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HOUSE BILL No. 6231

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 7925 (MCL 500. 7925), as anmended by 1980 PA 41.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 7925. (1) "Covered clains" neans obligations of an
i nsol vent insurer —whiech— THAT neet all of the follow ng
requi renents:
(a) Arise out of the insurance policy contracts of the
i nsolvent insurer issued to residents of this state or are payabl e
to residents of this state on behal f of insureds of the insolvent
i nsurer.
(b) Were unpaid by the insolvent insurer.

(c) Are presented as a claimto the receiver in this state or

t he —asssociation— ASSOCI ATION on or before the |ast date fixed for
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the filing of clains in the domciliary delinquency proceedings.
(d) Were incurred or existed before, at the tine of, or within
30 days after the date the receiver was appoi nted.
(e) Arise out of policy contracts of the insolvent insurer
i ssued for all kinds of insurance except life and disability
i nsur ance.
(f) Arise out of insurance policy contracts issued on or
before the [ast date on which the insolvent insurer was a nenber
i nsurer.
(2) Covered clains shall not include any of the foll ow ng:
(a) onligations to refund unearned prem uns above the first
$500. 00 of unearned premnmi unms from each person fromany 1 insolvent
i nsurer. The maxi mum anount of unearned pren uns whi ch shal
constitute a covered claimshall be adjusted annually to refl ect
changes in the cost of living under rules prescribed by the
comm ssioner. A REFUND I N AN AMOUNT LESS THAN $50. 00 SHALL NOT BE
MADE FOR UNEARNED PREM UMS.
(b) Oonligations incurred after the expiration date of the
i nsurance policy, after the insurance policy has been replaced by
the insured, or after the insurance policy has been cancel ed by the
associ ation as provided in this chapter

(c) oligations —which—-arise— ARl SI NG out of sections 2001 to

2050, or simlar provisions of law in another jurisdiction.

(3) Covered clains shall not include —ebHgations—to—-an
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calendar—year— ANY AMOUNT DUE ANY REI NSURER, | NSURER, | NSURANCE
POOL, UNDERWRI Tl NG ASSOCI ATI ON, HEALTH MAI NTENANCE ORGANI ZATI ON, OR
HEALTH CARE CORPORATI ON AS SUBROGATI ON RECOVERI ES, CONTRI BUTI QN,

| NDEMNI FI CATI ON, OR OTHER OBLI GATI ON. A CLAI M FOR ANY AMOUNT DUE
ANY REI NSURER, | NSURER, | NSURANCE POOL, UNDERWRI TI NG ASSCCI ATI ON
HEALTH MAI NTENANCE ORGANI ZATI ON, OR HEALTH CARE CORPORATI ON SHALL
NOT BE BROUGHT AGAI NST AN | NSURED OR CLAI MANT UNDER A PCLI CY | SSUED
BY THE | NSOLVENT | NSURER UNLESS THE CLAI M EXCEEDS THE ASSOCI ATI ON' S
OBLI GATI ON LI M TATI ONS UNDER SUBSECTI ON ( 6) .

(4) COVERED CLAI M5 SHALL NOT | NCLUDE OBLI GATI ONS FOR ANY FI RST
PARTY OR TH RD PARTY CLAI M BY OR AGAI NST AN | NSURED WHOSE NET WORTH
EXCEEDS $25, 000, 000. 00 ON DECEMBER 31, OR ON THE LAST DATE OF THE
INSURED S FI SCAL PERICD | F THAT | S OTHER THAN DECEMBER 31, OF THE
YEAR | MVEDI ATELY PRECEDI NG THE DATE THE | NSURER BECOVES AN
I NSOLVENT | NSURER. | N DETERM NI NG NET WORTH ON THI S DATE, AN
I NSURED S NET WORTH SHALL | NCLUDE THE AGGREGATE NET WORTH OF THE
I NSURED AND ALL OF | TS SUBSI DI ARI ES AND AFFI LI ATES AS CALCULATED ON
A CONSOLI DATED BASI S. THE $25, 000, 000. 00 NET WORTH LIM T SHALL BE
ADJUSTED ANNUALLY TO REFLECT THE AGGREGATE ANNUAL PERCENTAGE CHANGE
I N THE CONSUMER PRI CE | NDEX SI NCE THE PREVI QUS ADJUSTMENT, ROUNDED
TO THE NEAREST $10, 000. 00. THE EFFECTI VE DATE OF THE ADJUSTMENT
SHALL BE JANUARY 1 OF EACH YEAR. THI S SUBSECTI ON APPLI ES TO AN
I NSOLVENCY THAT OCCURS ON OR AFTER THE EFFECTI VE DATE OF THE
AMENDATORY ACT THAT ADDED TH S SUBSECTI ON

(5) —4)>— Covered clainms shall not include any portion of a
cl aim —whieh— THAT is in excess of an applicable limt provided in

t he insurance poli cy.

07131' 06 DKH



(6) —{5)— Covered clains shall not include that portion of a

claim other than a worker's conpensation cl ai m —whieh—+s—in

Fhasurers—inthisstateinthe precedingcalendar—year— OR A CLAIM
FOR PERSONAL PROTECTI ON | NSURANCE BENEFI TS UNDER SECTI ON 3107, THAT

IS I N EXCESS OF $5, 000, 000. 00. THE $5, 000, 000. 00 CLAI M CAP SHALL BE
ADJUSTED ANNUALLY TO REFLECT THE AGGREGATE ANNUAL PERCENTAGE CHANGE
I N THE CONSUMER PRI CE | NDEX SI NCE THE PREVI QUS ADJUSTMENT, ROUNDED
TO THE NEAREST $10, 000. 00. THE EFFECTI VE DATE OF THE ADJUSTMENT
SHALL BE JANUARY 1 OF EACH YEAR AND SHALL APPLY TO CLAI M5 MADE ON
OR AFTER THAT DATE. THE CLAIM CAP | N EFFECT AT THE Tl ME OF PAYMENT
OF A CLAIM SHALL APPLY.

(7) —6)— Covered clainms shall not include adjustnent fees and
expenses, attorneys' fees and expenses, court costs, interest, or
bond premuns if the fees, expenses, costs, interest, or prem ums
were incurred by the insolvent insurer before the receiver was
appoi nt ed.

(8) AS USED IN TH S SECTI ON:

(A) "CONSUMER PRI CE | NDEX" MEANS THE CONSUMER PRI CE | NDEX FOR
ALL URBAN CONSUMERS IN THE US CI TY AVERAGE, AS MOST RECENTLY
REPORTED BY THE UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR
STATI STICS, AND AS CERTI FI ED BY THE COVM SSI ONER

(B) "CONTROL" MEANS THAT TERM AS DEFI NED I N SECTI ON 115(B) (i) .

(C© "HEALTH CARE CORPORATI ON' MEANS THAT TERM AS DEFI NED I N
SECTI ON 105 OF THE NONPROFI T HEALTH CARE CORPORATI ON REFORM ACT
1980 PA 350, MCL 550.1105.

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

enacted into | aw

(a) Senate
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(c) Senate
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(i) Senate
07136' 06) .

(j) Senate
07137' 06).

(k) Senate
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