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HOUSE BILL No. 4149

February 2, 2005, Introduced by Reps. Condino, Tobocman, Kathleen Law, Plakas, Bieda,
Lipsey, Vagnozzi, Gleason, Sak, Clack, Wojno and Accavitti and referred to the
Committee on Insurance.

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng section 4507 (MCL 500.4507), as added by 1995 PA 276,
and by adding section 2006a; and to repeal acts and parts of acts.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 2006A. (1) AN I NSURER THAT FALSELY ACCUSES AN | NSURED OF
ARSON OR A FRAUDULENT | NSURANCE ACT ENGAGES IN AN UNFAI R OR
DECEPTI VE ACT OR PRACTI CE | N THE BUSI NESS OF | NSURANCE.

(2) AN | NSURER THAT KNOW NGLY OFFERS AN AMOUNT LESS THAN A
REASONABLE PERSON WOULD BELI EVE THE I NSURED IS ENTI TLED TO RECEI VE
TO RESCLVE A CLAI' M ENGAGES I N AN UNFAI R OR DECEPTI VE ACT OR
PRACTI CE I N THE BUSI NESS OF | NSURANCE. THI S CONDUCT MAY BE
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DETERM NED BY A COURT TO CONSTI TUTE BAD FAI TH BY THE | NSURER

(3) I'F AN I NSURER ENGAGES | N CONDUCT DESCRI BED I N SUBSECTI ON
(1) OR (2), ALL OF THE FOLLOW NG APPLY:

(A) THE 1 NSURED MAY BRI NG AN ACTI ON AGAI NST THE | NSURER AND
MAY RECOVER ALL OF THE FOLLOW NG

(1) ACTUAL DAMAGES, | NCLUDI NG ECONOM C AND NONECONOM C DAMAGES.

(1i) PUNI TI VE AND EXEMPLARY DANACES.

(1ii) ACTUAL ATTORNEY FEES AND COSTS.

(B) THE COWMM SSI ONER MAY SUSPEND, LIM T, OR REVOKE THE
I NSURER S AUTHORI TY.

(C© THE COWMM SSI ONER OR THE ATTORNEY GENERAL MAY BRI NG AN
ACTI ON ON BEHALF OF 1 OR MORE | NSUREDS TO ENFORCE THE RI GHTS OF THE
I NSUREDS UNDER THI S SECTI ON

(4) AS USED IN TH S SECTI ON

(A) "ECONOM C DAMAGES' MEANS MEDI CAL EXPENSES, THE COST OF
REHABI LI TATI ON SERVI CES AND CUSTODI AL CARE, LOSS OF WAGES, LOSS COF
FUTURE EARNI NGS, LOSS OF USE OF PROPERTY, COST OF REPAIR OR
REPLACEMENT OF PROPERTY, LOSS OF EMPLOYMENT, OR OTHER PECUNI ARY
DANVAGES.

(B) "FRAUDULENT | NSURANCE ACT" MEANS CONDUCT DESCRI BED | N
SECTI ON 4503.

(C "NONECONOM C DAMAGES' MEANS PAI N, SUFFERI NG
I NCONVENI ENCE, PHYSI CAL | MPAI RVENT, DI SFI GUREMENT, MENTAL ANGUI SH
EMOTI ONAL DI STRESS, LOSS OF SOCI ETY AND COVPANI ONSHI P, LOSS OF
CONSORTI UM | NJURY TO REPUTATI ON, HUM LI ATI ON, OR OTHER
NONPECUNI ARY DAMAGES.

Sec. 4507. (1) Upon witten request by an authorized agency to
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an insurer, the insurer or an agent authorized by the insurer to
act on its behalf may rel ease to the authorized agency, at the

aut hori zed agency's expense, —anry—or— all information that is
considered inportant relating to —any— suspected insurance fraud.
An aut hori zed agency may rel ease information on suspected insurance
fraud to an insurer or an agent authorized by an insurer to act on
its behalf upon a show ng of good cause by the insurer or the
insurer's authorized agent. This information may include, but is
not limted to, the follow ng:

(a) Insurance policy information relevant to an investigation,
i ncluding —any— AN application for a policy.

(b) Policy prem um paynment records that are avail abl e.

(c) H story of previous clainms nade by the insured.

(d) Information relating to the investigation of the suspected
i nsurance fraud, including statenents of any person, proofs of
| oss, and notice of |oss.

(2) If an insurer knows or reasonably believes it knows the
identity of a person who it has reason to believe conmtted a
fraudul ent i nsurance act or has know edge of a suspected fraudul ent
i nsurance act that is reasonably believed not to have been reported
to an authorized agency, then for the purpose of notification and
i nvestigation, the insurer or an agent authorized by an insurer to
act on its behalf may notify an authorized agency of the know edge
or belief and provide any additional information in accordance wth
subsection (1).

(3) An insurer providing information to an authorized agency

pursuant to subsection (2) has the right to request in witing
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information in the possession or control of the authorized agency
relating to the same suspected fraudul ent insurance act of which
the insurer notifies the authorized agency under subsection (2).
Upon a showi ng of good cause by the insurer, the authorized agency
may provide the requested information at the insurer's expense

wi thin 30 days of the request.

(4) In addition to providing information to an insurer under
subsection (3), the authorized agency provided with information
pursuant to subsection (1) or (2) may rel ease or provide the
information to any other authorized agency.

(5) Nothing in this chapter inpairs a person's right, as of
the—effective dateof thischapter— MARCH 28, 1996, to submit to
the insurer or the insurer's representative a statement fully
expl ai ning the basis of the claimand to have that statenment placed
inthe claimfile.

(6) An authorized agency, insurer, or an agent authorized by
an insurer to act on its behalf shall not request or rel ease
i nformati on under subsection (1) for any purpose other than for the
i nvestigation of suspected insurance fraud.

(7) AN I NSURER SHALL REMOVE ALL DOCUMENTS RELATI NG TO
ALLEGATI ONS OF FRAUDULENT | NSURANCE ACTS THAT HAVE BEEN DETERM NED
TO BE UNFOUNDED FROM THE CLAI M FI LE OF A PERSON WHO MAKES A REQUEST
FOR REMOVAL.

Enacting section 1. Section 4509 of the insurance code of

1956, 1956 PA 218, MCL 500. 4509, is repeal ed.
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