HB5692, As Passed House, May 21, 1998

SUBSTITUTE FOR
HOUSE BILL NO. 5692

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by anendi ng section 3020 (MCL 500. 3020), as anmended by 1996
PA 77.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 3020. (1) A policy of casualty insurance, except
wor ker' s conpensati on AND MORTGAGE GUARANTY | NSURANCE, i ncl udi ng
all classes of notor vehicle coverage, shall not be issued or
delivered in this state by an insurer authorized to do business
in this state for which a prem um or advance assessnent is
charged, unless the policy contains the foll ow ng provisions:

(a) That the policy may be canceled at any tine at the
request of the insured, in which case the insurer shall refund

the excess of paid prem um or assessnent above the pro rata rates
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for the expired time, except as otherw se provided in subsections
(2), (3), and (4).

(b) That the policy may be canceled at any tine by the
insurer by mailing to the insured at the insured' s address | ast
known to the insurer or an authorized agent of the insurer, with
postage fully prepaid, a not |less than 10 days' witten notice of
cancellation wth or without tender of the excess of paid prem um
or assessnent above the pro rata premumfor the expired tine.

(c) That the m ninmum earned prem um on any policy cancel ed
pursuant to this subsection, other than autonobile insurance as
defined in section 2102(2)(a) and (b), shall not be |less than the
pro rata premumfor the expired tinme or $25.00, whichever is
greater.

(2) An insurer may file a rule with the conm ssi oner provid-
ing for a mninumretention of premumfor autonobile insurance
as defined in section 2102(2)(a) and (b). The rule shal
descri be the circunstances under which the retention —shatH—be—
| S applied and shall set forth the anbunt to be retained, which
—shat—be— IS subject to the approval of the comm ssioner. The
rule shall include, but need not be limted to, the follow ng
provi si ons:

(a) That a mnimumretention shall be applied only when the
anount exceeds the amount —whieh— THAT woul d have been retained
had the policy been canceled on a pro rata basis.

(b) That a mnimumretenti on —shat+— DOES not apply to

renewal policies.
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(c) That a mnimumretenti on —shat+— DOES not apply when a
policy is canceled for the foll ow ng reasons:

(1) The insured is no longer required to maintain security
pursuant to section 3101(1).

(11) The insured has replaced the autonobile insurance
policy being canceled with an autonobile insurance policy from
anot her insurer and provides proof of the replacenent coverage to
t he canceling insurer.

(3) Notw thstandi ng subsection (1), an insurer may issue a
noncancel abl e, nonrefundabl e, 6-nmonth prepaid autonobile insur-
ance policy in order for an insured to neet the registration
requi renments of section 227a of the M chigan vehicle code, —Aet
No—300—of—thePubHtAets—of 1949 —betrng——sectton25+22Fa—of—the
M-echi-gan—Corptted—taws— 1949 PA 300, MCL 257.227A.

(4) An insurer may provide for a short rate prem umfor
i nsurance on a notorcycle, watercraft, off-road vehicle, or
snowmobile. As used in this subsection:

(a) "Mdtorcycle" neans that termas defined in section
3101.

(b) "Of-road vehicle" nmeans an ORV as defined in section
81101 of -—part—8tt+{off-—road—r+ecreation—vehtetes—of— the natural
resources and environnental protection act, —-Aect—No—451+-ofthe

i : e . . . oy ek
Corrptted—taws— 1994 PA 451, MCL 324.81101.

(c) "Snowrobil e" neans that termas defined in section 82101

of —part—821+(snowrobttes)—of—Act—No—451of the PublieAets—of
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NATURAL RESOURCES AND ENVI RONMENTAL PROTECTI ON ACT, 1994 PA 451,
MCL 324.82101.

(d) "Watercraft"” means that termas defined in section 80301
of —part—863—{waterecraft—transter—and—certifHecateof t+tt+e)—of
Act—No—451t—of thePublieAets—of 1994, —betng——sectton—324-8636%
of—the—M-echtgan—Conptted—taws— THE NATURAL RESOURCES AND ENVI RO\
MENTAL PROTECTI ON ACT, 1994 PA 451, MCL 324. 80301.

(5) Cancellation as prescribed in this section —shatHH—be— IS
W t hout prejudice to any claimoriginating before the
cancellation. The mailing of notice —shatHH—be— IS prima facie
proof of notice. Delivery of witten notice —shatH—be— | S equi v-
alent to mailing.

(6) A notice of cancellation, including a cancellation
noti ce under section 3224, shall be acconpanied by a statenent
that the insured shall not operate or permt the operation of the
vehicle to which notice of cancellation is applicable, or operate
any other vehicle, unless the vehicle is insured as required by
I aw.

(7) An insurer who w shes to provide for a short rate pre-

m um under subsection (4) shall file with the comm ssioner pursu-
ant to chapter 24 or 26 a rule establishing a short rate

premum The rule shall describe the circunmstances under which
the short rate —shat+—be— IS applied and shall set forth the
anount or percentage to be retained.

(8) [A MORTGAGOR WHO PAYS PREM UMS FOR MORTGAGE GUARANTY

| NSURANCE SHALL BE ENTI TLED TO THE NOTI FI CATI ON | NFORVATI ON
REQUI RED BY | THE
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TH S SUBSECTI ON:

(A) "MORTGAGE" MEANS AN EXTENSI ON OF CREDI T SECURED BY A
FIRST LIEN ON A SINGLE FAM LY RESIDENCE IN THI'S STATE WH CH | S,
AT THE TIME OF THE EXTENSI ON OF CREDI T, | NTENDED TO BE
OWNER- OCCUP| ED.

(B) "MORTGAGEE" MEANS A PERSON THAT MAKES A MORTGAGE.

(C) " MORTGAGE GUARANTY | NSURANCE" MEANS | NSURANCE TO PROTECT
A MORTGAGEE AGAI NST THE NONPAYMENT OF OR DEFAULT ON A MORTGAGE,
THE PREM UMS OF WHI CH ARE PAI D BY THE MORTGAGOR AND ON WHI CH THE
MORTGAGEE | S THE NAMED | NSURED.

(D) "MORTGAGOR' MEANS AN | NDI VI DUAL WHO HAS G VEN A MORTGAGE
FOR WH CH A MORTGAGEE HAS REQUI RED PRI VATE MORTGAGE | NSURANCE.

(E) "PRI VATE MORTGAGE | NSURANCE" OR "PM " MEANS MORTGAGE
GUARANTY | NSURANCE OTHER THAN MORTGAGE | NSURANCE MADE AVAI LABLE
UNDER THE NATI ONAL HOUSI NG ACT, CHAPTER 847, 48 STAT. 1246, TITLE
38 OF THE UNI TED STATES CODE, 38 U.S.C. 101 TO 8528, OR TITLE V
OF CHAPTER 338, 63 STAT. 432, 42 U.S.C. 1471 TO 1474, 1475 TO
1481, 1483 TO 1487, 1489 TO 1490f, 1490h, 1490j TO 14900, AND
1490p-1 TO 1490r .
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