HOUSE BILL No. 5155

HOUSE BILL No. 5155

December 2, 1999, Introduced by Reps. Hale, Bogardus, Hardman, Clark, Garza, Bovin,
Daniels, Thomas, Stallworth, Quarles, Rison, Brewer, Vaughn, Prusi, Scott, LaForge, Jamnick,
Schermesser, DeHart, Basham, Clarke, Price, Kelly, Wojno, Hansen, Gieleghem, Neumann,
Brater, Martinez, Reeves, Dennis, Rivet, Tesanovich, Kilpatrick and Lemmons and referred to
the Committee on Insurance and Financia Services.

A bill to amend 1956 PA 218,

"The i nsurance code of 1956,"

by anendi ng sections 2021,

2111, 2114, 2118, 2120,
2458, 2462, 2472, 2600,
2654, 2664, 2930, 3020,

500. 2106, 500.
500. 2114, 500.
500. 2406, 500.
500. 2472, 500.
500. 2630, 500.
500. 3020, 500.

2107,
2118,
2430,
2600,
2636,
3321,

500.
500.
500.
500.
500.

and

tion 2436 as anended by
1996 PA 98, section 2118 as anended by 1988 PA 43, section 2120

as anended by 1984 PA 350,
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entitl ed

2105, 2106, 2107, 2108, 2109, 2110,

2127, 2236, 2400, 2406, 2430, 2436, 2438,
2606, 2608, 2616, 2628, 2630, 2636, 2652,

3321, and
2108, 500.
2120, 500.
2436, 500.
2606, 500.
2652, 500.
500. 3340) ,
1982 PA 7,

3340 (MCL 500. 2021, 500. 2105,
2109, 500.2110, 500.2111

2127, 500. 2236, 500. 2400,

2438, 500. 2458, 500.2462,

2608, 500.2616, 500.2628,

2654, 500. 2664, 500. 2930,
section 2021 as added and sec-

section 2111 as anended by

sections 2236 and 2406 as anended by

DKH
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1993 PA 200, section 2400 as anended by 1982 PA 8, section 2458
as anmended by 1988 PA 262, section 3020 as anended by 1998 PA
410, and section 3340 as anended by 1986 PA 10, and by addi ng
sections 2026a, 2094, 2103a, 2106a, 2107a, 2109a, 2109b, 2111lc,
2128, 2128a, 2128b, 2128c, 2128d, 2128e, 2128f, and 3105a; and to
repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 2021. An unfair method of conpetition and an unfair or
deceptive act or practice in the business of insurance includes
failure by a rating organi zation and an i nsurer —whitch—takes—+ts
own—+ates— wWthin a reasonable tinme after receiving witten
request therefor and upon paynent of —sueh— A reasonabl e charge
as it may nake, to furnish to —any— AN insured affected by a rate
made by it, or to the INSURED S aut horized representative, —of
steh—+nsuret,— all pertinent information to —steh— THE rate.

SEC. 2026A. (1) IT IS AN UNFAIR METHOD OF COVPETI TI ON AND
AN UNFAI R OR DECEPTI VE ACT OR PRACTI CE I N THE BUSI NESS OF | NSUR-
ANCE FOR A PRI VATE PASSENGER NONFLEET AUTOMOBI LE | NSURER OR THE
| NSURER' S AGENT TO SOLICI T, OFFER, PAY, OR RECEI VE A KI CKBACK OR
BRI BE | N CONNECTI ON W TH THE PROCESS OF ADJUSTI NG RESOLVI NG,
DENYlI NG OR LI TI GATI NG A CLAI M FOR AUTOMOTI VE REPAI R

(2) AN I NSURER OR AN | NSURER S ACGENT WHO VI OLATES THI S SEC-
TION IS GULTY OF A FELONY PUNI SHABLE BY | MPRI SONMENT FOR NOT
LESS THAN 1 YEAR OR MORE THAN 5 YEARS, OR A FINE OF NOT MORE THAN
$50, 000. 00, OR BOTH, AND IN ADDI TION, THE I NSURER I S SUBJECT TO
THE CERTI FI CATE OF AUTHORI TY REVOCATI ON PROCEEDI NGS OF THI S
CHAPTER.
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SEC. 2094. AN I NDI VI DUAL THREATENED W TH | NJURY OR | NJURED
DI RECTLY OR | NDI RECTLY BY A PRI VATE PASSENGER NONFLEET AUTOMOBI LE
| NSURER' S VI OLATI ON OF ANY PROVI SI ON OF THI S CHAPTER MAY BRI NG AN
ACTI ON FOR APPROPRI ATE | NJUNCTI VE OR OTHER EQUI TABLE RELI EF
AGAI NST | MVEDI ATE | RREPARABLE HARM ACTUAL DAMAGES SUSTAI NED BY
REASON OF A VI OLATION OF TH S CHAPTER, AND, AS DETERM NED BY THE
COURT, | NTEREST ON THE DAMAGES FROM THE DATE OF THE COMPLAI NT,
TAXABLE COSTS, AND REASONABLE ATTORNEY'S FEES. THIS REMEDY IS IN
ADDI TI ON TO ANY OTHER REMEDY AND PENALTY PROVI SI ONS PROVI DED BY
TH S CHAPTER.

SEC. 2103A. AS USED IN TH S CHAPTER:

(A) "GROUP AUTOMOBI LE | NSURANCE" MEANS AUTOMOBI LE | NSURANCE
COVERI NG NOT' LESS THAN 25 ELI d BLE EMPLOYEES OR MEMBERS, W TH OR
W THOUT THEI R ELI G BLE DEPENDENTS, WRI TTEN UNDER A MASTER POLI CY
| SSUED TO AND ENDORSED BY A GOVERNMENTAL CORPORATI ON, UNIT,
AGENCY, OR DEPARTMENT, OR TO A CORPORATI ON, PARTNERSHI P, | NDI VI D-
UAL EMPLOYER, OR AN ASSCCI ATI ON, UPON APPLI CATI ON OF AN EXECUTI VE
OFFI CER OR TRUSTEE OF THE ASSOCI ATI ON HAVI NG A CONSTI TUTI ON OR
BYLAW5, AND FORMED | N GOOD FAI TH FOR PURPOSES OTHER THAN THAT OF
OBTAI NI NG | NSURANCE.

(B) "TOTAL RETURN RATI NG' MEANS THE CONSI DERATI ON OF TOTAL
REVENUE AND AVAI LABLE ASSETS OF THE | NSURER, | NCLUDI NG BUT NOT
LIMTED TO, | NVESTMENT | NCOVE, CAPI TAL AND SURPLUS, UNDERWRI Tl NG
AND OPERATI NG PROFI TS, PREM UM REVENUE, AND ALL OTHER RESERVES.

Sec. 2105. (1) —Ne— A policy of autonobile insurance or
honme i nsurance shall NOT be offered, bound, nade, issued,

delivered or renewed in this state on and after January 1, 1981,
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except in conformty with this chapter. This chapter —shat—
DOES not apply to policies of autonobile insurance or hone insur-
ance offered, bound, nade, issued, delivered or renewed in this
state before January 1, 1981.

(2) This chapter —shatH— DOES not apply to insurance witten
on a group, franchise, —btanket—poti+ey,— or simlar basis —whteh—
THAT of fers hone insurance —er—attoerpbtte—+nsurance— to all nmem
bers of the group, franchise plan, or blanket coverage who are
el i gi bl e persons.

Sec. 2106. Except as specifically provided in this chapter,
t he provisions of chapter 24 and chapter 26 —shat— DO not apply
to autonobil e i nsurance and honme insurance. An insurer nay use
rates for —autenpbtHte—+tnsurance—o6+— hone insurance as soon as
those rates are filed. AN INSURER SHALL NOT USE RATES FOR AUTO
MOBI LE | NSURANCE UNTI L THOSE RATES HAVE BEEN APPROVED BY THE
COWM SSI ONER. To the extent that other provisions of this —eede—
ACT are inconsistent with the provisions of this chapter, this
chapt er —shatH+—govern— GOVERNS with respect to autonobile insur-
ance and hone insurance.

SEC. 2106A. TO BE AUTHORI ZED TO WRI TE GROUP AUTOMOBI LE
| NSURANCE I N THI S STATE, AN | NSURER SHALL OFFER THE GROUP COVER-
ACGE TO EVERY ELI A BLE PERSON IN THE GROUP I N A UNl FORM MANNER AND
SHALL FOLLOW THE RATE- MAKI NG UNDERWRI TI NG AND OTHER APPLI CABLE
PROVI SI ONS COF THI S ACT.

Sec. 2107. (1) On or before Septenber 1, 1980, each insurer
subject to this chapter shall make filings in accordance with

this chapter for —auterpbtHte—+nstrance;— hone i nsurance ——of
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betth— to be effective not |later than January 1, 1981 —mer— OR
earlier than Novenber 1, 1980.

(2) Wth regard to a filing submtted under subsection (1),
t he comm ssioner shall conduct a review of the filing on an
informal basis, and a dispute with regard to that filing shal
not be considered a contested case under —Act—Ne—366—o6f—the
PubtHe—Acts—of—1969,—as—anended— THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328. A filing not
di sapproved within 60 days after its subm ssion shall be consid-
ered approved.

(3) Afiling approved or considered approved under subsec-
tion (2) —shatHt—be— IS exenpt fromany further proceedi ngs what -
soever under this chapter until July 1, 1981

(4) If afiling is disapproved under subsection (2), the
insurer, within 30 days of the order of disapproval, shall make a
revised filing wwth the comm ssioner. The revised filing shal
take effect on January 1, 1981 and —shatt+—be— | S subject to
review under this chapter on or after January 1, 1981 in the sane
manner as subsequent filings made under this chapter

SEC. 2107A. (1) BY NOT LATER THAN 1 YEAR AFTER THE EFFEC-
TI VE DATE OF THI' S SECTI ON AND ANNUALLY THEREAFTER, EACH | NSURER
SUBJECT TO THI S CHAPTER SHALL FI LE BASE RATES FOR AUTOMOBI LE
| NSURANCE AND SHALL MAKE FI LI NGS THAT CONFORM TO THI S ACT AS
AMENDED BY THE 1999 AMENDATORY ACT THAT ADDED THI S SECTI ON.

(2) THE COW SSI ONER SHALL REVI EW A FI LI NG SUBM TTED UNDER
SUBSECTI ON (1) AND SHALL APPROVE OR DI SAPPROVE THE FI LI NG W THI N
60 DAYS AFTER | TS SUBM SSI ON
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(3) A FILING APPROVED UNDER SUBSECTI ON (2) SHALL NOT BE
REVI SED FOR 12 MONTHS AFTER THE EFFECTI VE DATE OF THE FI LI NG
UNLESS THE REVI SI ON MEETS EI THER OF THE FOLLOW NG

(A) LONERS THE PRI CE OF THE COVERAGE.

(B) 1S I N RESPONSE TO A RULI NG OR DECI SI ON BY THE COW S-

SI ONER, THE COURT, OR A HEARI NG OFFI CER

(4) A RULE CHANGE OR OTHER CHANGE FI LED WTH THE COW S-

SI ONER THAT RESULTS IN A CHANGE | N THE COST OF COVERAGE | S CON
SIDERED A REVI SION I N A RATE FI LI NG UNDER THI S SECTI O\.

(5) I'F A FILING IS DI SAPPROVED UNDER SUBSECTI ON (2), THE
| NSURER, W THI N 30 DAYS OF THE ORDER COF DI SAPPROVAL, SHALL MAKE A
REVI SED FI LI NG WTH THE COMM SSI ONER. THE REVI SED FILING | S
SUBJECT TO REVI EW UNDER THI S CHAPTER I N THE SAME MANNER AS AN
ORI G NAL FI LI NG MADE UNDER THI S CHAPTER.

Sec. 2108. (1) —©a— EXCEPT AS PROVI DED I N SECTI ON 2107A, ON
the effective date thereof, each insurer shall file with the com
m ssi oner every manual of classification, every manual of rules
and rates, every rating plan, and every nodification of a manual
of classification, manual of rules and rates, or a rating plan
—whi-eh— THAT it proposes to use for autonobile insurance and hone
i nsurance. Each filing shall state the character and extent of
t he coverage contenplated. Each insurer subject to this chapter
who maintains rates in any part of this state shall at all tines
maintain rates in effect for all eligible persons neeting the
underwiting criteria of the insurer.

(2) —Anr— EXCEPT FOR FI LI NGS CONCERNI NG RATES, AN insurer may
satisfy its obligation to nmake filings —under—subseet+on—-{1)— by
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becom ng a nmenber of, or a subscriber to, a LICENSED rating
or gani zat i on —+eensetd—under—echapter—24—or—chapter—26—whteh— THAT
makes —these— filings, and by filing with the comm ssioner a copy
of its authorization of the rating organization to make —thoese—
filings on its behalf. Nothing contained in this chapter shal
be construed as requiring any insurer to becone a nenber of or a
subscri ber to any rating organization. |Insurers nmay file and use
deviations fromfilings made on their behalf, which deviations
—shat+—be— ARE subject to the provisions of this chapter.

(3) Each filing shall be acconpanied by a certification by
or on behalf of the insurer that, to the best of its information

and belief, the filing conforms to the requirenents of this

chapter.
(4) Each filing shall include information that supports the
filing wth respect to the requirenents of —seet+oen— SECTI ONS

2109 AND 2109A. The information may include 1 or nore of the

fol | ow ng:
(a) The experience or judgnent of the insurer —er—rating
organtzat+on— nmaking the filing.

(b) The interpretation of the insurer —er—+fating
organtzat+on— of any statistical data it relies upon.

(c) The experience of other insurers. —or—+ating
organtzat+ons—

(d) Any other relevant information.

(5) Afiling and any acconpanying information shall be open

to public inspection upon filing.
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(6) An insurer shall not nake, issue, or renew a contract or
policy except in accordance with filings —wheh— THAT are in
effect for the insurer pursuant to this chapter.

Sec. 2109. (1) Al rates for —atutorpbittei+nstrance—ant—
home i nsurance shall be made in accordance with the foll ow ng
provi si ons:

(a) Rates shall not be excessive, inadequate, or unfairly
discrimnatory. A rate shall not be held to be excessive unless
the rate is unreasonably high for the insurance coverage provided
and a reasonabl e degree of conpetition does not exist for the
insurance to which the rate i s applicable.

(b) Arate shall not be held to be inadequate unless the
rate i s unreasonably | ow for the insurance coverage provi ded and
the continued use of the rate endangers the sol vency of the
insurer; or unless the rate is unreasonably |low for the insurance
provi ded and the use of the rate has or will have the effect of
destroyi ng conpetition anong insurers, creating a nonopoly, or
causing a kind of insurance to be unavailable to a significant
nunber of applicants who are in good faith entitled to procure
t hat insurance through ordinary nethods.

(c) Arate for a coverage is unfairly discrimnatory in
relation to another rate for the same coverage if the differen-
tial between the rates is not reasonably justified by differences
in | osses, expenses, or both, or by differences in the uncer-
tainty of loss, for the individuals or risks to which the rates
apply. A reasonable justification shall be supported by a

reasonabl e cl assification system by sound actuarial principles

03607' 99



© 00 N oo o h~h W N P

N NN N N NN R B R R B R R R R R
o 0o M W N P O ©W 0N O O B W N P+, O

9

when applicable; and by actual and credible | oss and expense
statistics or, in the case of new coverages and cl assifications,
by reasonably anticipated | oss and expense experience. A rate is
not unfairly discrimnatory because it reflects differences in
expenses for individuals or risks with simlar anticipated
| osses, or because it reflects differences in |osses for individ-
uals or risks with simlar expenses.

(2) A determ nation concerning the existence of a reasonable
degree of conpetition wth respect to subsection (1)(a) shal
take into account a reasonabl e spectrum of relevant economc
tests, including the nunber of insurers actively engaged in wit-
ing the insurance in question, the present availability of such
i nsurance conpared to its availability in conparabl e past peri-
ods, the underwriting return of that insurance over a period of
time sufficient to assure reliability in relation to the risk
associated with that insurance, and the difficulty encountered by
new insurers in entering the market in order to conpete for the
witing of that insurance.

SEC. 2109A. (1) ALL RATES FOR AUTOMOBI LE | NSURANCE SHALL BE
REVI EWED BY THE COMM SSI ONER BY EXAM NI NG THE | NSURER S REPORT
PREPARED PURSUANT TO SECTI ON 2128 AND SHALL BE MADE | N ACCORDANCE
W TH TOTAL RETURN RATI NG AND THE FOLLOW NG PROVI SI ONS:

(A) RATES SHALL NOT BE EXCESSI VE, | NADEQUATE, OR UNFAI RLY
DI SCRI M NATORY. A RATE SHALL NOT BE APPROVED BY THE COVM SSI ONER
UNLESS I T I'S ACTUARI ALLY JUSTI FI ED BASED UPON THE | NFORNMATI ON
RECEI VED PURSUANT TO SECTI ON 2128.
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(B) A RATE SHALL NOT BE HELD TO BE | NADEQUATE UNLESS THE
RATE, AFTER CONSI DERATI ON OF | NVESTMENT | NCOVE AND SURPLUS, | S
UNREASONABLY LOW FOR THE | NSURANCE COVERAGE PROVI DED AND | S
| NSUFFI Cl ENT TO SUSTAI N PROJECTED LOSSES AND EXPENSES; OR UNLESS
THE RATE | S UNREASONABLY LOW FOR THE | NSURANCE PROVI DED AND THE
USE OF THE RATE HAS OR W LL HAVE THE EFFECT OF DESTROYI NG COVPE-
TI TI ON AMONG | NSURERS, CREATI NG A MONOPQOLY, OR CAUSI NG A KIND CF
| NSURANCE TO BE UNAVAI LABLE TO A SI GNI FI CANT NUMBER OF APPLI CANTS
WHO ARE I N GOOD FAI TH ENTI TLED TO PROCURE THAT | NSURANCE THROUGH
ORDI NARY METHCDS.

(© A RATE FOR A COVERAGE | S UNFAI RLY DI SCRI M NATORY | N
RELATI ON TO ANOTHER RATE FOR THE SAME COVERAGE | F THE DI FFEREN-
TI AL BETWEEN THE RATES IS NOT REASONABLY JUSTI FI ED BY DI FFERENCES
I N LOSSES, EXPENSES, OR BOTH, OR BY DI FFERENCES | N THE UNCER-
TAINTY OF LOSS, FOR THE | NDI VI DUALS OR RI SKS TO WH CH THE RATES
APPLY. A REASONABLE JUSTI FI CATI ON SHALL BE SUPPORTED BY A REA-
SONABLE CLASSI FI CATI ON SYSTEM BY SOUND ACTUARI AL PRI NCl PLES WHEN
APPLI CABLE; AND BY ACTUAL AND CREDI BLE LOSS AND EXPENSE STATI S-
TICS OR, I N THE CASE OF NEW COVERAGES AND CLASSI FI CATI ONS, BY
REASONABLY ANTI Cl PATED LOSS AND EXPENSE EXPERI ENCE. A RATE IS
NOT UNFAI RLY DI SCRI M NATORY BECAUSE | T REFLECTS DI FFERENCES | N
EXPENSES FOR | NDI VI DUALS OR RI SKS W TH SI M LAR ANTI Cl PATED
LOSSES, OR BECAUSE | T REFLECTS DI FFERENCES | N LOSSES FOR | NDI VI D-
UALS OR RI SKS WTH SI M LAR EXPENSES.

(2) THE COWMM SSI ONER SHALL NOT APPROVE A RATE | NCREASE FOR
AUTOMOBI LE | NSURANCE UNLESS THE COWM SSI ONER DETERM NES THAT THE
DATA RECEI VED FROM THE REPORT PREPARED PURSUANT TO SECTI ON 2128
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JUSTI FI ES A RATE | NCREASE. THE COWM SSI ONER SHALL NOT APPROVE A
RATE | NCREASE BY EXAM NI NG ACTUARI AL DATA FROM A LI NE OTHER THAN
THE | NSURER S AUTOMOBI LE | NSURANCE LINE OR I F THE | NSURER FAI LS
TO FI LE THE DATA REQUI RED BY SECTI ON 2128. THE COWM SSI ONER
SHALL NOT APPROVE A RATE | NCREASE | F THE COWM SSI ONER FI NDS THE
| NSURER S ADM NI STRATI VE EXPENSES TO BE EXCESSI VE.

(3) EACH I NSURER SHALL SUBM T ANNUALLY TO THE COWM SSI ONER A
COVMPLETE BREAKDOMN OF LI TI GATI ON COSTS ASSOCI ATED W TH FI RST AND
TH RD PARTY AUTOMOBI LE | NSURANCE CLAI M5 THAT HAVE BEEN RECEI VED
OR ARE I N THE PROCESS OF BEI NG LI TI GATED AND OF AMOUNTS RESERVED
TO BE USED FOR THOSE EXPENSES. THE COMM SSI ONER SHALL NOT
APPROVE A RATE IF THE ADM NI STRATI VE COSTS ASSOCI ATED W TH THE
LI TI GATI ON OF FI RST PARTY CLAI MS EXCEED 1% OF THE ADM NI STRATI VE
COSTS ASSOCI ATED W TH THE LI TI GATI ON OF THI RD PARTY CLAI M5. EACH
AUTOMOBI LE | NSURANCE | NSURER S TOTAL ADM NI STRATI VE EXPENSES
SHALL BE ALLOCATED TO EACH TERRI TORY ACCORDI NG TO THE | NSURER S
PROPORTI ONATE SHARE OF PREM UM WRI TTEN | N EACH TERRI TORY. EACH
PREM UM CHARGED W THI N EACH TERRI TORY SHALL CONTAI N AN EQUAL
SHARE OF THE ADM NI STRATI VE EXPENSE FOR THE TERRI TORY. RATES
SHALL BE FI LED AND CHARGED UNDER THI S SECTI ON SO THAT EACH AUTO
MOBI LE | NSURANCE PREM UM | NCLUDES AN EQUAL SHARE OF EACH
| NSURER S OVERALL ADM NI STRATI VE EXPENSE.

SEC. 2109B. (1) IF THE COW SSI ONER DETERM NES THAT ANY
PERSON OR ORGANI ZATI ON HAS VI OLATED THE AUTOMOBI LE RATE- MAKI NG OR
UNDERVWRI TI NG PROVI SI ONS OF THI S CHAPTER, THE COWM SSI ONER MAY
| SSUE A CEASE AND DESI ST ORDER AND ORDER THE PERSON OR
ORGANI ZATI ON TO PAY A CIVIL FINE OF NOT MORE THAN $500. 00 FOR
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EACH VI OLATION AND A CIVIL FINE OF NOT MORE THAN $5, 000. 00 FOR
EACH W LLFUL VI OLATION. A DEFAULT I N THE PAYMENT OF A CIVIL FINE
UNDER THI S SECTI ON MAY BE REMEDI ED BY ANY MEANS AUTHORI ZED UNDER
THE REVI SED JUDI CATURE ACT OF 1961, 1961 PA 236, MCL 600.101 TO
600.9948. A CVIL FINE COLLECTED PURSUANT TO THI S SUBSECTI ON
SHALL BE USED FOR THE OPERATI ON OF THE AUTOMOBI LE | NSURANCE DATA
COLLECTI ON AGENCY CREATED I N SECTI ON 2128E.

(2) I'F THE COWM SSI ONER FI NDS THAT A VI OLATI ON OF THE AUTO
MOBI LE RATE- MAKI NG OR UNDERWRI TI NG PROVI SI ONS OF THI S CHAPTER HAS
OCCURRED AND THAT THE VI OLATI ON HAS RESULTED I N AN | NCREASE | N
AUTOMOBI LE | NSURANCE PREM UMS OR A DECREASE | N BENEFI TS, THE COM
M SSI ONER SHALL ORDER THE | NSURER TO RETURN THE PREM UM OR THE
AMOUNT OF BENEFI TS THAT SHOULD HAVE BEEN PAI D, ALONG W TH AN
| NTEREST CHARGE OF 12% PER ANNUM TO BE APPLI ED FROM THE TI ME THE
PREM UM WAS COLLECTED OR THE BENEFI T WAS DUE OR WOULD HAVE BEEN
DUE TO THE CONSUVER

(3) THE COW SSI ONER MAY SUSPEND THE LI CENSE OF AN | NSURER
THAT FAILS TO COMPLY WTH THE COWM SSI ONER S ORDER TO CORRECT A
VI OLATI ON OF THI S CHAPTER

Sec. 2110. (1) In developing and eval uating rates pursuant
to the standards prescribed in —seet+oen— SECTI ONS 2109 AND 2109A,
due consideration shall be given to past and prospective | oss
experience wthin and outside this state, to catastrophe hazards,
if any; to a reasonable margin for underwiting profit and con-
ti ngencies; to dividends, savings, or unabsorbed prem um deposits
all owed or returned by insurers to their policyhol ders, nenbers,

or subscribers; to past and prospective expenses, both
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countryw de and those specially applicable to this state
excl usi ve of assessnments under this —eede— ACT; to assessnents
under this —eetde— ACT, to underwriting practice and judgnent; and
to all other relevant factors within and outside this state.

(2) The systens of expense provisions included in the rates
for use by any insurer or group of insurers nmay differ fromthose
of other insurers or groups of insurers to reflect the require-
ments of the operating nethods of the insurer or group with
respect to any kind of insurance, or with respect to any subdivi -
sion or conbination thereof for which subdivision or conbination
separ at e expense provisions are applicable.

(3) Risks may be grouped by classifications for the estab-
lishment of rates and m nimum prem uns. The classifications may
measure differences in | osses, expenses, or both.

Sec. 2111. (1) Notw thstanding any provision of this act
and this chapter to the contrary, classifications and territorial
base rates used by any insurer in this state with respect to
—att-ofrebtHe—+nsturance—ofr— hone i nsurance AND CLASSI FI CATI ONS USED
BY AN | NSURER W TH RESPECT TO AUTOVOBI LE | NSURANCE shal | conf orm
to the applicable requirenents of this section.

(2) Cassifications established pursuant to this section for
aut onobi | e i nsurance shall be based only upon 1 or nore of the
follow ng factors, which shall be applied by an insurer on a uni-
form basi s throughout the state:

(a) Wth respect to all autonobile insurance coverages:
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(1) Either the age of the driver; the length of driving
experience; or the nunber of years licensed to operate a notor
vehi cl e.

(1) Driver primacy, based upon the proportionate use of
each vehicle insured under the policy by individual drivers
insured or to be insured under the policy.

(11m) Average mles driven weekly, annually, or both.

(1v) Type of use, such as business, farm or pleasure use.

(v) Vehicle characteristics, features, and options, such as
engi ne di spl acenent, ability of vehicle and its equipnment to pro-
tect passengers frominjury and other simlar itens, including
vehi cl e make and nodel .

(vi) Daily or weekly commuting m | eage.

(vin) Nunber of cars insured by the insurer or nunber of
licensed operators in the household. However, nunber of |icensed

operators shall not be used as an indirect neasure of marital

st at us.

(vini) Anmount of insurance.

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

(1) Earned incone.

(1) Nunber of dependents of incone earners insured under
t he policy.

(11m) Coordination of benefits.

(1v) Use of a safety belt.

(v) THE WAl VER OF COVERAGE FOR WORK LOSS BENEFI TS UNDER
SECTI ON 3107.
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(c) I'n addition to the factors prescribed in subdivision
(a), with respect to collision and conprehensive cover ages:

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

(11) Vehicle make and nodel.

(11m) Vehicle design characteristics related to vehicle
damageability.

(1v) Vehicle characteristics relating to autonobile theft
prevention devi ces.

(d) Wth respect to all autonobile insurance coverage ot her
t han conprehensi ve, successful conpletion by the individual
driver or drivers insured under the policy of an accident preven-
tion education course that neets the following criteria:

(1) The course shall include a m nimumof 8 hours of class-
roominstruction.

(11) The course shall include, but not be [imted to, a
review of all of the follow ng:

(A) The effects of aging on driving behavior.

(B) The shapes, colors, and types of road signs.

(C The effects of alcohol and nedication on driving.

(D) The laws relating to the proper use of a notor vehicle.

(E) Accident prevention neasures.

(F) The benefits of safety belts and child restraints.

(G WMajor driving hazards.
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(H Interaction with other highway users such as
nmotorcyclists, bicyclists, and pedestri ans.

(3) Each insurer shall establish a secondary or nmerit rating
pl an for autonobile insurance, other than conprehensive
coverage. A secondary or nerit rating plan required under this
subsection shall provide for prem um surcharges for any or al
coverages for autonobile insurance, other than conprehensive cov-
erage, based upon any or all of the follow ng, when that inform-
tion beconmes available to the insurer:

(a) Substantially at-fault accidents.

(b) Convictions for, determ nations of responsibility for
civil infractions for, or findings of responsibility in probate
court for civil infractions for, violations under chapter VI of
—Act—No—306—of—thePubleActs—of 1949, —betng—seet+ons—25+66%

to—25+—+50—of—theMechirgan—Conptted—+taws— THE M CH GAN VEH CLE
CODE, 1949 PA 300, MCL 257.601 TO 257.750. However, beginning 90

days after the effective date of this sentence, an insured shal
not be nerit rated for a civil infraction under chapter VI of
—Act—No—300—ef—thePubt+e—-Aets—of—1949— THE M CH GAN VEHI CLE
CODE, 1949 PA 300, MCL 257.601 TO 257.750, for a period of tine
| onger than that which the secretary of state's office carries
points for that infraction on the insured' s notor vehicle
record.

(4) An insurer shall not establish or maintain rates or
rating classifications for autonobile insurance based upon sex or

marital status.
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(5) Notwi thstandi ng other provisions of this chapter,
aut onobi | e i nsurance risks —ay— SHALL be grouped by territory AS
PRESCRI BED BY THE COMM SSI ONER. THE COWM SSI ONER SHALL ESTABLI SH
UNI FORM TERRI TORI AL RATI NG TO BE USED BY ALL AUTOMOBI LE | NSURANCE
| NSURERS DO NG BUSI NESS | N THE STATE. TERRI TORI AL BOUNDARI ES
SHALL BE BASED ON OBJECTI VE CRI TERI A, | NCLUDI NG TRAFFI C PATTERNS,
AND SHALL BE RELATED TO THE DRI VI NG ENVI RONVENT | NCLUDI NG, BUT
NOT LIM TED TO, DENSITY OF TRAFFI C, REGULARI TY OF TRAFFI C FLOW
TRAFFI C ROUTE SI ZE, AND TYPES OF ROADVWAY. A TERRI TORY SHALL NOT
| NCLUDE LESS THAN 1 COUNTY AND MAY | NCLUDE MORE THAN 1 COUNTY.
AN | NSURER SHALL NOT' CHARGE A TERRI TORI AL BASE RATE FOR AN AUTO-
MOBI LE | NSURANCE POLI CY UNLESS THE TERRI TORI AL RATI NG SCHEME USED
BY THE | NSURER HAS BEEN APPROVED BY THE COWMM SSI ONER. AN | NSURER
SHALL ESTABLI SH 1 ACTUARI ALLY SOUND BASE RATE FOR EACH PRESCRI BED
TERRI TORY VWHI CH BASE RATE SHALL BE APPROVED BY THE COWVM SSI ONER
PURSUANT TO THI S CHAPTER

(6) This section shall not be construed as |imting insurers
or rating organizations from establishing and maintaining statis-
tical reporting territories. This section shall not be construed
to prohibit an insurer from establishing or maintaining, for
aut onobi | e i nsurance, a prem um di scount plan for senior citizens
inthis state who are 65 years of age or older, if the planis
uniformy applied by the insurer throughout this state. If an
i nsurer has not established and mai ntai ned a prem um di scount
plan for senior citizens, the insurer shall offer reduced prem um

rates to senior citizens in this state who are 65 years of age or
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ol der and who drive less than 3,000 mles per year, regardl ess of
statistical data.

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

(a) Anmount and types of coverage.

(b) Security and safety devices, including | ocks, snoke
detectors, and simlar, related devices.

(c) Repairable structural defects reasonably related to
risk.

(d) Fire protection class.

(e) Construction of structure, based on structure size,
bui | ding materi al conponents, and nunber of units.

(f) Loss experience of the insured, based upon prior clains

attributable to factors under the control of the insured that
have been paid by an insurer.

(g) Use of snmoking materials within the structure.

(h) Distance of the structure froma fire hydrant.

(1) Availability of |aw enforcenent or crinme prevention
servi ces.

(8) Notwi thstandi ng other provisions of this chapter, honme
i nsurance risks may be grouped by territory.

(9) An insurer may utilize factors in addition to those
specified in this section, if the comm ssioner finds, after a

hearing held pursuant to the adm nistrative procedures act of

1969, —Aet—No—3066—0of—thePublHec-Acts—of—1969,—berngsecttons
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24201+to0—24-328—of—the—Mechigan—Compited—taws— 1969 PA 306, ML
24.201 TO 24.328, that the factors woul d encourage i nnovati on,
woul d encourage insureds to mnimze the risks of |Ioss from haz-
ards insured agai nst, and woul d be consistent with the purposes
of this chapter.

(10) The conm ssioner shall report in witing to the senate
and house of representatives standing conmttees of insurance
i ssues by January 1, 2000 of the effect that the anmendatory act
t hat added this subsection has had on autonobil e and home insur-
ance premuns in this state.

SEC. 2111C. (1) BY NOT LATER THAN 1 YEAR AFTER THE EFFEC-
TI'VE DATE OF THI' S SECTI ON, EACH AUTOMOBI LE | NSURANCE | NSURER
SHALL FI LE BASE RATES FOR AUTOMOBI LE | NSURANCE THAT CONFORM TO
TH S ACT AS AMENDED BY THE 1999 AMENDATORY ACT THAT ADDED THI S
SECTI ON AND, FOR EACH UNI FORM TERRI TORY, REFLECT A REDUCTI ON THAT
| S AT LEAST AN OVERALL 20% REDUCTI ON FROM THE AGGREGATE RATES
PREVI OQUSLY CHARGED | N THE TERRI TORY BY THE 10 AUTOMOBI LE | NSUR-
ANCE | NSURERS HAVI NG THE GREATEST MARKET SHARE | N THE STATE BASED
ON RATES I N EFFECT AS OF MAY 1, 1998. THE COWM SSI ONER SHALL
REQUI RE A RATE REDUCTI ON TO THI S LEVEL UNLESS THE | NSURER, AFTER
CONFORM NG FULLY WTH ALL OF THE PROVI SIONS OF THI S ACT, CAN
DEMONSTRATE THAT A DI FFERENT RATE LEVEL | S ACTUARI ALLY ESSENTI AL
PURSUANT TO SECTI ON 2109A.

(2) BY NOT LATER THAN 1 YEAR AFTER THE EFFECTI VE DATE OF
TH S SECTI ON, EACH AUTOMOBI LE | NSURANCE | NSURER WHO DI D NOT VWRI TE
AUTOMOBI LE | NSURANCE IN THI S STATE ON MAY 1, 1998 SHALL FI LE BASE
RATES FOR AUTOMOBI LE | NSURANCE THAT DO NOT EXCEED THE WEI GHTED
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AVERAGE OF THE BASE RATES FI LED ON MAY 1, 1998 BY THE 10 LARGEST
AUTOMOBI LE | NSURANCE | NSURERS BY MARKET SHARE

(3) ASSESSMENTS FOR THE M CHI GAN CATASTROPHI C CLAI M5 ASSCOCI -
ATI ON, AUTOMOBI LE THEFT PREVENTI ON AUTHORI TY, AND THE M CH GAN
AUTOMOBI LE | NSURANCE PLACEMENT FACI LI TY SHALL NOT BE CONSI DERED
I N ACH EVI NG THE REDUCTI ON REQUI RED BY SUBSECTI ONS (1) AND (2).

Sec. 2114. (1) A person or organization aggrieved with
respect to any filing —whieh— THAT is in effect and —whieh— THAT
affects the person or organization may make witten application
to the comm ssioner for a hearing on the filing. However, the
insurer or rating organi zation —whieh— THAT nmade the filing shal
not be authorized to proceed under this subsection. The applica-
tion shall specify the grounds to be relied upon by the
applicant. If the comm ssioner finds that the application is
made in good faith, that the applicant woul d be so aggrieved if
t he grounds specified are established, or that the grounds speci-
fied otherwise justify holding a hearing, the comm ssioner, not
nore than 30 days after receipt of the application, shall hold a
hearing in accordance wth —Act—No—3066—0of—the Publte—Acts—of
1969,—as—arended— THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24. 328, upon not |less than 10 days' witten
notice to the applicant, the insurer, and the rating organization
whi ch made the filing.

(2) If after hearing initiated under subsection (1) or upon
the comm ssioner's own notion pursuant to —Act—No—3066—e6f—the
PubtHe—Acts—of—1969,—as—anended— THE ADM NI STRATI VE PROCEDURES
ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328, the comm ssioner
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finds that a filing does not neet the requirenents of sections
2109, 2109A, and 2111, the comm ssioner shall issue an order
stating the specific reasons for that finding. The order shal
state when, within a reasonable tine after issuance of the order
the filing shall be considered no | onger effective. A copy of
the order shall be sent to the applicant, if any, and to each
insurer and rating organi zation subject to the order. The order
shall not affect a contract or policy made or issued before the
date the filing becomes ineffective, as indicated in the
conm ssioner's order.

Sec. 2118. (1) As a condition of maintaining its certifi-
cate of authority, an insurer shall not refuse to insure, refuse
to continue to insure, or limt coverage available to an eligible
person for autonobile insurance, except in accordance w th under-
witing rules established pursuant to this section and sections
2119 and 2120.

(2) The underwriting rules —whieh— THAT an insurer may
establish for autonobile insurance shall be based only on the
fol | ow ng:

(a) Criteria identical to the standards set forth in section
2103(1).

(b) The insurance eligibility point accunulation in excess
of the anounts established by section 2103(1) of a nenber of the
househol d of the eligible person insured or to be insured, if the
menber of the household usually accounts for 10% or nore of the
use of a vehicle insured or to be insured. For purposes of this

subdi vi sion, a person who is the principal driver for 1
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aut onobi | e i nsurance policy shall be rebuttably presuned not to
usual |y account for nore than 10% of the use of other vehicles of
t he househol d not insured under the policy of that person.
(c) Wth respect to a vehicle insured or to be insured, sub-
stantial nodifications fromthe vehicle's original manufactured
state for purposes of increasing the speed or accel eration capa-

bilities of the vehicle.

(D) —e)y— Type of vehicle insured or to be insured, based on

1 of the following, without regard to the age of the vehicle:

(1) The vehicle is of Iimted production or of custom
manuf act ur e.

(11) The insurer does not have a rate lawfully in effect for
the type of vehicle.

(11m) The vehicle represents exposure to extraordi nary
expense for repair or replacenent under conprehensive or colli-

si on cover age.
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(E) (H)— Use of a vehicle insured or to be insured for
transportation of passengers for hire, for rental purposes, or
for comrercial purposes. Rules under this subdivision shall not
be based on the use of a vehicle for volunteer or charitable pur-
poses or for which reinbursenent for normal operating expenses is
recei ved.

(F) —g)— Paynent of a m ninmum deposit at the tinme of appli-
cation or renewal, not to exceed the small est deposit required
under an extended paynent or prem um finance plan customarily
used by the insurer.

(G —h)— For purposes of requiring conprehensive deducti -
bl es of not nore than $150.00, or of refusing to insure if the
person refuses to accept a required deductible, the claim
experience of the person with respect to conprehensive coverage.

(H —+)— Total abstinence fromthe consunption of alcoholic
beverages except —when— | F such beverages are consuned as part of
a religious cerenony. However, an insurer shall not utilize an
underwriting rule based on this subdivision unless the insurer
has been authorized to transact autonobile insurance in this
state prior to January 1, 1981, and has consistently utilized
such an underwriting rule as part of the insurer's autonobile
i nsurance underwiting since being authorized to transact autono-
bile insurance in this state.

Sec. 2120. (1) Affiliated insurers may establish underwit-
ing rules so that each affiliate will provide autonobile insur-
ance only to certain eligible persons. This subsection shal

apply only if an eligible person can obtain autonobil e insurance
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from1l of the affiliates. The underwiting rules shall be in
conpliance with this section ——seet+oefi— AND SECTI ONS 2118 ——
and —seet+of— 2119.

(2) An insurer nmay establish separate rating plans so that
certain eligible persons are provided autonobile insurance under
1 rating plan and other eligible persons are provided autonobile
i nsurance under another rating plan. This subsection shall apply
only if all eligible persons can obtain autonobile insurance
under a rating plan of the insurer. Underwiting rules consis-
tent with this section —=seet+oef— AND SECTI ONS 2118 —— and
—seet+on— 2119 shall be established to define the rating plan
applicable to each eligible person.

(3) Underwriting rules under this section shall be based
only on the foll ow ng:

(a) Wth respect to a vehicle insured or to be insured, sub-
stantial nodifications fromthe vehicle's original manufactured
state for purposes of increasing the speed or accel eration capa-

bilities of the vehicle.
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(B) —€e)y— For purposes of insuring persons who have refused
a deductible lawmfully required under section —238(2(h)—

2118(2) (G, the claimexperience of the person with respect to
conpr ehensi ve cover age.

(© —fe&h— Refusal of the person to pay a m ni num deposit
requi red under section —238(2(e)— 2118(2) (F).

(D) —te)y— A person's insurance eligibility point accunul a-
tion under section 2103(1)(h), or the total insurance eligibility
poi nt accunul ati on of all persons who account for 10% or nore of
the use of 1 or nore vehicles insured or to be insured under the
policy.

(E) /— The type of vehicle insured or to be insured as
provided in section —2%8(2)(te)y— 2118(2) (D)

Sec. 2127. The comm ssioner may by rul e prospectively
require insurers, rating organizations, and advisory organi za-
tions to collect and report data —enty— to the extent necessary
to nonitor and eval uate the autonobile and hone insurance narkets
in this state. The conmm ssioner shall authorize the use of sam
pling techniques in each instance where sanpling is practicable
and consistent with the purposes for which the data, by county,
are to be collected and reported. RULES PROMULGATED PURSUANT TO
TH S SECTI ON ARE I N ADDI TI ON TO, AND DO NOT' REPLACE, THE REPORT-
| NG REQUI REMENTS | N SECTI ON 2128.

SEC. 2128. BY APRIL 1 OF EACH YEAR, EACH | NSURER WHO | SSUES
AUTOMOBI LE | NSURANCE IN THI S STATE SHALL FILE WTH THE COW S-

SI ONER AND W TH THE AUTOMOBI LE | NSURANCE DATA COLLECTI ON AGENCY
CREATED | N SECTI ON 2128E ON FORMS PRESCRI BED BY THE AUTOMOBI LE
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| NSURANCE DATA COLLECTI ON AGENCY, THE FOLLOW NG AUTOMOBI LE
| NSURANCE DATA, BY TERRI TORY, FOR THE PRI OR CALENDAR YEAR:

(A) W TH RESPECT TO PERSONAL PROTECTI ON | NSURANCE COVERAGE:

(i) THE NUMBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS FOR WHI CH PAYMENT | S MADE.

(ii) THE NUMBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT ARE CLOSED W THOUT PAYMENT.

(iii) THE NUVBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT | NVOLVE SOVE FORM OF LI Tl GATI ON AND ARE CLOSED
W THOUT PAYMENT.

(iv) THE NUMBER OF CLAI M5 FOR PERSONAL PROTECTI ON | NSURANCE
BENEFI TS THAT | NVOLVE LI Tl GATI ON AND FOR WHI CH PAYMENT | S MADE
AFTER LI TI GATI ON COMMENCES, | NCLUDI NG THE LENGTH OF TI ME BETWEEN
THE FILING OF THE CLAI M AND THE FI RST PAYMENT.

(v) THE AMODUNT OF | NTEREST CHARGES PAI D ON CLAI M5 FOR PER-
SONAL PROTECTI ON | NSURANCE BENEFI TS AND THE NUVBER OF CASES FOR
WH CH | NTEREST CHARGES HAVE BEEN PAI D.

(vi) THE LI TI GATI ON COSTS FOR CLAI M5 FOR PERSONAL PROTECTI ON
| NSURANCE BENEFI TS.

(vii) THE NUVBER OF CASES GO NG TO VERDI CT AND THE AMOUNT OF
THE VERDI CT | N THOSE CASES WHERE AN AWARD | 'S MADE.

(viii) THE NUVBER OF VERDI CTS OF NO CAUSE OF ACTI ON.

(ix) THE NUMBER OF CASES WHERE ATTORNEY FEES ARE PAID, THE
TOTAL AMOUNT OF ATTORNEY FEES PAI D, AND THE AMOUNT OF ATTORNEY
FEES PAI D FOR EACH CASE WHERE FEES WERE PAI D.

(B) W TH RESPECT TO PROPERTY PROTECTI ON | NSURANCE COVERAGE:
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(1) THE NUMBER OF THI RD PARTY AUTOMOBI LE BODI LY | NJURY TORT
CLAI M5 CLOSED BY PAYMENT TO THE CLAI MANT BEFORE THE COMVENCEMENT
OF LI TI GATI ON AND A BREAKDOWN OF HOW MANY OF THESE CLAI MS WERE
DEATH THRESHOLD CLAI M5, SERI QUS | MPAI RVENT OF BCDY FUNCTI ON
CLAI MS, AND PERMANENT SERI QUS DI SFI GUREMENT CLAI MS.

(11) THE NUMBER OF THI RD PARTY AUTOMOBI LE BCDI LY | NJURY TORT
CLAI M LAWSUI TS FI LED, AND A BREAKDOWN OF HOW MANY WERE FI LED FOR
DEATH THRESHOLD CLAI M5, SERI QUS | MPAI RVENT OF BCDY FUNCTI ON
CLAI MS, AND PERMANENT SERI OQUS DI SFI GUREMENT CLAI MS.

(mir) THE NUMBER OF THI RD PARTY AUTOMOBI LE BODI LY | NJURY
TORT CLAI MS CLOSED BY PAYMENT TO THE CLAI MANT AFTER THE COMVENCE-
MENT OF LI TI GATI ON AND A BREAKDOWN OF HOW MANY OF THESE CLAI M5
WERE DEATH THRESHOLD CLAI MS, SERI OQUS | MPAI RVENT OF BODY FUNCTI ON
CLAI MS, AND PERMANENT SERI QUS DI SFI GUREMENT CLAI MS.

(1v) THE DOLLAR AMOUNT PAID TO CLAI MANTS TO SETTLE TH RD
PARTY AUTOMOBI LE BODI LY | NJURY TORT CLAI M5 BEFORE AND AFTER LI TI -
GATI ON HAD BEEN COMMENCED AND A BREAKDOWN OF THE DOLLAR AMOUNTS
PAI D FOR DEATH THRESHOLD CLAI M5, SERI OQUS | MPAI RVENT OF BODY FUNC-
TI ON CLAI MS, AND PERMANENT SERI QUS DI SFI GUREMENT CLAI MS.

(v) THE NUMBER AND DOLLAR AMOUNT PAI D OR RESERVED FOR ALL
BCODI LY | NJURY CLAI M5 SET UP OR OPENED, | NDI CATI NG THE NUMBER AND
DOLLAR AMOUNT OF RESERVES FOR CLAI M5 REMAI NI NG OPEN AT THE END OF
THE REPORTI NG PERI CD.

SEC. 2128A. EACH AUTOMOBI LE | NSURANCE | NSURER WRI TI NG AUTO
MOBI LE | NSURANCE I N THI S STATE SHALL FI LE ANNUALLY BY APRIL 1
WTH THE COW SSI ONER A CERTI FI ED AUDI T OF THE | NSURER S BOOKS
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AND RECORDS PREPARED BY AN | NDEPENDENT CERTI FI ED PUBLI C
ACCOUNTANT.

SEC. 2128B. (1) BY JANUARY 15, 2001 AND EVERY 2 YEARS
THEREAFTER, THE COMM SSI ONER SHALL | SSUE A PRELI M NARY REPORT
DETAI LI NG THE STATE OF COVPETI TI ON OR AVAI LABI LI TY I N THE AUTOMO-
Bl LE | NSURANCE MARKET ON A STATEW DE BASI S AND DELI NEATI NG SPE-

Cl FI C CLASSI FI CATI ONS, KINDS OR TYPES OF | NSURANCE, | F ANY, WHERE
COMPETI TI ON OR AVAI LABI LI TY DOES NOT EXI ST AND SHALL HOLD A

PUBLI C HEARI NG ON THE REPORT. THE REPORT SHALL BE BASED ON RELE-
VANT ECONOM C TESTS, | NCLUDI NG BUT NOT LIM TED TO THOSE I N SUB-
SECTION (3). THE FINDINGS IN THE REPORT SHALL NOT BE BASED ON
ANY SI NGLE MEASURE OF COVPETI TI ON, BUT APPROPRI ATE WVEI GHT SHALL
BE G VEN TO ALL MEASURES OF COWPETI TI ON. THE REPORT SHALL

| NCLUDE A CERTI FI CATI ON OF WHETHER OR NOT COWVPETI TI ON OR AVAI L-
ABI LI TY EXI STS. A PERSON WHO DI SAGREES W TH THE REPORT AND FI ND-
I NGS OF THE COMM SSI ONER MAY REQUEST A CONTESTED HEARI NG PURSUANT
TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306, MCL
24.201 TO 24.328, NOT LATER THAN 60 DAYS AFTER | SSUANCE OF THE
TENTATI VE REPORT.

(2) BY AUGUST 1, 2001 AND EVERY 2 YEARS THEREAFTER, THE COW
M SSI ONER SHALL | SSUE A FI NAL REPORT THAT SHALL | NCLUDE A FI NAL
CERTI FI CATI ON OF WVHETHER OR NOT A REASONABLE DEGREE OF COMPETI -

TI ON OR AVAI LABI LI TY EXI STS I N THE AUTOMOBI LE | NSURANCE MARKET ON
A STATEW DE BASI S AND | F COVPETI TI ON OR AVAI LABI LI TY DOES NOT

EXI ST, A PLAN TO CREATE COWPETI TI ON OR AVAI LABI LI TY. THE FI NAL
REPORT AND CERTI FI CATI ON SHALL BE SUPPORTED BY SUBSTANTI AL

EVI DENCE.
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(3) FOR PURPOSES OF DETERM NI NG WHETHER COWPETI TI ON OR
AVAI LABI LI TY EXISTS I N THE AUTOVOBI LE | NSURANCE MARKET, ALL COF
THE FOLLOW NG SHALL BE CONSI DERED BY THE COWM SSI ONER:

(A) THE EXTENT TO WHI CH ANY | NSURER CONTROLS THE AUTOMOBI LE
| NSURANCE MARKET OR ANY PORTI ON OF THAT MARKET. W TH RESPECT TO
COMPETI TI ON ON A STATEW DE BASI' S, AN | NSURER SHALL NOT BE CONSI D-
ERED TO CONTROL THE AUTOMOBI LE | NSURANCE MARKET UNLESS | T HAS
MORE THAN A 15% MARKET SHARE.

(B) WHETHER THE TOTAL NUMBER CF | NSURERS V\RI TI NG AUTOMOBI LE
| NSURANCE IN THI S STATE |'S SUFFI CI ENT TO PROVI DE MULTI PLE OPTI ONS
AND ADEQUATE SERVI CE TO | NDI VI DUALS.

(© THE DI SPARI TY AMONG AUTOMOBI LE | NSURANCE RATES AND CLAS-
SI FI CATI ONS TO THE EXTENT THAT SUCH CLASSI FI CATI ONS RESULT | N
RATE DI FFERENTI ALS.

(D) THE AVAI LABI LI TY OF AUTOMOBI LE | NSURANCE TO | NDI VI DUALS
I N ALL CEOGRAPHI C AREAS OF THE STATE.

(E) THE RESI DUAL MARKET SHARE.

(F) THE OVERALL RATE LEVEL.

(G ANY OTHER FACTORS THE COWM SSI ONER CONSI DERS RELEVANT.

(4) A PLAN TO CREATE COVPETI TI ON OR AVAI LABI LI TY SHALL ONLY
RELATE TO THOSE GEOGRAPHI C AREAS, CLASSI FI CATI ONS, OR KINDS OR
TYPES OF RI SKS WHERE COMWMPETI TI ON OR AVAI LABI LI TY HAS BEEN CERTI -
FI ED NOT TO EXI ST. THE PLAN MAY | NCLUDE METHODS DESI GNED TO
CREATE COWVPETI TI ON OR AVAI LABI LI TY AS THE COWM SSI ONER CONSI DERS
NECESSARY, AND MAY PROVI DE FOR THE COWM SSI ONER TO DO 1 OR MORE
OF THE FOLLOW NG
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(A) AUTHORI ZE, BY ORDER, JO NT UNDERWRI TI NG ACTIVITIES IN A
MANNER SPECI FI ED I N THE COWMM SSI ONER S ORDER.

(B) MODI FY THE RATE APPROVAL PROCESS IN A MANNER TO | NCREASE
COVPETI TI ON OR AVAI LABI LI TY WH LE AT THE SAME TI ME PROVI DI NG FOR
REASONABLY Tl MELY RATE APPROVALS. MODI FI CATI ONS UNDER THI S SUB-
DI VI SI ON SHALL NOT AFFECT THE REQUI REMENTS OF SECTI ONS 2106 AND
2107A.

(©) ORDER EXCESS PROFI TS REGULATI ON. EXCESS PROFI TS REGULA-
TI ON AUTHORI ZED BY THI S SUBDI VI SI ON SHALL BE BASED UPON RULES
PROMULGATED PURSUANT TO THE ADM NI STRATI VE PROCEDURES ACT COF
1969, 1969 PA 306, MCL 24.201 TO 24.328. EXCESS PROFI TS SHALL
| NCLUDE BOTH UNDERWRI TI NG PROFI TS AND ALL AFTER- TAX | NVESTMENT OR
| NVESTMENT PROFI T OR LOSS FROM UNEARNED PREM UMS AND LOSS
RESERVES ATTRI BUTABLE TO AUTOMOBI LE | NSURANCE. THE COMM SSI ONER,
PURSUANT TO EXCESS PROFI TS REGULATI ON, MAY ESTABLI SH FORMS FOR
THE REPORTI NG OF FI NANCI AL DATA BY THE | NSURER.

(D) ESTABLI SH AND REQUI RE AUTOMOBI LE | NSURANCE RATES, BY
ORDER, THAT | NSURERS SHALL USE AS A CONDI TI ON OF MAI NTAI NI NG
THEI R CERTI FI CATE OF AUTHORI TY. THE ORDER SETTI NG THE RATES
SHALL TAKE EFFECT NOT LESS THAN 90 DAYS OR MORE THAN 150 DAYS
AFTER THE ORDER | S | SSUED.

(E) ESTABLI SH AND | MPLEMENT A PLAN TO ASSI ST | N | NFORM NG
CONSUMERS OF HOW TO OBTAI N AUTOMOBI LE | NSURANCE AT THE MOST
FAVORABLE RATES AND HOW TO OBTAI N BENEFI TS FOR VWH CH THEY ARE
ELI G BLE. THE PLAN MAY | NCLUDE THE USE OF TOLL- FREE TELEPHONE
NUMBERS FOR USE BY AUTOMOBI LE | NSURANCE CONSUMERS AND MAY PROVI DE
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FOR THE DI STRI BUTI ON OF | NFORMVATI ON TO LOCAL UNI TS OF
GOVERNMENT.

(5) THE REPORTS AND CERTI FI CATI ONS REQUI RED UNDER SUBSEC-
TIONS (1) AND (2) SHALL BE FORWARDED TO THE GOVERNOR, THE CLERK
OF THE HOUSE, THE SECRETARY OF THE SENATE, AND ALL THE MEMBERS OF
THE HOUSE OF REPRESENTATI VES AND SENATE STANDI NG COMM TTEES ON
| NSURANCE | SSUES.

SEC. 2128C. (1) EACH I NSURER WRI TI NG 7% OR MORE OF THE
AUTOMOBI LE | NSURANCE I N THI S STATE SHALL GEOGRAPHI CALLY MARKET
AUTOMOBI LE | NSURANCE PROPCORTI ONATE TO THE NUMBER OF REG STERED
VEHI CLES | N EACH AREA OF THE STATE. BEG NNING 1 YEAR AFTER THE
EFFECTI VE DATE OF TH S SECTI ON, EACH | NSURER WRI TI NG 7% OR MCORE
OF THE AUTOMOBI LE I NSURANCE | N THI S STATE SHALL SUBM T ANNUALLY
TO THE COW SSI ONER A MARKETI NG PLAN | NDI CATI NG THE NUMBER OF
AGENTS THAT MARKET FOR THE | NSURER AND THE LOCATI ON OF THEI R
OFFI CES. THE COW SSI ONER SHALL DETERM NE THE ADEQUACY OF EACH
| NSURER S MARKETI NG PLAN.

(2) IF THE COW SSI ONER, AFTER REVI EW NG AN AUTOMOBI LE
| NSURER S MARKETI NG PLAN, FINDS THE PLAN I'S NOT | N COVPLI ANCE
W TH SUBSECTI ON (1), THE COVMM SSI ONER SHALL NOTI FY THE | NSURER | N
WRI TI NG OF THE | NSURER S FAlI LURE TO COWLY W TH THE LAW SHALL
RECOMVEND REVI SI ONS TO THE | NSURER' S PLAN, AND SHALL REQUI RE THAT
A REVI SED PLAN BE RESUBM TTED W THI N 30 DAYS. THE COW SSI ONER
SHALL APPROVE OR DI SAPPROVE AN | NSURER S MARKETI NG PLAN OR REVI -
SIONS TO THE PLAN WTHI N 30 DAYS AFTER THE COW SSI ONER S RECEI PT
OF THE PLAN OR THE REVI SED PLAN.
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(3) |F THE COWM SSI ONER FI NDS THAT AN AUTOVOBI LE | NSURANCE
| NSURER HAS W LLFULLY VI OLATED THE PROVI SI ONS OF THI'S SECTI ON,
THE COWM SSI ONER MAY SUSPEND OR REVOKE THE | NSURER S LI CENSE TO
DO BUSI NESS AND MAY ORDER THE | NSURER TO PAY A CIVIL FINE OF NOT
MORE THAN $10, 000. 00 FOR EACH VI OLATI ON,

(4) |F THE COWM SSI ONER FI NDS THAT AN AUTOVOBI LE | NSURANCE
| NSURER HAS FAI LED TO FILE A MARKETI NG PLAN COMPLYI NG WTH TH' S
SECTI ON, HAS FAI LED TO REVI SE A PLAN PURSUANT TO THE
COVMM SSI ONER S FI NDI NG, OR HAS CONSI STENTLY FAI LED TO SUBM T AN
ACCEPTABLE MARKETI NG PLAN, THE COWM SSI ONER MAY SUSPEND OR REVOKE
THE | NSURER S LI CENSE TO DO BUSI NESS AND MAY ORDER THE | NSURER TO
PAY A CIVIL FINE OF NOT MORE THAN $2, 000. 00 FOR EACH OCCURRENCE.

(5) THE COWM SSI ONER SHALL NOTI FY EACH AUTOMOBI LE | NSURANCE
| NSURER LI CENSED | N THI'S STATE OF THE MARKETI NG PLAN FI LI NG
REQUI REMVENT.

SEC. 2128D. (1) |F THE COWM SSI ONER FI NDS, AFTER A HEARI NG
HELD PURSUANT TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969
PA 306, MCL 24.201 TO 24.328, THAT ACCESS TO A REASONABLY COMPET-
| TI VE AND CONVENI ENT AUTOMOBI LE | NSURANCE MARKET IN THI S STATE IS
LACKI NG FOR CERTAI N CONSUVERS, THE COVM SSI ONER MAY ORDER THE
M CHI GAN AUTOVOBI LE | NSURANCE PLACEMENT FACI LI TY TO DEVELOP A
MARKET ACCESS PLAN, SUBJECT TO THE COWMM SSI ONER S APPROVAL, TO
ASSURE THAT THOSE CONSUMERS HAVE REASONABLE AND CONVENI ENT ACCESS
TO THE M CHI GAN AUTOVOBI LE | NSURANCE PLACEMENT FACI LI TY AND COM
PETI TI VE | NSURANCE MARKETS I N THI' S STATE.

(2) |F A MARKET ACCESS PLAN UNDER SUBSECTI ON (1) IS NOT
SUBM TTED W THI N 30 DAYS AFTER THE DATE OF THE COWM SSI ONER S
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ORDER, OR I F THE PLAN DOES NOT MEET THE COWMM SSI ONER S APPROVAL,
THE COWM SS| ONER SHALL DEVELOP A MARKET ACCESS PLAN AND ORDER | TS
| MPL