THE INSURANCE CODE OF 1956
Act 218 of 1956

AN ACT to revise, consolidate, and classify the laws relating to the insurance and surety business; to
regulate the incorporation or formation of domestic insurance and surety companies and associations and the
admission of foreign and alien companies and associations; to provide their rights, powers, and immunities
and to prescribe the conditions on which companies and associations organized, existing, or authorized under
this act may exercise their powers; to provide the rights, powers, and immunities and to prescribe the
conditions on which other persons, firms, corporations, associations, risk retention groups, and purchasing
groups engaged in an insurance or surety business may exercise their powers; to provide for the imposition of
a privilege fee on domestic insurance companies and associations and the state accident fund; to provide for
the imposition of a tax on the business of foreign and alien companies and associations; to provide for the
imposition of atax on risk retention groups and purchasing groups; to provide for the imposition of atax on
the business of surplus line agents; to provide for the imposition of regulatory fees on certain insurers; to
provide for assessment fees on certain health maintenance organizations; to modify tort liability arising out of
certain accidents; to provide for limited actions with respect to that modified tort liability and to prescribe
certain procedures for maintaining those actions; to require security for losses arising out of certain accidents;
to provide for the continued availability and affordability of automobile insurance and homeowners insurance
in this state and to facilitate the purchase of that insurance by all residents of this state at fair and reasonable
rates; to provide for certain reporting with respect to insurance and with respect to certain claims against
uninsured or self-insured persons; to prescribe duties for certain state departments and officers with respect to
that reporting; to provide for certain assessments; to establish and continue certain state insurance funds; to
modify and clarify the status, rights, powers, duties, and operations of the nonprofit malpractice insurance
fund; to provide for the departmental supervision and regulation of the insurance and surety business within
this state; to provide for regulation over worker's compensation self-insurers; to provide for the conservation,
rehabilitation, or liquidation of unsound or insolvent insurers; to provide for the protection of policyholders,
claimants, and creditors of unsound or insolvent insurers; to provide for associations of insurers to protect
policyholders and claimants in the event of insurer insolvencies; to prescribe educational regquirements for
insurance agents and solicitors; to provide for the regulation of multiple employer welfare arrangements; to
create an automobile theft prevention authority to reduce the number of automobile thefts in this state; to
prescribe the powers and duties of the automobile theft prevention authority; to provide certain powers and
duties upon certain officials, departments, and authorities of this state; to provide for an appropriation; to
repeal acts and parts of acts; and to provide penalties for the violation of this act.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1972, Act 294, Eff. Mar. 30, 1973;00 Am. 1977, Act 42, Imd. Eff. June 28, 19770
Am. 1979, Act 145, Imd. Eff. Nov. 13, 1979;0 Am. 1980, Act 41, Imd. Eff. Mar. 17, 1980;00 Am. 1982, Act 194, Imd. Eff. June 28,
1982;01 Am. 1986, Act 10, Imd. EFff. Feb. 28, 1986;01 Am. 1986, Act 121, Imd. Eff. May 28, 1986;(1 Am. 1986, Act 173, Imd. Eff. July
7,1986;00 Am. 1989, Act 214, Eff. Jan. 1, 1990;0 Am. 1991, Act 24, Imd. Eff. May 20, 1991;00 Am. 1994, Act 228, Imd. Eff. June 30,
1994;00 Am. 1998, Act 457, Imd. Eff. Jan. 4, 1999;00 Am. 2002, Act 304, Imd. Eff. May 10, 2002.

Compiler's note: Act 143 of 1993, which amended this act, was submitted to the people by referendum petition (as Proposal C) and
rejected by amagjority of the votes cast at the November 8, 1994, general election.

For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of Licensing and
Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled MCL 445.2003 of the Michigan compiled laws.

Popular name: Act 218

The People of the State of Michigan enact:

CHAPTER 1
SCOPE OF CODE

500.100 Insurance code of 1956; short title.
Sec. 100. This act shall be known and may be cited as "the insurance code of 1956".
History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
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2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
Popular name: Act 218
Popular name: Essentia Insurance

500.102 Definitions.

Sec. 102. Asused in this act:

(a) "Commissioner" means the director.

(b) "Department" means the department of insurance and financial services.

(c) "Director" means, unless the context clearly implies a different meaning, the director of the department.

(d) "Office of financial and insurance regulation" and "office of financial and insurance services' mean the
department.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 2000, Act 252, Imd. Eff. June 29, 2000;00 Am. 2014, Act 509, Imd. Eff. Jan. 14,
2015;0 Am. 2014, Act 566, Imd. Eff. Jan. 15, 2015;00 Am. 2014, Act 571, Eff. Mar. 31, 2015.

Compiler'snote: Enacting section 1 of Act 566 of 2014 provides:

"Enacting section 1. (1) This amendatory act shall not be construed to do any of the following:

(a) Authorize this state or an agency of this state to conduct or oversee state-level governmental consumer assistance functions for an
American health benefit exchange established or operating in this state under the patient protection and affordable care act, Public Law
111-148, as amended by the health care and education reconciliation act of 2010, Public Law 111-152.

(b) Convey any administrative, statutory, rule-making, or other power to this state or an agency of this state to authorize, establish, or
operate an American health benefit exchange in this state that did not exist before the effective date of this amendatory act.

(2) Itistheintent of this legislature that any consumer assistance functions by or overseen by this state or an agency of this state with
regard to an American health benefit exchange shall be conducted in a manner that utilizes and highlights Michigan-based resources,
including insurance producers, in order to best serve the residents of this state and to ensure appropriate health care decisions.”

Enacting section 2 of Act 566 of 2014 provides:

"Enacting section 2. This amendatory act appliesto policies, certificates, or contracts delivered, issued for delivery, or renewed in this
state on and after the effective date of this amendatory act.”

Popular name: Act 218
Popular name: Essentia Insurance

500.103 “Revenue commissioner” defined.

Sec. 103. As used in this code, "revenue commissioner” means the state commissioner of revenue
appointed under Act No. 122 of the Public Acts of 1941, being sections 205.1 to 205.31 of the Michigan
Compiled Laws.

History: Add. 1990, Act 256, Imd. Eff. Oct. 15, 1990.

Popular name: Act 218

Popular name: Essentia Insurance

500.106 "Health maintenance organization" and "insurer" defined.

Sec. 106. Asused in this act:

(a) "Health maintenance organization" means that term as defined in section 3501.

(b) "Insurer" means an individual, corporation, association, partnership, reciprocal exchange, inter-insurer,
Lloyds organization, fraternal benefit society, or other legal entity, engaged or attempting to engage in the
business of making insurance or surety contracts. Except as otherwise provided in section 3503 and unless the
context requires otherwise, insurer includes a health maintenance organization.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 2016, Act 276, Imd. Eff. July 1, 2016.

Popular name: Act 218

Popular name: Essentia Insurance

500.108 Authorized, unauthorized insurer; definitions.

Sec. 108. Asused in this code:

(2) "Authorized" insurer means an insurer duly authorized, by a subsisting certificate of authority issued by
the commissioner, to transact insurance in this state.

(2) "Unauthorized" insurer means an insurer not so authorized to transact insurance in this state.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.110 Domestic, foreign, alien; definitions.

Sec. 110. As used in this code:

(2) "Domestic" insurer means an insurer formed under the laws of this state.
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(2) "Foreign" insurer means an insurer formed under the laws of the District of Columbia, or some state,
commonwealth, territory, or possession of the United States of America other than the state of Michigan.

(3) "Alien" insurer means an insurer formed under the laws of a country other than the United States of
Americaor any state, district, commonwealth, territory, or possession of the United States of America.

(4) Unless the context otherwise requires or unless the same subject is treated in this code by a provision
expressly applying to alien insurers, the term "foreign insurer” as used in a particular section of this code shall
be deemed to include also alien insurers.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.114 Person; definition.

Sec. 114. "Person" as used in this code includes an individual, insurer, company, association, organization,
Lloyds, society, reciprocal or inter-insurance exchange, partnership, syndicate, business trust, corporation,
and any other legal entity.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.115 Definitions.

Sec. 115. Asused in this act unless the context clearly indicates otherwise:

(a) "Affiliate" or a person "affiliated” with a specific person means a person that directly, or indirectly
through 1 or more intermediaries, controls, is controlled by, or is under common control with the person
specified.

(b) "Contral" including the terms "controlling", "controlled by", and "under common control with" mean
the following:

(i) Except as otherwise provided in subparagraph (ii), the possession or the contingent or noncontingent
right to acquire possession, direct or indirect, of the power to direct or cause the direction of the management
and policies of a person, whether through the ownership of voting securities, by contract including acquisition
of assets or bulk reinsurance, other than a commercia contract for goods or nonmanagement services, by
pledge of securities, or otherwise, unless the power is the result of an official position with or corporate office
held by the person. Control is presumed to exist if any person, by formal or informal arrangement, device, or
understanding, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing 10% or more of the voting securities of any other person or for a mutual insurer owns 10% or
more of the insurer's surplus through surplus notes, guarantee fund certificates or other evidence of
indebtedness issued by the insurer. This presumption may be rebutted by a showing made in the manner
provided by section 1332 that control does not in fact exist. The commissioner may determine after furnishing
to al personsin interest notice and an opportunity to be heard and making specific findings of fact to support
the determination that control in fact exists notwithstanding the absence of a presumption to that effect.

(it) "Control", for the purpose of section 1243 and chapter 5 only, means 1 or more of the following:

(A) Ownership, control, or power to vote 25% or more of the outstanding shares of any class of voting
security of the company, directly or indirectly, or acting through 1 or more other persons.

(B) Control in any manner over the election of a majority of the directors, trustees, or general partners or
individuals exercising similar functions of the company.

(C) The power to exercise, directly or indirectly, a controlling influence over the management or policies
of the company, as the commissioner determines.

(¢) "Insurance holding company system" means 2 or more affiliated persons, 1 or more of which is an
insurer.

(d) "Securityholder" of a specified person means a person who owns any security of the person, including
common stock, preferred stock, debt obligations, and any other security convertible into or evidencing the
right to acquire any of the foregoing.

(e) "Subsidiary" of a specified person means an affiliate controlled by that person directly or indirectly
through 1 or more intermediaries.

(f) "Voting security" includes any security convertible into or evidencing a right to acquire a voting
security.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00 Am. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218
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Popular name: Essentia Insurance

500.116 Additional definitions.

Sec. 116. Asused in this act:

(8 "Enrollee” means an individual who is entitled to receive health services under a health insurance
contract, unless the context requires otherwise.

(b) "Hazardous to policyholders, creditors, and the public' means that an insurer, with respect to the
financial condition of its business, is not safe, reliable, and entitled to public confidence.

(c) "In the reasonable exercise of discretion" means that an order, decision, determination, finding, ruling,
opinion, action, or inaction was based upon facts reasonably found to exist and was not inconsistent with
generally acceptable standards and practices of those knowledgeable in the field in question.

(d) "Insurance policy" or "insurance contract" means a contract of insurance, indemnity, suretyship, or
annuity issued or proposed or intended for issuance by a person engaged in the business of insurance. Unless
the context requires otherwise, insurance contract includes a health maintenance contract, as that term is
defined in section 3501.

(e) "Insurance producer" means that term as defined in section 1201.

(f) "Large employer" means an employer that is not a small employer as defined in section 3701.

(g) "Participating provider" means a provider that, under contract with an insurer that issues policies of
health insurance or with such an insurer's contractor or subcontractor, has agreed to provide hedth care
services to covered individuals and to accept payment by the insurer, contractor, or subcontractor for covered
services as payment in full, other than coinsurance, copayments, or deductibles.

(h) "Safe, reliable, and entitled to public confidence" means that an insurer meets all of the following:

(i) With respect to its financial standards and conduct and discharge of its obligations to policyholders and
creditors, has complied and continues to comply with the specific requirements of this act and, if relevant, the
insurance codes or acts of its state of domicile and other states in which it is authorized to conduct an
insurance business.

(if) Has made and continues to make reasonable financia provisions and apply sound insurance principles
so as to provide reasonable margins of financial safety with respect to the insurance and other obligations it
has assumed and continues to assume such that the insurer will be able to discharge those obligations under
any reasonable conditions and contingencies taking into account without limitation reasonably anticipated
contingencies, including those affecting changes in the projections of liabilities, fluctuations in value of
assets, alterations in projections as to when obligations may become due, and expected and unexpected new
claims with respect to obligations.

(i) "Service area' means that term as defined in section 3501, unless the context requires otherwise.

(j) Except as used in chapters 24, 26, 72, 76, and 81, "subscriber" means an individual who enters into an
insurance contract for health insurance, or on whose behalf an insurance contract for health insurance is
entered into, with an insurer.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;1 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218
Popular name: Essentia Insurance

500.118 Treatment of alien insurer as foreign insurer.

Sec. 118. If an dlien insurer is domiciled in a country other than the United States that has an agreement
with the United States whereby each agrees to treat insurers domiciled in the other country the same as
insurers domiciled in its own country, the alien insurer may apply for a certificate of authority as a foreign
insurer pursuant to section 424. If the certificate of authority as a foreign insurer is granted, the alien insurer
shall be treated as a foreign insurer under this act, but only to the extent that the other country and its political
subdivisions in which the alien insurer is domiciled actually extend like treatment to insurers domiciled in the
United States.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992,

Popular name: Act 218

Popular name: Essentia Insurance

500.120 Insurance, surety, or health maintenance organization transactions; compliance with
act.

Sec. 120. A person shall not transact an insurance, surety, or health maintenance organization business in
this state, or relative to a subject resident, located or to be performed in this state, without complying with the
applicable provisions of this act.
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History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218
Popular name: Essentia Insurance

500.121 Surety; rights; remedies; relief.

Sec. 121. (1) A person and a surety may agree to deposit any asset that the surety may be held responsible
for into afinancial institution that is authorized to transact business in this state in such manner as to prevent
the withdrawal of the asset or any part of the asset except with the written consent of the surety or an order of
the court made on such notice to the person and the surety as the court directs.

(2) A person acting in a fiduciary capacity who is required to obtain a bond may include the cost of
obtaining the bond as part of the expense of acting as afiduciary if allowed by the court to which the fiduciary
is required to account and so long as the cost does not exceed 1% annually of the bond amount or an amount
otherwise approved by the commissioner. The surety on a bond under this subsection may apply to the court
for an order relieving the surety of liability for future acts of the fiduciary. Following notice and a hearing, the
court may enter an order discharging the surety from liability arising out of acts or omissions occurring after
the date of the order on such terms and conditions as the court considers necessary to protect the fiduciary
estate and its beneficiaries.

(3) A person required to furnish a bond may use any surety that holds a certificate of authority issued under
this chapter and so long as the amount of the bond is within the surety's risk limitation under section 640.

(4) Upon payment of the obligation secured by the bond, a surety is subrogated to the rights of the party to
whom it made payment including any security or priority to which its subrogor was entitled.

(5) The corporate surety on a bond shall be released or discharged from its liability on the same terms and
conditions as are applicable to the release or discharge of individual sureties. A surety has al rights, remedies,
and relief to which an individual guarantor or indemnitor would be entitled.

History: Add. 2001, Act 182, Imd. Eff. Dec. 21, 2001.

Popular name: Act 218

Popular name: Essentia Insurance

500.122 Applicability of Michigan antitrust reform act.

Sec. 122. Transactions or conduct authorized, prohibited, or permitted under a regulatory scheme under
this code shall not be subject to the Michigan antitrust reform act, Act No. 274 of the Public Acts of 1984,
being sections 445.771 to 445.788 of the Michigan Compiled Laws. The fact that a transaction or conduct
concerns the business of insurance shall not exempt it from the Michigan antitrust reform act unless the
activity has been authorized, prohibited, or permitted under aregulatory scheme under this code.

History: Add. 1986, Act 173, Imd. Eff. July 7, 1986.

Popular name: Act 218

Popular name: Essentia Insurance

500.124 Exceptions.
Sec. 124. This code shall not apply to:
(a) Domestic farmers and other special risk mutual property insurers, as identified in chapter 68, except as
stated in chapter 68.
(b) Fraternal benefit societies, except as stated in chapter 81a.
(c) A multiple employer welfare arrangement regul ated under chapter 70, except as provided in chapter 70.
History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1986, Act 121, Imd. Eff. May 28, 1986;01 Am. 1990, Act 1, Eff. Apr. 1, 1990.
Popular name: Act 218
Popular name: Essentia Insurance

500.125 Service contract not subject to act; "consumer product" and "service contract"
defined.

Sec. 125. (1) A service contract is not insurance or the business of insurance and is not subject to this act.

(2) Asused in this section;

(a) "Consumer product" means any tangible personal property that is distributed in commerce and is
normally used for personal, family, or household purposes, including any tangible persona property intended
to be attached to or installed in any real property without regard to whether it is so attached or installed.

(b) "Service contract" means a written contract that is sold for stated consideration for a specific duration
that provides any of the following:

(i) To perform or provide reimbursement for the repair, replacement, or maintenance of a consumer
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product because of the operational or structural failure of the consumer product due to a defect in materials or
workmanship; accidental damage from handling, power surge, or interruption; or normal wear and tear, with
or without additional provisions for incidental payment of indemnity under limited circumstances, including,
but not limited to, towing, rental, and emergency road service.

(i) The repair or replacement or indemnification for the repair or replacement of a motor vehicle for the
operational or structural failure of 1 or more parts or systems of the motor vehicle brought about by the failure
of an additive product to perform as represented.

(iif) The repair or replacement of tires or wheels on a motor vehicle damaged as a result of coming into
contact with road hazards, including, but not limited to, potholes, rocks, wood debris, metal parts, glass,
plastic, curbs, or composite scraps.

(iv) The removal of dents, dings, or creases on a motor vehicle that can be repaired using the process of
paintless dent removal without affecting the existing paint finish and without replacing vehicle body panels,
sanding, bonding, or painting.

(V) The repair of small motor vehicle windshield chips or cracks, or if awindshield cannot be repaired, the
replacement of the windshield.

(vi) The replacement of an inoperable, lost, or stolen motor vehicle key or key fob.

History: Add. 2014, Act 110, Imd. Eff. Apr. 10, 2014.

Popular name: Act 218

Popular name: Essential Insurance

500.126 Waiver of customer liability agreement; definitions.

Sec. 126. (1) A waiver of customer liability agreement is not insurance or the business of insurance and is
not subject to this act.

(2) Asused in this section:

(a) "Service provider" means a public or private provider of electricity, natural gas, water, sewer, solid
waste collection, or any other similar service, and any provider of communications services involving the
transmission of data or any other information or signals utilizing any medium or method, including, but not
limited to, cable or broadband service, IP-enabled voice service, cellular or mobile service, or any other
similar service.

(b) "Waiver of customer liability agreement” means an optional agreement between a service provider and
a customer of the service provider under which the service provider agrees, in return for a specified charge
payable by the customer to the service provider, to waive al or a portion of the customer's liahility to the
service provider for incurred charges during a defined period in the event of any 1 or more of the following:
the customer's call to active military service; involuntary unemployment; death; disability; hospitalization;
marriage; divorce; evacuation; displacement due to natural disaster or other cause; qualification for family
leave; or similar qualifying event or condition. A waiver of customer liability may be contained in the
agreement under which the service provider provides services to the customer or in a separate agreement
between the service provider and the customer.

History: Add. 2006, Act 432, Imd. Eff. Oct. 5, 2006.

Popular name: Act 218

Popular name: Essential Insurance

500.127 Guaranteed asset protection waiver; certificate of authority or license not required,;
issuance not construed as insurance; definitions.

Sec. 127. (1) A guaranteed asset protection waiver that is subject to the guaranteed asset protection waiver
act is not insurance or the business of insurance and is not subject to this act.

(2) A person is not required to obtain a certificate of authority or license under this act to market, sell, or
offer to sell guaranteed asset protection waivers in compliance with the guaranteed asset protection waiver act
to borrowers.

(3) A guaranteed asset protection waiver issued before the effective date of the amendatory act that added
this section shall not be construed as insurance.

(4) As used in this section, "borrower" and "guaranteed asset protection waiver" mean those terms as
defined in section 3 of the guaranteed asset protection waiver act.

History: Add. 2009, Act 230, Imd. Eff. Jan. 8, 2010.

Popular name: Act 218

Popular name: Essentia Insurance

500.128 Additional exceptions.
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Sec. 128. This code shall not apply to:

(8) Nonprofit organizations of a purely philanthropic or social character, which may issue protection for
the benefit of their members in amounts not to exceed $150.00 death benefit or $6.00 per week sickness or
accident benefit upon compliance with provisions of the nonprofit corporation act, Act No. 162 of the Public
Acts of 1982, being sections 450.2101 to 450.3192 of the Michigan Compiled Laws, and with the further and
additional requirements that commissions or fees shall not be charged in such transactions, nor shall these
organizations be formed or operated principally or primarily for the purpose of issuing such policies or
contracts of insurance.

(b) Organizations legally operating under exceptions to the application of the insurance code in force and
effect heretofore, provided these organizations shall notify the commissioner of their intention to so continue,
and shall furnish with that notice satisfactory proof of their eigibility under said exceptions. The
commissioner shall not be required to accept any notice filed later than December 31, 1945.

(c) Those fraternal and other societies, orders, associations, and organizations exempted pursuant to section
8199, exempted fraternal societies and other organizations, but subject to the provisions of section 8199.

(d) Voluntary associations of employees which provide death, accident, or sickness benefits to persons
employed by the same employer.

(e) The Mennonite aid association of Indianaand Michigan.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1986, Act 318, Eff. June 1, 1987;0 Am. 1990, Act 1, Eff. Apr. 1, 1990.

Popular name: Act 218

Popular name: Essentia Insurance

500.129 Medical retainer agreement not subject to act.

Sec. 129. (1) A medical retainer agreement is not insurance and is not subject to this act. Entering into a
medical retainer agreement is not the business of insurance and is not subject to this act.

(2) A health care provider or agent of a health care provider is not required to obtain a certificate of
authority or license under this act to market, sell, or offer to sell amedical retainer agreement.

(3) To be considered a medical retainer agreement for the purposes of this section, the agreement must
meet all of the following requirements:

(a) Beinwriting.

(b) Be signed by the health care provider or agent of the health care provider and the individua patient or
his or her legal representative.

(c) Allow either party to terminate the agreement on written notice to the other party.

(d) Describe and quantify the specific routine health care services that are included in the agreement.

(e) Specify the fee for the agreement.

(f) Specify the period of time under the agreement.

(g) Prominently state in writing that the agreement is not health insurance.

(h) Prohibit the health care provider and the patient from billing an insurer or other third party payer for the
services provided under the agreement.

(i) Prominently state in writing that the individual patient must pay the provider for all services not
specified in the agreement and not otherwise covered by insurance.

(4) Asused in this section:;

(a) "Health care provider" means an individual or other legal entity that islicensed, registered, or otherwise
authorized to provide a health care service in this state under the public health code, 1978 PA 368, MCL
333.1101 to 333.25211. Health care provider includes an individual or other legal entity alone or with others
professionally associated with the individual or other legal entity.

(b) "Medical retainer agreement” means a contract between a health care provider and an individual patient
or his or her legal representative in which the health care provider agrees to provide routine health care
services to the individual patient for an agreed-upon fee and period of time.

(c) "Routine health care service" means only the following:

(i) Screening, assessment, diagnosis, and treatment for the purpose of promotion of health or the detection
and management of disease or injury.

(if) Medical supplies and prescription drugs that are dispensed in a health care provider's office or facility
site.

(iif) Laboratory work including routine blood screening or routine pathology screening performed by a
laboratory that meets either of the following requirements:

(A) Is associated with the health care provider that is a party to the medical retainer agreement.

(B) If not associated with the health care provider as described in sub-subparagraph (A), has entered into
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an agreement with the health care provider that is a party to the medical retainer agreement to provide the
laboratory work without charging afee to the patient for the laboratory work.

History: Add. 2014, Act 522, Eff. Mar. 31, 2015.

500.132 Saving clause; incumbent officers.

Sec. 132. Continuation by this act of any state department or any office existing under any act repeaed
herein preserves such department and preserves the tenure of the individua holding such office at the
effective date of this act.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.134 Validity of certificate of authority or license in force prior to January 1, 1957; validity
of plan of operation and premium or assessment; association or facility not state agency
and money thereof not state money; records exempt from disclosure; premium or
assessment not burden under MCL 500.476a; “association or facility” defined.

Sec. 134. (1) Every certificate of authority or license in force immediately prior to January 1, 1957 and
existing under any act repealed by this act isvalid until its original expiration date, unless earlier terminated in
accordance with this act.

(2) Any plan of operation adopted by an association or facility, and any premium or assessment levied
against an insurer member of that association or facility, is hereby validated retroactively to the date of its
original adoption or levy and shall continue in force and effect according to the terms of the plan of operation,
premium, or assessment until otherwise changed by the commissioner or the board of directors of the
association or facility pursuant to this act.

(3) An association or facility or the board of directors of the association or facility is not a state agency and
the money of an association or facility is not state money.

(4) A record of an association or facility shall be exempted from disclosure pursuant to section 13 of the
freedom of information act, Act No. 442 of the Public Acts of 1976, being section 15.243 of the Michigan
Compiled Laws.

(5) Any premium or assessment levied by an association or facility, or any premium or assessment of a
similar association or facility formed under alaw in force outside this state, is not a burden or special burden
for purposes of a calculation under section 476a, and any premium or assessment paid to an association or
facility shall not be included in determining the aggregate amount a foreign insurer pays to the commissioner
under section 476a.

(6) As used in this section, "association or facility" means an association of insurers created under this act
and any other association or facility formed under this act as a nonprofit organization of insurer members,
including, but not limited to, the following:

(a) The Michigan worker's compensation placement facility created under chapter 23.

(b) The Michigan basic property insurance association created under section 29.

(c) The catastrophic claims association created under chapter 31.

(d) The Michigan automobile insurance placement facility created under chapter 33.

(e) The Michigan life and health insurance guaranty association created under chapter 77.

(f) The property and casualty guaranty association created under chapter 79.

(g) The assigned claims facility created under section 3171.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1988, Act 349, Imd. Eff. Nov. 15, 1988;00 Am. 1990, Act 256, Imd. Eff. Oct. 15,
1990.

Compiler'snote: Section 2 of Act 349 of 1988 provides:

The amendment to section 134 of Act No. 218 of the Public Acts of 1956, being section 500.134 of the Michigan Compiled Laws,
pursuant to this amendatory act is intended to codify, approve, and validate the actions and long-standing practices taken by the
associations and facilities mentioned in this amendatory act retroactively to the time of their original creation. It is the intent of this
amendatory act to rectify the misconstruction of the applicability of the administrative procedures act of 1969 by the court of appealsin
League General Insurance Company v Catastrophic Claims Association, Case No. 93744, December 21, 1987, with respect to the
imposition of rule promulgation requirements on the catastrophic claims association as a state agency, and to further assure that the
associations and facilities mentioned in this amendatory act, and their respective boards of directors, shall not hereafter be treated as a
state agency or public body."

Popular name: Act 218

Popular name: Essentia Insurance

500.140 Saving clause; existence of domestic insurer continued.
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Sec. 140. Any insurer heretofore formed or incorporated under any insurance law of this state, whose act of
incorporation or act under which formed was repealed by Act No. 256 of the Public Acts of 1917 or is
repealed by this act, shall continue to have a corporate existence (if a corporation) or existence (if other than a
corporation), and shall have all the rights, privileges, immunities and limitations, obtained under such acts of
incorporation or formation, as evidenced by their articles of incorporation, bylaws, power of attorney or
constituent agreements made pursuant to such acts, as existing at the time this act takes effect; except, that all
amendments to such articles of incorporation or powers of attorney or agreements shall be made hereafter in
compliance with the provisions of this act, and all such insurers shall be otherwise governed by the provisions
of this act. All reincorporations of such incorporated insurers, for the purpose of extending their corporate
existence or for any other purpose shall be made only in compliance with this act, and any incorporated
insurer heretofore incorporated under any insurance law of this state may reincorporate under this act.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.142 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992
Compiler'snote: The repealed section pertained to incorporation requirements for insurance companies.
Popular name: Act 218
Popular name: Essential Insurance

500.150 Violation of act; hearing; order of director; penalties; court order.

Sec. 150. (1) Any person who violates any provision of this act for which a specific penalty is not provided
under any other provision of this act or of other laws applicable to the violation must be afforded an
opportunity for a hearing before the director under the administrative procedures act of 1969, 1969 PA 306,
MCL 24.201 to 24.328. If the director finds that a violation has occurred, the director shall reduce the findings
and decision to writing and issue and cause to be served on the person charged with the violation a copy of the
findings and an order requiring the person to cease and desist from the violation. In addition, the director may
order any of the following:

(8) Payment of a civil fine of not more than $1,000.00 for each violation. However, if the person knew or
reasonably should have known that he or she was in violation of this act, the director may order the payment
of acivil fine of not more than $5,000.00 for each violation. With respect to filings made under chapters 21,
22, 23, 24, and 26, "violation" means a filing not in compliance with those chapters and does not include an
action with respect to an individual policy based on a noncomplying filing. An order of the director under this
subdivision must not require the payment of civil fines exceeding $50,000.00. A fine collected under this
subdivision must be turned over to the state treasurer and credited to the general fund.

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

(2) After notice and opportunity for hearing, the director may by order reopen and ater, modify, or set
aside, in whole or in part, an order issued under this section if, in the director's opinion, conditions of fact or
law have changed to require that action or the public interest requires that action.

(3) If aperson knowingly violates a cease and desist order under this section and has been given notice and
an opportunity for a hearing held under the administrative procedures act of 1969, 1969 PA 306, MCL 24.201
to 24.328, the director may order a civil fine of $20,000.00 for each violation, or a suspension, limitation, or
revocation of the person's license, or both. A fine collected under this subsection must be turned over to the
state treasurer and credited to the general fund.

(4) The director may apply to the court of claims for an order of the court enjoining aviolation of this act.

History: 1956, Act 218, Eff. Jan. 1, 1957;01 Am. 1984, Act 7, Imd. Eff. Feb. 1, 1984;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00
Am. 2019, Act 21, Imd. Eff. June 11, 2019.

Popular name: Act 218

Popular name: Essentia Insurance

CHAPTER 2
THE INSURANCE COMMISSIONER

500.200 Insurance department; establishment.

Sec. 200. There is hereby established a separate and distinct state department which shall be especially
charged with the execution of the laws in relation to insurance and surety business and to perform such other
duties as may be required by law: Provided, however, That the said department so established shall be deemed
and considered as in continuation of and the successor to the insurance bureau established by Act No. 108 of
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the Session Laws of 1871, and other acts amending and supplementing the same, and as in continuation of
and the successor to the state department established by Act No. 256 of the Public Acts of 1917 and other acts
amending or supplementing the same.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: Act 108 of 1871, referred to in this section, was superseded by Act 256 of 1917. Act 256 of 1917, also referred to
in this section, was repealed by Act 218 of 1956.

For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of Licensing and
Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the commissioner of insurance to the commissioner of the
office of financial and insurance services by type Il transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan
compiled laws.

Transfer of powers: See MCL 16.329 and 16.732.
Popular name: Act 218

500.202 Insurance commissioner; qualifications, office, term, appointment, approval,
vacancy.

Sec. 202. (1) The chief officer of the department shall be known as the commissioner of insurance. He
shall be acitizen of this state, shall have his office at the seat of government, shall personally superintend the
duties of his office, and shall not be a stockholder or directly or indirectly connected with the management of
affairs of any insurer. He shall be appointed by the governor for aterm of 4 years by and with the consent of
the senate.

(2) Whenever a vacancy occurs in the office of commissioner by reason of death, removal, or otherwise,
the governor shall fill such vacancy by appointment, by and with the advice and consent of the senate, if in
session.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

Transfer of powers: See MCL 16.732.
Popular name: Act 218

500.204 Insurance commissioner; salary; oath; bond.

Sec. 204. The commissioner shall receive an annual salary as the legislature shall appropriate, payable as
other state officers are paid under the accounting laws of the state. Within 15 days from the time of notice of
his or her appointment, the commissioner shall take and subscribe the constitutional oath of office and file the
oath in the office of the secretary of state, and shall also within the same period give to the people of the state
of Michigan a bond in the pena sum of $50,000.00, with sureties to be approved by the state treasurer,
conditioned for the faithful discharge of the duties of his or her office.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 2002, Act 105, Imd. Eff. Mar. 27, 2002.

Popular name: Act 218

500.205 Commissioner; powers.

Sec. 205. Orders, decisions, findings, rulings, determinations, opinions, actions, and inactions of the
commissioner in this act shall be made or reached in the reasonabl e exercise of discretion.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

500.206 Insurance commissioner; seal, approval, renewal.

Sec. 206. The commissioner, with the approva of the governor, shall devise a seal, with suitable
inscriptions, for his office, a description of which, with certificate of the approval of the governor, shal be
filed in the office of the secretary of state, with an impression thereof, which seal shall thereupon be and
become the seal of office of the commissioner of insurance and the same may be renewed whenever
necessary.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.208 Office of financial and insurance services; offices; expense; audit.
Sec. 208. The department of management and budget shall assign to the office of financial and insurance
services at Lansing suitable rooms for conducting the business of the division, the necessary expense of which
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shall be audited by the department of management and budget.
History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 2002, Act 105, Imd. Eff. Mar. 27, 2002.
Popular name: Act 218

500.210 Insurance commissioner; regulatory powers.

Sec. 210. The commissioner shall promulgate rules and regulations in addition to those now specifically
provided for by statute as he may deem necessary to effectuate the purposes and to execute and enforce the
provisions of the insurance laws of this state in accordance with the provisions of Act No. 88 of the Public
Acts of 1943, as amended, being sections 24.71 to 24.80 of the Compiled Laws of 1948, and subject to Act
No. 197 of the Public Acts of 1952, as amended, being sections 24.101 to 24.110 of the Compiled Laws of
1948.

History: Add. 1966, Act 73, Imd. Eff. June 10, 1966.

Popular name: Act 218

Administrative rules: R 500.301 et seg.; R 500.351; R 500.402 et seq.; R 500.701 et seq.; R 500.801 et seg.; R 500.831; R 500.841
et seg.; R 500.901 et seg.; R 500.1051 et seq.; R 500.1201 et seq.; R 500.1301 et seq.; R 500.1351 et seq.; R 500.1371 et seq.; R
500.2031, R 500.2032; R 500.2101 et seq.; R 501.3 et seg.; R 501.152 et seq.; R 501.201; and R 550.1 et seq. of the Michigan
Administrative Code.

500.212 Deputies, chief clerk and accountant, examiners, clerks, actuaries, and other
assistants; oath; powers and duties; hearings; rights of parties; revocation of
appointments, designations, and delegations of authority; compensation.

Sec. 212. (1) The commissioner may appoint a first deputy and second deputy who shall subscribe and file
the congtitutional oath of office. Either of these deputies may perform any duty or act of the commissioner
during the commissioner's absence from the bureau. The commissioner may assign either of the deputies to
take charge of the bureau during the commissioner's absence.

(2) The commissioner may appoint and employ a chief clerk and accountant, examiners, clerks, actuaries,
and other necessary assistants, and may designate a chief examiner. The commissioner may designate specia
deputies from the commissioner's staff to perform specified duties, including supervision of the bureau during
the absence of the commissioner and the first and second deputies.

(3) The commissioner may designate 1 or more persons to conduct hearings provided for under this code,
hearings required by Act No. 306 of the Public Acts of 1969, as amended, being sections 24.201 to 24.315 of
the Michigan Compiled Laws, and hearings which the commissioner considers necessary and appropriate for
fact-finding or information gathering before making decisions, policies, and determinations alowable or
required by law in the course of carrying out the duties of the commissioner. Before a person may conduct
hearings, the person shall subscribe the constitutional oath of office and file the oath with the commissioner.
Limitations imposed by the commissioner upon the authority of a deputy or a person designated by the
commissioner to conduct hearings shall not be binding upon or limit the rights of the parties heard.

(4) The commissioner may revoke appointments, designations, and delegations of authority made pursuant
to this section, in his or her discretion. Appointees and designees provided for in this section shall be paid in
the manner prescribed by law.

History: 1956, Act 218, Eff. Jan. 1, 1957;(1 Am. 1978, Act 497, Imd. Eff. Dec. 11, 1978.
Popular name: Act 218

500.214 Commissioner; immunity from civil liability; conditions.

Sec. 214. (1) The commissioner or his or her representatives are immune from civil liability, both
personally and professionally, for any of their acts or omissionsif al of the following are met:

(a) The commissioner or his or her representatives acted or reasonably believed he or she acted within the
scope of hisor her authority.

(b) The commissioner's or his or her representatives’ conduct did not amount to gross negligence that was
proximate cause of the injury or damages suffered.

(2) The commissioner or his or her representatives shall not be personally liable for the acts or omissions
of others.

(3) Except as otherwise provided in this section, defense and indemnification of the commissioner or his or
her representatives for an act or omission under this act shall be conducted in accordance with Act No. 170 of
the Public Acts of 1964, being sections 691.1401 to 691.1415 of the Michigan Compiled Laws.

(4) If a claim is made or a civil action is commenced against the commissioner or his or her
representatives, either personally or professionaly, for an act or omission done in the course of employment
as it pertains to chapter 78, chapter 81, or any successor chapter, legal representation shall be provided by the
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attorney general or a special assistant attorney general appointed to provide such representation.

(5) If the attorney general appoints a special assistant attorney general to represent the commissioner or his
or her representatives, the costs of the defense shall be paid, as incurred, out of the insurer estate that is the
subject of aclaim arising out of a chapter 78, chapter 81, or any successor chapter proceeding.

(6) As a condition of the acceptance of the defense, the commissioner or his or her representatives shall
agree to reimburse the costs of the defense, if it isfinally determined by afinal adjudication on the merits that
the commissioner or his or her representatives acted outside of the scope of his or her authority and had no
reasonable basis for believing that he or she acted within the scope of his or her authority and that his or her
conduct amounted to gross negligence that was the proximate cause of the injury or damages suffered.

(7) If ajudgment is awarded or a settlement is entered into in a civil action against the commissioner or his
or her representatives for an act or omission pertaining to a chapter 78, chapter 81, or any successor chapter
proceeding, the state shall indemnify the commissioner or his or her representatives out of the involved
insurer's estate.

(8) This section does not apply to those persons acting as the commissioner's agents under section 438a.

(9) For purposes of this section:

(a) "Gross negligence" means conduct so reckless as to demonstrate substantial lack of concern for whether
injury results.

(b) "Representative" means any employee of the commissioner or the insurance bureau or any person
exercising power delegated by the commissioner in accordance with this act, but does not include
accountants, actuaries, or lawyers retained as independent contractors and acting in their professiona
capacity.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;1 Am. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.216 Insurance commissioner and employees; traveling and other expenses.

Sec. 216. The necessary traveling and other necessary and actual expenses of the commissioner, his
deputies, examiners, actuaries or other employees, in discharging the duties imposed by this code, shall in all
cases be alowed and audited by the accounting division of the department of administration, upon the
approva of the commissioner, in accordance with the accounting laws of this state.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.220 Insurance commissioner and employees; service fees, prohibited gifts.

Sec. 220. The commissioner shall not retain as perquisites any fees or any moneys received by him directly
or indirectly, for the performance of duties connected with his office. No insurance corporation or insurer or
any officer, director, or agent thereof shall directly or indirectly, pay by way of gift, credit, loan or any other
pretense whatsoever, any sum of money or other valuable thing to the commissioner, his deputies or any clerk
or employee of the insurance department for extra service; and it shall be unlawful for the commissioner, his
deputies or any clerk or employee of the insurance department to accept any such payment for extra service
except such fees as may be specifically authorized by law to be paid to the commissioner to be covered into
the state treasury.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.221 Insurance compliance self-evaluative audit document; privilege; disclosure;
exceptions; definitions.

Sec. 221. (1) Except as otherwise provided in this section, an insurance compliance self-evaluative audit
document is privileged information and is not discoverable or admissible as evidence in a civil, criminal, or
administrative proceeding.

(2) Except as otherwise provided in this section, a person involved in preparing an insurance compliance
self-evaluative audit or insurance compliance self-evaluative audit document is not subject to examination
concerning the audit or audit document in a civil, criminal, or administrative proceeding. However, if the
insurance compliance self-evaluative audit, insurance compliance self-evaluative audit document, or a portion
of the audit or audit document is not privileged, the individual involved in the preparation of the audit or audit
document may be examined concerning the portion of the audit or audit document that is not privileged. A
person involved in preparing an insurance compliance self-evaluative audit or insurance compliance
self-evaluative audit document who becomes aware of an alleged criminal violation of this act shall report the
act to the insurer. Within 30 days after receiving the report, the insurer shall provide the information to the
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director.

(3) The director shall not provide an insurance compliance self-evaluative audit document, furnished to the
director voluntarily or as aresult of a request of the director under a claim of authority to compel disclosure
under subsection (7), to any other person. The insurance compliance self-evaluative audit document must be
accorded the same confidentiality and other protections as provided in section 222(7) without waiving the
privileges in subsections (1) and (2). Any use of an insurance compliance self-evaluative audit document
furnished voluntarily or as aresult of arequest of the director under a claim of authority to compel disclosure
under subsection (7) is limited to determining whether or not any disclosed defectsin an insurer's policies and
procedures or inappropriate treatment of customers has been remedied or that an appropriate plan for remedy
isin place.

(4) Aninsurance compliance self-evaluative audit document submitted to the director remains subject to all
applicable statutory or common law privileges including, but not limited to, the work product doctrine,
attorney-client privilege, or the subsequent remedial measures exclusion. An insurance compliance
self-evaluative audit document submitted to the director remains the property of the insurer and is not subject
to disclosure under the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246.

(5) Disclosure of an insurance compliance self-evaluative audit document to a governmental agency,
whether voluntary or pursuant to compulsion of law, does not constitute a waiver of the privileges under
subsections (1) and (2) with respect to any other person or other governmental agency.

(6) The privileges under subsections (1) and (2) do not apply to the extent that they are expressly waived
by the insurer that prepared or caused to be prepared the insurance compliance self-evaluative audit
document.

(7) The privileges in subsections (1) and (2) do not apply as follows:

(a) If a court, after an in camera review, requires disclosure in a civil or administrative proceeding after
determining 1 or more of the following:

(i) The privilegeis asserted for a fraudulent purpose.

(if) The material is not subject to the privilege as provided under subsection (13).

(b) If acourt, after an in camera review, requires disclosure in acriminal proceeding after determining 1 or
more of the following:

(i) The privilegeis asserted for a fraudulent purpose.

(if) The material is not subject to the privilege as provided under subsection (13).

(iii) The material contains evidence relevant to the commission of a criminal offense under this act.

(8) Within 14 days after the director or the attorney general makes a written request by certified mail for
disclosure of an insurance compliance self-evaluative audit document, the insurer that prepared the document
or caused the document to be prepared may file with the Ingham County circuit court a petition requesting an
in camera hearing on whether the insurance compliance self-evaluative audit document or portions of the
audit document are subject to disclosure. Failure by the insurer to file a petition waives the privilege provided
by this section for the request. An insurer asserting the insurance compliance self-evaluative privilege in
response to a request for disclosure under this subsection shall include in its request for an in camera hearing
all of the information listed in subsection (10). Within 30 days after the filing of the petition, the court shall
issue an order scheduling an in camera hearing to determine whether the insurance compliance self-evaluative
audit document or portions of the audit document are privileged or are subject to disclosure.

(9) If the court requires disclosure under subsections (7) and (8), the court may compel the disclosure of
only those portions of an insurance compliance self-evaluative audit document relevant to issuesin disputein
the underlying proceeding. Information required to be disclosed shall not be considered a public document
and shall not be considered to be a waiver of the privilege for any other civil, criminal, or administrative
proceeding.

(10) An insurer asserting the privilege under this section in response to a request for disclosure under
subsection (8) shall provide to the director or the attorney general, at the time of filing an objection to the
disclosure, al of the following information:

(a) The date of the insurance compliance self-eval uative audit document.

(b) The identity of the entity or individua conducting the audit.

(c) The general nature of the activities covered by the insurance compliance self-evaluative audit.

(d) An identification of the portions of the insurance compliance self-evaluative audit document for which
the privilege is being asserted.

(12) Aninsurer asserting the privilege under this section has the burden of demonstrating the applicability
of the privilege. Once an insurer has established the applicability of the privilege, a party seeking disclosure
under subsection (7)(a)(i) has the burden of proving that the privilege is asserted for a fraudulent purpose. The
director or attorney general seeking disclosure under subsection (7)(b)(iii) has the burden of proving the
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elements listed in subsection (7)(b)(iii).

(12) The parties may at any time stipulate in proceedings under this section to entry of an order directing
that specific information contained in an insurance compliance self-evaluative audit document is or is not
subject to the privileges provided under subsections (1) and (2). Any such stipulation may be limited to the
instant proceeding and, absent specific language to the contrary, is not applicable to any other proceeding.

(13) The privileges provided under subsections (1) and (2) do not extend to any of the following:

(8) Documents, communications, data, reports, or other information expressly required to be collected,
developed, maintained, or reported to aregulatory agency under this act or other federal or state law.

(b) Information obtained by observation or monitoring by any regulatory agency.

(c) Information obtained from a source independent of the insurance compliance audit.

(d) Documents, communication, data, reports, memoranda, drawings, photographs, exhibits, computer
records, maps, charts, graphs, and surveys kept or prepared in the ordinary course of business.

(14) This section does not limit, waive, or abrogate the scope or nature of any other statutory or common
law privilege.

(15) Asused in this section:

(8) "Insurance compliance audit” means a voluntary, internal evaluation, review, assessment, audit, or
investigation for the purpose of identifying or preventing noncompliance with or promoting compliance with
laws, regulations, orders, or industry or professional standards, conducted by or on behalf of an insurer
licensed or regulated under this act or that involves an activity regulated under this act.

(b) "Insurance compliance self-evaluative audit document” means a document prepared as a result of or in
connection with an insurance compliance audit. An insurance compliance self-evaluative audit document may
include a written response to the findings of an insurance compliance audit. An insurance compliance
self-evaluative audit document may include, but is not limited to, field notes and records of observations,
findings, opinions, suggestions, conclusions, drafts, memoranda, drawings, photographs, exhibits,
computer-generated or electronically recorded information, phone records, maps, charts, graphs, and surveys,
if this supporting information is collected or prepared in the course of an insurance compliance audit or
attached as an exhibit to the audit. An insurance compliance self-evaluative audit document also includes, but
isnot limited to, any of the following:

(i) An insurance compliance audit report prepared by an auditor, who may be an employee of the insurer or
an independent contractor, that may include the scope of the audit, the information gained in the audit, and
conclusions and recommendations, with exhibits and appendices.

(i) Memoranda and documents analyzing portions or all of the insurance compliance audit report and
discussing potential implementation issues.

(iif) An implementation plan that addresses correcting past nhoncompliance, improving current compliance,
and preventing future noncompliance.

(iv) Analytic data generated in the course of conducting the insurance compliance audit.

() "Insurer" means that term as defined in section 106 and includes a nonprofit dental care corporation
operating under 1963 PA 125, MCL 550.351 to 550.373.

History: Add. 2001, Act 275, Eff. Mar. 22, 2002;(1 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218

500.222 Examination of insurers; examination report; hearing; public inspection; disclosure
of confidential information; effect of current examination; director's authority to terminate
or suspend examination not limited; limitation on foreign insurer examination.

Sec. 222. (1) The director, in person or by any of his or her authorized deputies or examiners, may examine
any or al of the books, records, documents, and papers of an insurer at any time after its articles of
incorporation have been executed and filed, or after it has been authorized to do business in this state. The
director in his or her discretion may examine the affairs of a domestic insurer and, if he or she considers it
expedient to do so, examine the affairs of aforeign or alien insurer doing businessin this state.

(2) Instead of an examination under this act of aforeign or alien insurer authorized to do business in this
state, the director may accept an examination report on the insurer as prepared by the insurance regulator for
the insurer's state of domicile or port-of-entry state if that state accepts examination reports prepared by the
director. This subsection applies only asfollows:

(a) Until this state becomes accredited by the National Association of Insurance Commissioners financial
regulation standards and accreditation program.

(b) If this state loses accreditation by the National Association of Insurance Commissioners' financial
regulation standards and accreditation program.
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(3) Instead of an examination under this act of a foreign or alien insurer authorized to do business in this
state, the director may accept an examination report on the insurer as prepared by the insurance regulator for
the insurer's state of domicile or port-of-entry state if that state accepts examination reports prepared by the
director and if the insurance regulatory agency of the state of domicile or port-of-entry state was accredited by
the National Association of Insurance Commissioners financial regulation standards and accreditation
program at the time of the examination or if the examination is performed under the supervision of an
accredited insurance regulatory agency or with the participation of 1 or more examiners who are employed by
an accredited insurance regulatory agency and who, after areview of the examination work papers and report,
state under oath that the examination was prepared in a manner consistent with the standards and procedures
required by their accredited regulatory agency. This subsection only applies during the time this state is
accredited by the National Association of Insurance Commissioners financial regulation standards and
accreditation program.

(4) The director, in person or by any of his or her authorized deputies or examiners, shall once every 5
years examine the books, records, documents, and papers of each authorized insurer. The director may
examine an insurer more frequently and on its request shall examine a domestic insurer that has not been
examined for the 3 years preceding the request. This section does not authorize the examination of books,
records, documents, or papers if those items involve matters that are a subject of a currently pending
administrative or judicial proceeding against the insurer from whom the information is sought, unless the
director or judge specificaly finds on the record of the proceeding that the examination is reasonably
necessary to protect the interests of policyholders, creditors, or the public or to make a determination of
whether an insurer is safe, reliable, and entitled to public confidence.

(5) The business affairs, assets, and contingent liabilities of insurers are subject to examination by the
director at any time. The director may supervise and make the same examination of the business and affairs of
every foreign or alien insurer doing business in this state as of domestic insurers doing the same kind of
business and of its assets, books, accounts, and general condition. A foreign or alien insurer and the agents
and officers of the insurer are subject to the same obligations, the same examinations, and, if the insurer,
agent, or officer defaults in an obligation, the same penalties and liabilities that a domestic insurer doing the
same kind of business and the agents and officers of the insurer are subject to under the laws of this state or
the rules promulgated by the director. The director may, whenever he or she considers it expedient to do so,
either in person or by a person appointed by him or her, go to the genera office or other offices of the foreign
or dien insurer, wherever located, and make an investigation and examination of the insurer's affairs and
condition.

(6) On an examination under this section, the director, his or her deputy, or any examiner authorized by
him or her may examine in person, by writing, and, if appropriate, under oath the officers or agents of the
insurer or al persons considered to have materia information regarding the insurer's property, assets,
business, or affairs. The director may compel the attendance and testimony of witnesses and the production of
any books, accounts, papers, records, documents, and files relating to the insurer's business or affairs, and
may sign subpoenas, administer oaths and affirmations, examine witnesses, and receive evidence for this
purpose. The insurer and its officers and agents shall produce its books and records and all papersin its or
their possession relating to its business or affairs, and any other person may be required to produce any books,
records, or papers considered relevant to the examination for the inspection of the director, or his or her
deputy or examiners, whenever required. The insurer's officers or agents shall facilitate the examination and
aid in making the examination so far as it is in their power to do so. If the director's order or subpoenais not
followed, the director may request the Ingham County circuit court to issue an order requiring compliance
with the order or subpoena.

(7) Not later than 60 days after completing an examination under this section, the deputy or examiners
shall make a full and true report, and furnish the insurer a copy of the examination report, that shall comprise
only facts appearing on the insurer's books, records, or documents or ascertained from examination of its
officers or agents or other persons concerning its affairs and the conclusions and recommendations as may be
reasonably warranted from the facts disclosed. On request by an insurer examined under this section, the
director shall grant the insurer a hearing before the director or his or her designee before the report isfiled. On
request of the insurer, the director shall close the hearing to the public. A hearing under this subsection is not
subject to the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. Each examination
report must be withheld from public inspection until the report is final and filed with the director. In addition,
the director may withhold any examination report or any analysis of an insurer's financial condition from
public inspection for any time that he or she considers proper. In any event, the department shall withhold
from public inspection all information and testimony furnished to the department and the department's work
papers, correspondence, memoranda, reports, records, and other written or oral information related to an
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examination report or an investigation and these items are confidential, are not subject to subpoena, and must
not be divulged to any person, except as provided in this section. If assurances are provided that the
information will be kept confidential, the director may disclose confidential work papers, correspondence,
memoranda, reports, records, or other information as follows:

(a) To the governor or the attorney general.

(b) To any relevant regulatory agency or authority, including regulatory agencies or authorities of other
states, the federal government, or other countries.

(c) In connection with an enforcement action brought under this or another applicable act.

(d) To law enforcement officials.

(e) To persons authorized by the Ingham County circuit court to receive the information.

(f) To persons entitled to receive the information in order to discharge duties specifically provided for in
this act.

(8) The confidentiality requirements of subsection (7) apply to a nonprofit dental care corporation
operating under 1963 PA 125, MCL 550.351 to 550.373. The confidentiality requirements of subsection (7)
do not apply in any proceeding or action brought against or by the insurer under this act or any other
applicable act of this state, any other state, or the United States.

(9) Notwithstanding the other provisions of this section, the director is not required to finalize and file an
examination report for an insurer for a year in which an examination report was not finalized and filed, if the
insurer is currently undergoing an examination subsequent to the year for which an examination report was
not finalized and filed. This section does not limit the director's authority to terminate or suspend any
examination to pursue other legal or regulatory action under the insurance laws of this state. Findings of fact
and conclusions made in connection with any examination under this section are prima facie evidence in any
legal or regulatory action.

(10) The examination of an alien insurer is limited to its United States business, except as otherwise
required by the director.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1959, Act 39, Eff. Mar. 19, 1960;00 Am. 1986, Act 173, Imd. Eff. July 7, 1986;0
Am. 1989, Act 302, Imd. Eff. Jan. 3, 1990;(] Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;,01 Am. 1994, Act 226, Imd. Eff. June 27, 1994;
O Am. 1994, Act 443, Imd. Eff. Jan. 10, 1995;0 Am. 2016, Act 276, Imd. Eff. July 1, 2016.

Popular name: Act 218

500.223 Application for certificate of authority; fee; withdrawal of application; reapplication
fee; disposition.

Sec. 223. Any insurer making application for an original certificate of authority to transact insurance, or
applying for a reissuance of a certificate of authority after the certificate has been terminated for any reason,
shall pay to the commissioner the fee of $500.00 for examination, investigation, and processing of the
application. If the application is withdrawn for any reason, the examination fee shall not be refunded. Any
reapplication for an original certificate, after withdrawal, shall be subject to the same fee of $500.00 asin the
case of an original application. The fees shall be deposited in the state treasury to the credit of the genera
fund.

History: Add. 1962, Act 50, Imd. Eff. Apr. 17, 1962;(0 Am. 1981, Act 1, Imd. Eff. Mar. 30, 1981.
Popular name: Act 218

500.224 Examinations and investigations of insurers; expenses; statement to insurers;
employment of expert personnel; regulatory fees; expense of administering delinquency
proceeding; definitions.

Sec. 224. (1) All actual and necessary expenses incurred in connection with the examination or other
investigation of an insurer or other person regulated under the director's authority must be certified by the
director, together with a statement of the work performed including the number of days spent by the director
and each of the director's deputies, assistants, employees, and others acting under the director's authority. If
correct, the expenses must be paid to the persons by whom they were incurred, on the warrant of the state
treasurer payable from appropriations made by the legislature for this purpose.

(2) Except as otherwise provided in subsection (4), the director shall prepare and present to the insurer or
other person examined or investigated a statement of the expenses and reasonable cost incurred for each
person engaged on the examination or investigation, including amounts necessary to cover the pay and
alowances granted to the persons by the Michigan civil service commission, and the administration and
supervisory expense including an amount necessary to cover fringe benefits in conjunction with the
examination or investigation. Except as otherwise provided in subsection (4), the insurer or other person, on
receiving the statement, shall pay to the director the stated amount. The director shall deposit the money with
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the state treasurer as provided in section 225.

(3) The director may employ attorneys, actuaries, accountants, investment advisers, and other expert
personnel not otherwise employees of this state reasonably necessary to assist in the conduct of the
examination or investigation or proceeding with respect to an insurer or other person regulated under the
director's authority at the insurer's or other person's expense except as otherwise provided in subsection (4).
Except as otherwise provided in subsection (4), on certification by the director of the reasonable expenses
incurred under this section, the insurer or other person examined or investigated shall pay those expenses
directly to the person or firm rendering assistance to the director. Expenses paid directly to such person or
firm and the regulatory feesimposed by this section are examination expenses under section 22e of the former
single business tax act, 1975 PA 228, or under section 239(1) of the Michigan business tax act, 2007 PA 36,
MCL 208.1239.

(4) An insurer is subject to a regulatory fee instead of the costs and expenses provided for in subsections
(2) and (3). By June 30 of each year or within 30 days after the enactment into law of any appropriation for
the department's operation, the director shall impose on all insurers authorized to do business in this state a
regulatory fee calculated as follows:

(8) Asused in this subsection:

(i) "A" means total annuity considerations written in this state in the preceding year.

(if) "B" means base assessment rate. The base assessment rate must not exceed .00038 and must be a
fraction, the numerator of which is the total regulatory fee and the denominator of which is the total amount
of direct underwritten premiums written in this state by all insurers for the preceding calendar year, as
reported to the director on the insurer's annual statements filed with the director.

(iif) "I" means all direct underwritten premiums other than life insurance premiums and annuity
considerations written in this state in the preceding year by all insurers.

(iv) "L" means all direct underwritten life insurance premiums written in this state in the preceding year by
all lifeinsurers.

(v) Total regulatory fee must not exceed 80% of the gross appropriations for the department's operation for
a fiscal year and must be the difference between the gross appropriations for the department's operation for
that current fiscal year and any restricted revenues, other than the regulatory fee itself, as identified in the
gross appropriation for the department's operation.

(vi) Direct premiums written in this state do not include any amounts that represent claims payments that
are made on behalf of, or administrative fees that are paid in connection with, any administrative service
contract, cost-plus arrangement, or any other noninsured or self-insured business.

(b) Two actual assessment rates must be calculated so as to distribute 75% of the burden of the regulatory
fee shortfall created by the exclusion of annuity considerations from the assessment base to life insurance and
25% to al other insurance. The 2 actual assessment rates must be determined as follows:

(i) L x B +.75x B x A = assessment rate for life
L insurance.
(i) | x B +.25x B X A = assessment rate for insurance

| other than life insurance.

(c) Each insurer's regulatory fee must be a minimum fee of $250.00 and must be determined by
multiplying the actual assessment rate by the assessment base of that insurer as determined by the director
from the insurer's annual statement for the immediately preceding calendar year filed with the director.

(5) Not less than 55% of the revenue derived from the regulatory fee under subsection (4) may be used for
the regulation of financial conduct of persons regulated under the director's authority and for the regulation of
persons regulated under the director's authority engaged in the business of health care and health insurance in
this state.

(6) The amount, if any, by which amounts credited to the director under section 225 exceed actua
expenditures under appropriations for the department's operation for a fiscal year must be credited toward the
appropriation for the department in the next fiscal year.

(7) All money paid into the state treasury by an insurer under this section must be credited as provided
under section 225.

(8) An insurer shall not treat a regulatory fee under this section as a levy or excise on premium but as a
regulatory burden that is apportioned in relation to insurance activity in this state. A regulatory fee under this
section reflects the insurance regulatory burden on this state as a result of this insurance activity. A foreign or
alien insurer authorized to do business in this state may consider the liability required under this section as a
burden imposed by this state in the calculation of the insurer's liability required under section 476a.
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(9) Aninsurer may file with the director a protest to the regulatory fee imposed not later than 15 days after
receipt of the regulatory fee. The director shall review the grounds for the protest and hold a conference with
the insurer at the insurer's request. The director shall transmit his or her findings to the insurer with a
restatement of the regulatory fee based on the findings. Statements of regulatory fees to which protests have
not been made and restatements of regulatory fees are due and must be paid not later than 30 days after their
receipt. Regulatory fees that are not paid when due bear interest on the unpaid fee, which must be calculated
at 6-month intervals from the date the fee was due at a rate of interest equal to 1% plus the average interest
rate paid at auctions of 5-year United States treasury notes during the 6 months preceding July 1 and January
1, as certified by the state treasurer, and compounded annually, until the assessment is paid in full. Aninsurer
who fails to pay its regulatory fee within the prescribed time limits may have its certificate of authority or
license suspended, limited, or revoked as the director considers warranted until the regulatory fee is paid. If
the director determines that a regulatory fee or a part of aregulatory fee paid by an insurer is in excess of the
amount legally due and payable, the amount of the excess must be refunded or, at the insurer's option, be
applied as a credit against the regulatory fee for the next fiscal year. An overpayment of $100.00 or less must
be applied as a credit against the insurer's regulatory fee for the next fiscal year unless the insurer had a
$100.00 or less overpayment in the immediately preceding fiscal year. If the insurer had a $100.00 or less
overpayment in the immediately preceding fiscal year, at the insurer's option, the current fiscal year
overpayment of $100.00 or less must be refunded.

(10) Any amounts stated and presented to or certified, assessed, or imposed on an insurer as provided in
subsections (2), (3), and (4) that are unpaid as of the date that the insurer is subjected to a delinquency
proceeding under chapter 81 are regarded as an expense of administering the delinquency proceeding and are
payable as such from the general assets of the insurer.

(12) In addition to the regulatory fee provided in subsection (4), each insurer that locates records or
personnel knowledgeable about those records outside this state under section 476a(3) or section 5256 shall
reimburse the department for expenses and reasonable costs incurred by the department as a result of travel
and other costs related to examinations or investigations of those records or personnel. The reimbursement
must not include any costs that the department would have incurred if the examination had taken place in this
state.

(12) Asused in this section:

(8) "Annuity considerations’ means receipts on the sale of annuities as used in section 22a of the former
single business tax act, 1975 PA 228, or in section 235 of the Michigan business tax act, 2007 PA 36, MCL
208.1235.

(b) "Insurer" means an insurer authorized to do business in this state and includes nonprofit health care
corporations, dental care corporations, and health maintenance organizations.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1957, Act 91, Eff. Sept. 27, 1957;00 Am. 1958, Act 196, Imd. Eff. Apr. 21, 1958;0]
Am. 1968, Act 275, Imd. Eff. July 1, 1968;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;(0 Am. 1994, Act 228, Imd. Eff. June 30, 1994,
O Am. 1998, Act 121, Imd. Eff. June 10, 1998;00 Am. 2000, Act 252, Imd. Eff. June 29, 2000;01 Am. 2001, Act 143, Imd. Eff. Oct. 26,
2001;0 Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007;0 Am. 2019, Act 21, Imd. Eff. June 11, 2019.

Popular name: Act 218

500.224a Report relating to regulatory fees.

Sec. 224a. Beginning June 1, 1995 and annually thereafter the commissioner shall report to the senate and
house of representatives standing committees on insurance issues on revenues raised by the regulatory fees
required by the amendatory act that added this section, how the regulatory fees were spread among domestic,
foreign, and alien insurers, how the regulatory fees are being expended in regulating the domestic, foreign,
and alien insurance industry, and whether new regulatory policy is needed to better protect the citizens of
Michigan.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994.

Popular name: Act 218

500.224b Repealed. 2008, Act 440, Eff. Apr. 1, 2009.
Compiler'snote: The repealed section pertained to quality assurance assessment fee.
Popular name: Act 218

500.225 Insurance bureau fund; creation; deposit of fees; reversion to general fund; use of
fund.

Sec. 225. The insurance bureau fund is created in the state treasury as a separate fund. Except as otherwise
specifically provided, all fees collected pursuant to this act or under the commissioner's authority shall be
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deposited in the insurance bureau fund. Money in the insurance bureau fund shall not revert to the genera
fund at the close of the fiscal year but shall remain in the insurance bureau fund. Money in the insurance
bureau fund shall be used only for regulatory purposes under the commissioner's authority. However, money
in the insurance bureau fund may be appropriated by the legislature to pay for legislators designated by the
senate majority leader and speaker of the house of representatives to participate in insurance activities
coordinated by insurance and legislative associations including the national association of insurance
commissioners and the national council of insurance legislators.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994;00 Am. 1998, Act 279, Imd. Eff. July 27, 1998.
Popular name: Act 218

500.225a Contract for services, supplies, and materials.

Sec. 225a. The commissioner shall contract for services, supplies, and materials pursuant to Act No. 428 of
the Public Acts of 1980, being sections 450.771 to 450.776 of the Michigan Compiled Laws, and pursuant to
the competitive bid requirements of the management and budget act, Act No. 431 of the Public Acts of 1984,
being sections 18.1101 to 18.1594 of the Michigan Compiled Laws.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994.

Popular name: Act 218

500.226 Disclosure of confidential information; penalty.

Sec. 226. The commissioner or any of the commissioner's employees or agents shall not divulge
confidential information acquired in the course of an examination or investigation except as permitted by
section 222(7). A person appointed or acting under this act who discloses any fact or information that is
confidential under this act is guilty of a misdemeanor, punishable by a fine of not more than $1,000.00, or
imprisonment of not more than 1 year, or both. A conviction under this section shall automatically remove the
person from his or her position or office.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00 Am. 1994, Act 226, Imd. Eff. June 27, 1994.
Popular name: Act 218

500.228 Examinations and investigations of insurers; report of crimes to attorney general.
Sec. 228. If it appears from an examination or other investigation made by the commissioner or if it
appears from a report made to the commissioner pursuant to this act that a crime has been committed under a
provision of this act or other law of the state, the commissioner shall immediately report the crime to the
attorney general in writing, and the attorney general shall take such action on the report as the facts warrant.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.230 Recovery of penalty; disposition of funds.

Sec. 230. Every penalty provided for by this code, if not otherwise provided for, shall be sued for and
recovered in the name of the people by the prosecuting attorney of the county in which the insurer or the
agent or agents so violating shall be situated; and shall be paid into the treasury of said county; such penalties
may also be sued for and recovered in the name of the people, by the attorney general, and, when sued for and
collected by him, shall be paid into the state treasury.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.234 Insurance department; records of office; public inspection, exceptions, destruction,
rules and regulations.

Sec. 234. (1) The office of the insurance department is a public office and the records, books, and papers
thereof on file therein shall be public records, accessible to the inspection of the public, except as the
commissioner, for good reason, may decide otherwise, or except as may be otherwise provided under this
code.

(2) The commissioner is authorized to destroy or otherwise dispose of al records, books, papers, and other
data on file with the department which in his opinion and on the advice of the attorney general, are of no
further material value to the state of Michigan; but no destruction or other disposal thereof may be ordered or
made by him of any records, books, papers, or other data required by law to be filed or kept on file with the
department until the expiration of a period of 10 years, nor of any such records, books, papers, or other data
filed during his administration or administrations. Such authorization shall be effected through official rules
and regulations of the commissioner: Provided, however, That this authorization shall not extend to articles of
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incorporation, and amendments thereto, copies of bylaws and amendments thereto, copies of certificates or
other written evidence of authorization to transact business or of approval of articles of incorporation and
bylaws. A copy of the commissioner's rules and regulations herein provided for and any amendments thereto
shall be mailed to each insurer authorized to do business in this state 60 days prior to the effective date
thereof.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.236 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Compiler'snote: The repealed section pertained to a study assessing the condition of the commercial liability insurance market.
Popular name: Act 218

500.238 Insurance commissioner; annual report to governor, contents, publication.

Sec. 238. (1) The commissioner shall compile a report of the conduct of his office annually at such time
each year as the information to be contained therein is available, which report shall be printed for public
information and use in such number as the commissioner may deem advisable, not to exceed 1,500 copies.
Such report shall be addressed to the governor and be for hisinformation primarily.

(2) The commissioner shall publish in such annual report information contained in the annual statements of
insurers filed with him pursuant to this code.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.240 Fees and charges; collection, payment, and disposition.

Sec. 240. (1) The director shall collect, and the person affected shall pay to the director, the following fees:
(a) Filing fee for original authorization to transact insurance or health maintenance
organization businessin this state, for each domestic, foreign, and alien insurer, and each
health maintenance organi zation............ccoeeeeeeerreeeeeeeeeenens $ 25.00.
(b) Until the effective date of the 2016 amendatory act that amended this subdivision, filing
fee for annua statement of foreign and alien insurers, each year, subject to section
(7 $ 25.00.
(c) Producer's appointment fee, resident or nonresident, payable by insurer or health
mai ntenance organi zation so represented, for each producer, each

1YL=, S $ 5.00.
(d) Application fee payable by each initial applicant for license as resident producer,

nonresident producer, surplus lines producer, solicitor, counselor, or adjuster, not

transferable or refundable............. $ 10.00.
(e) Solicitor'slicense, each year................. $ 10.00.
(f) Insurance counselor license, each year......... $ 10.00.
(9) Adjuster'slicense, each year.................. $ 5.00.
(h) License examination fee, payable by applicant for all subjects coveredinany 1

examination, or portion of an examination, for license as resident producer, surpluslines

producer, solicitor, counselor, or adjuster, each examination, not transferable or
refundable..........ccceevveveeiiiicceiee, $ 10.00.
(i) Surplus lines producer license each year....... $ 100.00.

(2) An incorporated domestic insurer shall pay to the attorney general, for the examination of the insurer's
articles of incorporation or any amendments to the articles of incorporation, $25.00.

(3) The fees and charges for official services performed by the director or the director's deputies or
employees, when collected, must be turned over to the state treasurer and a receipt taken. The fees and
charges provided for in this section must be deposited in the state treasury to the credit of the general fund.

(4) The examination fees described in subsection (1)(h) are applicable only if the examinations are
administered by the director. If the examinations are administered by a designated authority other than the
director, appropriate examination fees are payable directly to the designated authority.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1967, Act 221, Imd. Eff. July 10, 1967;00 Am. 1979, Act 181, Imd. Eff. Dec. 18,
1979;0 Am. 1981, Act 1, Imd. Eff. Mar. 30, 1981;01 Am. 1987, Act 261, Imd. Eff. Dec. 28, 1987;0 Am. 2000, Act 252, Imd. Eff. June
29, 2000;01 Am. 2016, Act 558, Eff. Apr. 10, 2017.

Popular name: Act 218

500.244 Judicial review.
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Sec. 244. (1) A person aggrieved by a final order, decision, finding, ruling, opinion, rule, action, or
inaction provided for under this act may seek judicial review in the manner provided for in chapter 6 of the
administrative procedures act of 1969, 1969 PA 306, MCL 24.301 to 24.306.

(2) Aninsurer may petition of right for a stay of an order issued pursuant to sections 436, 436a, and 437 or
any other proceeding for the suspension, revocation, or limitation of a certificate of authority. The petition
shall be on an emergency basis to the circuit court for the county in which the insurer has its principal place of
business in the state or to the circuit court for Ingham county. The petition shall be disposed of within 14
days. The court shall direct the filing and time of filing of appropriate pleadings. A court shall not issue a stay
unless the court finds that the issuance of a stay is not hazardous to policyholders, creditors, or the public. The
decision of the court shall be limited to the issue of a stay, and the court shall not decide the merits of the
case, which shall be determined pursuant to section 437 or to any other provision of this act under which the
proceeding for the suspension, revocation, or limitation of the certificate of authority is being conducted.

(3) An order of a court issuing a stay may be appealed on an emergency basis, and during the pendency of
an appeal the stay issued shall be without force or effect, unless the insurer deposits cash or securities
pursuant to subsection (4). The appeal shall be disposed of within 14 days. The court shall direct the filing and
time of filing of appropriate pleadings. The court may affirm, modify, or set aside the commissioner's order
and restrain the enforcement of the order. To the extent that the commissioner's order is affirmed, the court
shall issue its own order commanding obedience to the terms of the commissioner's order.

(4) A stay shall not take effect until the insurer has made deposits of cash or securities of the kinds defined
by section 901 with the state treasurer under the supervision of the court granting the stay in amounts as
follows:

(a) For a domestic insurer, the total liabilities of the insurer as computed in accordance with section 901
less the amounts of special or other deposits already made by the insurer with the Michigan state treasurer and
with any other state pursuant to the requirements of that state.

(b) Except as otherwise provided in this subdivision, for a foreign insurer, 125% of the aggregate sum of
Michigan direct unpaid losses and unpaid loss adjustment expenses plus 100% of Michigan direct unearned
premiums less the amount of any other special deposits already made with the Michigan state treasurer for the
exclusive protection of Michigan policyholders and creditors. For a foreign life or health insurer, 125% of
Michigan reserves and liabilities for policies and contracts for which coverage is provided by the Michigan
life and health insurance guaranty association, without respect to the limitations and exclusions provided
under chapter 77.

(c) For an alien insurer entering the United States through this state, the same as those applied to domestic
insurers with credit given for amounts already held in trust and the amount shall equal the total liabilities in
the United States computed in accordance with section 901.

(5) The deposit and any accrued interest on the deposit shall be returned to the insurer at the conclusion of
the entire proceedings under section 437 or at the conclusion of such other proceedings for the suspension,
revocation, or limitation of the certificate of authority and any appeal therefrom, unless those proceedings
result in a finding that all or a portion shall remain on deposit for the protection of Michigan policyholders
and creditors or unless an order of rehabilitation or liquidation is entered, in which case the deposit shall be
turned over to the liquidator.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0 Am. 2001, Act 272, Imd. Eff. Jan. 11, 2002

Popular name: Act 218

500.246 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Compiler'snote: The repealed section pertained to actions for violation of the act and immunity of witnesses.
Popular name: Act 218

500.248 Violations of act; actions; perjury.

Sec. 248. Any persons required by the provisions of this code to take any oath, or affirmation, who shall
make any false oath or affirmation, shall be deemed guilty of perjury.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.249 Insurance commissioner; investigations of agents, adjusters, counselors, managers,
promoters, officers and directors.

Sec. 249. For the purposes of ascertaining compliance with the provisions of the insurance laws of the state
or of ascertaining the business condition and practices of an insurer or proposed insurer, the commissioner, as
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often as he deems advisable, may initiate proceedings to examine the accounts, records, documents and
transactions pertaining to:

(a) Any insurance agent, surplus line agent, general agent, adjuster, public adjuster or counselor.

(b) Any person having a contract under which he enjoys in fact the exclusive or dominant right to manage
or control an insurer.

(c) Any person holding the shares of voting stock or policyholder proxies of an insurer, for the purpose of
controlling the management thereof, as voting trustee or otherwise.

(d) Any person engaged in or proposing to be engaged in or assisting in the promotion or formation of an
insurer or insurance holding corporation, or corporation to finance an insurer or the production of its business.

(e) A person or organization owning stock representing 10% or more of the voting shares of an insurer.

(f) Any officer or director of an insurer.

History: Add. 1967, Act 262, Eff. Nov. 2, 1967.

Popular name: Act 218

500.249a Fingerprints required; costs; providing criminal history records.

Sec. 249a. (1) The following persons shall appear, at the commissioner's request, before the sheriff or any
police agency for the county in which the person resides and request an impression of his or her fingerprints
and shall pay the costsincurred under this section:

(a) Officers and directors or proposed officers and directors of the insurer and its affiliates.

(b) Contralling stockholders or proposed controlling stockholders of the insurer and its affiliates.

(c) Individuals who are or will be the source of direct or indirect funding of the insurer and its affiliates.

(d) Individualsinvolved or proposed to be involved in the management of the insurer and its affiliates.

(2) To the extent allowed by federal law, the commissioner may request and the department of state police
shall provide state, multistate, and federal criminal history records for the commissioner's use in determining
whether a certificate of authority to transact insurance in this state should be issued, suspended, or revoked;
for approving any change of control of an insurer authorized to transact insurance in this state; or for
determining the fitness of an officer or director of an insurer.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

500.250 Insurers; stock transfer; officers or directors; appointment; notice to director;
grounds for removal; hearing; order; civil immunity; review; "insurer" defined.

Sec. 250. (1) All insurers licensed to do business in this state shall notify the director within 30 days of any
transfer of stock that results in any 1 person holding 10% or more of the voting shares of an insurer. In
addition, adomestic insurer shall notify the director within 30 days of the appointment or election of any new
officers or directors.

(2) If, after proceedings under section 249, the director has reason to believe that an officer or director is
untrustworthy or has abused his or her trust and that continuation as an officer or director is hazardous or
injurious to the insurer, the policyholders, or the public, the director shall hold a hearing. After the hearing
and after written findings that the officer or director is untrustworthy or has abused his or her trust and that
continuation as an officer or director is hazardous or injurious to the insurer, the policyholders, or the public,
the director may order the removal of the officer or director.

(3) If the insurer does not comply with a removal order under subsection (2) within 30 days, the director
may suspend or revoke the insurer's certificate of authority until the insurer complies with the order.

(4) Any action under this section taken by an insurer or its directors or officers pursuant to an order of the
director under this act must be considered to be in good faith and not be the basis for subjecting the insurer or
its directors or officersto civil liabilities.

(5) An order of the director issued under this section is subject to review as provided in section 244.

(6) Asused in this section, "insurer" includes a nonprofit dental care corporation operating under 1963 PA
125, MCL 550.351 to 550.373.

History: Add. 1967, Act 262, Eff. Nov. 2, 1967;00 Am. 2002, Act 684, Imd. Eff. Dec. 30, 2002;00 Am. 2016, Act 276, Imd. Eff. July
1, 2016.

Popular name: Act 218

500.251 Cease and desist order.

Sec. 251. (1) In the reasonable exercise of discretion, the commissioner may issue a cease and desist order
if the commissioner finds any of the following:

(a) A person is conducting transactions of insurance for which a certificate of authority is required by this
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act without having obtained a certificate of authority.

(b) A person is acting as an insurance agent, solicitor, adjuster, or counselor without a license as required
by this act.

(c) A person is engaged in an act or practice in the business of insurance for which authority from or
notification to the commissioner is required by this act and the person has not received authority or given
notification.

(d) A person authorized to engage in the business of insurance under this act is engaged in conduct that
presents an immediate danger to public health, safety, or welfare.

(2) A cease and desist order under this section shall contain a description of the conduct to which the order
applies and shall require the person to immediately cease and desist from that conduct.

(3) The commissioner shall serve the cease and desist order directly on the person affected by the order or
shall serve the person by registered or certified mail, return receipt requested, to the address last known to the
commissioner.

(4) A person who is the subject of a cease and desist order under this section may contest the order by
requesting a hearing before the commissioner not later than 30 days after the order is delivered or mailed to
the person. Within 10 days after receiving the request, the commissioner shall commence a hearing in
accordance with the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being
sections 24.201 to 24.328 of the Michigan Compiled Laws. Pending the hearing, the cease and desist order
continuesin full force and effect unless the order is stayed by the commissioner.

(5) Within 5 business days after the hearing, the commissioner shall affirm, modify, or set aside in whole
or in part the cease and desist order.

(6) A person who violates or otherwise fails to comply with a cease and desist order under this section is
subject to 1 or more of the following:

(8) Payment of a civil fine of not more than $1,000.00 for each violation not to exceed an aggregate civil
fine of $30,000.00. However, if the person knew or reasonably should have known the person wasin violation
of the order, payment of acivil fine of not more than $25,000.00 for each violation not to exceed an aggregate
civil fine of $250,000.00.

(b) Suspension or revocation of the person's license or certificate of authority.

(c) Complete restitution, in the form, amount, and within the period determined by the commissioner, to all
persons in this state damaged by the violation or failure to comply.

(7) The commissioner may recover reasonable attorney fees if judicial action is necessary for enforcement
of acease and desist order under this section.

History: Add. 1996, Act 314, Eff. Mar. 31, 1997.

Popular name: Act 218

500.261 Internet website; publication of changes and rights regarding automobile insurance
in this state; reporting of fraud and unfair practices.

Sec. 261. (1) The department shall maintain on itsinternet website a page that does all of the following:

(a) Advises that the department may be able to assist a person who believes that an automobile insurer is
not paying benefits, not making timely payments, or otherwise not performing asit is obligated to do under an
insurance policy.

(b) Advises the person of selected important rights that the person has under chapter 20 that specifically
relate to automobile insurers and the payment of benefits by automobile insurers.

(c) Allows the person to submit an explanation of the facts of the person's problems with the automobile
insurer.

(d) Allows the person to submit electronically, or instructs the person how to provide paper copies of, any
documentation to support the facts submitted under subdivision (c).

(e) Explains to the person the steps that the department will take and that may be taken after information is
submitted under this section.

(2) The department shall maintain on its internet website a page that advises consumers about the changes
to automobile insurance in this state that were made by the amendatory act that added this section, including,
among any other information that the director determines to be important, ways to shop for insurance.

(3) The department shall maintain on itsinternet website a page or pages that allow a person to report fraud
and unfair settlement and claims practices.

History: Add. 2019, Act 21, Imd. Eff. June 11, 2019.

Popular name: Act 218

500.271 Report to legislature on the effect of the limits imposed on charges for products,
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services, and accommodations under MCL 500.3157.

Sec. 271. By December 31 of 2022 and every year afterward through 2030, the department shall review the
effect of changes made to section 3157 by the amendatory act that added this section and provide a report to
the legislature on the department's findings.

History: Add. 2019, Act 21, Imd. Eff. June 11, 2019.

Popular name: Act 218

CHAPTER 4
AUTHORIZATION OF INSURERS AND GENERAL REQUIREMENTS

500.402 Insurers; certificate of authority requirement.

Sec. 402. A person shall not act as an insurer and an insurer shall not issue a policy or otherwise transact
insurance in this state except as authorized by a subsisting certificate of authority granted to it by the director
under this act.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218

500.402a Transactions of insurance requiring certificate of authority.

Sec. 402a. In this state, the following transactions of insurance, whether effected by mail or otherwise,
require a certificate of authority:

(a) Theissuance or delivery of insurance contracts to residents of this state.

(b) The solicitation of applications for insurance contracts from residents of this state.

() The collection of premiums, membership fees, assessments, or other consideration for insurance
contracts from residents of this state.

(d) The doing or proposing to do any act in substance equivalent to subdivisions (a) to (c).

History: Add. 1967, Act 111, Eff. Nov. 2, 1967;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

500.402b Transactions of insurance not requiring certificate of authority.

Sec. 402b. In this state, the following constitute transactions of insurance for which a certificate of
authority is not required:

(a) Transaction of insurance under chapter 19.

(b) Transaction of reinsurance, except a transfer of direct obligations to policyholders by assumption
reinsurance or other transaction to the same effect.

(c) Transaction of insurance on a risk not resident or located in this state at the time the insurance took
effect, if the insurance was not written in this state.

(d) Transaction of group or blanket insurance or group annuities in which a master policy was lawfully
issued to an employer located in another state for the benefit of employees residing in this state.

(e) Transaction of property or casualty insurance, under the same policy, on 1 or more risks resident or
located both within and outside this state, if, under all the circumstances of the transaction, any appropriate
part of the premium on the policy was apportioned to this state and if the policy was lawfully issued to a
person resident in another state.

(f) Transaction of insurance as defined in sections 614 and 616.

(g) Transaction of insurance independently procured through negotiations occurring entirely outside of this
State.

(h) Transaction of insurance by a nonprofit life insurance company, if the transactions involve life
insurance, disability, or annuity contracts issued direct from the home office of the company, without agents
or representatives in this state other than representatives servicing life insurance, disability, annuity contracts,
or providing information upon request concerning other products of the company, only to or for the benefit of
employees of nonprofit educational, scientific, or religious institutions. The transactions defined in this
subdivision do not include those of afraternal benefit society, as defined in section 8164.

(i) Transaction of group health insurance and incidental death and disability insurance if all of the
following are met:

(i) The group health insurance and incidental death and disability insurance is maintained pursuant to a
written collective bargaining agreement between a labor organization and 1 or more city, village, township, or
county employers.

(i) The labor organization demonstrates to the commissioner's satisfaction that it meets the definition of
the term "labor organization" as defined in section 2(5) of the national labor relations act, chapter 372, 49
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Stat. 450, 29 U.S.C. 152.

(iif) The group health insurance and incidental death and disability insurance is regulated under the
employee retirement income security act of 1974, Public Law 93-406, 88 Stat. 829, and is funded by a trust
fund as described in section 302(c)(5) of title I11 of the labor management relations act, 1947, chapter 120, 61
Stat. 157, 29 U.S.C. 186.

History: Add. 1967, Act 111, Eff. Nov. 2, 1967;0 Am. 1980, Act 341, Imd. Eff. Dec. 23, 1980;00 Am. 1982, Act 195, Imd. Eff. June
30, 1982;00 Am. 1987, Act 261, Imd. Eff. Dec. 28, 1987;00 Am. 1988, Act 341, Imd. Eff. Oct. 18, 1988;0 Am. 1990, Act 1, Eff. Apr. 1,
1990;0 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00 Am. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.402c Motor vehicle rental company; insurance transaction; definitions.

Sec. 402c. (1) A certificate of authority to transact insurance in this state is not required for the sale of any
travel or auto-related insurance coverages by a motor vehicle rental company or its officers or employees in
connection with and incidental to the rental of a motor vehicle.

(2) Asused in this section:

(8 "Motor vehicle" means a motorized vehicle designed for transporting passengers or goods.

(b) "Motor vehicle rental company” means any person in the business of providing motor vehicles to the
public under arental agreement for a period not to exceed 90 days.

History: Add. 2002, Act 737, Imd. Eff. Dec. 30, 2002.

Compiler's note: Former MCL 500.402c, which pertained to determination that insurer is safe, reliable, and entitled to public
confidence, was repealed by Act 158 of 1996, Imd. Eff. Apr. 3, 1996.

Popular name: Act 218

500.403 Insurers; authorization to do business.

Sec. 403. A domestic, foreign, or alien insurer shal not be authorized to do business in this state or
continue to be authorized to do business in this state if the insurer is not or does not continue to be safe,
reliable, and entitled to public confidence.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.404 Insurers; financial conditions; compliance required.

Sec. 404. Every like domestic, foreign, or alien insurer doing business in this state shall at al times be
subject to the same standards and requirements concerning financial conditions and shall be in substantial
compliance with those standards and requirements.

History: 1956, Act 218, Eff. Jan. 1, 1957;01 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.405 Foreign insurer; revocation of certificate of authority; conditions; requalification for
certificate of authority if control acquired; determination.

Sec. 405. (1) Except as provided in subsection (2), the certificate of authority of a foreign insurer with
respect to whom control as defined in 115 changes after October 1, 1992 without being subject to the
commissioner's approval shall be automatically revoked 90 days after the change in control without further
action by the commissioner unless, within 90 days of the change of control or a longer period if the
commissioner alows, the insurer requalifies for a certificate of authority under the provisions of this act in
force as of the change of control. The certificate of authority shall be revoked under such conditions for the
protection of policyholders, creditors, and the public as the commissioner may require. An insurer does not
have to requalify for a certificate of authority under this subsection if the commissioner finds al of the
following:

(8) The insurer's most recent am. best financial rating is at least an "A-" or is a comparable rating as
assigned by a nationally recognized statistical rating organization approved by the commissioner.

(b) Following the change in control, the insurer meets the minimum capital and surplus requirements to
qualify for and maintain authority to transact insurance in this state under section 410(2) and (3). However,
the commissioner may waive the requirement of this subdivision if both of the following apply:

(i) The insurer possessed a certificate of authority to transact insurance in this state prior to the effective
date of the amendatory act that added this subparagraph.

(if) The commissioner finds that the insurer is otherwise safe, reliable, and entitled to public confidence.

(c) Theinsurer'stotal capital exceeds 2 times the company's authorized control level.

(d) The insurer's certificate of authority has not been suspended, revoked, or limited under section 436 at
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any time during the 5-year period immediately preceding the change of control.

(e) Theinsurer is not subject to an insurance regulatory information system priority 1 or 2 designation by
the nationa association of insurance commissioners during the year immediately preceding the change of
control.

(2) A person seeking to acquire control of a foreign insurer may request the commissioner to determine
whether or not the commissioner would requalify the insurer for a certificate of authority if control is
acquired. The commissioner shall determine within 90 days after the request is made whether or not the
insurer would requalify for a certificate of authority if control is acquired. The commissioner's determination
shall be in writing and shall state the commissioner's reasons as to why the commissioner would either grant
or deny requalification for a certificate of authority if control is acquired. If the commissioner does not issue
his or her determination within this 90-day period and the person seeking the request acquires control of the
foreign insurer within 180 days after the request for a determination was made, the insurer shall be
automatically requalified for a certificate of authority. If the commissioner issues an affirmative
requalification determination and the person requesting the determination acquires control of the foreign
insurer within 180 days after the request for a determination was made, the commissioner is prohibited from
proceeding under subsection (1).

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0] Am. 1994, Act 228, Imd. Eff. June 30, 1994;01 Am. 1998, Act 457, Imd. Eff.
Jan. 4, 1999.

Compiler's note: In the first sentence of subsection (1), the phrase “as defined in 115" evidently should read “as defined in section
115"

Popular name: Act 218

500.405a Insurer subject to delinquency proceedings; revocation of certificate of authority;
conditions.

Sec. 405a. If an insurer is subject in its state or country of domicile to formal delinquency proceedings
within the meaning of chapter 81 or to a proceeding of similar effect, and the formal delinquency proceeding
was properly commenced by the appropriate domiciliary regulatory authority on or after October 1, 1991, the
certificates of authority of the insurer and of any current affiliated insurers of the insurer shall be
automatically revoked 90 days after the effective date of the delinquency or other proceedings without further
action by the commissioner unless, within the 90-day period or a longer period if the commissioner alows,
each insurer requalifies for a certificate of authority under the provisions of this act then in force. A domestic
insurer for purposes of requalification shall be treated as though it is a foreign insurer. The certificate of
authority shall be revoked under such conditions for the protection of the public as the commissioner may
require.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;[1 Am. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.405b Requalification pursuant to MCL 500.405 or 500.405a; formal review.

Sec. 405b. An insurer that seeks requalification pursuant to sections 405 or 405a is entitled to a formal
review by the commissioner during which the insurer may submit information, documents, or other data to the
commissioner in support of the application for requalification. The commissioner shall act upon the
application by an order that embodies the commissioner's findings and reasons for the decision. A record of
the review, including the information, documents, or other data submitted by the insurer to the commissioner
in support of the application for requalification, shall be prepared by the insurance bureau and made available.

History: Add. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.406 Foreign insurer; limitation on corporate purposes and powers; election of statute;
denial of admission or authority; continuation of license to transact insurance business
previously authorized; exception.

Sec. 406. (1) A foreign insurer shall not be admitted to this state if the insurer's corporate purposes exceed
those permitted for Michigan insurers.

(2) For the purpose of obtaining admission or renewal of authority to do business in this state, a foreign
insurer, by proper corporate action, may limit its corporate purposes and powers with respect to business in
this state, so that the corporate purposes do not exceed those of Michigan insurers authorized under the same
classification. However, the foreign insurer, in its application for certificate of authority or for the corporate
action referred to, shall elect the particular statute under which it desires admission or recertification.

(3) The commissioner may deny admission or continuance of authority to any foreign insurer engaged
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outside of this state in any kind or combination of kinds of business not permitted to be transacted by similar
domestic insurers by the laws of this state, when in the commissioner's judgment the transacting of these
kinds or combination of kinds of businessis prejudicial to the best interests of the people of this state.

(4) Notwithstanding subsection (3), a foreign insurer which has been licensed to transact the business of
life insurance in this state continuously since January 1, 1921, shall continue to be licensed to transact the
kind or kinds of insurance business which it was authorized to transact in this state immediately before
January 1, 1941. However, this subsection shall not apply if the commissioner finds, as to a specific insurer,
that the kinds of business or combinations of kinds of business has become prejudicial to the best interests of
the people of this state.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1957, Act 12, Eff. Sept. 27, 1957;0 Am. 1980, Act 342, Imd. Eff. Dec. 23, 1980.

Popular name: Act 218

500.407 Authorization to transact kinds of insurance; exceptions.

Sec. 407. An insurer that otherwise qualifies to transact insurance under this act may be authorized to
transact any 1 kind or combination of kinds of insurance as defined in chapter 6 except:

(a) A life insurer is not authorized to transact any other kind of insurance except disability insurance as
defined in section 606 unless it was engaged in transacting that other kind of insurance in this state prior to
January 1, 1909.

(b) A reciprocal insurer is not authorized to transact life or health insurance.

History: 1956, Act 218, Eff. Jan. 1, 1957;,00 Am. 1982, Act 501, Imd. Eff. Dec. 31, 1982;0] Am. 1996, Act 548, Imd. Eff. Jan. 15,
1997.

Popular name: Act 218

500.407a Noninsured benefit plan; offering and writing excess loss insurance; definition;
authority of insurer not limited.

Sec. 407a. (1) Aninsurer authorized to write insurance described in section 602 or 606 may offer and write
specific or aggregate excess 1oss insurance to a noninsured benefit plan. An insurer that writes excess loss
insurance shall comply with the applicable policy rate and form requirements under chapters 22, 24, and 30.

(2) Asused in this section, "noninsured benefit plan” means that term as defined in section 5208.

(3) This section does not limit the authority of an insurer authorized to write insurance described in section
624 to offer and write specific or aggregate excess loss insurance to a noninsured benefit plan.

History: Add. 2002, Act 146, Imd. Eff. Apr. 2, 2002.

Popular name: Act 218

500.408 Insurers; capital, surplus, or asset requirement; schedule; multiple lines; provisions
for transacting certain insurance; applicability of section; compliance with MCL 500.403.
Sec. 408. (1) To qualify for authority to transact insurance in this state a domestic, foreign, or alien insurer

shall possess and thereafter maintain paid-in capital or surplus or assets in amounts that are not less than those

shown by the applicable portion of the following schedule:

Kind of Domestic, foreign Domestic, foreign Domestic, foreign  Alieninsurers United

insurance stock insurers mutual lifeinsurers  mutual insurers other States ASSETS
CAPITAL SURPLUS than life ASSETS

Life $ 200,000.00 $ 200,000.00 not applicable $ 200,000.00

Lifeand

disability 300,000.00 300,000.00 not applicable 300,000.00

Disahility,

except as

provided in

subsection

(2), (3), or

4 200,000.00 not applicable $50,000.00 200,000.00

Property &

marine 200,000.00 not applicable 50,000.00 200,000.00

Automobile 200,000.00 not applicable 50,000.00 200,000.00

Casualty 200,000.00 not applicable 50,000.00 200,000.00

Surety &

fidelity 250,000.00 not applicable 250,000.00 250,000.00
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Surety,

fidelity,

casualty 450,000.00 not applicable 250,000.00 450,000.00
Kind of Reciprocal insurers
insurance ASSETS
Disability,

except as

provided in

subsection

(2), (3), or

4 $50,000.00
Property &

marine 50,000.00
Automobile 50,000.00
Casualty 50,000.00
Surety &

fidelity 50,000.00
Surety,

fidelity,

casualty 50,000.00

Multiple lines: Any insurer may reinsure risks of every kind or description and write any and all kinds of
insurance other than life insurance for which it is authorized while it maintains paid-up capital and surplus of
not less than $500,000.00.

(2) An insurer authorized to transact casualty insurance shall also have authority to transact disability
insurance without additional capital, surplus, or assets, as the case may be.

(3) A domestic stock insurer organized to insure on the monthly or weekly premium payment plan any
person against bodily injury or death by accident or against disability on account of sickness, or to provide a
cash funeral benefit not exceeding $500.00, shall have paid-in capital stock of not |ess than $25,000.00.

(4) Asto areciproca insurer the authority to transact disability insurance, either alone or in combination
with other insuring powers, does not include authority to transact health insurance.

(5) Financia regquirements as to cooperative assessment life, disability, and loss of position insurers, as
identified in chapter 64, shall be as provided in that chapter. Financial requirements as to domestic stock
insurers formed to insure railway employees against loss of position, to transact disability and life insurance,
and to make annuities as identified in section 6604 shall be as provided in section 6608.

(6) This section applies to domestic insurers organized prior to July 21, 1965 and to foreign and alien
insurers not subject to the provisions of section 410. However, a domestic insurer organized prior to July 21,
1965 and any foreign or alien insurer not subject to the provisions of section 410 that attains the level of
capital and surplus required by section 410(1), (2), or (3) isrequired thereafter to maintain that level of capital
and surplus under section 410 unless the direct premiums written and any reinsurance assumed by the insurer
in an annual period are less than the insurer's surplus.

(7) An insurer authorized to transact insurance on or after July 21, 1965 and before January 1, 1999 that
attains the level of capital and surplus required by section 410(2) is required thereafter to maintain that level
of capital and surplus under section 410 unless the direct premiums written and any reinsurance assumed by
theinsurer in an annual period are less than the insurer's surplus.

(8) Notwithstanding the specific requirements of this section, domestic, foreign, and alien insurers shall
also comply with the standard set forth in section 403.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1958, Act 211, Eff. Sept. 13, 1958;00 Am. 1965, Act 242, Imd. Eff. July 21, 1965;]
Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00 Am. 1994, Act 226, Imd. Eff. June 27, 1994;0] Am. 1994, Act 443, Imd. Eff. Jan. 10, 1995;
O Am. 1998, Act 457, Imd. Eff. Jan. 4, 1999.

Popular name: Act 218

500.410 Minimum amount of unimpaired capital and surplus; minimum amount and use of
additional surplus; transacting life insurance or property insurance; continuing to transact
insurance; transacting legal expense insurance; compliance with MCL 500.403.

Sec. 410. (1) To qualify for and maintain authority to transact insurance in this state on or after July 21,
1965 and before January 1, 1999, a domestic, foreign, or alien insurer shall possess and thereafter maintain
unimpaired capital and surplus in an amount determined adequate by the commissioner to continue to comply
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with section 403 but not less than $1,000,000.00. The commissioner shall take into account the risk based
capital requirements as developed by the national association of insurance commissioners in order to
determine adequate compliance with section 403.

(2) To qudify for and maintain authority to transact insurance in this state on or after January 1, 1999, a
domestic, foreign, or aien insurer shall possess and thereafter maintain unimpaired capital and surplus in an
amount determined adequate by the commissioner to continue to comply with section 403 but not less than
$7,000,000.00. The commissioner shall take into account the risk based capital requirements as developed by
the national association of insurance commissioners in order to determine adequate compliance with section
403.

(3) In addition to the minimum capital and surplus specified in subsections (1) and (2), an insurer applying
for an initial certificate of authority after July 21, 1965 in this state shall possess and maintain surplus or
additional surplus in an amount determined by the commissioner adequate to comply with section 403 for the
kind or kinds of insurance it writes or proposes to write, but in no event less than $500,000.00.

(4) Except as provided by section 407, every insurer authorized to transact insurance in this state may
transact life insurance or property insurance but not both, unless it was authorized to transact such other kind
or kinds of insurance in this state immediately prior to January 1, 1965. For the purpose of this section, life
insurance includes any 1 or more of the insurances described in sections 602 and 606; property insurance
includes any 1 or more of the insurances described in chapter 6, excepting only section 602 and those
provisions of section 632 that apply to insurances described in section 602. Nothing in this section shall be
construed to broaden the authority of reciprocal insurers.

(5) Except as provided in subsection (7), an insurer authorized to transact insurance prior to July 21, 1965
may continue to transact insurance so long as it maintains the minimum financial requirements of section 408.
However, an insurer authorized to transact insurance prior to July 21, 1965, that attains the level of minimum
capital and surplus required by subsection (1) shall maintain compliance with this section unless the direct
premiums written and any reinsurance assumed by the insurer in an annual period are less than the insurer's
surplus.

(6) Except as provided in subsection (7), an insurer authorized to transact insurance on or after July 21,
1965 and before January 1, 1999 that attains the level of minimum capital and surplus required by subsection
(2) shall maintain compliance with this section unless the direct premiums written and any reinsurance
assumed by the insurer in an annual period are less than the insurer's surplus.

(7) Aninsurer shall not be authorized to transact legal expense insurance unless it meets the capital and
surplus requirements of subsections (1), (2), and (3).

(8) Notwithstanding the specific requirements of this section, domestic, foreign, and alien insurers shall
also comply with the standard set forth in section 403.

History: Add. 1965, Act 242, Imd. Eff. July 21, 1965;0 Am. 1982, Act 501, Imd. Eff. Dec. 31, 1982;00 Am. 1992, Act 182, Imd. Eff.
Oct. 1, 1992;00 Am. 1994, Act 226, Imd. Eff. June 27, 1994;0 Am. 1994, Act 443, Imd. Eff. Jan. 10, 1995;0 Am. 1998, Act 457, Imd.
Eff. Jan. 4, 1999.

Popular name: Act 218

500.410a Bail bond surety and fidelity insurance company; authority to transact insurance.

Sec. 410a. (1) To quaify for and maintain authority to transact insurance in this state solely as a bail bond
surety and fidelity insurance company on or after February 1, 2004, an insurer in good standing in its state of
domicile that is subject to regulation by the commissioner shall possess and thereafter maintain unimpaired
capital and surplus in an amount determined adequate by the commissioner to continue to comply with
section 403 but not less than $4,500,000.00 and have, in addition, not less than $3,000,000.00 in current
guarantees and security with respect to bail bonds issued by the insurer in states in which it is then authorized.
An insurer with authority to transact bail bond surety and fidelity insurance in this state shall not offer or
provide surety and fidelity coverages other than bail bonds.

(2) The commissioner shall take into account the risk based capital requirements as developed by the
national association of insurance commissioners and the claims history for Michigan bail bonds issued by the
licensed bail bond agencies for which the insurer will be or is issuing bail bonds in Michigan in order to
determine adequate compliance with section 403.

(3) As used in this section, "bail bond surety and fidelity insurance” is surety and fidelity insurance that is
limited to the provision of bail bonds.

History: Add. 2004, Act 113, Imd. Eff. May 21, 2004.

Popular name: Act 218

500.411 Deposits required to transact insurance.
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Sec. 411. (1) To qualify for and maintain authority to transact insurance in this state a domestic insurer
shall maintain a deposit with the state treasurer of $300,000.00 or such larger amount as the commissioner
considers appropriate taking into consideration the actual or anticipated premium volume of the insurer and
the characteristics of, and the degree of risk inherent in, the insurance business written by the insurer. If a
domestic insurer doing business on January 9, 1973 has assets of less than $750,000.00, the commissioner
may approve a smaller deposit appropriate to the size of the insurer and the character of its business but not
less than $50,000.00. The deposit shall consist of cash or securities at market value, exclusive of interest, of
the kinds described in section 912. The deposit shall be held by the state treasurer for the benefit of the
policyholders of the insurer and shall be administered as directed in section 464. A policyholder of an insurer
includes any person having alegal or equitable right arising out of an insurance or annuity contract issued by
theinsurer.

(2) To qualify for and maintain authority to transact insurance in this state a foreign insurer shall maintain
a deposit with the state treasurer or with the treasurer or other state officer of the state in which the insurer is
domiciled of the same kinds, in the same amounts, and for the same purpose as required in subsection (1) for
domestic insurers.

(3) To qualify for and maintain authority to transact insurance in this state an alien insurer entering through
this state to transact insurance in the United States shall maintain a deposit with the state treasurer and an
alien insurer entering through a state other than this state to transact insurance in the United States shall
maintain a deposit with the state treasurer or with the treasurer or other state officer of the state through which
the insurer entered of the same kinds, in the same amounts, and for the same purpose as required in subsection
(2) for domestic insurers.

(4) To qualify for and maintain authority to transact insurance in this state an alien insurer shall maintain
deposits, including those required in subsection (3), with the state treasurer, with officers of states other than
this state or with trustees resident in the United States or with any combination of such persons, under trust
indentures approved by the commissioner. The insurer shall cause the persons holding the deposits to make to
the insurance regulatory authority of the state through which the insurer entered to transact insurance in the
United States a report, under oath on or before March 1 of each year, of the insurer's deposits as of December
31 of the preceding year. The deposits shall be in cash or in securities of the kinds described in sections 910 to
947 and shall satisfy the following conditions:

(8) The deposits shall be not less than the amount of liabilities with respect to the insurer's business in the
United States.

(b) The deposits, if the insurer is a life insurer, shall be held for the benefit of policyholders who were
residents of the United States on the date of issuance of the policy and for the benefit of creditors of the
insurer within the United States.

(c) The deposits, if the insurer is not a life insurer, shall be held for the benefit of policyholders and
creditors within the United States.

(d) The securities deposited under this subsection shall be valued and limited in accordance with section
901.

History: Add. 1972, Act 360, Imd. Eff. Jan. 9, 1973;0 Am. 1982, Act 338, Imd. Eff. Dec. 17, 1982;01 Am. 1986, Act 321, Imd. Eff.
Dec. 26, 1986;00 Am. 1992, Act 2, Imd. Eff. Jan. 31, 1992;0 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

500.412 Procedure for becoming domestic insurer.

Sec. 412. (1) An insurer organized under the laws of any other state and admitted to do business in this
state for the purpose of writing insurance may become a domestic insurer by complying with al of the
requirements of law relative to the organization and licensing of a domestic insurer of the same type and by
designating its principal place of business at a place in this state.

(2) An insurer who complies with subsection (1) shall be entitled to domestic insurer certificates and
licenses to transact business in this state and shall be subject to the authority and jurisdiction of this state.

History: Add. 1989, Act 92, Imd. Eff. June 20, 1989.

Compiler's note: Former MCL 500.412, which pertained to deposits required to transact insurance business, was repealed by Act
137 of 1966, Eff. Mar. 10, 1967.

Popular name: Act 218

500.413 Transfer of domicile of domestic insurer to another state; effect of transfer; approval
of transfer; “U.S. branch” defined.
Sec. 413. (1) Upon the approval of the commissioner, a domestic insurer may transfer its domicile to any
other state in which it is admitted to transact the business of insurance, and upon the transfer shall cease to be
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adomestic insurer but shall be admitted to this state if qualified as a foreign insurer. The commissioner shall
approve a proposed transfer unless he or she determines the transfer is not in the interest of the policyholders
of this state. For purposes of this section, an alien insurer using this state as a state of entry to transact
insurance in the United States through a U.S. branch is considered to be a domestic insurer.

(2) Asused in this section, "U.S. branch" means that term as defined in section 431.

History: Add. 1989, Act 92, Imd. Eff. June 20, 1989;00 Am. 1994, Act 227, Imd. Eff. June 27, 1994.

Compiler's note: Former MCL 500.413, which pertained to deposits required to transact insurance business, was repealed by Act
137 of 1966, Eff. Mar. 10, 1967,—Am. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.414 Certificate of authority, agent's appointments, licenses, rates, and other items of
transferring insurer continue in full force and effect; outstanding policies remain in full
force and effect; filing new or existing policy forms; notice of proposed transfer; filing
amendments to corporate documents.

Sec. 414. The certificate of authority, agent's appointments, licenses, rates, and other items which the
commissioner alows, in hisor her discretion, which are in existence at the time an insurer licensed to transact
the business of insurance in this state transfers its corporate domicile to this or any other state by merger,
consolidation, or any other lawful method shall continuein full force and effect upon the transfer if the insurer
remains duly qualified to transact the business of insurance in this state. All outstanding policies of a
transferring insurer shall remain in full force and effect and need not be endorsed as to the new name of the
company or its new location unless so ordered by the commissioner. Each transferring insurer shall file new
policy forms with the commissioner on or before the effective date of the transfer, but may use existing policy
forms with appropriate endorsements if allowed by, and under such conditions as approved by, the
commissioner. Each transferring insurer shall notify the commissioner of the details of the proposed transfer
and shall file promptly any resulting amendments to corporate documents filed or required to be filed with the
commissioner.

History: Add. 1989, Act 92, Imd. Eff. June 20, 1989.

Compiler's note: Former MCL 500.414, which pertained to deposits required to transact insurance business, was repealed by Act
137 of 1966, Eff. Mar. 10, 1967.

Popular name: Act 218

500.415 Rules.

Sec. 415. The commissioner shall promulgate rules pursuant to the administrative procedures act of 1969,
Act No. 306 of the Public Acts of 1969, being sections 24.201 to 24.328 of the Michigan Compiled Laws, to
carry out the purposes of sections 412 to 414.

History: Add. 1989, Act 92, Imd. Eff. June 20, 1989.

Compiler's note: Former MCL 500.415, which pertained to deposits required to transact insurance business, was repealed by Act
137 of 1966, Eff. Mar. 10, 1967.

Popular name: Act 218

500.416 Special deposit.

Sec. 416. As acondition of qualifying for and maintaining authority to transact insurance in this state or for
qualifying as an eligible unauthorized insurer, the commissioner may require an insurer to maintain a special
deposit with the state treasurer in such amount as the commissioner considers necessary for the protection of
Michigan policyholders and claimants. The special deposit is subject to special deposit claims pursuant to
section 8141a.

History: Add. 1989, Act 302, Imd. Eff. Jan. 3, 1990;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Compiler's note: Former MCL 500.416, which pertained to deposits required to transact business was repealed by Act 360 of 1972,
Imd. Eff. Jan. 9, 1973.

Popular name: Act 218
500.417 Repealed. 1966, Act 137, Eff. Mar. 10, 1967.

Compiler's note: The repealed section made provisions of code pertaining to stock life insurers relative to deposit of securities
governing domestic automobile insurers.

Popular name: Act 218

500.418 Identification of payers subject to child support arrearages; "title IV-D agency"
defined.
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Sec. 418. (1) An insurer may voluntarily cooperate with a title 1V-D agency and the child support lien
network in identifying payers subject to child support arrearages who may be entitled to money to be paid
under aliability insurance policy or the liability coverage portion of a multiperil insurance policy.

(2) Asused in this section, "title 1V-D agency" means that term as defined in section 2 of the support and
parenting time enforcement act, 1982 PA 295, MCL 552.602.

History: Add. 2004, Act 482, Imd. Eff. Dec. 28, 2004.

Compiler's note: Former MCL 500.418, which pertained to deposits required to transact insurance business, was repealed by Act
360 of 1972, Eff. Jan. 9, 1973.

Popular name: Act 218
500.422 Repealed. 1994, Act 226, Imd. Eff. June 27, 1994.

Compiler'snote: The repealed section pertained to competition agreements by foreign or aien fire, marine, or inland insurers.
Popular name: Act 218

500.424 Admission of foreign or alien insurer to state; application; report of financial
standing; issuance of certificate of authority; filing fees.

Sec. 424. (1) A foreign or alien insurer shall not be admitted to this state until the insurer files with the
commissioner an application for admission upon a form as prescribed by the commissioner. The application
shall be accompanied by a copy of the insurer's charter, compact, or articles of incorporation or agreement,
and bylaws, duly certified by the commissioner of insurance or corresponding officer of the state of origin or
entry, together with a sworn statement of the insurer's business affairs up to any date required by the
commissioner to be furnished and any other information, under oath or otherwise, that the commissioner may
demand of the applicant.

(2) In addition to subsection (1), an alien insurer shall make and execute under oath areport of its financial
standing and of its deposit together with a full statement of its business in the United States for the year
preceding the statement pursuant to section 438.

(3) The commissioner shall examine the application and if satisfied that the applicant is safe, reliable, and
entitled to public confidence and meets the same financial conditions required of like insurers organized in
this state, is authorized to do the kind or class of insurance it seeks to transact, and has complied in al other
respects with the applicable laws of this state, the commissioner shall issue a certificate of authority to the

applicant.
(4) The applicant shall pay the filing fees as provided by sections 223 and 240.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1972, Act 360, Imd. Eff. Jan. 9, 1973;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.425, 500.426 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Compiler's note: The repealed sections pertained to admission of foreign mutual insurers to doing business and to application by
foreign reciprocal insurer for application for certificate of authority to transact business.

Popular name: Act 218

500.430 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Compiler's note: The repealed section pertained to a foreign or alien life or sickness and accident insurer on cooperative assessment
plan.

Popular name: Act 218

500.431 Definitions.

Sec. 431. As used in sections 432 through 434:

(a) "Claimant" means any person or entity, supervisor, receiver, liquidator, rehabilitator, or conservator
appointed for an alien insurer, and any guaranty association responsible for the payment of claims against the
insurer, who has claims for costs and expenses of investigation or supervision pursuant to section 8109(11) or
for receivership, liquidation, or payments of policyholders' claims.

(b) "Policy" means either of the following:

(i) Any contract of insurance or any agreement containing a covenant to insure that an alien insurer may be
authorized to issue in any state and that is made by an alien insurer and delivered in or issued for delivery in
the United States to any person resident in the United States at the time of issue, including any life insurance
contract, annuity contract, disability insurance contract, guaranteed investment contract, reinsurance contract,
and any contract issued on the maturity of and pursuant to any of the previously listed contracts, but excluding
any contract, agreement, or portion of a contract or agreement either not guaranteed by an alien insurer or
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under which the risk is borne by the policyholder or claimant or where the recourse of policyholders or
claimants for claims is limited to separate accounts.

(i) For separate accounts, any group annuity or deposit contract or any other contract that an alien insurer
is authorized to issue in any state, made by an alien insurer and delivered in or issued for delivery in the
United States to any person resident in the United States at the time of issue that provides the right to allocate
amounts to a particular trust as a separate account, including any contract issued on the maturity of and
pursuant to a group annuity or deposit contract or any other contract that an alien insurer is authorized to issue
in any state.

(c) "Palicyholder" means the owner of, the certificate holder under, or the beneficiary under, a policy,
including any other insurer if an alien insurer has issued to that insurer a reinsurance contract, and any
pledgee, assignee, or other creditor having a security interest in the obligation arising out of apolicy.

(d) "Qualified United States financia institution” means a state or nationally chartered bank or trust
company, organized under the laws of any state or of the United States that has been granted authority to
operate with fiduciary powers.

(e) "U.S. branch" means the business unit through which insurance is transacted within the United States
by an alien insurer and the assets and liabilities of the insurer within the United States.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.
Popular name: Act 218

500.431a State of entry by alien insurer through U.S. branch; requirements.

Sec. 431a. (1) An dien insurer may use this state as a state of entry to transact insurance in the United
States through a U.S. branch by qualifying as an insurer licensed to do business in this state and establishing a
trust account pursuant to a trust agreement approved by the commissioner with a qualified United States
financial institution approved by the commissioner, in an amount at least equal to the amount required by
section 431c. With the prior approval of the commissioner, an alien insurer may establish more than 1 trust
account pursuant to 1 or more trust agreements, provided that the aggregate of all amounts held in such trust
accountsis at least equal to the amount required by section 431c.

(2) Before authorizing the entry through this state of a U.S. branch of an alien insurer, the commissioner
shall require the alien insurer to do all of the following:

(a) Submit a copy of the proposed trust indenture for the commissioner's approval.

(b) Submit a copy of its charter, any current bylaws, and any other documents necessary to show the kinds
of businessthat it is authorized to do in its domiciliary jurisdiction, attested to as accurate and complete by the
insurance supervisory official in its domiciliary jurisdiction.

(c) Submit a full statement, subscribed and affirmed as true under the penalties of perjury by 2 officers or
equivalent responsible representatives in such manner as the commissioner prescribes, of its financia
condition as of the close of its latest fiscal year, showing its assets, liabilities, income, disbursements, business
transacted, and other facts required to be shown in its annual statement, as reported to the insurance
supervisory official in its domiciliary jurisdiction, together with an English language translation, as necessary,
of any of the documents required.

(d) Submit to an examination of the insurer's affairs at its principal office within the United States unless
the commissioner instead accepts a report of the insurance supervisory official of the insurer's domiciliary
jurisdiction.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.431b U.S. branch using state as state of entry to transact insurance; compliance.

Sec. 431b. A U.S. branch using this state as a state of entry to transact insurance in the United States is
subject to al laws applicable to an insurer domiciled in this state except as otherwise provided. A U.S. branch
using this state as a state of entry to transact insurance in the United States shall comply with all of the
following requirements:

(a) Provide the commissioner, at intervals and in such form as the commissioner may require, having stated
the reason for the requirement, with complete and accurate copies, current to within 10 days, of any of its
books, records, and files requested by the commissioner, including all of the following:

(i) Corporate accounting records.

(i) Records of its securities, notes, mortgages, and other evidences of indebtedness, representing
investment of funds.

(i) Minutes of meetings and resolutions of the board of directors, any committee of the board of directors,
and the audit committee.
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(iv) Records of current premium billing and collection processing and active claims inventory.

(v) Records of al policies held by policyholders of the U.S. branch, including policy type, amount of
reserve, riders, dividend accumulation, unit values, endowment, and policy |oan balances.

(b) Upon the commissioner's request, provide the commissioner, for the commissioner's regulatory use,
with appropriate waivers for the commissioner concerning rights in the information, including copyright or
goodwill, information, manuals, and documentation sufficient for regulatory purposes concerning the
computer system and software through which the insurer maintains its books, records, and files for its
businessin the United States.

(c) Upon the commissioner's request, obtain for the commissioner the right to use, at no additional charge,
the computer software employed to maintain the books, records, and files listed in subdivision (&). This right
of use shall be irrevocable and unconditional and shall include al revisions and upgrades, notwithstanding the
insolvency or reorganization of the insurer.

(d) Arrange for testing to the commissioner's reasonable satisfaction of the processing of copies of the
books, records, and files of the insurer listed in subdivision (a). This testing shall be performed annually or
more frequently if requested by the commissioner at the office of the commissioner or a a business office of
the insurer where such testing may take place at reasonable cost to the insurer.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.431c Trusteed assets; value.

Sec. 431c. The assets in the trust accounts shall be known as trusteed assets. The total value of trusteed
assets shall at all times be at least equal to the sum of the U.S. branch's reserves and other liabilities, the
minimum capital and surplus required to be maintained by section 410, and any additional amounts
considered necessary by the commissioner. The trusteed assets shall be valued and limited in accordance with
section 901.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.432 Trust agreement and amendments; authentication; withdrawal of approval; form;
hearing; modifications or variations; contents and provisions of trust agreement;
withdrawal of trusteed assets in another state; notice; examination by commissioner;
effect of refusal or neglect to comply with subsection (8); review.

Sec. 432. (1) The trust agreement and all amendments to the trust agreement shall be authenticated in a
form and manner prescribed by the commissioner and shall not be effective unless approved by the
commissioner upon afinding of all of the following:

(a) That the trust agreement or its amendments are sufficient in form and in conformity with law.

(b) That the trustee or trustees are eligible to be trustees.

(c) That the trust agreement is adequate to protect the interests of the beneficiaries of the trust.

(2) If at any time the commissioner finds after reasonable notice and hearing that the trust agreement no
longer meets the requirements of subsection (1), the commissioner may withdraw approva of the trust
agreement. The withdrawal of approval shall be in the form of a fina order or decision and shall clearly set
forth the findings and the reasons for the withdrawal of approval. A hearing under this subsection is not
subject to the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, being sections
24.201 to 24.328 of the Michigan Compiled Laws.

(3) The commissioner may from time to time approve modifications of or variationsin any trust agreement
that in the commissioner's judgment are not prejudicial to the interests of the people of this state or the United
States and of policyholders and claimants of the U.S. branch.

(4) The trust agreement shall contain all of the following:

(a) The vesting of legal title to trusteed assets in a trustee and its lawfully appointed successors.

(b) A requirement that, except with the approval of the commissioner for assets held in custodial or similar
accounts, all assets deposited in the trust shall be continuously kept within the United States.

(c) Provisions for substitution of a new trustee in case of avacancy subject to the commissioner's approval.

(d) A requirement that the trustee shall continuously maintain arecord at all times sufficient to identify the
trust's assets.

(e) A requirement that the trusteed assets shall consist of cash or investments eligible for investment of the
funds of domestic insurers and accrued interest on those assets if collectible by the trustee.

(f) A requirement that the trust shall be for the exclusive benefit, security, and protection of the
policyholders and claimants of the U.S. branch and that it shall be maintained as long as there is outstanding
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any liability of the alien insurer arising out of itsinsurance transactions in the United States.

(g) A provision that no withdrawals of assets, other than income as specified in subsection (5), shall be
made or permitted by the trustee without the commissioner's approval except to do the following:

(i) Substitute other assets permitted by law and at least equal in value and quality to those withdrawn, upon
the specific written direction of the United States manager when duly empowered and acting pursuant to
either genera or specific written authority previously given or delegated by the board of directors. Substituted
assets are of the same quality if, for securities, they are rated "BBB" or above by Moody's or Standard &
Poor's or are rated category 1 or 2 by the national association of insurance commissioners or, for other assets,
are not in arrears, were acquired by the alien insurer in an arm's length transaction from an unaffiliated third
party within 30 days prior to the substitution and, for interests in mortgages, the mortgages comply with
section 942

(it) If theincome of the trust is not paid over as specified in subsection (5), pay liabilities of the insurer to a
policyholder or in satisfaction of a contractual provision in a policy, provided that the total trusteed assets are
not thereby less than the amount required to be maintained pursuant to section 431c.

(iii) Transfer assets to an officia liquidator or rehabilitator pursuant to an order of a court of competent
jurisdiction.

(h) A provision that withdrawals of assets shall be made or permitted by the trustee only with the
commissioner's approval and only if a deposit is required by law in any state for the security or benefit of all
policyholders, or policyholders and claimants, of the U.S. branch in the United States.

(5) The trust agreement may provide that income, earnings, dividends, or interest accumulations of the
fund's assets may be paid over to the United States manager of the U.S. branch upon request, provided that the
total trusteed assets are not thereby less than the amount required to be maintained pursuant to section 431c.

(6) Upon withdrawal of trusteed assets deposited in another state in which the insurer is authorized to do
business, it is sufficient if the trust agreement requires similar written approval of the insurance supervising
official of that state in lieu of approval by the commissioner provided that the total trusteed assets are not
thereby less than the amount required to be maintained pursuant to section 431c.

(7) For dl withdrawals, the U.S. branch shall give the commissioner at least 15 days prior notice in writing
of the nature and extent of the proposed withdrawal. For a withdrawal due to overfunding, it shall be
considered that the commissioner has approved the withdrawal in either of the following cases:

(8) The commissioner has not responded to the request in any manner within 15 days after receipt of the
notice.

(b) After the U.S. branch has replied to any request by the commissioner for further information
concerning the proposed withdrawal, the commissioner does not respond further in any manner within 15
days after receipt of the reply.

(8) The commissioner may make examinations from time to time of the trusteed assets of any authorized
U.S. branch and may require the trustee to file a statement, in such form as the commissioner may prescribe,
certifying the trust fund's assets and amount.

(9) Refusal or neglect of any trustee to comply with the requirements of subsection (8) is grounds for
injunctive relief and other remedies including suspension, limitation, or revocation of the insurer's license,
liquidation of its U.S. branch, or the trustee's removal. If removal occurs prior to the appointment of a new
trustee, the trusteed assets shall be deposited with the commissioner or as the commissioner directs. Failure of
any trustee to comply with the other requirements of this section is grounds for suspension, limitation, or
revocation of the insurer's license or the liquidation of its U.S. branch.

(10) Within 90 days after the effective date of this section, the commissioner shall inform each U.S. branch
that the trust agreement in force on that date to which the U.S. branch is party is subject to review by the
commissioner and the approximate date of the review. Following the review, the commissioner shall inform
the relevant U.S. branch in a written notice of any deficiencies in its trust agreements. The U.S. branch shall
amend or replace its trust agreement in accordance with this amendatory act within 30 days after receiving the
notice from the commissioner.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Compiler's note: Former MCL 500.432, which pertained to the continuation of certificate of authority, was repealed by Act 360 of
1972, Imd. Eff. Jan. 9, 1973.

Popular name: Act 218

500.432a Certificate of authority to do business; issuance or amendment to U.S. branch;
proof that insurer will not violate act or charter; noncompliance.
Sec. 432a. (1) Before issuing or amending a certificate of authority to do business to any U.S. branch, the
commissioner may require satisfactory proof, either in the alien insurer's charter or by an agreement
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evidenced by a duly certified resolution of its board of directors or otherwise as the commissioner requires,
that the insurer will not engage in any insurance business that violates this act or that is not authorized by its
charter.

(2) A U.S. branch that does outside of this state any kind or combination of kinds of insurance business not
permitted to be done in this state by similar domestic insurers hereafter organized, shall not be or continue to
be authorized to do any insurance business in this state, unless in the commissioner's judgment the doing of
those kinds of insurance outside of this state will not be prejudicial to the best interests of the residents of this
state.

(3) Except as otherwise specifically provided, a U.S. branch, entering through this state or another state,
shall not be or continue to be authorized to do the business of insurance in this state if it fails to comply
substantially with any requirement or limitation of this act applicable to similar domestic insurers hereafter
organized that in the judgment of the commissioner is reasonably necessary to protect the interest of the
policyholders.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.433 Trusteed assets below minimum required; proceeding against alien insurer.

Sec. 433. If it appears to the commissioner from any annual or quarterly statement or any other report that
aU.S. branch's trusteed assets are below the minimum required to be maintained pursuant to section 431c, the
commissioner may proceed against the alien insurer pursuant to the provisions of chapter 81 as an insurer
whose condition no longer meets the requirements of section 403.

History: Add. 1994, Act 227, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.434 Repealed. 1972, Act 360, Imd. Eff. Jan. 9, 1973.
Compiler'snote: The repealed section pertained to grounds for revocation of certificates of authority.
Popular name: Act 218

500.435 Certificate of authority as evidence of authority to transact insurance; duration of
certificate; certificate as property of state; prerequisites to termination of certificate.

Sec. 435. (1) The certificate of authority issued by the commissioner to an insurer is evidence of its
authority to transact the kind or kinds of insurance specified in the certificate in this state.

(2) A certificate of authority shall remain in force until terminated at the request of the insurer or
suspended or revoked by the commissioner.

(3) A certificate of authority at al times remains the property of the state. Upon termination at the request
of the insurer or revocation by the commissioner, the certificate of authority shall be delivered promptly by
the insurer to the commissioner.

(4) The commissioner shall not grant the request of an insurer to terminate its certificate of authority as
long as the insurer has any obligations outstanding under a policy of insurance to policyholders or claimants
who are residents of this state unless either of the following occurs:

(a) The insurer has deposited with the state treasurer securities acceptable to the commissioner in an
amount equal to its liabilities including its reserves as required by this act in respect to its business in this
state, as computed by the commissioner, for the sole benefit of its policyholders and creditors resident in this
state. The deposits shall be held by the state treasurer and administered as directed by section 464.

(b) The insurer has made other provisions satisfactory to the commissioner to secure obligations to
Michigan policyholders or claimants.

History: Add. 1972, Act 360, Imd. Eff. Jan. 9, 1973;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.436 Conditions for suspension, revocation, or limitation of certificate of authority;
"insurer" defined.
Sec. 436. (1) The director may suspend, revoke, or limit the certificate of authority of an insurer if he or
she determines that any of the following conditions exist:
(a) Theinsurer no longer meets the requirements of this act respecting capital, surplus, deposits, or assets.
(b) The insurer's condition is such that it is no longer safe, reliable, or entitled to public confidence or is
unsound, or the insurer is using financial methods and practices in the conduct of its business that render
further transaction of insurance by the insurer in this state hazardous to policyholders, creditors, or the public.
(c) The insurer's certificate of authority to transact business in its state of domicile, or in the case of an
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alieninsurer, in its state of entry, has been suspended or revoked.

(d) The insurer has failed, after written request by the director, to remove or discharge an officer or director
whose record of business conduct does not satisfy the requirements of section 436a(1)(k) or 1315(1)(f) or who
has been convicted of any crime involving fraud, dishonesty, or like moral turpitude.

(e) Theinsurer failsto promptly comply with sections 222 or 438.

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

(g) The insurer has failed, within 30 days after notice of delinquency from the director, to cureitsfailureto
pay the taxes, fees, assessments, or expenses required by this act.

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

(2) Asused in this section, "insurer" includes a nonprofit dental care corporation operating under 1963 PA
125, MCL 550.351 to 550.373.

History: Add. 1972, Act 360, Imd. Eff. Jan. 9, 1973;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0 Am. 2016, Act 276, Imd. Eff.
July 1, 2016.

Popular name: Act 218

500.436a Continuing operation of insurer transacting insurance in state or nonprofit dental
corporation operating under MCL 550.351 to 550.373; standards; subscription to private
rating organization not required; determination of financial condition; issuance of order by
director; hearing requested by insurer.

Sec. 436a. (1) In addition to any other relevant standards, the director may consider 1 or more of the
following to determine whether the continued operation of an insurer transacting an insurance business in this
state or a nonprofit dental care corporation operating under 1963 PA 125, MCL 550.351 to 550.373, is safe,
reliable, and entitled to public confidence or is considered hazardous to policyholders, creditors, or the public:

(a) Affirmative or adverse findings reported in financial condition and market conduct examination reports.

(b) The National Association of Insurance Commissioners insurance regulatory information system and its
related reports.

(c) Whether the ratios of commission expense, general insurance expense, policy benefits, and reserve
increases as to annual premium and net investment income could likely lead to an impairment of capital and
surplus.

(d) Whether the insurer's asset portfolio, when viewed in light of current economic conditions, is of
sufficient value, liquidity, or diversity to assure the insurer's ability to meet its outstanding obligations as they
mature.

(e) Whether the ability of an assuming reinsurer to perform and whether the insurer's reinsurance program
provides sufficient protection for the insurer's remaining surplus after taking into account the insurer's cash
flow, the classes of business written, and the financial condition of the assuming reinsurer.

(f) The insurer's operating loss in the last 12-month period or any shorter period of time, including, but not
limited to, net capital gain or loss, change in assets, and cash dividends paid to shareholders, in relation to the
insurer's remaining capital and surplusin excess of the amount required to comply with section 403.

(g9) Whether any affiliate, subsidiary, or reinsurer is insolvent, threatened with insolvency, or delinquent in
payment of its monetary or other obligation.

(h) Contingent liabilities, pledges, or guaranties that either individually or collectively involve a tota
amount that in the director's opinion may affect the insurer's solvency.

(i) Whether any controlling person of an insurer is delinquent in transmitting or the payment of net
premiums to the insurer or has caused the insurer to divert assets, make investments, or assume liabilities with
respect to the affiliates of the insurer that have had a material adverse effect on the insurer's financial solidity.

(1) The age and collectibility of receivables.

(k) Whether the management of an insurer, including officers, directors, or any other person who directly
or indirectly controls the operation of the insurer, possesses and demonstrates the competence, fitness, and
character considered necessary to serve the insurer in such a position.

() Whether management of an insurer has failed to respond to inquiries relative to the insurer's condition
or has furnished false and misleading information concerning an inquiry.

(m) Whether management of an insurer has filed a materialy false or misleading financial statement, has
released a materially false or misleading financial statement to lending institutions or to the general public, or
has made a materially false or misleading entry or has omitted an entry of material amount in the insurer's
books.

(n) Whether the insurer has grown so rapidly and to such an extent that it lacks adequate financial and
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administrative capacity to timely meet its obligations.

(o) Whether the insurer has experienced or will experience in the foreseeable future cash flow or liquidity
problems.

(p) Subject to subsection (3), ratings and rating reports concerning the insurer from rating organizations
that meet al of the following requirements:

(i) Are registered under the investment advisors act of 1940, 15 USC 80b-1 to 80b-21.

(i) Have adeguate training, supervision, and continuing education for its analysts.

(iif) Make a determination as to whether the company being rated has the ability to service and repay its
debts.

(iv) Assign acredit committee to each rated company, members of which are changed annually.

(v) Give rated companies aright of appeal as to the rating received prior to publication.

(vi) Maintain continuous monitoring as to the rating in the event of significant developments.

(vii) Maintain an employee code of ethics and an internal procedure to prevent misuse of information, such
as a prohibition against conflict of interest.

(a) Whether the insurer demonstrates material adverse deviations from industry averages with respect to
significant indicators of financial solidity such as leverage, liquidity, profitability, reinsurance, investment
risk, and reserve adequacy.

(r) The extent to which the insurer meets standards of financial solidity such as risk based capita
requirements as developed by organizations with recognized expertise in evaluating the financial condition of
insurers such as the National Association of Insurance Commissioners.

(s) The size of the insurer as measured by its assets, capital and surplus reserves, premium writings,
insurance in force, and other appropriate criteria.

(t) The extent to which the insurer's business is diversified among the severa lines of insurance, the
number and size of risks insured in each line of business, and the extent of the geographical dispersion of the
insurer'sinsured risks.

(u) The nature and extent of the insurer's reinsurance program.

(v) The quality, diversification, and liquidity of the insurer'sinvestment portfolio.

(w) The recent past and projected future trend in the size of the insurer's surplus as regards policyholders
and the surplus as regards policyholders maintained by other comparable insurers.

(x) The adequacy of the insurer's reserves.

(y) The quality and liquidity of investmentsin affiliates.

(2) Compliance by the insurer with section 901.

(2) For purposes of the standards set forth in subsection (1), the director may consider a nonprofit dental
care corporation in the same manner as an insurer.

(3) Thedirector shall not require an insurer to subscribe to a private rating organization.

(4) The director may do any of the following in making a determination of an insurer's financial condition
under this section:

(a) Disregard any credit or amount receivable resulting from transactions with a reinsurer that has totally
ceased writing new business or that is insolvent, impaired, or otherwise subject to a delinquency proceeding.

(b) Make appropriate adjustments including disallowance to asset values attributable to investments in or
transactions with parents, subsidiaries, or affiliates.

(c) Refuse to recognize the stated value of accounts receivable if the ability to collect receivablesis highly
speculative in view of the account's age or the debtor's financial condition.

(d) Increase the insurer's liability in an amount equal to any contingent liability, pledge, or guarantee not
otherwise included if there is a substantia risk that the insurer will be called upon to meet the obligation
undertaken.

(5) If the director determines that an insurer authorized to transact business in this state has ceased to be
safe, reliable, and entitled to public confidence or that the insurer's continued operation may be hazardous to
policyholders, creditors, or the public, the director, in addition to his or her authority under section 437 and
chapter 81, may issue an order requiring the insurer to do any of the following:

(a) Reduce the total amount of present and potential liability for policy benefits by sound reinsurance
transactions approved by the director.

(b) Reduce, suspend, or limit the volume of business being accepted or renewed.

(c) Reduce general insurance and commission expenses by specified methods.

(d) Increase the insurer's capital and surplus.

(e) Suspend or limit the declaration and payment of dividends by an insurer to its stockholders or to its
policyholders.

(f) Filereportsin aform acceptable to the director concerning the market value of an insurer's assets.
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(9) Limit or withdraw from certain investments or discontinue certain investment practices.

(h) Document the adequacy of premium ratesin relation to the risks insured.

(i) File, in addition to regular annual statements, interim financial reports on the form or in the format
promulgated by the director.

() Correct corporate governance practice deficiencies and adopt and use governance practices that are
acceptable to the director.

(6) An insurer subject to an order under subsection (5) may regquest a hearing as in a contested case
pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328, to review the
order. The notice of hearing must be served on the insurer and state the time and place of hearing and the
conduct, conditions, or grounds on which the director based the order. Unless mutually agreed between the
director and the insurer, the hearing must occur not less than 10 days or more than 30 days after notice is
served. The director shall hold all hearings under this subsection privately unless the insurer requests a public
hearing, in which case the hearing must be public.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;1 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218

500.436b Certificate of authority limited by order of commissioner.

Sec. 436b. If the commissioner finds on the basis of appropriate investigation and public hearings that a
type of insurance or a subset of atype of insurance or of other contracts entered into by insurers authorized to
do business in this state present a degree of risk or hazard to the insurer not adequately taken into account by
insurance accounting techniques or normal methods of measuring insurance or other contractua risk, the
commissioner may conclude that only those authorized insurers possessed of a sufficient degree of financial
strength, measured by relevant methods, techniques, analysis, rating systems, and other appropriate financial
standards uniformly applied, may engage with safety to policyholders, creditors, or the public in assuming
obligations of such a type or subset of a type of insurance or other contracts. In these circumstances, the
commissioner may limit by appropriate order the certificate of authority of an insurer that does not possess
such a sufficient degree of financial strength so as to preclude prospectively the authority of the insurer to
engage in assuming obligations in this state of such atype or subset of atype of insurance or other contracts.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.437 Proceeding for suspension, revocation, or limitation of certificate of authority;
notice; imposition of conditions in order of limitation.

Sec. 437. (1) A proceeding to suspend, revoke, or limit an insurer's certificate of authority shall be initiated
by the commissioner by granting the insurer an opportunity to show compliance with all lawful requirements
as provided under section 92 of the administrative procedures act of 1969, Act No. 306 of the Public Acts of
1969, being section 24.292 of the Michigan Compiled Laws. If the commissioner subsequently determines
pursuant to section 436 to suspend, revoke, or limit the insurer's certificate of authority, the determination and
the reasons for the determination shall be stated in the order of suspension, revocation, or limitation.

(2) Theinsurer aggrieved by the commissioner's determination and order issued under section 436 shall be
entitled to a contested case hearing pursuant to Act No. 306 of the Public Acts of 1969, being sections 24.201
to 24.328 of the Michigan Compiled Laws. During the pendency of the contested case proceeding, the
commissioner's order shall remain in effect, except as modified by the commissioner or as stayed by a court
pursuant to section 244.

(3) The commissioner's order and determination may be confirmed or modified by the commissioner as the
result of a contested case hearing and shall be the final decision or order in the contested case.

(4) Upon suspension, revocation, or limitation of an insurer's certificate of authority, if the commissioner
considers it necessary or desirable for the protection of the public, he or she may mail notice of the action to
the insurer's agents and publish notice of the suspension, revocation, or limitation in 1 or more newspapers of
genera circulation in the state.

(5) The commissioner's order of limitation may restrict the solicitation of new business within the state,
may restrict the renewal of business in force within the state, may require the reinsurance of businessin force
within the state and, if reinsurance is not effected within 30 days after the order requiring reinsurance is
issued, may require cancellation of business in force within the state and may impose such other conditions to
continued authorization as are reasonably necessary to protect policyholders, creditors, and the public.

History: Add. 1972, Act 360, Imd. Eff. Jan. 9, 1973;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218
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500.438 Annual statement; filing; extensions; format and content; reply to inquiries;
availability of report to public; penalty for failure to file statement or reply to inquiry;
statement of alien insurer; "U.S. branch" defined.

Sec. 438. (1) An insurer, foreign, alien, U.S. branch, or domestic, transacting business within this state,
shall annually, on or before March 1, prepare under oath and deposit with the director a statement concerning
its affairsin aform and manner as prescribed by the director. The annual statement must be filed on or before
March 1 of the year following that covered by the statement. On request and for good cause shown, the
director may grant to a company reasonable extensions of the March 1 filing date for periods not to exceed 30
days.

(2) The director shall prescribe the format and content of statements that are suitable and adaptable to each
kind of insurer authorized by this act. The director shall include requests for information on important
elements of an insurer's business, including any matter, condition, or requirement regulated by this act. An
annual statement filed by an insurer under this section must be prepared in accordance with instructions
provided by, and accounting practices and procedures designated by, the director.

(3) The director may address inquiries to an insurer, in relation to the insurer's activities or conditions, or
any matter connected with the insurer's transactions. The insurer shall promptly reply in writing to each
inquiry described in this subsection.

(4) A report filed with the director under this section must be made available to the public in compliance
with the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246.

(5) An authorized insurer that does not make or deposit the annual statement required by this section, or
does not reply within 30 days to an inquiry of the director, is subject to a civil penalty of not less than
$1,000.00 or more than $5,000.00, and an additional $50.00 for every day that the insurer does not make and
deposit the annual statement or reply to the inquiry. In addition, an insurer that does not make and deposit an
annual statement, or does not make a satisfactory reply to an inquiry of the director, concerning the insurer's
affairsis subject to proceedings under section 436.

(6) The annual statement of an alien insurer must relate only to the insurer's assets, transactions, and affairs
in the United States unless the director requires otherwise.

(7) Asused in this section, "U.S. branch" means that term as defined in section 431.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1957, Act 91, Eff. Sept. 27, 1957;0 Am. 1959, Act 39, Eff. Mar. 19, 1960;0 Am.
1978, Act 506, Imd. Eff. Dec. 13, 1978;0 Am. 1986, Act 173, Imd. Eff. July 7, 1986;0 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00
Am. 1994, Act 227, Imd. Eff. June 27, 1994;00 Am. 2016, Act 558, Eff. Apr. 10, 2017.

Popular name: Act 218

500.438a Domestic, foreign, and alien insurers; filing annual statement with national
association of insurance commissioners; foreign insurers considered in compliance with
section; agents of commissioner; confidentiality of information.

Sec. 438a. (1) Each domestic, foreign, and alien insurer authorized to transact insurance in this state shall
file annually on or before March 1 of each year, with the national association of insurance commissioners a
copy of its annual statement along with additional filings for the preceding year as prescribed by the
commissioner. The information filed with the national association of insurance commissioners shall be in the
same format and scope as that required by the commissioner and shall include the signed jurat page and any
actuarial certification. An amendment or addendum to the annual statement filing subsequently filed with the
commissioner shall aso be filed with the national association of insurance commissioners.

(2) A foreign insurer that is domiciled in a state that has a law substantially similar to subsection (1) shall
be considered in compliance with this section.

(3) In the absence of actual malice, members of the national association of insurance commissioners, their
duly authorized committees, subcommittees, and task forces, their delegates, national association of insurance
commissioners employees, and all others charged with the responsibility of collecting, reviewing, analyzing,
and disseminating the information developed from the filing of an annual statement shall be acting as the
commissioner's agents under the authority of this act and shall not be subject to civil liability for libel, slander,
or any other cause of action because of their collection, review, and analysis or dissemination of the data and
information collected from the filings.

(4) All financial analysis ratios and examination synopses concerning insurers that are submitted to the
commissioner by the national association of insurance commissioners insurance regulatory information
system are confidential and may not be disclosed by the commissioner or those acting under the
commissioner's authority.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
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Popular name: Act 218

500.439 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Compiler'snote: The repealed section pertained to reciprocal insurers, annua report, and fee.
Popular name: Act 218

500.440 Repealed. 1987, Act 261, Imd. Eff. Dec. 28, 1987.

Compiler'snote: The repealed section pertained to specific premium tax on business written by foreign insurer.
Popular name: Act 218

500.440a Credit against tax imposed by MCL 500.476a; claim; refund; retroactive application.

Sec. 440a. (1) Beginning August 3, 1987, an insurer that is subject to the worker's disability compensation
act of 1969, 1969 PA 317, MCL 418.101 to 418.941, may credit against the tax imposed by section 476a an
amount equal to the amount paid during that tax year by the insurer under section 352 of the worker's
disability compensation act of 1969, 1969 PA 317, MCL 418.352, as certified by the director of the bureau of
worker's disability compensation under section 391 of the worker's disability compensation act of 1969, 1969
PA 317, MCL 418.391.

(2) The credit under this section shall be claimed in the manner prescribed by the revenue commissioner.

(3) A taxpayer claiming a credit under this section shall claim a portion of the credit allowed by this
section equal to the payments made during a calendar quarter pursuant to section 352 of the worker's
disability compensation act of 1969, 1969 PA 317, MCL 418.352, against the quarterly payments required
under section 443. The state treasurer shall refund a credit in excess of a quarterly payment to the taxpayer on
aquarterly basis within 60 days after receipt of a properly completed quarterly filing as required by thisact. A
subsequent increase or decrease in the amount claimed for payments made by the insurer or self-insurer shall
be reflected in the amount of the credit taken for the calendar quarter in which the amount of the adjustment is
finalized.

(4) Except as otherwise provided in this subsection, the state treasurer shall refund, without interest, a
credit under this section that isin excess of the insurer's tax liability for the calendar year to the insurer within
60 days after receipt of aproperly completed annual tax return as required by this act. The state treasurer shall
only make arefund to an insurer whose tax liability or fee amount under this act is greater than its tax liability
under the former single business tax act, 1975 PA 228, or the Michigan business tax act, 2007 PA 36, MCL
208.1101 to 208.1601.

(5) This section shall be applied retroactively to August 3, 1987.

History: Add. 1990, Act 256, Imd. Eff. Oct. 15, 1990;00 Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007.

Compiler'snote: Former MCL 500.440a, which pertained to credit against premium tax by foreign insurer, was repealed by Act 261
of 1987, Imd. Eff. Dec. 28, 1987.

Popular name: Act 218

500.441, 500.442 Repealed. 1987, Act 261, Imd. Eff. Dec. 28, 1987.
Compiler'snote: The repealed sections pertained to tax on premiums, deductions, and deposit premiums.
Popular name: Act 218

500.443 Foreign insurer; payment of quarterly installments of estimated tax; filing statement
with revenue commissioner.

Sec. 443. (1) Before April 30, July 31, October 31, and January 31 of each year, each foreign insurer
admitted to do insurance business in this state and subject to the tax prescribed in section 476a shall pay to the
state treasurer, accompanied by forms prescribed by the revenue commissioner, quarterly installments of the
insurer's total estimated tax for the current year. Failure of an insurer to make quarterly payments of at least
1/4 of either of the following shall subject the insurer to the penalty and interest prescribed in 1941 PA 122,
MCL 205.1 to 205.31:

(& If the preceding year's liability was $20,000.00 or less, the total tax liability of the insurer for the
previous calendar year. For purposes of this subdivision, an insurer's tax liability for the previous calendar
year shall be considered to be the amount of tax imposed that year under section 476a or under the former
single business tax act, 1975 PA 228, or the Michigan business tax act, 2007 PA 36, MCL 208.1101 to
208.1601, whichever is greater.

(b) Eighty-five percent of the actual tax liahility of the insurer for the current calendar year.

(2) Annually before March 1, each insurer described in subsection (1) shall make and file with the revenue
commissioner its statement showing al of the data necessary for computation of its taxes under this chapter,
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upon forms and including information that the revenue commissioner prescribes, and shall pay any additional
amount due for the preceding calendar year. The failure to file the statement with the revenue commissioner
does not excuse or relieve an insurer from the payment of the tax that isjustly due.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1959, Act 37, Eff. Mar. 19, 1960;00 Am. 1971, Act 54, Imd. Eff. June 30, 1971;0
Am. 1981, Act 110, Imd. Eff. July 17, 1981;0] Am. 1987, Act 261, Imd. Eff. Dec. 28, 1987;00 Am. 1990, Act 256, Imd. Eff. Oct. 15,
1990;0 Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007.

Popular name: Act 218

500.444 Collection of delinquent taxes with interest or penalty.

Sec. 444. The taxes prescribed in this code may be collected, in case of delinquency, together with any
interest or penalty on those taxes, by the revenue commissioner, out of money or by the sale of securities,
deposited with the state treasurer by the delinquent insurer or if securities or money are not deposited, by an
action in a court of competent jurisdiction as for the collection of a debt to the state. In such an action the
computation of the revenue commissioner duly sworn to is prima facie evidence of the amount of the
computation.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1959, Act 37, Eff. Mar. 19, 1960;0 Am. 1967, Act 111, Eff. Nov. 2, 1967;0 Am.
1971, Act 54, Imd. Eff. June 30, 1971;00 Am. 1990, Act 256, Imd. Eff. Oct. 15, 1990.

Popular name: Act 218

500.445 Delinquency as bar to granting certificate of authority.

Sec. 445. A certificate of authority shall not be granted to an insurer or to its agents if the insurer is
delinquent in the payment of the taxes or penalties prescribed in this chapter.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1967, Act 111, Eff. Nov. 2, 1967;0 Am. 1971, Act 54, Imd. Eff. June 30, 1971;0
Am. 1981, Act 110, Imd. Eff. July 17, 1981;00 Am. 1990, Act 256, Imd. EFff. Oct. 15, 1990.

Popular name: Act 218

500.446 Repealed. 1987, Act 261, Imd. Eff. Dec. 28, 1987.

Compiler'snote: The repealed section pertained to premium tax on foreign reciprocal insurer.
Popular name: Act 218

500.448, 500.449 Repealed. 1975, Act 232, Eff. July 2, 1976.
Compiler'snote: The repealed sections pertained to privilege fees of domestic insurers.
Popular name: Act 218

500.450 Repealed. 1987, Act 261, Imd. Eff. Dec. 28, 1987.
Compiler'snote: The repealed section pertained to penalty for delinquency in payment of privilege fee.
Popular name: Act 218

500.451 Taxes on unauthorized insurers; regulatory fee; payment; delinquency.

Sec. 451. Any unauthorized insurer transacting insurance in this state shall be subject to a tax of 2% of
premiums written in this state and to an additional regulatory fee of 0.5% on premiums written in this state.
The tax required by this section shall be considered delinquent if not paid within 30 days after a copy of the
computation of the tax by the commissioner is delivered to the insurer in the manner prescribed by law for the
service of process.

History: Add. 1967, Act 111, Eff. Nov. 2, 1967;0 Am. 1987, Act 261, Imd. Eff. Dec. 28, 1987;0 Am. 1994, Act 228, Imd. Eff. June
30, 1994.

Popular name: Act 218

500.454 Name of insurer.

Sec. 454. (1) Except as otherwise provided in this section, the department shall not authorize an insurer to
do business in this state if its name is the same as or closely resembles the name of another insurer organized
under or authorized to do business under the laws of this state. However, the department may authorize an
insurer to do business in this state if it adds to its corporate name aword, abbreviation, or other distinctive and
distinguishing element.

(2) The department shall issue a certificate of authority to an insurer in the name applied for, and the
insurer shall use that name in al its dealings with the department and in the conduct of its affairs in this state.
An insurer shall identify the incorporated name of the insurer in any document used or advertising offered in
this state.
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(3) The director may disapprove the use of a name of an insurer or health maintenance organization if the
director determines that the name is deceptive or misleading.

History: 1956, Act 218, Eff. Jan. 1, 1957;(1 Am. 1987, Act 168, Imd. Eff. Nov. 9, 1987;00 Am. 2016, Act 276, Imd. Eff. July 1, 2016.
Popular name: Act 218

500.456 Legal process served on resident agent effective as personal service on company,
association, or group; stipulation; filing copy of appointment; fee; duration of
appointment; service of process.

Sec. 456. (1) Every insurance company, association, risk retention group, or purchasing group not
organized under the statutes of this state shall file with the commissioner, as a condition precedent to doing
business in this state, the name and address of a resident agent upon which any local process affecting the
company, association, or group may be served. Service upon the resident agent designated under this section
is service on the company, association, or group. This designation shall remain in force aslong as any liability
remains within this state.

(2) As a condition of doing business in this state, an unauthorized insurer who does not have a resident
agent shall file with the commissioner an irrevocable written stipulation agreeing that any legal process
affecting the company, association, or group that is served upon the commissioner or his or her designee has
the same effect as if personally served upon the company, association, or group. A copy of the appointment
shall be filed with the commissioner. Service upon the commissioner is service upon the company,
association, or group and the fee for service is $10.00 payable at time of service. This appointment remainsin
force aslong as any liability remains within this state.

(3) Every insurance company not organized under the statutes of this state that provides a surety bond
required or permitted under the laws of the United States shall irrevocably appoint the commissioner or his or
her designee as the company's agent to receive service of process in any action in United States district court
on the surety bond. Service upon the commissioner is service upon the company, and the commissioner may
establish a reasonable fee, payable at the time of service, for the acceptance of service. Upon receipt of
service of process, the commissioner or his or her designee shall forward the service of process to the resident
agent designated under subsection (1). Service of process on the commissioner under this subsection only
applies for a bond provided within this state and is in addition to and not in place of any other method of
service authorized by law or court rule.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1981, Act 1, Imd. Eff. Mar. 30, 1981;00 Am. 1989, Act 214, Eff. Jan. 1, 1990;0 Am.
2002, Act 26, Imd. Eff. Mar. 6, 2002;,0] Am. 2002, Act 664, Eff. Mar. 31, 2003.

Popular name: Act 218

500.457 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Compiler'snote: The repealed section pertained to service of process on insurance commissioner.
Popular name: Act 218

500.460 Insurance producer to write or place insurance policies.

Sec. 460. Except as otherwise provided in section 1202, an insurer authorized to transact business in this
state shall not write, place, or cause to be written or placed an insurance policy or insurance contract in this
state, except through an insurance producer.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1963, Act 37, Eff. Sept. 6, 1963;00 Am. 1972, Act 133, Eff. Mar. 30, 1973;0 Am.
2016, Act 276, Imd. Eff. July 1, 2016.

Popular name: Act 218

500.462 Signature of insurance producer on application for life or disability insurance.

Sec. 462. Except as otherwise provided in this section, an application for life or disability insurance must
bear the signature of an insurance producer. This section does not apply to an application for insurance
through the insurer's internet website if the website contains a statement that the applicant may use an
insurance producer to assist with the application at no cost to the applicant.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1972, Act 133, Eff. Mar. 30, 1973;01 Am. 2016, Act 276, Imd. Eff. July 1, 2016.

Popular name: Act 218

500.464 Additional deposits by domestic insurers.

Sec. 464. (1) Whenever a domestic insurer desiring to do business in any other state or in any foreign
country is required to make or maintain a deposit of cash or securities or both in some state other than or in
addition to the deposit required to be made with the state treasurer under this act, the other or additional
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deposit may be made and maintained with the treasurer of this state.

(2) Deposits by insurers with the state treasurer pursuant to this act or in compliance with the law of
another state or a foreign country, shall be held for the purposes specified in the applicable law. Specid
deposits by insurers with the state treasurer shall be held for the purposes specified by the insurer in making
the deposit.

(3) Securities deposited with the state treasurer shall be indorsed to bearer or to the state treasurer in the
name of his office. The state treasurer shall not enforce, sell or assign securities except when necessary to
fulfill the purposes of the deposit and except to return the securities to the depositing insurer when return is
permitted.

(4) The insurer may collect and receive dividends and interest on the securities deposited with the state
treasurer and may exchange securities for other acceptable securities.

(5) If the market value of securities held by the state treasurer becomes less than the required amount of the
deposit, the commissioner may suspend or revoke the authority of the insurer to transact insurance in this state
until the deficiency has been covered by the deposit of additional acceptable securities.

(6) Deposits required by this act may be released to the depositing insurer to the extent the insurer
demonstrates to the satisfaction of the commissioner that the deposited securities are no longer necessary to
cover the obligations of the insurer, if the insurer no longer is transacting business within the state. Other
deposits or portions of other deposits may be released to the depositing insurer at any time to the extent that
the insurer has demonstrated to the satisfaction of the commissioner that the deposited securities no longer are
necessary to satisfy the purposes of the deposit.

History: Add. 1972, Act 360, Imd. Eff. Jan. 9, 1973.

Popular name: Act 218

500.470 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Compiler'snote: The repealed section pertained to deficiency in life insurer assets.
Popular name: Act 218

500.476 Repealed. 1987, Act 261, Imd. Eff. Dec. 28, 1987.
Compiler'snote: The repealed section pertained to deposit of securities for protection of policyholders.
Popular name: Act 218

500.476a Alien or foreign insurers; deposit of securities or making certain payments;
computation; revocation of certificate of authority; purpose of section; domestic insurer
owned or controlled by alien or foreign insurer; domestic insurer as alien or foreign
insurer; compliance; taxes subject to MCL 208.22d or MCL 208.1243; administration of tax;
disclosure of tax return.

Sec. 476a. (1) Beginning August 3, 1987, whenever, by a law in force outside of this state or country, a
domestic insurer or agent of a domestic insurer is required to make a deposit of securities for the protection of
policyholders or otherwise, or to make payment for taxes, fines, penalties, certificates of authority, valuation
of policies, or otherwise, or a special burden or other burden is imposed, greater in the aggregate than is
required by the laws of this state for a similar alien or foreign insurer or agent of an alien or foreign insurer,
the alien or foreign insurer of that state or country is required, as a condition precedent to its transacting
business in this state, to make a like deposit for like purposes with the state treasurer of this state, and to pay
to the revenue commissioner for taxes, fines, penalties, certificates of authority, valuation of policies, and
otherwise an amount equal in the aggregate to the charges and payments imposed by the laws of the other
state or country upon a similar domestic insurer and the agents of a domestic insurer, regardless of whether a
domestic insurer or agent of a domestic insurer is actually transacting business in that state or country. For fire
department or salvage corps taxes or other local taxes the amount shall be computed by the revenue
commissioner by dividing the total of the payments made by domestic insurers in that state or country by the
gross premium received by domestic insurersin that state or country less return premiums. The commissioner
shall revoke the certificate of authority of an alien or foreign insurer refusing for 30 days to make payment of
fees or taxes as required by this chapter. Except as provided in subsections (3) and (4), for purposes of this
section, an insurer organized under the laws of a state or country other than these United States shall be
considered an insurer of the state in which its general deposit for the benefit of its policyholdersis made.

(2) The purpose of this section is to promote the interstate business of domestic insurers by deterring other
states from enacting discriminatory or excessive taxes.

(3) Subsection (4) does not apply to a domestic insurer that is owned or controlled, directly or indirectly,
by an alien or foreign insurer who prior to 1998 and with the commissioner's approval did not keep books,
Rendered Tuesday, April 9, 2024 Page 44 Michigan Compiled Laws Complete Through PA 28 of 2024

O Courtesy of www.legislature.mi.gov



records, and files or true copies thereof in this state.

(4) For purposes of this section, the state treasurer, after consultation with the commissioner, shall
determine that a domestic insurer is an alien or foreign insurer domiciled in a state or country determined by
the state treasurer if the insurer does not comply with al of the following:

(a) Maintain its principa place of businessin this state.

(b) Maintain in this state officers and personnel responsible for and knowledgeable of the company's
operation, books, records, administration, and annual statement.

(c) Conduct in this state a substantial portion of its underwriting, sales, claims, legal, and, if applicable,
medical operations relating to Michigan policyholders and certificate holders.

(d) Comply with section 5256(1)(a) and (2) through (6). The commissioner shall inform the state treasurer
when adomestic insurer is not in compliance with section 5256(1)(a) or (2) through (6).

(5) Taxes collected pursuant to this section are subject to section 22d of the former single business tax act,
1975 PA 228, or section 243 of the Michigan business tax act, 2007 PA 36, MCL 208.1243.

(6) The state treasurer shall administer the tax prescribed by this section in the manner provided in 1941
PA 122, MCL 205.1 to 205.31.

(7) The requirements of section 28 of 1941 PA 122, MCL 205.28, that prohibit an employee or an
authorized representative or former employee or authorized representative or anyone connected with the
department of treasury from divulging any facts or information obtained in connection with the administration
of taxes, do not apply to disclosure of the tax return prescribed in this act.

History: Add. 1987, Act 261, Imd. Eff. Dec. 28, 1987;00 Am. 1990, Act 256, Imd. Eff. Oct. 15, 1990;0 Am. 1998, Act 121, Imd. Eff.
June 10, 1998;1] Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007.

Constitutionality: Neither Michigan's retaliatory tax nor the 1988 amendment to that tax violates the state or federal constitutions.
The retaliatory tax, and the amendments of it, are rationaly related to the legitimate governmental purpose of promoting Michigan

insurers in other states. Because the tax and its amendments do not violate equal protection, they also do not violate the Michigan
Congtitution's Uniformity of Taxation Clause (Const. 1963, art 9, § 3). TIG Ins Co Inc v Treasury, 464 Mich 548; 629 NW2d 402 (2000).

Popular name: Act 218

500.476b Taxes to which authorized insurer subject.

Sec. 476b. Authorized insurers are subject to the tax as provided in section 476aif applicable or the former
single business tax act, 1975 PA 228, or the Michigan business tax act, 2007 PA 36, MCL 208.1101 to
208.1601, whichever is greater.

History: Add. 1987, Act 261, Imd. Eff. Dec. 28, 1987;00 Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007.
Popular name: Act 218

500.476¢c Repealed. 1993, Act 200, Eff. Dec. 28, 1994.
Compiler'snote: The repealed section pertained to payment of fee and legal status of accident fund.
Popular name: Act 218

500.478 NAIC report of activities.

Sec. 478. (1) On or before October 1 of each year, the NAIC shall file a report of its activities with the
commissioner and the senate and house of representatives standing committees on insurance issues. The
report shall include all of the following:

(a) A summary of the activities of the NAIC during the preceding year.

(b) A fiscal report, in accordance with generally accepted accounting principles and on aform approved by
the commissioner, stating each category of personal, operating, and capital expenditures, and each category of
revenue from all sources for the NAIC's preceding fiscal year, and anticipated expenses and revenues for the
current and succeeding fiscal years. The fiscal report shall include for each fiscal year statements of
expenditures by major program; an audit opinion of the association's fiscal report; the salaries and other
compensation for the association's officers; the salaries and other compensation of the professional and
managerial employees receiving the highest 5 salaries; the salary range and other compensation of all other
professional and managerial employees; and other information as may be requested on or before August 1 of
each year by the commissioner or the senate and house of representatives standing committees on insurance
issues.

(c) A list of each proposed or required NAIC standard, identified by name and version, to be enacted,
adopted, or followed in order for a state to receive or continue its status as an NAIC accredited state,
including a detailed explanation of how each NAIC standard benefits the public interest and why alternative
means, less restrictive of state sovereignty and innovation, would not accomplish an equal or greater benefit
to the public interest.
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(d) A list of each NAIC standard adopted or proposed to be adopted during the preceding calendar year,
identified by name and version, that is not required or proposed to be required for a state to receive or
continue its status as an NAIC accredited state.

(e) A description of the policies and procedures in effect with the NAIC that are designed to ensure that a
state's accreditation status is determined solely based on the merits of a state's regulatory effectiveness, a
statement on whether the NAIC has complied with those policies and procedures, and a detailed explanation
of any noncompliance with those policies and procedures.

(f) A description of the policies and procedures designed to ensure that the NAIC conducts its deliberations
and makes its decisions in meetings that are open to the public and in a manner that provides fair notice and a
fair opportunity for all affected persons to be heard; a statement on whether the NAIC has complied with
those policies and procedures; and a detailed explanation of any noncompliance with those policies and
procedures.

(2) On or before March 15 of each year, the senate and house of representatives standing committees on
insurance issues shall review the NAIC report filed under subsection (1). The committees may provide an
opportunity for consumers, the commissioner and other state regulators, insurers, and any other interested
person to be heard on matters relating to the NAIC and any other matter relative to the efficient and effective
regulation of insurers. The committees may explore the feasibility of conducting legislative oversight hearings
together with the legislative committees of other states that have jurisdiction over insurance matters. The
committees may transmit the record of their oversight review to the national conference of insurance
legidators, the NAIC, and the commissioner on or before July 1 of each year.

History: Add. 1998, Act 279, Imd. Eff. July 27, 1998.
Popular name: Act 218

500.479 Imposition of fee by NAIC.

Sec. 479. (1) An insurer domiciled in this state and authorized to transact insurance in this state is not
required and cannot be compelled to pay any fee imposed by the NAIC, unless the fee is authorized by an
order of the commissioner pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL 24.201
t0 24.328.

(2) In determining whether to authorize the payment of a fee imposed by the NAIC, the commissioner shall
consider the NAIC's annual report required under section 478, any legidative oversight reports, records, or
findings transmitted by the senate and house of representatives standing committees on insurance issues under
section 478, and the following factors:

(8) How the NAIC dedicates the use of the fees, including the degree to which any solvency-related
revenue isimproperly used to subsidize NAIC functions other than solvency oversight.

(b) The degree to which fees imposed by the NAIC are based on an insurer's annual amount of premium
volume, rather than the cost of a service rendered by the NAIC.

(c) Whether the NAIC has exceeded its legal authority, as determined by an examination of the fiscal
report required under section 478, aswell as any other factors considered appropriate by the commissioner.

(d) The level of accountability shown by the NAIC to legislative and regulatory authorities.

(e) The effect of NAIC standards on state sovereignty and innovation.

(f) Whether the NAIC determines the state's accreditation status solely on the basis of its regulatory
effectiveness.

(g) Whether NAIC proceedings and decision making are open and publicly accessible.

(3) An order issued under this section shall include a detailed explanation of the commissioner's findings
concerning the factors listed in subsection (2).

(4) The commissioner may by an appropriate order authorize or prohibit, in whole or in part, the payment
of afee imposed by the NAIC. The commissioner may rescind or modify, in whole or in part, an order issued
by the commissioner under this section as circumstances warrant.

History: Add. 1998, Act 279, Imd. Eff. July 27, 1998.

Popular name: Act 218

500.480 Definitions.

Sec. 480. As used in sections 478 and 479:

(a) "Fee" means financial data base fees, annua statement filing fees, securities valuation fees, user fees,
and any other financial assessment or charge of any kind imposed directly or indirectly by the NAIC.

(b) "NAIC" means the national association of insurance commissioners.

() "NAIC standard" means a directive; financial annual statement requirement; model act; model
regulation; issue paper; market conduct or financial examination report or requirement; accounting practice,
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procedure, or reporting standard; securities valuation requirement; or any report, action, or program of any
kind promulgated by the NAIC, or a committee, task force, working group, or advisory committee of the
NAIC.

(d) "Solvency oversight" means an activity directly related to regulating the financial condition of an
insurer. Solvency oversight does not include an activity related to market conduct regulation, market
regulatory support, or general regulatory support.

(e) "Solvency-related revenue" means only financial data base fees, annual statement fees, and securities
valuation fees.

History: Add. 1998, Act 279, Imd. Eff. July 27, 1998.

Popular name: Act 218

CHAPTER 5
PRIVACY OF FINANCIAL INFORMATION

500.501 Scope of chapter.

Sec. 501. (1) This chapter applies to the treatment of nonpublic personal financial information about
individuals who obtain or are claimants or beneficiaries of products or services primarily for personal, family,
or household purposes from licensees whether through an individual or group plan. This chapter does not
apply to information about companies or about individuals who obtain products or services for business,
commercial, or agricultural purposes.

(2) This chapter does not modify, limit, or supersede any provision of section 1243.

(3) This chapter does not modify, limit, or supersede statute or rules governing the confidentiality or
privacy of individually identifiable health and medical information, including, but not limited to, all of the
following:

() Section 2157 of the revised judicature act of 1961, 1961 PA 236, MCL 600.2157.

(b) Section 1750 of the mental health code, 1974 PA 258, MCL 330.1750.

(c) The public health code, 1978 PA 368, MCL 333.1101 to 333.25211.

(d) Section 406 of the nonprofit health care corporation reform act, 1980 PA 350, MCL 550.1406.

(e) Sections 410 and 492A of the Michigan penal code, 1931 PA 328, MCL 750.410 and 750.492a.

(f) Section 13 of the freedom of information act, 1976 PA 442, MCL 15.243.

(g) Section 34 of the third party administrator act, 1984 PA 218, MCL 550.934.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.503 Definitions.

Sec. 503. As used in this chapter:

(a) "Affiliate" means any company that controls, is controlled by, or is under common control with another
company.

(b) "Annual notice" means the privacy notice required in section 513.

(c) "Clear and conspicuous' means that a notice is reasonably understandable and designed to call attention
to the nature and significance of the information in the notice.

(d) "Collect" means to obtain information that the licensee organizes or can retrieve by the name of an
individual or by identifying number, symbol, or other identifying particular assigned to the individual,
irrespective of the source of the underlying information.

(e) "Company" means any corporation, limited liability company, business trust, general or limited
partnership, association, sole proprietorship, or similar organization.

(f) "Consumer" means an individual, or the individual's legal representative, who seeks to obtain, obtains,
or has obtained an insurance product or service from a licensee that is to be used primarily for personal,
family, or household purposes. As used in this chapter:

(i) "Consumer" includes, but is not limited to, all of the following:

(A) Anindividual who provides nonpublic personal information to a licensee in connection with obtaining
or seeking to obtain financial, investment, or economic advisory services relating to an insurance product or
service. Anindividual is a consumer under this subparagraph regardliess of whether the licensee establishes an
ongoing advisory relationship.

(B) An applicant for insurance prior to the inception of insurance coverage.

(C) An individual that a licensee discloses nonpublic, persona financial information about to a
nonaffiliated third party other than as permitted under sections 535, 537, and 539, if the individual is any of
the following:
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(1) A beneficiary of alifeinsurance policy underwritten by the licensee.

(I1) A claimant under an insurance policy issued by the licensee.

(111 An insured under an insurance policy or an annuitant under an annuity issued by the licensee.

(IV) A mortgagor of a mortgage covered under a mortgage insurance policy.

(if) So long as the licensee provides the initial, annual, and revised notices under this chapter to the plan
sponsor, group or blanket insurance policyholders, and group annuity contract holder and does not disclose to
a nonaffiliated third party nonpublic personal financial information other than as permitted under sections
535, 537, and 539, "consumer” does not include an individual solely because he or she meets 1 of the
following:

(A) Isaparticipant or abeneficiary of an employee benefit plan that the licensee administers or sponsors or
for which the licensee acts as atrustee, insurer, or fiduciary.

(B) Is covered under a group or blanket insurance policy or group annuity contract issued by the licensee.

(iii) "Consumer" does not include an individual solely because he or she meets 1 of the following:

(A) Isabeneficiary of atrust for which the licensee is atrustee.

(B) Has designated the licensee as trustee for atrust.

(g) "Consumer reporting agency" has the same meaning as in section 603(f) of the federal fair credit
reporting act, title VI of the consumer credit act, Public Law 90-321, 15 U.S.C. 1681a.

(h) "Customer" means a consumer who has a customer relationship with a licensee. However, customer
does not include an individual solely because he or she meets 1 of the following:

(i) Isaparticipant or a beneficiary of an employee benefit plan that the licensee administers or sponsors or
for which the licensee acts as atrustee, insurer, or fiduciary.

(it) Is covered under a group or blanket insurance policy or group annuity contract issued by the licensee.

(iii) Isabeneficiary or claimant under a policy of insurance.

(i) "Customer relationship” means a continuing relationship between a consumer and a licensee under
which the licensee provides 1 or more insurance products or services to the consumer that are to be used
primarily for personal, family, or household purposes.

() "Initial notice" means the privacy notice required in section 507.

(k) "Insurance product or service" means any product or service that is offered by alicensee pursuant to the
insurance laws of this state or pursuant to a federal insurance program. Insurance service includes a licensee's
evaluation, brokerage, or distribution of information that the licensee collects in connection with a request or
an application from a consumer for an insurance product or service.

() "Licensee" means a licensed insurer or producer, and other persons licensed or required to be licensed,
authorized or required to be authorized, registered or required to be registered, or holding or required to hold a
certificate of authority under this act. Licensee includes, except as otherwise provided, a nonprofit health care
corporation operating pursuant to the nonprofit health care corporation reform act, 1980 PA 350, MCL
550.1101 to 550.1704, and a nonprofit dental care corporation operating pursuant to 1963 PA 125, MCL
550.351 to 550.373. Licensee includes an unauthorized insurer who places business through alicensed surplus
line agent or broker in this state, but only for the surplus line placements placed under chapter 19. Licensee
does not include any of the following:

(i) A nonprofit health care corporation for member personal data and information otherwise protected
under section 406 of the nonprofit health care corporation reform act, 1980 PA 350, MCL 550.1406.

(if) The Michigan life and health guaranty association and the property and casualty guaranty association.

(iii) The Michigan automobile insurance placement facility, the Michigan worker's compensation
placement facility, and the assigned claims facility created under section 3171. However, servicing carriers
for these facilities are licensees.

(m) "Nonaffiliated third party” means any person except a licensee's affiliate or a person employed jointly
by a licensee and any company that is not the licensee's affiliate. Nonaffiliated third party includes the other
company that jointly employs a person with a licensee. Nonaffiliated third party also includes any company
that is an affiliate solely by virtue of the direct or indirect ownership or control of the company by the licensee
or its affiliate in conducting merchant banking or investment banking activities of the type described in
section 4(k)(4)(H) of the bank holding company act of 1956, chapter 240, 70 Stat. 135, 12 U.S.C. 1843, or
insurance company investment activities of the type described in section 4(k)(4)(1) of the bank holding
company act of 1956, chapter 240, 70 Stat. 135, 12 U.S.C. 1843.

(n) "Nonpublic personal financial information™ means personally identifiable financial information and any
list, description, or other grouping of consumers and publicly available information pertaining to them that is
derived using any personaly identifiable financial information that is not publicly available. Nonpublic
personal financial information does not include any of the following:

(i) Health and medical information otherwise protected by state or federal law.
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(ii) Publicly available information.

(iif) Any list, description, or other grouping of consumers and publicly available information pertaining to
them that is derived without using any personally identifiable financial information that is not publicly
available.

(o) "Opt out" means a direction by the consumer that the licensee not disclose nonpublic personal financial
information about that consumer to a nonaffiliated third party, other than as permitted by sections 535, 537,
and 539.

(p) "Personally identifiable financial information” means any of the following:

(i) Information a consumer provides to a licensee to obtain an insurance product or service from the
licensee.

(if) Information about a consumer resulting from any transaction involving an insurance product or service
between alicensee and a consumer.

(iii) Information the licensee otherwise obtains about a consumer in connection with providing an
insurance product or serviceto that consumer.

(9) "Producer" means a person required to be licensed under this act to sell, solicit, or negotiate insurance.

(r) "Publicly available information” means any information that a licensee has a reasonable basis to believe
is lawfully made available to the genera public from federal, state, or loca government records by wide
distribution by the media or by disclosures to the general public that are required to be made by federal, state,
or local law. A licensee has a reasonable basis to believe that information is lawfully made available to the
genera public if both of the following apply:

(i) The licensee has taken steps to determine that the information is of the type that is available to the
genera public.

(i) If an individual can direct that the information not be made available to the genera public, that the
licensee's consumer has not directed that the information not be made available to the general public.

(s) "Revised notice" means the privacy notice required in section 525.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.505 Notice and opt out requirements.

Sec. 505. (1) A licensee is not required to provide the notice and opt out regquirements for nonpublic
personal financial information under this chapter if the licensee is an employee, agent, or other representative
of aprincipal and all of the following are met:

(a) The principal is another licensee.

(b) The principal otherwise complies with and provides the notices required by this chapter.

(c) The licensee does not disclose any nonpublic personal information to any person other than the
principal or its affiliates as provided in this chapter.

(2) A surplus lines broker or surplus linesinsurer is considered to be in compliance with the notice and opt
out requirements for nonpublic personal financial information under this chapter if all of the following are
met:

(a) The broker or insurer does not disclose nonpublic personal information of a consumer or a customer to
nonaffiliated third parties for any purpose, including joint servicing or marketing under section 535, except as
permitted by section 537 or 539.

(b) The broker or insurer delivers a notice to the consumer at the time a customer relationship is
established on which the following is printed in 16-point type:

PRIVACY NOTICE

"Neither the U.S. brokers that handled this insurance nor the insurers that have underwritten this insurance
will disclose nonpublic persona information concerning the buyer to nonaffiliates of the brokers or insurers
except as permitted by law.".

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.507 Privacy policies and practices; notice.

Sec. 507. (1) Beginning July 1, 2001, a licensee shall provide a clear and conspicuous notice that
accurately reflectsits privacy policies and practicesto all of the following:

(&) An individual who on or after July 1, 2001 becomes the licensee's customer, not later than when the
licensee establishes a customer relationship, except as provided in section 511.

(b) An individual who was the licensee's customer before July 1, 2001, either at the next regularly
scheduled contact with that customer but not later than July 1, 2002, so long as the licensee does not disclose
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any nonpublic personal financial information about the customer to any nonaffiliated third party other than as
authorized by sections 537 and 539 or annually in accordance with section 513 if the licensee provided a
notice before July 1, 2001 and that notice was consistent with the requirements of this chapter.

(c) A consumer, before the licensee discloses any nonpublic personal financial information about the
consumer to any nonaffiliated third party, if the licensee makes such a disclosure other than as authorized by
sections 537 and 539.

(2) A licenseeis not required to provide an initial notice to a consumer under subsection (1) if the licensee
meets any of the following:

(a) The licensee does not disclose any nonpublic personal financia information about that consumer to any
nonaffiliated third party, other than as authorized by sections 537 and 539, and the licensee does not have a
customer relationship with the consumer.

(b) A notice has been provided to that consumer by an affiliated licensee, as long as the notice clearly
identifies all licensees to whom the notice applies and is accurate with respect to the licensee and the other
institutions.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.
Popular name: Act 218

500.509 Customer relationship; time of establishment; continuing relationship; revised
privacy notice for new insurance product or service.

Sec. 509. (1) A licensee establishes a customer relationship at the time the licensee and the consumer enter
into a continuing relationship. A continuing relationship includes, but is not limited to, all of the following:

(a) For aninsurer, when the consumer receives the delivery of an insurance policy or contract.

(b) For aproducer, when the consumer obtains insurance through that licensee.

(c) When the consumer agrees to obtain financial, economic, or investment advisory services relating to
insurance products or services for afee from the licensee.

(2) Anindividual does not have a continuing relationship with alicensee as follows:

(& If the individual's policy is lapsed, expired, or otherwise inactive or dormant under the licensee's
business practices and the licensee has not communicated with the individual about the policy for a period of
12 consecutive months, other than to provide annual privacy notices, material required by law or regulation,
communication at the direction of a state or federal authority, or promotional materials.

(b) If the individual is an insured or an annuitant under an insurance policy or annuity, but is not the
policyholder or owner of the insurance policy or annuity.

(c) If theindividua's last known address according to the licensee's records isinvalid. An address of record
is considered invalid if mail sent to that address by the licensee has been returned by the postal authorities as
undeliverable and if subsequent attempts by the licensee to obtain a current, valid address for the individual
have been unsuccessful.

(3) Except as otherwise provided in this subsection, when an existing customer obtains a new insurance
product or service from alicensee that isto be used primarily for personal, family, or household purposes, the
licensee shall provide arevised privacy notice that meets the requirements of section 525 and that covers the
customer's new insurance product or service. If the initial, revised, or annual notice that the licensee most
recently provided to that customer under this chapter is accurate with respect to the new insurance product or
service, the licensee does not need to provide a new privacy notice under this subsection.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.511 Initial notice; conditions; delivery.

Sec. 511. (1) A licensee may provide the initial notice within a reasonable time after the licensee
establishes a customer relationship if establishing the customer relationship is not at the customer's election or
providing notice not later than when the licensee establishes a customer relationship would substantially delay
the customer's transaction and the customer agrees to receive the notice at alater time.

(2) When a licensee is required to deliver an initia notice under this section, the licensee shall deliver it
according to section 527. If the licensee uses a short-form initial notice for noncustomers according to section
517, the licensee may deliver its privacy notice according to section 517(3).

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.513 Annual notice required; “annually” defined; exception.
Sec. 513. (1) Except as otherwise provided in subsection (2), a licensee shall provide a clear and
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conspicuous notice to customers that accurately reflects its privacy policies and practices not less than
annually during the continuation of the customer relationship. As used in this subsection, "annually" means at
least once in any period of 12 consecutive months during which that customer relationship exists. A licensee
may define the 12-consecutive-month period, but the licensee shall apply it to the customer on a consistent
basis.

(2) A licensee is not required to provide an annual notice under subsection (1) if all of the following apply:

(a) The licensee only provides nonpublic personal information to a nonaffiliated third party under section
535, 537, or 539.

(b) The licensee's privacy policies and practices about disclosing nonpublic personal information have not
changed from the previous notice the licensee provided to the customer under subsection (1) or section 511.

(3) A licensee is not required to provide an annual notice under subsection (1) to aformer customer.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001;00 Am. 2020, Act 90, Eff. Sept. 14, 2020.
Popular name: Act 218

500.515 Initial, annual, and revised notices; information required; disclosure of nonpublic
personal financial information.

Sec. 515. (1) The initia, annual, and revised notices shall include each of the following items of
information, in addition to any other information the licensee wishes to provide, that apply to the licensee and
to the consumers to whom the licensee sends its privacy notice:

(a) The categories of nonpublic personal financial information that the licensee collects.

(b) The categories of nonpublic personal financial information that the licensee discloses.

(c) The categories of affiliates and nonaffiliated third parties to whom the licensee discloses nonpublic
personal financial information, other than those parties to whom the licensee discloses information under
sections 537 and 539.

(d) The categories of nonpublic personal financial information about the licensee's former customers that
the licensee discloses and the categories of affiliates and nonaffiliated third parties to whom the licensee
discloses nonpublic personal financial information about the licensee's former customers, other than those
parties to whom the licensee discloses information under sections 537 and 539.

(e) If a licensee discloses nonpublic personal financial information to a nonaffiliated third party under
section 535 and no other exception in section 537 or 539 applies to that disclosure, a separate description of
the categories of information the licensee discloses and the categories of third parties with whom the licensee
has contracted.

(f) An explanation of the consumer's right under section 529 to opt out of the disclosure of nonpublic
personal financial information to nonaffiliated third parties, including the method by which the consumer may
exercise that right at that time.

(g) Any disclosures that the licensee makes under section 603(d)(2)(A)(iii) of the fair credit reporting act,
title VI of the consumer credit protection act, Public Law 90-321, 15 U.S.C. 1681a

(h) The licensee's policies and practices with respect to protecting the confidentiality and security of
nonpublic personal financia information.

(i) Any disclosure that the licensee makes under subsection (2).

(2) If alicensee discloses nonpublic personal financial information as authorized under sections 537 and
5309, the licensee is not required to list those exceptions in the initial or annual notices. When describing the
categories of parties to whom disclosure is made, the licensee is required to state only that it makes
disclosures to other affiliated or nonaffiliated third parties, as applicable, as permitted by law.

(3) Instead of providing the information required under subsection (1) and if a licensee does not disclose
and does not want to reserve the right to disclose nonpublic personal financial information about customers or
former customers to affiliates or nonaffiliated third parties except as authorized under sections 537 and 539,
the licensee may state that fact as part of a simplified notice so long as the licensee provides the information
required under subsections (1)(@), (h), and (i) and (2).

(4) The licensee's initial notice may include categories of nonpublic personal financial information that the
licensee reserves the right to disclose in the future but does not currently disclose, and categories of affiliates
or nonaffiliated third parties to whom the licensee reserves the right in the future to disclose but to whom the
licensee does not currently disclose, nonpublic personal financial information.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.517 Initial notice requirements for consumer not a customer; short-form initial notice;

delivery.
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Sec. 517. (1) A licensee may satisfy the initial notice requirements in sections 507 and 519(3) for a
consumer who is not a customer by providing a short-form initial notice at the same time as the licensee
delivers an opt out notice as required in section 519.

(2) A short-form initial notice under subsection (1) shall be clear and conspicuous, state that the licensee's
privacy notice is available upon request, and explain a reasonable means by which the consumer may obtain
that notice.

(3) The licensee shall deliver its short-form initial notice according to section 527. The licensee is not
required to deliver its privacy notice with its short-form initial notice and may provide the consumer a
reasonable means to obtain its privacy notice. If a consumer who receives the licensee's short-form notice
reguests the licensee's privacy notice, the licensee shall deliver its privacy notice according to section 527.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.519 Opt out notice; requirements.

Sec. 519. (1) If alicensee isrequired to provide an opt out notice under section 529, it shall provide a clear
and conspicuous naotice to each of its consumers that accurately explains the right to opt out under that
section. The notice shall state al of the following:

(a) That the licensee discloses or reserves the right to disclose nonpublic personal financial information
about its consumer to a nonaffiliated third party.

(b) That the consumer has the right to opt out of that disclosure.

(c) A reasonable means by which the consumer may exercise the opt out right.

(2) A licensee may provide the required opt out notice together with or on the same written or electronic
form astheinitial notice.

(3) If alicensee provides the opt out notice later than required for the initial notice, the licensee shall also
include a copy of theinitial notice with the opt out notice in writing or, if the consumer agrees, electronically.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.
Popular name: Act 218

500.521 Opt out notice to joint consumers.

Sec. 521. (1) If 2 or more consumers jointly obtain an insurance product or service from a licensee, the
licensee may provide a single opt out notice. The licensee's opt out notice shall explain how the licensee will
treat an opt out direction by a joint consumer and may either treat an opt out direction by ajoint consumer as
applying to all of the associated joint consumers or permit each joint consumer to opt out separately.

(2) If alicensee permits under subsection (1) each joint consumer to opt out separately, the licensee shall
permit 1 of the joint consumers to opt out on behalf of al of the joint consumers. A licensee may not require
all joint consumersto opt out before it implements any opt out direction.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.523 Consumer's opt out direction; compliance requirements.

Sec. 523. (1) A licensee shall comply with a consumer's opt out direction as soon as reasonably practicable
after the licensee receivesiit.

(2) A consumer may exercise the right to opt out at any time. A consumer's direction to opt out under this
subsection is effective until the consumer revokes it in writing or, if the consumer agrees, revokes it
electronically.

(3) If a customer relationship terminates, the customer's opt out direction shall continue to apply to the
nonpublic personal financial information that the licensee collected during or related to that relationship. If
the individual subsequently establishes a new customer relationship with the licensee, the opt out direction
that applied to the former relationship does not apply to the new relationship.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.525 Disclosure of nonpublic personal financial information to nonaffiliated third party.
Sec. 525. Except as otherwise authorized in this chapter, a licensee shall not, directly or through any
affiliate, disclose any nonpublic personal financial information about a consumer to a nonaffiliated third party
other than as described in theinitial notice unless all of the following have been met:
(8) The licensee has provided to the consumer a clear and conspicuous revised notice that accurately
describesits policies and practices.
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(b) The licensee has provided to the consumer a new opt out notice.
(c) The licensee has given the consumer a reasonable opportunity, before the licensee discloses the
information to the nonaffiliated third party, to opt out of the disclosure, and the consumer does not opt out.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.
Popular name: Act 218

500.527 Receipt of notice.

Sec. 527. (1) A licensee shall provide any notice required under this chapter so that each consumer can
reasonably be expected to receive actual notice in writing or, if the consumer agrees, electronicaly. A
licensee may reasonably expect that a consumer will receive actua notice if the licensee does any of the
following:

(a) Hand delivers a printed copy of the notice to the consumer.

(b) Mails a printed copy of the notice to the last known address of the consumer separately, or in a policy,
billing, or other written communication.

(c) For a consumer who conducts transactions electronically, posts the notice on the electronic site and
requires the consumer to acknowledge receipt of the notice as a necessary step to obtaining a particular
insurance product or service.

(d) For an isolated transaction with a consumer, such as the licensee providing an insurance quote or
selling the consumer travel insurance, posts the notice and requires the consumer to acknowledge receipt of
the notice as a hecessary step to obtaining the particular insurance product or service.

(2) The following do not provide a reasonable expectation that a consumer will receive actual notice of a
licensee's privacy policies and practices under subsection (1):

(a) The licensee only posts a sign in its office or generally publishes advertisements of its privacy policies
and practices.

(b) The licensee sends the notice via electronic mail to a consumer who does not obtain an insurance
product or service from the licensee electronically.

(3) A licensee may reasonably expect that a customer will receive actual notice of the licensee's annual
noticein either of the following cases:

(8) The customer uses the licensee's website to access insurance products and services electronically and
agrees to receive notices at the website and the licensee posts its current privacy notice continuously in aclear
and conspicuous manner on the website.

(b) The customer has requested that the licensee refrain from sending any information regarding the
customer relationship, and the licensee's current privacy notice remains available to the customer upon
request.

(4) A licensee shall not provide any notice required by this chapter solely by orally explaining the notice,
either in person or over the telephone.

(5) For customers only, alicensee shall provide the initial annual and revised notices so that the customer
can retain them or obtain them later in writing or, if the customer agrees, electronically. A licensee provides
an initial, annual, or revised notice to the customer so that the customer can retain it or obtain it later if the
licensee does any of the following:

(a) Hand delivers a printed copy of the notice to the customer.

(b) Mails a printed copy of the naotice to the last known address of the customer.

(c) Makes the current initial, annual, or revised notice available on a website or alink to another website
for the customer who obtains an insurance product or service electronically and agrees to receive the notice at
the website.

(6) A licensee may provide ajoint notice from the licensee and 1 or more of its affiliates or other financial
ingtitutions, as identified in the notice, if the notice is accurate with respect to the licensee and the other
institutions. A licensee may also provide a notice on behalf of another financial institution, asidentified in the
notice, if the notice is accurate with respect to the licensee and the other institution.

(7) If 2 or more consumers jointly obtain an insurance product or service from alicensee, the licensee may
satisfy theinitial, annual, and revised notice requirements by providing 1 notice to those consumers jointly.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.529 Disclosure of nonprofit personal financial information to nonaffiliated third party;
reasonable opportunity; opt out notice.

Sec. 529. (1) Except as otherwise provided in this chapter, a licensee shall not, directly or through any
affiliate, disclose any nonpublic personal financial information about a consumer to a nonaffiliated third party
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unless all of the following are met:

(a) The licensee has provided to the consumer an initial notice.

(b) The licensee has provided to the consumer an opt out notice as required in section 519.

(c) The licensee has given the consumer a reasonable opportunity, before it discloses the information to the
nonaffiliated third party, to opt out of the disclosure and the consumer does not opt out.

(2) A licensee provides a consumer with a reasonable opportunity to opt out under subsection (1) in any of
the following ways:

(a) If the licensee mails the notices required in subsection (1) to the consumer and allows the consumer to
opt out by mailing aform, calling a toll-free telephone number, or any other reasonable means within 30 days
from the date the licensee mailed the notices.

(b) A customer opens an on-line account with a licensee and agrees to receive the notices required in
subsection (1) electronically, and the licensee allows the customer to opt out by any reasonable means within
30 days after the date that the customer acknowledges receipt of the notices in conjunction with opening the
account.

(c) For an isolated transaction such as providing the consumer with an insurance quote, if the licensee
provides the notices required in subsection (1) at the time of the transaction and requests that the consumer
decide, as anecessary part of the transaction, whether to opt out before completing the transaction.

(3) This section applies to a licensee whether or not the licensee and the consumer have established a
customer relationship.

(4) Unless a licensee complies with this section, the licensee shall not, directly or through any affiliate,
disclose any nonpublic personal financial information about a consumer that the licensee has collected,
regardless of whether the licensee collected it before or after receiving the direction to opt out from the
consumer.

(5) A licensee may alow a consumer to select certain nonpublic personal financial information or certain
nonaffiliated third parties with respect to which the consumer wishesto opt out.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.
Popular name: Act 218

500.531 Receipt of nonpublic personal financial information from nonaffiliated financial
institution; limitation on disclosure.

Sec. 531. (1) If alicensee receives nonpublic personal financial information from a nonaffiliated financial
institution under an exception in section 537 or 539, the licensee's disclosure and use of that information is
limited as follows:

(a) The licensee may disclose the information to the affiliates of the financia institution from which the
licensee received the information.

(b) The licensee may disclose the information to its affiliates, but the licensee's affiliates may, in turn,
disclose and use the information only to the extent that the licensee may disclose and use the information.

(c) The licensee may disclose and use the information pursuant to an exception in section 537 or 539 in the
ordinary course of business to carry out the activity covered by the exception under which the licensee
received the information.

(2) If alicensee receives nonpublic personal financial information from a nonaffiliated financial institution
other than under an exception in section 537 or 539, the licensee may disclose the information only as
follows:

(a) To the affiliates of the financial institution from which the licensee received the information.

(b) To its affiliates, but its affiliates may, in turn, disclose the information only to the extent that the
licensee may disclose the information.

(c) To any other person, if the disclosure would be lawful if made directly to that person by the financia
institution from which the licensee received the information.

(3) If alicensee discloses nonpublic personal financial information to a nonaffiliated third party under an
exception in section 537 or 539, the third party may disclose and use that information only as follows:

(a) Tothelicensee's effiliates.

(b) To its affiliates, but its affiliates may, in turn, disclose and use the information only to the extent that
the third party may disclose and use the information.

(c) Pursuant to an exception in section 537 or 539 in the ordinary course of business to carry out the
activity covered by the exception under which it received the information.

(4) If alicensee discloses nonpublic personal financial information to a nonaffiliated third party other than
under an exception in section 537 or 539, the third party may disclose the information only as follows:

(a) To the licensee's affiliates.
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(b) To the third party's affiliates, but the third party's affiliates may, in turn, disclose the information only
to the extent the third party can disclose the information.

(c) To any other person, if the disclosure would be lawful if the licensee made it directly to that person.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.533 Disclosure of policy or account number.

Sec. 533. (1) A licensee shal not, directly or through an affiliate, disclose, other than to a consumer
reporting agency, a policy or account number or other access number or access code for a consumer's policy,
credit card account, deposit account, or transaction account to any nonaffiliated third party for use in
telemarketing, direct mail marketing, or other marketing through electronic mail to the consumer.

(2) Subsection (1) does not apply if alicensee discloses apolicy or account number or other access number
or access code as follows:

(a) To the licensee's service provider solely in order to perform marketing for the licensee's own products
or services, aslong as the service provider is not authorized to directly initiate charges to the account.

(b) To alicensee who is a producer solely in order to perform marketing for the licensee's own products or
services.

(c) To aparticipant in an affinity or similar program where the participants in the program are identified to
the customer when the customer entersinto the program.

(3) Subsection (1) does not apply if the policy or account number, or other access number or access code,
isin an encrypted form, as long as the licensee does not provide the recipient with a means to decode the
number or code.

(4) Asused in this section, "transaction account”" means an account other than a deposit account or a credit
card account. A transaction account does not include an account to which third parties cannot initiate charges.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.535 Applicability of opt out requirements in MCL 500.519 and 500.529; “joint agreement”
defined.

Sec. 535. (1) The opt out requirements in sections 519 and 529 do not apply when a licensee provides
nonpublic personal financial information to a nonaffiliated third party to perform services for the licensee or
functions on the licensee's behalf, if the licensee does both of the following:

(a) Providestheinitial notice.

(b) Entersinto a contractual agreement with the third party that prohibits the third party from disclosing or
using the information other than to carry out the purposes for which the licensee disclosed the information,
including use under an exception in section 537 or 539 in the ordinary course of business to carry out those
purposes.

(2) The services a nonaffiliated third party performs for a licensee under subsection (1) may include
marketing of the licensee's own products or services or marketing of insurance products or services offered
pursuant to joint agreements between the licensee and 1 or more financia institutions.

(3) As used in this section, "joint agreement” means a written contract pursuant to which alicensee and 1
or more financia institutions jointly offer, endorse, or sponsor afinancia product or service.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.537 Applicability of MCL 500.507(1)(c), 500.519, 500.529, and 500.535; “necessary to
effect, administer, or enforce a transaction” defined.

Sec. 537. (1) Sections 507(1)(c), 519, 529, and 535 do not apply if the licensee discloses nonpublic
personal financial information as necessary to effect, administer, or enforce a transaction that a consumer
requests or authorizes, or in connection with any of the following:

(a) Servicing, adjusting, or processing an insurance product or service that a consumer requests or
authorizes.

(b) Maintaining or servicing the consumer's account with a licensee, or with another entity as part of a
private label credit card program or other extension of credit on behalf of that entity.

(c) A proposed or actual securitization, secondary market sale including sales of servicing rights, or similar
transaction related to a transaction of the consumer.

(d) Reinsurance or stop loss or excess |oss insurance.

(e) Servicing or processing an insurance product or service on behaf of the Michigan automobile
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insurance placement facility, the Michigan worker's compensation placement facility, or the assigned claims
facility created under section 3171.

(2) As used in subsection (1), "necessary to effect, administer, or enforce a transaction” means that the
disclosureis either of the following:

(a) Required or is 1 of the lawful or appropriate methods to enforce the licensee's rights or the rights of
other persons engaged in carrying out the financial transaction or providing the product or service.

(b) Required or isausual, appropriate, or acceptable method for any of the following:

(i) To carry out the transaction or the product or service business of which the transaction is a part, and
record, service, or maintain the consumer's account in the ordinary course of providing the insurance product
or service.

(if) To administer, adjust, or service benefits or claims relating to the transaction or the product or service
business of which it is a part.

(iii) To provide a confirmation, explanation, statement, or other record of the transaction, or information on
the status or value of the insurance product or service to the consumer, the consumer's agent or broker, or a
policyholder or the policyholder's agent or broker with respect to a claim asserted by, or paid to, a consumer
under the policy.

(iv) To accrue or recognize incentives or bonuses associated with the transaction that are provided by a
licensee or any other party.

(V) To underwrite insurance at the consumer's request or for any of the following purposes as they relate to
a consumer's insurance or to an insurance policy under which the consumer is a claimant: account
administration, reporting, investigating, or preventing fraud or material misrepresentation, processing
premium payments, processing, adjusting, settling, or paying insurance claims, administering insurance
benefits including utilization review activities, participating in research projects, or as otherwise required or
specifically permitted by federal or state law.

(vi) In connection with any of the following:

(A) The authorization, settlement, billing, processing, clearing, transferring, reconciling, or collection of
amounts charged, debited, or otherwise paid using a debit, credit, or other payment card, check, or account
number, or by other payment means.

(B) The transfer or collection of debts, receivables, accounts, or interestsin receivables or accounts.

(C) The audit of dehit, credit, or other payment information.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.
Popular name: Act 218

500.539 Applicability of MCL 500.507(1)(c), 500.519, 500.529, and 500.535.

Sec. 539. Sections 507(1)(c), 519, 529, and 535 do not apply when a licensee discloses nonpublic personal
financial information as follows:

(a) With the consent or at the direction of the consumer, provided that the consumer has not revoked the
consent or direction.

(b) To protect the confidentiality or security of a licensee's records pertaining to the consumer, service,
product, or transaction.

(c) To protect against or prevent actual or potential fraud or unauthorized transactions.

(d) For required institutional risk control or for resolving consumer disputes or inquiries.

(e) To persons holding alegal or beneficia interest relating to the consumer.

(f) To persons acting in afiduciary or representative capacity on behalf of the consumer.

(g) To provide information to insurance rate advisory organizations, guaranty funds or agencies, agencies
that are rating a licensee, persons that are assessing the licensee's compliance with industry standards, or the
licensee's attorneys, accountants, and auditors.

(h) To the extent specifically permitted or required under other provisions of law and in accordance with
the right to privacy act of 1978, title X1 of the financial institutions regulatory and interest rate control act of
1978, Public Law 95-630, 12 U.S.C. 3401 to 3420 and 3422, to law enforcement agencies including the
federal reserve board, office of the comptroller of the currency, federal deposit insurance corporation, office
of thrift supervision, national credit union administration, the securities and exchange commission, the
secretary of the treasury, with respect to subchapter 11 of chapter 53 of subtitle IV of title 31 of the United
States code, 31 U.S.C. 5311 and 5330, and sections 121 to 129 of chapter 2 of title | of Public Law 91-508, 12
U.S.C. 1951 to 1959, the federal trade commission, a state insurance authority, self-regulatory organizations,
or for an investigation on a matter related to public safety.

(i) To aconsumer reporting agency in accordance with the fair credit reporting act, title VI of the consumer
credit protection act, Public Law 90-321, 15 U.S.C. 1681 to 1681u.
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(1) From a consumer report reported by a consumer reporting agency.

(k) In connection with a proposed or actual sale, merger, transfer, or exchange of all or a portion of a
business or operating unit of the licensee if the disclosure of nonpublic personal financial information
concerns solely consumers of that business or unit.

() To comply with federal, state, or local laws, rules, and other applicable legal requirements.

(m) To comply with a properly authorized civil, criminal, or regulatory investigation, subpoena, or
summons by afederal, state, or local authority.

(n) To respond to judicial process or a government regulatory authority having jurisdiction over alicensee
for examination, compliance, or other purposes as authorized by law.

(o) For purposes related to the replacement of a group benefit plan, a group health plan, a group welfare
plan, or worker's compensation plan to the extent necessary to effectuate the replacement.

History: Add. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

500.540 Use or disclosure of nonpublic personal financial information by certain
associations or facilities.

Sec. 540. The Michigan life and health guaranty association, the property and casuaty guaranty
association, the Michigan automobile insurance placement facili