HB4811, As Passed House, October 30, 2001

SUBSTI TUTE FOR
HOUSE BI LL NO. 4811

A bill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng sections 5028, 5412, and 7918 (MCL 500. 5028,
500. 5412, and 500. 7918), section 7918 as anmended by 1980 PA 41,
and by addi ng section 121.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 121. (1) A PERSON AND A SURETY MAY AGREE TO DEPCSI T
ANY ASSET THAT THE SURETY MAY BE HELD RESPONSI BLE FOR | NTO A
FI NANCI AL | NSTI TUTI ON THAT | S AUTHORI ZED TO TRANSACT BUSI NESS | N
THI'S STATE I N SUCH MANNER AS TO PREVENT THE W THDRAWAL OF THE
ASSET OR ANY PART OF THE ASSET EXCEPT W TH THE WRI TTEN CONSENT OF
THE SURETY OR AN ORDER OF THE COURT MADE ON SUCH NOTI CE TO THE
PERSON AND THE SURETY AS THE COURT DI RECTS.

(2) A PERSON ACTING I N A FI DUCI ARY CAPACI TY WHO | S REQUI RED
TO OBTAIN A BOND MAY | NCLUDE THE COST OF OBTAI NI NG THE BOND AS
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PART OF THE EXPENSE OF ACTI NG AS A FIDUCI ARY | F ALLONED BY THE
COURT TO VWHI CH THE FI DUCI ARY | S REQUI RED TO ACCOUNT AND SO LONG
AS THE COST DOES NOT' EXCEED 1% ANNUALLY OF THE BOND AMOUNT OR AN
AMOUNT OTHERW SE APPROVED BY THE COMM SSI ONER.  THE SURETY ON A
BOND UNDER THI S SUBSECTI ON MAY APPLY TO THE COURT FOR AN ORDER
RELI EVI NG THE SURETY OF LI ABILITY FOR FUTURE ACTS OF THE

FI DUCI ARY. FOLLOW NG NOTI CE AND A HEARI NG THE COURT MAY ENTER
AN ORDER DI SCHARA NG THE SURETY FROM LI ABILITY ARI SI NG QUT OF
ACTS OR OM SSI ONS OCCURRI NG AFTER THE DATE OF THE ORDER ON SUCH
TERMS AND CONDI TI ONS AS THE COURT CONSI DERS NECESSARY TO PROTECT
THE FI DUCI ARY ESTATE AND | TS BENEFI Cl ARl ES.

(3) A PERSON REQUI RED TO FURNI SH A BOND MAY USE ANY SURETY
THAT HOLDS A CERTI FI CATE OF AUTHORI TY | SSUED UNDER THI S CHAPTER
AND SO LONG AS THE AMOUNT OF THE BOND IS WTH N THE SURETY' S RI SK
LI M TATI ON UNDER SECTI ON 640.

(4) UPON PAYMENT OF THE OBLI GATI ON SECURED BY THE BOND, A
SURETY IS SUBROGATED TO THE RI GHTS OF THE PARTY TO VHOM | T MADE
PAYMENT | NCLUDI NG ANY SECURITY OR PRIORITY TO WHI CH | TS SUBROGCOR
WAS ENTI TLED.

(5) THE CORPORATE SURETY ON A BOND SHALL BE RELEASED OR DI S-
CHARGED FROM I TS LI ABI LI TY ON THE SAME TERMS AND CONDI TI ONS AS
ARE APPLI CABLE TO THE RELEASE OR DI SCHARGE OF | NDI VI DUAL
SURETI ES. A SURETY HAS ALL RI GHTS, REMEDI ES, AND RELI EF TO WH CH
AN | NDI VI DUAL GUARANTOR OR | NDEMNI TOR WOULD BE ENTI TLED.

Sec. 5028. (1) The incorporators shall, after the filing
and approval of —stueh— THE REQUI RED articl es, —as—aforesartd—
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proceed to the conpletion of organization of the proposed
i nsurer.

(2) A stock corporation shall at once open its books of sub-
scription to the capital stock, and —fne— A certificate of author-
ity shall NOT be issued by the comm ssioner to —any—sueh— THE
corporation until it —shatH—have— HAS issued stock certificates
representing the mninmumcapitalizati on —as—set—Forth—+n— UNDER
its articles of incorporation — and —shat+—have— HAS col | ect ed
in cash both its mninmmcapital — and any prem um —thereoen—
for surplus requirenents. —and—+f——sueh— |F capital stock is not
—s6— subscri bed and paid for ——as—aboveprovided,— AS PROVI DED
IN THI S SUBSECTI ON wi t hi n —t+he—pertod—of— 1 year fromthe opening
of —steh— THE books, —steh— THE cor porati on —shaH—preceed—ur—
ther—n—sueh——sate—of—steck—onty— MAY ONLY SELL STOCK on petition
to — and consent by the conm ssioner. —who—+ay— THE
COW SSIONER, if public policy warrants, MAY extend —steh—t+re—

TH'S 1- YEAR PERI OD for a period of 3 nonths ——angd—upoen—tike—

AND, AFTER petition, —agatn—extend—such—t+we— for a second period
of 3 nonths. ——ang—++— IF at the expiration of 18 nonths — the

cor porati on —shatH—met—Hhave— HAS NOT net the —abeve— requirenents
OF THI' S SUBSECTI ON, the commi ssioner shall proceed to |iquidate
—steh— THE corporation through receivership proceedi ngs as pre-
scri bed by chapter —#8— 81

(3) A mutual corporation shall at once open books to receive
propositions and enter into agreenents as specified in the chap-
ter under which it intends to operate. The acquisition of
nmenbers shall proceed for —sueh— THE |l ength of tinme, and be
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subj ect to —stueh— periods of time extension — and —steh—
| i qui dati on proceedi ngs, as —+s—abeveprovided—ior—stoek
corporations— PROVI DED | N SUBSECTI ON ( 2).

Sec. 5412. If at any time it —shaHH—appear— APPEARS from an
exam nation of the insurer or fromany statement filed by —+t—
THE 1 NSURER t hat the nunber of risks insured, —ef— the nunber of
policies in force, or the nunber of nenbers or the anmount of pre-
m uns on insurance in force are bel ow the nunber and anounts
requi red under section 5408, —-en—eorganizati+en,— the conm ssioner
shall issue an order directing the insurer — within a period of
90 days -thereafter— to secure bona fide applications for insur-
ance in —steh— THE insurer, together with the NECESSARY prem uns,
—therefor— from persons who, together with the existing nenbers,
shal | equal the nunber of nenbers required under section 5408 and
whose i nsurance policies, together wwth those in force, cover the
nunber of risks and provide for the amobunt of insurance —so—
requi red upon organi zation. —+tnthe—event—that— |F the insurer
does not within —steh— THI' S peri od becone entitled to i ssue poli-

cies, the comm ssioner may in his OR HER discretion take proceed-

ings for the liquidation of —stueh— THE i nsurer —under—theprovi—
stens—of—echapter—78— AS PROVI DED | N CHAPTER 81

Sec. 7918. (1) The association may borrow funds when neces-
sary to inplenent this act.

(2) The association, either in its own nane or through a
servicing facility, may sue or be sued, and nmay use the courts to

assert or defend any rights the association nmay have under this
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chapter, to the extent necessary to fully exercise its rights and
performits duties under, and to inplenent, this chapter.

(3) The association may retain and enploy | egal counsel in
its discretion to represent the association in all respects.

(4) Upon request of the comm ssioner, consent of the associ-
ation, and appointnment by the court, the association nmay act as
deputy receiver in delinquency proceedi ngs under chapter —8—

81.

Enacting section 1. This anendatory act does not take

effect unless Senate Bill No. 494 of the 91st Legislature is

enacted into | aw.
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