HOUSE BILL No. 4243
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HOUSE BILL No. 4243

February 9, 2005, Introduced by Rep. Hummel and referred to the Committee on Insurance.

A Dbill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
(MCL 500.100 to 500.8302) by adding chapter 21A
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
CHAPTER 21A CREDI T | NFORVATI ON AND CREDI T SCORES

SEC. 2151. (1) AS USED IN TH S CHAPTER:

(A) "ADVERSE ACTI ON' MEANS A DENI AL OR CANCELLATI ON OF
PERSONAL | NSURANCE COVERAGE OR AN | NCREASE | N ANY CHARGE FOR, OR A
REDUCTI ON OR OTHER ADVERSE OR UNFAVORABLE CHANGE | N THE TERMB OF
COVERAGE OR AMOUNT COF, ANY PERSONAL | NSURANCE, EXI STI NG OR APPLI ED
FOR.

(B) "CONSUMER REPORTI NG AGENCY" MEANS ANY PERSON WHI CH, FOR
MONETARY FEES OR DUES OR ON A COOPERATI VE NONPRCFI T BASI S,
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REGULARLY ENGAGES I N WHOLE OR I N PART IN THE PRACTI CE OF ASSEMBLI NG
OR EVALUATI NG CONSUMER CREDI T | NFORVATI ON OR OTHER | NFORVATI ON ON
CONSUMERS FOR THE PURPOSE OF FURNI SHI NG CONSUMER REPORTS TO THI RD
PARTI ES.

(©) "CRED T | NFORVATI ON' MEANS ANY CREDI T- RELATED | NFORVMATI ON
DERI VED FROM A CREDI T REPCORT, FOUND ON A CREDI T REPORT | TSELF, OR
PROVI DED ON AN APPLI CATI ON FOR PERSONAL | NSURANCE. | NFORVATI ON THAT
I'S NOT' CREDI T- RELATED SHALL NOT BE CONSI DERED CREDI T | NFORVATI ON,
REGARDLESS OF VHETHER | T IS CONTAINED IN A CREDI T REPORT OR | N AN
APPLI CATION, OR IS USED TO CALCULATE AN | NSURANCE SCORE.

(D) "CREDI T REPORT" MEANS ANY WRI TTEN, ORAL, OR OTHER
COVMUNI CATI ON OF | NFORVATI ON BY A CONSUMER REPCRTI NG AGENCY BEARI NG
ON A CONSUMER S CREDI T WORTHI NESS, CREDI T STANDI NG OR CREDI T
CAPACI TY USED OR EXPECTED TO BE USED OR COLLECTED IN WHOLE OR I N
PART FOR THE PURPCSE OF SERVI NG AS A FACTOR I N THE RATI NG OR
UNDERWRI TI NG OF PERSONAL | NSURANCE.

(E) "1 NSURANCE SCORE" MEANS A NUMBER OR RATI NG THAT | S DERI VED
FROM AN ALGORI THM COWPUTER APPLI CATI ON, MCDEL, OR OTHER PROCESS
THAT 1S BASED I N WHOLE OR I N PART ON CREDI T | NFORVATI ON FOR THE
PURPOSES OF PREDI CTI NG THE FUTURE | NSURANCE LOSS EXPOSURE OF AN
I NDI VI DUAL APPLI CANT OR | NSURED.

(F) "PERSONAL | NSURANCE" MEANS PROPERTY/ CASUALTY | NSURANCE
WRI TTEN FOR PERSONAL, FAM LY, OR HOUSEHOLD USE, | NCLUDI NG
AUTOMOBI LE, HOME, MOTORCYCLE, MOBILE HOVE, NONCOMVERCI AL DVELLI NG
FI RE, BOAT, PERSONAL WATERCRAFT, SNOWMOBI LE, AND RECREATI ONAL
VEH CLE, VWHETHER VRI TTEN ON AN | NDI VI DUAL, GROUP, FRANCH SE,
BLANKET POLI CY, OR SIM LAR BASI S.
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(2) AN I NSURER SHALL NOT USE CREDI T | NFORVATI ON OR AN
I NSURANCE SCORE AS ANY PART OF A DECI SI ON TO DENY, CANCEL, OR
NONRENEW A PERSONAL | NSURANCE POLI CY UNDER CHAPTER 24 OR 26. AN
I NSURER SHALL NOT APPLY CREDI T | NFORMATI ON OR A CREDI T- BASED
I NSURANCE SCORE | N THE RATI NG OR UNDERWRI TI NG OF PERSONAL | NSURANCE
THAT | S OTHERW SE PERM TTED UNDER THI S ACT UNLESS ALL OF THE
FOLLON NG ARE MET:

(A) THE I NSURER OR | TS PRODUCER DI SCLOSES, EI THER ON THE
I NSURANCE APPLI CATI ON OR AT THE TI ME THE APPLI CATI ON | S TAKEN, THAT
I T MAY OBTAIN CREDI T | NFORMATI ON I N CONNECTI ON W TH THE
APPLI CATION. TH S DI SCLOSURE SHALL BE EI THER WRI TTEN OR PROVI DED TO
AN APPLI CANT I N THE SAME MEDI UM AS THE APPLI CATI ON FOR | NSURANCE.
AN | NSURER MAY USE THE FOLLOW NG DI SCLOSURE STATEMENT:

"I'N CONNECTION WTH TH S APPLI CATI ON FOR | NSURANCE, WE NAY
REVI EW YOUR CREDI T REPORT OR OBTAIN OR USE A CREDI T- BASED | NSURANCE
SCORE BASED ON THE | NFORVATI ON CONTAI NED | N THAT CREDI T REPORT. WE
MAY USE A THI RD PARTY | N CONNECTI ON W TH THE DEVELOPMENT OF YOUR
| NSURANCE SCORE. .

(B) THE I NSURER OR A THI RD PARTY ON BEHALF OF THE | NSURER DCES
NOT USE | NCOVE, GENDER, ADDRESS, ZI P CCODE, ETHNI C GROUP, RELI G ON,
MARI TAL STATUS, OR NATI ONALI TY OF THE | NSURED OR | NSURANCE
APPLI CANT | N CALCULATI NG AN | NSURANCE SCOCRE.

(©) THE I NSURER DCES NOT TAKE AN ADVERSE ACTI ON AGAI NST A
CONSUMER SOLELY BECAUSE HE OR SHE DOES NOT HAVE A CREDI T CARD
ACCOUNT, W THOUT CONSI DERATI ON OF ANY OTHER APPLI CABLE FACTOR
| NDEPENDENT OF CREDI T | NFORVATI ON.

(D) THE I NSURER OR A THI RD PARTY ON BEHALF OF THE | NSURER DCES
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NOT CONSI DER AN ABSENCE OF CREDI T | NFORVATI ON OR AN I NABI LITY TO
CALCULATE AN | NSURANCE SCORE | N THE RATI NG OF PERSONAL | NSURANCE
UNLESS ANY RESULTI NG RATE DI FFERENTI AL | S REASONABLY JUSTI FI ED BY
DI FFERENCES | N LOSSES, EXPENSES, OR BOTH, OR THE | NSURED OR
I NSURANCE APPLI CANT | S TREATED AS HAVI NG THE MOST FAVORABLE
I NSURANCE SCORE AVAI LABLE
(E) THE I NSURER OR A THI RD PARTY ON THE | NSURER S BEHALF USES
A CREDI T REPORT | SSUED W THI N 90 DAYS BEFORE THE DATE AN | NSURANCE
SCORE BASED ON THAT CREDI T REPORT |'S FI RST APPLI ED TO THE | NSURED
(F) UPON REQUEST OF AN | NSURED COR THE | NSURED S PRODUCER AT
ANNUAL RENEWAL, AN | NSURER OR A THI RD PARTY ON THE | NSURER S BEHALF
SHALL REEXAM NE A CURRENT CREDI T REPORT OR | NSURANCE SCORE. AN
I NSURER OR A THI RD PARTY ON THE | NSURER S BEHALF IS NOT REQUI RED TO
RECALCULATE THE | NSURANCE SCORE OR OBTAIN A NEW CREDI T REPORT MORE
FREQUENTLY THAN ONCE IN A 12- MONTH PERI GD. AN | NSURER OR A THI RD
PARTY ON THE | NSURER S BEHALF MAY ORDER A CREDI T REPORT UPON ANY
RENEWAL | F THE | NSURER DCES SO CONSI STENTLY W TH ALL I TS | NSUREDS
(G FOR | NSURANCE SCORES CALCULATED OR RECALCULATED ON OR
AFTER JULY 1, 2005, THE I NSURER OR A THI RD PARTY ON THE | NSURER S
BEHALF DOES NOT USE THE FOLLOW NG AS A NEGATI VE FACTOR I N ANY
I NSURANCE SCORE OR | N REVI EW NG CREDI T | NFORVATI ON:
(i) CREDIT INQUI RIES NOT | NI TI ATED BY THE CONSUMER OR REQUESTED
BY THE CONSUMER FOR H'S OR HER OAN CREDI T | NFORMATI ON.
(i) CREDIT | NQUI RI ES RELATI NG TO | NSURANCE COVERAGE, | F SO
| DENTI FI ED ON AN | NSURED S OR | NSURANCE APPLI CANT' S CREDI T REPORT.
(iii)) MULTI PLE LENDER | NQUI RIES, |F CODED BY THE CONSUMER
REPORTI NG AGENCY ON THE CREDI T REPORT AS BEI NG FROM THE HOVE
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MORTGAGE | NDUSTRY AND MADE W THI N 45 DAYS OF ONE ANOTHER, UNLESS
ONLY 1 INQUIRY |I'S CONSI DERED.

(iv) MULTI PLE LENDER I NQUI RIES, | F CODED BY THE CONSUMER
REPORTI NG AGENCY ON THE CREDI T REPORT AS BEI NG FROM THE AUTOMOBI LE
LENDI NG | NDUSTRY AND MADE W THI N 45 DAYS OF ONE ANOTHER, UNLESS
ONLY 1 I NQUIRY I'S CONSI DERED.

(v) THE NUMBER, |F UNDER 3, OF CREDIT OR CHARGE CARD ACCOUNTS
OPENED BY A CONSUMER | N THE | MVEDI ATELY PRECEDI NG 12 MONTHS.

(vi) AN ACTI ON COMVENCED BY OR AGAI NST THE CONSUMER UNDER THE
BANKRUPTCY CCDE, 11 USC 101 TO 1330, |IF THE DATE OF THE ORDER FOR
RELI EF OR THE DATE OF ADJUDI CATI ON, AS APPLI CABLE, I N THAT ACTI ON
'S MORE THAN 10 YEARS BEFORE THE DATE OF THE CREDI T REPOCRT.

(vii) COLLECTI ON ACCOUNTS W TH A MEDI CAL | NDUSTRY CODE, | F SO
| DENTI FI ED ON THE CONSUMER S CREDI T REPORT.

(H THE I NSURER OR A THI RD PARTY ON BEHALF OF THE | NSURER DCES
NOT CALCULATE AN | NSURANCE SCORE BY DI FFERENTI ATI NG ON WHETHER AN
I NSURED S OR | NSURANCE APPLI CANT' S ACCOUNTS ARE NAI NTAI NED AT A
STATE OR NATI ONALLY CHARTERED BANK OR A STATE OR FEDERALLY
CHARTERED SAVI NGS AND LOAN ASSOCI ATI ON, SAVI NGS BANK, OR CREDI T
UNI ON.

(3) I'F AN I NSURER TAKES AN ADVERSE ACTI ON BASED UPON CREDI T
I NFORMVATI ON, THE | NSURER SHALL NOTI FY THE | NSURED OR APPLI CANT FOR
I NSURANCE | N ACCORDANCE W TH 15 USC 1681M A), THAT AN ADVERSE
ACTI ON HAS BEEN TAKEN AND SHALL PROVI DE NOTI CE I N CLEAR AND
SPECI FI C LANGUAGE OF THE REASONS FOR THE ADVERSE ACTI ON, | NCLUDI NG
A DESCRI PTION OF ALL FACTORS THAT WERE THE PRI MARY | NFLUENCES FOR
THE ADVERSE ACTI ON. HOAEVER, NOT MORE THAN 4 FACTORS THAT WERE THE
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PRI MARY | NFLUENCES FOR THE ADVERSE ACTI ON NEED TO BE G VEN. THE USE
OF GENERALI ZED TERM5 SUCH AS "POOR CREDI T H STORY", "POOR CRED T
RATI NG', OR "POOR | NSURANCE SCORE" DOES NOT MEET THE DESCRI PTI ON
REQUI REMENTS OF THI S SUBDI VI SI ON.  STANDARDI ZED CREDI T EXPLANATI ONS
PROVI DED BY CONSUMER REPORTI NG AGENCI ES OR OTHER THI RD PARTY
VENDORS MEET THE DESCRI PTI ON REQUI REMENTS OF THI S SUBDI VI SI ON.

(4) IF 1T 1S DETERM NED THROUGH THE DI SPUTE RESOLUTI ON PROCESS
SET FORTH I N 15 USC 16811 (A)(5) THAT THE CREDI T | NFORVATI ON OF A
CURRENT | NSURED WAS | NCORRECT OR | NCOVPLETE AND | F THE | NSURER
RECEI VES NOTI CE OF THI S DETERM NATI ON FROM El THER THE CONSUMER
REPORTI NG AGENCY OR FROM THE | NSURED, THE | NSURER SHALL REEVALUATE
THE I NSURED W THI N 30 DAYS OF RECEI VI NG THE NOTI CE. AFTER
REEVALUATI NG THE | NSURED, THE | NSURER SHALL MAKE ANY ADJUSTMENTS
NECESSARY, CONSI STENT WTH THI S ACT AND THE | NSURER S UNDERWRI TI NG,
RATI NG GUI DELI NES, AND PREM UM DI SCOUNT PLAN. | F AN | NSURER
DETERM NES THAT THE | NSURED HAS OVERPAI D PREM UM THE | NSURER SHALL
REFUND TO THE | NSURED THE AMOUNT OF OVERPAYMENT CALCULATED BACK TO
THE SHORTER OF EI THER THE LAST 12 MONTHS OF COVERAGE OR THE ACTUAL
POLI CY PERI OD.

(5) NOTHING IN TH S CHAPTER SHALL BE CONSTRUED TO PROVI DE AN
| NSURED OR APPLI CANT FOR | NSURANCE W TH A CAUSE OF ACTI ON THAT DOES
NOT EXI ST IN THE ABSENCE OF TH S CHAPTER.

(6) AN I NSURER SHALL | NDEWNI FY, DEFEND, AND HOLD HARMLESS
PRODUCERS FROM AND AGAI NST ALL LI ABILITY, FEES, AND COSTS ARl SI NG
OUT OF OR RELATING TO THE ACTI ONS, ERRCRS, OR OM SSI ONS OF A
PRODUCER RESULTI NG FROM THE USE OF CREDI T | NFORVATI ON OR | NSURANCE
SCORES FOR THE | NSURER, PROVI DED THAT THE PRODUCER FOLLONS THE
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PROCEDURES AND | NSTRUCTI ONS ESTABLI SHED BY THE | NSURER AND COMPLI ES
W TH ALL APPLI CABLE LAWS AND REGULATI ONS
(7) THE COWMM SSI ONER SHALL PROVI DE | NPUT TO THE STUDY BEI NG
CONDUCTED UNDER SECTI ON 215 OF THE FAI R AND ACCURATE CREDI T
TRANSACTI ONS ACT OF 2003, PUBLI C LAW 108-159, AND SHALL REPCRT TO
THE SENATE AND HOUSE OF REPRESENTATI VES STANDI NG COWM TTEES ON
I NSURANCE | SSUES ON THE | NPUT PROVI DED BY SEPTEMBER 1, 2005.
Enacting section 1. This anendatory act takes effect July 1,

2005.

00273' 05 Fi nal Page DKH



