
HOUSE BILL No. 4609
March 16, 1995, Introduced by Reps. Gagliardi, Wetters, Hanley, Martinez, Vaughn, 

Brewer, Gire, Yokich, W eeks, Freeman, LaForge, Brater, Cherry, Harder, Pitoniak, DeHart, 
Willard, Tesanovich, Leland, Palamara, Griffin and Scott and referred to the Committee on 
Insurance.

A  b i l l  t o  a m e n d  s e c t i o n s  2110, 3104, a n d  31 3 5  of A c t  No. 218 

of t h e  P u b l i c  A c t s  of 1956, e n t i t l e d  as a m e n d e d  

"The i n s u r a n c e  c o d e  of 19 5 6 , "

s e c t i o n  31 0 4  as a m e n d e d  b y  A c t  No. 445 of t h e  P u b l i c  A c t s  of 

1980, b e i n g  s e c t i o n s  5 0 0 . 2 1 1 0 ,  5 0 0 . 3 1 0 4 ,  a n d  5 0 0 . 3 1 3 5  of t h e  

M i c h i g a n  C o m p i l e d  L a w s ;  a n d  to  a d d  s e c t i o n s  438b, 2109a, 2111b, 

2127a, 2140, a n d  6112.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 S e c t i o n  1. S e c t i o n s  2110, 3104, a n d  3 1 3 5  of A c t  No. 218 of

2 the P u b l i c  A c t s  of 1956, s e c t i o n  3104 as a m e n d e d  b y  A c t  No. 445

3 of t h e  P u b l i c  A c t s  of 1980, b e i n g  s e c t i o n s  5 0 0 . 2 1 1 0 ,  5 0 0 . 3 1 0 4 ,

4 and 5 0 0 . 3 1 3 5  of t h e  M i c h i g a n  C o m p i l e d  Laws, a r e  a m e n d e d  a n d  s e c -

5 t i ons 438b, 2109a, 2111b, 2127a, 2140, a n d  6112 a r e  a d d e d  t o  r e a d

6 as f o l l o w s :

03720'95 DKH
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SEC. 438B. (!) B E G I N N I N G  M A R C H  1, 1996, A N D  A N N U A L L Y  

T H E R E A F T E R ,  EA C H  D O M E S T I C ,  F O REIGN, A N D  A L I E N  A U T O M O B I L E  I N S U R E R  

A U T H O R I Z E D  T O  T R A N S A C T  I N S U R A N C E  IN T H I S  S T A T E  S H A L L  F I L E  W I T H  

T H E  C O M M I S S I O N E R  A N D  T H E  N A T I O N A L  A S S O C I A T I O N  O F  I N S U R A N C E  C O M 

M I S S I O N E R S  A L L  O F  T H E  F O L L O W I N G  I N F O R M A T I O N  P E R T A I N I N G  T O  A U T O M O 

B I L E  I N S U R A N C E  FOR T H E  P R E C E D I N G  YEAR, S U B J E C T  T O  S U B S E C T I O N S  (2) 

T O  ( 4 ) :

(A) D I R E C T  E A R N E D  PREMIUMS.

(B) E A R N E D  P R E M I U M S  N E T  O F  R E I N S U R A N C E .

(C) D I R E C T  I N C U R R E D  LOSSES.

(D) I N C U R R E D  L O S S E S  N E T  O F  R E I N S U R A N C E .

(E) I N C U R R E D  LOSS A D J U S T M E N T  EXPENSES.

(F) A G E N T S ' C O M M I S S I O N S .

(G) A D D I T I O N A L  O P E R A T I N G  EXPENSES.

(H } D I V I D E N D S  T O  P O L I C Y H O L D E R S .

(I) U N D E R W R I T I N G  PROFIT.

(J) T H E  F O R M U L A  FOR C A L C U L A T I N G  U N D E R W R I T I N G  PROFIT.

(K) R E A L I Z E D  I N V E S T M E N T  R E T U R N  F R O M  A L L O C A T E D  R E S E R V E S .

(I) R E A L I Z E D  I N V E S T M E N T  R E T U R N  F R O M  A L L O C A T E D  C A P I T A L  A N D  

S URPLUS.

(M) R E A L I Z E D  I N V E S T M E N T  R E T U R N  F R O M  B A L A N C E S  D U E  A G E N T S .

(N ) F E D E R A L  TAXES.

(0) R E S E R V E S  A T T R I B U T A B L E  T O  A U T O M O B I L E  I N S U R A N C E .

(P) C A P I T A L  A N D  S U R P L U S  A T T R I B U T A B L E  A U T O M O B I L E  I N S U R A N C E .

(Q) A N T I C I P A T E D  LOSSES.
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1 (2) A F I L I N G  U N D E R  TH I S  S E C T I O N  S H A L L  R E P O R T  T H E  I N F O R M A T I O N

2 R E Q U I R E D  U N D E R  S U B S E C T I O N  ( t) S E P A R A T E L Y  FOR E A C H  O F  T H E

3 F O L L O W I N G  A U T O M O B I L E  I N S U R A N C E  C O V E R A G E S :

3

4 (A) L I A B I L I T Y .

5 (B) P E R S O N A L  P R O T E C T I O N .

6 (C) C O M P R E H E N S I V E .

7 (D) C O L L I S I O N .

8 (3) T H E  I N F O R M A T I O N  R E Q U I R E D  U N D E R  T H I S  S E C T I O N  S H A L L  R E L A T E

9 ON L Y  T O  T H E  I N S U R E R ' S  B U S I N E S S  W R I T T E N  IN T H I S  STATE.

10 (4) EA C H  A N N U A L  F I L I N G  U N D E R  T H I S  S E C T I O N  S H A L L  I N C L U D E

I I I N F O R M A T I O N  FOR T H E  P O L I C Y  YE A R  B E G I N N I N G  8 Y E A R S  E A R L I E R  A N D

12 EACH P O L I C Y  YE A R  S I N C E  T H E N  UP TO  A N D  I N C L U D I N G  T H E  P O L I C Y  Y E A R

13 I M M E D I A T E L Y  P R E C E D I N G  T H E  F I L I N G  U N D E R  T H I S  S E CTION. T H E  A U T O M O -

14 BILE I N S U R E R  S H A L L  A N N U A L L Y  R E C O N C I L E  A N Y  P R E V I O U S  F I L I N G S  U N D E R

15 T H I S  S E C T I O N  T O  R E F L E C T  ANY N E W  I N F O R M A T I O N  R E C E I V E D  IN T H E  I M ME-

16 D I A T E L Y  P R E C E D I N G  YEAR.

17 (5) T H E  C O M M I S S I O N E R  S H A L L  D E V E L O P  B E F O R E  D E C E M B E R  1, 1995 A

18 R E P O R T I N G  F O R M  T H A T  I N S U R E R S  S H A L L  U S E  IN C O M P L Y I N G  W I T H  T H I S

19 SECTION.

20 SEC. 2 1 0 9 A . ( 1 ) AS U S E D  IN T H I S  SECTION, "LOSS R A T I O "  M E A N S

21 I N C U R R E D  L O S S E S  E X P R E S S E D  AS A P E R C E N T A G E  OF  E A R N E D  P R E M I U M S .

22 (2) B E G I N N I N G  A P R I L  1, 1996, AN  I N S U R E R ' S  A U T O M O B I L E  I N S U R -

23 AN C E  R A T E S  FOR EACH O F  ITS R A T I N G  T E R R I T O R I E S  S H A L L  BE E S T A B -

24 LI S H E D  IN A M A N N E R  T H A T  CAN R E A S O N A B L Y  BY A N T I C I P A T E D  T O  P R O D U C E

25 AN 80% LOSS R A T I O  FOR C O M P R E H E N S I V E  A N D  C O L L I S I O N  C O V E R A G E S  A N D

26 AN 80% LO S S  R A T I O  FOR A L L  O T H E R  C O V E R A G E S  FOR E A C H  P O L I C Y  YEAR.
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(3) B E G I N N I N G  MAY !, 1996 A N D  A N N U A L L Y  T H E R E A F T E R ,  T H E  

C O M M I S S I O N E R  S H A L L  P R E P A R E  A R E P O R T  T O  T H E  S T A N D I N G  C O M M I T T E E S  ON 

I N S U R A N C E  I S S U E S  IN T H E  S E N A T E  A N D  H O U S E  O F  R E P R E S E N T A T I V E S  ON  

T H E  I N F O R M A T I O N  R E C E I V E D  U N D E R  S E C T I O N  4 3 8 B  F O R  A U T O M O B I L E  

I N S U R E R S .  IN T H E  R E P ORT, T H E  C O M M I S S I O N E R  S H A L L  R E C O N C I L E  T H E  

P A I D  L O S S E S  W I T H  T H E  P R E M I U M S  E A R N E D  F O R  T H E  R E P O R T E D  P O L I C Y  

YEAR. IF T H I S  R E C O N C I L I A T I O N  S HOWS T H A T  T H E  A U T O M O B I L E  I N S U R E R ' S  

L O S S  R A T I O S  AR E  A N T I C I P A T E D  T O  BE LE S S  T H A N  T H E  L O S S  R A T I O S  

E S T A B L I S H E D  IN S U B S E C T I O N  (2), T H E  C O M M I S S I O N E R  S H A L L  O R D E R  T H E  

I N S U R E R  T O  A D J U S T  A N D  R E F I L E  ITS P R E M I U M  R A T E S  T O  A C H I E V E  T H E  

L O S S  R A T I O S  E S T A B L I S H E D  IN S U B S E C T I O N  (2).

Sec. 2110. (1) In d e v e l o p i n g  and e v a l u a t i n g  r a t e s  p u r s u a n t  

to the s t a n d a r d s  p r e s c r i b e d  in s e c t io n "34 0 9- S E C T I O N S  21 0 9  A N D  

2109A, d u e  c o n s i d e r a t i o n  shall be g i v e n  to p a s t  a n d  p r o s p e c t i v e  

loss e x p e r i e n c e  w i t h i n  and o u t s i d e  this s t a t e , to c a t a s t r o p h e  

h a z a r d s ,  if any; to a r e a s o n a b l e  m a r g i n  for u n d e r w r i t i n g  p r o f i t  

a n d  c o n t i n g e n c i e s ; to d i v i d e n d s ,  s avings, or u n a b s o r b e d  p r e m i u m  

d e p o s i ts a l l o w e d  or r e t u r n e d  by i n s u r e r s  to their p o l i c y h o l d e r s , 

m e m b e r s , or s u b s c r i b e r s ; to past a n d  p r o s p e c t i v e  e x p e n s e s , b o t h  

c o u n t r y w i d e  and t h ose s p e c i a l l y  a p p l i c a b l e  to this s t a t e  e x c l u 

s i v e  of a s s e s s m e n t s  under this c o d e . ACT; to a s s e s s m e n t s  u n d e r

this c o d e • ACT; to u n d e r w r i t i n g  p r a c t i c e  a n d  judgment; a n d  to 

all o t h e r  r e l e v a n t  f a c t o r s  w i t h i n  and o u t s i d e  this s t a t e .

(2) The s y s t e m s  of e x p e n s e  p r o v i s i o n s  i n c l u d e d  in the rates

for use by .a ny- AN insurer or g r o u p  of i n s u r e r s  m a y  d i f f e r  fr o m

t h o s e  of o t her i n s u r e r s  or g r o u p s  of i n s u r e r s  to r e f l e c t  the 

r e q u i r e m e n t s  of the o p e r a t i n g  m e t h o d s  of the i n s urer or g r o u p
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1 wi t h  r e s p e c t  to any kind of i n s u r a n c e  —— or w i t h  r e s p e c t  to a n y

2 s u b d i v i s i o n  or c o m b i n a t i o n  t h e reof for w h i c h  s u b d i v i s i o n  or c o m -

3 b i n a t i o n  s e p a r a t e  e x p e n s e  p r o v i s i o n s  are a p p l i c a b l e .

4 (3) R i s k s  m a y  be g r o u p e d  by c l a s s i f i c a t i o n s  for the e s t a b -

5 lis h m e n t  of rates and m i n i m u m  p r e m i u m s .  The c l a s s i f i c a t i o n s

6 may- S H A L L  m e a s u r e  d i f f e r e n c e s  in losses, e x p e n s e s ,  or both.

7 SEC. 211 IB. B E G I N N I N G  M A R C H  1, 1995 A N D  C O N T I N U I N G  U N T I L

8 MAY 1, 1996, A R A T E  F I L I N G  F O R  A U T O M O B I L E  I N S U R A N C E  P A C K A G E  P O L I -

9 CIES S H A L L  N O T  BE M O D I F I E D ,  CH A N G E D ,  O R  A L T E R E D  U N L E S S  T H E  M O D I -

10 FICATION, CHANGE, OR  A L T E R A T I O N  FOR T H E  R A T I N G  C E L L S  A F F E C T E D  BY

11 THE F I L I N G  R E S U L T S  IN A N  O V E R A L L  P R E M I U M  R E D U C T I O N  F O R  T H E

12 A F F E C T E D  CELLS. C H A N G E S  IN R I S K  S Y M B O L S  A N D  C H A N G E S  IN R I S K

13 S Y M B O L  A P P L I C A T I O N S  A N D  V A L U E S  S H A L L  O N L Y  BE  M A D E  IN C O N J U N C T I O N

14 W I T H  A R A T E  FILING. TH I S  S E C T I O N  D O E S  N O T  P R O H I B I T  A N  I N S U R E R

15 FROM M A K I N G  A R A T E  F I L I N G  A T  ANY T I M E  T H A T  O N L Y  P R O V I D E S  C H A N G E S

16 TO R A T E S  B A S E D  U P O N  A S S E S S M E N T S  L E V I E D  A G A I N S T  I N S U R E R S  P U R S U A N T

17 TO S E C T I O N  3104, 3171, O R  3330. T H E S E  R A T E  F I L I N G S  S H A L L  N O T  BE

18 C O N S I D E R E D  A R A T E  F I L I N G  FOR P U R P O S E S  O F  T H I S  S E CTION.

19 SEC. 2 12 7 A . (1) B E G I N N I N G  M A R C H  1, 1996, E A C H  A U T O M O B I L E

20 I N S URER S H A L L  R E P O R T  A N N U A L L Y  T O  T H E  C O M M I S S I O N E R  O N  B O T H  O F  T H E

21 FOLLOWING:

22 (A) T H E  D O L L A R  A M O U N T  O F  L O S S E S  P A I D  A N D  T H E  D O L L A R  A M O U N T

23 OF L O S S E S  I N C U R R E D  F O R  W O R K  LOSS, S U R V I V O R ' S  LOSS, A N D  M E D I C A L

24 AND R E H A B I L I T A T I O N  C O V E R A G E S .

25 (B) T H E  N U M B E R  OF S U I T S  F I L E D  BY I N S U R E D S  A G A I N S T  T H E  I N S U R -

26 ER, C A T E G O R I Z E D  A C C O R D I N G  T O  W H E T H E R  E A C H  S U I T  IS A  F I R S T  P A R T Y
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1 SUIT, A T H I R D  P A R T Y  SUIT, OR A C O M B I N A T I O N  O F  A F I R S T  P A R T Y  A N D

2 T H I R D  P A R T Y  SUIT.

3 (2) THE- C O M M I S S I O N E R  S H A L L  D E V E L O P  B E F O R E  D E C E M B E R  1, 1995 A

4 R E P O R T I N G  F O R M  T H A T  I N S U R E R S  S H A L L  U S E  IN C O M P L Y I N G  W I T H

5 S U B S E C T I O N  (1).

6 SEC. 2 140. (1) S U B J E C T  T O  S U B S E C T I O N  (3), IF T H E  C O M M I S -

7 S I O N E R  F I N D S  T H A T  A P E R S O N  OR  O R G A N I Z A T I O N  H A S  V I O L A T E D  A  P R O V I -

8 S I O N  O F  T H I S  C H A P T E R  OR  T H E  R U L E S  P R O M U L G A T E D  P U R S U A N T  T O  T H I S

9 C H A P T E R ,  T H E  C O M M I S S I O N E R  M A Y  O R D E R  A N Y  O R  A L L  O F  T H E  F O L L O W I N G :

10 (A) P A Y M E N T  O F  A C I V I L  F I N E  O F  N O T  M O R E  T H A N  $ 5 , 0 0 0 . 0 0  F O R

I I E A C H  V I O L A T I O N ,  A N D  IF T H E  V I O L A T I O N  IS W I L L F U L ,  A  C I V I L  F I N E  O F

12 N O T  M O R E  T H A N  $ 2 5 , 0 0 0 . 0 0  FOR E A C H  V I O L A T I O N .  A  F I N E  C O L L E C T E D

13 U N D E R  T H I S  S U B D I V I S I O N  S H A L L  BE T U R N E D  O V E R  T O  T H E  S T A T E  T R E A -

14 S U R E R  A N D  C R E D I T E D  T O  T H E  G E N E R A L  F U N D  O F  T H E  STATE.

15 (B) A C E A S E  A N D  D E S I S T  ORDER.

16 (C) AN  O R D E R  T O  COMPLY.

17 (D) A R E F U N D  O F  A N Y  O V E R C H A R G E S  W I T H  I N T E R E S T  A N D

18 P E N A L T I E S .

19 (2) T H E  C O M M I S S I O N E R  M A Y  S U S P E N D  T H E  A U T H O R I T Y  O F  A R A T I N G

20 O R G A N I Z A T I O N  O R  I N S U R E R  T O  DO B U S I N E S S  IN T H I S  S T A T E  W H O  F A I L S  TO

21 C O M P L Y  W I T H  AN O R D E R  O F  T H E  C O M M I S S I O N E R  U N D E R  T H I S  S E C T I O N

22 W I T H I N  T H E  T I M E  S P E C I F I E D  BY T H E  ORDER, O R  A N Y  E X T E N S I O N  O F  T H E

23 O R D E R  T H A T  T H E  C O M M I S S I O N E R  M A Y  GRANT, B U T  T H E  S U S P E N S I O N  S H A L L

24 N O T  A F F E C T  T H E  V A L I D I T Y  O R  C O N T I N U E D  E F F E C T I V E N E S S  O F  R A T E S  P R E -

25 V I O U S L Y  F I L E D  A N D  E F F E C T I V E .  T H E  C O M M I S S I O N E R  S H A L L  N O T  S U S P E N D

26 T H E  A U T H O R I T Y  O F  A R A T I N G  O R G A N I Z A T I O N  O R  I N S U R E R  T O  DO B U S I N E S S

27 IN T H I S  S T A T E  FOR F A I L U R E  T O  C O M P L Y  W I T H  A N  O R D E R  U N T I L  T H E  T I M E
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1 P R E S C R I B E D  FOR AN A P P E A L  F R O M  T H E  O R D E R  HAS EXP I R E D ,  OR, IF A N

2 A P P E A L  HAS B E E N  TAKEN, U N T I L  T H E  O R D E R  FOR T H E  S U S P E N S I O N  H A S

3 B E E N  A F F I R M E D .  T H E  C O M M I S S I O N E R  M A Y  D E T E R M I N E  W H E N  A  S U S P E N S I O N

4 O F  A U T H O R I T Y  S H A L L  B E C O M E  E F F E C T I V E ,  A N D  T H E  S U S P E N S I O N  S H A L L

5 R E M A I N  IN E F F E C T  F O R  T H E  P E R I O D  F I X E D  BY T H E  C O M M I S S I O N E R ,  U N L E S S

6 T H E  C O M M I S S I O N E R  M O D I F I E S  O R  R E S C I N D S  T H E  S U S P E N S I O N ,  O R  U N T I L

7 THE O R D E R  U P O N  W H I C H  T H E  S U S P E N S I O N  IS B A S E D  IS M O D I F I E D ,

8 R E S C I N D E D ,  O R  R E V E R S E D .

9 (3) A C I V I L  F I N E  S H A L L  N O T  BE I M P O S E D  A N D  T H E  A U T H O R I T Y  T O

10 DO B U S I N E S S  IN T H I S  S T A T E  S H A L L  N O T  BE S U S P E N D E D  O R  R E V O K E D

11 E X C E P T  U P O N  A  W R I T T E N  O R D E R  O F  T H E  C O M M I S S I O N E R ,  S P E C I F Y I N G  T H E

12 A L L E G E D  V I O L A T I O N  A N D  S T A T I N G  HIS O R  H E R  F I N D I N G S ,  M A D E  A F T E R  A

13 H E A R I N G  H E L D  U P O N  N O T  L E S S  T H A N  10 DAYS' W R I T T E N  N O T I C E  T O  T H E

14 P E R S O N  OR O R G A N I Z A T I O N .  A N  O R D E R  I S S U E D  BY T H E  C O M M I S S I O N E R  P U R -

15 S U A N T  T O  T H I S  S E C T I O N  S H A L L  N O T  R E Q U I R E  T H E  P A Y M E N T  O F  C I V I L

16 F I N E S  E X C E E D I N G  $ 5 0 , 0 0 0 . 0 0 .

17 (4) T H E  C O M M I S S I O N E R  S H A L L  R E P O R T  A N N U A L L Y  T O  T H E  S E N A T E  A N D

18 H O U S E  O F  R E P R E S E N T A T I V E S  S T A N D I N G  C O M M I T T E E S  O N  I N S U R A N C E  I S S U E S

19 ON T H E  A M O U N T  OF  F I N E S  C O L L E C T E D  P U R S U A N T  T O  T H I S  S E C T I O N .

20 Sec. 3104. (1) An u n i n c o r p o r a t e d ,  n o n p r o f i t  a s s o c i a t i o n  to

21 be k n o w n  as the c a t a s t r o p h i c  c l a i m s  a s s o c i a t i o n ,  h e r e i n a f t e r

22 r e f e r r e d  to as the a s s o c i a t i o n ,  is c reated. E a c h  i n s u r e r  e n g a g e d

23 in w r i t i n g  i n s u r a n c e  c o v e r a g e s  w h i c h T H A T  p r o v i d e  the s e c u r i t y

24 r e q u i r e d  by s e c t i o n  3101(1) w i t h i n  this state, as a c o n d i t i o n  of

25 its a u t h o r i t y  to t r a n s a c t  i n s u r a n c e  in this state, s h a l l  be a

26 m e m b e r  of the a s s o c i a t i o n  and shall be b o u n d  by the p l a n  of

27 o p e r a t i o n  of the a s s o c i a t i o n .  Ea c h  i n s urer e n g a g e d  in w r i t i n g
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1 i n s u r a n c e  c o v e r a g e s  w h i c h  ■ T H A T  p r o v i d e  the s e c u r i t y  r e q u i r e d  by

2 s e c t i o n  3103(1) w i t h i n  this state, as a c o n d i t i o n  of its a u t h o r -

3 ity to t r a n s a c t  i n s u r a n c e  in this state, s h a l l  be c o n s i d e r e d  a

4 m e m b e r  of the a s s o c i a t i o n ,  but o n l y  for p u r p o s e s  of s s s e w m e nfca

5 P R E M I U M S  u n der s u b s e c t i o n  (7)(d). E x c e p t  as e x p r e s s l y  p r o v i d e d

6 in this sec t i o n ,  the a s s o c i a t i o n  shall not be s u b j e c t  to a n y  laws

7 of this s t a t e  w i t h  r e s p e c t  to insurers, but in all o t h e r  r e s p e c t s

8 the a s s o c i a t i o n  s h a l l  be s u b j e c t  to the laws of this s t a t e  to the

9 e x t e n t  that the a s s o c i a t i o n  w o u l d  be w e r e  it an i n s u r e r  o r g a n i z e d

10 a n d  s u b s i s t i n g  u n der c h a p t e r  50.

11 (2) T h e  a s s o c i a t i o n  s h all p r o v i d e  a n d  e a c h  m e m b e r  s h a l l

12 a c c e p t  i n d e m n i f i c a t i o n  for 100% of the a m o u n t  of u l t i m a t e  loss

13 s u s t a i n e d  u n der p e r s o n a l  p r o t e c t i o n  i n s u r a n c e  c o v e r a g e s  in e x c e s s

14 of $ 2 5 0 , 0 0 0 . 0 0  in ea c h  loss o c c u r r e n c e .  As u s e d  in th i s  s e c t i o n ,

15 " u l t i m a t e  loss" m e a n s  the a c t u a l  loss a m o u n t s  w h i c h  T H A T  a

16 m e m b e r  is o b l i g a t e d  to pay and w h i c h  are p a i d  or p a y a b l e  b y  the

17 m e m b e r ,  and s hall not i n c l u d e  c l a i m  e x p e n s e s .  A n  u l t i m a t e  loss

18 is i n c u r r e d  by the a s s o c i a t i o n  on the d a t e  w h i c h  the loss

19 o c c u r s .

20 (3) An i n s u r e r  m a y  w i t h d r a w  f r o m  the a s s o c i a t i o n  o n l y  u p o n

21 c e a s i n g  to w r i t e  i n s u r a n c e  w h i c h -- T H A T  p r o v i d e s  the s e c u r i t y

22 r e q u i r e d  by s e c t i o n  3 101(1) in this state.

23 (4) An i n s u r e r  w h o s e  m e m b e r s h i p  in the a s s o c i a t i o n  has b e e n

24 t e r m i n a t e d  by w i t h d r a w a l  shall c o n t i n u e  to be b o u n d  by the p l a n

25 of o p e r a t i o n ,  a n d  up o n  w i t h d r a w a l ,  all u n p a i d  p r e m i u m s  w h i c h  •

26 T H A T  h a v e  be e n  c h a r g e d  to the w i t h d r a w i n g  m e m b e r  s h a l l  be p a y a b l e

27 as of the e f f e c t i v e  d a t e  of the w i t h d r a w a l .
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(5) An u n s a t i s f i e d  net l i a b i l i t y  to the a s s o c i a t i o n  of an 

i n s o l v e n t  m e m b e r  shall be a s s u m e d  by and a p p o r t i o n e d  a m o n g  the 

r e m a i n i n g  m e m b e r s  of the a s s o c i a t i o n  as p r o v i d e d  in the p l a n  of 

o p e r a t i o n .  The a s s o c i a t i o n  shall h a v e  all ri g h t s  a l l o w e d  b y  l a w  

on b e h a l f  of the r e m a i n i n g  m e m b e r s  a g a i n s t  the e s t a t e  or f u n d s  of 

the i n s o l v e n t  m e m b e r  for sums due the a s s o c i a t i o n .

(6) -W h e n- IF a m e m b e r  has been m e r g e d  or c o n s o l i d a t e d  i n t o  

a n o t h e r  i n s urer or a n o t h e r  insurer has r e i n s u r e d  a m e m b e r ' s  

e n t i r e  b u s i n e s s  w h i c h  T H A T  p r o v i d e s  the s e c u r i t y  r e q u i r e d  by 

s e c t i o n  3 101(1) in this state, the m e m b e r  and s u c c e s s o r s  in 

i n t e r e s t  of the m e m b e r  shall re m a i n  li a b l e  for the m e m b e r ' s

o b i i g a t  i o n s .

(7) The a s s o c i a t i o n  shall do all of the f o l l o w i n g  on b e h a l f  

of the m e m b e r s  of the a s s o c i a t i o n :

(a) A s s u m e  100% of all l i a b i l i t y  as p r o v i d e d  in s u b s e c t i o n

(2 ) .

(b) E s t a b l i s h  p r o c e d u r e s  by w h i c h  m e m b e r s  s h a l l  p r o m p t l y  

report to the a s s o c i a t i o n  e a c h  c l a i m  -w h i ch THAT, on the b a s i s  

of the i n j u r i e s  or d a m a g e s  s u s tained, may r e a s o n a b l y  be a n t i c i 

p a t e d  to i n v o l v e  the a s s o c i a t i o n  if the m e m b e r  is u l t i m a t e l y  h e l d  

l e g a l l y  l i a b l e  for the i n j u r i e s  or d a mages. S o l e l y  for the p u r 

po s e  of r e p o r t i n g  claims, the m e m b e r  shall in all i n s t a n c e s  c o n 

sider it s e l f  l e g a l l y  li a b l e  for the i n j u r i e s  or d a m a g e s .  T h e  

m e m b e r  s h all a l s o  a d v i s e  the a s s o c i a t i o n  of s u b s e q u e n t  d e v e l o p 

m e n t s  li k e l y  to m a t e r i a l l y  aff e c t  the i n t e r e s t  of the a s s o c i a t i o n  

in the claim.
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(c) M a i n t a i n  r e l e v a n t  loss a n d  e x p e n s e  d a t a  r e l a t i v e  to all 

l i a b i l i t i e s  of the a s s o c i a t i o n  a n d  r e q u i r e  e a c h  m e m b e r  to f u r n i s h  

s t a t i s t i c s ,  in c o n n e c t i o n  w i t h  l i a b i l i t i e s  of the a s s o c i a t i o n ,  at 

the t i m e s  a n d  in the f o r m  a n d  d e t a i l  as m a y  be r e q u i r e d  by  the 

p l a n  of o p e r a t i o n .

(d) In a m a n n e r  p r o v i d e d  for in the p l a n  of o p e r a t i o n ,  c a l 

c u l a t e  and c h a r g e  to m e m b e r s  of the a s s o c i a t i o n  a t o t a l  p r e m i u m  

s u f f i c i e n t  to c o v e r  the e x p e c t e d  lo s s e s  a n d  e x p e n s e s  of the a s s o 

c i a t i o n  w h i c h T H A T  the a s s o c i a t i o n  wi l l  l i k e l y  i ncur d u r i n g  the 

p e r i o d  for w h i c h  the p r e m i u m  is a p p l i c a b l e .  T h e  p r e m i u m  s h a l l  

i n c l u d e  an a m o u n t  to c o ver i n c u r r e d  but not r e p o r t e d  l o s s e s  for 

the p e r i o d  and m a y  be a d j u s t e d  for any e x c e s s  or d e f i c i e n t  p r e m i 

ums f r o m  p r e v i o u s  p e r i o d s .  E x c e s s e s  or d e f i c i e n c i e s  f r o m  p r e v i 

o u s  p e r i o d s  m a y  be f u l l y  a d j u s t e d  in a s i n g l e  p e r i o d  or m a y  be 

a d j u s t e d  over s e v e r a l  p e r i o d s  in a m a n n e r  p r o v i d e d  for in the 

p l a n  of o p e r a t i o n .  Ea c h  m e m b e r  shall be c h a r g e d  an a m o u n t  e q u a l  

to that m e m b e r ' s  total e a r n e d  car y e a r s  of i n s u r a n c e  p r o v i d i n g  

the s e c u r i t y  r e q u i r e d  by s e c t i o n  3101(1) or 3 103(1), or both, 

w r i t t e n  in this s t a t e  d u r i n g  the p e r i o d  to w h i c h  the p r e m i u m  

a p p l i e s ,  m u l t i p l i e d  by the a v e r a g e  p r e m i u m  per car. T h e  a v e r a g e  

p r e m i u m  per car s h a l l  be the total p r e m i u m  c a l c u l a t e d  d i v i d e d  by 

the t otal e a r n e d  car y e a r s  of i n s u r a n c e  p r o v i d i n g  the s e c u r i t y  

r e q u i r e d  by s e c t i o n  3101(1) or 3103(1) w r i t t e n  in this s t a t e  of 

all m e m b e r s  d u r i n g  the p e r i o d  to w h i c h  the p r e m i u m  a p p l i e s .  As 

u s e d  in this s u b d i v i s i o n ,  "car" i n c l u d e s  a m o t o r c y c l e .
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1 (e) R e q u i r e  and a c c e p t  the p a y m e n t  of p r e m i u m s  f r o m  m e m b e r s

2 of the a s s o c i a t i o n  as p r o v i d e d  for in the p l a n  of o p e r a t i o n .  The

3 a s s o c i a t i o n  s h all do ei t h e r  of the following:

4 (i) R e q u i r e  p a y m e n t  of the p r e m i u m  in full w i t h i n  45 d a y s

5 after the p r e m i u m  charge.

6 ( i i )  R e q u i r e  p a y m e n t  of the p r e m i u m s  to be m a d e  p e r i o d i c a l l y

7 to c o v e r  the a c t u a l  c a s h  o b l i g a t i o n s  of the a s s o c i a t i o n .

8 (f) R e c e i v e  and d i s t r i b u t e  all sums r e q u i r e d  by the o p e r a -

9 tion of the a s s o c i a t i o n .

10 (g) E s t a b l i s h  p r o c e d u r e s  for r e v i e w i n g  c l a i m s  p r o c e d u r e s  a n d

11 p r a c t i c e s  of m e m b e r s  of the a s s o c i a t i o n .  If the c l a i m s  p r o c e -

12 d u res or p r a c t i c e s  of a m e m b e r  are c o n s i d e r e d  i n a d e q u a t e  to p r o p -

13 erly s e r v i c e  the l i a b i l i t i e s  of the a s s o c i a t i o n ,  the a s s o c i a t i o n

14 may u n d e r t a k e  or may c o n t r a c t  w i t h  a n o t h e r  p e r son, i n c l u d i n g

15 a n o t h e r  m e m ber, to a d j u s t  or a s s i s t  in the a d j u s t m e n t  of c l a i m s

16 for the m e m b e r  on c l a i m s  w h i c h T H A T  c r e a t e  a p o t e n t i a l  l i a b i l -

17 ity to the a s s o c i a t i o n  and may c h a r g e  the cost of the a d j u s t m e n t

18 to the member.

19 (8) In a d d i t i o n  to o t h e r  p o w e r s  g r a n t e d  to it by this s e c -

20 tion, the a s s o c i a t i o n  m a y  do all of the f o l lowing:

21 (a) Sue and be sued in the name of the a s s o c i a t i o n .  A  j u d g -

22 ment a g a i n s t  the a s s o c i a t i o n  s h all not c r e a t e  any d i r e c t  l i a b i l -

23 ity a g a i n s t  the i n d i v i d u a l  m e m b e r s  of the a s s o c i a t i o n .  T h e  a s s o -

24 c i a t i o n  may p r o v i d e  for the i n d e m n i f i c a t i o n  of its m e m b e r s ,  m e m -

25 bers of the b o a r d  of d i r e c t o r s  of the a s s o c i a t i o n ,  a n d  o f f i c e r s ,

26 emp l o y e e s ,  and o t her p e r s o n s  l a w f u l l y  a c t i n g  on b e h a l f  of the

27 a s s o c i a t i o n .
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{b) R e i n s u r e  all or any p o r t i o n  of its p o t e n t i a l  l i a b i l i t y  

w i t h  r e i n s u r e r s  l i c e n s e d  to t r a n s a c t  i n s u r a n c e  in this s t a t e  or 

a p p r o v e d  by the c o m m i s s i o n e r .

(c) P r o v i d e  for a p p r o p r i a t e  ho u s i n g ,  e q u i p m e n t ,  a n d  p e r s o n 

nel as m a y  be n e c e s s a r y  to a s s u r e  the e f f i c i e n t  o p e r a t i o n  of the 

a s s o c i a t  i o n .

(d) P u r s u a n t  to the p l a n  of o p e r a t i o n ,  a d o p t  r e a s o n a b l e  

r u l e s  for the a d m i n i s t r a t i o n  of the a s s o c i a t i o n ,  e n f o r c e  t h o s e  

rules, a n d  d e l e g a t e  a u t h o r i t y ,  as the b o a r d  c o n s i d e r s  n e c e s s a r y  

to a s s u r e  the p r o p e r  a d m i n i s t r a t i o n  and o p e r a t i o n  of the a s s o c i a 

t i o n  c o n s i s t e n t  w i t h  the p l a n  of o p e r a t i o n .

(e) C o n t r a c t  for g o o d s  and servi c e s ,  i n c l u d i n g  i n d e p e n d e n t  

c l a i m s  m a n a g e m e n t ,  a c t u a r i a l ,  i n v e s t m e n t ,  a n d  l e g a l  s e r v i c e s ,  

f r o m  o t h e r s  w i t h i n  or w i t h o u t  this s t a t e  to a s s u r e  the e f f i c i e n t  

o p e r a t i o n  of the a s s o c i a t i o n .

(f) Hear and d e t e r m i n e  c o m p l a i n t s  of a c o m p a n y  or o t h e r  

i n t e r e s t e d  p a r t y  c o n c e r n i n g  the o p e r a t i o n  of the a s s o c i a t i o n .

(g) P e r f o r m  o t h e r  ac t s  not s p e c i f i c a l l y  e n u m e r a t e d  in this 

s e c t i o n  w h i c h  T H A T  are n e c e s s a r y  or p r o p e r  to a c c o m p l i s h  the 

p u r p o s e s  of the a s s o c i a t i o n  a n d  w h i eh -■ T H A T  are not i n c o n s i s t e n t  

w i t h  this s e c t i o n  or the p l a n  of o p e r a t i o n .

(9) A b o a r d  of d i r e c t o r s  is c reated, h e r e i n a f t e r  r e f e r r e d  to 

a s  the b o a r d , w h i c h  s h a l l  be r e s p o n s i b l e  for the o p e r a t i o n  of the 

a s s o c i a t  ion c o n s i s t e n t  w i t h  the p l a n  of o p e r a t i o n  a n d  this 

s e c t i o n .

(10) T h e  p l a n  of o p e r a t i o n  shall p r o v i d e  for all of the 

foil o w i n g :
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1 (a) T h e  e s t a b l i s h m e n t  of n e c e s s a r y  f a c i l i t i e s .

2 (b) T h e  m a n a g e m e n t  a n d  o p e r a t i o n  of t h e  a s s o c i a t i o n .

3 (c )—ft—p rfrt-i-minacy~p fgmium,—p a y a M re—by - each member—in—p ro—

4 p o r t i o n  to its—t o tal—ffir s t .y e ar  p r e m i u m ,—£or—i-n-i t ial e x p e n s e s

5 n e c e s s a r y—to c o m m e n c e  o p e r a t i o n of -t h e—a s s o c i a t i o n .1

6 (C) (d ) P r o c e d u r e s  to be u t i l i z e d  in c h a r g i n g  p r e m i u m s ,

7 i n c l u d i n g  a d j u s t m e n t s  f r o m  e x c e s s  or d e f i c i e n t  p r e m i u m s  f r o m

8 p r i o r  p e r i o d s .

9 (D) (e ) P r o c e d u r e s  g o v e r n i n g  t h e  a c t u a l  p a y m e n t  o f  p r e m i -

10 urns to the a s s o c i a t i o n .

11 (E) —(■■£■) ■■■ R e i m b u r s e m e n t  of e a c h  m e m b e r  of t h e  b o a r d  b y  t h e

12 a s s o c i a t i o n  for a c t u a l  a n d  n e c e s s a r y  e x p e n s e s  i n c u r r e d  o n  a s s o c i -

13 a t i o n  b u s i n e s s .

14 (F) (g-j ■ T h e  i n v e s t m e n t  p o l i c y  of t h e  a s s o c i a t i o n .

1 3

(G) (h ) A n y  o t h e r  m a t t e r s  r e q u i r e d  by or n e c e s s a r y  to 

e f f e c t i v e l y  i m p l e m e n t  t h i s  s e c t i o n ,

(II) -H o t - .mere—t-han 30—day a afte r—the- ef fee t t-ve date.o f—th-i-s

sec t-ten?—the-commissio ner—shall convene an o rganizational.-m ee-ting

of the--board-.---°Phe board—shall.be initially compose d o-f—5.-mem b e rs

of—the assoc iatio n appointed by the commissio ne r—to serve-as 

direeto rs ,—and the commi-sstoner—o r.a desig nated rep r esentat-ive- o f

22 the .commissio ne r—se rving as an ex o fficio m em b e r o f—fehc board

23 witho ut vote-;---The -initial.boa rd and each suc-ce-ssor— EACH b o a r d

24 s h a l l  i n c l u d e  5 m e m b e r s  which . THAT w o u l d  c o n t r i b u t e  a t o t a l  of

25 not l e s s  t h a n  40% of t h e  t o t a l  p r e m i u m  c a l c u l a t e d  p u r s u a n t  to

26 s u b s e c t i o n  (7 )(d), 3 MEMBERS OF THE GENERAL PUBLIC, AND I MEMBER

27 REPRESENTING HOSPITALS, 1 MEMBER REPRESENTING REHABILITATION
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1 F A C I L I T I E S ,  A N D  I M E M B E R  R E P R E S E N T I N G  P H Y S I C I A N S ,  L I C E N S E D  U N D E R

2 T H E  P U B L I C  H E A L T H  CODE, A C T  NO. 368 O F  T H E  P U B L I C  A C T S  O F  1978,

3 B E I N G  S E C T I O N S  333.1101 T O  333.25211 O F  T H E  M I C H I G A N  C O M P I L E D

4 LAWS. E a c h  d i r e c t o r  s h a l l  be e n t i t l e d  to 1 vote. T h e  i n i t i a l

5 t e r m  of o f f i c e  of a d i r e c t o r  s h all be 2 years.

6 ( i2) As p a r t  of the p l a n  of o p e r a t i o n ,  the b o a r d  s h a l l  a d o p t

7 rules p r o v i d i n g  for the c o m p o s i t i o n  a n d  t e r m  of s u c c e s s o r  b o a r d s

8 to the i n i t i a l  board, c o n s i s t e n t  w i t h  the m e m b e r s h i p  c o m p o s i t i o n

9 r e q u i r e m e n t s  in s u b s e c t i o n s  (11) a n d  (13). T e r m s  of the d i r e c -

10 tors s h a l l  be s t a g g e r e d  so that the t erms of all the d i r e c t o r s  do

11 not e x p i r e  at the same time and so that a d i r e c t o r  d o e s  not s e rve

12 a t e r m  of m o r e  than 4 years.

13 (13) T h e  b o a r d  s h a l l  c o n s i s t  of -5- 11 d i r e c t o r s  a n d  the

14 c o m m i s s i o n e r  s h a l l  be an ex o f f i c i o  m e m b e r  of the b o a r d  w i t h o u t

15 v o t e .

16 (14) Each d i r e c t o r  s h all be a p p o i n t e d  by the c o m m i s s i o n e r

17 a n d  s h a l l  s e r v e  u n t i l  that m e m b e r ' s  s u c c e s s o r  is s e l e c t e d  a n d

18 q u a l i f i e d .  T h e  c h a i r p e r s o n  of the b o a r d  s h a l l  be e l e c t e d  by  the

19 board. A v a c a n c y  on the b o a r d  shall be f i l l e d  by the c o m m i s -

20 s i o n e r  c o n s i s t e n t  w i t h  the p l a n  of o p e r a t i o n .

21 (15) A f t e r  the b o a r d  is a p p o i n t e d ,  the b o a r d  s h a l l  m e e t  as

22 o f t e n  as the c h a i r p e r s o n ,  the c o m m i s s i o n e r ,  or the p l a n  of o p e r a -

23 ti o n  s h a l l  require, or at the r e q uest of a n y  —3— 6 m e m b e r s  of the

24 board. T h e  c h a i r p e r s o n  s h a l l  ret a i n  the right to v o t e  on all

25 issues. Four-- N I N E  m e m b e r s  of the b o a r d  s h all c o n s t i t u t e  a

26 q u o r u m .
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1 (16) An a n n u a l  report of the o p e r a t i o n s  of the a s s o c i a t i o n

2 in a fo r m  a n d  d e t a i l  as m a y  be d e t e r m i n e d  by the b o a r d  s h a l l  be

3 f u r n i s h e d  to e a c h  m e m ber.

4 (17) Not m o r e  than 60 d a y s  a f t e r  the i n i t i a l  o r g a n i z a t i o n a l

5 m e e t i n g  of the board, the b o a r d  s h all s u b m i t  to the c o m m i s s i o n e r

6 for a p p r o v a l  a p r o p o s e d  p l a n  of o p e r a t i o n  c o n s i s t e n t  w i t h  the

7 o b j e c t i v e s  and p r o v i s i o n s  of this section, w h i c h  s hall p r o v i d e

8 for the e c o n o m i c a l ,  fair, and n o n d i s c r i m i n a t o r y  a d m i n i s t r a t i o n  of

9 the a s s o c i a t i o n  and for the p r o m p t  and e f f i c i e n t  p r o v i s i o n  of

10 indemnity. If a p l a n  is not s u b m i t t e d  w i t h i n  this 6 0 - d a y  p e r i o d ,

11 then the c o m m i s s i o n e r ,  a f t e r  c o n s u l t a t i o n  w i t h  the board, s h a l l

12 f o r m u l a t e  a n d  p l a c e  into e f f e c t  a p l a n  c o n s i s t e n t  w i t h  this

13 section.

14 (18) The pl a n  of o p e r a t i o n ,  u n l e s s  a p p r o v e d  s o o n e r  in w r i t -

15 ing, shall be c o n s i d e r e d  to me e t  the r e q u i r e m e n t s  of this s e c t i o n

16 if it is not d i s a p p r o v e d  by w r i t t e n  o r der of the c o m m i s s i o n e r

17 within 30 da y s  a fter the da t e  of its s u b m i s s i o n .  B e f o r e  d i s a p -

18 proval cf all or any part of the p r o p o s e d  p l a n  of o p e r a t i o n ,  the

19 c o m m i s s i o n e r  s hall n o t i f y  the b o a r d  in wh a t  r e s p e c t  the p l a n  of

20 o p e r a t i o n  fails to meet the r e q u i r e m e n t s  and o b j e c t i v e s  of this

21 section. If the b o a r d  fails to su b m i t  a r e v i s e d  p l a n  of o p e r a -

22 tion w h i c h  T H A T  m e e t s  the r e q u i r e m e n t s  and o b j e c t i v e s  of this

23 section w i t h i n  the 30-day period, the c o m m i s s i o n e r  s h all e n t e r  an

24 order a c c o r d i n g l y  and shall i m m e d i a t e l y  f o r m u l a t e  a n d  p l a c e  into

25 effect a pl a n  c o n s i s t e n t  w i t h  the r e q u i r e m e n t s  and o b j e c t i v e s  of

26 this section.
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(19) The p r o p o s e d  p l a n  of o p e r a t i o n  or a m e n d m e n t s  to the 

p l a n  of o p e r a t i o n  s h a l l  be s u b j e c t  to m a j o r i t y  a p p r o v a l  b y  the 

board, r a t i f i e d  by a m a j o r i t y  of the m e m b e r s h i p  h a v i n g  a vote, 

w i t h  v o t i n g  r i g h t s  b e i n g  a p p o r t i o n e d  a c c o r d i n g  to the p r e m i u m s  

c h a r g e d  in s u b s e c t i o n  (7)(d) a n d  s h all be s u b j e c t  to a p p r o v a l  by 

the c o m m i s s i o n e r .

(20) U p o n  a p p r o v a l  by the c o m m i s s i o n e r  a n d  r a t i f i c a t i o n  by 

the m e m b e r s  of the p l a n  s u b m i t t e d ,  or u p o n  the p r o m u l g a t i o n  of a 

p l a n  by the c o m m i s s i o n e r ,  ea c h  i n s u r e r  a u t h o r i z e d  to w r i t e  i n s u r 

a n c e  p r o v i d i n g  the s e c u r i t y  r e q u i r e d  by s e c t i o n  3 1 0 1(1)  in this

state, as .d e f i-n ed- P R O V I D E D  in this se c t i o n ,  s h a l l  be b o u n d  by

a n d  s h a l l  f o r m a l l y  s u b s c r i b e  to a n d  p a r t i c i p a t e  in the p l a n  

a p p r o v e d  as a c o n d i t i o n  of m a i n t a i n i n g  its a u t h o r i t y  to t r a n s a c t  

i n s u r a n c e  in this state.

(21) T h e  a s s o c i a t i o n  shall be s u b j e c t  to all the r e p o r t i n g ,  

lo s s  r e serve, and i n v e s t m e n t  r e q u i r e m e n t s  of the c o m m i s s i o n e r  to 

the s a m e  e x t e n t  as w o u l d  a m e m b e r  of the a s s o c i a t i o n .

(22) P r e m i u m s  c h a r g e d  m e m b e r s  by the a s s o c i a t i o n  s h a l l  be 

r e c o g n i z e d  in the r a t e - m a k i n g  p r o c e d u r e s  for i n s u r a n c e  r a t e s  in 

the s a m e  m a n n e r  that e x p e n s e s  and p r e m i u m  t axes a r e  r e c o g n i z e d .

(23) T h e  c o m m i s s i o n e r  or an a u t h o r i z e d  r e p r e s e n t a t i v e  of the 

c o m m i s s i o n e r  m a y  v i s i t  the a s s o c i a t i o n  at a n y  time a n d  e x a m i n e  

an y  a n d  all the a s s o c i a t i o n ' s  affairs.

(24) T h i s  se c t i o n -sha -1-1 .ta k e e f f ect o n - J u l y—H —) 9 76. The

a s s o c i a t i o n  s h a l l  not h a v e  l i a b i l i t y  for l o s s e s  o c c u r r i n g  b e f o r e

■th e- e f f e c t-i v e d a te o f -th-ia■ s e c ti o n  J U L Y  1, 1978.
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, (25) T H E  B U S I N E S S  W H I C H  T H E  B O A R D  MAY P E R F O R M  S H A L L  BE

2 C O N D U C T E D  AT A P U B L I C  M E E T I N G  OF T H E  B O A R D  H E L D  IN C O M P L I A N C E

3 WITH T H E  O P E N  M E E T I N G S  ACT, A C T  NO. 267 O F  T H E  P U B L I C  A C T S  O F

4 1976, B E I N G  S E C T I O N S  15.261 TO  15.275 O F  T H E  M I C H I G A N  C O M P I L E D

5 LAWS.

6 (26) A W R I T I N G  PREPA R E D ,  OWNED, USED, IN P O S S E S S I O N  OF, O R

7 R E T A I N E D  BY T H E  B O A R D  IN T H E  P E R F O R M A N C E  OF A N  O F F I C I A L  F U N C T I O N

8 IS S U B J E C T  TO  T H E  F R E E D O M  O F  I N F O R M A T I O N  ACT, A C T  NO. 442 O F  T H E

9 PUBLIC A C T S  OF  1976, B E I N G  S E C T I O N S  15.231 T O  15.246 O F  T H E

10 MIC H I G A N  C O M P I L E D  LAWS.

11 Sec. 3135. (1) A p e r s o n  r e m ains s u b j e c t  to tort l i a b i l i t y

12 for n o n e c o n o m i c  loss c a u s e d  by his or her o w n e r s h i p ,  m a i n t e n a n c e ,

13 or use of a m o t o r  v e h i c l e  o n l y  if the i n j u r e d  p e r s o n  has s u f f e r e d

14 death, s e r i o u s  i m p a i r m e n t  of bo d y  function, or p e r m a n e n t  s e r i o u s

15 d i s f i g u r e m e n t .

16 (2) FOR A C A U S E  O F  A C T I O N  FOR D A M A G E S  P U R S U A N T  T O  S U B S E C T I O N

17 (1) F I L E D  ON  OR A F T E R  120 D A Y S  A F T E R  T H E  E F F E C T I V E  D A T E  O F  T H I S

18 SUBSECTION, A L L  O F  T H E  F O L L O W I N G  APPLY:

19 (A) D A M A G E S  S H A L L  NOT BE A S S E S S E D  IN F A V O R  O F  A N  I N J U R E D

20 PERSON WHO, FOR T H E  A C C I D E N T  T H A T  C A U S E D  T H E  INJURY, IS C O N V I C T E D

21 OF A V I O L A T I O N  O F  S E C T I O N  625(1), (4), O R  (5) O F  T H E  M I C H I G A N

22 VEHICLE CODE, A C T  NO. 300 O F  T H E  P U B L I C  A C T S  O F  1949, B E I N G  S E C -

23 TION 2 5 7 . 6 2 5  O F  T H E  M I C H I G A N  C O M P I L E D  LAWS, O R  A  L O C A L  O R D I N A N C E

24 S U B S T A N T I A L L Y  C O R R E S P O N D I N G  T O  S E C T I O N  625(1) O F  A C T  NO. 300 O F

25 THE P U B L I C  A C T S  O F  1949, A N D  IS M O R E  T H A N  50% A T  FAULT.

26 (B) T H E  I S S U E  O F  W H E T H E R  A N  I N J U R E D  P E R S O N  H A S  S U F F E R E D

27 SERIOUS I M P A I R M E N T  O F  BO D Y  F U N C T I O N  OR  P E R M A N E N T  S E R I O U S

! 7

0 3 7 2 0 ' 9 5



1

2

3

4

5

6

7

a

9

I 0

11

I 2

1 3

1 4

1 5

1 6

I 7

I 8

1 9

20

21

22
23

24

D I S F I G U R E M E N T  DOES N O T  H A V E  T O  BE M E T  BY A N  I N J U R E D  P E R S O N  TO  

R E C O V E R - N O N E C O N O M I C  L O S S  IF T H A T  I N J U R E D  P E R S O N ' S  I N J U R I E S  W E R E  

C A U S E D  BY A D R I V E R  WHO, F O R  T H E  A C C I D E N T  T H A T  C A U S E D  T H E  INJURY,

IS C O N V I C T E D  O F  A  V I O L A T I O N  O F  S E C T I O N  625(1), (4), O R  (5) O F  ACT 

NO. 300 O F  T H E  P U B L I C  A C T S  O F  1949, O R  A  L O C A L  O R D I N A N C E  S U B S T A N 

T I A L L Y  C O R R E S P O N D I N G  T O  S E C T I O N  625(1) O F  A C T  NO. 300 O F  T H E  

P U B L I C  A C T S  O F  1949.

(3) -(2 f~ N o t w i t h s t a n d i n g  a n y  o t her p r o v i s i o n  of law, tort 

l i a b i l i t y  a r i s i n g  fr o m  the o w n e r s h i p ,  m a i n t e n a n c e ,  or u s e  w i t h i n  

this s t a t e  of a m o t o r  v e h i c l e  w i t h  r e s p e c t  to w h i c h  the s e c u r i t y

r e q u i r e d  by s e c t i o n  3 1 0 1 (3>.a n d—t+j— 3101(1) was in e f f e c t  is

a b o l i s h e d  e x c e p t  as to:

(a) I n t e n t i o n a l l y  c a u s e d  h a r m  to p e r s o n s  or p r o p e r t y .  Even 

t h o u g h  a p e r s o n  k n o w s  that h a r m  to p e r s o n s  or p r o p e r t y  is s u b 

s t a n t i a l l y  c e r t a i n  to be c a u s e d  by his or her act or o m i s s i o n ,  

the p e r s o n  d o e s  not c a u s e  or suffer au e h T H A T  h a r m  i n t e n t i o n 

a l l y  if he or she ac t s  or r e f r a i n s  f r o m  a c t i n g  for the p u r p o s e  of 

a v e r t i n g  in j u r y  to any person, i n c l u d i n g  h i m s e l f  or h e r s e l f ,  or 

for the p u r p o s e  of a v e r t i n g  d a m a g e  to t a n g i b l e  p r o p e r t y .

(b) D a m a g e s  for n o n e c o n o m i c  loss as p r o v i d e d  a n d  l i m i t e d  in 

-strb s e cfeien S U B S E C T I O N S  (1) A N D  (2).

(c) D a m a g e s  for a l l o w a b l e  e x p e nses, wo r k  loss, a n d  

s u r v i v o r ' s  loss as d e f i n e d  in s e c t i o n s  3107 to 3110 in e x c e s s  of 

the daily, m o n t h l y ,  and 3-year l i m i t a t i o n s  c o n t a i n e d  in t h o s e  

s e c t i o n s .  T h e  p a r t y  l i a b l e  for d a m a g e s  is e n t i t l e d  to an e x e m p 

tion r e d u c i n g  his or her l i a b i l i t y  by the a m o u n t  of t a x e s  that
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0 3 7 2 0 ' 9 5



1 w o u l d  h a v e  be e n  p a y a b l e  on a c c o u n t  of in c o m e  the i n j u r e d  p e r s o n

2 w o u l d  h a v e  r e c e i v e d  if he or she had not b e e n  injured.

3 (d) D a m a g e s  up to $ 4 0 0 . 0 0  to m o t o r  v e h i c l e s ,  to the e x t e n t

4 that the d a m a g e s  are not c o v e r e d  by insurance. An  a c t i o n  for

5 d a m a g e s  p u r s u a n t  to this s u b d i v i s i o n  s h all be c o n d u c t e d  in c o m -

6 p l i a n c e  w i t h  s u b s e c t i o n  (3). (4).

7 (4) —1"3)— In an a c t i o n  for d a m a g e s  p u r s u a n t  to s u b s e c t i o n

8 -f-2) fd) (3) (D) :

9 (a) D a m a g e s  s hall be a s s e s s e d  on the b a s i s  of c o m p a r a t i v e

10 fault, e x c e p t  that d a m a g e s  shall not be a s s e s s e d  in favor of a

11 party w h o  is m o r e  than 50% at fault.

12 (b) L i a b i l i t y  shall not be a c o m p o n e n t  of r e s i d u a l  l i a b i l i -

13 ty, as p r e s c r i b e d  in s e c t i o n  3131, for w h i c h  m a i n t e n a n c e  of

14 s e c u r i t y  is r e q u i r e d  by this act.

15 (5) - (■4)— A c t i o n s  under s u b s e c t i o n  --{-2 )(d )- (3)(D) s h a l l  be

16 commenced, w h e n e v e r  l e g a l l y  p o s s i b l e ,  in the s m a l l  c l a i m s  d i v i -

17 sion of the d i s t r i c t  c o u r t  or -.t-hc c o n c i l i a t i-on--d i v i s i o n o f t h e

18 common p l e as c o u rt o f—the ei t y  of D e t r o it or the m u n i c i p a l

19 court. If the d e f e n d a n t  or p l a i n t i f f  r e m o v e s  s u e h a n. T H E

20 action to a h i g h e r  c o urt and does not pr e v a i l ,  the j u d g e  m a y

21 assess costs.

22 (6) -(-5).- A d e c i s i o n  of a court m a d e  p u r s u a n t  to s u b s e c t i o n

23  dt v—shall n o t b e  ( 3 ) {D ) IS N O T  res j u d i c a t a  in a n y  p r o c e e d -

24 ing to d e t e r m i n e  any o t her l i a b i l i t y  a r i s i n g  f r o m  the s a m e  c i r -

25 c u m s t a n c e s  as g a v e  rise to the a c t i o n  b r o u g h t  p u r s u a n t  to s u b s e c -

26 tion .-f 2 )-f d ) ( 3 ) ( D ) .
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—H n—Bubaect-irOft-a—( 2 ) (d j — ( 3 f~;— ( 4-)-,—and—(-S-)—ahall—take—e-££ eet 

J u l y  ■ t ,-+ 9 a e—■

SEC. 6112. (1) B E G I N N I N G  M A R C H  1, 1996, E A C H  A U T O M O B I L E  

I N S U R E R  S H A L L  R E P O R T  A N N U A L L Y  T O  T H E  C O M M I S S I O N E R  O N  A U T O M O B I L E  

T H E F T  C L A I M S  I N C L U D I N G  A L L  OF  T H E  F O L L O W I N G  BY V E H I C L E  I D E N T I F I 

C A T I O N  NUMBER:

(A) A L L  A U T O M O B I L E S  I N S U R E D  BY T H E  I N S U R E R  T H A T  W E R E  

R E P O R T E D  S T O L E N  IN T H E  I M M E D I A T E L Y  P R E C E D I N G  YEAR.

(B) ALL P A Y M E N T S  M A D E  BY T H E  I N S U R E R  F O R  S T O L E N  V E H I C L E S  IN 

T H E  I M M E D I A T E L Y  P R E C E D I N G  YEAR.

(C) T H E  N U M B E R  OF  R E C O V E R E D  S T O L E N  V E H I C L E S  I N S U R E D  BY  T H E  

I N S U R E R  A N D  T H E I R  S A L V A G E  V A L U E  A N D  A N Y  F E E S  P A I D  BY T H E  I N S U R E R  

F O R  S T O R A G E  IN T H E  I M M E D I A T E L Y  P R E C E D I N G  YEAR.

(2) T H E  C O M M I S S I O N E R  S H A L L  D E V E L O P  B E F O R E  D E C E M B E R  1, 1995 A 

R E P O R T I N G  FO R M  T H A T  I N S U R E R S  S H A L L  U S E  IN C O M P L Y I N G  W I T H  S U B S E C 

T I O N  ( I ) .

(3) T H E  C O M M I S S I O N E R  S H A L L  R E P O R T  A N N U A L L Y  T O  T H E  S E N A T E  A N D  

H O U S E  OF  R E P R E S E N T A T I V E S  S T A N D I N G  C O M M I T T E E S  O N  I N S U R A N C E  I S S U E S  

A S U M M A R Y  OF  T H E  I N F O R M A T I O N  R E P O R T E D  U N D E R  S U B S E C T I O N  (1).
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