HOUSE BILL No. 5593

HOUSE BILL No. 5593

January 24, 2006, Introduced by Reps. Wojno, Anderson, Condino, Alma Smith, Vagnozzi,
Brown, Zelenko, Meisner, Espinoza, Lipsey, Williams, Donigan, Polidori, Tobocman,
Farrah, Plakas, Mayes, Gleason, Kolb, Hood and Lemmons, |11 and referred to the
Committee on Insurance.

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by amendi ng sections 150, 436, 438, 1239, 1243, 1246, 1371, 1952,
2006, 2039, 2055, 2057, 2062, 2069, 2077, 2080, 2082, 2086, 2236,
2912, 3861, 5208a, 5252, 5256, and 6842 (MCL 500. 150, 500. 436,
500. 438, 500.1239, 500.1243, 500.1246, 500.1371, 500. 1952,
500. 2006, 500. 2039, 500.2055, 500.2057, 500.2062, 500.2069,
500. 2077, 500.2080, 500.2082, 500.2086, 500.2236, 500.2912,
500. 3861, 500.5208a, 500.5252, 500.5256, and 500.6842), sections
150, 436, and 1371 as anended by 1992 PA 182, section 438 as

anended by 1994 PA 227, sections 1239 and 1246 as added and section

1243 as anended by 2001 PA 228, section 1952 as added by 1980 PA

341, section 2006 as anended by 2004 PA 28, section 2069 as anended

by 1989 PA 306, section 2080 as anended by 1986 PA 318, section

02504' 05 * DKH

€655 'ON 1119 dSNOH



© 00 N O o A~ W DN P

N NN R R R R R R R R R R
N PP O © 00 N O o A W N — O

2

2236 as anended by 2002 PA 664, section 3861 as added by 1992 PA
84, section 5208a as anended by 1998 PA 26, section 5252 as anended
by 1984 PA 263, and section 5256 as anmended by 1998 PA 121; and to
repeal acts and parts of acts.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 150. (1) Any person who violates any provision of this
act for which a specific CIVIL penalty is not provided under any
ot her provision of this act or of other |aws applicable to the
violation shall be afforded an opportunity for a hearing before the
conmi ssi oner pursuant to the adm nistrative procedures act of 1969,
Act—No—306—of the PublieAects—of 1969 beingsections—24-201to
24328 of the M-echigan—Conpiled—taws— 1969 PA 306, MCL 24.201 TO
24.328. |If the conm ssioner finds that a violation has occurred,

t he conm ssioner shall reduce the findings and decision to witing
and shall issue and —eausetobe-served— SERVE upon the person
charged with the violation a copy of the findings and an order
requiring the person to cease and desist fromthe violation. In
addi tion, the comm ssioner may order any of the foll ow ng:

(a) Paynent of a civil fine of not nore than —$500-00
$1,000.00 for each violation. However, if the person knew or
reasonably shoul d have known that he or she was in violation of
this act, the conmm ssioner nmay order the paynent of a civil fine of
not nore than —$2-500-00— $25,000.00 for each violation. Wth
respect to filings nade under chapters 21, 22, 23, 24, and 26,
"violation" nmeans a filing not in conpliance with the provisions of
t hose chapters and does not include an action with respect to an

i ndi vi dual policy based upon a nonconplying filing. An order of the
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conm ssi oner under this subdivision shall not require the paynment

of civil fines exceeding —$25,-000-00— $100, 000. 00, UNLESS THE
PERSON KNEW OR REASONABLY SHOULD HAVE KNOAN THAT HE OR SHE WAS | N
VI OLATION OF THIS ACT, I N VWH CH CASE AN ORDER OF THE COWM SSI ONER
UNDER THI S SUBDI VI SI ON SHALL NOT REQUI RE THE PAYMENT OF CIVIL FI NES
EXCEEDI NG $250, 000. 00. A fine collected under this subdivision
shal | be —turned—over—to— DEPOSI TED WTH the state treasurer and
credited to the general fund.

(b) The suspension, limtation, or revocation of the person's
license or certificate of authority.

(© A REFUND OF ANY OVERCHARGES TO AFFECTED POLI CYHOLDERS

(D) RESTITUTION TO THE | NSURED OR OTHER CLAI MANT TO COVER
| NCURRED LOSSES, DANMACES, OR OTHER HARM ATTRI BUTABLE TO THE ACTS OF
THE PERSON FOUND TO BE IN VI OLATION OF THI S CHAPTER, | NCLUDI NG, BUT
NOT LI M TED TO, COSTS AND ATTORNEY FEES | NCURRED BY AN I NSURED OR
OTHER CLAI MANT I N ANY HEARI NG UNDER THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24. 328, THAT ESTABLI SHES A
VI OLATI ON OF THI S CHAPTER

(2) After notice and opportunity for hearing, the conm ssioner
may by order reopen and alter, nodify, or set aside, in whole or in
part, an order issued under this section if, in the conm ssioner's
opi nion, conditions of fact or |aw have changed to require that
action or the public interest requires that action.

(3) If a person knowi ngly violates a cease and desi st order
under this section and has been given notice and an opportunity for
a hearing held pursuant to —-Aet—No—306—of the PubliecActs—of 1969
THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24. 201
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TO 24. 328, the conmi ssioner may order a civil fine of —$16,000-00
$25, 000. 00 for each violation, or a suspension, limtation, or
revocation of a person's |license, or both. A fine collected under
this subsection shall be turned over to the state treasurer and
credited to the general fund.

(4) WTHOQUT PRI OR HEARI NG THE COWM SSI ONER MAY ORDER SUMVARY
SUSPENSI ON OF A LICENSE | F HE OR SHE FI NDS THAT PROTECTI ON OF THE
PUBLI C REQUI RES EMERGENCY ACTI ON AND | NCORPORATES THI' S FI NDI NG I N
H S OR HER ORDER. THE SUSPENSI ON SHALL BE EFFECTI VE ON THE DATE
SPECI FI ED I N THE ORDER OR UPON SERVI CE OF A CERTI FI ED COPY OF THE
ORDER ON THE LI CENSEE, WHI CHEVER | S LATER | F REQUESTED, THE
COW SSI ONER SHALL CONDUCT A HEARI NG ON THE SUSPENSI ON W THI N A
REASONABLE TI ME BUT NOT LATER THAN 20 DAYS AFTER THE EFFECTI VE DATE
OF THE SUMVARY SUSPENSI ON UNLESS THE PERSON WHOSE LI CENSE I S
SUSPENDED REQUESTS A LATER DATE. AT THE HEARI NG THE COW SSI ONER
SHALL DETERM NE | F THE SUSPENSI ON SHOULD BE CONTI NUED OR | F THE
SUSPENSI ON SHOULD BE W THDRAWN, AND, | F PROPER NOTICE IS d VEN, NAY
DETERM NE | F THE LI CENSE SHOULD BE REVCOKED. THE COWM SSI ONER SHALL
ANNOUNCE HI'S OR HER DECI SION W THI N 30 DAYS AFTER CONCLUSI ON OF THE
HEARI NG THE SUSPENSI ON SHALL CONTI NUE UNTIL THE DECI SION | S
ANNOUNCED

(5) THE COWMM SSI ONER, OR HI' S OR HER DESI GNATED DEPUTY, NAY
| SSUE SUBPOENAS TO REQUI RE THE ATTENDANCE AND TESTI MONY OF
W TNESSES AND THE PRODUCTI ON OF DOCUMENTS NECESSARY TO THE CONDUCT
OF THE HEARI NG AND MAY DESI GNATE AN OFFI CE OF FI NANCI AL AND
I NSURANCE SERVI CES EMPLOYEE TO MAKE SERVI CE. THE SUBPOENAS | SSUED
BY THE COW SSI ONER, OR HI' S OR HER DESI GNATED DEPUTY, MAY BE
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ENFORCED UPON PETI TION TO THE CI RCUI T COURT OF | NGHAM COUNTY TO
SHOW CAUSE WHY A CONTEMPT ORDER SHOULD NOT BE | SSUED, AS PROVI DED
BY LAW

(6) 4)— The conmm ssioner may apply to the Ingham county
circuit court for an order of the court enjoining a violation of
this act.

(7) BEG NNI NG MARCH 1, 2007, AND BY MARCH 1 OF EVERY YEAR
AFTER 2007, THE FINES IN THI S SECTI ON SHALL BE ADJUSTED TO REFLECT
THE CUMULATI VE PERCENTACGE CHANGE | N THE CONSUMER PRI CE | NDEX OVER
THE PRECEDI NG CALENDAR YEAR. AS USED IN THI S SUBSECTI ON, " CONSUMER
PRI CE | NDEX" MEANS THE ANNUAL PERCENTAGE CHANGE IN THE DETRAO T
CONSUMER PRI CE | NDEX FOR ALL I TEMS FOR THE PRI OR 12- MONTH PERI OD AS
REPORTED BY THE UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF LABOR
STATI STICS, AND AS CERTI FI ED BY THE COWM SSI ONER

Sec. 436. The comm ssioner nmay suspend, revoke, or limt the
certificate of authority of an insurer if he or she determ nes that
any of the follow ng conditions exist:

(a) The insurer no |longer neets the requirenents of this act
respecting capital, surplus, deposits, or assets.

(b) The insurer's condition is such that it is no |onger safe,
reliable, or entitled to public confidence or is unsound, or the
insurer is using financial nethods and practices in the conduct of
its business that render further transaction of insurance by the
insurer in this state hazardous to policyhol ders, creditors, or the
publi c.

(c) The insurer's certificate of authority to transact

business in its state of domcile, or in the case of an alien
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insurer, in its state of entry, has been suspended or revoked.

(d) The insurer has failed, after witten request by the
conmi ssioner, to renove or discharge an officer or director whose
record of business conduct does not satisfy the requirenents of
section 436a(1) (k) or 1315(1)(f) or who has been convicted of any
crime involving fraud, dishonesty, or |ike noral turpitude.

&) The |  ail I I " :

438

(E) 4)— The insurer has failed for an unreasonable period to
pay any final judgnment rendered against it in this state on any
policy, bond, recognizance, or undertaking issued or guaranteed by
it.

(F) ¢— The insurer has failed, within 30 days after notice
of delinquency fromthe conm ssioner, to cure its failure to pay
the taxes, fees, assessnents, or expenses required by this act.

(G —h)— The insurer has violated any other provision of this
act that provides for suspension or revocation of its certificate
of authority.

Sec. 438. (1) Each insurer, foreign, alien, US. branch, or
domestic, transacting business within this state, shall annually,
on or before March 1, prepare under oath and deposit with the
conmi ssioner a statenent concerning its affairs in a formand
manner as prescribed by the conm ssioner. The annual statenent
shall be filed on or before March 1 of the year follow ng that
covered by the statenent. Upon request and for good cause shown,

t he comm ssioner may grant to any conpany reasonabl e extensions of

the March 1 filing date for periods not to exceed 30 days. The
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insurer shall pay the filing fee prescribed in section 240(1)(b).

(2) The conmi ssioner shall prescribe the format and content of
statenents that are suitable and adaptable to each kind of insurer
authorized by this act. The comm ssioner shall include requests for
i nformati on upon any and all inportant elenments of an insurer's
busi ness, including any matter, condition, or requirenent regul ated
by this act. An annual statenent filed by an insurer under this
section shall be prepared in accordance with instructions provided
by, and accounting practices and procedures designated by, the
conmi Ssi oner .

(3) The comm ssioner nay address inquiries to any insurer, in
relation to the insurer's activities or conditions, or any natter
connected with the insurer's transactions. An insurer so addressed
shall pronptly reply in witing to each inquiry by the
conmi Ssi oner .

(4) Each report filed with the comm ssioner pursuant to this

section shall be made available to the public in conpliance with

the freedom of infornmation act, —-Act—No—442 of the Public-Acts—of
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proceedings—under—section—436—

(5) —6)— The annual statenent of an alien insurer shal
relate only to the insurer's assets, transactions, and affairs in
the United States unl ess the conmi ssioner requires otherw se.

(6) A— As used in this section, "U S. branch” nmeans that
termas defined in section 431.

Sec. 1239. (1) In addition to any other powers under this act,
t he comm ssioner may place on probation, suspend, revoke, or refuse
to i ssue an insurance producer's |icense —er—maytevwy—a——civil—fine
uhder—seetton—1244— or any conbination of actions for any 1 or nore
of the follow ng causes:

(a) Providing incorrect, msleading, inconplete, or materially
untrue information in the license application

(b) Violating any insurance |laws or violating any regul ation,
subpoena, or order of the conm ssioner or of another state's
i nsurance comm ssi oner

(c) Ootaining or attenpting to obtain a |license through
m srepresentation or fraud.

(d) Inproperly w thhol ding, msappropriating, or converting
any noney or property received in the course of doing insurance
busi ness.

(e) Intentionally m srepresenting the terns of an actual or
proposed i nsurance contract or application for insurance.

(f) Having been convicted of a felony.

(g) Having admtted or been found to have conmtted any
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i nsurance unfair trade practice or fraud.

(h) Using fraudul ent, coercive, or dishonest practices or
denonstrating i nconpetence, untrustworthiness, or financia
irresponsibility in the conduct of business in this state or
el sewhere

(1) Having an insurance producer |icense or its equival ent
deni ed, suspended, or revoked in any other state, province,
district, or territory.

(j) Forging another's nanme to an application for insurance or
to any docunment related to an insurance transaction.

(k) I'nproperly using notes or any other reference material to
conpl ete an exam nation for an insurance |license.

(1) Knowi ngly accepting insurance business from an individua
who is not |icensed.

(m Failing to conply with an adm nistrative or court order
i nposing a child support obligation.

(n) Failing to pay single business tax or conmply with any
adm ni strative or court order directing paynment of single business
t ax.

(2) Before the comm ssioner denies an application for a
license, the conm ssioner shall notify in witing the applicant or
i censee of the denial and of the reason for the denial. Not |ater
than 30 days after this witten denial, the applicant or |icensee
may nmeke witten demand upon the comm ssioner for a hearing before
t he conm ssioner to determ ne the reasonabl eness of the
commi ssioner's action. A hearing under this subsection shall be

hel d pursuant to the adm nistrative procedures act of 1969, 1969 PA
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306, MCL 24.201 to 24.328.

(3) The license of a business entity nay be suspended,
revoked, or refused if the conm ssioner finds, after hearing, that
an individual |icensee's violation was known or shoul d have been
known by 1 or nore of the partners, officers, or managers acting on
behal f of the partnership or corporation and the violation was

neither reported to the conm ssioner nor corrective action taken

(4) —5)— In addition to the penalties under this section, the
conmi ssi oner may enforce the provisions of and i npose any penalty
or renedy authorized by this act against any person who is under
i nvestigation for or charged with a violation of this act even if
the person's license or registration has been surrendered or has
| apsed by operation of |aw

Sec. 1243. (1) As used in this section:

(a) "Act" neans the insurance code of 1956, 1956 PA 218, MCL
500. 100 to 500. 8302.

(b) "Affiliate" means a person that directly or indirectly or
through 1 or nore internediaries, controls or is controlled by
anot her or is under conmmon control with another. An affiliate
i ncl udes a person who for any 12-nonth period nakes a nonthly
average of 10 or nore referrals to |l enders for the purpose of
procuring a |loan and the person receives consideration for making
t hose referrals.

(c) "Agent" neans an individual licensed as an insurance
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producer, broker, solicitor, or insurance counselor under this act.

(d) "Agency" neans an insurance agency |icensed under this
act .

(e) "Control"™ means control as defined in section 115.

(f) "Insurance product” means any product or service
regul ated, in whole or in part, by the conm ssi oner

(g) "Lender" neans a person or entity who directly or
indirectly, in the ordinary course of business regularly makes,
arranges, offers to make, or purchases and services a | oan as
defined by subdivision (h). A lender includes a nortgage broker. If
a person purchases an interest in but does not service a |oan, that
person is not a |l ender under this section for the purposes of that
| oan.

(h) "Loan" means an agreenent to |end noney or to finance
goods or services. Loan does not include any of the follow ng:

(1) The financing of insurance prem uns.

(i) Aloan fromthe cash value of an insurance policy.

(1it) A hone i nprovenent charge agreenent or a hone inprovenent
i nstall ment contract nade under the hone inprovenent finance act,
1965 PA 332, MCL 445. 1101 to 445. 1431.

(iv) Aretail installnent contract of $10,000.00 or less or a
retail charge agreenent made under the retail installnment sales
act, 1966 PA 224, MCL 445.851 to 445.873.

(1) "Loan representative" nmeans an enpl oyee or representative
of a lender that deals directly with | oan applicants in accepting
| oan applications or approving or closing a |oan.

(j) "Person" means an individual, corporation, partnership,
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associ ation, or any other |legal entity.

(k) "Required insurance" neans any insurance product that a
borrower is required to obtain as a condition of closing a |oan.

(2) The comm ssioner shall issue an insurance agency license
to an affiliate of a lender or an agent license to an individua
who is an enployee of the affiliate if the conm ssioner determnes
that the affiliate or enployee has net the prerequisites for
i censure under this act and that the affiliate and the | ender w ||
conduct the sale of insurance in conpliance with this section. If a
| ender acquires ownership in or becones affiliated with an agency
with an existing license under this act, an application for a new
license is not required. The conm ssioner may i ssue an insurance
agency or agent license directly to a | ender or an enpl oyee of the
| ender who is not an enpl oyee of an affiliated agency if the
conm ssioner determnes that the | ender or enployee has net the
prerequisites for licensure and will conduct the sale of insurance
in substantial conpliance with this section.

(3) This section applies to all of the follow ng:

(a) A lender that has been affiliated with a |icensed agency
or has enployed a |licensed agent before March 30, 1995 and that
affiliation or enploynment continues or is renewed on and after
March 30, 1995.

(b) Alender, affiliate, or enployee of a |ender that has been
| icensed as an agency or agent before March 30, 1995 and maintains
that licensure on and after March 30, 1995, to the extent that the
provisions of this section apply.

(c) A person affiliated with a | ender that receives an agency

02504' 05 * DKH



© 00 N o o B~ wWw N P

N N N N N N NMN N PR P P P R R PR Rk
N~ o o0 A  WN P O ©O 0N OO0~ WDN O

13

license or an individual enployed by the | ender who receives an
agent license.

(d) Alender that is |licensed as an agency, to the extent that
the provisions of this section apply.

(e) A lender that acquires ownership in an agency or otherw se
becones affiliated with a |licensed insurance agency.

(f) Alender that enploys a licensed insurance agent.

(4) A lender, an agency affiliated with a |l ender, or an agent
enpl oyed by a |l ender may be licensed to sell any insurance product.

(5) A lender may own an insurance agency in whole or in part
and shall provide notice to the conm ssioner —andthecomm-ssioner
of—thefinanetralinstitutions—buread— of any acquisition, in whole
or in part, of an insurance agency.

(6) Applications for insurance agency or agent |icenses under
this act shall be pronptly reviewed by the comm ssioner. An
application shall be considered approved by the conm ssioner if the
commi ssi oner has not denied the application for good cause within
60 days after the date the application is filed. The comm ssi oner
shal | issue the insurance agency or agent |icense within 10 days of
approval .

(7) Interrogatories propounded by the comm ssioner regarding
t he proposed busi ness conduct between a | ender and an affiliated
i nsurance agency shall be limted to questions pertaining to
conpliance with this section

(8) There is no limt on the percentage of insurance business
sold to custonmers of a |lender through an insurance agency

affiliated with the | ender or agent enployed by the I ender if sold
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in conpliance with this act.

(9) A lender shall not do either of the foll ow ng:

(a) Require a borrower to purchase any policy or contract of
i nsurance through a particular agency or agent or with a particul ar
insurer or fix or vary the terns or conditions of a |loan as an
i nducenent to purchase insurance. This subdivision does not
prohibit a lender fromrequiring a borrower to purchase a required
i nsurance policy that conforns to the requirenents, if any, of the
| oan.

(b) Except as otherw se provided by law, require a person to
purchase any insurance product fromthe |lender or an affiliate as a
condition of making a | oan

(10) The board of directors of an insurance agency affiliated
with a |l ender shall act separately fromthe board of directors of
the lender. A director of a |ender may al so serve as a director of
an affiliated agency, except that a majority of directors of the
affiliated agency shall not be directors of the I ender. This
subsecti on does not apply to a lender that is also the |licensed
agency.

(11) An officer or enployee of a | ender may be an officer or
enpl oyee of an affiliated agency. However, except as otherw se
provi ded by this section, for purposes of soliciting or selling
i nsurance products, such officer or enployee shall not use or
di sclose information that the | ender may not disclose to the
affiliated agency.

(12) An officer or enployee of a |ender shall not directly or

indirectly delay or inpede the conpletion of a | oan transaction for
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t he purpose of influencing a consuner's selection or purchase of
i nsurance products from an agent, solicitor, agency, or insurer
that is not affiliated with the | ender

(13) A loan representative nmay not act as an agent or
solicitor for the sale or provision of required insurance rel ated
to an application, approval, commtnent, or closing of a loan if
the loan representative participated in the application, approval,
comm trent, or closing of that | oan.

(14) A lender or its enployees shall not knowingly initiate a
di scussi on concerning the availability of insurance products from
the lender or an affiliated agency to or with a person in response
to an inquiry about credit nmade by the person or to a | oan
applicant prior to the | oan applicant being notified of the
di sposition of a | oan application. This subsection does not
prohibit a lender or its enployees fromdiscussing with the person
maki ng the inquiry or |oan applicant that certain required
i nsurance nmust be mai ntained as a condition of obtaining a |oan.

(15) If asked about the availability of insurance products by
a person inquiring about a |loan or a |oan applicant, the | ender may
i ndi cate that insurance products are available fromthe | ender or
an affiliated agency and may provide instruction about how to
obtain further information concerning the agency or agent and
avai |l abl e i nsurance products.

(16) If insurance is required as a condition of obtaining a
| oan, and if the required insurance is avail able through the |ender
or an affiliate of the lender, the | ender shall disclose to the

applicant all of the follow ng:
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(a) That the lender will not require the borrower to purchase
any policy or contract of insurance through a particul ar agent,
agency, or with a particular insurer.

(b) Except as otherw se provided by law, that the | ender wll
not require the borrower to purchase any insurance product fromthe
| ender or an affiliate as a condition of the |oan.

(c) That the purchase of any insurance product fromthe | ender
or its affiliated agency is optional and will not in any way affect
current or future credit decisions.

(17) The disclosure required by subsection (16) shall be nade
to a loan applicant at the time the | oan applicant inquires about
the availability of required insurance or at such tinme as the
| ender advises the |oan applicant that the required insurance is
avai |l abl e through the |l ender or an affiliate of the | ender,
whi chever is earlier. The disclosure shall be confirmed in witing,
dated, and signed by the applicant no |ater than the closing of the
| oan.

(18) If insurance is required as a condition of obtaining a
| oan, the credit and insurance transactions shall be conpleted
i ndependently and through separate docunments. A |oan for prem unms
on required insurance shall not be included in the primary credit
wi thout the witten consent of the custoner.

(19) The offering of a loan by a | ender and the sale or
provi sion of insurance products by the I ender or an affiliated
agency shall be made in different areas that are clearly and
conspi cuously signed and separated so as to preclude confusion on

the part of customers. However, in the limted situation where
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physi cal or enpl oyee considerations prevent |ending and the sale of
i nsurance products from being conducted in different areas, the

| ender shall take appropriate neasures to mnimze custoner
confusion. In unique circunstances to acconmodate the needs of or
for the conveni ence of particular custonmers, this subsection does
not prohibit on an irregular basis, taking applications for | oans,
extensions of |oans, and the sale of insurance products at the sane
| ocati on.

(20) Signs and other informational material concerning the
avai lability of insurance products fromthe | ender or an affiliated
agency shall not be displayed in an area when | oan applications are
bei ng taken and when | oans are being closed in that area.

(21) A lender, its enployees, or its representatives may
advi se the general public and its customers, through mailings or
ot herwi se, that insurance products are available fromthe | ender or
affiliated agency and may advi se the general public and its
custonmers how to obtain nore informati on about those insurance
products, so |ong as:

(a) The information is not provided because of a subm ssion of
any |loan application until after the |oan applicant has been
notified of the disposition of the application, or in response to
any inquiry about the availability, terms, and conditions of any
| oan.

(b) The timng of the comunications is not based on the
maturity or expiration date of a policy of required insurance or an
i nsurance policy in the |l ender's possession.

(c) No information concerning custonmers that is prohibited for
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use in the solicitation or sale of insurance products under
subsections (23) and (25) is used to determ ne which customers
shoul d receive the information.

(22) A lender may provide the nanes, addresses, tel ephone
nunbers, and information related to account relationships with
custoners to an affiliated agency or an agent enpl oyed by the
| ender so long as the | ender does not disclose account bal ances or
maturity dates of certificates of deposit and does not discl ose
account relationships to an affiliated agency or an agent enpl oyed
by the |l ender in a manner that account bal ances or maturity dates
of certificates of deposit may be determ ned by the agency or
agent. This section does not prohibit disclosure of m ninum
requi red bal ances, terms, or conditions of an account.

(23) A lender shall not directly or indirectly provide to an
affiliated agency or an agent enployed by the [ ender the foll ow ng
information if obtained froman insurance policy or preauthorized
paynment agreenent that is in the possession of the | ender:

(a) The expiration date of the insurance policy.

(b) The name of the insurance conpany that issued the policy.

(c) The anount of the prem um

(d) Schedul ed coverages and policy limts contained in the
policy.

(e) Any deductibles contained in the policy.

(f) Any information contained on the declaration sheet of the
policy.

(g) Cash or surrender val ues.

(24) A lender nmay disclose to an affiliated agency or an agent
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enpl oyed by the | ender information obtained froma policy of
required insurance that the borrower has failed to keep in force,

if the information is necessary to obtain the required insurance
through the affiliated agency, enployee, or elsewhere. If a
custoner has failed to keep required insurance in force, this
section does not prohibit a |lender from obtaining the required

i nsurance in accordance with the ternms of the loan or from
obtaining insurance limted to repaynent of the outstandi ng bal ance
due in the event of |oss or damage to property used as collatera

on the | oan.

(25) A lender shall not directly or indirectly provide to an
affiliated agency or agent enployed by the | ender the follow ng
cust omer docunents or infornmation

(a) Loan applications, except that a | ender may provide to an
affiliated agency or agent enployed by the | ender the nane,
address, tel ephone nunber, and account relationship concerning a
| oan applicant after the applicant has been notified of the
di sposition of the application.

(b) Financial statenents regarding assets, liabilities, net
worth, income, and expenses.

(c) Budgets or proposed budgets.

(d) Business plans.

(e) Contracts.

(f) Credit reports.

(g) Inventory records.

(h) Collateral offered as security for |oans.

(1) Appraisals.
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(j) Personal guarantees and related information

(k) Insurance policy, certificate, or binder.

(26) This section does not require the | ender to renove the
name, address, or other information concerning the custoner from
the custoner list if information concerning a customer of a |ender
is on a custoner |ist by reason of other account relationships with
the I ender and the lender is otherwi se authorized to disclose the
list to an affiliate agency or an agent enployed by the | ender.

(27) This section does not prohibit a |lender from providing
i nformati on about the custoners of the I ender to an affiliated
agency or an agent enployed by the Ilender if that information is
ot herwi se available froma public record.

(28) This section does not prohibit a |lender fromrel easing
customer information in its possession to any person if the
customer authorizes the release of that information. The rel ease
shall be in witing, dated, and signed by the custoner. A | ender
shal I not knowi ngly ask a | oan applicant to rel ease such
information prior to the applicant being notified of the
di sposition of the application unless the applicant has asked about
the availability of insurance products as provided under subsection
(15). A lender shall not require the release as a condition of
applying for the | oan.

(29) The use or disclosure of information allowed under this
section is not a violation of the use or disclosure of information
under section 2077.

(30) Except as provided in subsection (31), an insurance

agency or agent shall not reward or renunerate an affiliated |ender
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for procuring or inducing insurance product business for the agency
or agent or for furnishing | eads and prospects or acting in any

ot her manner as an agent. This subsection does not preclude an
affiliated agency from conpensating its enpl oyees, who rmay al so be
enpl oyees of the lender, or reinbursing its affiliated | ender at
fair market value for any goods, services, or facilities that the

| ender may provide to the agency or for expense incurred by the

| ender in advising its customers and the general public of the
agency's servi ces.

(31) An insurance agency nmay pay dividends and nmeke ot her
di stributions of assets to the agency's sharehol ders, including an
affiliated | ender, as a return on the capital invested and risks
assunmed by the shareholders or in conjunction with a nerger,

i quidation, or other corporate transaction.

(32) This section does not prohibit a |lender, or a
manufacturer or an affiliate of a manufacturer acting as a | ender,
fromsoliciting or selling insurance products to a cl osed
deal ershi p, designated fam |y nenber, new notor vehicle dealer, or
proposed new notor vehicle dealer. This subsection shall not be
construed to include custonmers of notor vehicle dealers.

(33) As used in subsection (32):

(a) "d osed deal ershi p* nmeans a cl osed deal ership as defined
in section 2 of 1981 PA 118, MCL 445. 1562.

(b) "Designated famly nenber" neans a designated famly
menber as defined in section 2 of 1981 PA 118, MCL 445. 1562.

(c) "Manufacturer” neans a manufacturer as defined in section

4 of 1981 PA 118, MCL 445. 1564.
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(d) "New notor vehicle dealer"” neans a new notor vehicle
deal er as defined in section 5 of 1981 PA 118, MCL 445. 1565.

(e) "Proposed new notor vehicle dealer” neans a proposed new
notor vehicle dealer as defined in section 5 of 1981 PA 118, MCL
445, 1565.

(34) This section does not apply to insurance products offered
under the credit insurance act, 1958 PA 173, MCL 550.601 to
550. 624.

(35) This section does not apply to the offering of life
i nsurance by a | ender under section 4418.

(36) Notw thstandi ng section 4418, paynent by an insurer of
consideration to an agency or agent |icensed under this act for an
i ndi vi dual policy of insurance on the life of the borrower issued
in connection with a loan on a dwelling or nobile hone rmade or

serviced by an affiliated | ender is not considered a nonetary or

financial benefit to the lender as a result of the insurance.

02504' 05 * DKH



© 00 N oo o0~ wWw N P

N NN N N N NMN N PR P P R R R R R Rk
N~ o o0 A WN P O ©O 0N O O~ WDN O

02504' 05 *

DKH



© 00 N oo o0~ wWw N P

N N N N N N NN PR P P P R P P R R
N~ o o0 A WN P O ©O 00N O O~ WDN P O

24

than—5-years—afterthe occurrenceof theviolationthatisthe
basts—of theaetion—

Sec. 1246. (1) Any docunments, materials, or other information
in the control or possession of the office of financial and
i nsurance services that is furnished by an insurer, an insurance
producer, or an enployee or representative acting on behalf of the
i nsurer or insurance producer, or obtained by the comm ssioner in
an investigation pursuant to this section is confidential by |aw
and privileged, is not subject to the freedomof information act,
1976 PA 442, MCL 15.231 to 15.246, is not subject to subpoena, and
is not subject to discovery or adm ssible in evidence in any
private civil action. However, the conm ssioner is authorized to
use the docunents, materials, or other information in the
furtherance of any regulatory or |legal action brought as a part of
t he conm ssioner's duti es.

(2) Neither the comm ssioner nor any person who received
docunents, materials, or other information while acting under the
conmi ssioner's authority is permtted or required to testify in any
private civil action concerning any confidential docunents,
materials, or information under subsection (1).

(3) In order to assist in the performance of the
conmmi ssioner's duties under this chapter, the comm ssioner may do
any of the follow ng:

(a) Share docunments, materials, or other information,

i ncluding the confidential and privil eged docunents, materials, or
i nformati on subject to subsection (1), with other state, federal

and international regulatory agencies, with the nationa
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associ ation of insurance conm ssioners, its affiliates or
subsidiaries, and with state, federal, and international |aw
enforcenent authorities, provided that the recipient agrees to

mai ntain the confidentiality and privileged status of the docunent,
material, or other information.

(b) Receive docunents, materials, or information, including
ot herwi se confidential and privil eged docunents, materials, or
information, fromthe national association of insurance
conmi ssioners, its affiliates or subsidiaries, and fromregul atory
and | aw enforcenent officials of other foreign or donmestic
jurisdictions, and shall maintain as confidential or privileged any
docunent, material, or information received with notice or the
understanding that it is confidential or privileged under the | aws
of the jurisdiction that is the source of the docunent, materi al
or information.

(c) Enter into agreenents governing sharing and use of
i nformati on consistent with this subsection.

(4) No wai ver of any applicable privilege or claim of
confidentiality in the docunments, materials, or information shal
occur as a result of disclosure to the comm ssioner under section
1208b or this section, or as a result of sharing as authorized
under subsection (3).

(5) This chapter does not prohibit the conm ssioner from
rel easing final, adjudicated actions including for cause
term nations that are open to public inspection pursuant to the
freedom of information act, 1976 PA 442, MCL 15.231 to 15.246, to a

dat abase or other clearinghouse service nmaintained by the national
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associ ation of insurance conm ssioners or its affiliates or
subsi di ari es.

(6) An insurer, the authorized representative of the insurer
or an insurance producer that fails to report as required under
section 1208b or this section or that is found to have reported
with actual malice by a court of conpetent jurisdiction may, after
notice and hearing, have its license or certificate of authority
suspended or revoked and may be fined —under—section—1244— AS
PROVIDED I N THI S ACT.

Sec. 1371. (1) An insurer failing, wthout just cause, to file
a registration statenment as required in this chapter shall be
required, after notice and hearing, to pay a penalty of —-$1,-000-00
$2, 000. 00 for each day's delay, up to a maxi num of —$50,-000-00
$100, 000. 00, to be recovered by the conm ssioner and paid into the
general fund. The conmm ssioner may reduce the penalty if the
i nsurer denonstrates to the comm ssioner that the inposition of the
penalty woul d constitute a financial hardship to the insurer

(2) Every director or officer of an insurance hol di ng conpany
system who knowi ngly violates, knowi ngly participates in or assents
to, or with actual know edge pernmits any of the officers or agents
of the insurer to engage in material acts, om ssions, or
transacti ons or nake investnents that have not been properly
reported or submitted pursuant to section 1324, 1341, or 1343,
that, with respect to material transactions, violate this chapter,
or that result in material false or msleading statenents to the
commi ssioner with respect to the financial condition of the insurer

or any of its affiliates shall pay, in their individual capacity, a
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civil forfeiture of not nore than —$16,0600-00— $20, 000. 00 per
violation, after notice and hearing before the conm ssioner. In
determi ning the anount of the civil forfeiture, the conm ssioner
shal | take into account the appropriateness of the forfeiture with
respect to the gravity of the violation, the history of previous

vi ol ations, and other matters as justice requires. In addition, a
violation of this subsection shall constitute grounds for renoval

of the director or officer fromany position of trust or
responsibility in any insurer domciled in this state in accordance
Wi th the procedures established in section 250.

(3) If it appears to the conm ssioner that an insurer subject
to this chapter or any insurer's director, officer, enployee, or
agent has engaged in any transaction or entered into a contract
that is subject to section 1341 or 1344 and that woul d not have
been approved had approval been requested, the comm ssioner nmay
order the insurer to cease and desist imediately any further
activity under that transaction or contract. After notice and
hearing, the comm ssioner may al so order the insurer to void any
such contract, transaction, or distribution, and restore the status
quo if that action is in the best interest of the policyhol ders,
creditors, or the public.

(4) If it appears to the conm ssioner that an insurer or an
insurer's director, officer, enployee, or agent has conmtted a
willful violation of this chapter, the conm ssioner may cause
crimnal proceedings to be instituted in the circuit court for the
county in which the principal office of the insurer is |ocated or

if the insurer has no such office in the state, then in the |Ingham
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county circuit court against the insurer or the insurer's
responsi bl e director, officer, enployee, or agent. An insurer
willfully violating this chapter may be fined not nore than
$50,000-00— $100,000.00. An individual willfully violating this
chapter may be fined not nore than —$16,000-00— $20,000.00 or, if
the willful violation involves the deliberate perpetration of a
fraud upon the comm ssioner, inprisoned not nore than —2— 4 years,
or bot h.

(5) An officer, director, or enployee of an insurance hol di ng
conpany systemwho willfully and know ngly subscribes to or mekes
or causes to be made any fal se statenent, false report, or false
filing wwth the intent to deceive the comm ssioner in the
performance of his or her duties under this chapter, shall be
i mprisoned for not nmore than —2— 4 years, or fined —$16,-000-00
$20, 000. 00, or both. Any fines inposed shall be paid by the
of ficer, director, or enployee in his or her individual capacity.

Sec. 1952. A person who know ngly and —witfuby— W LLFULLY
violates or aids or abets directly or indirectly in a violation of
this chapter is guilty of a m sdemeanor —— puni shabl e by
i nprisonment for not nore than 1 year, or a fine of not nore than
$1,-600-00— $2, 000. 00, or both.

Sec. 2006. (1) A person nust pay on a tinely basis to its
i nsured, an individual or entity directly entitled to benefits
under its insured' s contract of insurance, or a third party tort
cl ai mant the benefits provided under the terns of its policy, or
in the alternative, the person nust pay to its insured, an

i ndi vidual or entity directly entitled to benefits under its
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insured's contract of insurance, or a third party tort claimant 12%
interest, as provided in subsection (4), on clains not paid on a
tinmely basis. Failure to pay clains on a tinely basis or to pay
interest on clains as provided in subsection (4) is an unfair trade
practice unless the claimis reasonably in dispute.

(2) A person shall not be found to have commtted an unfair
trade practice under this section if the person is found |iable for
a claimpursuant to a judgnment rendered by a court of |aw, and the
person pays to its insured, individual or entity directly entitled
to benefits under its insured' s contract of insurance, or third
party tort claimnt interest as provided in subsection (4).

(3) An insurer shall specify in witing the materials that
constitute a satisfactory proof of loss not |ater than 30 days
after receipt of a claimunless the claimis settled within the 30
days. If proof of loss is not supplied as to the entire claim the
anount supported by proof of |oss shall be considered paid on a
tinmely basis if paid within 60 days after receipt of proof of |oss
by the insurer. Any part of the renmainder of the claimthat is
| ater supported by proof of |oss shall be considered paid on a
tinmely basis if paid within 60 days after receipt of the proof of
| oss by the insurer. If the proof of |oss provided by the clai mant
contains facts that clearly indicate the need for additiona
nmedi cal information by the insurer in order to determne its
l[iability under a policy of life insurance, the claimshall be
considered paid on a tinmely basis if paid within 60 days after
recei pt of necessary nedical information by the insurer. Paynment of

a claimshall not be untinmely during any period in which the
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insurer is unable to pay the claimwhen there is no recipient who
is legally able to give a valid release for the paynent, or where
the insurer is unable to determne who is entitled to receive the
paynment, if the insurer has pronptly notified the claimant of that
inability and has offered in good faith to pronptly pay the claim
upon determ nation of who is entitled to receive the paynent.

(4) If benefits are not paid on a tinely basis the benefits
pai d shall bear sinple interest froma date 60 days after
satisfactory proof of |oss was received by the insurer at the rate
of 12% per annum if the claimant is the insured or an individual
or entity directly entitled to benefits under the insured' s
contract of insurance. If the claimant is a third party tort
claimant, then the benefits paid shall bear interest froma date 60
days after satisfactory proof of |oss was received by the insurer
at the rate of 12% per annumif the liability of the insurer for
the claimis not reasonably in dispute, the insurer has refused
paynent in bad faith and the bad faith was determ ned by a court of
| aw. The interest shall be paid in addition to and at the tine of
paynment of the loss. If the |oss exceeds the limts of insurance
coverage avail able, interest shall be payabl e based upon the limts
of insurance coverage rather than the amount of the loss. If
paynment is offered by the insurer but is rejected by the clai mant,
and the cl ai mant does not subsequently recover an anmount in excess
of the anmount offered, interest is not due. Interest paid pursuant
to this section shall be offset by any award of interest that is
payabl e by the insurer pursuant to the award.

(5) If a person contracts to provide benefits and reinsures
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all or a portion of the risk, the person contracting to provide
benefits is liable for interest due to an insured, an individual or
entity directly entitled to benefits under its insured s contract
of insurance, or a third party tort claimnt under this section
where a reinsurer fails to pay benefits on a tinely basis.

(6) If there is any specific inconsistency between this
section and sections 3101 to 3177 or the worker's disability
conpensati on act of 1969, 1969 PA 317, MCL 418.101 to 418.941, the
provi sions of this section do not apply. Subsections (7) to (14) do
not apply to an entity regulated under the worker's disability
conpensati on act of 1969, 1969 PA 317, MCL 418.101 to 418.941.
Subsections (7) to (14) do not apply to the processing and payi ng
of medicaid clainms that are covered under section 111i of the
soci al welfare act, 1939 PA 280, MCL 400.111i.

(7) Subsections (1) to (6) do not apply and subsections (8) to
24— (13) do apply to health plans when paying clainms to health
prof essionals and health facilities that are not pharnacies and
that do not involve clains arising out of sections 3101 to 3177 or
the worker's disability conpensation act of 1969, 1969 PA 317, MCL
418.101 to 418. 941.

(8) Each health professional and health facility in billing
for services rendered and each health plan in processing and payi ng
clains for services rendered shall use the following tinely
processi ng and paynment procedures:

(a) Aclean claimshall be paid within 45 days after receipt
of the claimby the health plan. A clean claimthat is not paid

W thin 45 days shall bear sinple interest at a rate of 12% per
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annum

(b) A health plan shall notify the health professional or
health facility within 30 days after receipt of the claimby the
health plan of all known reasons that prevent the claimfrom being
a clean claim

(c) A health professional and a health facility have 45 days,
and any additional time the health plan permits, after receipt of a
noti ce under subdivision (b) to correct all known defects. The 45-
day tinme period in subdivision (a) is tolled fromthe date of
receipt of a notice to a health professional or health facility
under subdivision (b) to the date of the health plan's receipt of a
response fromthe health professional or health facility.

(d) If a health professional's or health facility's response
under subdivision (c) nmakes the claima clean claim the health
pl an shall pay the health professional or health facility within
the 45-day tinme period under subdivision (a), excluding any tine
period tolled under subdivision (c).

(e) If a health professional's or health facility's response
under subdivision (c) does not nake the claima clean claim the
heal th plan shall notify the health professional or health facility
of an adverse claimdeterm nation and of the reasons for the
adverse claimdeterm nation within the 45-day tine period under
subdi vision (a), excluding any time period tolled under subdivision
(c).

(f) A health professional or health facility shall bill a
health plan within 1 year after the date of service or the date of

di scharge fromthe health facility in order for a claimto be a
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clean claim

(g) A health professional or health facility shall not
resubmt the sane claimto the health plan unless the tine frane in
subdi vision (a) has passed or as provided in subdivision (c).

(9) Notices required under subsection (8) shall be made in
witing or electronically.

(10) If a health plan determ nes that 1 or nore services
listed on a claimare payable, the health plan shall pay for those
services and shall not deny the entire claimbecause 1 or nore
ot her services listed on the claimare defective. This subsection
does not apply if a health plan and heal th professional or health
facility have an overriding contractual reinbursenent arrangenent.

(11) A health plan shall not termnate the affiliation status
or the participation of a health professional or health facility
wi th a health maintenance organi zati on provi der panel or otherw se
di scrimnate against a health professional or health facility
because the health professional or health facility clainms that a
heal th plan has viol ated subsections (7) to (10).

(12) A health professional, health facility, or health plan
alleging that a tinmely processing or paynent procedure under
subsections (7) to (11) has been violated may file a conplaint with
t he comm ssioner on a form approved by the comm ssioner and has a
right to a determnation of the matter by the conmm ssioner or his
or her designee. This subsection does not prohibit a health
prof essional, health facility, or health plan from seeking court
action. A health plan described in subsection (34){e){iy

(13)(C)(iv) is subject only to the procedures and penalties provided

02504' 05 * DKH



© 00 N oo o0~ wWw N P

N N N N N N NN R P P P R R R R Rk R
N~ o o0 A WN P O ©O 00N O O~ WDN O

34

for in subsection (13) and section 402 of the nonprofit health care
corporation reformact, 1980 PA 350, MCL 550.1402, for a violation
of a tinely processing or paynment procedure under subsections (7)

to (11).

(13) —34)— As used in subsections (7) to (33— (12):

(a) "Clean claint nmeans a claimthat does all of the

fol |l ow ng:

(1) Identifies the health professional or health facility that
provi ded service sufficiently to verify, if necessary, affiliation
status and includes any identifying nunbers.

(1i) Sufficiently identifies the patient and health plan
subscri ber.

(iii) Lists the date and place of service

(iv) I's a claimfor covered services for an eligible
i ndi vi dual .

(v) If necessary, substantiates the nedical necessity and
appropri ateness of the service provided.

(vi) If prior authorization is required for certain patient
services, contains information sufficient to establish that prior
aut hori zati on was obt ai ned.

(vii) ldentifies the service rendered using a generally
accepted system of procedure or service coding.

(wviii) I ncludes additional docunentation based upon services
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rendered as reasonably required by the health plan.

(b) "Health facility" neans a health facility or agency
licensed under article 17 of the public health code, 1978 PA 368,
MCL 333.20101 to 333.22260.

(c) "Health plan" nmeans all of the follow ng:

(1) An insurer providing benefits under an expense-incurred
hospital, nedical, surgical, vision, or dental policy or
certificate, including any policy or certificate that provides
coverage for specific diseases or accidents only, or any hospital
i ndemni ty, nedicare supplenent, long-termcare, or 1-tinme limted
duration policy or certificate, but not to paynents nade to an
adm ni strative services only or cost-plus arrangenent.

(1i)) A MEWA regul ated under chapter 70 that provi des hospital,
nmedi cal, surgical, vision, dental, and sick care benefits.

(1it) A heal th mai ntenance organi zation |icensed or issued a
certificate of authority in this state.

(iv) A health care corporation for benefits provided under a
certificate issued under the nonprofit health care corporation
reformact, 1980 PA 350, MCL 550. 1101 to 550.1704, but not to
paynments nmade pursuant to an administrative services only or cost-
pl us arrangenent.

(d) "Health professional” neans a health professional |icensed
or registered under article 15 of the public health code, 1978 PA
368, MCL 333.16101 to 333.18838.

Sec. 2039. An order issued by the conm ssioner pursuant to
this chapter shall beconme final AS FOLLOWE:

(a) Upon the expiration of the tine allowed for filing a
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petition for reviewif a petition has not been duly filed within

that tinme, except that the comm ssioner nmay thereafter nodify or

set aside his OR HER order. —teotheextentprovidedin-section
2038(2)—

(b) Upon the final decision of the court if the court directs
that the order of the conm ssioner be affirnmed or the petition for
revi ew di sm ssed.

Sec. 2055. (1) If any insurance corporation organi zed or
operating within this state shall, by neans of any adverti senent,
circular, notice, or statenent, printed or witten, published,
posted, or circul ated through and by the agency of any officer,
agent, or other person, or by any other neans, falsely represent or
hold out to the public that the capital stock of —sueh— THE conpany
is greater than its actual anmount, or that the accumnul ati on of
sueh— THE insurer is greater than its actual cash or market val ue,
or shall represent the financial condition to be other than it
actually is or was at the tinme of maki ng —sueh— THE stat enent,
every director or officer of —sueh— THE insurer guilty of any
participation therein —shall—be-deered— IS guilty of a m sdeneanor

ahd—oen—convi-cti-on—thereofshall—be punished— PUNI SHABLE by a fine
not—exceeding—$100-00— OF NOT MORE THAN $1, 000. 00, or by
i mprisonnment —A—the—ecountyja-t—not—exceeding—3— FOR NOT MORE THAN
6 nmont hs, or —by— both. —suehfineandinprisonrent—in—the
di-scretion of the court .

(2) If any —sueh— insurer, after —sueh— A fal se adverti senent,
circular, notice, or statenent —shal—have— UNDER SUBSECTI ON (1)
HAS been published, posted, or circul ated, —-shal—+reeceive— RECElI VES
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any noney, note, or obligation for the paynent of noney, from any
person, as a consideration for any insurance nmade or policy issued
or to be issued by —sueh— THE insurer, —sueh— THAT noney, note, or
obligation shall be —deered-andtaken— CONSI DERED to have been
received without consideration; and the directors of —sueh— THE
insurer, and any officer or agent receiving the sane, shall be
jointly and severally liable in an action of assunpsit for the
repaynment —thereef— OF THE MONEY, NOTE, OR OBLI GATI ON, and shal
also, in |like manner, be liable to the person insured for the
amount of the insurance.

(3) Any —suech— fal se advertisenent, circular, notice, or
st at enent —shal—be— UNDER SUBSECTION (1) IS sufficient ground for
proceedi ngs in any court of conpetent jurisdiction to forfeit the
chartered privil eges of —sueh— THE i nsurer, or for an order
prohibiting the further transaction of business by it within this
state. —Proevidedi—Fhat— HONEVER, no such forfeiture shall be
declared on that ground solely, if it shall appear either that the
publication was by m stake, or that the directors, officers, or
agents naking the sane have been di sm ssed fromthe service of
sueh— THE insurer, and that the insurer has published —sdeh— A true
statenent of its affairs as may have been directed by the
conmmi Sssi oner ——— or —sdeh— court.

(4) Any officer or agent guilty of any intentional violation

of this section, or who aids or abets others in any such violation,

shal-—be-deeped— | S guilty of a m sdeneanor —and—upen—ecoenv-etion

thereof—shall—be punished— PUNI SHABLE by a fine —nhet—exceeding
$1,-000-00— OF NOT MORE THAN $7, 000. 00, or by inprisonment —het
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exceeding6—+ronths— FOR NOT MORE THAN 1 YEAR, or —by— both. —sueh
. L . _ i : I .
Sec. 2057. (1) —Ne— AN insurer —er— AND A departnent or

general agency of an insurer, doing business in this state, —er
AND its officers or agents, shall NOT issue any false or m sleading
advertisenent through newspapers or other periodicals, or any false
or m sleading representations by signs, cards, |etterheads, or
ot her stationery, tending to conceal or m srepresent the true
identity of the issuer or insurer —whieh— THAT is carrying the
[Tability under any policy issued in this state. —Ner—shal—any— AN
i nsurer —er— AND A departnent or general agency of an insurer,
doing business in this state, SHALL NOT i ssue any advertisenment or
representati on of any character, giving the appearance of a
separate or independent insuring organization on the part of any
departnment or general agency, and the type or lettering used in any
advertisenent or representation shall set forth the nane of the
conmpany or organization assum ng the risk nore conspicuously than
that of any departnent or general agency.

(2) —Nethingherein—econtatned-shall—beconstruedastHmting
THI'S SECTION DOES NOT LIMT the right of any representative of a
fire insurance conpany to advertise his OR HER own indivi dua
busi ness.

(3) -Aay— A violation of this section —shall—be punished— | S
PUNI SHABLE AS A M SDEMEANOR AND by a fine OF not —execeeding
$500--00,—as—a—mi-sderpanor— MORE THAN $3, 500. 00.

Sec. 2062. (1) It —shatl—be— IS unlawful for any person in any

report required by |law to be nade by any insurance corporation,
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organi zed or authorized to do business in this state, to make any

such— statenment or report as to fraudulently conceal the rea

facts. —andif—intentionallysormadeshall—ifthe insurer—is

(2) Any officer or agent guilty of —anry—sueh— A fraudul ent
st at enent UNDER SUBSECTION (1) or of any intentional violation of

this section, or who aids or abets others in any such violation,

shal-—be-deeped— | S guilty of a m sdeneanor —and—upen—ecoenvetion

thereot—shall—bepunished— PUNI SHABLE by a fine —net—exceeding
$1.000-00— OF NOT MORE THAN $7, 000. 00, or by inprisonnent —net

exceeding—6— FOR NOT MORE THAN 12 nonths, or —by— both. —suehfine
and—rprtsonrent—in—the diseretionof the court—

Sec. 2069. Any insurer, agent, solicitor, or any person, firm
associ ation, or corporation, violating any of the provisions of
sections 2064 and 2066 —shal—be— IS guilty of a m sdenmeanor. Upon
conviction of violating section 2066 the of fender shall be
sentenced to pay a fine of not nore than —$106-00— $200.00 for each
vi ol ati on — or —nthe diseretionof theecourt;— to inprisonnment
in the county jail of the county in which the offense is commtted.
Upon conviction of violating section 2064 the of fender shall be
sentenced to pay a fine of not nore than —$1-0006-00— $2,000.00 for
each violation — or —nAthe diseretionof the ecourt— to

i mprisonment in the county jail of the county in which the offense
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is commtted FOR A TERM NOT TO EXCEED ONE YEAR

Sec. 2077. (1) —Ne— A person shall NOT require, as a condition
precedent to the | ending of noney or extension of credit, or any
renewal —thereef— OF THE LOAN OR EXTENSI ON, that the person — to
whom —sueh— THE noney or credit is extended or whose obligation the
creditor is to acquire or finance, negotiate any policy or contract
of insurance through a particular insurance agent or with a
particul ar insurer. —Ne— A person engaged in the business of
financing real or personal property, other than notor vehicles, or
of | ending noney or extending credit, shall NOT, directly or
indirectly, require —that— the borrower TO pay a consideration of
any kind to substitute the insurance policy of 1 insurer for that
of anot her.

(2) If an instrument requires that a purchaser, nortgagor, or
borrower furnish insurance of any kind on real property being
conveyed or —whieh— THAT is collateral security to a |oan, the
vendor, nortgagee, or lender shall refrain fromusing or disclosing
any —sdueh— information to his OR HER own advantage or to the
detrinent of the purchaser, nortgagor, borrower, insurance conpany,
or agency conplying with —sueh— THE requirenent.

(3) This section shall not be construed as forbidding the
vendor or creditor from exercising a reasonable right to approve or
di sapprove the insurance selected by the debtor for protection of
the property securing the credit or lien, but the vendor or
creditor shall not disapprove a policy —whieh— THAT contains
coverages in excess of the basic coverage required by the vendor or

creditor.
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(4) —Nething—inthis— TH S section —shal— DOES NOT forbid any
insurer fromrequiring as a condition precedent for the I ending of
its own funds that the debtor insure his OR HER own life for a
reasonabl e anount with —sbueh— THE i nsurer

(5) Each violation of this section —shal—be— IS a m sdeneanor
+— puni shable by a fine of not nore than —$100--00— $600. 00.

Sec. 2080. (1) It —shall—be— IS unlawful for any life or
accident insurer authorized to do business in this state to own,
manage, supervise, operate, or maintain a nortuary or undertaking
establishnent, or to permt its officers, agents, or enployees to
own or maintain any such funeral or undertaking establishnent.

(2) Except as otherw se provided in subsection (6), it —shat-
be— IS unlawful for any life insurance, sick or funeral benefit
company, oOr any conpany, corporation, or association engaged in a
simlar business to contract or agree with any funeral director,
undertaker, or nortuary to the effect that such funeral director
undertaker, or nortuary shall conduct the funeral of any person
i nsured by —sueh— THE conpany, corporation, or association.

(3) A funeral establishnent, cenetery, or seller shall not be
Iicensed as an insurance —agent— PRODUCER under chapter 12 ot her
than as a limted |icensee pursuant to this subsection and chapter
12. A funeral establishnent, cenetery, or seller shall not be a
limted Iife insurance agent unless that funeral establishnent,
cenetery, or seller provides a witten assurance to the
conmi ssioner at the tinme of application for the [imted |icensure
and with each renewal thereof that he or she has read and

understands the conditions contained in subsection (9) and agrees
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to comply with those conditions. A person licensed as a limted
life insurance —agent— PRODUCER under this subsection and chapter
12 shall be authorized and licensed to sell only associated life

i nsurance policies or annuity contracts and shall not be authorized
or licensed to sell any other type of insurance policy or annuity
contract. A person licensed as a limted life insurance —agent
PRODUCER under this subsection and chapter 12 to sell associ ated
life insurance policies or annuity contracts shall not sel

cenmetery goods or services or funeral goods or services unless al

of the conditions provided in subsection (9) are net. A person
licensed as a life insurance —agent— PRODUCER, other than a |linmted
life insurance —agent— PRODUCER, shall not sell cenetery goods or
services or funeral goods or services or be associated with a
funeral establishment, cemetery, or seller. Notw thstandi ng any
other provision in this act, a funeral establishnent, cenetery, or
sell er may advise custonmers or potential custoners of the

avai lability of life insurance, the proceeds of which nmay be

assi gned pursuant to subsection (6), and may provi de application
forms and other information in regard to —sueh— THAT life

i nsurance. |If an application formis provided, the funeral
establishnent, cenetery, or seller shall also provide to the person
a list annually prepared by the comm ssioner setting forth the life
i nsurance conpani es offering in Mchigan associated life insurance
policies or annuity contracts. The list shall include the nane,
address, and tel ephone nunber of —an—-agenrt— A PRODUCER for each of
the Iife insurance conpanies listed. The list also shall include a

statenent that a person who is insured under any life insurance
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policy or annuity contract may assign all or a portion of the
proceeds, not to exceed the anount provided in subsection (6)(Q),
of the existing life insurance policy or annuity contract for the
paynment of funeral services and goods or cenetery services or goods
to any funeral establishnent, cenetery, or seller —whieh— THAT has
accepted any other assignment of an associated life insurance
policy or annuity contract during that cal endar year. The funera
establ i shnent, cenetery, or seller shall accept an assignnment on
the proceeds from any associ ated or nonassociated |ife insurance
policy or annuity contract pursuant to subsection (6), and this
requi renent on the funeral establishment, cenmetery, or seller shal
be set forth in the statenent prepared by the insurance
conmmi ssi oner. The assignor or the person or persons |egally
entitled to make funeral arrangenents for the person whose life was
insured may contract with the funeral establishment, cenetery, or
seller of his or her choice for the rendering of the funeral goods
or services or cenetery goods or services. Each associated life

i nsurance policy or annuity contract delivered or issued for
delivery in this state shall have a death benefit that is
sufficient to cover the initial contract price of the cenetery
goods or services or funeral goods or services and that increases
at an annual rate of not |ess than the consuner price index.

(4) A person shall not be designated as the beneficiary in any
policy of life or accident insurance whereby the beneficiary,
directly or indirectly, shall, in return for all or a part of the
proceeds of —sueh— THE policy of insurance, furnish cenetery

services or goods or funeral services or goods in connection
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therew t h.

(5) Except as otherw se provided in subsection (6), it —shat-
be— IS unlawful for any life or accident, or sick or funeral
benefit company, or any person, conpany, corporation, or
association, to offer or furnish goods or services or anything but
noney to its insureds or to his or her heirs, representatives,
attorneys, relatives, associates, or assigns in any connection
with, or by way of encunbrance, assignnment, paynent, settlenent,
sati sfaction, discharge, or release of any insurance policy.
However, this subsection —shall— DCES not prohibit any conpany,
corporation, or association fromfurnishing nmedical, surgical, or
hospi tal service

(6) Notwi thstanding any other provision in this act, alife
insurer may wite a life insurance policy or annuity contract
whi-eh— THAT is subject to an assignnment of the proceeds of the
i nsurance policy or annuity contract as paynent for cenetery
services or goods or funeral services or goods as provided in this
subsection regardl ess of the relationship between the life insurer
and the assignee. An assignnment of the proceeds of the insurance
policy or annuity contract pursuant to this subsection shall be in
witing on a form approved by the conm ssioner. A predeath
assi gnnment of the proceeds of a life insurance policy or annuity
contract as paynent for cenetery or funeral services or goods is
void unless all of the followng conditions and criteria are net:

(a) The assignment is an inseparable part of the contract for
the cenetery services or goods or funeral services or goods for

whi ch the assigned proceeds serve as paynent.
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(b) The assignment is revocable by the assignor, assignor's
successor, or if the assignor is the insured by the representative
of the insured' s estate prior to the provision of the cenetery
services or goods or funeral services or goods.

(c) The contract for funeral services or goods or cenetery
services or goods and the assignnent provide that upon revocation
of the assignnent, the contract for the cenetery services or goods
or funeral services or goods is revoked and cenetery services or
goods or funeral services or goods may be obtained from any
cenetery, funeral establishnment, or seller

(d) The assignment contains the follow ng disclosure in
bol df aced type:

"This assignnment nmay be revoked by the assignor or assignor's
successor or, if the assignor is also the insured and deceased, by
the representative of the insured's estate before the rendering of
the cenetery services or goods or funeral services or goods. If the
assignment is revoked, the death benefit under the life insurance
policy or annuity contract shall be paid in accordance with the
beneficiary designation under the insurance policy or annuity
contract."

(e) The assignnment provides for all of the follow ng:

(1) That the actual price of the cenetery services or goods or
funeral services or goods delivered at the tinme of death nay be
nore than or less than the price set forth in the assignnent.

(1i) For the assignnent of an associated |ife insurance policy
or annuity contract, that any increase in the price of the cenetery

services or goods or funeral services or goods shall not exceed the
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ultimate death benefit under the life insurance policy or annuity
contract.

(1it) For the assignnent of a nonassociated |ife insurance
policy or annuity contract, that any increase in the price of the
cenmetery services or goods or the funeral services or goods shal
not exceed the consumer price index or the retail price list in
ef fect when the death occurs, whichever is |ess.

(iv) That if the ultimate death benefit under a life insurance
policy or annuity contract exceeds the price of the cenetery
services or goods or funeral services or goods at the tine of
performance, the excess anount shall be distributed to the
beneficiary desi gnated under the |ife insurance policy or annuity
contract or the insured' s estate.

(v) That any addition to or nodification of the contract for
cenetery services or goods or funeral services or goods does not
revoke the assignnent or the contract for the cenetery services or
goods or funeral services or goods —whieh— THAT are not affected by
the addition or nodification for which the assigned proceeds are
paynment unl ess the assignnent is revoked.

(f) The assignnment is limted to that portion of the proceeds
of the life insurance policy or annuity contract —whieh— THAT is
needed to pay for the cenetery services or goods or funera
services or goods for which the assignor has contracted.

(g) —+Atheecaseof— FOR an associated |ife insurance policy
or annuity contract, the death benefit of the life insurance policy
or annuity contract —whieh— THAT is subject to the assignnment does

not exceed $5, 000.00 when the first prem um paynent is nmade on the
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life insurance policy or annuity contract. —+Atheecaseof— FOR a
nonassoci ated life insurance policy or annuity contract, the
initial amount of proceeds assigned does not exceed $5,000.00. The
maxi mum anounts in this subdivision shall be adjusted annually in
accordance with the consuner price index.

(h) The assignnment shall contain the dispute resolution rights
set forth in subsection (8). After the death of the insured but
before the cenetery services or goods or funeral services or goods
are provided, the funeral establishnment, cenetery, or seller shal
provide to a representative of the insured' s estate a separate
docunent entitled, "dispute resolution disclosure statenent,” which
shall clearly set forth the dispute resolution rights set forth in
subsection (8). The dispute resol ution disclosure statenent shall
be filed with the comm ssioner and shall be consi dered approved
unl ess di sapproved within 30 days after the subm ssion. The
| anguage used to set forth the dispute resolution rights in
subsection (8) shall be witten in a manner cal cul ated to be
understood by a person of ordinary intelligence.

(1) The assignor and not the assignee is responsible for
maki ng the prem um paynents due on the life insurance policy or
annuity contract. This subdivision does not apply to an insurance
agent— PRODUCER when acting as a fiduciary pursuant to section
1207.

(j) After the death of the insured but before the cenetery
services or goods or funeral services or goods are provided, the
representative of the insured's estate is provided with a current

price list for the cenetery services or goods or funeral services
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or goods provided pursuant to the assignnent.

(k) At the tine the assignnment is made, the assignee conplies
with the price disclosure rules of the federal trade conmm ssion
prescribed in 16 -G FR— CFR, part 453, whether or not the rules
by their own terns apply to the offering.

() At the tine the assignnment is nmade, the assignor certifies
that the insured does not have in effect other |ife insurance
policies or annuity contracts that have been assi gned as paynent
for cenetery goods or services or funeral goods or services which
together with the additional assignnment woul d have an aggregate
face value in excess of the limtation provided in subdivision —(hy
(G.

(m For the assignnment of a nonassociated |life insurance
policy or annuity contract, the assignnent conplies with both of
the foll ow ng:

(1) The assignnent is sufficient to cover the initial contract
price of the cenetery goods or services or funeral goods or
servi ces.

(1i)) The assignnent provides that any increase in the price of
the cenetery services or goods or the funeral services or goods
shal | not exceed the consuner price index or the retail price |ist
in effect when the death occurs, whichever is |ess.

(7) An insurer or an insurance agent shall not nmake a fal se or
m sl eadi ng statenent, oral or witten, regarding an assi gnnent
subj ect to subsection (6) or regarding the rights or obligations of
any party or prospective party to such an assignnment. An insurer or

an insurance agent shall not advertise or pronote an assi gnnent
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subj ect to subsection (6) in a manner —-whieh— THAT is fal se,

m sl eadi ng, deceptive, or unfair. The comm ssioner shall promnul gate
rules regulating the solicitation of plans pronoting assignnents
subj ect to subsection (6) to protect against solicitations —which
THAT are intimdating, vexatious, fraudulent, or msleading, or

whi ch take unfair advantage of a person's ignorance or enotiona

vul nerability.

(8) After the cenetery services or goods or funeral services
or goods are provided, the funeral establishnent, cenetery, or
seller shall provide to a representative of the insured' s estate a
statenent to be signed by the representative of the insured's
estate authorizing the rel ease of the assignnent proceeds for the
paynment of the cenetery services or goods or funeral services or
goods. The insurer shall release to the funeral establishnent,
cenetery, or seller the assignnent proceeds upon receipt of the
aut horization statement signed by a representative of the insured's
estate. If a representative of the insured' s estate fails to sign
the authorization statenent, the follow ng shall take place:

(a) The funeral establishnment, cenetery, or seller shal
provide the representative of the insured s estate with a dispute
resolution notice, a copy of which is to be sent to the insurer and
t he insurance conmm ssioner that states all of the follow ng:

(i) That the funeral establishment, cenetery, or seller has
provi ded the cenetery services or goods or funeral services or
goods.

(i) That a representative of the insured' s estate has refused

to authorize the insurer to rel ease the assignnment proceeds for the
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paynment of the cenetery services or goods or funeral services or
goods.

(ii)  That a representative of the insured' s estate may seek
arbitration to resolve the paynent dispute.

(b) Upon the receipt of the dispute resolution notice
descri bed in subdivision (a), the insurer shall retain the
assi gnnment proceeds for 30 days. The insurer shall release the
assi gnment proceeds to the funeral establishnent, cenetery, or
seller if after the expiration of the 30 days the insurer is not
informed that arbitration proceedi ngs have been comenced, or
pursuant to the award of the arbitrator.

(c) The funeral establishnent, cenetery, seller, or a
representative of the insured' s estate may commence arbitration
proceedi ngs to determ ne the disposition of the assignnent
proceeds. Arbitration shall be conducted pursuant to the rules and
procedures of the Anerican arbitration associ ati on. Expenses of the
arbitration shall be shared equally by the insured' s estate and the
assi gnee unl ess otherw se ordered by the arbitrator

(d) Nothing in this subsection —shalH—t+mt— LIMTS the right
of any party involved in the paynent dispute to seek other recourse
permtted by | aw

(9) Alife insurance —agent— PRODUCER shall not sell or
solicit the sale of a life insurance policy or annuity contract
with the intention of having the purchaser assign the proceeds of
the policy or contract to a funeral establishnent, cenetery, or
seller with which the —agent— PRODUCER i s associ ated unless all of

the follow ng conditions are net:
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(a) The —agent— PRODUCER shall disclose in witing to the
purchaser the nature of his or her association with the funera
establ i shnent, cenetery, or seller and that both the funeral
establishnent, cenetery, or seller and the agent will or may profit
fromthe transaction, if that is the case.

(b) A funeral establishnent, cenetery, or seller —whieh— THAT
accepts assignnments pursuant to subsection (6) shall also offer to
sell or provide cenetery goods or services or funeral goods or
funeral services pursuant to prepaid funeral contracts as provi ded
in the prepaid funeral —eentractfunding—act— AND CEMETERY SALES
ACT, 1986 PA 255, MCL 328.211 TO 328.235, or pursuant to the trust
provi sions of the cenetery regulation act, —-Aet—No—251ofthe
Puble—Acts—ol 1968 betngsecttons—456-521 o456 543 of the
M-ehi-gan—Conpited—taws— 1968 PA 251, MCL 456. 521 TO 456. 543.

(c) If the contenpl ated assignnent is to be made to pay the
cost of cenetery goods or services or funeral goods or funeral
services, the agent shall disclose in witing to the purchaser that
the cenetery goods or services or funeral goods or services may
al so be purchased prior to death by maki ng paynent directly to a
funeral establishnment, cenmetery, or seller who will hold funds in
escrow for the benefit of the purchaser pursuant to the prepaid
funeral —eentractfunding—act— AND CEMETERY SALES ACT, 1986 PA 255,
MCL 328.211 TO 328.235, or in trust pursuant to the provisions of
the cenetery regul ati on act, —-Aet—No—251 of the PublieActs—of
1968— 1968 PA 251, MCL 456. 521 TO 456.543. The written disclosure
shall al so state that upon cancellation of the prepaid funera

contract, the purchaser is entitled to a refund of at |east 90% of
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the principal and i ncone earned.

(d) The sale of cenmetery goods or services or funeral goods or
services shall not be conditioned on the purchaser buying or
agreeing to buy a life insurance policy or annuity contract or on
t he assignnent of the proceeds of the policy or contract to that
funeral establishment, cenetery, or seller

(e) The sale of a life insurance policy or annuity contract
shall not be conditioned on the purchaser buying or agreeing to buy
cenetery goods or services or funeral goods or services fromthe
funeral establishment, cenetery, or seller with which the agent is
associ ated or on the assignnment of the proceeds of the policy or
contract to that funeral establishnent, cenetery, or seller.

(f) A discount fromthe current price of cenmetery goods or
services or funeral goods or services shall not be offered as an
i nducenment to purchase or assign a life insurance policy or annuity
contract.

(g) The life insurance policy or annuity contract sold by the
agent may be cancel ed by the purchaser within 10 days after the
recei pt of the policy or annuity contract, in which event a ful
refund of all prem unms shall be paid to the purchaser

(h) The agent shall disclose in witing to the purchaser that
the funeral establishnment, cenetery, or seller with which the agent
is associated will accept assignnments of |ife insurance policies or
annuity contracts sold by any other |icensed agent.

(10) The conmm ssioner or any other person, in order to force
conpliance with subsection (6) or (7), may bring an action in a

circuit court in any county in which the assignee or insurance
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agent— PRODUCER or any ot her person has solicited or sold a life

i nsurance policy or annuity contract that is assigned pursuant to
subsection (6), whether or not that person has purchased the life
i nsurance policy or annuity contract or is personally aggrieved by
a violation of this section. The court may award damages and issue
equi table orders in accordance with the M chigan court rules to

restrain conduct in violation of this section.

(11) —Any—person—violatingany—of the provisions— A VI OLATI ON
of this section —shall—be deered—guitty—of— IS a m sdeneanor, and
each violation thereof shall be a separate offense and upon
convi cti on —shal—bepunished— | S PUNI SHABLE by a fine not
exceedi ng —$1,-600-00— $2,000.00 or by inprisonnment for not nore

than 6 nonths, or both such fine and inprisonnment within the

di scretion of the courts.
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| o | oaal : . I
| : olati o Lo

(13) For purposes of this section, a life insurance —agent
PRODUCER i s associated with a funeral establishment, cenetery, or
seller if any of the follow ng apply:

(a) The —agent— PRODUCER is a funeral establishment, cenetery,
or seller.

(b) The —agent— PRODUCER owns an interest, directly or
indirectly, in a corporation or other entity —whieh— THAT hol ds an
interest in a funeral establishnment, cenetery, or seller.

(c) The —agent— PRODUCER is an officer, enployee, or agent of
a funeral establishment, cenmetery, or seller.

(d) The —agent— PRODUCER is an officer, enployee, or agent of
a corporation or other entity which holds an interest, either
directly or indirectly, in a funeral establishnent, cenetery, or
seller, or in a corporation or other entity —whieh— THAT hol ds an
interest, directly or indirectly, in a corporation or other entity
whi-eh— THAT holds an interest in a funeral establishnment, cenetery,
or seller.

(14) As used in this section:

(a) "Associated life insurance policy or annuity contract” is
a life insurance policy or annuity contract that is marketed,

desi gned, and intended to be assigned as paynent for cenetery goods
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or services or funeral goods or services.

(b) "Casket" neans any box or container consisting of 1 or
nore parts in which a dead human body is placed prior to internent,
entonbnent, or cremation —whieh— THAT nay or may not be pernmanently
interred, entonbed, or cremated with the dead human body. A
per manent internent or entonbnent receptacle —whieh— THAT is
desi gned or intended for use without a cenetery burial vault or
ot her outside container shall also be considered a casket.

(c) "Catafal qgue" neans an ornanental or decorative object or
structure —whieh— THAT is placed beneath, over, or around a casket,
vault, or a dead human body prior to final disposition of the dead
human body.

(d) "Cenetery"” neans that termas defined in but not
necessarily regul ated under section 2 of the cenmetery regul ation
act, —Aet—No—251 of the PublicActs o 1968, beingseection456-522
of—theM-echigan—Conpitedtaws— 1968 PA 251, MCL 456. 522, or an
of ficer, agent, or enployee thereof.

(e) "Cenetery burial vault or other outside container” nmeans a
box or contai ner —whieh— THAT is used solely at the place of
internent to permanently surround or enclose a casket and to
support the earth above the casket after burial.

(f) "Cenetery goods" neans land or interests in |land, crypts,
| awn crypts, mausol eumcrypts, or niches that are sold by a
cenetery. In addition, cenetery goods —-shal— include cenetery
burial vaults or other outside containers, markers, nonunents,
urns, and mnerchandi se itens used for the purpose of nenorializing a

decedent and placed on or in proximty to a place of interment or
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entonbnent of a casket, catafal que, or vault or to a place of
i nurnment —whieh— THAT are sold by a cenetery.

(g) "Cenetery services" nmeans those services customarily
performed by a cenetery.

(h) "Conbination unit" neans any product consisting of a unit
or a series of units —whieh—are— designed or intended to be used
together as both a casket and as a permanent burial receptacle.

(i) "Consuner price index" nmeans the annual average percentage
increase in the Detroit consunmer price index for all itens for the
prior 12-nonth period as reported by the United States departnment
of | abor, BUREAU OF LABOR STATISTICS, and as certified by the
conmi Ssi oner .

(j) "Funeral establishnment” neans a funeral establishnment or a
person who is engaged in the practice of nortuary science as those

ternms are defined in section 1801 of the occupational code, —-Aet

M-chi-gan—Conpiledtaws— 1980 PA 299, MCL 339.1801, or an officer

agent, or enployee thereof.

(k) "Funeral goods" neans itens of nerchandi se —whieh— THAT
will be used in connection with a funeral or an alternative to a
funeral or final disposition of human remains including, but not
l[imted to, caskets, other burial containers, conbination units,
and cat af al ques. Funeral goods does not include cenetery goods.

() "Funeral services" means services customarily perfornmed by

a person who is licensed pursuant to —seetions—1801to1812
ARTI CLE 12 of the occupational code, —-Act—No—299 of the Public
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Conpited—taws— 1980 PA 299, MCL 339.1801 TO 339.1812. Funeral
servi ces —neludes— I NCLUDE, but —+s— ARE not limited to, care of
human remai ns, enbal m ng, preparation of human remains for fina
di sposition, professional services relating to a funeral or an
alternative to a funeral or final disposition of human renains,
transportation of human remains, |inousine services, use of
facilities or equi pnment for view ng human remains, visitation,
menori al services, or services which are used in connection with a
funeral or alternative to a funeral, coordinating or conducting
funeral rites or cerenonies, and other services provided in
connection with a funeral, alternative to a funeral, or fina

di sposition of human remains.

(m "Nonassociated |ife insurance policy or annuity contract”
nmeans a life insurance policy or annuity contract that is not
mar ket ed to be assigned, designed to be assigned, or intended to be
assi gned as paynent for cenetery goods or services or funeral goods
or servi ces.

(n) "Representative of insured s estate" neans the person or
persons legally entitled to make the funeral arrangenents for the
person whose |ife was insured.

(o) "Seller" neans a person who offers to sell cenetery goods
or services or funeral goods or services or any agent, officer, or
enpl oyee t hereof.

Sec. 2082. (1) —Ne— A life insurer doing business in this

state shall NOT rmake any distinction or discrimnation between

deseent— | NDI VI DUALS BASED ON RACE OR COLCOR as to the prem uns or
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rates charged for policies upon the lives of —suech-persoens— THOSE

| NDI VI DUALS, or in any other manner. —whatever——nor—shall—any such
A LIFE insurer DO NG BUSINESS IN THI' S STATE SHALL NOT dermand or

require a greater prem um from —such—ecolored persons—thanis—at

Arer— AN | NDI VI DUAL BASED ON THAT | NDI VI DUAL' S RACE OR COLOR. A LI FE
I NSURER DO NG BUSI NESS IN THI S STATE SHALL NOT nake or require any
rebate, dimnution, or discount upon the anobunt to be paid on —sueh
A LI FE policy —+h—-ecaseof deathof suchcolored personinsured—nor
BASED ON AN I NDI VIDUAL' S RACE OR COLOR OR insert in the policy any
condition, —ner— OR nmake any stipul ati on whereby —sueh—persoen— THE
i nsured —shalH—bind— | NDI VI DUAL BI NDS hi nsel f OR HERSELF or his OR
HER heirs, executors, adnministrators, and assigns to accept any sum
| ess than the full amount or value of —sueh— THE policy in case of
a claimaccruing thereon by reason of the death of —sueh—person
THE insured , other than such as are Inposed on white persons in
stmtar—eases— | NDI VI DUAL, BASED ON THAT | NDI VI DUAL' S RACE OR
COLOR, and any such stipulations or conditions so nmade or inserted
shal-—be— ARE voi d.

(2) Any insurer —whieh— THAT viol ates any of the provisions of
this section shall forfeit to the state the sum of —$500-006
$3,500. 00 for each violation, to be recovered by the attorney
general by appropriate action in any court of conpetent
jurisdiction, and any judgnment —therefoer— may be collected in the
same manner as i s —hereirn— provided for collecting judgnents

rendered in favor of policyhol ders. —And—any— ANY officer or agent
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who vi ol ates —any—efthe provisions—of— this section —shall—be
deened— IS guilty of a m sdenmeanor ——and—upon—conviectionthereof

shal-—be—punished— PUNI SHABLE by i nprisonnent in the county jail
not—exceeding— FOR NOT MORE THAN 1 year, or by a fine of not I|ess

t han —$50-00— $350. 00, and not —exceeding—$500-00— MORE THAN
$3,500. 00, or —by— both. —suchfine—-andinprisonrent—in-the
di-scretion of the court .

Sec. 2086. Any physician who, as nedical exam ner for any life
or casualty insurer —— or —as—the referenceof—ornredical
exam-ner— for any person seeking THAT i nsurance —thererh—shal-
know ngly —ake—any— MAKES A fal se statenent or report to the
insurer, or —anRy— | NSURER officer, —thereefs— concerning the bodily
health or condition of —any— AN applicant for insurance, or
concerning any other matter or thing —whieh— THAT m ght affect the
propriety or prudence of granting —sueh— THAT insurance, -shal—be
deered— IS guilty of a m sdenmeanor ——and—oen—conviectionthereof -
shal—beliable-to— PUNI SHABLE BY a fine —net—exceedi-ng—$1,-000-00
OF NOT MORE THAN $7, 000.00, or —te— BY inprisonnent —ina—the-county

fat-—net—exceeding—3— FOR NOT MORE THAN 6 nont hs, —n-the
di-seretion—of the court—Andsuchphysieianshall— AND | S al so —be

liable to the insurer in an action on the case for the full anount

of any insurance obtained from -—-sueh— THE i nsurer by neans or

t hrough the assistance of —sueh— THE fal se statement or report.
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 nade a part of the
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policy or contract, a printed rider or —nderserent— ENDORSEMENT
formor formof 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 the —nsurance—buread— OFFI CE OF FI NANCI AL AND | NSURANCE
SERVI CES and approved by the comm ssioner as conformng with the
requirenments of this act and not inconsistent with the law. Failure
of the conm ssioner to act within 30 days after submttal
constitutes approval. Al such forns, except policies of disability
i nsurance as defined in section 3400, shall be plainly printed with
type size not |ess than 8-point unless the comm ssioner determnm nes
that portions of such a formprinted with type |l ess than 8-point is
not deceptive or m sl eadi ng.

(2) An insurer may satisfy its obligations to make form
filings by becom ng a nenber of, or a subscriber to, a rating
organi zation, licensed under section 2436 or 2630, which makes such
filings and by filing with the conm ssioner a copy of its
authorization of the rating organization to nake the filings on its
behal f. Every nmenber of or subscriber to a rating organization
shall adhere to the formfilings made on its behal f 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 organization affects the use of the substitute form the
insurer shall reviewits use and notify the conm ssioner whether to
withdraw its substitute form

(3) Begi nning January 1, 1992, the conm ssioner shall not

approve a formfiled pursuant to this section providing for or
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relating to an insurance policy or an annuity contract for
personal, famly, or household purposes if the formfails to obtain
the readability score or neet the other requirenents of this
subsection, 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
fol | ows:

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

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

(1it) Count the total nunber of syllables in the formor sanples
and divide the total nunmber of syllables by the total nunmber of
words. Multiply this quotient by a factor of 84.6. As used in this
subpar agraph, "syllable" nmeans a unit of spoken | anguage consi sting
of 1 or nore letters of a word as indicated by an accepted
dictionary. If the dictionary shows 2 or nore equally acceptable
pronunci ati ons of a word, the pronunciation containing fewer
syl | abl es may be used.

(iv) Add the figures obtained in subparagraphs (ii) and (iii) and
subtract this sumfrom 206. 835. The figure obtai ned equals the
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readability score for the form

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

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

(ii)) Aunit of words ending wwth a period, sem colon, or colon,
but excl udi ng headi ngs and captions, shall be counted as 1
sent ence.

(d) I'n determining the readability score, the nethod provided
i n subdivisions (b) and (c):

(i) Shall be applied to an insurance policy formor an annuity
contract, together with a rider or —nderserment— ENDORSEMENT form
usual |y 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,
ndorserents— ENDORSEMENTS, or group certificates pursuant to an
i nsurance policy formor annuity contract.

(1it) Shall not be applied to | anguage specifically agreed upon
t hrough col |l ective 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 follow ng:

(1) Topi cal captions.
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(1i)) 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 regardl ess of the nunber of words
shall contain a table of contents. This subdivision does not apply
t 0 —nderserents— ENDORSEMENTS.

(g) Each rider or —ndersenment— ENDORSEMENT form that changes
coverage shall do all of the foll ow ng:

(1) Contain a properly descriptive title.

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

(1i1) Be acconpani ed by an expl anation of the change.

(h) If a conputer system approved by the comm ssi oner
calcul ates the readability score of a formas being in conpliance
with this subsection, the formis considered in conpliance with the
readability score requirenents of this subsection

(4) After January 1, 1992, any change or addition to a policy
or annuity contract formfor personal, famly, or household
pur poses, whet her by —indersenrent— ENDORSEMENT, rider, or
ot herwi se, or a change or addition to a rider or —nderserent
ENDORSEMENT formto such policy or annuity contract form which
policy or annuity contract form has not been previously approved
under subsection (3), shall be submitted for approval pursuant to
subsection (3).

(5) Upon witten notice to the insurer, the comm ssioner may
di sapprove, w thdraw approval, or prohibit the issuance,

advertising, or delivery of any formto any person in this state if
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it violates any provisions of this act, or contains inconsistent,
anbi guous, or m sl eading cl auses, or contains exceptions and
conditions that unreasonably or deceptively affect the risk
purported to be assunmed in the general coverage of the policy. The
noti ce shall specify the objectionable provisions or conditions and
state the reasons for the comm ssioner's decision. If the formis
legally in use by the insurer in this state, the notice shall give
the effective date of the conmm ssioner's disapproval, which shal
not be |l ess than 30 days subsequent to the mailing or delivery of
the notice to the insurer. If the formis not legally in use, then
di sapproval shall be effective inmediately.

(6) If a formis disapproved or approval is wthdrawn under
the provisions of this act, the insurer is entitled upon demand to
a hearing before the comm ssioner or a deputy conm ssioner within
30 days after the notice of disapproval or of wthdrawal of
approval . After the hearing, the comm ssioner shall make findings
of fact and law, and either affirm nodify, or withdraw his or her
original order or decision.

(7) Any issuance, use, or delivery by an insurer of any form
wi t hout the prior approval of the comm ssioner as required by

subsection (1) or after w thdrawal of approval as provided by

subsection (5) constitutes a separate violation. —fer—whichthe
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(8) The filing requirements of this section do not apply to
any of the follow ng:

(a) Insurance against |oss of or damage to:

(1) I'nmports, exports, or donestic shipnents.

(i) Bridges, tunnels, or other instrunentalities of
transportati on and communi cati on.

(1i) Aircraft and attached equi prent.

(iv) Vessels and watercraft under construction or owned by or
used in a business or having a straight-line hull length 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, nmai ntenance, or use of:

(i) lmports, exports, or domestic shipnents.

(ii)) Aircraft and attached equi pnent.

(1i1) Vessels and watercraft under construction or owned by or
used in a business or having a straight-line hull |length of nore
than 24 feet.

(c) Surety bonds other than fidelity bonds.

(d) Policies, riders, —ndorsenments— ENDORSEMENTS, or forns of
uni que character designed for and used with relation to insurance
upon a particular subject, or that relate to the manner of
di stribution 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 holder. Beginning Septenmber 1, 1968, the comm ssi oner

by order may exenpt fromthe filing requirenments of this section
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and sections 2242, 3606, and 4430 for so long as he or she

consi ders proper any insurance docunent or form except that
portion of the docunent or formthat establishes a relationship

bet ween group disability insurance and personal protection

i nsurance benefits subject 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 considered unnecessary for the protection of the public.

I nsurance docunents or forms providing nedical paynents or incone
repl acenent benefits, except that portion of the docunment or form

t hat establishes a relationship between group disability insurance
and personal protection insurance benefits subject to exclusions or
deducti bl es pursuant to section 3109a, exenpt by order of the

commi ssioner fromthe filing requirenments of this section and
sections 2242 and 3606 are consi dered approved by the conm ssioner
for purposes of section 3430.

(e) Insurance that neets both of the follow ng:

(i) I's sold to an exenpt commercial policyhol der

(ii)) Contains a prom nent disclainer that states "This policy
is exenpt fromthe filing requirenents of section 2236 of the
i nsurance code of 1956, 1956 PA 218, MCL 500.2236." or words that
are substantially simlar.

(9) As used in this section and sections 2401 and 2601,
"exenpt commercial policyholder” nmeans an insured that purchases
the insurance for other than personal, famly, or household
pur poses.

(10) Every order made by the conm ssioner under the provisions
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of this section is subject to court review as provided in section
244.

Sec. 2912. (1) A person shall not be issued a policy of hone
insurance at a rate requiring consent under section 2414 or 2614. A
person shall not be issued basic property insurance coverage at a
rate requiring consent under section 2414 or 2614 until an
i nspection has been nmade by the inspection bureau and the person
has filed with the inspection bureau a sworn statenent
acknow edging his or her rights under this chapter and wai vi ng
those rights. The person's agent shall make a sworn statenent that
t he person has been fully advised of his or her rights under this
chapter and has been furnished a witten description of those
rights.

(2) Afalse affidavit by an agent is grounds for refusal
suspensi on, or revocation of |icense —pursuant—teo-seetion—1242— AS
PROVIDED I N THI S ACT.

(3) A person shall not enploy the services of a surplus |ines
agent in obtaining basic property or home insurance until the
person has filed with the conm ssioner a sworn statenent
acknow edgi ng and wai ving his or her rights under this chapter. The
person's surplus |ines agent shall make a sworn statenent that the
person has been fully advised of his or her rights under this
chapter and has been furnished a witten description of those
rights.

(4) A false affidavit by a surplus |ines agent constitutes
grounds for refusal, suspension, or revocation of |icense —pursuant

to—section—31242— AS PROVIDED IN TH S ACT.
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(5) The comm ssioner shall prescribe the forns of sworn
statenents and witten descriptions of rights used in connection
with this section.

Sec. 3861. (1) |If the comm ssioner has probable cause to
bel i eve that an insurer or agent has violated or is violating this
chapter and that a hearing by the conm ssioner would be in the
public interest, the conm ssioner shall give notice in witing to

t he person invol ved pursuant to the adm nistrative procedures act

of 1969, —-Act—MNo—306—of the PublicActs—of 1969, beingseections

24-201to 24328 of the M-echigan—Conpiledtaws— 1969 PA 306, MCL
24.201 TO 24.328, setting forth the general nature of the conpl aint

agai nst himor her, and the proceedi ngs contenpl ated. Before the

i ssuance of a notice of hearing, the conm ssioner shall give the
person an opportunity to confer and di scuss the possible conpl aint
and proceedings in person with the conm ssioner or his or her
representative, and the matter nay be di sposed of summarily upon
agreement of the parties.

(2) The provisions of section 2030 shall apply with respect to
a hearing held pursuant to subsection (1), except that the use of
an i ndependent hearing officer shall not be allowed.

(3) If, after opportunity for a hearing held pursuant to —Aet
No—306—ofthe PublecActs—of 1969 THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328, the conmi ssioner
determines that the insurer or agent has violated this chapter, the
provi si ons of sections —2038— 2039 to 2040 shall apply. Each
nmedi care suppl enent policy issued or delivered in violation of any

of the provisions contained in this chapter —shall—eoenstitute
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CONSTI TUTES a separate violation for purposes of assessing a civil
fine.

(4) In addition to any other applicable penalties for
violations of this act, the comm ssioner nmay require insurers
violating this chapter to cease marketing any medi care suppl enment
policy or certificate in this state that is related directly or
indirectly to a violation or may require the insurer to take such
actions as are necessary to conply with this chapter.

Sec. 5208a. (1) As used in this section

(a) "Noninsured benefit plan" neans a benefit plan w thout
i nsurance or the noninsured portion of a benefit plan which has
specific or aggregate excess | o0ss insurance.

(b) "Process a claint neans the services perfornmed in
connection with a claimfor benefits including the disbursenent of
benefit anmounts.

(2) An insurer providing services under section 5208 in
connection with a noninsured benefit plan, with respect to —suech
THOSE services, shall not do any of the foll ow ng:

(a) Msrepresent pertinent facts relating to coverage.

(b) Fail to acknow edge pronptly or to act reasonably and
pronptly upon communi cations with respect to a claimfor benefits.

(c) Fail to adopt and inplenent reasonable standards for the
pronmpt investigation of a claimfor benefits.

(d) Refuse to process clains wthout conducting a reasonabl e
i nvestigati on based upon the avail abl e information.

(e) Fail to communicate affirmation or denial of coverage of a

claimfor benefits within a reasonable tine after a claimhas been
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recei ved.

(f) Fail to attenpt in good faith to pronptly, fairly, and
equitably process a claimfor benefits.

(g) Knowi ngly conpel covered individuals to institute
l[itigation to recover anounts due under a benefit plan by offering
substantially less than the anmounts due.

(h) For the purpose of coercing a covered individual to accept
a settlenment or conpromise in a claim informthe covered
i ndi vidual of a policy of appealing adm nistrative hearing
deci sions which are in favor of covered individuals.

(i) Delay the investigation or processing of a claim by
requiring a covered individual, or the provider of services to the
covered individual, to submt a prelimnary claimand then
requi ring subsequent submi ssion of a formal claim seeking solely
the duplication of a verification.

(j) Fail to pronptly provide a reasonabl e expl anati on of the
basis for denial or partial denial of a claimfor benefits.

(k) Fail to pronptly process a claimwhere liability has
becone reasonably clear under 1 portion of a benefit plan in order
to influence a settlenment under another portion of the benefit
pl an.

() Refuse to enter into a service contract nor refuse to
provi de services under a service contract because of race, color
creed, marital status, sex, national origin, residence, age,
disability, or |awful occupation

(3) An insurer providing services under section 5208 in

connection with a noninsured benefit plan shall not, in order to
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i nduce a person to contract or to continue to contract with the
insurer for the provision of services under a service contract
offered by the insurer; to induce a person to |apse, forfeit, or
surrender a policy or service contract issued by the insurer; or to
i nduce a person to secure or termnate coverage w th anot her
insurer, health care corporation, health mai ntenance organi zati on,
or other person, directly or indirectly:

(a) Issue or deliver to the person noney or any other val uabl e
consi der ati on.

(b) Ofer to nmake or nake an agreenent relating to a service
contract other than as plainly expressed in the service contract.

(c) Ofer to give or pay, or give or pay, directly or
indirectly, a rebate or adjustnent of the rate payable on the
service contract, or an advantage in the services thereunder
except as reflected in the rate and expressly provided in the
service contract. Readjustnent of the rate for services provided
under the service contract nay be made at the end of any contract
year or contract period and may be nade retroactive.

(d) Make, issue, or circulate, or cause to be nade, issued, or
circul ated, any estimate, illustration, circular, or statenent
m srepresenting the terns, ADVANTAGES, OR TRUE NATURE of a service
contract. ——theadvantagesprovidedthereunder—orthetruenature
thereof—

(e) Make a m srepresentation in a conparison, whether oral or
witten, between service contracts of the insurer or between
service contracts of the insurer and another insurer, health care

corporation, health maintenance organi zation, or other person.
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(4) Wien the conm ssioner has probable cause to believe that
an insurer is violating, or has violated subsection (2), indicating
a persistent tendency to engage in conduct prohibited by that
subsection, or has probable cause to believe that an insurer is
vi ol ating or has violated subsection (3), he or she shall give
witten notice to the insurer, pursuant to the adm nistrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328, setting
forth the general nature of the conplaint against the insurer and
t he proceedi ngs contenpl ated under this section. Before the
i ssuance of a notice of hearing, the staff of the —bureauv—of
Hasurance— OFFI CE OF FI NANCI AL AND | NSURANCE SERVI CES responsi bl e
for the mtters —whieh— THAT would be at issue in the hearing shal
give the insurer an opportunity to confer and di scuss the possible
conpl aint and proceedings in person with the comm ssioner or a
representative of the conmm ssioner, and the matter may be di sposed
of sunmarily upon agreenment of the parties. This subsection shal
not be construed to dimnish the right of a person to bring an
action for damages under this section.

(5) A hearing held pursuant to subsection (4) shall be held
pursuant to the adm nistrative procedures act of 1969, 1969 PA 306,
MCL 24.201 to 24.328. If, after the hearing, the conm ssioner
determines that the insurer is violating, or has violated
subsection (2), indicating a persistent tendency to engage in
conduct prohibited by that subsection, or has violated or is
vi ol ati ng subsection (3), the comm ssioner shall reduce his or her
findings and decision to witing, and shall issue and cause to be

served upon the insurer a copy of the findings and an order
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requiring the insurer to cease and desist fromengaging in the
prohi bited activity. The conm ssioner may at any tinme, by order,
and after notice and opportunity for a hearing, reopen and alter
nodi fy, or set aside, in whole or in part, an order issued by him
or her under this subsection, when in his or her opinion conditions
of fact or |aw have so changed as to require that action, or if the
public interest so requires.

(6) An insurer providing services under section 5208 in
connection with a noninsured benefit plan shall process clains for
benefits on a tinely basis. Wien not paid on a tinely basis,
benefits payable to a covered individual shall bear sinple interest
froma date 60 days after a satisfactory claimformwas received by
the insurer, at a rate of 12%interest per annum The interest
shal |l be paid by the noninsured benefit plan in addition to, and at
the tinme of paynment of, the claim

(7) An insurer providing services under section 5208 in
connection with a noninsured benefit plan shall specify in witing
the material s —whieh— THAT constitute a satisfactory clai mform not
| ater than 30 days after receipt of a claim unless the claimis
settled within 30 days. If a claimformis not supplied as to the
entire claim the anmbunt supported by the claimformshall be
considered to be paid on a tinely basis if paid within 60 days
after receipt of the claimformby the insurer

(8) An insurer providing the services under section 5208 in
connection with a noninsured benefit plan shall provide in its
service contract a provision that the person contracting for the

services in connection with a noninsured benefit plan shall notify
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each covered individual what services are being provided; the fact
that individuals are not insured or are only partially insured, as
the case may be; which party is |iable for paynent of benefits; and

of future changes in benefits.

: i ol : : w i

I Lt ded i , .
(9) —36)— The sections and subsections of this act are

decl ared to be severable and if any court of conpetent jurisdiction
finds that any section or subsection is invalid, the renmaining
sections or subsections shall remain in full force and effect.

Sec. 5252. (1) A director or officer of an insurance
corporation doing business in this state shall not know ngly and
intentionally, directly or indirectly, receive any noney or
val uabl e thing for negotiating, procuring, reconmendi ng, or aiding
in any purchase by or sale to —sueh— THE corporation of any
property or any |loan from —-sueh— THE corporation, or be pecuniarily
interested, either as principal, co-principal, agent, or
beneficiary in any such purchase, sale, or loan. This section does
not DO ANY OF THE FOLLOW NG

(a) Prohibit a life insurer frommaking a | oan upon a policy
hel d by the borrower not in excess of the net value of the policy.

(b) Prohibit an insurer, in connection with the relocation of
t he place of enploynment of an officer, from—

——(H—Making— MAKING a | oan to the officer for a nortgage on real
estate —whieh— THAT is to be used as the officer’'s residence as

I ong as the | oan does not exceed the fair market val ue of the

property -
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——(H)—Aegquirirg— OR ACQU RING the officer's residence at not

nore than its fair market val ue.

(c) Prohibit an officer of an insurer, in connection wth the
rel ocation of his or her place of enploynent, from—
——{H—Acecepting— ACCEPTING a |l oan fromthe insurer for a nortgage
on real estate —whieh— THAT is to be used as the officer's
resi dence as |long as the | oan does not exceed the fair market val ue
of the property —

——(H)—SelHH+ng— OR SELLING the officer's hone to the insurer at
not nore than its fair market val ue.

(d) Prohibit the conveyance of property between an insurer and
an officer or director of an insurer if all of the foll ow ng occur:

(i) Any interest in the conveyance on the part of any officer
or director is disclosed or known to its board of directors or
comm ttee —whieh— THAT aut horizes, approves, or ratifies the
conveyance, and noted in the BOARD OR COW TTEE m nutes, —thereof
and the board or commttee authorizes, approves, or ratifies the
conveyance by a vote sufficient for the purpose w thout counting
the vote or votes of any interested officer or director, however,
an interested officer or director may be counted for purposes of a
quorum

(ii)) The fact of —sweh— THE interest is disclosed, before or
after the conveyance, to the shareholders in the case of a stock
i nsurance conpany, or in the case of a mutual insurer, to the
pol i cyhol ders.

(iii) The insurer has obtained fromthe comm ssioner a

certificate of exenption permtting the specific transaction. An
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insurer seeking to obtain a certificate of exenption shall file
wWith the comm ssioner a witten request for a certificate of
exenption, which request shall include all of the follow ng:

(A) A full description and disclosure of the transaction for
which the certificate is sought.

(B) Copies of all contracts or other |egal docunments involved
or to be involved in the transaction.

(C A description of all assets involved in the transaction

(D) The names, titles, capacities, and business rel ationships
of all persons directly involved in the transaction

(E) A description of any and all consideration on either or
any side of the transactions.

(F) —Sueh—other— OTHER information, opinions, or nmatters as
t he conm ssioner may reasonably require.

(2) The comm ssioner shall issue a certificate of exenption
within 30 days after a request for a certificate of exenption has
been received by himor her if the conm ssioner finds that the
specific transaction for which the certificate of exenption is
requested is fair, just, and equitable, and is not hazardous to the
pol i cyhol ders, stockhol ders, or creditors of the insurer.

(3) If the comm ssioner does not issue the certificate of
exenption within —sueh— 30 days, the insurer seeking the
certificate of exenption shall be entitled to a hearing before the
conmi ssi oner pursuant to the adm nistrative procedures act of 1969,
Act—No—306—of the Publ-ecActs of 1969 beingseetions—24- 201 to
24315 of the M-ehigan—Conpiledtaws— 1969 PA 306, MCL 24.201 TO
24.328. The hearing shall be conducted within 60 days after the
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request for the certificate of exenption has been received by the
commi ssioner. The comm ssioner may refuse to issue a certificate of
exenption if he or she finds that the specific transaction for
which the certificate of exenption is requested does not neet the
requirenents provided in subsection (2). In the order refusing the
request for a certificate of exenption, the comm ssioner shall set
forth in what respect the specific transaction fails to neet the
requi renents of subsection (2). The decision of the conm ssioner
shall be subject to judicial review as provided in the

adm ni strative procedures act of 1969, —-AetNo—306—o6fthe Puble
Acts—of—1969— 1969 PA 306, MCL 24.201 TO 24. 328.

(4) —-Anry— A person violating any provision of this section
shal-—be— IS guilty of a fel ony —andupen—econviection—shall—be
punished— PUNI SHABLE by a fine not exceedi ng —$5-000-00
$10, 000. 00, RESTI TUTI ON OF THE SUM OR ASSET TRANSFERRED OR
DI VERTED, or by inprisonnment for a termnot to exceed -5— 10 years,
or by —beth-suech— ANY COMVBI NATI ON OF fine, RESTITUTIQON, and
i nprisonnment, in the discretion of the court.

Sec. 5256. (1) Each donestic insurer shall keep under its
control all records relating to the insurer's business or affairs
at 1 or nore of the follow ng | ocations:

(a) The principal place of doing business in this state.

(b) One or nore locations outside the state approved for that
purpose, in witing, by the conm ssioner.

(2) A donmestic insurer shall produce those records relating to
the insurer's business or affairs and personnel know edgeabl e about

the records at a principal place of doing business in or outside
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this state for exam nation within a reasonable tinme period
speci fied by the comm ssi oner

(3) A donestic insurer may place for safekeeping all or any
part of its securities, notes, nortgages, or other evidences of
i ndebt edness, with any national bank, state bank, trust conpany, or
any other United States corporation authorized as a custodian to
accept and hol d personal property for safekeeping. A national bank,
state bank, trust conpany, or United States corporation authorized
to accept and hol d personal property for safekeeping may enploy a
subcust odi an outside of the United States to hold assets that are
not in physical formor that are customarily traded outside the
United States. A statutory deposit required by any state or foreign
country shall be excepted and any delivery and pl edge or assi gnnent
of its notes, nortgages, or other securities by any such insurer,
as security for noney borrowed by it or as required in the regular
course of its business by the |aws of any state or foreign country,
shall al so be excepted. The insurer may hold certificates
evi denci ng shares of stock or other registrable securities in the
name of a nom nee or nom nees enployed by the insurer and
responsible to the insurer. The nom nee or nom nees, on the request
of the insurer, shall indorse the certificate representing shares
of stock or other registrable securities in blank or by assignnent
separate fromthe certificates. The insurer at all tines shal
mai ntai n control or possession of the certificate representing the
share of stock or other registrable securities, but, if necessary,
t he nom nee or nom nees nay have access thereto for the purpose of

exam nation under the supervision of the corporation.
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(4) The records required to be retained by this section my be
mai nt ai ned i n paper, photograph, mcro process, nagnetic,
mechani cal or electronic nedia, or by any process that accurately
reproduces or forns a durable nmediumfor the reproduction of a
record. If the original docunent is unavailable, the donestic
insurer may produce in an alternative format the same data that was
cont ai ned on the original docunent.

(5) Renoval of all or a material part of the records of a
donmestic insurer fromthis state, except pursuant to a plan or
nmerger or consolidation approved by the comm ssioner under this act
or as may be approved in witing by the conm ssioner, is
prohibited. If after a hearing is held pursuant to the
adm ni strative procedures act of 1969, 1969 PA 306, MCL 24.201 to
24.328, the conmi ssioner determnes that the insurer has viol ated
this section, the conm ssioner shall reduce his or her findings and
decision to witing and shall issue and —ecauseto—beservedupon
SERVE the insurer charged with the violation a copy of the findings
and order requiring the insurer to return the office, records, and
assets to this state. An insurer that violates this section shal
be treated as a foreign insurer for the period of tine the records
were renoved fromthis state, and the insurer shall be liable for
both of the foll ow ng:

(a) The anopunt of tax prescribed in section 476a and interest
in the amount of 3% of the anmpbunt due and unpaid for each nonth or
part of a nmonth that the insurer was in violation of this section.

(b) A penalty of —$5,06060-00— $10, 000.00 plus an additional
$50- 00— $100.00 for each day that the insurer was not in conpliance
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wWith this section. A donestic insurer that fails to conply with an
order of the conm ssioner issued under this section is presuned to
be no I onger safe, reliable, and entitled to public confidence
under section 436.

(6) If an insurer fails to conply with an order issued under
this section, as nodified or extended, the conm ssioner shal
suspend or revoke the insurer's certificate of authority.

(7) The conmi ssioner may require a donestic insurer to
transfer its domcile to another state if the conm ssioner is not
satisfied wth the production of the records and personnel
know edgeabl e about the records because all or part of the records
or personnel are |ocated outside this state.

Sec. 6842. Any person being a resident of this state, acting
as president, secretary, or other officer of —any—sueh— A nmutua
i nsurance conpany, doing business in this state under authority of
this chapter, who —shalH—wlfully refuse,—or—negleet— WLLFULLY
REFUSES OR NEGLECTS to nake assessnents as provided in section 6840
shal-—be-deepred— | S guilty of a m sdeneanor ——andupen—econviection
thereot—shall—bepunished— PUNI SHABLE by a fine —net—exceeding
$1,-000-00-nor— OF NOT MORE THAN $7, 000. 00 OR | ess than —$500.-00
$3,500.00, or by inprisonment in the county jail not |ess than 6
nmont hs nor nore than 1 year, or BY both —sueh— fine and
i mprisonment. —Athediseretionof the court—

Enacting section 1. Sections 1242, 1244, and 2038 of the
i nsurance code of 1956, 1956 PA 218, MCL 500. 1242, 500.1244, and
500. 2038, are repeal ed.
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