corporation. A certificate, entitled
"certificate of correction of . . . (correct title of document and name of corporation)" shall be
signed as provided in this act with respect to the document being corrected and shall be filed
with the commissioner. The certificate shall set forth the name of the corporation, the date the
document to be corrected was filed by the commissioner, the provision in the document as
corrected or eliminated, and, if the execution was defective, the proper execution. The
corrected document is effective in its corrected form as of its original filing date except as to a
person who relied upon the inaccurate portion of the document and was, as a result of the
inaccurate portion of the document, adversely affected.by the correction.

(4) This section does not apply with respect to.doeuments filed pursuant to part 5'or this
part.

History: 1980, Act 350, Eff. Apr. 3, 1981 ;-- Am. 1992, Act 197, Imd Eff! Oct.\5,"1992
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1617 Rules.
Sec. 617.

The commissioner may promulgate rules which the commissioner considers necessary to
carry out the putpeses of, and to execute and enforce this(act. The rules shall be promulgated
pursuant to the administrativeprecedures act.

History: 1980, Act 350, Eff: Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name:Act350

550.1618 Compliance-with new procedures, benefits, or contracts.
Sec. 618.

Whenever any section of this act requires a health care corporation to implement any new
procedure, provide any new benefit, or enter into any new contract, the commissioner shall
give the health care corporation a reasonable time to comply with the requirements.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1619 Injunction; declaratory and equitable relief; enforcement of act or rules.
Sec. 619.

(1) The attorney general may bring an action, or apply to the circuit court for a court order,
to enjoin a health care corporation from transacting business, receiving, collecting, or
disbursing money, or acquiring, holding, protecting, or conveying property if that corporate
activity is not authorized under this act.

(2) The attorney general may apply to the circuit court for a court order enjoining an alleged
violation of this act or other equitable or extraordinary relief to enforce this act.
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(3) A political subdivision of this state, an agency of this state, or any person may bring an
action in the circuit court for Ingham county for declaratory and equitable relief against the
commissioner or to compel the commissioner to enforce this act or rules promulgated under
this act.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1620 Certificate subject to policy and certificate issuance and rate filing
requirements; establishment of reasonable open enrollment periods; frequency and
duration; denial, condition, or discrimination.

Sec. 620.

(1) Notwithstanding any provision of this act'te the contrary, a certificate delivered, issued
for delivery, or renewed in this state'on or after January 1, 2014,by a health care eorperation is
subject to the policy and certificate issuance and rate filing requirements ofithe“insutance code
of 1956, 1956 PA 218:MCL 500.100:t0 500.8302,including the rating factor, requirements of
section 3474a of the insurance code of 1956,.1956 PA 218, MCL 500.3474a.

(2) For a certificateidelivered, issued-for delivery, or renewed in.this state on orafter
January 1, 2014, subject to the prior approval of the commissioner, a health care corporation
may establish reasonable open'enrollment periods.

(3) The commissionér shall establish minimum standards ferithe frequency and duration of
open enrollment periods established nder subsection (2): The commissioner shall uniformly
apply the:minimum standardsiforthe frequeney and duration of open enrollment periods
established under this'subsection to all health care corporations.

(4) A health care corporation offering eoverage during an open enrollment period
established unhder subsectiony(2)-shall not deny or condition the issuance or effectiveness of a
certificate and shall not discriminate in the pricing of the certificate on the basis of health
status, claims experience, receipt of health care, or medical condition.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part 6A
HEALTH ENDOWMENT FUND CORPORATIONS

550.1651 Definitions.
Sec. 651.

As used in this part:

(a) "Board" means the board of a health endowment fund corporation incorporated under
this part.

(b) "Executive director" means the executive director of a fund appointed by the board.

(c) "Fund" means a health endowment fund corporation organized as a nonprofit
corporation under section 653.
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History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1652 Health endowment fund corporation; incorporation; conflict of interest;
appointment of board members; vacancy; terms; quorum; vote; business open to public;
notice; meeting in closed session; minutes; compensation.

Sec. 652.

(1) A health endowment fund corporation shall not be incorporated in this state except under
this part.

(2) A board shall adopt a conflict of interest policy. A board member with a direct or indirect
interest in any matter before the fund shall disclose'the meémber's interest to thesboard before
the board takes any action on the matter. The board shall record the member's disclosure in the
minutes of the board meeting. If a boatd member or@ member of his,or her immediate family,
organizationally or individually, Would derive a direct and specificibenefit from.aidecision of
the board, that member shall recuse himself or herself from,the'discussion.and the vote on the
issue.

(3) Subject to this subséction, the governor-shall appoint the members of a board with the
advice and consent of the senate. An individual who is amemployee, officer,.or board member
of a health care corporation; a Iobbyist affiliated with ahealth'care corporation; or an
employee of a health insurer, health care proyider, or third party-administrator is not eligible to
be appointed and shall not'be appointed to a,beard under this subsection. On or before the
expirationi of 60 days after the incorpdration of a fund,under section 653, the governor shall
appoint the following.initialkmembers of the board with the advice and consent of the senate:

(a) One member from a list of 3 or moréindividuals recommended by the senate majority
leader.

(b) One member from a list of 3, or'more individuals recommended by the speaker of the
house of representativess

(c) One member representing the interests of minor children.

(d) One member representing the interests of senior citizens.

(e) Two members of the general public.

(f) One member representing the business community.

(g) One member from a list of 3 or more individuals recommended by the house minority
leader.

(h) One member from a list of 3 or more individuals recommended by the senate minority
leader.

(4) A vacancy on a board shall be filled in the same manner as the initial appointment under
subsection (3). Except as otherwise provided in this subsection, a board member shall be
appointed for a term of 4 years or until a successor is appointed, whichever is later. For the
initial members appointed under subsection (3), 3 members shall be appointed for 2-year
terms, 3 members shall be appointed for 3-year terms, and 3 members shall be appointed for 4-
year terms.

(5) Six members of a board constitute a quorum for the transaction of business at a meeting
of the board. An affirmative vote of 5 board members is necessary for official action of a
board.

(6) The business that a board may perform shall be conducted at a meeting of the board that
is held in this state, is open to the public, and is held in a place that is available to the general
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public. However, a board may establish reasonable rules and regulations to minimize
disruption of a meeting of the board. At least 10 days and not more than 60 days before a
meeting, a board shall provide public notice of its meeting at its principal office and on its
internet website. A board shall include in the public notice of its meeting the address where
board minutes required under subsection (7) may be inspected by the public. A board may
meet in a closed session for any of the following purposes:

(a) To consider the hiring, dismissal, suspension, or disciplining of board members or
employees or agents of the fund.

(b) To consult with its attorney.

(c) To comply with state or federal law, rules, or regulations regarding privacy or
confidentiality.

(7) A board shall keep minutes of each meeting. Board minutes shall be open to public
inspection, and the board shall make the minutes.availableéat the address designated,on the
public notice of its meeting under subsection’(6). A board shall make copies of the minutes
available to the public at the reasonabl€ estimated eost for printing-and copying. A board shall
include all of the following in its’board minutes:

(a) The date, time, and place of the meeting.

(b) Board members who are ptesent and absent,

(c) Board decisions made at a meeting.open'to the public.

(d) All roll call votes taken at the meeting.

(8) Board members shall senve without compensation.However, board members may be
reimbursed for their actual ‘and necessary expenses incurred in the performance of their official
duties as board members.

History: Add. 2013, Act 4, Iimd. Eff.Mar. 18, 2013
Popular Name: Blue Cross:Blue Shield
Popular Name: Act. 350

550.1653 Charitable purpose nenprofit corporation; receipt and administration of funds;
articles of incorporation;-grants; conflict with other provisions of law; social mission
contributions; fund as private, nonprofit corporation.

Sec. 653.

(1) A charitable purpose nonprofit corporation may be incorporated on a nonstock,
directorship basis, under the nonprofit corporation act, 1982 PA 162, MCL 450.2101 to
450.3192 consistent with this part and, if incorporated under this section, shall be organized to
receive and administer funds for the public welfare. The articles of incorporation must include
the word "Michigan" and the phrase "health endowment fund" in the name of the fund. As
soon as practicable after the incorporation of a fund under this subsection, the fund shall apply
for and make its best effort to obtain tax-exempt status under section 501(c)(3) of the internal
revenue code, 26 USC 501.

(2) The articles of incorporation of a fund must provide that the fund is organized for the
following purposes:

(a) Supporting efforts that improve the quality of health care while reducing costs to
residents of this state.

(b) Benefitting the health and wellness of minor children and seniors throughout this state
with a significant focus in the following areas:

(1) Access to prenatal care and reduction of infant mortality rates.

(i1) Health services for foster and adopted children.
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(ii1) Access to healthy food.

(iv) Wellness programs and fitness programs.

(v) Access to mental health services.

(vi) Technology enhancements.

(vii) Health-related transportation needs.

(viii) Foodborne illness prevention.

(c) Awarding grants for a term not exceeding 3 years in duration for projects that will
promote the purposes of the fund.

(d) Subsidizing the cost of individual medigap coverage to medicare-eligible individuals in
this state who demonstrate a financial need in order to be able to purchase individual medigap
coverage.

(3) The board shall establish a comprehensive and competitive process to award grants.

(4) The nonprofit corporation act, 1982 PA 162yMCL 450.2101 to 450.31925applies to a
fund. If a provision relating to a fund undex this part conflicts with otherstate law, this part
controls.

(5) If a fund is eligible to receive social mission contributions under section 220(2),the
eligible fund shall implementa program to disburse meney,to subsidize the'€ost of'individual
medigap coverage to medicare-eligible individuals in thisState who demonstrate a financial
need in order to be able to'purchase individual' medigap coverage. The-Commissioner shall
develop a means test to be used to determine if a medicare-¢ligible individual-applicant is
eligible for the medigap coverage subsidy proyided foriifi.this'subsection and.shall submit the
test developed to the attetney general for approval.

(6) If a fund is eligible.to receive soeial mission contributions under section 220(2),
beginning on'the first day of the-thirdidAugust after the fund receives its initial social mission
contribution, and ending on‘the thirty-first day. of the eighth December after the fund receives
its initial social missioen contribution, thefund shall disburse $120,000,000.00 to subsidize the
cost of individual medigap coverage purchased by medicare-eligible individuals in this state,
subject to subsection (5).

(7) A fund is a private, nonprofit corporation organized for charitable purposes and is not a
state agency, governmental agency, or other political subdivision of this state. Money of a fund
is held by the fund for the purposes consistent with this part and is not money of this state or a
political subdivision of this state and shall not be deposited in the state treasury. A member of
a board is not a public officer of this state.

History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1654 Executive director.
Sec. 654.

(1) A board shall appoint an executive director to serve as the chief executive officer of the
fund. The executive director shall serve at the pleasure of the board. The executive director
may employ staff and hire consultants as necessary with the approval of the board. The board
shall determine compensation for the executive director and staff employed under this
subsection and shall approve contracts under this subsection.

(2) The executive director shall display on the fund internet website information relevant to
the public, as defined by the board, concerning the fund's operations and efficiencies, as well
as the board's assessments of those activities.
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History: Add. 2013, Act 4, Imd. Eff. Mar. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1655 Disbursement, expenditure, and investment of money by fund; system of
financial accounting, controls, audits, and reports; appointment of audit committee;
duties of executive director; requirement to keep accurate accounting; cooperation with
investigation.

Sec. 655.

(1) Subject to this section, a fund may disburse money contributed to the fund each year, not
including any interest, earnings, or unrealized gains or.losses on those contributions, for the
purposes of the fund as described in section 653, Arfund may expend a portion-ef the money
contributed to the fund in each year following the initial'contribution to the fund according to
the following schedule:

(a) Years 1 through 4, 80%.

(b) Years 5 through 8, 67%.

(c) Years 9 through 12, 60%.

(d) Years 13 through 18, 25%.

(2) On and after the date that the accumulated principaliofimoney held by afundreaches
$750,000,000.00, the fund shall maintain that amount fot.investment te, proyide an ongoing
income to the fund. On.and afterthe date that'the accumulated prih¢ipalin the fund reaches
$750,000,000.00,the board shall not allow the-accumulated, principal of the fund to fall below
$750,000;000.00,due to expenditures inade for the purposes'of the fund as described in section
653.

(3) A fund may expendmoney received by the fund from any source in a fiscal year of the
fund that is in-excess.of the amount required to maintain the accumulated principal goals as
described in subsection (2),not including any interest, earnings, or unrealized gains or losses
on those funds, on thereasonable administrative costs of the fund and for the purposes of the
fund as described in this'part. The investment of fund money and donations by the fund are
under the exclusive control and discretion of the fund and are not subject to requirements
applicable to public funds.

(4) A fund may invest accumulated principal in the fund only in securities permitted by the
laws of this state for the investment of assets of life insurance companies, as described in
chapter 9 of the insurance code of 1956, 1956 PA 218, MCL 500.901 to 500.947.

(5) A fund's articles of incorporation or bylaws must provide for a system of financial
accounting, controls, audits, and reports. The board annually shall have an audit of the fund
conducted by an independent public accountant firm, and the auditor's audit report and
findings shall be submitted to the board. The expense of an audit required under this
subsection is considered a reasonable administrative cost under subsection (3).

(6) A fund's articles of incorporation or bylaws must require that the board shall appoint
from its members an audit committee consisting of no fewer than 3 members and for the audit
committee to contract with an independent auditing firm to provide an annual financial audit
in accordance with applicable auditing standards.

(7) The executive director shall do all of the following:

(a) Review and certify external auditor reports.

(b) Make external auditor reports available to the board and to the general public.
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(c) Develop and implement corrective actions to address weaknesses identified in an audit
report.

(8) The articles of incorporation or bylaws of a fund must require the fund to keep an
accurate accounting of all activities, receipts, and expenditures and annually submit to the
board, the governor, the senate and house of representatives appropriations committees, and
the senate and house of representatives standing committees on health policy a report
regarding those accountings.

(9) A fund and its directors, officers, and employees shall fully cooperate with any
investigation conducted by this state or a federal agency under its authority under state or
federal law, to do any of the following:

(a) Investigate the affairs of the fund.

(b) Examine the assets and records of the fund.

(c) Require periodic reports in relation to the aetivities undertaken by the fund'in
compliance with applicable law.

History: Add. 2013, Act 4, Imd. Eff. Mat. 18, 2013
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

Part 7

550.1701 Formal reorganization not required; duties of health care corporation;
amendments to articles and bylaws; description of board restructuring; review;
certification; statement-of reasons for disapproval; judicial remedies; effect of
noncompliance; extension of corporate existence; powers undiminished.

Sec. 701.

(1) Each health care corporation‘on the'effective date of this act shall be subject to this act
without formal.reorganization under-this act, and shall be considered to exist under this act.
However, within 120 days following the effective date of this act, the health care corporation
shall do all of the following:

(a) Amend its articles of incorporation and bylaws to conform to the requirements of this
act, subject to the certification of the attorney general, as provided in subsection (2).

(b) Restructure its board of directors to conform with the requirements of this act. The
restructuring shall be described, shall be in writing, and shall be subject to the certification of
the attorney general, as provided in subsection (2).

(c) After complying with subdivisions (a) and (b), obtain from the commissioner a new
certificate of authority.

(2) Relative to the changes required by this act, amendments to the articles and bylaws, and
a written description of the board restructuring shall be submitted to the attorney general and
to the commissioner. If the attorney general finds that the amendments and restructuring
conform to all statutory requirements, and that they comply with this act and ensure fair and
equitable representation of the subscribers of the corporation, the attorney general shall certify
these findings to the commissioner. In reviewing the amendments and description of the board
restructuring, the attorney general may consult with the board of directors, officers, or
employees of a corporation, and with any other individual or organization.

(3) If the attorney general approves the amendments and restructuring, the attorney general
shall certify his or her approval to the board. The amendments, and restructuring as described,
shall take effect 10 days after the certification. If the attorney general disapproves all or any
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part of the amendments or restructuring, or both, the attorney general shall return the
disapproved amendments or the written description of the restructuring, or both, to the board
with a written statement setting forth the reasons for the disapproval and any
recommendations for change which he or she may wish to suggest.

(4) If the amendments, written description of restructuring, or both, required by this act are
not submitted to the attorney general and the commissioner within 120 days after the effective
date of this act, or if the amendments, written description, or both, are disapproved as provided
in this section, the commissioner and the attorney general shall, and the corporation may, seek
judicial remedies as provided for by law in the circuit court in this state.

(5) If a health care corporation fails to comply with this section, the commissioner may
issue an order suspending the right and privilege of the corporation to sell or issue new
certificates until this section has been fully complied with.

(6) The corporate existence of each health carescorporation operating in this-state'shall be
considered to be extended, and its powers_inall other respects undiminished, during the 120-
day implementation period prescribed in subsection«(1).

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1702 Discontinuation of certain rules; continuation of certain orders and approvals.
Sec. 702.

Rules which were promulgated under former Act No: 108 or 109 of the Public Acts of
1939, shall not ¢ontinue in effecttinder this act. Orders isstued and approvals granted by the
commissioner under former Act No. 108 or 109 of'the Public Acts of 1939, shall continue in
effect until rescindéd ot withdrawn by the‘commissioner under this act.

History: 1980,Act 350, Eff. Aprr3, 1981

Compiler's Notes: Acts 108.and 109 of 1939, referred to in this section, were repealed by Act 350 of
1980.

Popular Name: Blue Cross-Blue Shield

Popular Name: Act 350

550.1703 Repeal of MCL 550.301 to 550.316 and 550.501 to 550.517.
Sec. 703.

The following acts and parts of acts are repealed:

(a) Act No. 108 of the Public Acts of 1939, as amended, being sections 550.301 to 550.316
of the Compiled Laws of 1970.

(b) Act No. 109 of the Public Acts of 1939, as amended, being sections 550.501 to 550.517
of the Compiled Laws of 1970.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350

550.1704 Effective date.
Sec. 704.
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This act shall take effect April 3, 1981.

History: 1980, Act 350, Eff. Apr. 3, 1981
Popular Name: Blue Cross-Blue Shield
Popular Name: Act 350
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