HOUSE BILL No. 5179

HOUSE BILL No. 5179

September 14, 2005, Introduced by Reps. Taub, Marleau, Elsenheimer, Amos, Garfield,
Hune, Gaffney, Sheen, David Law, Vander Veen, Stakoe, Hildenbrand, Nofs, Drolet,
Hummel, Emmons, Shaffer and Pavlov and referred to the Committee on Insurance.

A bill to anend 1951 PA 35, entitled

"An act to authorize intergovernnental contracts between nuni ci pal
corporations; to authorize any municipal corporation to contract
W th any person or any nunicipal corporation to furnish any | awful
muni ci pal service to property outside the corporate limts of the
first nunicipal corporation for a consideration; to prescribe
certain penalties; to authorize contracts between nunici pa
corporations and with certain nonprofit public transportation
corporations to formgroup self-insurance pools; and to prescribe
conditions for the performance of those contracts,"

by amending the title and sections 1, 5, 7, 7a, 10, and 12 (MCL
124. 1, 124.5, 124.7, 124.7a, 124.10, and 124.12), the title and

section 7 as anended and section 7a as added by 1988 PA 36, section

1 as anended by 1996 PA 289, section 5 as anended by 1999 PA 83,
and sections 10 and 12 as added by 1982 PA 138.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
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TI TLE

An act to authorize intergovernnental contracts between
muni ci pal corporations; to authorize any mnunicipal corporation to
contract with any person or any nunicipal corporation to furnish
any lawful nunicipal service to property outside the corporate
l[imts of the first nunicipal corporation for a consideration; to
prescribe certain penalties; to authorize contracts —between— AMONG
muni ci pal corporations, —anrd—wth— certain nonprofit public
transportation corporations, AND NONPROFI T CORPORATIONS to form
group self-insurance pools; and to prescribe conditions for the
performance of those contracts.

Sec. 1. As used in this act:

(a) "Municipal corporation” nmeans a county, charter county,
county road commi ssion, township, charter township, city, village,
school district, internediate school district, comunity coll ege
district, nmetropolitan district, court district, OR public
authority, —er— A drainage district —as—definedin— ESTABLI SHED
UNDER t he drain code of 1956, —-Aet—Ne—40—ofthe PublecActs—of

1956 PA 40, MCL 280.1 TO 280.630, or any other |ocal governnental

authority or |ocal agency with power to enter into contractual
undert aki ngs. For purposes of sections 5 to 12b, "nunicipa
corporation” includes a public transportation corporation.

(B) "NONPROFI T CORPORATI ON' MEANS THAT TERM AS DEFI NED | N
SECTI ON 108 OF THE NONPROFI T CORPORATI ON ACT, 1982 PA 162, MCL
450. 2108.

(© "POOL MEMBER' MEANS A MUNI Cl PAL CORPORATI ON OR NONPROFI T
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CORPORATI ON THAT I'S A PARTI Cl PANT | N A GROUP SELF- I NSURANCE POCL
FORMED UNDER SECTI ON 5.

(D) —b)— "Public transportation corporation” nmeans a

nonprofit corporation —erganizedpursuant—to—thenonprofit
corporation—act—ActNo—162 of the Public-Acts—of 1982 being
sections—450- 2101 to0450-3192 of the Mechigan—Conpitedtaws,— to
which 1 of the follow ng applies:

(i) The primary purpose of the nonprofit corporation is
provi ding public transportation services.

(1i)) The nonprofit corporation receives funding fromthe
speci al i zed services assi stance program under section 10e of —Aet
No—51 ot the Publie-Acts—of 1951 beingsection247-660e—ofthe
M-chi-gan—Conpited—taws— 1951 PA 51, MCL 247. 660E.

(E) €6)— "Public transportation” neans that term as defined
in section 10c of —Aet—No—51of the PubliecActsof 1951 being

sectton—247-660c—of the MehiganConpiledtaws— 1951 PA 51, MCL
247. 660C.

Sec. 5. (1) Notw thstanding any other provision of lawto the
contrary, any 2 or nore mnunicipal corporations, by
i ntergovernmental contract, ANY 2 OR MORE NONPROFI T CORPORATI ONS BY
CONTRACT, OR ANY COMBI NATI ON OF 2 OR MORE MUNI Cl PAL CORPORATI ONS
AND NONPRCFI T CORPORATI ONS BY CONTRACT may form a group self-
i nsurance pool to provide for joint or cooperative action relative
to their financial and adm nistrative resources for the purpose of
provi di ng —te—the—partiecipating—runicipal—corporations— risk
managenent and coverage for pool nenbers and enpl oyees of pool

menbers, for acts or om ssions arising out of the scope of their
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enpl oynent, including any or all of the foll ow ng:

(a) Casualty insurance, including general and professional
liability coverage.

(b) Property insurance, including marine insurance and inland
navi gati on and transportation i nsurance coverage.

(c) Autonobile insurance, including notor vehicle liability
i nsurance coverage and security for notor vehicles owned or
operated, as required by section 3101 of the insurance code of
1956, 1956 PA 218, MCL 500. 3101, and protection agai nst other
l[iability and | oss associated with the ownership of notor vehicles.

(d) Surety and fidelity insurance coverage.

(e) Unbrella and excess insurance coverages.

(2) Except as otherw se provided in this subsection, a group
sel f-i nsurance pool nmay not provide for hospital, nedical,
surgical, or dental benefits to the enpl oyees of the —werber
munp-cipab-ties—+nthe— pool MEMBERS except when those benefits
arise fromthe obligations and responsibilities of the pool in
provi di ng aut onobi |l e i nsurance coverage, including notor vehicle
l[iability insurance coverage and security for notor vehicles owned
or operated, as required by section 3101 of the insurance code of
1956, 1956 PA 218, MCL 500. 3101, and protection agai nst other
l[iability and | oss associated with the ownership of notor vehicles.
Thi s subsection does not preclude nunicipal corporations from
formng a nultiple enployer welfare arrangenent under chapter 70 of
t he i nsurance code of 1956, 1956 PA 218, MCL 500. 7001 to 500. 7090,
for hospital, nedical, surgical, or dental benefits.

(3) A group self-insurance pool may assune, cede, and sel
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risk for coverages set forth in subsection (1). If a group self-
i nsurance pool obtains reinsurance, the reinsurance contract shal
be made avail able to the conm ssioner upon request. |If the
rei nsurance contract is not available to the group self-insurance
pool, the group self-insurance pool shall provide the conm ssioner
with witten docunentation of coverage as is requested by the
conmi Ssi oner .

(4) A group self-insurance pool, for the purposes of carrying
on the business of the group self-insurance pool whether or not a
body corporate, shall have the power to sue and be sued; to nake
contracts; to hold and di spose of real and personal property; and
to borrow noney, contract debts, and pledge assets in the name of
the group sel f-insurance pool

(5) In addition to any other powers granted by this act, the
power to enter into intergovernnental contracts AND OTHER CONTRACTS
under this section specifically includes the power to establish
the— A GROUP SELF-1 NSURANCE pool as a separate |egal or
adm nistrative entity for purposes of effectuating group self-
i nsurance pool agreenents.

(6) The | egislature —hereby— finds and det erm nes that
i nsurance protection is essential to the proper functioning of
muni ci pal corporations; that the resources of nunicipa
corporations are burdened by the securing of insurance protection
t hrough standards carriers; that proper risk managenent requires
spreading risk to mnimze fluctuation in insurance needs; and
that, therefore, all contributions of financial and adm nistrative

resources nmade by a municipal corporation pursuant to an
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i ntergovernnental contract authorized under this act are nade for a
public and governnental purpose, and that those contributions
benefit each contributing mnunicipal corporation

(7) —Fwo—or—rpre—wunieipal— MUINI Cl PAL corporations AND
NONPROFI T CORPORATI ONS shall not forma group self-insurance poo
to provide the coverages described in subsection (1) other than
pursuant to sections 5 to 12b

Sec. 7. Any intergovernnental contract OR OTHER CONTRACT
entered into under section 5 for the purpose of establishing a
group self-insurance pool shall provide:

(a) A financial plan setting forth in general terns:

(1) The insurance coverages to be offered by the group self-

i nsurance pool, applicable deductible levels, and the maxi num | evel
of clains which the pool will self-insure.

(1i)) Subject to section 7a, the anpunt of cash reserves to be
set aside for the paynent of clains.

(iii) The amount of insurance to be purchased by the pool to
provi de coverage over and above the clains which are not to be
satisfied directly fromthe pool's resources.

(iv) Subject to section 7a, the anpbunt of aggregate excess
i nsurance coverage to be maintained or the anount of the deposit of
uni npaired surplus to be maintained with the state treasurer, which
aggregat e excess insurance or deposit shall be used in the event
that the group self-insurance pool's resources are exhausted in a
gi ven fiscal period. The aggregate excess insurance or deposit or
conbi nati on of aggregate excess insurance and deposit shall be, at

a mninmm in the anpbunt of $5, 000, 000. 00 unl ess the comm ssi oner
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determines a | esser anmobunt of aggregate excess insurance would be
adequat e.

(b) A plan of managenent which provides for all of the
fol | ow ng:

(1) The neans of establishing the governing authority of the
pool

(1i)) The responsibility of the governing authority with regard
to fixing contributions to the pool, maintaining reserves, |evying
and col |l ecting assessnents for deficiencies, disposing of
surpluses, and adm nistering the pool in the event of term nation
or insolvency.

(1it) The basis upon which new nenbers may be admtted to, and
exi sting nenbers may | eave, the pool.

(iv) The identification of funds and reserves by exposure
ar eas.

(v) O her provisions necessary or desirable for the operation
of the pool.

(c) For election by pool nenbers of a governing authority,
whi ch shall be a board of directors for the pool, a majority of

whom shal |l be el ected or appointed officers of pool nenbers.

Sec. 7a. (1) When —2—e+—norenunicipal—corporations—have

formed— a group self-insurance pool —by—anintergovernrental
contract— |'S FORMED pursuant to section 5, the group self-insurance

pool shall immediately submt a copy of the intergovernnental
contract OR OTHER CONTRACT ESTABLI SHI NG THE POOL to the
comm ssi oner of insurance. The comm ssioner of insurance shal

reviewit for conpliance with this act.
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(2) A copy of each coverage docunent formissued by the poo
shall be filed with the conm ssioner of insurance.

(3) Each group self-insurance pool shall naintain aggregate
excess insurance or a deposit with the state treasurer of
uni npai red surpl us which aggregate excess insurance or deposit
shall be used in the event that the pool's resources are exhausted
in a given fiscal period. The aggregate excess insurance or
deposit, or conbination of aggregate excess insurance and deposit
shall be, at a minimum in the anpbunt of $5, 000, 000.00 unless the
conmi ssioner determ nes a | esser anobunt of aggregate excess
i nsurance woul d be adequate. —-A- THE POOL SHALL FILE A copy of the
aggregat e excess insurance contract obtained by —a—greup—setf—
Asurance— THE pool —pursvant—te— UNDER this section —shal—be
f+Hed— with the comm ssioner of insurance who shall reviewit for
conpliance with this act.

(4) A group self-insurance pool shall set aside cash reserves
that are adequate for the paynment of claimns.

Sec. 10. The provisions of any statute or charter requiring a
public official to post bond or obtain a surety bond, the prem um
on which may lawfully be paid by a public agency of this state, may
be satisfied with surety or fidelity insurance coverage furnished
by a group self-insurance pool organized under this act, including
any deducti bl e amount or other portion self-insured by the public
agency itself IF THE POOL | NCLUDES 1 OR MORE MUNI Cl PAL CORPORATI ONS
AMONG | TS MEMBERS

Sec. 12. (1) Information regarding that portion of the funds

or liability reserve —ef—a—poeol— established for purposes of
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satisfying a specific claimor cause of action —shall—be— BY A
GROUP SELF- 1 NSURANCE POOL THAT 1S A PUBLI C BODY SUBJECT TO THE
FREEDOM OF | NFORMATI ON ACT, 1976 PA 442, MCL 15.231 TO 15.246, 1S
exenpt from di scl osure —pursuant—to— UNDER section 13 of —Aet—Neo-—-
442 of the Public Acts of 1976, as amended, being section 15.243 of
theM-chi-gan—Conpi-ted—taws— THAT ACT, MCL 15.243.

(2) Notwi thstandi ng any provisions to the contrary contai ned
in any public disclosure act or statute, in a claimor action
agai nst the state or any group self-insurance pool, a person —-shat-
IS not —be— entitled to discover that portion of the funds or
liability reserve established for purposes of satisfying a claimor
cause of action, except that the reserve is discoverable in any

suppl enmental or ancillary proceeding to enforce a judgnent.
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