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SUMMARY:

House Bill 6261 would amend the Insurance Code to remove a provision that now requires the
death benefit of a prepaid funeral contract to increase annually to account for inflation. The bill
also would change certain dollar maximums provided in statute to reflect mandated inflation
adjustments that have been made since the maximums were first enacted.

Section 2080 of the Insurance Code allows and regulates the sale of associated life insurance
policies and annuity contracts that are marketed, designed, and intended to be assigned as
payment for funeral and cemetery goods and services.! Funeral homes and other sellers of those
goods and services can be licensed as limited insurance agents for the purpose of selling the
policies and contracts. Generally speaking, section 2080 requires those policies and contracts
to have a death benefit that is sufficient to cover the initial contract price of the goods and
services, and the death benefit must increase annually at a rate that is at least equal to the annual
increase in the Detroit Consumer Price Index (CPI).

The bill would remove the requirement that the death benefit increase at that rate.

In addition, section 2080 allows a life insurer to write a life insurance policy or annuity contract
that is subject to an assignment of the proceeds of the policy or contract as payment for
cemetery or funeral goods or services, regardless of the relationship between the insurer and
the assignee, subject to certain specified conditions. Among those conditions are the following
limits (which must be adjusted annually in accordance with the Detroit CPI):
e Foran associated life insurance policy or annuity contract, the death benefit subject to
the assignment cannot be more than $5,000 when the first premium payment is made.
e For a nonassociated life insurance policy or annuity contract, the initial amount of
proceeds assigned cannot be more than $5,000.

The bill would change the above amounts from $5,000 to $11,760 to reflect in statute the
required annual adjustments made since 1986, when the $5,000 amount was first put into law.

The bill provides that it would apply to policies delivered, executed, issued, amended, adjusted,
or renewed in this state (or outside if covering Michigan residents) on or after its effective date.

MCL 500.2080

! Cemetery goods, cemetery services, funeral goods, and funeral services are each separately defined in section 2080
and can include, among other things, embalming, caskets, urns, visitation or memorial services, funeral ceremonies,
transportation, burial plots, vaults, crypts, niches, interment or inurnment services, and markers or monuments. Also
note that, under section 2080, associated life insurance policies and annuity contracts are those that are marketed,
designed, and intended to be assigned as payment for funeral and cemetery goods and services, and nonassociated
policies and contracts are those that are not marketed, designed, or intended to be assigned for such a payment.
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FISCAL IMPACT:

House Bill 6261 would not have a fiscal impact on any unit of state or local government.

Legislative Analyst: Rick Yuille
Fiscal Analyst: Marcus Coffin

m This analysis was prepared by nonpartisan House Fiscal Agency staff for use by House members in their
deliberations and does not constitute an official statement of legislative intent.
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