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SENATE BILL NO. 151

January 27, 1999, Introduced by Senators SIKKEMA, GOUGECN,
BULLARD, GOSCHKA, BENNETT, MC COITER, HAMVERSTROM
MC MANUS, STEIL, NORTH and SHUGARS and referred to the
Comm ttee on Health Policy.

A bill to anmend 1951 PA 35, entitled
"An act to authorize intergovernnmental contracts between nmunici -
pal corporations; to authorize any municipal corporation to con-
tract wth any Person_or any nunici pal corporation to furnish any
| awf ul munici pal service to property outside the corporate limts
of the first nunicipal corporation for a consideration; to pre-
scribe certain penalties; to authorize contracts between mnuni ci -
pal corporations and with certain nonprofit public transportation
corporations to formgroup self-insurance pools; and to prescribe
conditions for the performance of those contracts,"”
by anending sections 5, 7, and 7a (MCL 124.5, 124.7, and 124.7a),
sections 5 and 7 as anended and section 7a as added by 1988 PA
36.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 5. (1) Notw thstanding any other provision of law to
the contrary, any 2 or nore mnunicipal corporations, by intergov-
ernnmental contract, may forma group self-insurance pool to
provide for joint or cooperative action relative to their

financial and adm ni strative resources for the purpose of
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providing to the participating nmunicipal corporations risk
managenent and coverage for pool nenbers and enpl oyees of pool
menbers, for acts or om ssions arising out of the scope of their
enpl oynent, including any or all of the foll ow ng:

(a) Casualty insurance, including general and professional
liability coverage.

(b) Property insurance, including marine insurance and
i nl and navigation and transportation insurance coverage.

(c) Autonobile insurance, including notor vehicle liability
i nsurance coverage and security for notor vehicles owned or oper-
ated, as required by section 3101 of the insurance code of 1956,
—Act—No—218—of—thePublie—-Aets—of—1956—as—arended,—betrng—see—
tHon—5060—-310tof—theM-ehigan—Conpited—taws— 1956 PA 218, MCL
500. 3101, and protection against other liability and | oss associ -
ated with the ownership of notor vehicles.

(d) Surety and fidelity insurance coverage.

(e) Unbrella and excess insurance cover ages.

(F) HOSPI TAL, MEDI CAL, SURG CAL, OR DENTAL COVERAGE.
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(2) 3)— A group self-insurance pool may assune, cede, and
sell risk for coverages set forth in subsection (1). |If a group
sel f-insurance pool obtains reinsurance, the reinsurance contract
shall be made available to the conmm ssioner upon request. |If the
rei nsurance contract is not available to the group self-insurance
pool, the group self-insurance pool shall provide —+6— the com
m ssi oner —steh— WTH witten docunentati on of coverage as is
requested by the comm ssioner.

(3) 4)— A group self-insurance pool, for the purposes of
carrying on the business of the group self-insurance pool whether
or not a body corporate, shall have the power to sue and be sued,;
to make contracts; to hold and di spose of real and personal prop-
erty; and to borrow noney, contract debts, and pl edge assets in
t he name of the group self-insurance pool.

(4) —5— In addition to any other powers granted by this
act, the power to enter into intergovernnmental contracts under
this section specifically includes the power to establish the
pool as a separate legal or admnistrative entity for purposes of
ef fectuating group sel f-insurance pool agreenents.

(5) —6)— The legislature hereby finds and determ nes that
i nsurance protection is essential to the proper functioning of
muni ci pal corporations; that the resources of municipal corpora-
tions are burdened by the securing of —steh— | NSURANCE protection
t hrough standards carriers; that proper risk managenent requires

—the— spreading —ef— risk —se—as— to mnimze fluctuation in
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i nsurance needs; and that, therefore, all contributions of
financial and adm ni strative resources made by a munici pal corpo-
ration pursuant to an intergovernnental contract —as— authorized
under this act are made for a public and governnental purpose,
and that —stueh— THOSE contri butions benefit each contributing
muni ci pal corporation.

(6) AH— Two or nore nunicipal corporations shall not form
a group self-insurance pool to provide the coverages described in
subsection (1) other than pursuant to sections 5 to 12b.

Sec. 7. Any intergovernnental contract entered into under
section 5 for the purpose of establishing a group self-insurance
pool shall provide ALL OF THE FOLLOW NG

(a) A financial plan setting forth, in general ternms, ALL OF
THE FOLLOW NG

(1) The insurance coverages to be offered by the group
sel f-insurance pool, applicable deductible |evels, and the maxi-
mum | evel of clainms —whieh— THAT the pool will self-insure.

(1m) Subject to section 7a, the amount of cash reserves to
be set aside for the paynent of clains.

(1m11) The anmount of insurance to be purchased by the pool to
provi de coverage over and above the cl ai ns —whieh— THAT are not
to be satisfied directly fromthe pool's resources.

(1v) Subject to section 7a, the ambunt of aggregate excess
i nsurance coverage to be maintained or the amount of the deposit
of uninpaired surplus to be maintained with the state treasurer,
whi ch aggregate excess insurance or deposit shall be used in the

event that the group self-insurance pool's resources are
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exhausted in a given fiscal period. —Fhe— EXCEPT AS OTHERW SE
PROVI DED | N SUBPARAGRAPH (Vv), THE aggregate excess insurance
COVERAGE or deposit OF UN MPAI RED SURPLUS, or conbination of
aggregat e excess i nsurance COVERAGE and deposit OF UN MPAI RED
SURPLUS shal | be ———at—amnarmm—tA—the—arount—of— NOI LESS THAN
$5, 000, 000. 00 unl ess the conm ssioner determ nes a | esser anount
of aggregate excess insurance COVERAGE woul d be adequat e.
HONEVER, A GROUP SELF-1 NSURANCE POOL PROVI DI NG COVERAGE UNDER
SECTI ON 5(1) (F) SHALL HAVE AGGREGATE EXCESS | NSURANCE COVERAGE OR
A DEPCSI T OF UNI MPAI RED SURPLUS W TH THE STATE TREASURER, OR A
COVBI NATI ON OF AGGREGATE EXCESS | NSURANCE COVERAGE AND DEPOSI T OF
UNI MPAI RED SURPLUS W TH THE STATE TREASURER, OF NOT LESS THAN
$7, 500, 000. 00.

(b) A —ptan—ef— managenent —whieh— PLAN THAT provi des for
all of the follow ng:

(1) The neans of establishing the governing authority of the
pool .

(11) The responsibility of the governing authority with
regard to fixing contributions to the pool, maintaining reserves,
| evying and col |l ecting assessnents for deficiencies, disposing of
surpluses, and adm nistering the pool in the event of term nation
or insolvency.

(11m) The basis upon which new nenbers nmay be admtted to,
and exi sting nenbers may | eave, the pool.

(1v) The identification of funds and reserves by exposure

ar eas.
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(v) O her provisions necessary or desirable for the
operation of the pool.

(c) For election by pool nenbers of a governing authority,
whi ch shall be a board of directors for the pool, a magjority of
whom shal | be el ected or appointed officers of pool nenbers.

Sec. 7a. (1) —When— IF 2 or nore nunicipal corporations
have formed a group self-insurance pool by an intergovernnental
contract pursuant to section 5, the group self-insurance pool
shall imediately submt a copy of the intergovernnental contract
to the conmm ssioner of insurance. The conm ssioner of insurance
shall review it for conpliance with this act.

(2) A copy of each coverage docunent formissued by the pool
shall be filed with the comm ssioner of insurance.

(3) Each group self-insurance pool shall mintain aggregate
excess insurance COVERAGE or a deposit OF UNI MPAI RED SURPLUS with
the state treasurer, —eof—unrnapatred——surptus— which aggregate
excess insurance COVERAGE or deposit OF UNI MPAI RED SURPLUS shal
be used in the event that the pool's resources are exhausted in a
given fiscal period. —Fhe— EXCEPT AS PROVI DED I N SUBSECTI ON (4),
THE aggregate excess insurance COVERAGE or deposit OF UN MPAI RED
SURPLUS, or conbi nation of aggregate excess insurance and deposit
OF UNI MPAI RED SURPLUS shal | be ——at—a—mntmm—+a—the—amrount—of—
NOT LESS THAN $5, 000, 000. 00 unl ess the comm ssi oner determ nes a
| esser anmount of aggregate excess insurance woul d be adequate. A
copy of the aggregate excess insurance contract obtained by a

group sel f-insurance pool pursuant to this section shall be filed
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wi th the comm ssioner of insurance who shall reviewit for
conpliance with this act.

(4) A GROUP SELF-1 NSURANCE POOL PROVI DI NG COVERAGE UNDER
SECTI ON 5(1) (F) SHALL HAVE AGGREGATE EXCESS | NSURANCE COVERAGE OR
A DEPCSI T OF UNI MPAI RED SURPLUS W TH THE STATE TREASURER, OR A
COVBI NATI ON OF AGGREGATE EXCESS | NSURANCE COVERAGE AND DEPOSI T OF
UNI MPAI RED SURPLUS W TH THE STATE TREASURER, OF NOT LESS THAN
$7, 500, 000. 00.

(5 —4)— A group self-insurance pool shall set aside cash

reserves that are adequate for the paynent of clains.
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