M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2004

By:

Representatives Cuice, Chism Davis, To: Insurance

Denny, Hol | oway, Howel |, Jenni ngs, Moore,
Patterson, Rogers (61st), Rotenberry,
Weat her sby, Wbods, Zuber

OCO~NOUITRAWNE

HOUSE BI LL NO. 834
(As Sent to Governor)

AN ACT TO AMEND SECTI ON 71-3-159, M SSI SSI PPl CODE OF 1972,
TO CREATE TWO NONPROFI T UNI NCORPORATED LEGAL ENTI TI ES TO BE KNOMW
AS THE "M SSI SSI PPl WORKERS' COVPENSATI ON | NDI VI DUAL SELF- | NSURER
GUARANTY ASSQOCI ATI ON* AND THE "M SSI SSI PPl WORKERS' COVPENSATI ON
GROUP SELF-1 NSURER GUARANTY ASSOCI ATI ON'; TO PROVI DE THAT ANY
I NDI VI DUAL OR GROUP SELF-1 NSURER COVPOSED OF THE STATE, OR ANY
AGENCY THEREOF, OR COUNTY OR MUNI Cl PAL GOVERNMENTS SHALL NOT BE
REQUI RED TO BE MEMBERS OF THE | NDI VI DUAL ASSCOCI ATI ON OR THE GROUP
ASSOCI ATI ON; TO AVEND SECTION 71-3-157, M SSI SSI PPl CODE OF 1972,
TO REVI SE DEFI NI TIONS; TO AMEND SECTI ON 71-3-161, M SSI SSI PPl CODE
OF 1972, TO PROVI DE FOR BOARDS OF DI RECTORS OF THE | NDI VI DUAL
ASSOCI ATI ON AND THE GROUP ASSCCI ATI ON; TO AMEND SECTI ON 71- 3- 163,
M SSI SSI PPl CODE OF 1972, TO PROVI DE THAT ALL FUNDS I N THE
M SSI SSI PPl WORKERS' COVPENSATI ON SELF- 1 NSURER GUARANTY
ASSOCI ATI ON SHALL BECOVE AND REMAI N ASSETS OF THE M SSI SSI PP
WORKERS' COVPENSATI ON | NDI VI DUAL SELF- 1 NSURER GUARANTY
ASSOCI ATI ON;  TO PROVI DE FOR CERTAI N ASSESSMENTS TO EACH | NDI VI DUAL
SELF- I NSURER AND TO EACH GROUP SELF- | NSURER, TO AMEND SECTI ON
71-3-165, M SSISSI PPl CODE OF 1972, TO REQUI RE THAT EACH
ASSOCI ATI ON SHALL SUBM T A PLAN OF OPERATION TO THE COW SSI ON, TO
AMEND SECTI ON 71-3-169, M SSI SSI PPl CODE OF 1972, TO PROVI DE THAT
CERTAI N EXPENSES, | NTEREST AND PENALTI ES SHALL BE ADDED TO ANY
RECOVERY BY AN ASSOCI ATI ON FROM A SELF-1 NSURER | N DEFAULT; TO
AMEND SECTI ON 71-3-173, M SSI SSI PPI CODE OF 1972, TO PROVI DE FOR
CERTAI N EXAM NATI ONS OF THE FI NANCI AL CONDI TI ON OF MEMBER
SELF- I NSURERS AND GROUP SELF- I NSURERS; TO CREATE NEW CODE SECTI ON
71-3-174, M SSISSI PPI CODE OF 1972, TO PROVI DE FOR SPECI AL
ASSESSMVENT PLANS | F AN ASSOCI ATI ON ASSUVES OBLI GATI ONS OF AN
I NDI VI DUAL SELF-1 NSURER OR GROUP SELF-1 NSURER WHI CH EXCEED THE
ASSETS OF SUCH ASSCCI ATI ON; TO AMEND SECTI ONS 71-3-153, 71-3-167,
71-3-175, 71-3-177, 71-3-179 AND 71-3-181, M SSI SSI PPI CODE OF
1972, IN CONFORM TY THERETG TO AVMVEND SECTI ON 83-21-21
M SSI SSI PPl CODE OF 1972, TO CLARI FY THAT CERTAI N PROCEEDS OF THE
FEES LEVI ED AND COLLECTED BY THE ASSQOCI ATI ON OF SURPLUS LI NES
AGENTS ARE PUBLI C FUNDS THAT ARE SUBJECT TO TRANSFER TO THE
DEPARTMENT OF | NSURANCE SPECI AL FUND BY THE LEGQ SLATURE; AND FOR
RELATED PURPCSES.

BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI

SECTION 1. Section 71-3-153, M ssissippi Code of 1972, is
amended as foll ows:

71- 3-153. The purpose of Sections 71-3-151 through 71-3-181
is to provide a nechanismfor the paynent of the covered clains
under the Wirkers' Conpensation Law, to avoid excessive delay in

paynent and to avoid financial |oss to claimnts because of the
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i nsol vency of a self-insurer, to assist in the detection and
prevention of self-insurer insolvencies, and to provide * * *
associ ations to assess the cost of such protection anpng
self-insurers.

Sections 71-3-151 through 71-3-181 shall apply to al
enpl oyers who are self-insurers under the provisions of Section
71-3-75, M ssissippi Code of 1972.

SECTION 2. Section 71-3-157, M ssissippi Code of 1972, is
amended as fol |l ows:

71-3-157. For the purposes of Sections 71-3-151 through
71-3-181, the follow ng words shall have the neani ngs ascri bed
herein unl ess the context shall otherw se require:

(a) "Individual association” nmeans the M ssissipp

Workers' Conpensation |Individual Self-insurer Guaranty Associ ation

created under Section 71-3-159.

(b) "Group association" neans the M ssissippi Wrkers

Conpensation Goup Self-insurer Guaranty Associ ation created under

Section 71-3-159.

(c) "Commi ssion" nmeans the M ssissippi Wrkers
Conpensati on Conmm ssi on.

(d) "Conmpensation"” means anobunts payable to claimnts
under the M ssissippi Wrkers' Conpensation Law as defined in

Section 71-3-3(j), M ssissippi Code of 1972.

)

e) "Covered clainmt nmeans an unpai d clai mupon which

conpensation or nedical is payable by an individual self-insurer

or a group self-insurer under the Wrkers' Conpensation Law.

(f) "Self-insurer in default" means an indivi dual

self-insurer or a group self-insurer as defined by this chapter

that has defaulted or failed for any reason to satisfy any of its
obl i gations under the Wrkers' Conpensation Law, i ncl uding,
without Iimtation, all obligations for paynment of indemity
conpensation, disability, expenses of nedical, hospital, surgical,

rehabilitati on and ot her services, death benefits and funeral
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expenses, whet her such default or failure is the result of
i nsol vency or bankruptcy or receivership or otherw se.

(g9) "Menber self-insurer” nmeans a self-insurer as
defined by this chapter who is a nenber of the M ssissipp

Workers' Conpensation |ndividual Self-insurer Guaranty Association

or the M ssissippi Wrkers' Conpensation Goup Self-insurer

GQuar anty Associ ati on.

(h) "Individual self-insurer” is an enployer who has

been aut horized under Section 71-3-75(2), M ssissippi Code of
1972, to insure under the Wrkers' Conpensation Law.

(i) "Goup self-insurer” is a group of enployers who

have been aut horized under Section 71-3-75(3), M ssissippi Code of

1972, to insure under the Wrkers' Conpensation Law.

(j) "Person" nmeans any individual, corporation,
partnership, association or voluntary organi zati on.
SECTION 3. Section 71-3-159, M ssissippi Code of 1972, is
amended as foll ows:

71-3-159. The M ssissippi Wrkers' Conpensation Self-insurer

GQuar anty Association created under this chapter shall be renaned

as the "M ssissippi Wrkers' Conpensation |ndividual Self-insurer

GQuaranty Associ ation" and there is created a separate nonprofit

uni ncorporated legal entity to be known as the "M ssi ssi pp

Wor kers' Conpensation G oup Self-insurer GQuaranty Associ ation.”

Al'l individual self-insurers shall be and remai n nenbers of the

i ndi vi dual association and all group self-insurers shall be and

remai n nenbers of the group association as a condition of their

authority under Section 71-3-75, M ssissippi Code of 1972. These

associ ations shall performtheir functions under * * * plans of
operation established and approved under Section 71-3-165 and
shal | exercise their powers through * * * boards of directors

est abl i shed under Section 71-3-161. However, any individual or

group self-insurer conposed of the state, or any agency thereof,
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110 or county or nunicipal governnents shall not be required to be

111 nenbers of the individual association or the group association.

112 SECTION 4. Section 71-3-161, M ssissippi Code of 1972, is
113 anended as foll ows:

114 71-3-161. (1) The boards of directors of the individual

115 associ ation and the group associ ation shall each consist of not

116 less than five (5) nor nore than nine (9) persons, serving terns
117 as established in their plans of operation. The nmenbers of each

118 of the boards shall be selected by their respective nmenber

119 self-insurers, subject to the approval of the comm ssion.

120 Vacancies of the boards shall be filled for the remaining period
121 of the termin the same manner as initial appointnents.

122 (2) In approving selections to the boards, the conm ssion
123 shall consider, anong ot her things, whether all nenber

124 self-insurers of their respective association are fairly

125 represented.

126 (3) Subject to board approval, nmenbers of the boards may be

127 reinbursed fromthe assets of their respective associations for

128 expenses, including, but not limted to, attorney fees, incurred

129 by them as nenbers of the boards of directors.

130 SECTION 5. Section 71-3-163, M ssissippi Code of 1972, is
131 anended as fol | ows:

132 71-3-163. (1) Each association shall:

133 (a) Be obligated to the extent of its covered clains
134 existing prior to the date of default and arising within thirty
135 (30) days after the date of default. In no event shall an

136 association be obligated to a claimant in an anount in excess of

137 the obligation of the defaulting nenber self-insurer of such

138 associ ati on.

139 (b) Be deened the self-insurer to the extent of

140 obligations on its * * * covered clains and to such extent shal

141 have all rights, duties and obligations of the individual
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self-insurer in default or insolvent group self-insurer in default

as if such self-insurer were not in default.

(c) Assess its respective individual self-insurers or

group self-insurers anounts necessary to pay the obligations of

t he associ ati on under subsection (2) of this section, the expenses
of handling covered clains and ot her expenses authorized by
Sections 71-3-151 through 71-3-181. The assessnents of each

i ndi vidual self-insurer and each group self-insurer shall be two

percent (2% of the gross paid conpensation and nedi cal supplies
and services of said nenber self-insurer during each period of six
(6) nonths. Said two percent (2% assessnent shall be collected
by the comm ssion at the sane tinme as and pursuant to the
procedures adopted by the conm ssion pursuant to Section 71-3-99,

M ssi ssi ppi Code of 1972. If the obligations of the individual

associ ation incurred on or after July 1, 2004, for covered clains

arising before July 1, 2004, plus necessary expenses of the

i ndi vidual association incurred on or after July 1, 2004, in

eval uating, adjusting, defending or settling such covered clains,

exceed the total amount of funds held by the individual

association on July 1, 2004, then and to that extent al

i ndi vi dual enpl oyers and groups of enployers who were

self-insurers on the dates that the covered clains arose shall be

liable for a special assessnent in the anbunt of such deficiency.

Thi s special assessnent shall be collected by the comm ssion in

accordance with the procedures adopted by the comm ssi on under

Section 71-3-99. All obligations for covered clains arising on or

after July 1, 2004, shall be the sole obligation of the

association to which the self-insurer in default belongs. The two

percent (2% assessnent on each individual self-insurer and on

each group self-insurer shall be collected by the conm ssion until

the sumof Two MIlion Dollars ($2,000,000.00) is accunul ated by

t he individual association and the sumof One MIlion Dollars

($1, 000, 000. 00) is accunmul ated by the group association. At that
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tinme the assessnents shall be suspended. However, any enpl oyer
t hat becones authorized under Section 71-3-75 to be a nenber
self-insurer after July 1, 1996, is not entitled to have the two

percent (2% assessnent suspended until such nmenber self-insurer

has contributed to the guaranty fund to which it bel ongs for the

first four (4) years such enployer is a nenber self-insurer * * *

regardl ess of the anount in the guaranty fund of the association

to which it belongs. The two percent (2% assessnent shall be

reinstituted for all nenber self-insurers of the individual

association at any tine that the guaranty fund bal ance of the

i ndi vi dual associ ation reaches One MIlion Five Hundred Thousand

Dol I ars ($1, 500, 000. 00) and such assessnent shall continue until
such tinme as the balance * * * is Two MIlion Dollars

(%2, 000, 000.00). The two percent (2% assessnent shall be

reinstituted for all nenber self-insurers of the group associ ation

at any tine that the guaranty fund bal ance of the group

associ ati on reaches Seven Hundred Fifty Thousand Dol | ars

($750, 000. 00) and such assessnent shall continue until such tine

as the balance is One MIlion Dollars ($1,000,000.00). If the

maxi mum assessnent, together with the other assets of an
associ ation, does not provide in any one (1) year an anount
sufficient to nmake all necessary paynments, the funds available in

such associ ati on shall be paid as directed by the comm ssion and

any unpaid portion shall be paid as soon thereafter as funds in

such associ ati on becone avail able. Wen the guaranty fund bal ance

of the group association reaches One MIlion Dollars

(%1, 000, 000. 00), the comr ssion may wai ve the need for bonding
requi renents for self-funded pools.

(d) Investigate clains brought against the association;
adj ust, conprom se, settle and pay covered clains to the extent of
the association's obligations; deny all other clains; and may
review settlenents, releases and judgnents to which the nenber

self-insurer in default were parties to determ ne the extent to
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whi ch such settlenents, rel eases and judgnents nmay be properly
cont est ed.

(e) Notify such persons as the conm ssion directs under
Section 71-3-167(2)(a).

(f) Handle clains through its enpl oyees or through one
or nore other persons designated as servicing facilities.
Designation of a servicing facility is subject to the approval of
t he conm ssi on.

(g) Reinburse each servicing facility for obligations
of the association paid by the facility and for expenses incurred
by the facility while handling clainms on behalf of the
associ ation, and shall pay the other expenses of the association
aut hori zed by Sections 71-3-151 through 71-3-181.

(2) Each association my:

(a) Enploy or retain such persons as are necessary to
handl e cl ains and perform ot her duties of the association.

(b) Sue or be sued.

(c) Negotiate and becone a party to such contracts as
are necessary to carry out the purposes of Sections 71-3-151
t hrough 71-3-181

(d) Performsuch other acts as are necessary or proper
to effectuate the purposes of Sections 71-3-151 through 71-3-181.

SECTION 6. Section 71-3-165, M ssissippi Code of 1972, is
amended as fol |l ows:

71-3-165. (1) Each association shall submt to the
comm ssion a plan of operation and any anendnents thereto
necessary or suitable to assure the fair, reasonable and equitable
adm ni stration of the association. The plan of operation and any
anmendnents thereto shall beconme effective upon approval in witing
by the comm ssion.

(2) If at any tinme an association fails to submt suitable
amendnments to its plan, the comm ssion shall, after notice and

heari ngs, adopt and pronul gate such reasonable rules as are

H B. No. 834 *HRO3/R354SG*
04/ HRO3/ R354SG
PAGE 7 (MS\LH)



241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269
270
271
272
273

necessary or advisable to effectuate the provisions of Sections
71-3-151 through 71-3-181. Such rules shall continue in force
until nodified by the comm ssion or superseded by a plan submtted

by the nonconpl yi ng associ ati on and approved by the comm ssion.

(3) Al nenber self-insurers shall conply with the plan of

operation of the association to which they belong. The plan of

operation of each association shall:

(a) Establish the procedures whereby all the powers and
duties of the association under Section 71-3-163 will be
per formed.

(b) Establish procedures for handling assets of the
associ ation.

(c) Establish the anmount and net hod of rei nbursing
menbers of the board of directors under Section 71-3-161

(d) Establish procedures by which clains may be fil ed
with the association, and establish acceptable forns of proof of
covered cl ai ns.

(e) Establish regular places and tinmes for neetings of
t he board of directors.

(f) Establish procedures for records to be kept of al
financial transactions of the association, its agents and the
board of directors.

(g) Provide that any individual self-insurer or group

sel f-insurer aggrieved by any final action or decision of the

association to which it bel ongs nmay appeal to the conm ssion

within thirty (30) days after the action or decision.

(h) Establish the procedures whereby sel ections for the
board of directors will be submtted to the comm ssion.

(i) Contain additional provisions necessary or proper
for the execution of the powers and duties of the association.

(4) The plan of operation of each associ ati on may provide

that any or all powers and duties of the association, except those

under Section 71-3-163(1)(c) and Section 71-3-174, are del egated
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to a corporation, association or other organi zati on which perforns
or wll performfunctions simlar to those of the association.
Such a corporation, association or organi zation shall be

rei mbursed as a servicing facility would be rei nbursed, and shal
be paid for its perfornmance of any other functions of the

associ ation. A delegation under this subsection shall take effect
only with the approval of both the board of directors of the

associ ati on and the comm ssion, and nmay be nade only to a

corporation, association or organi zati on which extends protection
not substantially |ess favorable and effective than that provided
by Sections 71-3-151 through 71-3-181.

SECTION 7. Section 71-3-167, M ssissippi Code of 1972, is
amended as foll ows:

71-3-167. (1) The comm ssion shall:

(a) Upon the request of an association or of any other
party or without any request on its own notion, enter any
appropriate order finding a nenber self-insurer to be in default
and to determ ne the date of such default and pronptly notify the

associ ation to which such nenber self-insurer bel ongs of the

exi stence of such default and the date of such default.

(b) Upon request of the board of directors of an

associ ation, provide such association with a statenent of

conpensati on paynents of each nenber self-insurer of such

associ ati on.

(2) The comm ssion may:
(a) Require that the group association notify the

menber self-insurers of any group self-insurer in default and any

other interested parties of the default. Such notification shal
be by mail at their |ast known address, where available, but if
sufficient information for notification by mail is not avail abl e,
notice by publication in a newspaper of general circulation shal

be sufficient.
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(b) Suspend or revoke, after notice and hearing, the
authority to self-insure granted under Section 71-3-75,
M ssi ssi ppi Code of 1972, of any nenber self-insurer who fails to
pay an assessnent when due, or fails to conply with the plan of

operation of the association to which it belongs. As an

alternative, the comm ssion may | evy a fine on any nenber
self-insurer who fails to pay an assessnent when due or fails to
conply with the plan of operation. Such fine shall not exceed
five percent (5% of the unpaid assessnment per nonth, except that
no fine shall be | ess than One Hundred Dol | ars ($100. 00) per
mont h.

(c) Revoke the designation of any servicing facility if
it finds clains are being handl ed unsatisfactorily.

(3) Any final action or order of the conm ssion under
Sections 71-3-151 through 71-3-181 shall be subject to judicial
reviewin a court of conpetent jurisdiction.

SECTION 8. Section 71-3-169, M ssissippi Code of 1972, is
amended as foll ows:

71-3-169. (1) Any person recovering froman associ ation

under Sections 71-3-151 through 71-3-181 shall be deened to have

assigned his rights under the Wrkers' Conpensation Law to such

association to the extent of his recovery fromsuch association.
Any cl ai mant seeking the protection of Sections 71-3-151 through

71-3-181 shall cooperate with the association agai nst which claim

is made to the sanme extent as such person woul d have been required
to cooperate with the nenber self-insurer in default. Such

associ ati on shall have no cause of action under the Wrkers

Conpensation Law against the claimant * * * of the nenber

self-insurer in default for any suns it has paid out except such

causes of action as such nenber self-insurer in default would have

had i f such suns had been paid by such nenber self-insurer in

def aul t .
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(2) An association may recover fromthe self-insurer in

default and froma group self-insurer in default all anounts paid

by such association on account of covered clains of enpl oyees of

the nmenber self-insurer in default and any group self-insurer in

default to which such nenber self-insurer in default bel ongs, as

well as all expenses incurred by such association in evaluating,
adj usting, defending or settling covered clainms of such

enpl oyees * * *. |t shall be presuned that all anmounts paid by

such associ ati on under this section are reasonable, necessary and

otherwise in conpliance wwth this chapter. There shall be added

to any recovery under this section expenses of litigation of such

associ ation in obtaining such recovery, interest at the rate of

ei ght percent (8% per annum commenci ng on the date of such

default and a ten percent (10% penalty.

SECTION 9. Section 71-3-173, M ssissippi Code of 1972, is
amended as foll ows:
71-3-173. To aid in the detection and prevention of

i ndi vidual self-insurer insolvencies and group self-insurer

i nsol venci es:

(a) The board of directors of an association may, upon

majority vote, request that the conm ssion order an exam nation of

any of its nenber self-insurers and group self-insurers which the

board in good faith believes may be in a financial condition

hazardous to the potential clainmants or the public. Upon naking

any such request to the comm ssion, such board of directors shal

reconmmend for conm ssion approval persons to performthe

exam nation. The exam nation shall comence within thirty (30)

days follow ng the comm ssion's approval of such request for

exam nation. The comm ssion may request a board of directors to

recommend for conm ssion approval, and a board of directors can

request the comm ssion to approve, alternative persons to conplete

an examnation if it is believed the exam nation is not being

performed in a tinely and efficient manner. * * * The cost of
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such exam nation shall be paid by the association requesting such

exam nation, and * * * exam nation reports shall be forwarded to

the comm ssion and treated as are other exam nation reports. In

no event shall reports of such examnation * * * be released to

the board of directors of such association prior to release to the

public, but this shall not preclude the conm ssion from conplying
w th paragraph (b) of this section. The comm ssion shall notify

the board of directors of such associati on when the exam nation i s

conpleted. Each request for an exam nation by an associ ation

shall be kept on file by the comm ssion, but it shall not be open
to public inspection prior to the rel ease of an exam nation report
to the public.

(b) It shall be the duty of the comm ssion to report to

the board of directors of an associ ati on when it has reasonabl e

cause to believe that any nenber self-insurer or group

sel f-insurer exam ned or being exam ned at the request of the

board of directors of such association nmay be insolvent or in a

financial condition hazardous to potential clainmants or the
public.

(c) The board of directors of an association may, upon

majority vote, nake reports and reconmendati ons to the conm ssion
upon any matter gernmane to the solvency, bankruptcy or

reorgani zation of any of its nenber self-insurers and group

self-insurers. Such reports and recommendati ons shall not be

consi dered public docunents.

(d) The board of directors of an association may, upon

majority vote, nake reconmmendations to the conm ssion for the
detection and prevention of nenber self-insurer insolvencies and

group sel f-insurer insolvencies.

(e) The board of directors of an association shall, at

the conclusion of any * * * insolvency, bankruptcy case or * * *
default * * * where such association was obligated to pay covered
clains, prepare a report on the history and causes of such
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i nsol vency and bankruptcy, based on the information available to
such associ ation, and submt such report to the conm ssion.

SECTI ON 10. The follow ng section shall be codified as
Section 71-3-174, M ssissippi Code of 1972:

71-3-174. |f an associ ation assunmes any obligations of an
i ndi vidual self-insurer or group self-insurer under this chapter,
and paynments of such obligations exceed the assets of such
associ ation, such association shall within not |ess than sixty
(60) days thereafter submt for approval by the comm ssion a plan
for special assessnent of each individual self-insurer and group
self-insurer who may be responsi ble for paynent of such
obligations in excess of the assets of such association. Such
pl an for special assessnent shall also include the expenses of
such association related to the processing of obligations covered
by the special assessnment plan. Failure to conply with a
comm ssi on- approved speci al assessnent plan of an associ ation
shall create a cause of action in favor of such association
agai nst any nonconpliant nenber self-insurer and any nonconpli ant
group self-insurer for recovery of paynents and expenses by such
associ ation for which the nonconpliant nmenber self-insurer or
nonconpl i ant group self-insurer should have been obligated. It
shall be presuned that all obligations paid by an associ ation
pursuant to a conm ssion-approved speci al assessnent plan,
including, but not limted to, expenses associated with processing
such obligations, are reasonable, necessary and otherwi se in
conpliance with the requirenents of this chapter. There shall be
added to any recovery under this section expenses of litigation of
such association related to such cause of action, interest at the
rate of eight percent (8% per annum begi nning on the date of such
nonconpl i ance and a ten percent (10% penalty.

SECTION 11. Section 71-3-175, M ssissippi Code of 1972, is

anended as foll ows:
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71-3-175. The individual association and group associ ation

shal | be subject to exam nation and regul ation by the conm ssion.

The board of directors of each association shall submt, not |ater

than March 30 of each year, a financial report for the preceding
cal endar year in a form approved by the comm ssion. The

comm ssion shall furnish the board of directors of an associ ati on

any records of the conmm ssion which would aid in the preparation
of this financial report.

SECTION 12. Section 71-3-177, M ssissippi Code of 1972, is
amended as foll ows:

71-3-177. The individual association and group associ ation

shal |l be exenpt from paynent of all fees and all taxes |levied by
this state or any of its subdivisions except taxes |evied on real
or personal property.

SECTI ON 13. Section 71-3-179, M ssissippi Code of 1972, is
amended as foll ows:

71-3-179. Subject to Section 71-3-174, there shall be no

liability on the part of and no cause of action of any nature

shal | arise against any individual self-insurer, any group

self-insurer, association, * * * agents and enpl oyees of an

associ ation, board of directors of an association, and the

comm ssion and its enpl oyees and representatives, or any of them

for any good faith, affirmative action taken by any of themin the
performance of their powers and duties under Sections 71-3-151

through 71-3-181. This section does not apply to individual

enpl oyers who are nenbers of a group self-insurer. Such imunity

shall not extend to any acts of gross negligence by any such

i ndi vidual self-insurer, group self-insurer, association, agents

and enpl oyees of an association, board of directors of an

associ ation and the comm ssion and its enpl oyees and

representative commtted in the performance of their duties

her eunder.
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SECTI ON 14. Section 71-3-181, M ssissippi Code of 1972, is
anended as foll ows:

71-3-181. Al proceedings in which any individual

self-insurer in default or group self-insurer in default is a

party before the conm ssion or in any court in this state, on
order of the comm ssion, nmay be stayed for a period not to exceed
six (6) nonths fromthe date of the default to permt proper

def ense by such association of all covered clains. If any
judgnent, order, decision, verdict or finding is nade or entered

agai nst such individual self-insurer in default or group

self-insurer in default while the stay provided in this section is

effective, the association to which such individual self-insurer

or group self-insurer belongs may apply to have such judgnent,

order, decision, verdict or finding set aside by the sanme court or
adm ni strator that nmade such judgnent, order, decision, verdict or
finding. Such association shall be permtted to enter its
appearance and defend agai nst any covered claimwhich is pending
on the date of default or which is filed thereafter.

SECTI ON 15. Section 83-21-21, M ssissippi Code of 1972, is
amended as fol |l ows:

83-21-21. (1) The Comm ssioner of Insurance nmay establish a
st anpi ng procedure for all eligible nonadmtted/ surplus |ines
i nsurance policies sold on risks subject to the paynent of prem um
taxes to the State of M ssissippi.

(2) The Comm ssioner of Insurance may rely upon the advice
and assistance of a duly constituted association of surplus Iines
agents in carrying out the purposes of this chapter, if the
association files with the conm ssi oner:

(a) A copy of the association's constitution and
articles of agreenent of association or the association's
certificate of incorporation and byl aws and any rul es and
regul ati ons governing the association's activities;

(b) A list of the association's nenbers; and
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(c) The nane and address of a resident of this state
upon whom noti ces or orders of the conm ssioner or process issued
by the comm ssioner may be served.

(3) The Comm ssioner of Insurance may exam ne the
association's records concerning the functions or duties perforned
on behalf of the comm ssioner by the association.

(4) The association shall provide a neans for the
exam nation of all surplus lines coverages witten to determ ne
whet her such coverages conply with the | aw and such rul es or
regul ati ons as may be issued by the Comm ssioner of I|nsurance.

(5) The Comm ssioner of Insurance may refuse to accept, or
may suspend or revoke the acceptance of, an association for any of
the foll ow ng reasons:

(a) It reasonably appears that the association wll not
be able to carry out the purposes of this chapter;

(b) The association does not maintain and enforce rules
and regul ations which will ensure that nenbers of the association
and persons associated with those nenbers will conply with this
chapter, other applicable state |aw or rules or regul ations
promul gat ed under either;

(c) The rules or regulations of the association do not
ensure a fair representation of its nmenbers in the selection of
directors and in the adm nistration of its affairs;

(d) The rules or regulations of the association do not
provide for an equitable allocation of reasonable dues, fees and
ot her charges anong nenbers;

(e) The rules or regulations of the association inpose
an undue burden on conpetition; or

(f) The association fails to neet other applicable
requi renents prescribed in this chapter.

(6) A surplus lines agent shall cooperate with the
associ ation and the Comm ssioner of Insurance in fulfilling the

surplus lines agent's statutory responsibility under this chapter.
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(7) Upon request fromthe association, the Conm ssioner of
| nsurance may approve the | evy of an exam nation fee of not nore
t han one percent (1% of prem uns charged under this chapter for
the operation of the association to the extent that such operation
relieves the comm ssioner of duties otherw se required of the
Comm ssi oner of Insurance under this chapter.

(8) The association may revoke the nmenbership of, and the
Comm ssi oner of Insurance may revoke the license in this state of,
any licensee who fails to pay the exam nation fee when due, if the
exam nation fee has been approved by the Conm ssi oner of
| nsur ance.

(9) The fees levied and coll ected by the association

pursuant to this section have been and remain public funds and

shall be subject to transfer to the Departnent of |nsurance

Speci al Fund by act of the Legislature; provided, however, that

not nore than Two MIlion Dollars ($2,000, 000.00) shall be

transferred.

SECTION 16. This act shall take effect and be in force from
and after July 1, 2004.
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