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HOUSE BILL No. 6223

June 20, 2006, Introduced by Rep. Mortimer and referred to the Committee on Insurance.

A Dbill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng section 8134 (MCL 500.8134), as anended by 1998 PA 279.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 8134. (1) Wthin 120 days of a final determ nation of
i nsol vency of an insurer by a court of conpetent jurisdiction of
this state, the liquidator shall make application to the court for

approval of a proposal —te—dishurseassets—out—ofrmarshalled
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| he |Liauid . I F hi I . i on_ TO
MAKE EARLY ACCESS DI SBURSEMENTS OUT OF MARSHALED ASSETS, TO ANY

GUARANTY ASSOCI ATI ON OR FOREI GN GUARANTY ASSQOCI ATI ON HAVI NG

OBLI GATI ONS BECAUSE OF THE | NSOLVENCY. | F THE LI QUI DATOR DETERM NES
THAT THE ESTATE WLL NOT HAVE SUFFI Cl ENT ASSETS TO MAKE ANY EARLY
ACCESS DI SBURSEMENTS TO A GUARANTY ASSCOCI ATI ON OR FOREI GN GUARANTY
ASSCCI ATI ON UNDER THI S SECTI ON, THE LI QUI DATOR SHALL FI LE A REPORT
W TH THE COURT SUPPORTI NG THI S DETERM NATI ON. NOTI CE TO THE STATE

I NSURANCE COWM SSI ONERS, GUARANTY ASSOCI ATI ONS, AND FOREI GN
GUARANTY ASSCCI ATI ONS AND COURT REVI EW OF THE REPORT SHALL BE

PROVI DED UNDER SUBSECTI ON (5). THI S REPORT MAY BE G VEN | NSTEAD OF
AN APPL| CATI ON FOR A PROPCSAL TO MAKE EARLY ACCESS DI SBURSEMENTS.
HONEVER, | F AT ANY TI ME THE ESTATE OBTAI NS SUFFI CI ENT ASSETS TO
SUPPCORT AN EARLY ACCESS DI SBURSEMENT UNDER THI S SECTI ON, THE

LI QUI DATOR SHALL FI LE AN APPLI CATI ON FOR A PROPCSAL TO MAKE EARLY
ACCESS DI SBURSEMENTS W THI N 60 DAYS OF THE ESTATE OBTAI NI NG THOSE
ASSETS. IF, WTH N 120 DAYS OF A FI NAL DETERM NATI ON OF | NSOLVENCY,
THE LI QUI DATOR FAILS TO FI LE AN APPLI CATION W TH THE COURT FOR
APPROVAL OF A PROPOCSAL TO MAKE EARLY ACCESS DI SBURSEMENTS OR,
ALTERNATI VELY, FAILS TO FILE A REPORT W TH THE COURT SUPPORTI NG THE
DETERM NATI ON THAT THE ESTATE W LL NOT HAVE SUFFI Cl ENT ASSETS TO
MAKE EARLY ACCESS DI SBURSEMENTS, ANY GUARANTY ASSOCI ATI ON OR

FOREI GN GUARANTY ASSOCI ATI ON THAT MAY BECOVE OBLI GATED TO PAY
CLAIM5 AS A RESULT OF THE | NSOLVENCY MAY FILE THI S APPLI CATI ON. AN
APPLI CATI ON FI LED BY AN ASSQOCI ATI ON SHALL BE REVI EVED BY THE COURT
AND, | F THE PROPCSAL SUBM TTED BY THE ASSOCI ATI ON MEETS THE

REQUI REMENTS SET OUT IN THI S SECTI ON, THE APPLI CATI ON SHALL BE
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APPROVED BY THE COURT. UPON COURT APPROVAL OF THE GUARANTY
ASSCOCI ATI ON OR FOREI GN GUARANTY ASSOC!I ATI ON PROPOSAL, THE
LI QUI DATOR SHALL BEG N MAKI NG EARLY ACCESS DI SBURSEMENTS | N
ACCORDANCE W TH THE PROPOSAL.

(2) A proposal under subsection (1) shall at |east include
provisions for all of the follow ng:

(a) Reserving anounts for the paynent of expenses of
adm ni stration and the paynent of clains of secured creditors, to
the extent of the value of the security held, and clains falling
within the priorities established in section 8142(1)(a) and (b) and
(2). WHEN A RESERVE FOR UNCOVERED CLAI M5 UNDER SECTI ON 8142(2) 1S
APPROPRI ATE, THE AMOUNT OF ESTATE ASSETS TO BE RESERVED FOR THOSE
CLAI M5 SHALL BE A PERCENTAGE OF THE UNCOVERED CLAI M5 UNDER SECTI ON
8142(2), EQUAL I N PROPORTI ON TO THE PERCENTAGE OF ASSETS
DI STRI BUTED, OR PROPOSED FOR DI STRI BUTI ON, TO THE GUARANTY
ASSOCI ATI ON OR FOREI GN GUARANTY ASSOCI ATI ON W TH RESPECT TO COVERED
OBLI GATI ONS AT THE TI ME THE RESERVE FOR UNCOVERED CLAIMS | S
CALCULATED. RESERVES SHALL BE ESTABLI SHED BASED ON THE BEST
AVAI LABLE | NFORVATI ON AT THE TI ME THE DI STRI BUTI ON | S CALCULATED
AND MODI FI ED FROM TI ME TO TI ME AS MORE REFI NED | NFORMATI ON BECOVES
AVAI LABLE

(b) D sbursenment of the assets —warshalled— MARSHALED to date
and subsequent di sbursenment of assets as they becone avail abl e.

(c) Equitable allocation of disbursenents to each of the
guaranty associ ations and forei gn guaranty associations entitled to
di sbursenents.

(d) The securing by the liquidator fromeach of the
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associations entitled to disbursenments pursuant to this section of
an agreenment to return to the |iquidator such assets, together with
i ncome earned on assets previously disbursed, as may be required to
pay clainms of secured creditors and clains falling within the
priorities established in section 8142 in accordance wi th those
priorities. A bond shall not be required of any such associ ation.

(e) Afull report to be made by each association to the
[ i qui dator accounting for assets disbursed to the association, al
di sbursenents made fromthe assets, interest earned by the
associ ation on the assets, and any other matter as the court
directs.

(3) The liquidator's proposal shall provide for disbursenents
to the associations in anbunts estimted at | east equal to the
cl ai m paynents nmade or to be made thereby for which the
associ ations could assert a claimagainst the |iquidator, and shal
further provide that if the assets avail able for disbursenent from
time to time do not equal or exceed the amount of claimpaynents
made or to be made by the association, then disbursenents shall be
in the anmount of avail abl e assets.

(4) The liquidator's proposal shall, with respect to an
i nsolvent insurer witing life or health insurance or annuities,
provi de for disbursenments of assets to any guaranty association or
any foreign guaranty association covering life or health insurance
or annuities or to any other entity or organization reinsuring,
assum ng, or guaranteeing policies or contracts of insurance under
the acts creating the associations.

(5) Notice of application shall be given to the association in
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each state and to the conm ssioners of insurance of each state.
Notice shall be considered to have been given when deposited in the
United States certified mails, first-class postage prepaid, at
| east 30 days before subm ssion of the application to the court.
Action on the application may be taken by the court if the notice
under this subsection has been given and if the liquidator's
proposal conplies with subsection (2)(a) and (b).

(6) THE LI QUI DATOR SHALL NOT OFFSET THE AMOUNT TO BE DI SBURSED
TO ANY GUARANTY ASSOCI ATI ON OR FOREI GN GUARANTY ASSOCI ATI ON BY ANY
SPECI AL OR STATUTORY DEPCSI T OR ANY OTHER ASSET OF THE | NSOLVENT
I NSURER EXCEPT TO THE EXTENT THE DEPOSI T OR ASSET HAS BEEN PAID TO
THE ASSOCI ATI ON FOR THE PURPOSE OF SATI SFYI NG THE ASSOCI ATI ON' S
CLAI M5, | F A GUARANTY ASSQOCI ATI ON OR FOREI GN GUARANTY ASSQOCI ATl ON
HAS RECEI VED AN EARLY ACCESS DI STRI BUTI ON AND THEREAFTER ALSO
RECEI VES A SPECI AL OR STATUTORY DEPCSI T OR ANY OTHER ASSET OF THE
I NSOLVENT | NSURER, THE LI QUI DATOR MAY REQUEST THE RETURN OF THE
EARLY ACCESS FUNDS UP TO THE AMOUNT OF THE SPECI AL OR STATUTORY
DEPOSI T OR OTHER ASSET OF THE | NSOLVENT | NSURER.

Enacting section 1. This anendatory act does not take effect
unless all of the following bills of the 93rd Legislature are

enacted into | aw

(a) Senate Bill No.  or House Bill No. 6235(request no.
07127' 06) .

(b) Senate Bill No.___ or House Bill No. 6234(request no.
07128' 06).

(c) Senate Bill No.  or House Bill No. 6233(request no.
07129' 06) .
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(d) Senate
07130' 06).

(e) Senate
07131' 06).

(f) Senate
07132' 06) .

(g) Senate
07133' 06).

(h) Senate
07134' 06).

(i) Senate
07135' 06) .

(j) Senate
07136' 06) .

(k) Senate
07137' 06).

Bill

Bill

Bill

Bill

Bill

Bill

Bill

Bill

() Senate Bill

07138' 06) .

07139' 06

No.__

or

or

or

or

or

or

or

or

or

Fi nal

House

House

House

House

House

House

House

House

Bill

Bill

Bill

Bill

Bill

Bill

Bill

Bill

House Bil

Page

No. 6232(request

No. 6231(request

No. 6230(request

No. 6229(request

No. 6228(request

No. 6227(request

No. 6226(request

No. 6225(request

No. 6224(request

no.

no.

no.

no.

no.

no.

no.

no.

no.

DKH



