HOUSE BILL No. 5596

© 0 N o o B~ wWw DN P

=
o

HOUSE BILL No. 5596

January 24, 2006, Introduced by Reps. Plakas, Vagnozzi, Alma Smith, Espinoza, Wojno,
Leland, Polidori, Meisner, Zelenko, Williams, Gleason, Anderson, Donigan, Tobocman,
Farrah, Kolb, Hood, Cheeks and Lemmons, 111 and referred to the Committee on
Insurance.

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
(MCL 500.100 to 500.8302) by adding section 1241.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 1241. (1) IF AN I NSURANCE PRCDUCER OR HI S OR HER
AFFI LI ATE RECElI VES ANY COVPENSATI ON FROM A CUSTOVER FOR THE
PLACEMENT OF | NSURANCE OR REPRESENTS THE CUSTOVER W TH RESPECT TO
THAT PLACEMENT, NEI THER THAT PRODUCER NOR THE AFFI LI ATE SHALL
ACCEPT OR RECEI VE ANY COMPENSATI ON FROM AN | NSURER CR OTHER THI RD
PARTY FOR THAT PLACEMENT OF | NSURANCE UNLESS, PRI OR TO THE
CUSTOVER S PURCHASE OF | NSURANCE, THE PRODUCER DOES BOTH OF THE
FOLLOW NG

(A) EXCEPT AS OTHERW SE PROVI DED | N SUBSECTI ON (2), OBTAINS
THE CUSTOVER S DOCUMENTED ACKNOW.EDGQVENT THAT SUCH COVPENSATI ON
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W LL BE RECEI VED BY THE PRODUCER OR AFFI LI ATE.

(B) DI SCLOSES TO THE CUSTOVER THE AMOUNT OF COMPENSATI ON FROM
THE | NSURER OR OTHER THI RD PARTY FOR THE PLACEMENT OF | NSURANCE.
| F THE AMOUNT OF COVPENSATI ON |'S NOT KNOAN AT THE TI ME OF
DI SCLOSURE, THE PRODUCER SHALL DI SCLOSE TO THE CUSTOMVER THE
SPECI FI C METHOD FOR CALCULATI NG THE COMPENSATI ON AND, | F POSSI BLE,
A REASONABLE ESTI MATE OF THE AMOUNT.

(2) SUBSECTI ON (1) (A) DOES NOT APPLY TO AN | NSURANCE PRODUCER
WHO MEETS ALL OF THE FOLLOW NG

(A) DOES NOT RECElI VE COMPENSATI ON FROM THE CUSTOMER FOR THE
PLACEMENT OF | NSURANCE.

(B) | N CONNECTI ON W TH THAT PLACEMENT OF | NSURANCE, REPRESENTS
AN 1 NSURER THAT HAS APPO NTED THE PRODUCER.

(C) DI SCLOSES TO THE CUSTOMER PRI OR TO THE PURCHASE OF
| NSURANCE THAT THE | NSURANCE PRODUCER W LL RECEI VE COMPENSATI ON
FROM AN | NSURER | N CONNECTI ON W TH THAT PLACEMENT OR THAT, IN
CONNECTI ON W TH THAT PLACEMENT OF | NSURANCE, THE | NSURANCE PRODUCER
REPRESENTS THE | NSURER AND THAT THE PRODUCER MAY PROVI DE SERVI CES
TO THE CUSTOMER FOR THE | NSURER.

(3) THI'S SECTI ON DOES NOT APPLY TO A RElI NSURANCE | NTERMVEDI ARY
OR A PERSON LI CENSED AS AN | NSURANCE PRODUCER WHO ACTS ONLY AS AN
| NTERVEDI ARY BETWEEN AN | NSURER AND THE CUSTOMER S PRODUCER,
| NCLUDI NG, BUT NOT LIM TED TO, A MANAG NG GENERAL AGENT, A SALES
MANAGER, OR A WHOLESALE BROKER

(4) AS USED IN THI S SECTI ON:

(A) "AFFILI ATE" MEANS A PERSON THAT CONTROLS, |S CONTROLLED
BY, OR IS UNDER COMMON CONTROL W TH THE PRODUCER.
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(B) " COVPENSATI ON FROM AN | NSURER OR OTHER THI RD PARTY" NMEANS
PAYMENTS, COWM SSI ONS, FEES, AWARDS, OVERRI DES, BONUSES, CONTI NGENT
COW SSI ONS, LOANS, STOCK OPTIONS, G FTS, PRIZES, OR ANY OrHER FORM
OF VALUABLE CONSI DERATI ON, WHETHER OR NOT PAYABLE PURSUANT TO A
WRI TTEN AGREEMENT.

(C) " COVWPENSATI ON FROM THE CUSTOVER' DCES NOT | NCLUDE ANY FEE
OR SIM LAR EXPENSE AS PROVI DED UNDER SECTI ON 1226 OR ANY FEE OR
AMOUNT COLLECTED BY OR PAID TO THE PRODUCER THAT DCES NOT EXCEED AN
AMOUNT ESTABLI SHED BY THE COWM SSI ONER.

(D) "CUSTOMER' MEANS THE PERSON SI GNI NG THE APPLI CATI ON OR
SUBM SSI ON FOR | NSURANCE OR THE | NSURED S AUTHORI ZED REPRESENTATI VE
ACTUALLY NEGOTI ATI NG THE PLACEMENT OF | NSURANCE W TH THE PRODUCER.
A PERSON | S NOT A CUSTOVER UNDER THI S SECTION | F EIl THER OF THE
FOLLON NG APPLI ES:

(1) THE PERSON IS ONLY A PARTI Cl PANT OR BENEFI Cl ARY OF AN
EMPLOYEE BENEFI T PLAN.

(ii) THE PERSON | S COVERED BY A GROUP OR BLANKET | NSURANCE
POLI CY OR GROUP ANNUI TY CONTRACT SOLD, SOLICITED, OR NEGOTI ATED BY
THE | NSURANCE PRODUCER OR AFFI LI ATE.

(E) "DOCUMENTED ACKNOALEDGVENT" MEANS THE CUSTOMER S WRI TTEN

CONSENT OBTAI NED PRI OR TO THE CUSTOVER S PURCHASE OF | NSURANCE.
FOR A PURCHASE OVER THE TELEPHONE OR BY ELECTRONI C MEANS FOR WHI CH
WRI TTEN CONSENT CANNOT REASONABLY BE OBTAI NED, CONSENT DOCUMENTED
BY THE PRODUCER SHALL BE ACCEPTABLE.

Enacting section 1. This anendatory act takes effect January

1, 2006.
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