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HOUSE BILL No. 5536
o

HOUSE BILL No. 5536

February 12, 2004, Introduced by Reps. Hunter, Hood, Farrah, Stallworth, Condino,
Tobocman, Phillips, Elkins, Minore and Daniels and referred to the Committee on
Insurance.

A Dbill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng section 2111 (MCL 500.2111), as anmended by 2002 PA
492, and by addi ng section 2110b

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2110b. (1) An insurer or a third party on the
insurer's behalf shall not use collection accounts with a nedica
i ndustry code, if so identified on an insured's or applicant's
credit report, as a negative factor in any insurance score or in
reviewi ng credit information.

(2) As used in this section:

(a) "Consumer reporting agency" nmeans any person which, for
nonetary fees, dues, or on a cooperative nonprofit basis,
regularly engages in whole or in part in the practice of

assenbling or evaluating consuner credit information or other
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i nformati on on consuners for the purpose of furnishing consuner
reports to third parties.

(b) "Credit information" neans any credit-related information
derived froma credit report, found on a credit report itself, or
provi ded on an application for personal insurance. Information
that is not credit-related shall not be considered credit
i nformation, regardl ess of whether it is contained in a credit
report or in an application, or is used to cal culate an insurance
score.

(c) "Credit report"” means any witten, oral, or other
communi cati on of information by a consumer reporting agency
bearing on a consuner's credit worthiness, credit standing, or
credit capacity used or expected to be used or collected in whol e
or in part for the purpose of serving as a factor in the rating
or underwiting of personal insurance.

(d) "Insurance score" means a nunber or rating that is
derived froman al gorithm conputer application, nodel, or other
process that is based in whole or in part on credit information
for the purposes of predicting the future insurance | oss exposure
of an individual applicant or insured.

Sec. 2111. (1) Notw 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
aut onobi | e i nsurance or hone insurance shall conformto the
applicable requirenments 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
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following factors, which shall be applied by an insurer on a
uni form basi s throughout the state:

(a) Wth respect to all autonobile insurance coverages:

(i) Either the age of the driver; the length of driving
experience; or the nunber of years licensed to operate a notor
vehi cl e.

(ii) Driver primacy, based upon the proportionate use of each
vehi cl e 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 splacenent, ability of vehicle and its equi pnent to
protect passengers frominjury and other simlar itens, including
vehi cl e nake and nodel

(vi) Daily or weekly conmuting m | eage.

(vii) Number 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 nmeasure of nmarital

st at us.

(wviii) Amount of insurance.

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

(1) Earned incone.

(i) Nunber of dependents of incone earners insured under the
poli cy.

(iit) Coordi nati on of benefits.

05708' 03 DKH



© 00 N o o0~ W N P

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

(iv) Use of a safety belt.

(c) I'n addition to the factors prescribed in subdivision (a),

Wi th respect to collision and conprehensive coverages:

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

(i) Vehicle make and nodel .

(i1it) Vehicle design characteristics related to vehicle
damageability.

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

(d) Wth respect to all autonobile insurance coverage other
t han conpr ehensi ve, successful conpletion by the individua
driver or drivers insured under the policy of an accident
preventi on education course that neets the following criteria:

(i) The course shall include a m nimum of 8 hours of
cl assroom i nstructi on.

(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 measures.

(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

pl an for autonobile insurance, other than conprehensive

rating

coverage. A secondary or nerit rating plan required under this

subsection shall provide for prem um surcharges for any or al

coverages for autonobil e insurance, other than conprehensive

coverage, based upon —any—er—at—of the followng—whenthat

g . | Labl he| :
I Lol I L _
——{b) Convietions— convictions for, determ nations of

responsibility for civil infractions for, or findings of
responsibility in probate court for civil infractions for,
viol ati ons under chapter VI of the M chigan vehicl e code,

1949

PA 300, MCL 257.601 to 257.750. However, beginning 90 days after

the effective date of this sentence, an insured shall not be

nmerit rated for a civil infraction under chapter VI of t

he

M chi gan vehicle 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

vehi cl e record.

(4) An insurer shall not establish or maintain rates or

rating classifications for autonobil e insurance based upon sex,

—or— marital status, or clains made by the insured under the

poli cy.
(5) Notwithstandi ng other provisions of this chapter,
aut onobi | e i nsurance risks may be grouped by territory.
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(6) This section shall not be construed as limting insurers
or rating organi zations from establishing and mai ntaini ng
statistical reporting territories. This section shall not be
construed to prohibit an insurer from establishing or
mai nt ai ni ng, for autonobile insurance, a prem um di scount plan
for senior citizens in this state who are 65 years of age or
older, if the plan is uniformy applied by the insurer throughout
this state. If an insurer has not established and nmaintained a
prem um di scount plan for senior citizens, the insurer shal
of fer reduced premiumrates to senior citizens in this state who
are 65 years of age or older and who drive less than 3,000 mles
per year, regardless of statistical data.

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

(a) Amobunt 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,
buil ding materi al 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. An insured' s failure, after
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witten notice fromthe insurer, to correct a physical condition
that presents a risk of repeated | oss shall be considered a
factor under the control of the insured for purposes of this
subdi vi si on

(g) Use of snoking materials within the structure.

(h) Distance of the structure froma fire hydrant.

(i) Availability of |aw enforcement or crinme prevention
servi ces.

(8) Notwi thstandi ng other 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 conm ssioner finds, after a
hearing held pursuant to the adm nistrative procedures act of
1969, 1969 PA 306, MCL 24.201 to 24.328, that the factors woul d
encour age i nnovation, would encourage insureds to mnimze the
ri sks of loss from hazards insured against, and woul d be

consistent with the purposes of this chapter.
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