HOUSE BILL No. 5400

November 1, 2001, Introduced by Reps. Julian, Richner, Scranton, Bisbee, Hager and Van Woerkom

and referred to the Committee on Insurance and Financial Services.

HOUSE BILL No. 5400
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A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by anmendi ng section 5208 (MCL 500.5208), as anended by 1984 PA
267, and by addi ng section 407a.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 407A. (1) AN I NSURER AUTHORI ZED UNDER SECTI ON 602 OR
606 MAY OFFER AND WRI TE SPECI FI C OR AGGREGATE EXCESS LOSS | NSUR-
ANCE TO A NONI NSURED BENEFI T PLAN. EXCESS LOSS | NSURANCE | S
SUBJECT TO ALL CASUALTY | NSURANCE REQUI REMENTS UNDER THI S ACT,
| NCLUDI NG, BUT NOT LIM TED TO, POLI CY RATE AND FORM REQUI REMENTS
UNDER CHAPTERS 24 AND 30.

(2) AS USED IN THI S SECTI ON, "NONI NSURED BENEFI T PLAN' MEANS
THAT TERM AS DEFI NED | N SECTI ON 5208.
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(3) THIS SECTION DCES NOT LIMT THE AUTHORI TY OF AN | NSURER
AUTHORI ZED UNDER SECTI ON 624 TO OFFER AND WRI TE SPECI FI C OR
AGGREGATE EXCESS LOSS | NSURANCE TO A NONI NSURED BENEFI T PLAN.

Sec. 5208. (1) The corporate powers of —eath— AN insurer
incorporated in this state —shat+—be— IS limted to the issuance
of policies insuring persons or property or other hazards in the
state of domcile and in other states fromwhich it has received
authority to transact insurance business fromthe insurance
depart nent of —stweh— THAT state, and to the provision of services
of the kind it perfornms in the normal conduct of its insurance
busi ness whet her or not —steh— THOSE services are perforned in
connection with an insurance contract. —Fheprohibition—of—thts
seet+on—shatHt— THI S SECTI ON DCES not apply to insurers organi zed
in compliance with the insurance |laws of this state, which cannot
be properly authorized in other states, because the |aws of
—steh— THOSE states do not permit the witing of the class or
ki nd of insurance witten by —steh— THOSE i nsurers.

(2) For services provided under subsection (1) —whieh— THAT
are perfornmed in connection with a noni nsured benefit plan, ALL
OF the foll ow ng —standards—shatt—be—+et— APPLY:

(a) An insurer's fees for services rendered shall be on a
basi s —whieh— THAT precludes cost transfers between individuals
recei ving —steh— THOSE servi ces and policyhol ders of the
i nsurer.

(b) Any insurer providing services described in subsection

(1) —fray—wtte,—and— in connection with a noninsured benefit plan
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shal |l offer a programof —— specific or aggregate excess |oss
i nsur ance.

(c) Except as provided in subdivision (d), —afay— AN insurer
provi ding the services described in subsection (1) in connection
with a noninsured benefit plan shall not enter into the service
contract for a plan covering a group of less than 500
i ndi vidual s. However, an insurer may continue a service contract
for a plan covering a group of less than 500 individuals if the
contract was in existence on Decenber 29, 1981.

(d) An insurer may enter into a service contract for a plan
covering a group of |less than 500 individuals if either the
i nsurer makes arrangenents for excess |oss insurance or the spon-
sor of the plan —whieh— THAT covers the individuals is liable for
the plan's liabilities and is a sponsor of 1 or nore plans cover-
ing 500 or nore individuals in the aggregate. The conm ssi oner,
upon obtaining the advice of insurers, shall establish the stan-
dards for the manner and anount of the excess | o0ss insurance
required by this subdivision. 1[It is the intent of the |egisla-
ture that the excess |oss insurance requirenents be uniform as
bet ween insurers and other persons authorized to provide simlar
servi ces.

(e) —Aay— AN insurer providing the services described in
subsection (1) in connection with a noninsured benefit plan shal
—eonformto—theregutrrermenrts—under— COMPLY W TH secti on 5208a.

(f) A service contract containing an adm nistrative services
only arrangenent between an insurer and a governnental entity not

subj ect to ERI SA, whose plan provides coverage under a collective
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bar gai ni ng agreenment utilizing a policy or certificate issued by
an insurer, health care corporation, —fretrecat—care——corporatton
hospttal—service—corporatt+of,— dental care corporation, or health

mai nt enance organi zati on before the signing of the service con-
tract, is void unless the governnental entity has provided the
noti ce described IN section 5208a(8) to the collective bargaining
agent and to the nenbers of the collective bargaining unit not

| ess than 30 days before signing the service contract. The void-
ing of a service contract under this subdivision —shatHt— DOES not
relieve the governnental entity of any obligations to the insurer
under the service contract.

(3) Nothing in this section shall be construed to permt an
actionable interference by an insurer with the rights and obliga-
tions of the parties under a collective bargaining agreenent.

(4) Services provided under subsection (1) —whieh— THAT are
performed in connection with a noninsured benefit plan shall be
consi dered a business activity —whieh— THAT i s not an insurance
carrier service and —shat—be— ARE subject to tax as authorized
by the single business tax act, —Aet—No—228—ofthePubl+eActs

of 1945 —as—afendetd—betng—seet+ons—268—1to268—145of—the
Mehtgan—Conpttet—taws— 1975 PA 228, MCL 208.1 TO 208. 145.

(5) An insurer shall report with its annual statenent the
anount of business it has conducted as services provided under
subsection (1) —whreh— THAT are perforned in connection with a
noni nsured benefit plan, and the comm ssioner shall annually

transmt this information to the state conm ssi oner of revenue.

| . b subr he teis! e
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(6) An enpl oyee covered under a noninsured benefit plan for

whi ch services are provided under a service contract authorized
under subsection (1) —shatH+— IS not —be— liable for that portion
of clainms incurred and subject to paynent under the plan if the
service contract is entered into between an enpl oyer and insurer,
unl ess that portion of the claimhas been paid directly to the
enpl oyee.
(7) As used in this section, "noninsured benefit plan" or

"plan" nmeans a benefit plan w thout insurance or the noninsured
portion of a benefit plan —whteh— THAT has specific or aggregate

excess | 0oss i nsurance.
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