HOUSE BILL No. 4738

May 8, 2001, Introduced by Reps. Hale, Bogardus, Clark, Minore, Waters, Hardman, Phillips, McConico,
Lipsey, Daniels, Garza, Thomas, Schermesser, Dennis, Rison, Quarles and Stallworth and referred to the Committee
on Insurance and Financial Services.

A bill

to amend 1956 PA 218,

"The i nsurance code of 1956, "
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1993 PA 200, section 2400 as anended by 1982 PA 8, section 2458
as anended by 1988 PA 262, section 3020 as anended by 1998 PA
410, and section 3340 as anended by 1986 PA 10, and by addi ng
sections 2026a, 2094, 2103a, 2106a, 2107a, 2109a, 2109b, 21llc,
2128, 2128a, 2128b, 2128c, 2128d, 2128e, 2128f, and 3105a; and to
repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2021. An unfair nethod of conpetition and an unfair or
deceptive act or practice in the business of insurance includes
failure by a rating organi zati on and an insurer —whithfakes—+ts
own—+ates— within a reasonable tine after receiving witten
request therefor and upon paynent of —stueh— A reasonabl e charge
as it my nmake, to furnish to —any— AN insured affected by a rate
made by it, or to the INSURED S authorized representative, —of
steh—tnsurets— all pertinent information to —steh— THE rate.

SEC. 2026A. (1) IT IS AN UNFAIR METHOD OF COVPETI TI ON AND
AN UNFAI R OR DECEPTI VE ACT OR PRACTICE IN THE BUSI NESS OF | NSUR-
ANCE FOR A PRI VATE PASSENGER NONFLEET AUTOMOBI LE | NSURER OR THE
| NSURER S ACGENT TO SOLICI' T, OFFER, PAY, OR RECEI VE A KI CKBACK OR
BRI BE | N CONNECTI ON W TH THE PROCESS OF ADJUSTI NG, RESOLVI NG,
DENYI NG, OR LI TI GATING A CLAI M FOR AUTOMOTI VE REPAI R

(2) AN I NSURER OR AN I NSURER S AGENT WHO VI OLATES THI S SEC-
TION IS GU LTY OF A FELONY PUNI SHABLE BY | MPRI SONVENT FOR NOT
LESS THAN 1 YEAR OR MORE THAN 5 YEARS, OR A FI NE OF NOT MORE THAN
$50, 000. 00, OR BOTH, AND I N ADDI TI ON, THE I NSURER IS SUBJECT TO
THE CERTI FI CATE OF AUTHORI TY REVOCATI ON PROCEEDI NGS OF THI S
CHAPTER
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SEC. 2094. AN | NDI VI DUAL THREATENED W TH | NJURY OR | NJURED
DI RECTLY OR | NDI RECTLY BY A PRI VATE PASSENGER NONFLEET AUTOMOBI LE
| NSURER' S VI OLATI ON OF ANY PROVI SION OF THI S CHAPTER MAY BRI NG AN
ACTI ON FOR APPROPRI ATE | NJUNCTI VE OR OTHER EQUI TABLE RELI EF
AGAI NST | MVEDI ATE | RREPARABLE HARM ACTUAL DAMAGES SUSTAI NED BY
REASON OF A VI OLATION OF THI S CHAPTER, AND, AS DETERM NED BY THE
COURT, | NTEREST ON THE DAMAGES FROM THE DATE OF THE COWPLAI NT,
TAXABLE COSTS, AND REASONABLE ATTORNEY'S FEES. THI'S REMEDY IS IN
ADDI TI ON TO ANY OTHER REMEDY AND PENALTY PROVI SI ONS PROVI DED BY
TH S CHAPTER

SEC. 2103A. AS USED IN TH S CHAPTER

(A) "GROUP AUTOMOBI LE | NSURANCE" MEANS AUTOMOBI LE | NSURANCE
COVERI NG NOT LESS THAN 25 ELI G BLE EMPLOYEES OR MEMBERS, W TH OR
W THOUT THEI R ELI G BLE DEPENDENTS, WRI TTEN UNDER A MASTER POLI CY
| SSUED TO AND ENDORSED BY A GOVERNMENTAL CORPORATI ON, UNIT,
ACENCY, OR DEPARTMENT, OR TO A CORPORATI ON, PARTNERSHI P, | NDI VI D-
UAL EMPLOYER, OR AN ASSOCI ATI ON, UPON APPLI CATI ON OF AN EXECUTI VE
OFFI CER OR TRUSTEE OF THE ASSOCI ATI ON HAVI NG A CONSTI TUTI ON OR
BYLAWS, AND FORMED I N GOOD FAI TH FOR PURPOSES OTHER THAN THAT OF
OBTAI NI NG | NSURANCE

(B) "TOTAL RETURN RATI NG' MEANS THE CONSI DERATI ON OF TOTAL
REVENUE AND AVAI LABLE ASSETS OF THE | NSURER, | NCLUDI NG, BUT NOT
LI M TED TO, | NVESTMENT | NCOVE, CAPI TAL AND SURPLUS, UNDERWRI TI NG
AND OPERATI NG PROFI TS, PREM UM REVENUE, AND ALL OTHER RESERVES

Sec. 2105. (1) —Ne— A policy of autonobile insurance or
home i nsurance shall NOT be offered, bound, nade, issued,

delivered or renewed in this state on and after January 1, 1981,
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4
except in conformty with this chapter. This chapter —shat+
DCES not apply to policies of autonobile insurance or hone insur-
ance offered, bound, made, issued, delivered or renewed in this
state before January 1, 1981.

(2) This chapter —shatH— DCES not apply to insurance witten
on a group, franchise, —blanket—pottey;— or simlar basis —whith
THAT offers hone insurance —e+—autorobtte—+nsurance— to all mem
bers of the group, franchise plan, or blanket coverage who are
el i gi bl e persons.

Sec. 2106. Except as specifically provided in this chapter,
the provisions of chapter 24 and chapter 26 —shat— DO not apply
to autonobil e insurance and honme insurance. An insurer nmay use
rates for —atutofpbtHe—+nsurance—of— hone i nsurance as soon as
those rates are filed. AN INSURER SHALL NOT USE RATES FOR AUTO
MOBI LE | NSURANCE UNTI L THOSE RATES HAVE BEEN APPROVED BY THE
COMM SSI ONER. To the extent that other provisions of this —eoede
ACT are inconsistent with the provisions of this chapter, this
chapt er —shatH—goevern— GOVERNS with respect to autonobile insur-
ance and home insurance.

SEC. 2106A. TO BE AUTHORI ZED TO WRI TE GROUP AUTOMOBI LE
| NSURANCE | N THI S STATE, AN I NSURER SHALL OFFER THE GROUP COVER-
AGE TO EVERY ELI G BLE PERSON IN THE GROUP I N A UNI FORM MANNER AND
SHALL FOLLOW THE RATE- MAKI NG UNDERWRI TI NG AND OTHER APPLI| CABLE
PROVI SIONS OF THI S ACT

Sec. 2107. (1) On or before Septenber 1, 1980, each insurer
subject to this chapter shall make filings in accordance with

this chapter for —auterpbtrte—t+nsurance;— hone i nsurance ——o+
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5
both,— to be effective not later than January 1, 1981 —ner— OR
earlier than Novenber 1, 1980.

(2) Wth regard to a filing submtted under subsection (1),
t he conm ssioner shall conduct a review of the filing on an
informal basis, and a dispute with regard to that filing shal
not be considered a contested case under —Act—No—3066—of—the
PubHec—Aets—ef—1969—as—anended— THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328. A filing not
di sapproved within 60 days after its subm ssion shall be consid-
ered approved.

(3) Afiling approved or considered approved under subsec-
tion (2) —shatt—be— IS exenpt from any further proceedi ngs what -
soever under this chapter until July 1, 1981.

(4) If afiling is disapproved under subsection (2), the
insurer, within 30 days of the order of disapproval, shall make a
revised filing with the conm ssioner. The revised filing shal
take effect on January 1, 1981 and —shatt+—be— IS subject to
revi ew under this chapter on or after January 1, 1981 in the sane
manner as subsequent filings made under this chapter.

SEC. 2107A. (1) BY NOT LATER THAN 1 YEAR AFTER THE EFFEC-
TI VE DATE OF THI S SECTI ON AND ANNUALLY THEREAFTER, EACH | NSURER
SUBJECT TO THI S CHAPTER SHALL FI LE BASE RATES FOR AUTOMOBI LE
| NSURANCE AND SHALL MAKE FI LI NGS THAT CONFORM TO THI S ACT AS
AMENDED BY THE 2001 AMENDATORY ACT THAT ADDED THI S SECTI ON

(2) THE COW SSI ONER SHALL REVI EW A FI LI NG SUBM TTED UNDER
SUBSECTI ON (1) AND SHALL APPROVE OR DI SAPPROVE THE FI LI NG W THI N
60 DAYS AFTER I TS SUBM SSI ON

03489' 01



© 00 N oo o~ wWw N PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

6

(3) A FILING APPROVED UNDER SUBSECTI ON (2) SHALL NOT BE
REVI SED FOR 12 MONTHS AFTER THE EFFECTI VE DATE OF THE FI LI NG
UNLESS THE REVI SI ON MEETS ElI THER OF THE FOLLOW NG

(A) LONERS THE PRI CE OF THE COVERAGE.

(B) 1S 1IN RESPONSE TO A RULI NG OR DECI SI ON BY THE COW S-

SI ONER, THE COURT, OR A HEARI NG OFFI CER

(4) A RULE CHANGE OR OTHER CHANCE FI LED W TH THE COW S-

SI ONER THAT RESULTS IN A CHANGE I N THE COST OF COVERAGE |I'S CON
SIDERED A REVI SION I N A RATE FI LI NG UNDER THI S SECTI ON.

(5 IF A FILING IS D SAPPROVED UNDER SUBSECTI ON (2), THE
| NSURER, W THI N 30 DAYS OF THE ORDER OF DI SAPPROVAL, SHALL MAKE A
REVI SED FI LI NG WTH THE COMW SSI ONER.  THE REVI SED FILING | S
SUBJECT TO REVI EW UNDER THI S CHAPTER I N THE SAME MANNER AS AN
ORI A NAL FI LI NG MADE UNDER THI S CHAPTER.

Sec. 2108. (1) —©a— EXCEPT AS PROVI DED | N SECTI ON 2107A, ON
the effective date thereof, each insurer shall file with the com
m ssi oner every manual of classification, every manual of rules
and rates, every rating plan, and every nodification of a manual
of classification, manual of rules and rates, or a rating plan
—whteh— THAT it proposes to use for autonobile insurance and hone
i nsurance. Each filing shall state the character and extent of
t he coverage contenplated. Each insurer subject to this chapter
who maintains rates in any part of this state shall at all tines
maintain rates in effect for all eligible persons neeting the
underwiting criteria of the insurer.

(2) —An— EXCEPT FOR FI LI NGS CONCERNI NG RATES, AN insurer may
satisfy its obligation to make filings —unrgder—stubseet+on—1— by
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;
becom ng a nenber of, or a subscriber to, a LI CENSED rating

or gani zat i on —+H-eensetd—under—chapter—24—or—chapter—26—which— THAT
makes —thoese— filings, and by filing with the comm ssioner a copy
of its authorization of the rating organi zation to nmake —those
filings on its behalf. Nothing contained in this chapter shal

be construed as requiring any insurer to becone a nenber of or a
subscriber to any rating organization. |Insurers may file and use
deviations fromfilings nade on their behalf, which deviations
—shatH—be— ARE subject to the provisions of this chapter.

(3) Each filing shall be acconpanied by a certification by
or on behalf of the insurer that, to the best of its information
and belief, the filing conforns to the requirenents of this
chapter.

(4) Each filing shall include information that supports the
filing with respect to the requirenents of —seet+oef— SECTI ONS
2109 AND 2109A. The information may include 1 or nore of the
fol | owi ng:

(a) The experience or judgnent of the insurer —er—rating
organtzatt+ofr— making the filing.

(b) The interpretation of the insurer —er—+tating
ofgantzat+oen— of any statistical data it relies upon.

(c) The experience of other insurers. —or—+atinhg
orgaftzatt+ons—

(d) Any other relevant information.

(5) Afiling and any acconpanying information shall be open

to public inspection upon filing.
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(6) An insurer shall not make, issue, or renew a contract or
policy except in accordance with filings —whieh— THAT are in
effect for the insurer pursuant to this chapter.

Sec. 2109. (1) Al rates for —auterpbrtetnsurance—and
hone i nsurance shall be made in accordance with the foll ow ng
provi si ons:

(a) Rates shall not be excessive, inadequate, or unfairly
discrimnatory. A rate shall not be held to be excessive unless
the rate is unreasonably high for the insurance coverage provided
and a reasonabl e degree of conpetition does not exist for the
i nsurance to which the rate is applicable.

(b) Arate shall not be held to be inadequate unless the
rate is unreasonably |ow for the insurance coverage provided and
the continued use of the rate endangers the solvency of the
insurer; or unless the rate is unreasonably |ow for the insurance
provi ded and the use of the rate has or will have the effect of
destroyi ng conpetition anong insurers, creating a nonopoly, or
causing a kind of insurance to be unavailable to a significant
nunber of applicants who are in good faith entitled to procure
that insurance through ordi nary nethods.

(c) Arate for a coverage is unfairly discrimnatory in
relation to another rate for the sanme coverage if the differen-
tial between the rates is not reasonably justified by differences
in | osses, expenses, or both, or by differences in the uncer-
tainty of loss, for the individuals or risks to which the rates
apply. A reasonable justification shall be supported by a

reasonabl e cl assification system by sound actuarial principles
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when applicable; and by actual and credible | oss and expense
statistics or, in the case of new coverages and cl assifications,
by reasonably anticipated | oss and expense experience. A rate is
not unfairly discrimnatory because it reflects differences in
expenses for individuals or risks with simlar anticipated
| osses, or because it reflects differences in |osses for individ-
uals or risks with simlar expenses.

(2) A determ nation concerning the existence of a reasonable
degree of conpetition with respect to subsection (1)(a) shal
take into account a reasonabl e spectrum of rel evant econonic
tests, including the nunber of insurers actively engaged in wit-
ing the insurance in question, the present availability of such
i nsurance conpared to its availability in conparabl e past peri-
ods, the underwiting return of that insurance over a period of
time sufficient to assure reliability in relation to the risk
associated with that insurance, and the difficulty encountered by
new i nsurers in entering the market in order to conpete for the
witing of that insurance.

SEC. 2109A. (1) ALL RATES FOR AUTOMOBI LE | NSURANCE SHALL BE
REVI EWED BY THE COWM SSI ONER BY EXAM NI NG THE | NSURER S REPORT
PREPARED PURSUANT TO SECTI ON 2128 AND SHALL BE MADE | N ACCORDANCE
W TH TOTAL RETURN RATI NG AND THE FOLLOW NG PROVI SI ONS:

(A) RATES SHALL NOT BE EXCESSI VE, | NADEQUATE, OR UNFAI RLY
DI SCRI M NATORY. A RATE SHALL NOT BE APPROVED BY THE COWM SSI ONER
UNLESS IT I'S ACTUARI ALLY JUSTI FI ED BASED UPON THE | NFORMATI ON
RECEI VED PURSUANT TO SECTI ON 2128.
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(B) A RATE SHALL NOT BE HELD TO BE | NADEQUATE UNLESS THE
RATE, AFTER CONSI DERATI ON OF | NVESTMENT | NCOVE AND SURPLUS, | S
UNREASONABLY LOW FOR THE | NSURANCE COVERAGE PROVI DED AND | S
| NSUFFI CI ENT TO SUSTAI N PRQJECTED LOSSES AND EXPENSES; OR UNLESS
THE RATE | S UNREASONABLY LOW FOR THE | NSURANCE PROVI DED AND THE
USE OF THE RATE HAS OR WLL HAVE THE EFFECT OF DESTROYI NG COVPE-
TI' TI ON AMONG | NSURERS, CREATI NG A MONOPOLY, OR CAUSI NG A KIND OF
| NSURANCE TO BE UNAVAI LABLE TO A SI GNI FI CANT NUMBER OF APPLI CANTS
WHO ARE | N GOCD FAI TH ENTI TLED TO PROCURE THAT | NSURANCE THROUGH
ORDI NARY METHODS.

(© A RATE FOR A COVERACE | S UNFAI RLY DI SCRI M NATORY | N
RELATI ON TO ANOTHER RATE FOR THE SAME COVERACGE | F THE DI FFEREN-
TI AL BETWEEN THE RATES |'S NOT REASONABLY JUSTI FI ED BY DI FFERENCES
I N LOSSES, EXPENSES, OR BOTH, OR BY DI FFERENCES | N THE UNCER-
TAINTY OF LGCSS, FOR THE | NDI VI DUALS OR RI SKS TO WHI CH THE RATES
APPLY. A REASONABLE JUSTI FI CATI ON SHALL BE SUPPORTED BY A REA-
SONABLE CLASSI FI CATI ON SYSTEM BY SOUND ACTUARI AL PRI NCI PLES VWHEN
APPL| CABLE; AND BY ACTUAL AND CREDI BLE LOSS AND EXPENSE STATI S-
TICS OR, I N THE CASE OF NEW COVERAGES AND CLASSI FI CATI ONS, BY
REASONABLY ANTI Cl PATED LOSS AND EXPENSE EXPERI ENCE. A RATE | S
NOT UNFAI RLY DI SCRI M NATORY BECAUSE | T REFLECTS DI FFERENCES | N
EXPENSES FOR | NDI VI DUALS OR RI SKS W TH SI M LAR ANTI Cl PATED
LGOSSES, OR BECAUSE | T REFLECTS DI FFERENCES I N LOSSES FOR | NDI VI D-
UALS OR RI SKS WTH SI M LAR EXPENSES.

(2) THE COVM SSI ONER SHALL NOT APPROVE A RATE | NCREASE FOR
AUTOMOBI LE | NSURANCE UNLESS THE COWM SSI ONER DETERM NES THAT THE
DATA RECEI VED FROM THE REPORT PREPARED PURSUANT TO SECTI ON 2128
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JUSTI FI ES A RATE | NCREASE. THE COWM SSI ONER SHALL NOT APPROVE A
RATE | NCREASE BY EXAM NI NG ACTUARI AL DATA FROM A LI NE OTHER THAN
THE | NSURER' S AUTOMOBI LE | NSURANCE LINE OR | F THE | NSURER FAI LS
TO FI LE THE DATA REQUI RED BY SECTI ON 2128. THE COWM SSI ONER
SHALL NOT APPROVE A RATE | NCREASE | F THE COW SSI ONER FI NDS THE
| NSURER S ADM NI STRATI VE EXPENSES TO BE EXCESSI VE.

(3) EACH I NSURER SHALL SUBM T ANNUALLY TO THE COWM SSI ONER A
COVPLETE BREAKDOWN COF LI Tl GATI ON COSTS ASSOCI ATED W TH FI RST AND
TH RD PARTY AUTOMOBI LE | NSURANCE CLAI M5 THAT HAVE BEEN RECEI VED
OR ARE I N THE PROCESS OF BEI NG LI TI GATED AND OF AMOUNTS RESERVED
TO BE USED FOR THOSE EXPENSES. THE COVM SSI ONER SHALL NOT
APPROVE A RATE | F THE ADM NI STRATI VE COSTS ASSOCI ATED W TH THE
LI TI GATI ON OF FI RST PARTY CLAI M5 EXCEED 1% OF THE ADM NI STRATI VE
COSTS ASSOCI ATED W TH THE LI TI GATION OF THI RD PARTY CLAI M5. EACH
AUTOMOBI LE | NSURANCE | NSURER S TOTAL ADM NI STRATI VE EXPENSES
SHALL BE ALLOCATED TO EACH TERRI TORY ACCORDI NG TO THE | NSURER' S
PROPORTI ONATE SHARE OF PREM UM VRI TTEN | N EACH TERRI TORY. EACH
PREM UM CHARGED W THI N EACH TERRI TORY SHALL CONTAI N AN EQUAL
SHARE OF THE ADM NI STRATI VE EXPENSE FOR THE TERRI TORY. RATES
SHALL BE FI LED AND CHARGED UNDER THI S SECTI ON SO THAT EACH AUTO
MOBI LE | NSURANCE PREM UM | NCLUDES AN EQUAL SHARE OF EACH
| NSURER' S OVERALL ADM NI STRATI VE EXPENSE.

SEC. 2109B. (1) IF THE COW SSI ONER DETERM NES THAT ANY
PERSON OR ORGANI ZATI ON HAS VI OLATED THE AUTOMOBI LE RATE- MAKI NG OR
UNDERWRI TI NG PROVI SIONS OF THI' S CHAPTER, THE COWM SSI ONER MAY
| SSUE A CEASE AND DESI ST ORDER AND ORDER THE PERSON OR
ORGANI ZATI ON TO PAY A CIVIL FINE OF NOT MORE THAN $500. 00 FOR
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EACH VI OLATION AND A CIVIL FINE OF NOT MORE THAN $5, 000. 00 FOR
EACH W LLFUL VI CLATI ON. A DEFAULT I N THE PAYMENT OF A CIVIL FINE
UNDER THI S SECTI ON MAY BE REMEDI ED BY ANY MEANS AUTHORI ZED UNDER
THE REVI SED JUDI CATURE ACT OF 1961, 1961 PA 236, MCL 600.101 TO
600.9948. A CIVIL FINE COLLECTED PURSUANT TO THI S SUBSECTI ON
SHALL BE USED FOR THE OPERATI ON OF THE AUTOMOBI LE | NSURANCE DATA
COLLECTI ON AGENCY CREATED | N SECTI ON 2128E

(2) I'F THE COW SSI ONER FI NDS THAT A VI OLATI ON OF THE AUTO
MOBI LE RATE- MAKI NG OR UNDERWRI TI NG PROVI SIONS OF THI S CHAPTER HAS
OCCURRED AND THAT THE VI OLATI ON HAS RESULTED I N AN | NCREASE I N
AUTOMOBI LE | NSURANCE PREM UMS OR A DECREASE | N BENEFI TS, THE COW
M SSI ONER SHALL ORDER THE | NSURER TO RETURN THE PREM UM OR THE
AMOUNT OF BENEFI TS THAT SHOULD HAVE BEEN PAI D, ALONG W TH AN
| NTEREST CHARGE OF 12% PER ANNUM TO BE APPLI ED FROM THE TI ME THE
PREM UM WAS COLLECTED OR THE BENEFI T WAS DUE OR WOULD HAVE BEEN
DUE TO THE CONSUMER

(3) THE COWM SSI ONER MAY SUSPEND THE LI CENSE OF AN | NSURER
THAT FAILS TO COWLY W TH THE COWM SSI ONER S ORDER TO CORRECT A
VI OLATI ON OF THI S CHAPTER

Sec. 2110. (1) In devel oping and eval uating rates pursuant
to the standards prescribed in —seetion— SECTI ONS 2109 AND 2109A,
due consideration shall be given to past and prospective |oss
experience within and outside this state, to catastrophe hazards,
if any; to a reasonable margin for underwiting profit and con-
tingencies; to dividends, savings, or unabsorbed prem um deposits
al l owed or returned by insurers to their policyhol ders, nenbers,

or subscribers; to past and prospective expenses, both
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countrywi de and those specially applicable to this state
excl usive of assessnents under this —eetde— ACT;, to assessnents
under this —eede— ACT; to underwiting practice and judgnent; and
to all other relevant factors within and outside this state.

(2) The systens of expense provisions included in the rates
for use by any insurer or group of insurers may differ fromthose
of other insurers or groups of insurers to reflect the require-
ments of the operating nethods of the insurer or group with
respect to any kind of insurance, or with respect to any subdi vi -
sion or conbination thereof for which subdivision or conbination
separate expense provisions are applicable.

(3) Risks may be grouped by classifications for the estab-
lishnment of rates and m nimum prem uns. The classifications may
nmeasure differences in | osses, expenses, or both.

Sec. 2111. (1) Notwi thstanding any provision of this act
and this chapter to the contrary, classifications and territorial
base rates used by any insurer in this state with respect to
—attoerobt-e—+nsurance—or— hone i nsurance AND CLASSI FI CATI ONS USED
BY AN | NSURER W TH RESPECT TO AUTOMOBI LE | NSURANCE shal | conform
to the applicable requirenents of this section.

(2) dassifications established pursuant to this section for
aut onobi | e i nsurance shall be based only upon 1 or nore of the
follow ng factors, which shall be applied by an insurer on a uni-
form basis throughout the state:

(a) Wth respect to all autonobile insurance coverages:
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(i) Either the age of the driver; the length of driving
experience; or the nunmber of years licensed to operate a notor
vehi cl e.

(ii) Driver primcy, based upon the proportionate use of
each vehicle insured under the policy by individual drivers
insured or to be insured under the policy.

(iii) Average mles driven weekly, annually, or both.

(iv) Type of use, such as business, farm or pleasure use.

(v) Vehicle characteristics, features, and options, such as

engi ne di spl acenent, ability of vehicle and its equi pnent to pro-

tect passengers frominjury and other simlar itens, including
vehi cl e make and nodel .
(vi) Daily or weekly commuting m | eage.

(vii) Nunmber of cars insured by the insurer or nunber of

licensed operators in the household. However, nunber of |icensed

operators shall not be used as an indirect neasure of marital
st at us.

(viii) Amount of insurance.

(b) I'n addition to the factors prescribed in subdivision
(a), with respect to personal protection insurance coverage:

(i) Earned incone.

(ii) Nunmber of dependents of incone earners insured under
t he policy.

(iii) Coordination of benefits.

(iv) Use of a safety belt.

(v) THE WAI VER OF COVERAGE FOR WORK LOSS BENEFI TS UNDER
SECTI ON 3107
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(c) In addition to the factors prescribed in subdivision
(a), with respect to collision and conprehensive coverages:

(i) The anticipated cost of vehicle repairs or replacenent,
whi ch may be neasured by age, price, cost new, or value of the
i nsured autonobile, and other factors directly relating to that
antici pated cost.

(ii1) Vehicle make and nodel .

(tii) Vehicle design characteristics related to vehicle
damageability.

(iv) Vehicle characteristics relating to autonobile theft
prevention devi ces.

(d) Wth respect to all autonobile insurance coverage ot her
t han conprehensive, successful conpletion by the individual
driver or drivers insured under the policy of an accident preven-
tion education course that neets the followng criteria:

(i) The course shall include a m ninumof 8 hours of class-
room i nstruction.

(ii) The course shall include, but not be limted to, a
review of all of the follow ng:

(A) The effects of aging on driving behavior.

(B) The shapes, colors, and types of road signs.

(C The effects of alcohol and nedication on driving.

(D) The laws relating to the proper use of a notor vehicle.

(E) Accident prevention neasures.

(F) The benefits of safety belts and child restraints.

(G Major driving hazards.
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(H Interaction with other highway users such as
not orcyclists, bicyclists, and pedestri ans.

(3) Each insurer shall establish a secondary or nerit rating
pl an for autonobile insurance, other than conprehensive
coverage. A secondary or nerit rating plan required under this
subsection shall provide for prem um surcharges for any or al
coverages for autonobile insurance, other than conprehensive cov-
erage, based upon any or all of the follow ng, when that infornma-
tion becones available to the insurer:

(a) Substantially at-fault accidents.

(b) Convictions for, determ nations of responsibility for
civil infractions for, or findings of responsibility in probate
court for civil infractions for, violations under chapter VI of

—Act—No—3060—of —thePubt+ec—Aects—of—1949,—betng—Sseectons—25+66%
to—257+—750—of—the—Mechigan—Conpttetd—taws— THE M CH GAN VEH CLE
CODE, 1949 PA 300, MCL 257.601 TO 257.750. However, beginning 90
days after the effective date of this sentence, an insured shal
not be merit rated for a civil infraction under chapter VI of
—Aet—No—306—of—the—PubHec—-Acts—of—1949— THE M CH GAN VEHI CLE
CODE, 1949 PA 300, MCL 257.601 TO 257.750, for a period of tine
| onger than that which the secretary of state's office carries
points for that infraction on the insured s notor vehicle
record.

(4) An insurer shall not establish or maintain rates or
rating classifications for autonobile insurance based upon sex or

marital status.
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(5) Notwi thstandi ng other provisions of this chapter,
aut onobi | e i nsurance risks —ay— SHALL be grouped by territory AS
PRESCRI BED BY THE COWM SSI ONER.  THE COWM SSI ONER SHALL ESTABLI SH
UNI FORM TERRI TORI AL RATI NG TO BE USED BY ALL AUTOMOBI LE | NSURANCE
| NSURERS DO NG BUSI NESS | N THE STATE. TERRI TORI AL BOUNDARI ES
SHALL BE BASED ON OBJECTI VE CRI TERI A, | NCLUDI NG TRAFFI C PATTERNS
AND SHALL BE RELATED TO THE DRI VI NG ENVI RONMVENT | NCLUDI NG, BUT
NOT LIM TED TO, DENSITY OF TRAFFI C, REGULARI TY OF TRAFFI C FLOW
TRAFFI C ROUTE SI ZE, AND TYPES OF ROADVWAY. A TERRI TORY SHALL NOT
| NCLUDE LESS THAN 1 COUNTY AND MAY | NCLUDE MORE THAN 1 COUNTY
AN | NSURER SHALL NOT CHARGE A TERRI TORI AL BASE RATE FOR AN AUTO-
MOBI LE | NSURANCE PCLI CY UNLESS THE TERRI TORI AL RATI NG SCHEME USED
BY THE | NSURER HAS BEEN APPROVED BY THE COWMM SSI ONER. AN | NSURER
SHALL ESTABLI SH 1 ACTUARI ALLY SOUND BASE RATE FOR EACH PRESCRI BED
TERRI TORY WHI CH BASE RATE SHALL BE APPROVED BY THE COWM SSI ONER
PURSUANT TO THI S CHAPTER

(6) This section shall not be construed as limting insurers
or rating organizations from establishing and maintaining statis-
tical reporting territories. This section shall not be construed
to prohibit an insurer fromestablishing or maintaining, for
aut onobi | e i nsurance, a prem um di scount plan for senior citizens
inthis state who are 65 years of age or older, if the plan is
uniformy applied by the insurer throughout this state. |If an
i nsurer has not established and nmai ntai ned a prem um di scount
plan for senior citizens, the insurer shall offer reduced prem um

rates to senior citizens in this state who are 65 years of age or
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ol der and who drive less than 3,000 m | es per year, regardl ess of
statistical data.

(7) Cassifications established pursuant to this section for
home i nsurance other than inland marine insurance provided by
policy floaters or endorsenents shall be based only upon 1 or
nore of the follow ng factors:

(a) Anpbunt and types of coverage.

(b) Security and safety devices, including |ocks, snoke
detectors, and simlar, related devices.

(c) Repairable structural defects reasonably related to
risk.

(d) Fire protection class.

(e) Construction of structure, based on structure size,
bui |l di ng material conponents, and nunber of units.

(f) Loss experience of the insured, based upon prior clains
attributable to factors under the control of the insured that
have been paid by an insurer.

(g) Use of snoking materials within the structure.

(h) Distance of the structure froma fire hydrant.

(i) Availability of |law enforcenent or crine prevention
servi ces.

(8) Notwi thstandi ng ot her provisions of this chapter, hone
i nsurance risks may be grouped by territory.

(9) An insurer may utilize factors in addition to those
specified in this section, if the comri ssioner finds, after a

hearing held pursuant to the adm nistrative procedures act of

1969, —Aet—No—3066—of—thePublteAects—of 1969 —betrng—secttons
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24201t 24-328—of theMehigan—Conpited—taws— 1969 PA 306, MCL
24.201 TO 24.328, that the factors woul d encourage innovati on,
woul d encourage insureds to mnimze the risks of |oss from haz-
ards insured against, and woul d be consistent with the purposes
of this chapter.

(10) The conmi ssioner shall report in witing to the senate
and house of representatives standing conmttees of insurance
i ssues by January 1, 2000 of the effect that the anendatory act
t hat added this subsection has had on autonobile and hone insur-
ance premunms in this state.

SEC. 2111C. (1) BY NOT LATER THAN 1 YEAR AFTER THE EFFEC-
TI VE DATE OF TH S SECTI ON, EACH AUTOMOBI LE | NSURANCE | NSURER
SHALL FI LE BASE RATES FOR AUTOMOBI LE | NSURANCE THAT CONFORM TO
TH S ACT AS AMENDED BY THE 2001 AMENDATORY ACT THAT ADDED THI S
SECTI ON AND, FOR EACH UNI FORM TERRI TORY, REFLECT A REDUCTI ON THAT
| S AT LEAST AN OVERALL 20% REDUCTI ON FROM THE AGGREGATE RATES
PREVI OQUSLY CHARGED I N THE TERRI TORY BY THE 10 AUTOMOBI LE | NSUR-
ANCE | NSURERS HAVI NG THE GREATEST MARKET SHARE | N THE STATE BASED
ON RATES I N EFFECT AS OF MAY 1, 2000. THE COWM SSI ONER SHALL
REQUI RE A RATE REDUCTI ON TO THI' S LEVEL UNLESS THE | NSURER, AFTER
CONFORM NG FULLY WTH ALL OF THE PROVI SIONS OF THI S ACT, CAN
DEMONSTRATE THAT A DI FFERENT RATE LEVEL | S ACTUARI ALLY ESSENTI AL
PURSUANT TO SECTI ON 2109A.

(2) BY NOT LATER THAN 1 YEAR AFTER THE EFFECTI VE DATE OF
TH S SECTI ON, EACH AUTOMOBI LE | NSURANCE | NSURER WHO DI D NOT WRI TE
AUTOMOBI LE | NSURANCE IN THI S STATE ON MAY 1, 2000 SHALL FI LE BASE
RATES FOR AUTOMOBI LE | NSURANCE THAT DO NOT EXCEED THE WEI GHTED
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AVERAGE OF THE BASE RATES FI LED ON MAY 1, 2000 BY THE 10 LARGEST
AUTOMOBI LE | NSURANCE | NSURERS BY MARKET SHARE.

(3) ASSESSMENTS FOR THE M CHI GAN CATASTROPHI C CLAI M5 ASSQOCI -
ATI ON, AUTOMOBI LE THEFT PREVENTI ON AUTHORI TY, AND THE M CHI GAN
AUTOMOBI LE | NSURANCE PLACEMENT FACI LI TY SHALL NOT BE CONSI DERED
I N ACHI EVI NG THE REDUCTI ON REQUI RED BY SUBSECTI ONS (1) AND (2).

Sec. 2114. (1) A person or organi zation aggrieved with
respect to any filing —whieh— THAT is in effect and —whieh— THAT
affects the person or organization may make witten application
to the comm ssioner for a hearing on the filing. However, the
insurer or rating organizati on —whteh— THAT nade the filing shal
not be authorized to proceed under this subsection. The applica-
tion shall specify the grounds to be relied upon by the
applicant. [If the comm ssioner finds that the application is
made in good faith, that the applicant would be so aggrieved if
t he grounds specified are established, or that the grounds speci-
fied otherwise justify holding a hearing, the conm ssioner, not
nore than 30 days after receipt of the application, shall hold a
hearing in accordance w th —Aet—No—3066—0of—thePubttec—Aets—of
1969 —as—arrended— THE ADM NI STRATI VE PROCEDURES ACT COF 1969, 1969
PA 306, MCL 24.201 TO 24.328, upon not less than 10 days' witten
notice to the applicant, the insurer, and the rating organization
whi ch made the filing.

(2) If after hearing initiated under subsection (1) or upon
t he conm ssioner's own notion pursuant to —Aet—No—306—of—the
PubH-ec—Aets—of—1969—as—anended— THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328, the conm ssioner
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finds that a filing does not nmeet the requirenents of sections
2109, 2109A, and 2111, the conmi ssioner shall issue an order
stating the specific reasons for that finding. The order shal
state when, within a reasonable tinme after issuance of the order
the filing shall be considered no | onger effective. A copy of
the order shall be sent to the applicant, if any, and to each
insurer and rating organi zation subject to the order. The order
shall not affect a contract or policy nmade or issued before the
date the filing becomes ineffective, as indicated in the
conmi ssi oner's order.

Sec. 2118. (1) As a condition of maintaining its certifi-
cate of authority, an insurer shall not refuse to insure, refuse
to continue to insure, or limt coverage available to an eligible
person for autonobile insurance, except in accordance w th under-
writing rules established pursuant to this section and sections
2119 and 2120.

(2) The underwriting rul es —whteh— THAT an i nsurer may
establish for autonobile insurance shall be based only on the
fol | ow ng:

(a) Criteria identical to the standards set forth in section
2103(1).

(b) The insurance eligibility point accunulation in excess
of the anounts established by section 2103(1) of a menber of the
househol d of the eligible person insured or to be insured, if the
menber of the household usually accounts for 10% or nore of the
use of a vehicle insured or to be insured. For purposes of this

subdi vi sion, a person who is the principal driver for 1
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aut onobi | e i nsurance policy shall be rebuttably presuned not to
usual |y account for nore than 10% of the use of other vehicles of
t he househol d not insured under the policy of that person.
(c) Wth respect to a vehicle insured or to be insured, sub-
stantial nodifications fromthe vehicle's original manufactured
state for purposes of increasing the speed or accel eration capa-

bilities of the vehicle.

(D) —e)y— Type of vehicle insured or to be insured, based on

1 of the following, without regard to the age of the vehicle:

(i) The vehicle is of limted production or of custom
manuf act ur e.

(ii) The insurer does not have a rate lawfully in effect for
the type of vehicle.

(iii) The vehicle represents exposure to extraordinary
expense for repair or replacenent under conprehensive or colli-

si on cover age.
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(E) H)— Use of a vehicle insured or to be insured for
transportation of passengers for hire, for rental purposes, or
for commercial purposes. Rules under this subdivision shall not
be based on the use of a vehicle for volunteer or charitable pur-
poses or for which reinbursenment for nornmal operating expenses is
recei ved.

(F) —€g)y— Paynent of a mninmumdeposit at the tinme of appli-
cation or renewal, not to exceed the smallest deposit required
under an extended paynment or prem um finance plan customarily
used by the insurer.

(G —h)y— For purposes of requiring conprehensive deducti -
bl es of not nore than $150.00, or of refusing to insure if the
person refuses to accept a required deductible, the claim
experience of the person with respect to conprehensive coverage.

(H —+)— Total abstinence fromthe consunption of alcoholic
beverages except —wher— | F such beverages are consuned as part of
a religious cerenony. However, an insurer shall not utilize an
underwiting rule based on this subdivision unless the insurer
has been authorized to transact autonobile insurance in this
state prior to January 1, 1981, and has consistently utilized
such an underwiting rule as part of the insurer's autonobile
i nsurance underwiting since being authorized to transact autono-
bile insurance in this state.

Sec. 2120. (1) Affiliated insurers may establish underwit-
ing rules so that each affiliate will provide autonobile insur-
ance only to certain eligible persons. This subsection shal

apply only if an eligible person can obtain autonobile insurance
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from1l of the affiliates. The underwiting rules shall be in
compliance with this section —=seeti+on— AND SECTI ONS 2118 —-
and —seet+on— 2119.

(2) An insurer may establish separate rating plans so that
certain eligible persons are provided autonobil e insurance under
1 rating plan and other eligible persons are provided autonobile
i nsurance under another rating plan. This subsection shall apply
only if all eligible persons can obtain autonobile insurance
under a rating plan of the insurer. Underwiting rules consis-
tent with this section ——seet+oen— AND SECTI ONS 2118 —— and
—seet+on— 2119 shall be established to define the rating plan
applicable to each eligible person.

(3) Underwriting rules under this section shall be based
only on the follow ng:

(a) Wth respect to a vehicle insured or to be insured, sub-
stantial nodifications fromthe vehicle's original manufactured

state for purposes of increasing the speed or accel eration capa-

bilities of the vehicle.
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(B) —e)y— For purposes of insuring persons who have refused
a deductible lawfully required under section —2%8(2-{h)

2118(2) (G, the claimexperience of the person with respect to
conpr ehensi ve cover age.

(C —fe)— Refusal of the person to pay a m ni mum deposit
requi red under section —238(2r{e)— 2118(2) (F).

(D) —te)y— A person's insurance eligibility point accumul a-
tion under section 2103(1)(h), or the total insurance eligibility
poi nt accumnul ation of all persons who account for 10% or nore of
the use of 1 or nore vehicles insured or to be insured under the
policy.

(E) )— The type of vehicle insured or to be insured as
provided in section —2#8(2){e)— 2118(2) (D)

Sec. 2127. The comm ssioner may by rul e prospectively
require insurers, rating organizations, and advi sory organi za-
tions to collect and report data —enty— to the extent necessary
to nonitor and eval uate the autonobile and honme insurance markets
inthis state. The conm ssioner shall authorize the use of sam
pling techniques in each instance where sanpling is practicable
and consistent with the purposes for which the data, by county,
are to be collected and reported. RULES PROMULGATED PURSUANT TO
TH S SECTI ON ARE I N ADDI TION TO, AND DO NOT REPLACE, THE REPORT-
| NG REQUI REMENTS | N SECTI ON 2128.

SEC. 2128. BY APRIL 1 OF EACH YEAR, EACH I NSURER WHO | SSUES
AUTOMOBI LE | NSURANCE IN THI S STATE SHALL FILE WTH THE COW S-

SI ONER AND W TH THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON AGENCY
CREATED | N SECTI ON 2128E ON FORMS PRESCRI BED BY THE AUTOMOBI LE
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| NSURANCE DATA COLLECTI ON AGENCY, THE FOLLOW NG AUTOMOBI LE
| NSURANCE DATA, BY TERRI TORY, FOR THE PRI OR CALENDAR YEAR

(A) WTH RESPECT TO PERSONAL PROTECTI ON | NSURANCE COVERAGE

(i) THE NUMBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS FOR WHI CH PAYMENT | S MADE

(ii) THE NUMBER OF CLAI MS FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT ARE CLOSED W THOUT PAYMENT.

(ii1i) THE NUMBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT | NVOLVE SOVE FORM OF LI TI GATI ON AND ARE CLOSED
W THOUT PAYMENT.

(iv) THE NUMBER OF CLAI MS FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT | NVOLVE LI TI GATI ON AND FOR WHI CH PAYMENT | S MADE
AFTER LI TI GATI ON COMMVENCES, | NCLUDI NG THE LENGTH OF Tl ME BETWEEN
THE FI LING OF THE CLAIM AND THE FI RST PAYMENT.

(v) THE AMOUNT OF | NTEREST CHARGES PAI D ON CLAI M5 FOR PER-
SONAL PROTECTI ON | NSURANCE BENEFI TS AND THE NUMBER OF CASES FOR
VH CH | NTEREST CHARGES HAVE BEEN PAI D.

(vi) THE LI TI GATI ON COSTS FOR CLAI M5 FOR PERSONAL PROTECTI ON
| NSURANCE BENEFI TS.

(vii) THE NUMBER OF CASES GO NG TO VERDI CT AND THE AMOUNT OF
THE VERDI CT I N THOSE CASES WHERE AN AWARD | S MADE

(viii) THE NUMBER OF VERDI CTS OF NO CAUSE OF ACTI ON

(i x) THE NUMBER OF CASES WHERE ATTORNEY FEES ARE PAID, THE
TOTAL AMOUNT OF ATTORNEY FEES PAI D, AND THE AMOUNT OF ATTORNEY
FEES PAI D FOR EACH CASE WHERE FEES WERE PAI D.

(B) WTH RESPECT TO PROPERTY PROTECTI ON | NSURANCE COVERAGE:
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(i) THE NUMBER OF THI RD PARTY AUTOMCBI LE BODI LY | NJURY TORT
CLAI M5 CLOSED BY PAYMENT TO THE CLAI MANT BEFORE THE COMMVENCEMENT
OF LITI GATI ON AND A BREAKDOWN OF HOW MANY OF THESE CLAI Ms WERE
DEATH THRESHOLD CLAI M5, SERI OQUS | MPAI RVENT OF BODY FUNCTI ON
THRESHOLD CLAI M5, AND PERVANENT SERI QUS DI SFI GUREMENT THRESHOLD
CLAI V5.

(i1) THE NUMBER OF THI RD PARTY AUTOMOBI LE BODI LY | NJURY TORT
CLAI M LAWBUI TS FI LED, AND A BREAKDOWN OF HOW MANY WERE FI LED FOR
DEATH THRESHOLD CLAI M5, SERI OQUS | MPAI RVENT OF BODY FUNCTI ON
THRESHOLD CLAI M5, AND PERVANENT SERI QUS DI SFI GUREMENT THRESHOLD
CLAI M5.

(ii1i) THE NUMBER OF THI RD PARTY AUTOMOBI LE BCDI LY | NJURY
TORT CLAI MS CLOSED BY PAYMENT TO THE CLAI MANT AFTER THE COMVENCE-
MENT OF LI TI GATI ON AND A BREAKDOWN OF HOW MANY OF THESE CLAI MS
VWERE DEATH THRESHOLD CLAI MS, SERI OQUS | MPAI RVENT OF BODY FUNCTI ON
THRESHOLD CLAI M5, AND PERVANENT SERI QUS DI SFI GUREMENT THRESHOLD
CLAI V5.

(iv) THE DOLLAR AMOUNT PAI D TO CLAI MANTS TO SETTLE THI RD
PARTY AUTOMOBI LE BODILY | NDJURY TORT CLAI MS BEFORE AND AFTER LI TI -
GATI ON HAD BEEN COMMENCED AND A BREAKDOWN OF THE DOLLAR AMOUNTS
PAI D FOR DEATH THRESHOLD CLAI M5, SERI OQUS | MPAI RVENT OF BODY FUNC-
TI ON THRESHOLD CLAI M5, AND PERMANENT SERI QUS DI SFI GUREMENT
THRESHOLD CLAI M5.

(v) THE NUMBER AND DOLLAR AMOUNT PAI D OR RESERVED FOR ALL
BODI LY | NJURY CLAI M5 SET UP OR OPENED, | NDI CATI NG THE NUMBER AND
DOLLAR AMOUNT OF RESERVES FOR CLAI M5 REMAI NI NG OPEN AT THE END OF
THE REPORTI NG PERI CD.
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SEC. 2128A. EACH AUTOMCBI LE | NSURANCE | NSURER WRI TI NG
AUTOMOBI LE | NSURANCE I N THI S STATE SHALL FI LE ANNUALLY BY APRIL 1
W TH THE COWMWM SSI ONER A CERTI FI ED AUDIT OF THE | NSURER S BOOKS
AND RECORDS PREPARED BY AN | NDEPENDENT CERTI FI ED PUBLI C
ACCOUNTANT.

SEC. 2128B. (1) BY JANUARY 15, 2003 AND EVERY 2 YEARS
THEREAFTER, THE COWM SSI ONER SHALL | SSUE A PRELI M NARY REPORT
DETAI LI NG THE STATE OF COVPETI TI ON OR AVAI LABI LI TY I N THE AUTOMO
Bl LE | NSURANCE MARKET ON A STATEW DE BASI S AND DELI NEATI NG SPE-
Cl FI C CLASSI FI CATI ONS, KINDS OR TYPES OF | NSURANCE, | F ANY, WHERE
COVPETI TI ON OR AVAI LABI LI TY DOES NOT EXI ST AND SHALL HOLD A
PUBLI C HEARI NG ON THE REPORT. THE REPORT SHALL BE BASED ON RELE-
VANT ECONOM C TESTS, | NCLUDI NG BUT NOT LIM TED TO THOSE | N SUB-
SECTION (3). THE FINDI NGS I N THE REPORT SHALL NOT BE BASED ON
ANY SI NGLE MEASURE OF COWPETI TI ON, BUT APPROPRI ATE WEI GHT SHALL
BE G VEN TO ALL MEASURES OF COWPETI TION. THE REPORT SHALL
| NCLUDE A CERTI FI CATI ON OF WHETHER OR NOT COWMPETI TI ON OR AVAI L-
ABI LI TY EXI STS. A PERSON WHO DI SAGREES W TH THE REPORT AND FI ND-
I NGS OF THE COWM SSI ONER MAY REQUEST A CONTESTED HEARI NG PURSUANT
TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL
24.201 TO 24.328, NOT LATER THAN 60 DAYS AFTER | SSUANCE OF THE
TENTATI VE REPORT.

(2) BY AUGUST 1, 2003 AND EVERY 2 YEARS THEREAFTER, THE COM
M SSI ONER SHALL | SSUE A FI NAL REPORT THAT SHALL | NCLUDE A FI NAL
CERTI FI CATI ON OF WHETHER OR NOT A REASONABLE DEGREE OF COWPETI -
TION OR AVAI LABI LI TY EXISTS I N THE AUTOMOBI LE | NSURANCE MARKET ON
A STATEW DE BASIS AND | F COWPETI TI ON OR AVAI LABI LI TY DCES NOT
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EXI ST, A PLAN TO CREATE COWPETI TI ON OR AVAI LABI LI TY. THE FI NAL
REPORT AND CERTI FI CATI ON SHALL BE SUPPORTED BY SUBSTANTI AL
EVI DENCE.

(3) FOR PURPCSES OF DETERM NI NG WVHETHER COMPETI TI ON OR
AVAI LABI LI TY EXI STS I N THE AUTOMOBI LE | NSURANCE MARKET, ALL OF
THE FOLLOW NG SHALL BE CONSI DERED BY THE COWM SSI ONER:

(A) THE EXTENT TO WHI CH ANY | NSURER CONTROLS THE AUTOMOBI LE
| NSURANCE MARKET OR ANY PORTI ON OF THAT MARKET. W TH RESPECT TO
COVPETI TI ON ON A STATEW DE BASI S, AN | NSURER SHALL NOT BE CONSI D-
ERED TO CONTROL THE AUTOMOBI LE | NSURANCE MARKET UNLESS | T HAS
MORE THAN A 15% MARKET SHARE.

(B) WHETHER THE TOTAL NUMBER OF | NSURERS WRI TI NG AUTOMOBI LE
| NSURANCE I N THI' S STATE | S SUFFI Cl ENT TO PROVI DE MULTI PLE OPTI ONS
AND ADEQUATE SERVI CE TO | NDI VI DUALS.

(© THE DI SPARI TY AMONG AUTOMOBI LE | NSURANCE RATES AND CLAS-
SI FI CATI ONS TO THE EXTENT THAT SUCH CLASSI FI CATI ONS RESULT I N
RATE DI FFERENTI ALS.

(D) THE AVAI LABI LI TY OF AUTOMOBI LE | NSURANCE TO | NDI VI DUALS
I N ALL GEOGRAPHI C AREAS OF THE STATE.

(E) THE RESI DUAL MARKET SHARE.

(F) THE OVERALL RATE LEVEL.

(G ANY OTHER FACTORS THE COWM SSI ONER CONSI DERS RELEVANT.

(4) A PLAN TO CREATE COWPETI TI ON OR AVAI LABI LI TY SHALL ONLY
RELATE TO THOSE GEOGRAPHI C AREAS, CLASSI FI CATI ONS, OR KINDS OR
TYPES OF RI SKS WHERE COWPETI TI ON OR AVAI LABI LI TY HAS BEEN CERTI -
FIED NOT TO EXI ST. THE PLAN MAY | NCLUDE METHODS DESI GNED TO
CREATE COVPETI TI ON OR AVAI LABI LITY AS THE COW SSI ONER CONSI DERS
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NECESSARY, AND MAY PROVI DE FOR THE COWMM SSI ONER TO DO 1 OR MORE
OF THE FOLLOW NG

(A) AUTHORI ZE, BY ORDER, JO NT UNDERWRI TI NG ACTIVITIES IN A
MANNER SPECI FI ED I N THE COMM SSI ONER' S ORDER.

(B) MODI FY THE RATE APPROVAL PROCESS I N A MANNER TO | NCREASE
COVPETI TI ON OR AVAI LABI LI TY WH LE AT THE SAME TI ME PROVI DI NG FOR
REASONABLY TI MELY RATE APPROVALS. MODI FI CATI ONS UNDER THI S SUB-
DI VI SI ON SHALL NOT AFFECT THE REQUI REMENTS OF SECTI ONS 2106 AND
2107A.

(C) ORDER EXCESS PROFI TS REGULATI ON. EXCESS PROFI TS REGULA-
TI ON AUTHORI ZED BY THI' S SUBDI VI SI ON SHALL BE BASED UPON RULES
PROMULGATED PURSUANT TO THE ADM NI STRATI VE PROCEDURES ACT OF
1969, 1969 PA 306, MCL 24.201 TO 24.328. EXCESS PROFI TS SHALL
| NCLUDE BOTH UNDERWRI TI NG PROFI TS AND ALL AFTER- TAX | NVESTMENT OR
I NVESTMENT PROFI T OR LOSS FROM UNEARNED PREM UMS AND LOSS
RESERVES ATTRI BUTABLE TO AUTOMOBI LE | NSURANCE. THE COWM SSI ONER,
PURSUANT TO EXCESS PROFI TS REGULATI ON, MAY ESTABLI SH FORMS FOR
THE REPORTI NG OF FI NANCI AL DATA BY THE | NSURER.

(D) ESTABLI SH AND REQUI RE AUTOMOBI LE | NSURANCE RATES, BY
ORDER, THAT | NSURERS SHALL USE AS A CONDI TI ON OF MAI NTAI NI NG
THEI R CERTI FI CATE OF AUTHORI TY. THE ORDER SETTI NG THE RATES
SHALL TAKE EFFECT NOT LESS THAN 90 DAYS OR MORE THAN 150 DAYS
AFTER THE ORDER | S | SSUED.

(E) ESTABLI SH AND | MPLEMENT A PLAN TO ASSI ST I N | NFORM NG
CONSUMERS OF HOW TO OBTAI N AUTOMOBI LE | NSURANCE AT THE MOST
FAVORABLE RATES AND HOW TO OBTAI N BENEFI TS FOR WHI CH THEY ARE
ELIG BLE. THE PLAN MAY | NCLUDE THE USE OF TOLL- FREE TELEPHONE
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NUMBERS FOR USE BY AUTOMOBI LE | NSURANCE CONSUMERS AND MAY PROVI DE
FOR THE DI STRI BUTI ON OF | NFORVATI ON TO LOCAL UNI TS OF
GOVERNVMENT.

(5) THE REPORTS AND CERTI FI CATI ONS REQUI RED UNDER SUBSEC-
TIONS (1) AND (2) SHALL BE FORWARDED TO THE GOVERNOR, THE CLERK
OF THE HOUSE, THE SECRETARY OF THE SENATE, AND ALL THE MEMBERS OF
THE HOUSE OF REPRESENTATI VES AND SENATE STANDI NG COMM TTEES ON
| NSURANCE | SSUES.

SEC. 2128C. (1) EACH I NSURER WRI TI NG 7% OR MORE OF THE
AUTOMOBI LE | NSURANCE IN THI S STATE SHALL GEOGRAPHI CALLY MARKET
AUTOMOBI LE | NSURANCE PROPORTI ONATE TO THE NUMBER OF REG STERED
VEHI CLES | N EACH AREA OF THE STATE. BEG NNING 1 YEAR AFTER THE
EFFECTI VE DATE OF THI S SECTI ON, EACH | NSURER WRI TI NG 7% OR MORE
OF THE AUTOMOBI LE | NSURANCE IN THI S STATE SHALL SUBM T ANNUALLY
TO THE COMM SSI ONER A MARKETI NG PLAN | NDI CATI NG THE NUMBER OF
AGENTS THAT MARKET FOR THE | NSURER AND THE LOCATI ON OF THEI R
OFFI CES. THE COW SSI ONER SHALL DETERM NE THE ADEQUACY OF EACH
| NSURER S MARKETI NG PLAN.

(2) I'F THE COW SSI ONER, AFTER REVI EW NG AN AUTOMOBI LE
| NSURER S MARKETI NG PLAN, FINDS THE PLAN IS NOT I N COVPLI ANCE
W TH SUBSECTI ON (1), THE COWM SSI ONER SHALL NOTI FY THE | NSURER | N
VRI TI NG OF THE | NSURER' S FAI LURE TO COWPLY W TH THE LAW SHALL
RECOMMEND REVI SI ONS TO THE | NSURER S PLAN, AND SHALL REQUI RE THAT
A REVI SED PLAN BE RESUBM TTED W THI N 30 DAYS. THE COWMM SSI ONER
SHALL APPROVE COR DI SAPPROVE AN | NSURER S MARKETI NG PLAN OR REVI -
SIONS TO THE PLAN WTHI N 30 DAYS AFTER THE COWM SSI ONER S RECEI PT
OF THE PLAN OR THE REVI SED PLAN.
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(3) I'F THE COVM SSI ONER FI NDS THAT AN AUTOMOBI LE | NSURANCE
| NSURER HAS W LLFULLY VI OLATED THE PROVI SI ONS OF THI S SECTI ON,
THE COMM SSI ONER MAY SUSPEND OR REVOKE THE | NSURER S LI CENSE TO
DO BUSI NESS AND MAY ORDER THE | NSURER TO PAY A CIVIL FINE OF NOT
MORE THAN $10, 000. 00 FOR EACH VI OLATI ON.

(4) I'F THE COVM SSI ONER FI NDS THAT AN AUTOMOBI LE | NSURANCE
| NSURER HAS FAI LED TO FI LE A MARKETI NG PLAN COVPLYI NG W TH THI S
SECTI ON, HAS FAILED TO REVI SE A PLAN PURSUANT TO THE
COW SSI ONER' S FI NDI NG OR HAS CONSI STENTLY FAILED TO SUBM T AN
ACCEPTABLE MARKETI NG PLAN, THE COW SSI ONER MAY SUSPEND OR REVCKE
THE I NSURER S LI CENSE TO DO BUSI NESS AND MAY CORDER THE | NSURER TO
PAY A CIVIL FINE OF NOT MORE THAN $2, 000. 00 FOR EACH OCCURRENCE.

(5) THE COVM SSI ONER SHALL NOTI FY EACH AUTOMOBI LE | NSURANCE
| NSURER LI CENSED I N THI S STATE OF THE MARKETI NG PLAN FI LI NG
REQUI REMENT.

SEC. 2128D. (1) |IF THE COW SSI ONER FI NDS, AFTER A HEARI NG
HELD PURSUANT TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24. 328, THAT ACCESS TO A REASONABLY COWPET-
| TI VE AND CONVENI ENT AUTOMOBI LE | NSURANCE MARKET IN THI S STATE | S
LACKI NG FOR CERTAI N CONSUMERS, THE COWM SSI ONER MAY ORDER THE
M CH GAN AUTOMOBI LE | NSURANCE PLACEMENT FACI LI TY TO DEVELOP A
MARKET ACCESS PLAN, SUBJECT TO THE COWMM SSI ONER S APPROVAL, TO
ASSURE THAT THOSE CONSUMERS HAVE REASONABLE AND CONVENI ENT ACCESS
TO THE M CH GAN AUTOMOBI LE | NSURANCE PLACEMENT FACI LI TY AND COM
PETI TI VE | NSURANCE MARKETS IN THI S STATE.

(2) I'F A MARKET ACCESS PLAN UNDER SUBSECTION (1) IS NOT
SUBM TTED W THI N 30 DAYS AFTER THE DATE OF THE COWM SSI ONER' S
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ORDER, OR | F THE PLAN DCES NOT MEET THE COWM SSI ONER' S APPROVAL,
THE COWM SSI ONER SHALL DEVELOP A MARKET ACCESS PLAN AND ORDER I TS
| MPLEMENTATI ON BY THE M CHI GAN AUTOMOBI LE | NSURANCE PLACEMENT
FACI LI TY UNTIL SUCH TI ME THAT A PLAN ESTABLI SHED BY THE M CHI GAN
AUTOMOBI LE | NSURANCE PLACEMENT FACI LITY IS APPROVED BY THE
COW SSI ONER

SEC. 2128E. (1) THERE | S CREATED AN AUTOMOBI LE | NSURANCE
DATA CCOLLECTI ON AGENCY TO ADM NI STER THE AUTOMOBI LE | NSURANCE
DATA CCOLLECTI ON REQUI REMENTS OF THI S ACT. THE GOVERNI NG BOARD OF
THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON AGENCY SHALL BE COVPOSED
OF THE COMM SSI ONER AND 8 MEMBERS APPO NTED BY THE COWM SSI ONER
AS FOLLOWE:

(A) TWO PERSONS WHO REPRESENT A PRI VATE AUTOMOBI LE | NSURANCE
| NSURER NOT HOLDI NG MORE THAN 15% OF THE STATE' S OVERALL MARKET
SHARE AT THE TI ME | TS REPRESENTATI VE SERVES ON THE BOARD.

(B) TWO PERSONS WHO REPRESENT THE GENERAL PUBLIC OF THI S
STATE.

(C) ONE PERSON WHO IS A LI CENSED MEDI CAL PROFESSI ONAL | N
TH' S STATE AND WHO DCES NOT OWN ANY PORTI ON OF AN AUTOMOBI LE
| NSURANCE | NSURER OR MANAGE DI RECTLY OR | NDI RECTLY AN AUTOMOBI LE
| NSURANCE | NSURER' S AFFAI RS.

(D) ONE PERSON WHO IS A LI CENSED ATTORNEY IN THI S STATE, WHO
DOES NOT OMN ANY PORTI ON OF AN AUTOMOBI LE | NSURANCE | NSURER OR
MANAGE DI RECTLY OR | NDI RECTLY AN AUTOMOBI LE | NSURANCE | NSURER S
AFFAI RS, AND WHO HAS AT LEAST 5 YEARS OF EXPERI ENCE I N AUTOMCBI LE
ACCI DENT RELATED LI Tl GATI ON.
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(E) ONE PERSON WHO IS AN | NDEPENDENT | NSURANCE AGENT.

(F) ONE PERSON WHO HAS AT LEAST 10 YEARS OF DATA PROCESSI NG
EXPERI ENCE | N A COVBI NATI ON OF HARDWARE ACQUI SI TI ON AND SOFTWARE
DEVEL OPMENT.

(2) A MEMBER OF THE GOVERNI NG BOARD OF THE AUTOMOBI LE | NSUR-
ANCE DATA COLLECTI ON ACGENCY SHALL SERVE FOR A TERM OF 2 YEARS.

(3) THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON AGENCY, UNDER
THE DI RECTI ON AND CONTROL OF THE COWM SSI ONER AND SUBJECT TO THE
COW SSI ONER' S APPROVAL, SHALL HAVE THE FOLLOW NG DUTI ES:

(A) PRESCRI BE RATE FI LI NG FORMS AND DATA COLLECTI ON FORMS
AND ESTABLI SH UNI FORM DATA REPORTI NG REQUI REMENTS NECESSARY TO
SATI SFY THE PROVI SIONS OF TH S CHAPTER.

(B) ANALYZE REPORTED DATA, ANALYZE AUTOMOBI LE | NSURANCE
| NSURERS' RATE- MAKI NG DATA, AND REPORT THESE FI NDI NGS TO THE COw
M SSI ONER, AND COLLECT AND ANALYZE OTHER PERTI NENT DATA AT THE
COW SSI ONER' S REQUEST.

(©) PREPARE REPORTS ON AUTOMOBI LE | NSURANCE AS REQUESTED BY
THE COWM SSI ONER.

(D) ESTABLI SH UNI FORM CLASSI FI CATI ON SYMBOLS OR OTHER UNI -
FORM DESI GNATI ONS FOR USE BY AUTOMOBI LE | NSURANCE | NSURERS TO
ESTABLI SH RI SK ASSOCI ATED W TH EACH TYPE OF VEH CLE TO BE
| NSURED.

(E) I'N A UNI FORM MANNER, GATHER ALL DATA NECESSARY TO ACCOM
PLI SH TOTAL RETURN RATE- MAKI NG. | NFORVATI ON SHALL BE GATHERED
THAT ENABLES THE COWM SSI ONER TO ASSESS AN | NSURER S ACTUAL LGSS
EXPERI ENCE, LEVEL OF PROFI T, |NTEREST | NCOVE, METHOD FOR
ASSESSI NG ANTI Cl PATED LOSSES, PARTI CULAR APPLI CATI ON OF LGOSS
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TREND FACTORS, PURE PREM UM FREQUENCY OF LOSSES BASED ON THE
NUMBER OF VEHI CLES | NSURED, AND THE LOSS COSTS AND FREQUENCY OF
LOSSES ASSOCI ATED W TH THE COVPONENT PARTS OF EACH ASPECT OF COv-
ERAGE, | NCLUDI NG BUT NOT LIMTED TO MEDI CAL, WAGE- LOSS
REPLACEMENT SERVI CES, SURVI VORS BENEFI TS, DEATH BENEFI T, COLLI -
SI ON COVERAGE, COVPREHENSI| VE COVERAGE W TH THEFT REPCORTED AS A
SEPARATE COVPONENT, BODI LY I NJURY OR LI ABI LI TY COVERAGE REPORTED
BY POLICY LIMTS, PROPERTY PROTECTI ON, AND ALL OTHER BENEFI TS
BEI NG MARKETED BY THE | NSURER

(F) GATHER DETAI LED DATA ABOUT | NSURERS' ADM NI STRATI VE
EXPENSES AND THEI R RELATI ONSHI P TO THE PREM UM CHARGED, | NCLUDI NG
COSTS FOR EACH TYPE OF LI TI GATI ON ASSCOCI ATED W TH AUTOMCBI LE
| NSURANCE CLAI M5 RESCLUTI ON, SALARI ES, FRI NGE BENEFI TS, COW S-
SIONS, AND COSTS ASSOCI ATED W TH OVERHEAD AND OTHER FI XED COSTS

(G REQUI RE EACH I NSURER TO LI ST THE | TEMS THAT ARE USED TO
COVPOSE A BASE RATE AND REQUI RE EACH | NSURER TO EXPLAI N THE
APPL| CATI ONS OF BASE RATES.

(H) ESTABLI SH FORMS TO ENABLE THE COLLECTI ON OF DATA SUFFI -
CIENT TO PERM T THE COW SSI ONER TO DETERM NE THAT ALL ASPECTS OF
AUTOMOBI LE | NSURANCE RATE- MAKI NG ARE ACTUARI ALLY SOUND AND THAT
AUTOMOBI LE | NSURANCE RATES ARE NOT EXCESSI VE OR DI SCRI M NATORY

(1) REQUI RE THE REPORTI NG OF ALL AUTOMOBI LE | NSURANCE CLAI M5
COSTS AND THE FREQUENCY OF EACH TYPE OF LOSS AND PROVI DE THE COM
M SSI ONER W TH THI S DATA.

(J) COLLECT ALL AUTOMOBI LE | NSURANCE RATE- MAKI NG DATA AND
EVALUATE THI S DATA BY DETERM NI NG | TS ACTUARI AL SOUNDNESS AND BY
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MAKI NG COVPARI SONS BASED ON STATEW DE UNI FORM RATI NG TERRI TORI ES
AS ESTABLI SHED BY THI S ACT.

(K) ENSURE THAT ALL NECESSARY DATA ARE COLLECTED AND ANA-
LYZED I N A MANNER THAT COWPLI ES W TH THE PROVI SIONS OF THI S
CHAPTER.

(1) SUBJECT TO THE APPROVAL OF THE COWM SSI ONER, DESI GNATE 1
ADVI SORY CORGANI ZATI ON FOR THE PURPOSE OF | MPLEMENTI NG | TS DATA
CCOLLECTI ON PLAN AND THE COWPI LATI ON OF RATE- MAKI NG AND OTHER
FI NANCI AL DATA FROM AUTOMOBI LE | NSURANCE | NSURERS. THE DESI G
NATED ADVI SORY CORGANI ZATI ON SHALL REPORT I TS FI NDI NGS TO THE
AUTOMOBI LE | NSURANCE DATA CCOLLECTI ON AGENCY, WH CH SHALL REPORT
TO THE COWM SSI ONER.

(M REPORT TO THE COW SSI ONER ANY KNOWN VI OLATION OF THI S
ACT.

(N) COVWPLETE ANY OTHER TASK REQUI RED TO SATI SFY THE PROVI -
SIONS OF TH S ACT AS REQUESTED BY THE COWM SSI ONER.

(4) THE COWM SSI ONER SHALL MAKE RECOMVENDATI ONS TO THE LEG
| SLATURE ANNUALLY REGARDI NG THE ADEQUACY OF STATUTORY UNDERWRI T-
| NG AND RATE- MAKI NG PROVI SI ONS BASED UPON THE | NFORMATI ON GATH-
ERED AND ANALYZED BY THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON
AGENCY AND ANY OTHER | NFORMATI ON THAT THE COMM SSI ONER CONSI DERS
APPROPRI ATE.

SEC. 2128F. (1) PRIOR TO APRIL 1, 2002, AND PRICR TO APRIL 1
OF EACH YEAR THEREAFTER, EACH | NSURER ENGAGED I N WRI TI NG | NSUR-
ANCE COVERAGES THAT PROVI DE THE SECURI TY REQUI RED BY SECTI ON
3101(1) WTHIN TH S STATE, AS A CONDI TION OF I TS AUTHORI TY TO
TRANSACT | NSURANCE I N THI S STATE, SHALL PAY TO THE AUTOMOBI LE
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| NSURANCE DATA COLLECTI ON AGENCY AN ASSESSMENT EQUAL TO $1. 00
MULTI PLI ED BY THE | NSURER' S TOTAL EARNED CAR YEARS OF | NSURANCE
PROVI DI NG THE SECURI TY REQUI RED BY SECTI ON 3101(1) WRITTEN I N
THI S STATE DURI NG THE | MVEDI ATELY PRECEDI NG CALENDAR YEAR

(2) MONEY RECEI VED PURSUANT TO SUBSECTION (1), AND ALL OTHER
MONEY RECEI VED BY THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON
ACGENCY, SHALL BE SEGREGATED AND PLACED IN A FUND TO BE KNOMAN AS
THE DATA COLLECTI ON FUND. THE DATA COLLECTI ON FUND SHALL BE
ADM NI STERED BY THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON AGENCY.

(3) MONEY IN THE DATA COLLECTI ON FUND SHALL BE USED TO PAY
THE COSTS OF ADM NI STRATI ON OF THE AUTOMOBI LE | NSURANCE DATA COL-
LECTI ON AGENCY AND SHALL NOT BE CONSI DERED STATE MONEY.

Sec. 2236. (1) A basic insurance policy formor annuity
contract formshall not be issued or delivered to any person in
this state, and an insurance or annuity application formif a
witten application is required and is to be nmade a part of the
policy or contract, a printed rider or indorsenment formor form
of renewal certificate, and a group certificate in connection
with the policy or contract, shall not be issued or delivered to
a person in this state, until a copy of the formis filed with
t he i nsurance bureau and approved by the conm ssioner as conform
ing with the requirenents of this act and not inconsistent with
the law. Failure of the conm ssioner to act within 30 days after
subm ttal —shatHt—econstt+tute— CONSTI TUTES approval. All such
forms, except policies of disability insurance as defined in
section 3400, shall be plainly printed with type size not |ess

t han 8-point unless the comm ssioner determ nes that portions of
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such a formprinted with type less than 8-point is not deceptive
or m sl eadi ng.

(2) —Ar— EXCEPT FOR FI LI NGS CONCERNI NG RATES, AN insurer may
satisfy its obligations to make formfilings by becom ng a nenber
of, or a subscriber to, a rating organization, |icensed under
section 2436 or 2630, which makes —steh— FORM filings and by
filing with the comm ssioner a copy of its authorization of the
rating organi zation to nmake the filings on its behalf. Every
menber of or subscriber to a rating organization shall adhere to
the formfilings made on its behalf by the organi zati on except
that an insurer may file with the conm ssioner a substitute form
and thereafter if a subsequent formfiling by the rating organi-
zation affects the use of the substitute form the insurer shal
review its use and notify the comm ssioner to withdraw its sub-
stitute form

(3) Beginning January 1, 1992, the conm ssioner shall not
approve a formfiled pursuant to this section providing for or
relating to an insurance policy or an annuity contract for per-
sonal, famly, or household purposes if the formfails to obtain
the readability score or neet the other requirements of this sub-
section, as applicable:

(a) The readability score for a formfor which approval is
required by this section shall not be |less than 45, as determ ned
by the nethod provided in subdivisions (b) and (c).

(b) The readability score for a formshall be determ ned as

foll ows:
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(i) For a form containing not nore than 10, 000 words, the
entire formshall be analyzed. For a formcontaining nore than
10, 000 words, not less than two 200-word sanpl es per page shal
be anal yzed instead of the entire form The sanples shall be
separated by at least 20 printed |ines.

(ii) Count the nunmber of words and sentences in the form or
sanpl es and divide the total nunber of words by the total nunber
of sentences. Miltiply this quotient by a factor of 1.015.

(ii1) Count the total nunber of syllables in the form or
sanpl es and divide the total nunber of syllables by the total
nunmber of words. Miltiply this quotient by a factor of 84.6. As
used in this subparagraph, "syllable" neans a unit of spoken | an-
guage consisting of 1 or nore letters of a word as indicated by
an accepted dictionary. |If the dictionary shows 2 or nore
equal |y acceptabl e pronunci ati ons of a word, the pronunciation
containing fewer syll ables my be used.

(iv) Add the figures obtained in subparagraphs (ii) and
(ii1) and subtract this sumfrom 206.835. The figure obtained
equal s the readability score for the form

(c) For the purposes of subdivision (b)(ii) and (iii), the
foll owi ng procedures shall be used:

(i) A contraction, hyphenated word, or nunbers and letters
when separated by spaces shall be counted as 1 word.

(i) Aunit of words ending with a period, sem colon, or
col on, but excluding headi ngs and captions, shall be counted as 1

sent ence.
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(d) I'n determining the readability score, the nethod
provi ded in subdivisions (b) and (c):

(i) Shall be applied to an insurance policy formor an annu-
ity contract, together with a rider or indorsement formusually
associated with such an insurance policy formor annuity
contract.

(ii) Shall not be applied to words or phrases that are
defined in an insurance policy form an annuity contract, or
riders, indorsenents, or group certificates pursuant to an insur-
ance policy formor annuity contract.

(tii) Shall not be applied to | anguage specifically agreed
upon through collective bargaining or required by a collective
bar gai ni ng agreenent.

(iv) Shall not be applied to | anguage that is prescribed by
state or federal statute or by rules or regulations pronul gated
pursuant to a state or federal statute.

(e) Each formfor which approval is required by this section
shal |l contain both of the foll ow ng:

(i) Topical captions.

(ii1) An identification of exclusions.

(f) Each insurance policy and annuity contract that has nore
than 3,000 words printed on not nore than 3 pages of text or that
has nore than 3 pages of text regardless of the nunmber of words
shall contain a table of contents. This subdivision does not
apply to indorsenents.

(g) Each rider or indorsenment formthat changes coverage

shall do all of the follow ng:

03489' 01



© 00 N oo o~ wWw N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

41

(i) Contain a properly descriptive title.

(1i) Reproduce either the entire paragraph or the provision
as changed.

(iii) Be acconpani ed by an expl anation of the change.

(h) If a conputer system approved by the conm ssioner cal cu-
| ates the readability score of a formas being in conpliance with
this subsection, the formis considered in conpliance with the
readability score requirenments of this subsection

(4) After January 1, 1992, any change or addition to a
policy or annuity contract formfor personal, famly, or house-
hol d purposes, whether by indorsenent, rider, or otherw se, or a
change or addition to a rider or indorsenent formto such policy
or annuity contract form which policy or annuity contract form
has not been previously approved under subsection (3), shall be
submtted for approval pursuant to subsection (3).

(5) Upon witten notice to the insurer, the conmm ssioner may
di sapprove, withdraw approval, or prohibit the issuance,
advertising, or delivery of any formto any person in this state
if it violates any provisions of this act, or contains inconsis-
tent, anbi guous, or m sl eading clauses, or contains exceptions
and conditions that unreasonably or deceptively affect the risk
purported to be assuned in the general coverage of the policy.
The notice shall specify the objectionable provisions or condi-
tions and state the reasons for the conmm ssioner's decision. |If
the formis legally in use by the insurer in this state, the

notice shall give the effective date of the comm ssioner's

di sapproval, which shall not be |less than 30 days —stbseguent—to
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AFTER the mailing or delivery of the notice to the insurer. |If
the formis not legally in use, then disapproval shall be effec-
tive inmedi ately.

(6) If a formis disapproved or approval is w thdrawn under
the provisions of this act, the insurer shall be entitled upon
demand to a hearing before the conm ssioner or a deputy comm s-
sioner wwthin 30 days after the notice of disapproval or of wth-
drawal of approval; and after the hearing, the conm ssioner shal
make findings of fact and law, and either affirm nodify, or
wi t hdraw his or her original order or decision.

(7) Any issuance, use, or delivery by an insurer of any form
W t hout the prior approval of the conmm ssioner as required by
subsection (1) or after withdrawal of approval as provided by
subsection (5) constitutes a separate violation for which the
conmm ssi oner may order the inmposition of a civil penalty of
$25. 00 for each offense, but not to exceed the nmaxi mum penalty of
$500. 00 for any 1 series of offenses relating to any 1 basic
policy form which penalty may be recovered by the attorney gen-
eral as provided in section 230.

(8) The filing requirenents of this section shall not apply
to:

(a) Insurance agai nst |oss of or danmge to:

(i) Inports, exports, or donestic shipnents.

(ii1) Bridges, tunnels, or other instrunentalities of trans-
portation and conmuni cati on.

(iii) Aircraft and attached equi pnent.
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(iv) Vessels and watercraft under construction or owned by
or used in a business or having a straight-line hull |ength of
nore than 24 feet.

(b) Insurance against loss resulting fromliability, other
t han worker's conpensation or enployers' liability arising out of
t he ownershi p, nai ntenance, or use of:

(i) Inports, exports, or donestic shipnents.

(ii) Aircraft and attached equi pnent.

(ii1) Vessels and watercraft under construction or owned by
or used in a business or having a straight-line hull |ength of
nore than 24 feet.

(c) Surety bonds other than fidelity bonds.

(d) Policies, riders, indorsenments, or forns of unique char-
acter designed for and used with relation to insurance upon a
particul ar subject, or which relate to the manner of distribution
of benefits or to the reservation of rights and benefits under
life or disability insurance policies and are used at the request
of the individual policyholder, contract holder, or certificate
hol der. Begi nning Septenber 1, 1968, the conm ssioner by order
may exenpt fromthe filing requirenments of this section and
sections 2242, 3606, and 4430 for so long as he or she considers
proper any insurance docunment or form except that portion of the
docunent or formthat establishes a relationship between group
disability insurance and personal protection insurance benefits
subj ect to exclusions or deductibles pursuant to section 3109a,
as specified in the order to which this section practicably may

not be applied, or the filing and approval of which are
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consi dered unnecessary for the protection of the public.
| nsurance docunents or forms providing nedical paynents or incone
repl acenent benefits, except that portion of the docunent or form
that establishes a relationship between group disability insur-
ance and personal protection insurance benefits subject to exclu-
sions or deductibles pursuant to section 3109a, exenpt by order
of the comm ssioner fromthe filing requirenents of this section
and sections 2242 and 3606 are considered approved by the comm s-
si oner for purposes of section 3430.

(9) Every order made by the conmm ssioner under the provi-
sions of this section —shat+—be— IS subject to court review as
provi ded in section 244.

Sec. 2400. (1) —Execept—wthrespeet—toworker—s—conpensa—
tHon—nsurance—the— THE purpose of this chapter is to pronote
the public welfare by regulating insurance rates to the end that
they shall not be excessive, inadequate, or unfairly discrimna-
tory, and to —atthort+ze—ant— regul ate cooperative action anong
insurers in rate-making and —+n—oether— matters within the scope

of the insurance code. Nothing in this chapter is intended (%)

to prohibit or discourage reasonable conpetition. ——er—(2)to

ter —are— ALSO | NCLUDE
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(a) —Fo—proteect— PROTECTI NG policyhol ders and the public
agai nst the adverse effects of excessive, inadequate, or unfairly
di scrimnatory rates.

(b) —Fo—proerete— PROMOTI NG price conpetition anong insurers
—wtRg—worker—s—conpensati-or—+nstrance— SO as t o encourage
rates —whieh— THAT will result in the | owest possible rates con-
sistent with —the— benefits —establHshed—+nthe—worker—s—disabt—
rHty—conpensatton—act—of—1969—~Aet—No—3t+of thePubt+e—Acts—of
1969, —as—anended,—being—sections 4181061+ to0418941tof the
M-ehtgan—Conptted—taws,— and with maintaining the sol vency of

i nsurers.

(c) —Fo—provide— PROVIDI NG regul atory controls and ot her
activity in the absence of conpetition.

(d) —Fo—+rprove— | MPROVING the availability, fairness, and
reliability of —werker—s—eonpensati+on— i nsurance.

(2) ANTI TRUST PROVI SIONS I N THI S CHAPTER ARE NOT EXCLUSI VE
AND OTHER PROVI SI ONS PROVI DED BY LAW MAY APPLY.

(3) This chapter shall be liberally interpreted to carry
into effect the provisions of this section.

Sec. 2406. (1) Except for worker's conpensation insurance,
—evetry— EACH insurer shall file with the conm ssioner every
manual of classification, every manual of rules and rates, every
rating plan, and every nodification of any of the foregoing that
it proposes to use. Every —stueh— filing shall state the proposed
effective date —thereof— OF THE FILING and shall indicate the
character and extent of the coverage contenplated. |If a filing

is not acconpani ed by the information upon which the insurer
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supports the filing, and the conm ssioner does not have
sufficient information to determ ne whether the filing neets the
requi rements of this chapter, the conmm ssioner shall within 10
days of the filing give witten notice to the insurer to furnish

the i nformati on —upen—whiech—++— THAT supports the filing. The

information furnished in support of a filing may include the
experience or judgnment of the insurer —efr—frattngorgantzation
making the filing, its interpretation of any statistical data it
relies upon, the experience of other insurers, —-er—+ating
ofgantzat+oens,— or any other relevant factors. A filing and any
supporting information shall be open to public inspection after
the filing becones effective.

(2) Except for worker's conpensation insurance AND FOR FI L-
| NGS CONCERNI NG RATES, an insurer may satisfy its obligation to
make —steh— filings by becom ng a nmenber of, or a subscriber to,
a licensed rating organi zation that makes —steh— filings, and by
filing with the conmm ssioner a copy of its authorization of the
rating organi zation to make —stueh— filings on its behal f.
Not hi ng contained in this chapter shall be construed as requiring
any insurer to beconme a nenber of or a subscriber to any rating
or gani zat i on.

(3) For worker's conpensation insurance in this state the
insurer shall file with the comm ssioner all rates and rating
systenms. —Everytnstrer—that—+hAstres—worker—s—conrpensatton—in
thts—state—on—the—effectvre—date—ofthis—subseet+on—shatt—FHte
the—rates—not—tater—thanthe—effectivedate—of—this—subseetton—
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(4) Except as provided in subsection (3) and as ot herw se
provided in this subsection, the rates and rating systens for
wor ker' s conpensation insurance shall be filed not later than the
date the rates and rating systens are to be effective. However,
if the insurer providing worker's conpensation insurance is con-
trolled by a nonprofit health care corporation —ferred—pursuant
t6— OPERATI NG UNDER t he nonprofit health care corporation reform
act, —Aet—No—356—06f—thePubHecActs—of—1986—betryg
sect+ons—5561161+to 5561704 of theMechtgan—Conptted—taws— 1980
PA 350, MCL 550. 1101 TO 550.1704, the rates and rating systens
that it proposes to use shall be filed with the conm ssioner not
| ess than 45 days before the effective date of the filing. These
filings shall be considered to neet the requirenents of this
chapter unless and until the conm ssioner disapproves a filing
pursuant to section 2418 or 2420.

(5) Each filing under subsections (3) and (4) shall be
acconpani ed by a certification by the insurer that, to the best
of its information and belief, the filing confornms to the
requi rements of this chapter

(6) AS A CONDI TI ON OF MAI NTAI NI NG | TS CERTI FI CATE OF AUTHOR-
I TY, AN I NSURER SHALL NOT DO ANY OF THE FOLLOW NG

(A) HAVE ANY RATES FILED ON I TS BEHALF I N THI S STATE BY A
RATI NG ORGANI ZATI ON.

(B) SHARE | NFORMATI ON W TH ANY OTHER | NSURER OR RATI NG
ORGANI ZATI ON CONCERNI NG ESTABLI SHI NG RATES OR RATI NG SYSTEMS.
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(C AGREE W TH ANY OTHER | NSURER OR RATI NG ORGANI ZATI ON TO
ADHERE TO OR USE ANY RATE, RATI NG PLAN, RATI NG SCHEDULE, RATI NG
RULE, OR UNDERWRI TI NG RULE I N TH S STATE.

(D) MAKE AVAI LABLE TO ANY OTHER | NSURER OR RATI NG ORGANI ZA-
TI ON | NFORVATI ON ON ACTUARI AL PRQJECTI ONS, TRENDI NG FACTORS
PRCOFI TS, OR EXPENSES EXCEPT LOSS ADJUSTMENT EXPENSES.

Sec. 2430. (1) Inlieu of the filing requirenents of this
chapter and as an alternative nethod of filing, —afy— AN insurer
—or—t+attng—organtzat+on— may file with the comm ssioner —any— A
manual of classification, rules, or rates, any rating plan and
every nodification of any of the foregoing —whteh— THAT it pro-
poses to use, the filing to indicate the character and extent of
the coverage contenplated. |IN LIEU OF THE FI LI NG REQUI REMENTS OF
THI S CHAPTER AND AS AN ALTERNATI VE METHOD OF FI LI NG A RATI NG
ORGANI ZATI ON MAY FILE WTH THE COWM SSI ONER FOR AN | NSURER A
MANUAL OF CLASSI FI CATI ON, RULES, AND EVERY MODI FI CATI ON OF ANY OF
THE FOREGO NG, THE FI LI NG TO | NDI CATE THE CHARACTER AND EXTENT OF
THE COVERAGE CONTEMPLATED. Every —steh— filing under this section
shal |l state the effective date —thereof— OF THE FI LI NG shal
take effect on —sate¢— THAT date, shall not be subject to any
wai ting period requirenents, and shall be —deered— CONSI DERED to
nmeet the requirements of section 2403(1)(d). —(rate—standards)—
A filing and any supporting information shall be open to public
inspection, if the filing is not disapproved.

(2) At any tine within —35— 30 days fromand after the date
of —any—stueh— A filing UNDER SUBSECTI ON (1), the conm ssioner may

give witten notice to the insurer —er—+atihgorgantzat+on
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maki ng —steh— THE filing, specifying in what respect and to what
extent he OR SHE contends —steh— THE filing fails to conply with
the requirenents of section 2403(1)(d) and fixing a date for
hearing not |ess than 10 days fromthe date of THE nmailing of
—steh— THE notice. At —steh— THE hearing, the factors specified
in section 2406(1) shall be considered. |f the comm ssioner
after hearing finds that the filing does not conply with the pro-
visions of this chapter, he OR SHE may i ssue —h+s— AN order
det er mi ni ng —wherern— WHERE and to what extent —steh— THE filing
i s —deerred—to—be— inproper and fixing a date, —thereafter—
Wi thin a reasonable time, after which —sweh— THE filing shall no
| onger be effective. —Any— AN order of disapproval under this
section nust be entered within 30 days of the date of the filing
af f ect ed.

(3) —+nthe—event—that—nmo— |F A notice of hearing —shatt—be
'S NOT issued within 15 days fromthe date of —any—steh— A filing
UNDER SUBSECTION (1), the filing shall be —deered— CONSI DERED t o
be approved. |If —stweh— THE filing —shatH—be— | S di sapproved, the
i nsuring provisions of —afy— A contract or policy issued prior to
the time the order becones effective shall not be affected. But
if the conm ssioner disapproves —steh— THE filing as not being in
conpliance with section 2403(1)(d), —(rate—standards)— he OR SHE
may order an adjustnent of the premumto be made with the poli -
cyhol der either by refund or collection of additional premum if
t he anmount is substantial and equals or exceeds the cost of
meki ng the adjustnent. The conmm ssioner may thereafter review

any such filing in the manner provided in sections 2418 and 2420,
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but if so reviewed, no adjustnment of prem um may be order ed.

: Y I et . : om)-

4y ¢ . e . i o

oo} I g 4 ) —sha—
SECTI ONS 2406(2), 2408(1), AND 2412 ARE applicable to filings
made under this section.

Sec. 2436. (1) A corporation, an association, a partner-
ship, or an individual, whether |ocated within or outside this
state, may —fmeke—apptecat+on—te— APPLY W TH t he comm ssi oner for
a license as a rating organi zation to make —fates—ant— i nsurance
contract fornms for the kinds of insurance or subdivisions there-
of , except for worker's conpensation insurance, as are specified
inits application and shall file with the application all of the
fol | owi ng:

(a) A copy of its constitution, its articles of agreement or
association, or its certificate of incorporation, and of its
byl aws and rul es governing the conduct of its business.

(b) Alist of its menbers and subscri bers.

(c) The nane and address of a resident of this state upon
whom noti ces or orders of the conm ssioner or process affecting
the rating organi zati on may be served.

(d) A statenent of its qualifications as a rating
or gani zat i on.

(2) If the conmm ssioner finds that the applicant is conpe-
tent, trustworthy, and otherwi se qualified to act as a rating
organi zation and that its constitution, articles of agreenent or

associ ation, or certificate of incorporation, and its bylaws and
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rul es governing the conduct of its business conformto the
requi rements of law, he or she shall issue a |icense specifying
t he ki nds of insurance or subdivisions thereof for which the
applicant is authorized to act as a rating organi zation. Every
application shall be granted or denied in whole or in part by the
commi ssioner within 60 days of the date of its filing with the
commi ssi oner.

(3) The fee for the license shall be $25.00 which shall be
inlieu of all other fees, licenses, or taxes inposed by the
state or any political subdivision of the state.

(4) Licenses issued pursuant to this section shall remain in
force for 3 years fromdate of issuance unl ess suspended or
revoked by the comm ssioner, after hearing upon notice, pursuant
to section 2478, —+nAthe—event— |F the rating organi zati on ceases
to neet the requirenments of this section.

(5) Every rating organization shall notify the conm ssioner
pronmptly of every change in any of the follow ng:

(a) Its constitution, its articles of agreement or associ a-
tion, or its certificate of incorporation, and its bylaws and
rul es governing the conduct of its business.

(b) Its list of menmbers and subscri bers.

(c) The nane and address of the resident of this state des-
ignated by it upon whom notices or orders of the conm ssioner or
process affecting the rating organi zati on nmay be served.

Sec. 2438. (1) Subject to REASONABLE rul es and regul ations
—whi-ch—have—been— approved by the comm ssioner, —as—+easonable

each rating organi zation shall permt —afy— AN insurer, not a
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menber, to be a subscriber to its rating services for any kind of
i nsurance or subdivision —thereef— OF | NSURANCE for which it is
authorized to act as a rating organization. Notice of proposed
changes in —stueh— THE rul es and regul ati ons shall be given to
subscribers. Each rating organization shall furnish its —fating
services without discrimnation to its nenbers and subscri bers.

(2) The reasonabl eness of any rule or regulation inits
application to subscribers, or the refusal of any rating organi-
zation to admit an insurer as a subscriber, —shatH— at the
request of —any— A subscriber or —any—stueh— insurer, SHALL be
reviewed by the comm ssioner at a hearing held upon at |east 10
days' witten notice to —steh— THE rating organi zation and to
—steh— THE subscriber or insurer. |If the conm ssioner finds that
—steh— THE rule or regulation is unreasonable in its application
to subscribers, he OR SHE shall order that —sueh— THE rule or
regul ati on —shatHH— IS not —be— applicable to subscribers.

(3) If the rating organization fails to grant or reject an
insurer's application for subscribership within 30 days after it
was made, the insurer may request a review by the comm ssioner as
if the application had been rejected. |If the conmm ssioner finds
that the insurer has been refused adnmttance to the rating organ-
i zation as a subscriber without justification, —he— THE
COW SSI ONER shal | order the rating organization to admt the
insurer as a subscriber. |f —ke— THE COW SSI ONER finds that the
action of the rating organization was justified, —he— THE

COWM SSI ONER shal | make an order affirming its action.
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Sec. 2458. —Every+atingorgantzattoen—and—every— EACH
i nsurer, —whireh—rrakes—+ts—ownr—+ates—shat-t— within a reasonable
time after receiving witten request therefor and upon paynent of
—steh— A reasonabl e charge as it may make, SHALL furnish to —afy
AN insured affected by a rate nade by it, or to the INSURED S
aut hori zed representative, —of—the—+nsuret— all pertinent infor-
mation as to the rate. —FEveryt+atingorgantzatton—antd—every
EACH i nsurer —whteh—fekes—+ts—owr—rates— shall provide within
this state reasonabl e neans —whereby—any— FOR A person aggrieved
by the application of —+ts— THE INSURER S rating system —way— TO
be heard, in person or by his or her authorized representative,
on his or her witten request to review the manner in which the
rati ng system has been applied in connection with the insurance
afforded to himor her. |f the —fatingorgantzation—or— insurer
fails to grant or reject the request within 30 days after it is
made, the applicant may proceed in the same manner as if his or
her application had been rejected. —Any— A party affected by the
action of the —fatingoergantzation—or— insurer on SUCH A request
may APPEAL, within 30 days after witten notice of the action,
—appeat— to the conm ssioner, who, after a hearing held upon not
| ess than 10 days' witten notice to the appellant and to the
—fattrg—organtzat+on—ofr— insurer, may affirmor reverse the
action. A person who requests a hearing before the conm ssioner
pursuant to this section nmay be represented at the hearing by an
attorney. A person, other than an individual, that requests a
heari ng before the conm ssioner pursuant to this section may al so

be represented by an officer or enployee of that person. An
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i ndi vi dual who requests a hearing before the conm ssi oner
pursuant to this section may al so be represented by a rel ative of
t he i ndi vidual .
Sec. 2462. (1) Every group, association, or other organiza-

tion of insurers, whether located within or outside this state,

whi ch assi sts insurers —whieh—ake—thetr—ewn—+Hngs—or—+ating
organtzatt+ons— in rate making, by the collection and furnishing

of |l oss or expense statistics, —or—bythe—submsston—of
recormendat+ons,— but which does not make filings under this

chapter, shall be known as an advi sory organization.

(2) Every advisory organization shall file wth the conmm s-
sioner ALL OF THE FOLLOW NG

(a) A copy of its constitution, its articles of agreenment or
association or its certificate of incorporation and of its
byl aws, rules, and regul ations governing its activities. —

(b) Alist of its nenbers. —

(c) The nane and address of a resident of this state upon
whom noti ces or orders of the conm ssioner or process issued at
his direction may be served. ——and

(d) An agreenent that the conm ssioner nmay exam ne —stth
THE advi sory organi zation in accordance with the provisions of
section 2468.

(3) If, after a hearing, the comm ssioner finds that the
furni shing of —steh— information or assistance involves any act
or practice —whteh— THAT is unfair or unreasonable or otherw se
i nconsi stent with the provisions of this chapter, he OR SHE may

issue a witten order specifying in what respects —steh— THE act
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or practice is unfair or unreasonable or otherw se inconsistent
with the provisions of this chapter, and requiring the discon-

ti nuance of —stueh— THE act or practice.

(4) —Ne— AN insurer —whitch—rakes—+ts—owr—HHngs—Hor—any
rat+ng—organtzatt+oen— shall NOT support its filings by statistics

—or—adopt—rate—fraking—r+ecorrendat+ons,— furnished to it by an
advi sory organi zati on —whteh— THAT has not conplied with this

section or with an order of the conmm ssioner involving —steh— THE
statistics —or—reconmrendattons— i ssued under subsection (3). -—-ef
thirs——seet+on— |If the comm ssioner finds —steh— THE i nsurer —of
rat+ng—organtzatt+oen— to be in violation of this subsection he OR
SHE may issue an order requiring the discontinuance of —stueh— THE
vi ol ati on.

Sec. 2472. (1) The conmi ssioner shall pronul gate reasonabl e
rules and statistical plans, reasonably adapted to each of the
rating systens on file with him OR HER, which may be nodified
fromtinme to time and which shall be used thereafter to the
extent applicable to its particular rating systemor systens, by
each insurer in the recording and reporting of its | oss and coun-
tryw de expense experience, in order that the experience of al
insurers may be made available at |east annually in —steh— A form
and detail as may be necessary to aid —ht+m THE COVWM SSI ONER i n
determ ni ng whether rating systens conply with the standards set
forth in section 2403. —Sueh— THE rules and plans may al so pro-
vide for the recording and reporting of expense experience itens
—whieh— THAT are specially applicable to this state and are not

suscepti ble of determ nation by a prorating of countryw de
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expense experience. In promulgating —steh— rules and pl ans, the
commi ssi oner shall give due consideration to the rating systens
on file with himOR HER and, in order that —stweh— THE rul es and
pl ans may be as uniformas is practicable anong the several
states, to the rules and to the formof the plans used for —steh
rating systenms in other states. —No— AN insurer shall NOT be
required to record or report its |oss experience on a classifica-
tion basis that is inconsistent with the rating systemfiled by
it. -—ane—ne— AN insurer shall NOT be required to record or
report its | oss or expense experience on any basis or statistical
plan that differs fromthat which is regularly enployed and nai n-
tained in the usual course of —sueh— THE insurer's business, or
to any rating organization or agency of which it is not a menber
or subscriber. The conm ssioner may designate 1 or nore rating
organi zations or other agencies to assist himOR HER i n gathering
such experience and maki ng conpil ati ons thereof, and —steh— THE
conpi l ati ons shall be nmade avail abl e, subject to reasonable rules
pronmul gated by the conm ssioner, to insurers and rating
or gani zati ons.

(2) Reasonable rules and plans may be pronul gated by the
comm ssioner for the interchange of data necessary for the appli-
cation of rating plans.

(3) In order to further uniformadmnistration of rate regu-

latory | aws, the conm ssioner and —ewvery— EACH i nsurer —and

rat+ng—organtzatten— may exchange informati on and experience data
W th insurance supervisory officials ——t+nstrers—and—+ating
organtzatt+ons— in other states and may consult with themw th
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respect to —+ate—+aking—antd— the application of rating systens.
I N ADDI TI ON, EACH | NSURER AND EACH RATI NG ORGANI ZATI ON MAY
EXCHANGE HI STORI CAL LOSS DATA.

Sec. 2600. (1) The purpose of this chapter is to pronote
the public welfare by regulating insurance rates to the end that
they shall not be excessive, inadequate, or unfairly discrimna-
tory, and to —authoertze—antd— regul ate cooperati ve acti on anong
insurers in rate making and in other matters within the scope of

the insurance code. Nothing in this chapter is intended 4H— to
prohi bit or discourage reasonable conpetition. —et+—(2)—topro—

(2) Conformity with this chapter shall not be —deered—to—be

CONSI DERED a viol ation of section 2075. —feonpacts—torestrath

cofpett+ton—prohtbited)— ANTI TRUST PROVI SI ONS ARE NOT EXCLUSI VE
AND OTHER PROVI SI ONS PROVI DED BY LAW MAY APPLY.

(3) This chapter shall be liberally interpreted to carry
into effect the provisions of this section.

Sec. 2606. (1) —Every— EACH insurer shall file with the
commi ssi oner, except as to inland marine risks which by general
custom of the business are not witten according to manual rates
or rating plans, every manual, mninmum class rate, rating sched-
ule or rating plan, and every other rating rule, and every nodi -
fication of any of the foregoing —whiteh— THAT it proposes to
use. Every —sueh— filing shall state the proposed effective date
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—thereof— OF THE FILING and shall indicate the character and
extent of the coverage contenpl at ed.

(2) WWen— IF a filing is not acconpani ed by the information
upon which the insurer supports —stweh— THE filing, and the com
m ssi oner does not have sufficient information to determ ne
whet her —steh— THE filing nmeets the requirenents of this chapter
—+he— THE COWM SSI ONER shal | require —stweh— THE i nsurer to furnish
the information upon which it supports —stweh— THE filing and —+#
steh—event— the waiting period shall comence as of the date
—steh— THE information is furnished. The information furnished
in support of a filing may include —({&a— the experience or judg-
ment of the insurer —er—+at+hg—organtzat+on— making the filing,
—b)— its interpretation of any statistical data it relies upon,
—€)— the experience of other insurers, —o+—fratifg
organtzatt+oens;— or —{e&)y— any other rel evant factors.

(3) Afiling and any supporting information shall be open to

public inspection after the filing beconmes effective.

f DTN I . oy e 1
. . : on—shaH—be—f-Hed—w-th—t

CORT-SStHoner—

(4) —{5)—Anr— EXCEPT FOR FI LI NGS CONCERNI NG RATES, AN i nsurer
may satisfy its obligation to make —stueh— filings by becom ng a
menber of, or a subscriber to, a |licensed rating organi zation
—whteh— THAT makes —sueh— filings, and by filing with the conm s-
sioner a copy of its authorization of the rating organization to

make —steh— filings on its behalf. Nothing contained in this
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chapter shall be construed as requiring any insurer to becone a
menber of or a subscriber to any rating organization.

(5) AS A CONDI TI ON OF MAI NTAI NI NG | TS CERTI FI CATE OF AUTHOR-
| TY, AN I NSURER SHALL NOT DO ANY OF THE FOLLOW NG

(A) HAVE ANY RATES FILED ON I TS BEHALF I N THI S STATE BY A
RATI NG ORGANI ZATI ON.

(B) SHARE | NFORMATI ON W TH ANY OTHER | NSURER OR RATI NG
ORGANI ZATI ON CONCERNI NG ESTABLI SHI NG RATES OR RATI NG SYSTEMS.

(C AGREE W TH ANY OTHER | NSURER OR RATI NG ORGANI ZATI ON TO
ADHERE TO OR USE ANY RATE, RATI NG PLAN, RATI NG SCHEDULE, RATI NG
RULE, OR UNDERWRI TI NG RULE I N TH S STATE.

(D) MAKE AVAI LABLE TO ANY OTHER | NSURER OR RATI NG ORGANI ZA-
TI ON | NFORVATI ON ON ACTUARI AL PRQJECTI ONS, TRENDI NG FACTORS
PRCOFI TS, OR EXPENSES EXCEPT LOSS ADJUSTMENT EXPENSES.

Sec. 2608. (1) The conm ssioner shall review filings as
soon as reasonably possible after they have been nmade in order to
det erm ne whet her they neet the requirenents of this chapter.

(2) —Subjeet—tothe—exceptron—spected+n—subseetion—{3)——of
thts—seett+or,—each— EACH filing shall be on file for a waiting
period of 15 days before it beconmes effective, which period may
be extended by the comm ssioner for an additional period not to
exceed 15 days if —he— THE COVM SSI ONER gives witten notice
W thin —steh— THE waiting period to the insurer or rating organi-
zati on —whteh— THAT made the filing that he OR SHE needs such
additional tinme for the consideration of —stweh— THE filing. Upon
witten application by —steh— THE insurer or rating organization,

the conm ssioner may authorize a filing —whteh— THAT he OR SHE
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has reviewed to becone effective before the expiration of the
wai ting period or any extension —thereef— OF THE WAI TI NG PERI OD.
A filing shall be —deered— CONSIDERED to neet the requirenents of
this chapter unless di sapproved by the comm ssioner within the

wai ting period or any extension —thereef— OF THE WAI TI NG PERI OD.

Sec. 2616. (14— If within the waiting period or any exten-
si on —thereof— OF THE WAI TING PERI OD as provided in section
2608(2), the comm ssioner finds that a filing does not neet the
requi renents of this chapter, he OR SHE shall send to the insurer
or rating organi zati on —whieh— THAT nade —steh— THE filing —
written notice of disapproval of —suweh— THE filing specifying
—theretr—t+a—what—respeets—he—FHnds—sueh— HONVTHE filing fails to
nmeet the requirements of this chapter and stating that —sueh— THE

filing shall not becone effective.
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Sec. 2628. (1) Inlieu of the filing requirements of this
chapter and as an alternative nmethod of filing, —any— AN insurer
—or—fat+ng—organtzat+on— may file with the comm ssioner —any— A
manual of classification, rules, or rates, any rating plan and
every nodification of any of the foregoi ng —whieh— THAT it pro-
poses to use, the filing to indicate the character and extent of
the coverage contenplated. |IN LIEU OF THE FI LI NG REQUI REMENTS OF
THI S CHAPTER AND AS AN ALTERNATI VE METHOD OF FI LI NG A RATING
ORGANI ZATI ON MAY FI LE WTH THE COMM SSI ONER FOR AN | NSURER A
MANUAL OF CLASSI FI CATI ON, RULES, AND EVERY MODI FI CATI ON OF ANY OF
THE FOREGO NG, THE FI LI NG TO | NDI CATE THE CHARACTER AND EXTENT OF
THE COVERAGE CONTEMPLATED. Every —steh— filing under this section
shall state the effective date —thereof— OF THE FI LI NG shal
t ake effect on —sat+d— THAT date, shall not be subject to any
wai ting period requirenments, and shall be —deeret— CONSI DERED to

nmeet the requirements of —subtiviston—(e)—of—subsect+on—(1)—of
sect+on—2603—(rate—standards)— SECTI ON 2603(1) (D). A filing and

any supporting information shall be open to public inspection, if
the filing is not disapproved.

(2) At any tinme within 15 days fromand after the date of
—any—steh— A filing UNDER SUBSECTI ON (1), the comm ssioner nmay

give witten notice to the insurer —er—+atingorgantzation
maki ng —steh— THE filing, specifying in what respect and to what
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extent he OR SHE contends —steh— THE filing fails to conply with
t he requirements of —stubdgiviston—{d)y—of—subseeton{1)—of——sectton
2663— SECTI ON 2603(1) (D) and fixing a date for hearing not |ess
than 10 days fromthe date of THE mailing of —steh— THE noti ce.
At —steh— THE hearing, the factors specified in —stubseet+on—{(2)
of—seect+on—2606— SECTI ON 2606(2) shall be considered. |If the
conmm ssioner after hearing finds that the filing does not conply
wWith the provisions of this chapter, he OR SHE may issue —h+s— AN
order determ ni ng —wheretrn— WHERE and to what extent —steh— THE
filing is —deered—to—be— inproper and fixing a date,
—thereafters— within a reasonable tine, after which —steh— THE
filing shall no |longer be effective. —Ary— AN order of disap-
proval under this section nust be entered within 30 days of the
date of the filing affected.

(3) —+nthe—event—that—nmno— |F A notice of hearing —shatt—be
'S NOT issued within 15 days fromthe date of —any—steh— A filing
UNDER SUBSECTION (1), the filing shall be —deered— CONSI DERED t o
be approved. |If —stweh— THE filing —shatH—be— | S di sapproved, the
i nsuring provisions of —afy— A contract or policy issued prior to
the time the order becones effective shall not be affected. But

if the conm ssioner disapproves —steh— THE filing as not being in

conpl i ance wi t h —stubdgiviston—{(d)y—of—subseet+on—{(1)—of——sectton
26063 rate—standards)— SECTI ON 2603(1) (D), he OR SHE may order an

adj ustnment of the premumto be made with the policyhol der either
by refund or collection of additional premum if the amount is
substantial and equals or exceeds the cost of making the

adj ustnment. The conmm ssioner may thereafter review any such
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filing in the manner provided in sections 2618 and 2620, but if

so reviewed, no adjustnent of prem um nmay be ordered.

I . 5y of . TN I ot .

. o) I . 4y of . f . herd

. o o Hot-e)- I .
must—adhere—to—fit+ng)y—shat-—be— SECTI ONS 2606(4), 2608(1), AND
2612 ARE applicable to filings made under this section.

Sec. 2630. (1) A corporation, an unincorporated associ a-
tion, a partnership, or an individual, whether |ocated within or
outside this state, may —feke—appt+eation—to— APPLY WTH the com
m ssioner for license as a rating organi zation to nmake —+ates
afe— i nsurance contract forns for —sueh— THE ki nds of insurance,
or subdivision or class of risk or a part or conbination thereof
as are specified in its application and shall file —therewth
W TH THE APPLI CATI ON ALL OF THE FOLLOW NG

(a) A copy of its constitution, its articles of agreement or
association or its certificate of incorporation, and —ef— its
byl aws and rul es governing the conduct of its business.

(b) Alist of its nmenbers and subscri bers.

(c) The nane and address of a resident of this state upon
whom noti ces or orders of the conm ssioner or process affecting
—steh— THE rating organi zati on may be served.

(d) A statenment of its qualifications as a rating
or gani zat i on.

(2) If the comm ssioner finds that the applicant is conpe-
tent, trustworthy, and otherwi se qualified to act as a rating

organi zation and that its constitution, articles of agreenent or
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associ ation, or certificate of incorporation, and its byl aws and
rul es governing the conduct of its business conformto the
requi renments of Iaw, he OR SHE shall issue a |license specifying
the kinds of insurance, or subdivision or class of risk or part
or conbination thereof for which the applicant is authorized to
act as a rating organization. Every —such—apptiecation— APPLI CANT
shall be granted or denied in whole or in part by the conm s-
sioner wwthin 60 days of the date of its filing with —A+m THE
COW SSI ONER

(3) Licenses issued pursuant to this section shall remain in
effect for 3 years unless sooner suspended or revoked by the
conmmi ssi oner.

(4) The fee for —the— A |license —shat—be— UNDER TH S SEC-
TION | S $25. 00.

(5) —t+eenses— A LICENSE issued pursuant to this section may
be suspended or revoked by the conm ssioner, after hearing upon
notice, —+nA—the—event— |IF the rating organi zati on ceases to neet
the requirenents of this section.

(6) Every rating organization shall notify the conm ssioner
pronptly of every change in ANY OF THE FOLLOW NG

(a) —+ts— ITS constitution, its articles of agreenent or
association, or its certificate of incorporation, and its byl aws
and rul es governing the conduct of its business. —

(b) —+ts— ITS |ist of nmenbers and subscribers. —and

(c) —the— THE name and address of the resident of this state

designated by it upon whom notices or orders of the conm ssioner
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or process affecting —sweh— THE rating organi zation may be
served.

Sec. 2636. (1) Subject to REASONABLE rul es and regul ati ons
—whteh—have—beer— approved by the conm ssioner, —as—reasorable-
each rating organi zation shall permt —afy— AN insurer, not a
menber, to be a subscriber to its rating services for any kind of
i nsurance, subdivision, or class of risk or a part or conbination
thereof for which it is authorized to act as a rating
organi zation. Notice of proposed changes in —steh— THE rul es and
regul ati ons shall be given to subscribers. Each rating organiza-
tion shall furnish its —fating— services w thout discrimnation
to its nenbers and subscri bers.

(2) The reasonabl eness of any rule or regulation in its
application to subscribers, or the refusal of any rating organi-
zation to admt an insurer as a subscriber, —shaH-— at the
request of —any— A subscriber or —any—steh— insurer, SHALL be
reviewed by the conmi ssioner at a hearing held upon at |east 10
days' written notice to —steh— THE rating organi zation and to
—steh— THE subscriber or insurer. |f the comm ssioner finds that
—steh— THE rule or regulation is unreasonable in its application
to subscribers, he OR SHE shall order that —steh— THE rule or
regul ati on —shakHH— IS not —be— applicable to subscribers.

(3) If the rating organization fails to grant or reject an
insurer's application for subscribership wwthin 30 days after it
was nmade, the insurer may request a review by the comm ssioner as
if the application had been rejected. |If the conmm ssioner finds

that the insurer has been refused admttance to the rating
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organi zation as a subscriber wthout justification, —he— THE
COWM SSI ONER shal | order the rating organization to adnmt the
insurer as a subscriber. |f —ke— THE COW SSI ONER finds that the
action of the rating organization was justified, —he— THE
COWM SSI ONER shal | make an order affirmng its action.

Sec. 2652. —Everyratingorgantzati-on—and—everytnstrer
whieh—rekes—+ts—owir—+ates—shatt— EACH | NSURER, within a reason-
able time after receiving witten request therefor and upon pay-
ment of —sueh— A reasonable charge as it may nmake, SHALL furnish
to —any— AN insured affected by a rate nade by it, or to the
| NSURED' S aut hori zed representative, —-ef—sueh—+nsured,— all per-

tinent information as to —stweh— THE rate. —Every+at+ngorgan—

zatt+or—ant—every—insurer—which—rakes—+ts—owr—+ates— EACH | NSURER
shall provide within this state reasonabl e neans —whereby—any

FOR A person aggrieved by the application of +ts— THE | NSURER S
rati ng system —+way— TO be heard, in person or by his OR HER

aut hori zed representative, on his OR HER witten request to
review the manner in which —steh— THE rating system has been
applied in connection with the insurance afforded himOR HER |If
t he —ratingorgantzat+on—or— insurer fails to grant or reject
—steh— THE request within 30 days after it is nmade, the applicant
may proceed in the same manner as if his OR HER application had
been rejected. —Anry— A party affected by the action of —stech
rat+ng—organtzattofr—or—sueh— AN i nsurer on such A request may
APPEAL, within 30 days after witten notice of —sueh— THE acti on,
—appeat— to the comm ssioner, who, after a hearing held upon not

| ess than 10 days' witten notice to the appellant and to —stth
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rattng—organtzatten—of— THE insurer, may affirmor reverse —steh
THE acti on.
Sec. 2654. (1) Every group, association, or other organiza-

tion of insurers, whether |located within or outside this state,

—whteh— THAT assi sts insurers —whiech—+ake—thetrr—own—+Hngs—or
ratt+ng—organtzattens— in rate nmaking, by the collection and fur-

ni shing of |oss or expense statistics, —or—bythe—submsston—of
recofrrendattons,— but which does not make filings under this

chapter, shall be known as an advi sory organization.

(2) Every advisory organization shall file with the
conmmi ssi oner:

(a) A copy of its constitution, its articles of agreement or
association or its certificate of incorporation, and —ef— its
byl aws, rules, and regul ations governing its activities. —

(b) Alist of its nenbers. —

(c) The nane and address of a resident of this state upon
whom noti ces or orders of the conm ssioner or process issued at
his OR HER direction may be served. ——and

(d) An agreenent that the conm ssioner nmay exam ne —stth
THE advi sory organi zation in accordance with the provisions of
section 2662.

(3) If, after a hearing, the comm ssioner finds that the
furni shing of —steh— information or assistance involves any act
or practice —whtreh— THAT is unfair or unreasonable or otherw se
i nconsi stent with the provisions of this chapter, he OR SHE may
issue a witten order specifying in what respects —steh— THE act

or practice is unfair or unreasonable or otherw se inconsistent
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with the provisions of this chapter, and requiring the

di sconti nuance of —steh— THE act or practice.

(4) —Ne— AN insurer —whithfakes—+ts—ownr—F+Hngs—THhor—any
ratt+ng—organtzatt+oen— shall NOT support its filings by statistics

—or—atdopt—rate—raking—recormendat+ons,— furnished to it by an
advi sory organi zati on —whieh— THAT has not conplied with this

section or with an order of the conmm ssioner involving —steh— THE
statistics —or—+econmendat+ons— i ssued under subsection (3). -—of
thtrs——seet+on— |If the comm ssioner finds —steh— THE i nsurer —of
rat+ng—organtzatt+en— to be in violation of this subsection, he OR
SHE may issue an order requiring the discontinuance of —stueh— THE
viol ati on.

Sec. 2664. (1) The conmi ssioner shall pronul gate reasonabl e
rules and statistical plans, reasonably adapted to each of the
rating systens on file with him OR HER, which nmay be nodified
fromtinme to tinme and which shall be used thereafter by each
insurer in the recording and reporting of its |loss and country-

w de expense experience, in order that the experience of al
insurers may be nmade avail able at |east annually in such form and
detail as may be necessary to aid —htrm THE COVM SSI ONER i n

det erm ni ng whether rating systenms conply with the standards set
forth in section 2603. —Suweh— THE rul es and plans may al so pro-
vide for the recording and reporting of expense experience itens
—whteh— THAT are specially applicable to this state and are not
suscepti ble of determ nation by a prorating of countryw de
expense experience. In promulgating —steh— rules and pl ans, the

conmm ssi oner shall give due consideration to the rating systens
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on file with himOR HER and, in order that —steh— THE rul es and
pl ans may be as uniformas is practicable anong the several
states, to the rules and to the formof the plans used for —stth
rating systens in other states. —Ne— AN insurer shall NOT be
required to record or report its |oss experience on a classifica-
tion basis that is inconsistent with the rating systemfiled by
it. The conm ssioner may designate 1 or nore rating organi za-
tions or other agencies to assist himOR HER in gathering such
experi ence and nmaki ng conpil ations thereof, and —stueh— THE conpi -
| ations shall be nmade avail abl e, subject to reasonable rules
pronul gated by the conm ssioner, to insurers and rating
or gani zati ons.

(2) Reasonable rules and plans may be promul gated by the
comm ssioner for the interchange of data necessary for the appli-
cation of rating plans.

(3) In order to further uniformadmnistration of rate regu-

latory | aws, the comm ssioner and —every— EACH i nsurer —and

rattAg—organtzatt+en— may exchange informati on and experience data
W th insurance supervisory officials ———+nstrers—antd—+ating
organtzatt+ons— in other states and may consult with themw th
respect to —rate—+aking—antd— the application of rating systens.

I N ADDI TI ON, EACH | NSURER AND EACH RATI NG ORGANI ZATI ON MAY
EXCHANGE HI STORI CAL LOSS DATA.

Sec. 2930. —(1h—TFhepremumior—bastepropertyt+nstrance—of
ot I o hal—t I I : o el

. s hed—t I reinal . . . :

o Ceal i " I » I
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approvetd—bythe—commsstoner—2)— The pool shall establish
rates for any basic property insurance. —whieh—+s—wthout—rates

ehapter— The pool shall file with the conm ssioner for his or
her approval each rate and each policy formto be issued by it.
The pool, acting as agent for participating nenbers, shall file
policy fornms for basic property insurance to be issued by partic-
i pating menbers under the provisions of this chapter. Rates and
policy forns shall be filed in accordance with such provisions of
this chapter as the conm ssi oner designates.

Sec. 3020. (1) A policy of casualty insurance, except
wor ker's conpensati on and nortgage guaranty insurance, including
all classes of notor vehicle coverage, shall not be issued or
delivered in this state by an insurer authorized to do busi ness
inthis state for which a premi um or advance assessnent is
charged, unless the policy contains the follow ng provisions:

(a) That the policy may be canceled at any tine at the
request of the insured, in which case the insurer shall refund
the excess of paid prem um or assessnent above the pro rata rates
for the expired time, except as otherw se provided in subsections
(2), (3), and (4).

(b) That the policy may be canceled at any tinme by the
insurer by mailing to the insured at the insured s address |ast
known to the insurer or an authorized agent of the insurer, with

postage fully prepaid, a not |less than 10 days' witten notice of
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cancel lation with or without tender of the excess of paid prem um
or assessnment above the pro rata premumfor the expired tinme.

(c) That the m ni mum earned prem um on any policy cancel ed
pursuant to this subsection, other than autonobile insurance as
defined in section 2102(2)(a) and (b), shall not be |ess than the
pro rata premiumfor the expired tinme or $25.00, whichever is
greater.

(2) Aninsurer may file a rule with the conm ssi oner provid-
ing for a mnimumretention of prem umfor autonobile insurance
as defined in section 2102(2)(a) and (b). The rule shal
descri be the circunstances under which the retention is applied
and shall set forth the anmount to be retained, which is subject
to the approval of the comm ssioner. The rule shall include, but
need not be limted to, the follow ng provisions:

(a) That a mninmumretention shall be applied only when the
anmount exceeds the anmount that would have been retained had the
policy been canceled on a pro rata basis.

(b) That a minimumretention does not apply to renewal
pol i ci es.

(c) That a mninmumretenti on does not apply when a policy is
cancel ed for the foll ow ng reasons:

(i) The insured is no longer required to maintain security
pursuant to section 3101(1).

(ii1) The insured has replaced the autonobile insurance
policy being canceled with an autonobile insurance policy from
anot her insurer and provides proof of the replacenent coverage to

t he canceling insurer.
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(3) Notwithstandi ng subsection (1), an insurer nmay issue a
noncancel abl e, nonrefundabl e, 6-nonth prepaid autonobile insur-
ance policy in order for an insured to neet the registration
requi rements of section 227a of the M chigan vehicle code, 1949
PA 300, MCL 257.227a.

(4) An insurer may provide for a short rate prem um for
i nsurance on a notorcycle, watercraft, off-road vehicle, or
snownobile. As used in this subsection:

(a) "Modtorcycle" neans that termas defined in section
3101.

(b) "Of-road vehicle" means an ORV as defined in section
81101 of the natural resources and environnmental protection act,
1994 PA 451, MCL 324.81101.

(c) "Snowmrpbile" neans that termas defined in section 82101
of the natural resources and environnental protection act, 1994
PA 451, MCL 324.82101.

(d) "Watercraft” neans that termas defined in section 80301
of the natural resources and environnental protection act, 1994
PA 451, MCL 324.80301.

(5) Cancellation SHALL NOT BE EFFECTI VE UNTIL AFTER THE
NOTI CE as prescribed in this section —+s— HAS EXPI RED, AND THE
CANCELLATI ON SHALL BE wi t hout prejudice to any claimoriginating
before the cancellation. The mailing of notice is prim facie
proof of notice. Delivery of witten notice is equivalent to
mai | i ng.

(6) A notice of cancellation, including a cancellation

noti ce under section 3224, shall be acconpanied by a statenent
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that the insured shall not operate or permt the operation of the
vehicle to which notice of cancellation is applicable, or operate
any other vehicle, unless the vehicle is insured as required by
I aw.

(7) An insurer who wishes to provide for a short rate pre-
m um under subsection (4) shall file with the conmm ssioner pursu-
ant to chapter 24 or 26 a rule establishing a short rate
premum The rule shall describe the circunstances under which
the short rate is applied and shall set forth the amount or per-
centage to be retained.

SEC. 3105A. AN I NSURER LI ABLE TO PAY PERSONAL PROTECTI ON
| NSURANCE BENEFI TS UNDER THI S CHAPTER HAS A DUTY TO DEAL FAIRLY
AND | N GOOD FAI TH WTH I TS | NSURED, ANY PERSON ENTI TLED TO
RECEI VE PERSONAL PROTECTI ON | NSURANCE BENEFI TS UNDER A POLI CY
| SSUED TO I TS | NSURED, OR ANY PERSON ENTI TLED TO RECElI VE PERSONAL
PROTECTI ON | NSURANCE BENEFI TS FROM THE | NSURER UNDER THE PROVI -
SIONS OF TH S CHAPTER. THE DUTY | MPOSED BY THI S SECTION | S
DEEMED TO | NVOLVE MATTERS OF MENTAL CONCERN AND SOLI CI TUDE. A
BREACH OF THE DUTY TO DEAL FAIRLY AND I N GOOD FAI TH SUBJECTS THE
| NSURER TO LI ABILITY IN TORT FOR ANY DAMAGES PROXI MATELY ARI SI NG
THEREFROM AND FOR PUNI TI VE DAMAGES.

Sec. 3321. The facility shall provide, with respect to al
aut onobi | es not included in section 3320:

(a) Only the insurance required by |law or required by the
comm ssi oner. —ef—+nAstrance— The conmm ssioner may only require

i nsurance for which a rate has been filed by an —nAstrance—+ating
organtzatt+ofr—or— i nsurer, —ang— which rate is in effect, and
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whi ch the comm ssioner finds, after a public hearing, to be
reasonabl e, necessary, and in the public interest. The tenporary
provi sion of insurance may be required pending the public hearing
if the comm ssioner determnes it necessary to do so.

(b) The equitable distribution of applicants to participat-
ing menbers in accordance with the participation ratios defined
in section 3303.

Sec. 3340. (1) As agent for participating nenbers, the
facility shall file with the comm ssioner every manual of classi-
fication, every manual of rules and rates, every rating plan, and
every nodification of a manual of classification, manual of rules
and rates, or rating plan proposed for use for private passenger
nonfl eet autonobile insurance placed through the facility. The
facility may incorporate by reference inits filings other mate-
rial on file with the comm ssioner. The classifications, rules,
and rates and any anmendnents —thereof—shatt—be— TO THE CLASSI FI -
CATI ONS, RULES, AND RATES ARE subject to prior witten approval
by the conmi ssioner. Except as provided in this chapter, rates
filed by the facility for private passenger nonfl eet autonobile
i nsurance shall be in accordance with chapter 21 and rates by the
facility for all other autonobile insurance shall be filed in
accordance with chapter 24.

(2) Every participating nenber designated to act on behal f
of the facility —shatH+—be— | S authorized to use the rates and
rul es approved by the comm ssioner for use by the facility on
busi ness placed through the facility and shall not use other

rates for autonobile insurance placed through the facility.
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(3) Laws relating to rating organi zati ons or advisory
organi zati ons —shatH— DO not apply to functions provided for
under this section.
(4) Private passenger nonfleet autonobile rates for the

facility shall conply with the follow ng requirenents:

N L : he faeit hat—be—defined

I . el eipal . . . : I I
ratcket—

(A) —b)y— The base rates for the facility shall be derived
fromthe wei ghted average of the base rates currently charged —++
each—factt+ty—terrt+tory— by the 5 | argest insurer groups, deter-
m ned by voluntary net direct autonobile insurance car years
witten in the state for the cal endar year endi ng Decenber 31 of

the second prior year as reported to the statistical agent.

e} Fhet I e Befivis oy |
et . et it ied ot
i hindsed oy L obted . I

(B) —t&)— The facility shall adjust its rates at |east once

each year or whenever changes in private conpetitive insurance
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mar ket rate |levels would produce a change in excess of 5%in the

facility rate. —For—anyfactHty—terr+tory— However, changes

shall not be made nore often than quarterly.

(© —feytnthe—event—that— |IF underwiting | osses and
adm ni strative expenses resulting fromthe operation of the
facility at rates established pursuant to this subsection would
exceed an amount equal to 5% of the net direct private passenger
nonfl eet autonobile premuns for this state, —the— |evels
—speetitet—+n—subdiviston—(e)y{+r—and—(++)— shall be proportion-
ately increased in an anmount to produce underwriting | osses and
adm ni strative expenses that do not exceed 5%

Enacting section 1. Sections 122, 2131, 2446, and 2640 of
t he i nsurance code of 1956, 1956 PA 218, MCL 500. 122, 500. 2131,
500. 2446, and 500. 2640, are repeal ed.

Enacting section 2. (1) The legislature finds that there
exists in this state an energency for a significant nunber of
citizens who are obligated under |aw to purchase autonobile
i nsurance that has becone unaffordabl e and unavail able. A sub-
stantial nunber of urban registered vehicles are now w t hout
aut onobi | e i nsurance coverage. While a vehicle is often a neces-
sity for enploynent and other essential daily activities, citi-
zens who drive autonobiles wi thout insurance coverage violate
crimnal |aw regardless of the fact that for a substantial nunber
of those citizens it is inpossible to obtain autonobile insurance
due to the unaffordability and the unequal availability of that
i nsurance. The affordability and equal availability of

autonobil e insurance is essential to the preservation of the
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state's interest in providing that its citizens obtain autonobile
i nsurance coverage under the state's compul sory autonobile insur-
ance laws. In many areas of the state, insurers are charging in
a subjective and discrimnatory manner unreasonabl e anmounts for
coverage. |In addition, the autonobile insurance market structure
has not resulted in pronmoting reasonabl e conpetition anong insur-
ers, and this has further contributed to the unaffordability and
unavail ability of autonobile insurance. Five autonobile insur-

ance insurers control over 60% of the entire state autonobile

i nsurance market with 1 of those insurers controlling 23% of the
mar ket .

(2) It is the purpose of this anendatory act to preserve the
state's interest in providing its citizens with autonobile insur-

ance coverage by relieving the enmergency condition of unafford-
abl e and unequal |y avail abl e autonobil e i nsurance; to provide
nore stringent regulation of autonobile insurance rate-nmaking and
underwiting and to elimnate and prevent arbitrary and discrim
inatory practices in automobile insurance marketing, rate-nmaking,
and underwiting; to nonitor the |evel of conpetition in the

aut onobi | e i nsurance market and to enabl e corrective neasures
when necessary to create a healthy, conpetitive nmarket for auto-
nobi | e i nsurance; to exam ne | o0ss prevention systenms, controls,
and costs; to ensure that autonobile insurance prices reflect the
actual costs of clains and reasonabl e expenses; and to elimnate
injustices that have resulted fromthe conpul sory autonobile

i nsurance system
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