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Regular Session, 2012 ACT NO 680 ENROLLED

SENATE BILL NO. 644

BY SENATOR DONAHUE

AN ACT
To amend and reenact R.S. 22:453(B), 454(A), 458, 459, 461(B),(C), (D), (E), (F), (G), and

(H), and 463, to enact R.S. 22:462(H), and to repea R.S. 22:454(C) and (D) and

461(1), relative to group self-insurers; to provide for application for certificates of

authority; to provide for fidelity bonds and insolvency of deposits; to provide for

self-insured trusts; to provide for excess stop-loss coverage; to provide for annua
audits, examinations by the commissioner, and issuance of annual reports; and to
provide for related matters.

Beit enacted by the Legislature of Louisiana:

Section 1. R.S. 22:453(B), 454(A), 458, 459, 461(B), (C), (D), (E), (F), (G),and (H),
and 463 are hereby amended and reenacted and R.S. 22:462(H) is hereby enacted to read as
follows:

8453. Certificate of authority

B. Each application for a certificate of authority shall be made on forms
prescribed by the commissioner, shall be verified by the self-insurer or itsauthorized
representative, and shall set forth or be accompanied by all of the following items:

(1) A copy of the ptan's self-insurer's bylaws and al management,
administration, or trust agreementswhich the plan has made or proposesto makefor
the conduct of its business and affairs. Any proposed change or amendment to the
foregoing shall also be filed with the commissioner within sixty days of its
implementation.

(2) A list of names, permanent addresses, and official positions, if any, of the
persons responsible for the formation of the self-insurer and for the organization,
establishment, administration, and maintenance of the self-insurance plan.

(3) Biographical background infor mation, on aform prescribed by the

commissioner for each person who controls, directly or indirectly, ten per cent
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SB NO. 644 ENROLLED

or mor e of thesdf-insurer and for each director and officer of thesalf-insurer.

(4) A plan of operation which clearly indicatesthe method of oper ation

of the self-insurer including all of the following items:

(a) Thetypes and limits of insurance to be provided.

(b) Pro forma financial statements for a period covering three years,

which shall includeabalancesheet, incomestatement, and cash flow statement.

(c) The amount and liquidity of its assets relative to the risks to be

assumed by the salf-insurer.

(d) The expertise, experience, and character of the persons or entities

which will manage the self-insurer.

(e) A description of the self-insurer's stop-loss or excess program.

(f) A description of thesdalf-insurer'sunderwriting policy, including the

person or_entity which will perform these functions.

(0) A description of the self-insurer's claims handling procedures,

including the person or entity that will perform these functions.

(h) A description of the salf-insurer'sinvestment policy.

(i) The overall soundness of the plan of operation of the self-insurer.

(i) A description of the saf-insurer's rate-making policies and

procedures.

(5) A feasibility study or other analysisinvolving the self-insuranceplan

prepared by a qualified actuary.

£3) (6)A copy of the application for coverage, contract, certificate, or policy
of insurance or schedules of benefits to be issued or provided to persons covered
under the self-insurance plan.

©) (7) A current financia statement verified by the applicant or its
authorized representative showing the applicant's assets, liabilities, and sources of
financial means and support.

(8) A copy of afiddlity bond which bond shall comply with all of the

following:

(a) Provides protection to the sdf-insurer against acts of fraud or
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dishonesty by persons servicing the self-insurer.

(b) Provides coverage for each person responsible for servicing the

sdf-insurer.

(c) Isin an amount egual to the greater of ten percent of the premiums

and contributions received by the salf-insurer or ten percent of the benefits

paid, during the preceding calendar year, with a minimum amount of ten

thousand dollars and a maximum amount of five hundred thousand dollars.

£5) (9) A copy of al advertising and marketing materials, including the
marketing plan.

(10) A statement by the sdlf-insurer certifying that the self-insurance

planisin compliancewith all applicableprovisionsof the Employee Retir ement

| ncome Security Act of 1974 (29 U.S.C. 81001 et seq.).

* * *

8454, Insolvency deposit

A. Priortothetssuanee-of-any All self-insurers shall, before receiving a
certificate of authority, trder-this-Subpart,each-appheant-shalt deposit with the

commissioner safekee

finaneraHnstitgttons a safekeeping or trust receipt from a bank doing business

within the state or from a savings and loan association chartered to do business

inthis stateindicating that the self-insurer has deposited cash, or bonds of the

United States, the state of Louisiana,

tastitytion: or_any political subdivision of the state, of the par value of not less

than the greater of either one of the following items:

(1) One hundred thousand doallars.

(2) Thirty percent of the self-insurers outstanding L ouisiana-related

reserveliabilities. For the purposes of this Subsection, reserve liabilities shall

be computed with proper regard for the following items.
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(a) Known claims paid and outstanding.

(b) A history of incurred but not reported claims.

(c) Claims handling expenses.

(d) Unearned premium.

(e) An estimate for bad debts.

(f) A trend factor.

(9) A margin for error.

All securitiesdeposited pur suant to this Subsection shall beheld in trust

for the benefit and protection of and as security for all policyholders of the

self-insurer making such deposit.

* * *

8458. Self-insured trusts

The following requirements shall be met in addition to all other provisions
of this Subpart where any self-insurance plan is effected, maintained, and operated
under atrust agreement:

(1) A salf-insurer shall maintain at all timesunimpair ed net assets of not

lessthan onemillion dollars. Thenet assetsrequir ed to bemaintained pur suant

to this Section shall be in the form of cash, cash equivalents, or bonds or

evidences of indebtedness which are direct general obligations or which are

secured or guaranteed as to principal and interest by the government of the

United States, or any state of the United States.

(2) The employers in the salf-insurance plan shall be members of an

association or _group of five or more businesses that are in the same trade or

industry, including closaly r elated businessesthat provide support, services, or

supplies primarily to that trade or industry.

1) (3) A board of trustees elected by participating employers shall serve as
fund managers on behalf of participants. Trustees shall be plan participants. No
participating employer may be represented by more than one trustee. A minimum of
three and a maximum of seven trustees may be elected. Trustees may not receive

compensation but may bereimbursed for actual expensesincurredin connectionwith
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duties as trustee.

2) (4) Trustees shall be bonded in an amount not less than one hundred fifty
thousand dollars from alicensed surety company.

£3) (5) Investment of plan fundsis subject to the same restrictionswhich are

applicable to insurers under this Title. A

8459. Excess stop-loss coverage

A. Each self-insuranceplan shall include aggregate excess stoptoessstop-loss
coverage and specific excess stop-loss coverage provided by an insurer licensed by
the state of Louisiana. Aggregate excess stop-1oss coverage shall include provisions

to cover incurred, unpaid claimsliability in the event of plan termination. Fheexeess

additrona-tabtity: A plan shall submit its proposed excess or stoptoss stop-10ss

insurance contract to the commissioner at least thirty days prior to the proposed self-

insurance plan's effective date and at least thirty days subsequent to any renewal
date. The commissioner shall review the contract to determine whether it meetsthe
standards established by this Section and shall respond within thirty days of its
submission to him. Any excess or steptess stop-10ss insurance plan must provide
coverage with rates not subject to adjustment by the insurer during the first twelve
months.

B. Thesdlf-insur er shall possessawritten commitment, binder, or policy

for stop-loss insurance issued by an insurer authorized to do businessin this

state and that the commitment, binder, or policy provides all of the following

items:

(1) At least thirty days noticetothecommissioner of any cancellation or

nonr enewal of coverage.

(2) Both specific and aggr egate cover age with an agar egater etention of
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not more than one-hundred twenty-five percent of the amount of expected

claims for the next plan year and a specific retention amount annually

determined by the actuarial opinion required by R.S. 22:463(B).

(3) Both the specific and aggr egate cover age required in Paragraph (2)

of this Subsection shall require all claims to be submitted within ninety days

after theclaimisincurred and provide atwelve-month claimsincurred period

and at least a fifteen-month paid claims period for each policy year.

C. On theapplication of a self-insurer, the commissioner may waive or

reducetherequirement for agar egate stop-lossinsur ance cover ager equired by

this Section on adeter mination that theinter estsof the participating employers

and employees ar e adequately protected based on the level of aggr egate stop-

lossinsurance recommended by the actuary asrequired by R.S. 22:463(B).

* * *

8461. Annual audit—ratereview

B. ThisSection shall apply to all self-insurers.-however-asel-tasdrerhaving

C. The audit report required in this Section shall be filed with the

commissioner on or beforethethirtieth day of the sixth month following theyear end
of the sdf-insurer. Up to two thirty-day extensions may be granted by the
commissioner upon showing by the self-insurer and its independent certified public
accountant of the reasons for requesting such extension and upon determination by
the commissioner of good cause for an extension. The request for extension shall be
submitted in writing not less than ten days prior to the due date in sufficient detail
to permit the commissioner to make an informed decision with respect to the

requested extension.
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D. Theannual audited financial statement shall report thefinancial condition
of the self-insurer as of the end of the most recent fiscal or calendar year and the
results of its operations, changes in financial position, and changes in capital and

surplus for the year then ended in conformity with statutory generally accepted

accounting practices prescribed, or otherwise permitted, by the Department of
Insurance of the state of domicile of the self-insurer.

E. The annual audited financial report shall include the following items:

(1) Report Thereport of the independent certified public accountant.

(2) Batanee A balance sheet reporting admitted assets, liabilities, eapttal; and
surptas net assets.

(3) Statement A statement of gain or loss from operations.

(4) State A statement of cash flows.

(5) Statement A statement of changes in eapttal-ane-sarptas net assets.

(6) Notes to financial statements. These notes shall be those required by

generaly accepted accounting principles and shall include the following items:

(@) A reconciliation of difference, if any, between the audited statutory
financia statements and the annual statement filed pursuant to this Subpart with a
written description of the nature of these differences.

(b) A narrative explanation of all significant intercompany transactions and
balances.

(7) Thefinancia statementsincluded in the audited financial report shall be
prepared in aform and using language and groupings substantially the same as the
relevant sections of the annual statement of the self-insurer filed with the
commissioner, and:

(a) Thefinancial statement shall be comparative.

(b) Amounts may be rounded to the nearest thousand dollars.

(c) Insignificant amounts may be combined.

F. Financial statements furnished pursuant to this Section shall be audited by
an independent certified public accountant. The audit of the self-insurer's financia

statements shall be conducted in accordance with generally accepted auditing
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standards.

G. Every self-insurer required to file an audited financial report pursuant to
this Subpart shall require the accountant to make available for review by the
commissioner, the work—papers wor kpaper s prepared in the conduct of his audit.
The self-insurer shall require that the accountant retain the audit woerk—papers
wor kpaper sor aperiod of not lessthan five years after the period reported thereon.

H. In the conduct of the aforementioned review by the commissioner,
photocopies of pertinent audit werk-papers wor kpaper s may be made and retained
by the department. Such workingpapers wor kpaper s or copies thereof obtained by
the commissioner shall be confidential and shall not constitute a public record. The
workpaperswor kpaper sof acertified public accountant subject to maintenanceand
audit pursuant to this Section shall nonetheless remain the property of the certified

public accountant.

8462. Examination by commissioner

* * *

H. In lieu of an examination under this Section of any foreign

salf-insur er licensed in thisstate, the commissioner may accept an examination

report on the self-insurer as prepared by the department for the self-insurer's

state of domicile if the insurance department was, at the time of the

examination, accredited under the National Association of Insurance

Commissioners Financial Regulation Standards and Accreditation Program

and the examination is performed under the supervision of an accredited state

insur ancedepartment, or with the participation of one or mor e examiner swho

are employed by that accredited state insurance department, and who, after a

review of the examination workpapers and report, state under oath that the

examination was performed in a manner consistent with the standards and

proceduresrequired by their state insurance department.

8463. Annual reports; actuarial opinions
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B- A. Any plan established or maintained in the state to offer or provide

health care services, indemnification, or payment for health care services, or health
and accident benefitsto employees under the provisions of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 81001 et seqg.) shall file, through the
administrator or his designee, within two hundred ten days after the close of such
year acertified copy of the annual report required pursuant to 29 U.S.C. 81023 with
the commissioner. The filing required herein shall in no way purport to regulate or
affect the plan or its benefits.

B.(1) Each salf-insurer shall file, within ninety days of the end of the

fiscal year, an actuarial opinion prepar ed and certified by an actuary who meets

the following requir ements:

(a) Theactuary is not an employee of the self-insurer.

(b) The actuary is afellow of the Society of Actuaries, a member of the

American Academy of Actuaries, or an enrolled actuary under the Employee

Retirement | ncome Security Act of 1974 (29 U.S.C. 81001 et seq.).

(2) The actuarial opinion reguired under this Subsection shall include

the following items:

(a) A description of theactuarial soundnessof thesalf-insur er, including

any_actions recommended to improve the actuarial soundness of the

arrangement.

(b) The amount of reserves recommended to be maintained by the

arrangement.

(c) Thelevel of specific and aggr egate stop-lossinsur ancer ecommended

to be maintained by the arrangement.

C. (1) Reservesrequired by this Section shall be computed with proper
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actuarial regard for thefollowing items:

(a) Known claims, paid and outstanding.

(b) A history of incurred but not reported claims.

(c) Claims handling expenses.

(d) Unear ned premium.

(e) An estimate for bad debts.

(f) A trend factor.

(9) A margin for error.

(2) Reserves required by this Section shall be maintained in cash, cash

equivalents, or bonds or_evidences of indebtedness which are direct general

obligations or which are secured or quaranteed asto principal and interest by

the gover nment of the United States, or any state of the United States.

* * *

Section 2. R.S. 22:454(C) and (D) and 461(1) are hereby repealed.

Section 3. ThisAct shall become effective upon signature by the governor or, if not
signed by the governor, upon expiration of thetimefor billsto becomelaw without signature
by the governor, as provided by Article I11, Section 18 of the Constitution of Louisiana. |f
vetoed by the governor and subsequently approved by the legidlature, this Act shall become

effective on the day following such approval.

PRESIDENT OF THE SENATE

SPEAKER OF THE HOUSE OF REPRESENTATIVES

GOVERNOR OF THE STATE OF LOUISIANA

APPROVED:
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