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A bill to amend 1956 PA 218, entitl ed

"An act to revise, consolidate, and classify the laws relating to

t he insurance and surety business; to regulate the incorporation or
formati on of donmestic ihsurance and surety conpani es and associ ati ons
and the adm ssion of foreign and alien conpani es and associ ations; to
provide their rights, powers, and imunities and to prescribe the
conditions on which conpani es and associ ati ons organi zed, ex!stlnﬁ, or
aut hori zed under this act may exercise their powers; to provide the
rights, powers, and immunities and to prescribe the conditions on which
ot her persons, firns, corporations, associations, risk retention

roups, and purchasing ﬁrpups engaged in an insurance or surety

usi ness may exercise their powers; to provide for the inposition of a
privilege fee on donestic insurance conpani es and associ ati ons and the
state accident fund; to provide for the inposition of a tax on the

busi ness of foreign and alien conpani es and associ ations; to provide
for the inposition of a tax on risk retention groups and purchasi ng
groups; to provide for the inposition of a tax on the business of
surplus line agents; to provide for the inposition of re?ulatory fees
on certain insurers; to nodify tort |!abI|II¥ arising out of certain
accidents; to provide for limted actions with respect to that nodified
tort liability and to prescribe certain procedures for maintaining
those actions; to require security for |osses arising out of certain
accidents; to provide for the continued availability and affordability
of autonnblle I nsurance and honeowners insurance in this state and to
facilitate the purchase of that insurance by all residents of this
state at fair and reasonable rates; to provide for certain reportin

Wi th respect to insurance and with respect to certain clains agains
uni nsured or self-insured persons; to prescribe duties for certain
state departnents and officers with respect to that reporting; to
provide tor certain assessnents; to establish and continue certain
state insurance funds; to nodify and clarify the status, rights,

owers, duties, and operations of the nonprofit mal practice insurance
fund; to provide for the departnental supervision and regul ation of the
i nsurance_and surety business wthin this state; to provide for the
conservation, rehabilitation, or liquidation of unsound or insolvent
insurers; to provide for the protection of pollcyholders, cl ai mant s,
and creditors of unsound or insolvent insurers; to provide for
associations of insurers to protect policyholders and clainmants in the

event of insurer insolvencies; to prescribe educational requirenents

for insurance agents and solicitors; to provide for the regulation o
mul tiple enployer wel fare arrangenents; to create an autonobile theft
prevention authority to reduce the nunber of autonobile thefts in this
State; to prescribe the powers and duties of the autonobile theft )
prevention authority; to provide certain wers and duties upon certain

0
officials, departnments, and authorities oP this state; to repeal
certain acts and parts of acts; to repeal certain acts and parts of
acts on specific dates; to repeal certain parts of this act on specific
dates; and to provide penalties for the violation of this act,". "The
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i nsurance code of 1956,"
Senate Bill No. 1007 (page 2 of 3)
by anending the title and sections 405, 408, 410, 2016, 2213b, 4424,
5800, and 8199a (MCL 500. 405, 500.408, 500.410, 500.2016, 500.2213b,
500. 4424, 500.5800, and 500.8199a), the title and section 405 as
anmended by 1994 PA 228, sections 408 and 410 as anended by 1994 PA
443, section 2016 as added by 1982 PA 7, section 2213b as added by
1996 PA 517, section 4424 as anended by 1982 PA 27, section 5800 as
amended by 1984 PA 386, and section 8199a as anended by 1994 PA
226, and by addi ng sections 839, 4419, and 5904.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

"TI TLE
An act to revise, consolidate, and classify the |laws relatina

to the insurance and surety business; to requlate the incorporation or
formati on of domestic insurance and surety conpani es and associ ati ons
and the adm ssion of foreian and alien conpani es and associ ations; to
provide their riaghts, powers, and immunities and to prescribe t he’
condi tions on which conmpani es and associ ati ons oragani zed, existing, or
aut hori zed under this act nmy exercise their powers: to provide the

riahts, powers, and imunities and to prescribe the conditions on which
ot her persons, firns, corporations, associations, risk retention
aroups, and purcha5|nq groups engaged in an insurance or surety

busi ness nmay exerci se their powers:; to provide for the inmposition of a
privileae fee on donestic insurance conpani es and associ ati ons and t he
state accident fund; to provide for the inmposition of a tax on the

busi ness of foreian and alien conpani es and associ ations; to provide
for the inmposition of a tax on risk retention aroups and purchasi ng
aroups; to provide for the inmposition of a tax on the busi ness of
surplus [ine agents: to provide for the inposition of requlatory fees
on certain insurers; to nodify tort liability arising out of certain
accidents; to provide for limted actions with respect to that nodified
tort liability and to prescribe certain procedures for naintaining
those actions; to reaquire security for |losses arisina out of certain
accidents; to provide for the continued availability and affordability
of autonmobile insurance and homeowners insurance in this state and to
facilitate the purchase of that i nsurance by all residents of this
state at fair and reasonable rates; to provide for certain reportinag
with respect to insurance and with respect to certain clains against

uni nsured or self-insured persons; to prescribe duties for certain
state departments and officers with respect to that reporting; to
provide for certain assessnents; to establish and continue certain
state i nsurance funds; to nDdlfv and clarify the status, riahts,

powers, duties., and operations of the nonprofit mal practice insurance
fund; to provide for the departmnental supervision and requlatlon of the
i nsurance and surety business wthin this state; TO PROVIDE F
REGULATI ON OVER WORKER S COVPENSATI ON SELF- INSURERS; to provide for the
conservation, rehabilitation, or liaquidation of unsound or insolvent
insurers; to provide for the protection of policvhol ders, claimants,
and creditors of unsound or insolvent insurers: to provide for

associ ations of insurers to protect pol i cyhol ders and clai mants in the
event of insurer insolvencies: to prescribe educational requirenents
for insurance adents and solicitors: to provide for the requlation of
mul tipl e enpl over wel fare arranaements: to create an autonobile theft
prevention authority to reduce the nunber of autonobile thefts in this
state; to prescribe the powers and duties of the autonobile theft )
prevention authority; to provide certain powers and duties upon certain
officials, departnents, and authorities of this state: to repeal
eertatn— acts and parts of acts:;

gates— and to provide penalties for the violation of this act."”
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1 Sec. 405. (1) Except as provided in subsection (2), the

2 certificate of authority of a foreign insurer wwth respect to
Senate Bill No. 1007 (page 3 of 3)

3 whom control as defined in section —+#5(b)— 115 changes after

4 Cctober 1, 1992 without being subject to the comm ssioner's
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approval shall be automatically revoked 90 days after the change
in control without further action by the conm ssioner unless,

wi thin 90 days of the change of control or a |longer period if the
comm ssioner allows, the insurer requalifies for a certificate of
authority under the provisions of this act in force as of the
change of control. The certificate of authority shall be revoked
under such conditions for the protection of policyholders, credi-
tors, and the public as the conm ssioner may require. AN | NSURER
DOES NOT' HAVE TO REQUALI FY FOR A CERTI FI CATE OF AUTHORI TY UNDER
THI 'S SUBSECTI ON | F THE COW SSI ONER FI NDS ALL OF THE FOLLOW NG

(A) THE I NSURER S MOST RECENT A. M BEST FI NANCI AL RATING I S
AT LEAST AN "A-" OR | S A COMPARABLE RATI NG AS ASSI GNED BY A
NATI ONALLY RECOGNI ZED STATI STI CAL RATI NG ORGANI ZATI ON APPROVED BY
THE COVWM SSI ONER.

(B) FOLLON NG THE CHANGE | N CONTROL, THE | NSURER MEETS THE
M NI MUM CAPI TAL AND SURPLUS REQUI REMENTS TO QUALI FY FOR AND MAI N-
TAIN AUTHORI TY TO TRANSACT I NSURANCE IN THI S STATE UNDER SECTI ON
410(2) AND (3). HOWEVER, THE COWM SSI ONER MAY WAI VE THE REQUI RE-
MENT OF THI'S SUBDI VI SION | F BOTH OF THE FOLLOW NG APPLY:

(1) THE | NSURER POSSESSED A CERTI FI CATE OF AUTHORI TY TO
TRANSACT | NSURANCE I N THI S STATE PRI OR TO THE EFFECTI VE DATE OF
THE AMENDATORY ACT THAT ADDED THI S SUBPARAGRAPH.

(11) THE COW SSI ONER FI NDS THAT THE | NSURER | S OTHERW SE
SAFE, RELI ABLE, AND ENTI TLED TO PUBLI C CONFI DENCE.

(C©) THE INSURER S TOTAL CAPI TAL EXCEEDS 2 TI MES THE
COVPANY' S AUTHORI ZED CONTROL LEVEL.

00445' 97 (H 3)
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(D) THE I NSURER S CERTI FI CATE OF AUTHORI TY HAS NOT BEEN
SUSPENDED, REVOKED, OR LI M TED UNDER SECTI ON 436 AT ANY TI ME
DURI NG THE 5- YEAR PERI OD | MMVEDI ATELY PRECEDI NG THE CHANGE OF
(CCE])\IT1RCH]E | NSURER |'S NOT SUBJECT TO AN | NSURANCE REGULATORY
LSOV O SRR Dy S8 S SO Ve ey
PRECEDI NG THE CHANGE OF CONTROL.

(2) A person seeking to acquire control of a foreign insurer
may request the comm ssioner to determ ne whether or not the com
m ssioner would requalify the insurer for a certificate of
authority if control is acquired. The comm ssioner shall deter-
mne within 90 days after the request is nmade whether or not the
insurer would requalify for a certificate of authority if contro
is acquired. The comm ssioner's determ nation shall be in wit-
ing and shall state the comm ssioner's reasons as to why the com
m ssi oner would either grant or deny requalification for a cer-
tificate of authority if control is acquired. |If the comm s-
sioner does not issue his or her determnation within this 90-day
period and the person seeking the request acquires control of the
foreign insurer within 180 days after the request for a determ -
nati on was made, the insurer shall be automatically requalified
for a certificate of authority. |If the comm ssioner issues an
affirmative requalification determ nation and the person request-
ing the determ nation acquires control of the foreign insurer
wi thin 180 days after the request for a determ nation was made,
the comm ssioner is prohibited from proceedi ng under subsection
(1). —TFhts—stbseet+on—+s—efHfeetveJuby—31—31994—

Sec. 408. (1) To qualify for authority to transact insur-
ance in this state a donestic, foreign, or alien insurer shal

possess and thereafter maintain paid-in capital or surplus or

00445' 97 (H 3)
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1 assets in anounts that are not |ess than those shown by the

2 applicable portion of the follow ng schedul e:

00445' 97 (H 3)
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Ki nd of insurance Donestic, foreign Domestic, foreign Donestic, foreign Alien insurers

stock insurers mutual life insurers nutual insurers United States
CAPI TAL SURPLUS other than life ASSETS
ASSETS

Life $200, 000. 00 $200, 000. 00 not applicable $200, 000. 00
Life and disability 300, 000. 00 300, 000. 00 not applicabl e 300, 000. 00
Di sability, except as pro-
vided in subsection (2), _
(3), or (4) 200, 000. 00 not applicable $ 50, 000. 00 200, 000. 00
Property & narine 200, 000. 00 not applicabl e 50, 000. 00 200, 000. 00
Aut onobi |l e 200, 000. 00 not applicabl e 50, 000. 00 200, 000. 00
Casual ty 200, 000. 00 not applicabl e 50, 000. 00 200, 000. 00
Surety & fidelity 250, 000. 00 not applicabl e 250, 000. 00 250, 000. 00
Surety, fidelity, casualty 450, 000. 00 not applicabl e 250, 000. 00 450, 000. 00

Kind of 1nsurance Reci proca

i nsurers
ASSETS

Di sability, except as pro-
vided in subsection (2
(3), or (4) $50, 000. 00
Property & nmarine 50, 000. 00
Aut onobi |l e 50, 000. 00
Casual ty 50, 000. 00
Surety & fidelity 50, 000. 00
Surety, fidelity, casualty 50,000.00

00445' 97 (H- 3)
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Multiple lines: Any insurer may reinsure risks of every
kind or description and wite any and all kinds of insurance
other than life insurance for which it is authorized while it
mai nt ai ns pai d-up capital and surplus of not |ess than
$500, 000. 00.

(2) An insurer authorized to transact casualty insurance
shal |l al so have authority to transact disability insurance wth-
out additional capital, surplus, or assets, as the case may be.

(3) A donestic stock insurer organized to insure on the
mont hly or weekly prem um paynent plan any person agai nst bodily
injury or death by accident or against disability on account of
si ckness, or to provide a cash funeral benefit not exceedi ng
$500. 00, shall have paid-in capital stock of not |ess than
$25, 000. 00.

(4) As to a reciprocal insurer the authority to transact
disability insurance, either alone or in conbination with other
i nsuring powers, does not include authority to transact health
i nsur ance.

(5) Financial requirenments as to cooperative assessnent
life, disability, and | oss of position insurers, as identified in
chapter 64, shall be as provided in that chapter. Financi al
requi renents as to domestic stock insurers forned to insure rail -
way enpl oyees against |oss of position, to transact disability
and life insurance, and to make annuities as identified in sec-
tion 6604 shall be as provided in section 6608.

(6) This section applies to donmestic insurers organized
prior to July 21, 1965 and to foreign and alien insurers not

00445' 97 (H 3)
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subject to the provisions of section 410. However, A donestic
—+astrers— | NSURER organi zed prior to July 21, 1965 and any for-
ei gn —and— OR alien —+nAsurers— | NSURER not subject to the provi-

sions of section 410 that —subseguentty—attatrn— ATTAINS the | eve
of capital —e+— AND surplus required by section —4i6—are— 410(1),

(2), OR(3) ISrequired thereafter to maintain —eonptHance—wth—
THAT LEVEL OF CAPI TAL AND SURPLUS UNDER section 410 unl ess the
direct premuns witten and any reinsurance assuned by the
insurer in an annual period are less than the insurer's surplus.

(7) AN I NSURER AUTHORI ZED TO TRANSACT | NSURANCE ON OR AFTER
JULY 21, 1965 AND BEFORE JANUARY 1, 1999 THAT ATTAINS THE LEVEL
OF CAPI TAL AND SURPLUS REQUI RED BY SECTI ON 410(2) IS REQUI RED
THEREAFTER TO MAI NTAI N THAT LEVEL OF CAPI TAL AND SURPLUS UNDER
SECTI ON 410 UNLESS THE DI RECT PREM UMS WRI TTEN AND ANY REI NSUR-
ANCE ASSUMED BY THE | NSURER I N AN ANNUAL PERI OD ARE LESS THAN THE
| NSURER' S SURPLUS.

(8) —#H— Notwithstanding the specific requirenents of this
section, donestic, foreign, and alien insurers shall also conply
with the standard set forth in section 4083.

Sec. 410. (1) To qualify for and naintain authority to
transact insurance in this state ON OR after July 21, 1965 AND
BEFORE JANUARY 1, 1999, a donestic, foreign, or alien insurer
shal | possess and thereafter maintain uninpaired capital and sur-
plus in an anmobunt determ ned adequate by the comm ssioner to con-
tinue to conply with section 403 but not |ess than
$1, 000, 000. 00. The conmi ssioner shall take into account the risk

based capital requirenents as devel oped by the national

00445' 97 (H 3)
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associ ation of insurance conm ssioners in order to determ ne
adequate conpliance with section 403.

(2) TO QUALI FY FOR AND NMAI NTAI N AUTHORI TY TO TRANSACT | NSUR-
ANCE IN THI S STATE ON OR AFTER JANUARY 1, 1999, A DOMESTIC, FOR-
El G\, OR ALI EN | NSURER SHALL POSSESS AND THEREAFTER MAI NTAI N
UNI MPAI RED CAPI TAL AND SURPLUS | N AN AMOUNT DETERM NED ADEQUATE
BY THE COWM SSI ONER TO CONTI NUE TO COMPLY W TH SECTI ON 403 BUT
NOT LESS THAN $7, 000, 000. 00. THE COWM SSI ONER SHALL TAKE | NTO
ACCOUNT THE RI SK BASED CAPI TAL REQUI REMENTS AS DEVELOPED BY THE
NATI ONAL ASSOCI ATI ON OF | NSURANCE COWM SSI ONERS | N ORDER TO
DETERM NE ADEQUATE COVPLI ANCE W TH SECTI ON 403.

(3) 2— In addition to the m ninmum capital and surplus
specified i n —subseet+on—(31)— SUBSECTI ONS (1) AND (2), an insurer
applying for an initial certificate of authority after July 21,
1965 in this state shall possess and maintain surplus or addi-
tional surplus in an anmount determ ned by the comm ssioner ade-
quate to conply with section 403 for the kind or kinds of insur-
ance it wites or proposes to wite, but in no event |ess than
$500, 000. 00.

(4) —|3)— Except as provided by section 407, every insurer
authorized to transact insurance in this state may transact life
i nsurance or property insurance but not both, unless it was
authorized to transact such other kind or kinds of insurance in
this state i mediately prior to January 1, 1965. For the purpose
of this section, life insurance includes any 1 or nore of the
i nsurances described in sections 602 and 606; property insurance

includes any 1 or nore of the insurances described in chapter 6,

00445' 97 (H 3)
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excepting only section 602 and those provisions of section 632
that apply to insurances described in section 602. Nothing in
this section shall be construed to broaden the authority of
reci procal insurers.

(5) Except as provided in subsection 55— (7), an insurer
aut hori zed to transact insurance prior to July 21, 1965 may con-
tinue to transact insurance so long as it maintains the m nimm
financial requirenents of section 408. However, an insurer
authorized to transact insurance prior to July 21, 1965, that

—stbseguentty— attains the |l evel of mninmumcapital —ef— AND sur-
pl us required by subsection (1) shall maintain conpliance with
this section unless the direct premuns witten and any reinsur-
ance assunmed by the insurer in an annual period are |ess than the
i nsurer's surplus.

(6) EXCEPT AS PROVI DED | N SUBSECTION (7), AN | NSURER AUTHO
RI ZED TO TRANSACT | NSURANCE ON OR AFTER JULY 21, 1965 AND BEFORE
JANUARY 1, 1999 THAT ATTAINS THE LEVEL OF M NI MUM CAPI TAL AND
SURPLUS REQUI RED BY SUBSECTI ON (2) SHALL MAI NTAI N COVPLI ANCE W TH
THI S SECTI ON UNLESS THE DI RECT PREM UMS WRI TTEN AND ANY REI NSUR-
ANCE ASSUMED BY THE | NSURER I N AN ANNUAL PERI OD ARE LESS THAN THE
| NSURER' S SURPLUS.

(7) —€5)— An insurer shall not be authorized to transact
| egal expense insurance unless it neets the capital and surplus
requi renents of subsections (1), —ant— (2), AND (3).

(8) —6)— Notwithstanding the specific requirenents of this
section, donmestic, foreign, and alien insurers shall also conply

with the standard set forth in section 403.

00445' 97 (H 3)
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SEC. 839. (1) A DOMESTIC | NSURER MAY | SSUE CAPI TAL NOTES
UNDER THI S SECTI ON.

(2) A CAPI TAL NOTE | SSUED BY A DOMESTI C | NSURER MAY PROVI DE
FOR | NTEREST PAYMENTS AT FI XED OR ADJUSTABLE RATES, FOR SI NKI NG
FUND PAYMENTS, AND FOR PAYMENTS AND REDEMPTI ONS OF PRI NCI PAL
UNDER THE TERMS OF THE CAPI TAL NOTE.

(3) THE | SSUANCE OF A CAPI TAL NOTE IS NOT SUBJECT TO THE
COW SSI ONER' S PRI OR APPROVAL.

(4) A CAPITAL NOTE SHALL BE TREATED AS A LIABILITY IN THE
COVPUTATI ON OF STATUTORY SURPLUS AND SHALL BE REPORTED AS A
LI ABI LI TY ON THE DOVESTI C | NSURER S ANNUAL STATEMENT FI LED W TH
THE COVM SSI ONER UNDER SECTI ON 438.

(5 IN A LI QU DATI ON PROCEEDI NG PURSUANT TO CHAPTER 81, A
CAPI TAL NOTE IS A SIM LAR OBLI GATI ON UNDER SECTI ON 8142(1) (H).

(6) A CAPI TAL NOTE MAY BE | NCLUDED I N A DOMVESTI C | NSURER S
TOTAL ADJUSTED CAPI TAL. FOR A CAPI TAL NOTE TO BE SO | NCLUDED,
THE COWM SSI ONER MAY REQUI RE THE CAPI TAL NOTE TO CONTAI N OTHER
FEATURES AS THE COWM SSI ONER DETERM NES ARE ADEQUATE AND APPRO-
PRI ATE TO ENSURE THAT THE | NSURER CONTI NUES TO BE SAFE, RELI ABLE,
AND ENTI TLED TO PUBLI C CONFI DENCE.

(7) AS USED IN THI' S SECTI ON:

(A) "CAPI TAL NOTE" MEANS A DEBT | NSTRUVENT THAT COWPLI ES
WTH THI' S SECTI ON.

(B) "TOTAL ADJUSTED CAPI TAL" MEANS THE SUM OF AN | NSURER S
STATUTORY CAPI TAL AND SURPLUS AS DETERM NED UNDER THE ANNUAL
STATEMENT FI LED W TH THE COWM SSI ONER UNDER SECTI ON 438.

00445' 97 (H 3)
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Sec. 2016. (1) In addition to other provisions of |aw, the
foll ow ng practices as applied to worker's conpensati on insurance
| NCLUDI NG WORKER' S COMPENSATI ON COVERAGE PROVI DED THROUGH A
SELF- I NSURER S CGROUP are defined as unfair nethods of conpeti -
tion and unfair and deceptive acts or practices in the business
of i nsurance:

(a) As a condition of receiving a dividend for the current
or a previous year, requiring an insured to renew or nmaintain
wor ker' s conpensation insurance with the insurer beyond
CONT NUE PARTT O BATT O W T APORKER S COVPERSAT] ON SELF I NGURER
GRCUP(b) As a condition of obtaining worker's conpensation insur-
ance, requiring a prem um deposit greater than 25% of the total
proj ected annual prem um or $2,500.00, whichever is greater.

(c) As a condition of obtaining worker's conpensation insur-
ance, requiring the purchase of any other form of insurance from
t he sane insurer

(d) As the result of a payroll audit or exam nation, requir-
ing the paynent of an increased premumincrenment within 30 days
of witten notification of the increase in prem um

(2) This section —shatH— DCES not apply if the insured was
guilty of msrepresentation, fraud, or other acts of bad faith.
INSURE%%‘TEEEUSE?T|CN ALSO APPLI ES TO WORKER' S COMPENSATI ON SELF-

Sec. 2213b. (1) Except as provided in this section, an
insurer that delivers, issues for delivery, or renews in this
state an expense-incurred hospital, nedical, or surgical individ-
ual policy under chapter 34 shall renew or continue in force the

policy at the option of the individual.

00445' 97 (H 3)
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(2) Except as provided in this section, an insurer that
delivers, issues for delivery, or renews in this state an
expense-incurred hospital, nedical, or surgical group policy or
certificate under chapter 36 shall renew or continue in force the
policy or certificate at the option of the sponsor of the plan.

(3) Guaranteed renewal is not required in cases of fraud,
intentional msrepresentation of material fact, |ack of paynent,
if the insurer no longer offers that particular type of coverage
in the market, or if the individual or group noves outside the
service area.

(4) SUBSECTIONS (1), (2), AND (3) DO NOT APPLY TO A
SHORT- TERM OR 1-TI ME LI M TED DURATI ON PCLI CY OR CERTI FI CATE OF NO
LONGER THAN 6 MONTHS.

(5 FOR THE PURPCSES OF THI S SECTI ON AND SECTI ON 3406F, A
SHORT- TERM OR 1-TI ME LI M TED DURATI ON PCLI CY OR CERTI FI CATE OF NO
LONGER THAN 6 MONTHS | S AN | NDI VI DUAL HEALTH POLI CY THAT MEETS
ALL OF THE FOLLOW NG

(A) IS ISSUED TO PROVI DE COVERAGE FOR A PERI OD OF 185 DAYS
OR LESS, EXCEPT THAT THE HEALTH POLI CY MAY PERM T A LI M TED
EXTENSI ON OF BENEFI TS AFTER THE DATE THE PCLI CY ENDED SOLELY FOR
EXPENSES ATTRI BUTABLE TO A CONDI TI ON FOR WHI CH A COVERED PERSON
| NCURRED EXPENSES DURI NG THE TERM OF THE PQOLI CY.

(B) I'S NONRENEWABLE, PROVI DED THAT THE HEALTH | NSURER MAY
PROVI DE COVERAGE FOR 1 OR MORE SUBSEQUENT PERI ODS THAT SATI SFY
SUBDI VISION (A), |F THE TOTAL OF THE PERI ODS OF COVERAGE DO NOT
EXCEED A TOTAL OF 185 DAYS OQUT OF ANY 365- DAY PERI OD, PLUS ANY
ADDI TI ONAL DAYS PERM TTED BY THE POLI CY FOR A CONDI TI ON FOR WHI CH

00445' 97 (H 3)
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A COVERED PERSON | NCURRED EXPENSES DURI NG THE TERM OF THE
PQOLI CY.

(C DCES NOI' COVER ANY PREEXI STI NG CONDI Tl ONS.

(D) I'S AVAI LABLE W TH AN | MVEDI ATE EFFECTI VE DATE, W THOUT
UNDERWRI TI NG, UPON RECEI PT BY THE | NSURER OF A COVPLETED APPLI CA-
TION | NDI CATI NG ELI G BI LI TY UNDER THE HEALTH I NSURER S ELI G BI L-
| TY REQUI REMENTS, EXCEPT THAT COVERAGE THAT | NCLUDES OPTI ONAL
BENEFI TS MAY BE OFFERED ON A BASI S THAT DOES NOT MEET THI S
REQUI RENVENT.

(6) AN I NSURER THAT DELI VERS, | SSUES FOR DELI VERY, OR RENEWS
IN TH S STATE A SHORT- TERM OR 1-TI ME LI M TED DURATI ON POLI CY OR
CERTI FI CATE OF NO LONGER THAN 6 MONTHS SHALL PROVI DE THE FOLLOW
| NG TO THE COW SSI ONER:

(A) BY NO LATER THAN FEBRUARY 1, 1999, A WRI TTEN REPORT THAT
DI SCLOSES BOTH OF THE FOLLOW NG

(1) THE GRCSS WRI TTEN PREM UM FOR SHORT- TERM OR 1- Tl ME
LI M TED DURATI ON PCLI Cl ES OR CERTI FI CATES OF NO LONGER THAN 6
MONTHS | SSUED IN THI S STATE DURI NG THE 1996 CALENDAR YEAR.

(11) THE GROSS WRI TTEN PREM UM FOR ALL | NDI VI DUAL
EXPENSE- | NCURRED HOSPI TAL, MEDI CAL, OR SURA CAL POLI CI ES OR CER-
TI FI CATES | SSUED OR DELI VERED IN THI S STATE DURI NG THE 1996 CAL-
ENDAR YEAR OTHER THAN PCLI Cl ES OR CERTI FI CATES DESCRI BED I N
SUBPARAGRAPH ( i).

(B) BY NO LATER THAN MARCH 31, 1999 AND ANNUALLY THEREAFTER,
A VRI TTEN ANNUAL REPORT THAT DI SCLOSES BOTH OF THE FOLLOW NG
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(1) THE GRCSS WRI TTEN PREM UM FOR SHORT- TERM OR 1- Tl ME
LI M TED DURATI ON PCLI Cl ES OR CERTI FI CATES I SSUED IN THI S STATE
DURI NG THE PRECEDI NG CALENDAR YEAR.

(11) THE GROSS WRI TTEN PREM UM FOR ALL | NDI VI DUAL
EXPENSE- | NCURRED HOSPI TAL, MEDI CAL, OR SURA CAL POLI CIES OR CER-
TI FI CATES | SSUED OR DELI VERED IN THI S STATE DURI NG THE PRECEDI NG
CALENDAR YEAR OTHER THAN POLI CI ES OR CERTI FI CATES DESCRI BED | N
SUBPARAGRAPH ( i).

(7) THE COWM SSI ONER SHALL MAI NTAI N COPI ES OF REPORTS PRE-
PARED PURSUANT TO SUBSECTI ON (6) ON FILE WTH THE ANNUAL STATE-
MENT OF EACH REPORTI NG | NSURER. THE COWM SSI ONER SHALL ANNUALLY
COWPI LE THE REPORTS RECEI VED UNDER SUBSECTION (6). THE COWM S-
SI ONER SHALL PROVI DE THI S ANNUAL COMPI LATI ON TO THE SENATE AND
HOUSE OF REPRESENTATI VES STANDI NG COWM TTEES ON | NSURANCE | SSUES
NO LATER THAN THE JUNE 1 | MMEDI ATELY FOLLOW NG THE FEBRUARY 1 OR
MARCH 31 DATE FOR WHI CH THE REPORTS UNDER SUBSECTI ON (6) ARE
PROVI DED.

(8) I'N EACH CALENDAR YEAR, A HEALTH I NSURER SHALL NOT CON-
TINUE TO | SSUE SHORT- TERM OR 1-TI ME LI M TED DURATI ON POLI CI ES OR
CERTI FI CATES | F TO DO SO THE COLLECTI VE GROSS WRI TTEN PREM UVS ON
THOSE PCLI Cl ES OR CERTI FI CATES WOULD TOTAL MORE THAN 10% OF THE
COLLECTI VE GROSS WRI TTEN PREM UM FOR ALL | NDI VI DUAL
EXPENSE- | NCURRED HOSPI TAL, MEDI CAL, OR SURA CAL POLI CIES OR CER-
TI FI CATES | SSUED OR DELI VERED I N THI S STATE ElI THER DI RECTLY BY
THAT | NSURER OR THROUGH A CORPORATI ON THAT OMNS OR | S OWNED BY
THAT | NSURER.
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SEC. 4419. GROUP LI FE | NSURANCE MAY BE | SSUED | N CONNECTI ON
W TH PREPAI D FUNERAL CONTRACTS ONLY IF I'T MEETS ALL OF THE
FOLLOW NG

(A) I'S ISSUED TO AN ASSCOCI ATI ON COVERI NG THE LIVES OF ITS
MEMBERS OR TO A TRUSTEE OF A GROUP.

(B) I'S ISSUED AS AN ASSCCI ATED LI FE | NSURANCE PCLI CY OR
ANNUI TY CONTRACT UNDER SECTI ON 2080.

(C) CONFORMS W TH SECTI ON 2080.

Sec. 4424. (1) The conm ssi oner —+s—enpowered—to— MAY
authorize the insuring on a group insurance basis of groups other
than those specifically defined in sections 4404 to 4420 —-
where— | F conditions or circunstances indicate that granting per-
m ssion for discretionary group life insurance coverages is in
the interest of public policy. TH'S SECTION DCES NOT LIMT THE
COW SSI ONER TO ONLY AUTHORI ZE THOSE GROUPS THAT ARE LOG CALLY
ANALAGOUS | N CHARACTER AND COWVPOSI TI ON TO THE GROUPS SPECI FI CALLY
DEFI NED I N SECTI ONS 4404 TO 4420.

(2) The comm ssioner may refuse to grant perm ssion in any
i nstance on the basis of a finding that the requested group
pl an:

(a) Wuld not result in economes of acquisition and adm n-
istration —whieh— THAT justify a group rate.

(b) Woul d present hazards of voluntary adverse selection to
a degree not usually present in group insurance.

(c) Wuld be actuarially unsound.

(d) Wuld fail to preclude individual selection anong

persons to be insured under the proposed group plan.
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(3) The discretionary group shall consist of not |ess than
250 persons. The discretionary group may consist of only a por-
tion of the enployees of an enpl oyer or of the nmenbers of an
organi zati on, —where— |F segregation arises out of reasonable
grounds, geographical or otherw se, —whireh— THAT nake it pres-
ently inpossible or undesirable to include in a single group al
of the enpl oyees or nenbers. The discretionary group may consi st
of enpl oyees of nore than 1 enployer, or the nenbers of nore than
1 organi zation or association, —when—the— |F evidence submtted
clearly indicates the desirability of enbracing the proposed
assenbl age of individuals under a single group. By way of par-
ticular, but not inlimtation, the group may consist of the
enpl oyees of 1 or nore governnental or quasigovernnental units,
federal, state, municipal, or |ocal

(4) 1f, for reasons —whieh— THAT the conm ssioner —shat
determne— DETERM NES to be adequate, it appears to be inpossible
or infeasible for the enployer to be the policyholder in any
group aut horized under this section, the comm ssioner may aut ho-
rize the designation of a trustee or trustees to be the policy-
hol der, subject to rules —as— the comm ssi oner —shatH—approve—
APPROVES.

(5) The comm ssioner may authorize discretionary groups and
pl ans of group insurance —whieh— THAT qualify in all other
respects under this section although there be no contribution to
the prem um paynent fromthe enployer or organization if the com
m ssi oner finds that circunstances render the contribution

i nequi tabl e, inpossible, or inpracticable.
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(6) The percentage of enployees or nenbers required to
participate in any group authorized under this section, the types
of insurance coverage to be offered to the nenbers of the group,
and the anounts of insurance to be provided, shall be as the com
m ssi oner —shaH—determne— DETERM NES. The maxi mnum i nsurance
avai l abl e to any nenber of a group authorized under this section
shal | not exceed $80, 000. 00. The nmaxi num shall be adj usted
begi nning July 1, 1982, and annually thereafter, to reflect
changes in the cost of living under rules prescribed by the
conm ssioner. However, —where—any—group—whieh— |F A GROUP THAT
previ ously operated under authority of any of the sections 4404
to 4420 —shalt+—be— IS conti nued under the provisions of this sec-
tion, the types of insurance and anounts of coverage al ready
authorized in the group may be continued al though in excess of
the limtations —whteh— THAT woul d ot herw se be avail abl e under
this section.

(7) Before any application for perm ssion to qualify under
this section —shatt—be— | S consi dered, the applicant shal
deposit with the comm ssioner a specific fee of $100.00 to defray
the costs of examning into the circunstances and conditions
appertaining to the proposed group and group insurance —/— and
shal | covenant to conpensate the insurance bureau for any addi -
tional unusual expenses —whieh— THAT it may incur. The applicant
shal | furnish such information, docunents, and data pertaining to

t he proposed group plan as the conmm ssi oner —shatH—+eguire—
REQUI RES to arrive at his or her determnation. The comm ssioner
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shall, fromtine to time, promulgate rules for the enforcenent of
this section.

(8) The applicant may appeal fromthe conm ssioner's refusal
to authorize the discretionary group to the circuit court for the
county of Inghamon the grounds that the refusal is arbitrary or
capricious and devoid of sound underwiting or actuarial grounds;
but any fees or costs paid to or incurred by the insurance bureau
under subsection (7) —shaHH— IS not —be— subject to recovery.

Sec. 5800. (1) This chapter applies only to donestic mnutual
insurers transacting property, casualty, disability, and other
I nsur ances.

(2) —Fhe—provistons—of—this— TH S chapter —shatt— DCES not
apply to any donestic insurer doing business on August 10, 1917,
unl ess —steh— THE i nsurer —shatHt—be— fully —eerptytrng— COVPLI ES
W t h —the—regutrerents—of— this chapter and —shatH— by resol ution
of its board of directors duly certified to by the president and
secretary and filed with and approved by the conm ssioner —having
eteected— ELECTS to adopt the provisions of this chapter, in which
case —steh— THE insurer may thereafter effect such kind or kinds
of insurance as specified inits articles of incorporation as
then or thereafter anmended or as may be specified in —stueh— THE
resol ution.

(3) A person or persons incorporating under this chapter
after January 1, 1984, —shat+—be— IS subject to the m ni num
financial requirenents of sections 408 and —416{3)— 410. Any
corporation incorporated under this chapter on or before January
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1, 1984, shall continue to be subject to the provisions of
section 5810(3).

SEC. 5904. PRIOR TO THE COVPLETI ON OF A PLAN OF CONVERSI ON
FI LED BY A MJUTUAL COVPANY W TH THE COWM SSI ONER, A PERSON SHALL
NOT KNOW NGLY ACQUI RE, MAKE AN OFFER FOR, OR MAKE ANY ANNOUNCE-
MENT OF AN OFFER FOR ANY SECURI TY | SSUED OR TO BE | SSUED BY THE
CONVERTI NG MJUTUAL COMPANY | N CONNECTION WTH I TS PLAN OF CONVER-
SION FI LED UNDER THI S CHAPTER OR ANY SECURI TY | SSUED OR TO BE
| SSUED BY ANY OTHER COMPANY AUTHORI ZED | N SECTI ON 5905( 1) (C) ( i)
AND ORGANI ZED FOR PURPOSES OF EFFECTI NG THE CONVERSI ON, EXCEPT I N
COVPLI ANCE W TH THE MAXI MUM PURCHASE LI M TATI ONS | MPOSED BY SEC-
TION 5909 OR THE TERM5 OF THE PLAN OF CONVERSI ON AS APPROVED BY
THE COVWM SSI ONER.

Sec. 8199a. A fraternal benefit society transacting busi-
ness in this state and not exenpt fromthe provisions of this
chapter under section 8199 is also subject to the foll ow ng addi -
tional chapters and provisions of this act, as applicable:

(a) Chapter 1.

(b) Chapter 2. However, as to section 240, only subsection
(D(c), (d), (h), and (j) —shalH— apply, except as provided in
section 5222.

(c) Sections 403, 405a, 436, 436a, 437, 476a, 839, 5222, and
5256.

(d) Chapter 9.

(e) Chapter 11.

(f) Chapter 34.
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(g) Chapter 38.
(h) Chapter 39.
(1) Chapter 40 except as to section 4004.
(j) Chapter 81.
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