SB0360, As Passed House, February 18, 1998

S.B. 360

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by anendi ng sections 2027, 2121, 2264, 2925a, and 5208a (MCL
500. 2027, 500.2121, 500.2264, 500.2925a, and 500.5208a),
sections 2121 and 2925a as anended by 1980 PA 461 and
section 5208a as added by 1981 PA 189.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 2027. Unfair nethods of conpetition and unfair or

deceptive acts or practices in the business of insurance

i ncl ude:

(a) Refusing to insure, or refusing to continue to insure,

or limting the amount of coverage available to an individual

ri sk because of any of the follow ng:
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(1) Race, color, creed, marital status, sex, or national
origin, except that marital status may be used to classify
i ndi viduals or risks for the purpose of insuring famly units.

(11) The residence, age, —hantieap— D SABILITY, or |awful
occupation of the individual or the l|ocation of the risk, unless
there is a reasonable rel ationship between the residence, age,
—handiecap— DI SABI LI TY, or |awful occupation of the individual or
the location of the risk and the extent of the risk or the cover-
age issued or to be issued, but subject to subparagraph (1in).
This section shall not prohibit an insurer fromspecializing in
or limting its transactions of insurance to certain occupational
groups, types, or risks as approved by the comm ssioner of
i nsurance. The comm ssioner shall approve the specialization for
an insurer licensed to do business in this state and whose arti -
cles of incorporation contained a provision on July 1, 1976,
requi ring that specialization.

(iim) For property insurance, the |location of the risk,
unl ess there is a statistically significant relationship between
the location of the risk and a risk of loss due to fire within
the area in which the insured property is located. As used in
t hi s subparagraph, "area" neans a single zip code nunber under
the zoning inprovenent plan of the United States postal service.

(b) Refusing to insure or refusing to continue to insure an
i ndividual or risk solely because the insured or applicant was
previ ously deni ed i nsurance coverage by an insurer.

(c) Charging a different rate for the sane coverage based on

sex, marital status, age, residence, |ocation of risk, —hanticap—
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Dl SABI LI TY, or lawful occupation of the risk unless the rate
differential is based on sound actuarial principles, a reasonable
classification system and is related to the actual and credible
| oss statistics or reasonably anticipated experience in the case
of new coverages. This subdivision shall not apply if the rate
has previously been approved by the comm ssioner.

Sec. 2121. (1) If an insurer uses an inspection of a dwell-
ing to determ ne whether the insured or applicant is an eligible
person for home insurance, criteria for selecting dwellings for
i nspection shall not be based upon any of the foll ow ng:

(a) Location, whether by political subdivision, census
tract, zip code, neighborhood, or area which may be described as
a bl ock, set of blocks, or by street coordinates.

(b) The age of the dwelling or the age of its plunbing,
heating, electrical, or structural conponents, or of any other
conponents which forma part of the dwelling.

(c) The market value of a dwelling, unless the value is used
as a mni mum val ue above which all dwellings will be inspected.

(d) The ampunt of insurance, unless the anmount is used as a
m ni mum above which all dwellings wll be inspected.

(e) Race, color, creed, marital status, sex, nationa
origin, residence, age, —handicap— DI SABILITY, or |awful
occupati on.

(2) If an insurer establishes an inspection program which
provi des for inspection of a portion of its existing business on
a periodic basis, the inspection programshall not be based upon

any of the criteria in subsection (1).

01870' 97



© 00 N o 0o A~ W DN P

N N NN NNDNRRERRRR R R R R
o o0~ WO NP O © 0N O O W N L O

SB0360, As Passed House, February 18, 1998
4

(3) Criteria for selecting dwellings for inspection shall be
filed with the conm ssioner for informational purposes only. The
conmi ssioner, after a hearing held pursuant to —Act—No—366——6f
the—+PubHec—Acts—of—1969,—as—anended— THE ADM NI STRATI VE PROCE-
DURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328, shall dis-
approve the further use of inspection criteria, if the comm s-
sioner finds that the criteria are inconsistent with the provi-
sions of this chapter.

(4) There shall be no civil liability, other than contrac-
tual liability where applicable, on the part of, and a cause of
action of any nature shall not arise against, the comm ssioner,
an insurer, an inspection bureau, or an authorized representa-
tive, agent, enployee, affiliate of the conm ssioner, an insurer,
or an inspection bureau or any |icensed insurance agent, for acts
or omssions related solely to the physical condition of the
property in an inspection conducted for insurance purposes pursu-
ant to this chapter.

Sec. 2264. Any contract or insurance policy hereinafter
delivered in this state providing for hospital care or reinburse-
ment for such care of the policyhol ders and dependents which pro-
vides for term nation of dependent coverage at a specified age
shall not apply to an unmarried child of the policyhol der who is
i ncapabl e of self-support due to nental retardation or physical
—handteap— DI SABILITY, and who i s dependent upon such policy-
hol der for support and mai ntenance, if the policyhol der submts

sati sfactory proof of such dependent's incapacity to the
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i nsurance carrier not later than 31 days after the attai nnment of
the age limt by such dependent child.

Sec. 2925a. (1) Any qualified applicant for honme insurance
may apply to the pool for hone insurance. The formof the appli-
cation shall be prescribed by the comm ssioner.

(2) If the pool finds upon inspection that the property is
qualified property for honme insurance and that the person is a
qualified applicant for hone insurance, then the pool in its own
name or in the name of a servicing facility, upon receipt of the
prem um shall issue a policy of home insurance under the pool's
underwiting program Policies issued in the nanme of a servicing
facility may be reinsured by the pool.

(3) If the pool finds that the property is not qualified
property for home insurance or that the applicant is not a quali-
fied applicant for hone insurance, the applicant shall be enti-
tled to a witten statenment setting forth the features of the
property or conditions which prevent it fromconstituting quali-
fied property or the applicant frombeing a qualified applicant
and the neasures which nust be taken in order to make the prop-
erty qualified property for honme insurance or to nake the appli-
cant a qualified applicant for home insurance.

(4) Policies issued by the pool or a servicing facility
shall have a termof 1 year.

(5) Policies issued by the pool or a servicing facility may
be renewed upon property otherw se neeting the conditions of this
chapter for 2 consecutive successive terns wthout additional

i nspection, if the pool waives the inspection. However, the
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selection of dwellings for inspection upon renewal of policies
shal | not be based upon any of the foll ow ng:

(a) Location, whether by political subdivision, census
tract, zip code, neighborhood, or area which may be described as
a bl ock, set of blocks, or by street coordinates.

(b) The age of the dwelling or the age of its plunbing,
heating, electrical, or structural conponents, or of any other
conponents which forma part of the dwelling.

(c) The market value of a dwelling, unless the value is used
as a mni mum val ue above which all dwellings will be inspected.

(d) The ampunt of insurance, unless the anmount is used as a
m ni mum above which all dwellings will be inspected.

(e) Race, color, creed, marital status, sex, nationa
origin, residence, age, —hantieap— DI SABILITY, or |awf ul
occupati on.

(6) The pool, upon receipt of an appropriate prem um nay
cause the issuance of binders for the applied for insurance for a
peri od not exceeding 60 days upon property which at the tine of
i ssuance of the binders has not conplied wwth all the applicable
conditions of this chapter.

Sec. 5208a. (1) As used in this section:

(a) "Noninsured benefit plan" neans a benefit plan w thout
i nsurance or the noninsured portion of a benefit plan which has
specific or aggregate excess | 0ss insurance.

(b) "Process a claint neans the services perfornmed in con-
nection with a claimfor benefits including the disbursenment of

benefit anounts.
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(2) An insurer providing services under section 5208 in
connection with a noninsured benefit plan, with respect to such
services, shall not do any of the follow ng:

(a) Msrepresent pertinent facts relating to coverage.

(b) Fail to acknow edge pronptly or to act reasonably and
pronptly upon conmuni cations with respect to a claimfor
benefits.

(c) Fail to adopt and inplenent reasonabl e standards for the
pronpt investigation of a claimfor benefits.

(d) Refuse to process clainms wthout conducting a reasonabl e
i nvestigation based upon the avail able information.

(e) Fail to comrunicate affirmation or denial of coverage of
a claimfor benefits within a reasonable tine after a claimhas
been recei ved.

(f) Fail to attenpt in good faith to pronptly, fairly, and
equitably process a claimfor benefits.

(g) Knowi ngly conpel covered individuals to institute liti-
gation to recover anounts due under a benefit plan by offering
substantially less than the anounts due.

(h) For the purpose of coercing a covered individual to
accept a settlenent or conpromse in a claim informthe covered
i ndi vidual of a policy of appealing adm nistrative hearing deci -
sions which are in favor of covered individuals.

(1) Delay the investigation or processing of a claimby
requiring a covered individual, or the provider of services to

the covered individual, to submt a prelimnary claimand then
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requiring subsequent subm ssion of a formal claim seeking solely
the duplication of a verification.

(j) Fail to pronptly provide a reasonabl e expl anation of the
basis for denial or partial denial of a claimfor benefits.

(k) Fail to pronmptly process a claimwhere liability has
beconme reasonably clear under 1 portion of a benefit plan in
order to influence a settlenent under another portion of the ben-
efit plan.

() Refuse to enter into a service contract nor refuse to
provi de services under a service contract because of race, color
creed, marital status, sex, national origin, residence, age,
—handieap— DI SABI LI TY, or |awful occupation.

(3) An insurer providing services under section 5208 in con-
nection wth a noninsured benefit plan shall not, in order to
i nduce a person to contract or to continue to contract with the
insurer for the provision of services under a service contract
offered by the insurer; to induce a person to |apse, forfeit, or
surrender a policy or service contract issued by the insurer; or
to induce a person to secure or term nate coverage w th anot her
insurer, health care corporation, health maintenance organi za-
tion, or other person, directly or indirectly:

(a) Issue or deliver to the person noney or any other val u-
abl e consi deration.

(b) Ofer to nmake or nmake an agreenent relating to a service
contract other than as plainly expressed in the service

contract.
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(c) Ofer to give or pay, or give or pay, directly or
indirectly, a rebate or adjustnent of the rate payable on the
service contract, or an advantage in the services thereunder,
except as reflected in the rate and expressly provided in the
service contract. Readjustnent of the rate for services provided
under the service contract nmay be made at the end of any contract
year or contract period and may be nmde retroactive.

(d) Make, issue, or circulate, or cause to be nmade, issued,
or circulated, any estimate, illustration, circular, or statenent
m srepresenting the terns of a service contract, the advantages
provi ded t hereunder, or the true nature thereof.

(e) Make a m srepresentation in a conparison, whether ora
or witten, between service contracts of the insurer or between
service contracts of the insurer and another insurer, health care
corporation, health mai ntenance organi zation, or other person.

(4) When the comm ssioner has probable cause to believe that
an insurer is violating, or has violated subsection (2), indicat-
ing a persistent tendency to engage in conduct prohibited by that
subsection, or has probable cause to believe that an insurer is
violating —— or has viol ated subsection (3), he or she shal
give witten notice to the insurer, pursuant to the adm nistra-
tive procedures act OF 1969, —-Aet—No—3066—0of—thePublHec-Acts—of

, ed—bei . . . . oy ki
Cotrptted—taws— 1969 PA 306, MCL 24.201 TO 24.328, setting forth
t he general nature of the conpl aint against the insurer and the
proceedi ngs contenpl ated under this section. Before the issuance

of a notice of hearing, the staff of the bureau of insurance
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responsible for the matters which would be at issue in the
hearing shall give the insurer an opportunity to confer and dis-
cuss the possible conplaint and proceedings in person with the
comm ssioner or a representative of the comm ssioner, and the
matter may be di sposed of sunmmarily upon agreenent of the
parties. This subsection shall not be construed to dimnish the
right of a person to bring an action for damages under this
section.

(5) A hearing held pursuant to subsection (4) shall be held
pursuant to the adm nistrative procedures act OF 1969, 1969 PA
306, MCL 24.201 TO 24.328. |If, after the hearing, the comm s-
sioner determnes that the insurer is violating, or has violated
subsection (2), indicating a persistent tendency to engage in
conduct prohibited by that subsection, or has violated or is vio-
| ati ng subsection (3), the comm ssioner shall reduce his or her
findings and decision to witing, and shall issue and cause to be
served upon the insurer a copy of the findings and an order
requiring the insurer to cease and desist fromengaging in the
prohi bited activity. The conmm ssioner nay at any tine, by order,
and after notice and opportunity for a hearing, reopen and alter,
nmodi fy, or set aside, in whole or in part, an order issued by him
or her under this subsection, when in his or her opinion condi-
tions of fact or |aw have so changed as to require that action,
or if the public interest so requires.

(6) An insurer providing services under section 5208 in con-
nection with a noninsured benefit plan shall process clains for

benefits on a tinely basis. Wen not paid on a tinely basis,
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benefits payable to a covered individual shall bear sinple
interest froma date 60 days after a satisfactory claimformwas
received by the insurer, at a rate of 12% i nterest per annum
The interest shall be paid by the noninsured benefit plan in
addition to, and at the tinme of paynent of, the claim

(7) An insurer providing services under section 5208 in con-
nection with a noninsured benefit plan shall specify in witing
the materials which constitute a satisfactory claimform not
| ater than 30 days after receipt of a claim unless the claimis
settled within 30 days. If aclaimformis not supplied as to
the entire claim the anount supported by the claimformshall be
considered to be paid on a tinmely basis if paid within 60 days
after receipt of the claimformby the insurer.

(8) An insurer providing the services under section 5208 in
connection wth a noninsured benefit plan shall provide in its
service contract a provision that the person contracting for the
services in connection with a noninsured benefit plan shal
notify each covered individual what services are being provided;
the fact that individuals are not insured or are only partially
insured, as the case may be; which party is liable for paynent of
benefits; and of future changes in benefits.

(9) An insurer which violates this section shall be subject
to the sane penalties as provided in section 2038.

(10) The sections and subsections of this act are declared
to be severable and if any court of conpetent jurisdiction finds
that any section or subsection is invalid, the remaining sections

or subsections shall remain in full force and effect.
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