HB 5344, As Passed Senate, June 10, 1998

REPRINT
SUBSTITUTE FOR
HOUSE BILL NO. 5344
(As passed the House, February 26, 1998)

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
(MCL 500. 100 to 500.8302) by adding section 2227.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

1 SEC. 2227. (1) IF ACLAIMIS FILED FOR A LGSS TO | NSURED
2 REAL PROPERTY DUE TO FI RE, EXPLOSI ON, VANDALISM NALICIOUS M S-
3 CHEF, WND, HAIL, RIOI, OR CIVIL COMWOTI ON AND A FI NAL SETTLE-
4 MENT IS REACHED ON THE LOSS TO THE | NSURED REAL PROPERTY, AN
5 INSURER SHALL W THHOLD FROM PAYMENT 25% OF THE ACTUAL CASH VALUE
6 OF THE | NSURED REAL PROPERTY AT THE TIME OF THE LOSS OR 25% OF
7 THE FI NAL SETTLEMENT, VWH CHEVER IS LESS. FOR RESI DENTI AL PROPER-
8 TY, THE 25% SETTLEMENT OR JUDGVENT W THHELD SHALL NOT EXCEED
9 $6, 000. 00 ADJUSTED ANNUALLY BEGQ NNI NG JUNE 1, 1999 I N ACCORDANCE
10 WTH THE CONSUMER PRI CE | NDEX. THE COWM SSI ONER SHALL NOTI FY
11 ANNUALLY ALL | NSURANCE COMPANI ES TRANSACTI NG PROPERTY | NSURANCE
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HB 5344, As Passed Senate, June 10, 1998

House Bill No. 5344 2
IN TH S STATE AS TO THE NEW ADJUSTED AMOUNT. AT THE TI ME THAT
25% OF THE SETTLEMENT OR JUDGVENT |'S W THHELD, THE | NSURER SHALL
A VE NOTI CE OF THE W THHOLDI NG TO THE TREASURER OF THE CI TY, VI L-
LAGE, OR TOMNSHI P I N WHI CH THE | NSURED REAL PROPERTY | S LOCATED,
TO THE I NSURED, AND TO ANY MORTGAGEE HAVI NG AN EXI STI NG LI EN OR
LI ENS AGAI NST THE | NSURED REAL PROPERTY, |F THE MORTGAGEE | S
NAVED ON THE POLICY. |IN THE CASE OF A JUDGVENT, NOTI CE SHALL
ALSO BE PROVI DED TO THE COURT | N WHI CH JUDGVENT WAS ENTERED. THE
NOTI CE SHALL | NCLUDE ALL OF THE FOLLOW NG

(A) THE | DENTITY AND ADDRESS COF THE | NSURER.

(B) THE NAME AND ADDRESS OR FORWARDI NG ADDRESS OF EACH POLI -
CYHOLDER, | NCLUDI NG ANY MORTGAGEE.

(C) LOCATION OF THE | NSURED REAL PROPERTY.

(D) THE DATE OF LGCSS, POLICY NUMBER, AND CLAI M NUVBER

(E) THE AMOUNT OF MONEY W THHELD.

(F) A STATEMENT THAT THE CI TY, VILLAGE, OR TOMWNSH P MAY HAVE
THE W THHELD AMOUNT PAI D I NTO A TRUST OR ESCROW ACCOUNT ESTAB-
LI SHED FOR THE PURPOSES OF THI S SECTION I F WTHI N 15 DAYS AFTER
THE MAI LING OF THE NOTI CE THE C TY, VILLAGE, OR TOMNSHI P STATES
THAT THE MONEY SHOULD BE W THHELD TO PROTECT THE PUBLI C HEALTH
AND SAFETY; OTHERW SE, THE W THHELD AMOUNT SHALL BE PAI D TO THE
| NSURED 15 DAYS AFTER THE MAI LI NG OF THE NOTI CE.

(G AN EXPLANATI ON OF THE PROVI SIONS OF THI S SECTI ON.

(2) N ORDER FOR A CI'TY, VILLAGE, OR TOMNSH P TO ESCROW THE
AMOUNT W THHELD BY THE | NSURER, AND TO RETAI N THAT AMOUNT, THE
FOLLOW NG PROCEDURE SHALL BE USED:
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(A) AN AUTHORI ZED REPRESENTATI VE OF THE CI TY, VILLAGE, OR
TOMWMSH P SHALL REQUEST THE | NSURER TO PAY THE W THHELD AMOUNT
| NTO AN ESCROW ACCOUNT MAI NTAI NED BY THE TREASURER OF THE CI TY,
VI LLAGE, OR TOMSHI P. A FI NAL SETTLEMENT THAT EXCEEDS 49% OF THE
| NSURANCE ON THE | NSURED REAL PROPERTY IS PRI MA FACI E EVI DENCE
THAT THE DAMAGED | NSURED STRUCTURE VI OLATES EXI STI NG HEALTH AND
SAFETY STANDARDS OF THE CITY, VILLACGE, OR TOMSH P AND CONSTI -
TUTES CAUSE FOR THE ESCROW NG OF THE W THHELD AMOUNT AS SURETY
FOR THE REPAI R, REPLACEMENT, OR REMOVAL OF THE DAMAGED
STRUCTURE.

(B) IIN THE CASE OF A SETTLEMENT, THE REQUEST UNDER
SUBDI VI SION (A) SHALL BE SENT TO THE | NSURER W TH A COPY TO THE
| NSURED AND ANY MORTGAGEES. THE COPY TO THE | NSURED SHALL CON-
TAIN THE NOTI CE REQUI RED UNDER SUBDI VI SION (D). UPON RECEI PT OF
THE REQUEST, THE | NSURER SHALL FORWARD THE W THHELD AMOUNT TO THE
TREASURER OF THE CI TY, VILLAGE, OR TOMSH P, AND SHALL PROVI DE
NOTI CE OF THE FORWARDI NG TO THE | NSURED AND ANY MORTGAGEES.

(O IN THE CASE OF A JUDGVENT, THE REQUEST UNDER SUBDI VI SI ON
(A) SHALL BE SENT TO THE I NSURER W TH A COPY TO THE | NSURED, ANY
MORTGAGEES, AND THE COURT I N WH CH JUDGVENT WAS ENTERED. THE
COPY TO THE | NSURED SHALL CONTAIN THE NOTI CE REQUI RED UNDER
SUBDIVISION (D). UPON THE MOTION OF THE CI TY, VILLACGE, OR TONN-
SHI P, THE COURT SHALL ORDER THE W THHELD AMOUNT TRANSM TTED TO
THE TREASURER OF THE CI TY, VILLAGE, OR TOMSHI P.

(D THE CITY, VILLAGE, OR TOMNSHI P SHALL NOTI FY THE | NSURED
THAT THE | NSURED HAS 10 DAYS FROM THE DATE OF THE MAI LI NG OF THE
NOTI CE TO OBJECT TO THE A TY'S, VILLAGE'S, OR TOMSHI P' S
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RETENTI ON OF THE W THHELD AMOUNT. THE NOTI CE SHALL | DENTI FY THE
AUTHORI ZED REPRESENTATI VE OF THE CITY, VILLAGE, OR TOMSH P THAT
THE | NSURED SHOULD ADDRESS H S OR HER OBJECTI ONS TO AND SHALL
STATE THAT THE | NSURED MAY DO EI THER OF THE FOLLOW NG

(1) SEEK RESOLUTI ON W TH THE REPRESENTATI VE OF THE CI TY,

VI LLAGE, OR TOMWNSHI P DESI GNATED TO RECEI VE AND RESCLVE OBJECTI ONS
UNDER THI'S SECTION. THE CITY, VILLAGE, OR TOMNSH P SHALL MAKE A
FI NAL DETERM NATI ON AND SHALL NOTI FY THE | NSURED OF THAT DETERM -
NATI ON NOT LATER THAN 30 DAYS AFTER RECEI PT OF NOTI CE THAT THE

| NSURED W SHES TO SEEK RESOLUTI ON UNDER THI S SUBPARAGRAPH. THI' S
FI NAL DETERM NATI ON SHALL | NCLUDE NOTI CE TO THE | NSURED THAT | F
THE I NSURED IS STILL DI SSATISFIED WTH THE CI TY'S, VILLAGE' S, OR
TOMSHI P*'S DETERM NATI ON, THE | NSURED MAY SEEK RELIEF IN Cl RCU T
COURT.

(1m1) SEEK RELIEF IN THE CIRCU T COURT.

(3) UPON RECEI PT OF MONEY AND | NFORMVATI ON FROM AN | NSURER AS
PRESCRI BED | N SUBSECTI ONS (1) AND (2), THE LOCAL TREASURER SHALL
RECORD THE | NFORVATI ON AND THE DATE OF RECEI PT OF THE MONEY AND
SHALL | MVEDI ATELY DEPCSI T THE MONEY I N A TRUST OR ESCROW ACCOUNT
ESTABLI SHED FOR THE PURPOSES OF THI S SECTI ON. THE ACCOUNT MAY BE
| NTEREST- BEARING. | F THE MORTGAGE ON THE | NSURED PROPERTY |S I N
DEFAULT, THE TREASURER OF THE CI TY, VILLAGE, OR TOMSH P, UPON
WRI TTEN REQUEST FROM A FI RST MORTGAGEE OF PROPERTY W TH RESPECT
TO VH CH POLI CY PROCEEDS WERE W THHELD AND PLACED I NTO A TRUST OR
ESCROW ACCOUNT UNDER SUBSECTI ONS (1) AND (2) AND THI' S SUBSECTI ON,
SHALL RELEASE TO THE MORTGAGEE ALL OR ANY PART OF THE PQOLI CY
PROCEEDS RECEI VED BY THE CI TY, VILLAGE, OR TOMNSH P W TH RESPECT
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TO THAT PROPERTY, NOT LATER THAN 10 DAYS AFTER RECEI PT OF THE

WRI TTEN REQUEST BY THE MORTGAGEE, TO THE EXTENT NECESSARY TO SAT-
| SFY ANY OUTSTANDI NG LI EN OF THE MORTGAGEE.

(4) EXCEPT AS PROVI DED | N SUBSECTI ON (7), MONEY DEPOSI TED I N
AN ACCOUNT PURSUANT TO SUBSECTI ON (3) SHALL NOT BE COVM NGLED
WTH CITY, VILLAGE, OR TOANSH P FUNDS. ANY | NTEREST EARNED ON
MONEY PLACED IN A TRUST OR ESCROW ACCOUNT SHALL BE RETAI NED BY
THE CI TY, VILLAGE, OR TOMNSHI P TO DEFRAY EXPENSES | NCURRED UNDER
TH S SECTI ON.

(5) EXCEPT AS PROVIDED IN SUBDI VI SION (C), THE POLICY PRO
CEEDS DEPOSI TED UNDER SUBSECTI ON (3) SHALL | MVEDI ATELY BE FOR-
WARDED TO THE | NSURED WHEN THE AUTHORI ZED REPRESENTATI VE OF THE
CITY, VILLAGE, OR TOANSHI P DESI GNATED BY THE GOVERNI NG BODY OF
THE CI TY, VILLAGE, OR TOANSHI P RECEI VES OR | S SHOAN REASONABLE
PROOF OF ANY OF THE FOLLOW NG

(A) THAT THE DAMAGED OR DESTROYED PORTI ONS OF THE | NSURED
STRUCTURE HAVE BEEN REPAI RED OR REPLACED, EXCEPT TO THE EXTENT
THAT THE AMOUNT W THHELD UNDER THI'S SUBSECTI ON |'S NEEDED TO COM
PLETE REPAI R OR REPLACEMENT.

(B) THAT THE DAMAGED OR DESTROYED STRUCTURE AND ALL REMNANTS
OF THE STRUCTURE HAVE BEEN REMOVED FROM THE LAND ON WHI CH THE
STRUCTURE OR THE REMNANTS OF THE STRUCTURE WERE S| TUATED, | N COM
PLI ANCE W TH THE LOCAL CODE REQUI REMENTS OF THE CI TY, VILLAGE, OR
TOWNSHI P I N WHI CH THE STRUCTURE WAS LOCATED.

(C) THAT THE | NSURED HAS ENTERED | NTO A CONTRACT TO PERFORM
REPAI R, REPLACEMENT, OR REMOVAL SERVI CES FOR THE | NSURED REAL
PROPERTY AND THAT THE | NSURED CONSENTS TO PAYMENT OF FUNDS
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DI RECTLY TO THE LI CENSED CONTRACTOR PERFORM NG THE SERVI CES UPON
COVPLETI ON. FUNDS RELEASED UNDER THI S SUBDI VI SI ON MAY BE FOR-
WARDED ONLY TO A LI CENSED CONTRACTOR PERFORM NG SERVI CES ON THE
| NSURED PROPERTY.

(6) REASONABLE PROOF REQUI RED UNDER SUBSECTI ON (5) | NCLUDES
ANY OF THE FOLLOW NG

(A) ORI G NALS OR COPI ES OF PERTI NENT VERI FI ABLE CONTRACTS,
I N\VO CES, RECEI PTS, AND OTHER SI M LAR PAPERS EVI DENCI NG BOTH THE
WORK PERFORMED OR TO BE PERFORMED AND THE MATERI ALS USED OR TO BE
USED BY ALL CONTRACTORS PERFORM NG REPAI R, REPLACEMENT, OR
REMOVAL SERVI CES W TH RESPECT TO THE | NSURED REAL PROPERTY, OTHER
THAN A LI CENSED CONTRACTOR SUBJECT TO SUBDI VI SI ON (B) .

(B) AN AFFI DAVI T EXECUTED BY THE LI CENSED CONTRACTCOR THAT
HAS PERFORMED THE GREATEST AMOUNT OF REPAI R OR REPLACEMENT WORK
ON THE STRUCTURE, OR THAT HAS DONE MOST OF THE CLEARI NG AND
REMOVAL WORK | F STRUCTURE REPAI R OR REPLACEMENT IS NOT TO BE
PERFORMED. THE LI CENSED CONTRACTOR SHALL ATTACH TO THE AFFI DAVI T
ALL PERTI NENT CONTRACTS, | NVO CES, AND RECEI PTS AND SHALL SWEAR
THAT THESE ATTACHED PAPERS CORRECTLY | NDI CATE THE NATURE AND
EXTENT OF THE WORK PERFCRMED TO DATE BY THE LI CENSED CONTRACTOR
AND THE MATERI ALS USED.

(© AN I NSPECTI ON OF THE | NSURED REAL PROPERTY TO VERI FY
THAT REPAI R, REPLACEMENT, OR CLEARI NG HAS BEEN COWMPLETED | N
ACCORDANCE W TH SUBSECTI ON (5).

(7) IF WTH RESPECT TO A LOSS, REASONABLE PROOF |'S NOT
RECEI VED BY OR SHOM TO AN AUTHORI ZED REPRESENTATI VE OF THE CI TY,
VI LLAGE, OR TOMSHI P DESI GNATED BY THE GOVERNI NG BODY OF THE

04710' 97 (H 1)



© 00 N o 0o b~ W DN P

NN N NDNNNDNRRRRR R R R B R
N o o b~ WON P O O 0N oA WDN PP O

HB 5344, As Passed Senate, June 10, 1998

House Bill No. 5344 7
CITY, VILLAGE, OR TOMNSH P WTH N 120 DAYS AFTER THE PQOLI CY
PROCEEDS PORTI ON WAS RECEI VED BY THE TREASURER, THE CITY, VIL-
LAGE, OR TOMWSHI P SHALL USE THE RETAI NED PROCEEDS TO SECURE,
REPAI R, OR DEMOLI SH THE DAMAGED OR DESTROYED STRUCTURE AND CLEAR
THE PROPERTY I N QUESTI ON, SO THAT THE STRUCTURE AND PROPERTY ARE
| N COVPLI ANCE W TH LOCAL CODE REQUI REMENTS AND APPLI CABLE ORDI -
NANCES OF THE CITY, VILLAGE, OR TOMSH P. ANY UNUSED PORTI ON OF
THE RETAI NED PROCEEDS SHALL BE RETURNED TO THE | NSURED. THE
CITY, VILLAGE, OR TOMNSHI P MAY EXTEND THE 120- DAY Tl ME PERI OD
LI STED IN THI S SUBSECTI ON.

(8 THERE I'S NO LI ABILITY ON THE PART OF, AND A CAUSE OF
ACTI ON DCES NOT ARI SE AGAI NST, AN I NSURER OR AN AGENT OR EMPLOYEE
OF AN I NSURER FOR W THHOLDI NG OR TRANSFERRI NG MONEY | N THE COURSE
OF COVPLYI NG OR ATTEMPTI NG TO COWLY WTH THI S SECTION. | F THERE
IS A DI SPUTE WTH A LI ENHOLDER CONCERNI NG THE DI STRI BUTI ON OF AN
AMOUNT W THHELD FROM PAYMENT UNDER THI S SECTI ON, THE | NSURER MAY
FILE AN ACTION IN CIRCU T COURT TO | DENTI FY ALL PARTI ES THAT MAY
HAVE A FI NANCI AL | NTEREST I N THE W THHELD AMOUNT AND TO DETERM NE
HOW THE W THHELD AMOUNT SHOULD BE DI STRI BUTED.

(9) THI S SECTI ON APPLI ES ONLY TO PROPERTY LOCATED IN A C TY,
VI LLAGE, OR TOWNSHI P DESCRI BED I N SUBSECTION (12) |IF THE C TY,
VI LLAGE, OR TOMWNSHI P PURSUANT TO A RESOLUTI ON BY | TS GOVERNI NG
BODY NOTI FI ES THE COWM SSI ONER | N WRI TI NG THAT THE CI TY, VI LLAGE,
OR TOWNSHI P HAS ESTABLI SHED A TRUST OR ESCROW ACCOUNT TO BE USED
AS PRESCRIBED IN THI S SECTI ON AND | NTENDS TO UNI FORMLY APPLY THI' S
SECTI ON W TH RESPECT TO ALL PROPERTY LOCATED WTHIN THE CI TY,
VI LLAGE, OR TOMWSHI P FOLLOW NG WRI TTEN NOTI FI CATI ON TO THE
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COM SSI ONER.  THE COW SSI ONER SHALL PREPARE AND DI STRI BUTE A

LI ST OF ALL G TIES, VILLAGES, AND TOMNSH PS THAT HAVE ELECTED TO
APPLY THI' S SECTI ON TO ALL | NSURANCE COVPANI ES TRANSACTI NG PROP-
ERTY | NSURANCE IN TH S STATE.

(10) A CTY, VILLAGE, OR TOMNNSH P MAY APPLY TO BE ADDED TO
THE LI ST BY MAKI NG A WRI TTEN REQUEST FOR ADDI TI ON TO THE
COM SSI ONER.  VWHEN A WRI TTEN REQUEST FOR ADDI TI ON FROM A CI TY,
VI LLAGE, OR TOMNSHI P HAS BEEN RECEI VED BY THE COW SSI ONER, AN
AMENDED LI ST SHALL BE PREPARED AND DI STRI BUTED | NDI CATI NG THE
ADDI TI ON. THE ADDI TI ON SHALL BE EFFECTI VE ON THE DATE SPECI FI ED
BY THE COW SSI ONER | N THE AMENDMENT. THE COWM SSI ONER SHALL
NOTI FY THE CI TY, VILLAGE, TOMSH P, AND | NSURANCE COMPANI ES COF
THE EFFECTI VE DATE OF THE ADDI TI ON WH CH SHALL BE EFFECTI VE NOT
LESS THAN 30 DAYS AFTER RECEI PT OF NOTI CE BY THE | NSURANCE
COMPANY. A CITY, VILLAGE, OR TOMSH P SHALL NOT APPLY TH S SEC-
TION TO ANY LOSS THAT OCCURRED BEFORE THE EFFECTI VE DATE OF THE
ADDI T1 ON.

(11) ACQTY, VILLAGE, OR TOMNSH P MAY REQUEST TO BE DELETED
FROM THE LI ST OR MAY CEASE TO APPLY TH S SECTI ON FOR A PERI GD OF
NOT LESS THAN 6 MONTHS UPON NOT LESS THAN 30 DAYS WRI TTEN NOTI CE
TO THE COW SSI ONER. AFTER RECEI PT OF A REQUEST TO BE DELETED
FROM THE LI ST, THE COWM SSI ONER SHALL PREPARE AND DI STRI BUTE AN
AMENDMENT TO THE LI ST | NDI CATI NG THE DELETI ON. THE DELETI ON
SHALL BE EFFECTI VE ON THE DATE SPECI FI ED BY THE COW SSI ONER | N
THE AMENDMENT. THE COW SSI ONER SHALL NOTI FY THE C TY, VI LLAGE,
TOWNSHI P, AND | NSURANCE COVPANI ES OF THE EFFECTI VE DATE OF THE
DELETI ON WHI CH SHALL BE EFFECTI VE NOT LESS THAN 30 DAYS AFTER
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RECEI PT OF THE NOTI CE BY THE | NSURANCE COVPANY. A CI TY, WILLAGE,
OR TOANSHI P SHALL CONTI NUE TO APPLY THI'S SECTI ON TO ANY LOSS THAT
OCCURRED BEFORE THE EFFECTI VE DATE OF THE DELETI ON, NOTW THSTAND-
| NG THE DELETI ON.

(12) TH'S SECTI ON APPLI ES ONLY TO | NSURED REAL PROPERTY
LOCATED IN CI TIES, VILLAGES, AND TOANSHI PS THAT ARE LOCATED I N
COUNTI ES W TH A POPULATI ON OF 425,000 OR MORE AND TO | NSURED REAL
PROPERTY LOCATED IN CI TIES, VILLAGES, AND TOWNSHI PS THAT ARE
LOCATED | N COUNTI ES W TH A POPULATI ON OF LESS THAN 425, 000 | F THE
CITY, VILLAGE, OR TOAWNSHI P HAS A POPULATI ON OF 50,000 OR NMORE.

THI 'S SECTI ON APPLI ES TO | NSURED REAL PROPERTY LOCATED IN A C TV,
VI LLAGE, OR TOWNSHI P THAT HAS ELECTED TO APPLY THI S SECTI ON AS
PROVI DED | N SUBSECTI ON (9) OR (10) OR THAT HAS BEEN | NCLUDED I N
THI S SECTI ON AS PROVI DED | N SUBSECTI ON (13).

(13) CITIES, VILLAGES, AND TOANSH PS LOCATED | N COUNTI ES
W TH A POPULATI ON OF 425, 000 OR MORE AND CI TI ES, VI LLAGES, AND
TOMSHI PS THAT ARE LOCATED | N COUNTI ES W TH A POPULATI ON OF LESS
THAN 425,000 | F THE CITY, VILLAGE, OR TOANSHI P HAS A POPULATI ON
OF 50, 000 OR MORE AND THAT ARE ON THE LI ST PREPARED BY THE COW
M SSI ONER UNDER SECTI ON 2845(9) OR (10) ON OCTOBER 1, 1998 ARE
AUTOVATI CALLY | NCLUDED AS PARTI Cl PANTS | N THE PROCEDURE ESTAB-

LI SHED I N THI S SECTI ON UNLESS THE CI TY, VILLAGE, OR TOASHI P
MAKES A WRI TTEN REQUEST TO BE DELETED PURSUANT TO SUBSECTI ON
(11).

(14) THE COWM SSI ONER SHALL PREPARE AND DI STRI BUTE TO ALL
| NSURANCE COVPANI ES TRANSACTI NG PROPERTY | NSURANCE | N THI S STATE
BY NOVEMBER 1, 1998 NEW LI STS | NDI CATI NG WHI CH CI TI ES, VI LLAGES,
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AND TOWNSHI PS ARE SUBJECT TO THI'S SECTI ON AND WHI CH CI TI ES,
VI LLAGES, AND TOWNSHI PS ARE SUBJECT TO SECTI ON 2845.

(15) THE W THHOLDI NG REQUI REMENTS OF THI S SECTI ON DO NOT
APPLY | F ALL OF THE FOLLOW NG OCCUR:

(A) WTH N 15 DAYS AFTER AGREEMENT ON A FI NAL SETTLEMENT
BETWEEN THE | NSURED AND THE | NSURER, THE | NSURED HAS FI LED W TH
THE | NSURER EVI DENCE OF A CONTRACT TO REPAI R AS DESCRI BED | N SUB-
SECTI ON ( 6) .

(B) THE | NSURED CONSENTS TO THE PAYMENT OF FUNDS DI RECTLY TO
THE LI CENSED CONTRACTOR PERFORM NG THE REPAI R SERVI CES. FUNDS
RELEASED UNDER THI S SUBDI VI SI ON MAY BE FORWARDED ONLY TO A
LI CENSED CONTRACTOR PERFORM NG THE REPAI R SERVI CES ON THE | NSURED
PROPERTY.

(© ON RECEI PT OF THE CONTRACT TO REPAI R, THE | NSURER d VES
NOTI CE TO THE CITY, VILLAGE, OR TOMNSHI P I N WHI CH THE PROPERTY I S
SI TUATED THAT THERE W LL NOT BE A W THHOLDI NG UNDER THI S SECTI ON
BECAUSE OF THE REPAI R CONTRACT.

(16) IF THE I NSURED AND THE | NSURER HAVE AGREED ON THE DEMO
LITION COSTS OR THE DEBRI S REMOVAL COSTS AS PART OF THE FI NAL
SETTLEMENT OF THE REAL PROPERTY | NSURED CLAIM THE | NSURER SHALL
W THHOLD 1 OF THE FOLLOW NG SUMS, WHI CHEVER SUM | S THE LARGEST,
AND SHALL PAY THAT SUM I N ACCORDANCE W TH THI S SECTI ON:

(A) THE AGREED COST OF DEMOLI TI ON OR DEBRI S REMOVAL.

(B) TVENTY- FI VE PERCENT OF THE ACTUAL CASH VALUE OF THE
| NSURED REAL PROPERTY AT THE TI ME OF LOSS SO LONG AS THI S AMOUNT
FOR RESI DENTI AL PROPERTY DOES NOT EXCEED $6, 000. 00 ADJUSTED
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ANNUALLY BEG NNI NG JUNE 1, 1999 | N ACCORDANCE W TH THE CONSUMER
PRI CE | NDEX.

(C) TVEENTY- FI VE PERCENT OF THE FI NAL SETTLEMENT OF THE
| NSURED REAL PROPERTY CLAI M SO LONG AS THI S AMOUNT FOR RES| DEN-
TI AL PROPERTY DOES NOT EXCEED $6, 000. 00 ADJUSTED ANNUALLY BEG N-
NI NG JUNE 1, 1999 | N ACCORDANCE W TH THE CONSUMER PRI CE | NDEX.

(17) THI'S SECTI ON APPLI ES ONLY TO FI NAL SETTLEMENTS THAT
EXCEED 49% OF THE | NSURANCE ON THE | NSURED REAL PROPERTY.

(18) | F AN | NSURER W THHOLDS PAYMENT UNDER A POLICY | N GOOD
FAl TH BECAUSE OF SUSPECTED ARSON, FRAUD, OR OTHER QUESTI ON CON-
CERNI NG COVERAGE, THI'S SECTI ON DOES NOT APPLY UNTIL THE | SSUE OR
QUESTI ON | S RESOLVED AND FI NAL SETTLEMENT |'S MADE.

(19) AS USED IN THI S SECTI ON:

(A) "CONSUMER PRI CE | NDEX" MEANS THAT TERM AS DEFI NED | N
SECTI ON 2080.

(B) "FINAL SETTLEMENT" MEANS A DETERM NATI ON OF THE AMOUNT
DUE AND ON NG TO THE | NSURED FOR A LOSS TO | NSURED REAL PROPERTY,
BUT DOES NOT | NCLUDE CONTENTS DAMAGE, LOSSES TO PERSONAL PROPER-
TY, OR ADDI TI ONAL COVERAGE NOT CONTAI NED | N THE BUI LDI NG COVERAGE
PORTI ON OF THE FI RE | NSURANCE POLI CY, WWHI CH DETERM NATI ON |'S MADE
BY ANY OF THE FOLLOW NG MEANS:

(i) ACCEPTANCE OF A PROOF OF LOSS BY THE | NSURER.

(ii) EXECUTI ON OF A RELEASE BY THE | NSURED.

(iii) ACCEPTANCE OF AN ARBI TRATI ON AWARD BY BOTH THE | NSURED
AND THE | NSURER,

(iv) JUDGVENT OF A COURT OF COMPETENT JURI SDI CTI ON.
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(© "HOVE | NSURANCE" MEANS THAT TERM AS DEFI NED I N SECTI ON
2103.

(D) "RESI DENTI AL PROPERTY" MEANS PROPERTY ON VWH CH HOVE
| NSURANCE CAN BE | SSUED

Enacting section 1. (1) Section 2227(1), (2), (3), (4),
(5), (6), (7)., (8), (9), (10), (11), (12), (13), (15), (16),
(17), (18), and (19) of the insurance code of 1956, 1956 PA 218,
MCL 500. 2227, as added by this anmendatory act, take effect
January 1, 1999 and apply to any loss that occurs on and after
January 1, 1999.

(2) Section 2227(14) of the insurance code of 1956, 1956 PA
218, MCL 500. 2227, as added by this anendatory act, takes effect
Cct ober 1, 1998.
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