HB4029, As Passed House, May 1, 2001

SUBSTI TUTE FOR
HOUSE BI LL NO. 4029

Abill to anend 1956 PA 218, entitled

"The i nsurance code of

1956, "

by amendi ng section 2117 (MCL 500.2117), as anended by 1980 PA

461.
THE PEOPLE

OF THE STATE OF M CH GAN ENACT:

Sec. 2117. (1) As a condition of maintaining its certifi-

cate of authority, an i
to continue to insure,

gi bl e person for hone

nsurer shall not refuse to insure, refuse
or limt the coverage available to an eli-

nsurance, except in accordance wth under-

witing rules established pursuant to this section and section

2119. An insurer shal

not establish underwiting rules for hone

i nsurance for contracts providing identical coverages that differ

fromthose of any affil
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(2) The underwriting rules —wheh— THAT an insurer nay
establish for hone insurance shall be based only on the
fol | ow ng:

(a) Criteria identical to the standards set forth in section
2103(2).

(b) The physical condition of the property insured or to be
i nsured, provided the underwiting rules are objective, are
directly related to the perils insured against, and, wthout
regard to the age of the structure, are based upon the specific
provi sions of a national, state, or |ocal housing and safety
code, a manufacturer's specification, or standards of simlar
specificity. [If an applicant or insured obtains a certificate of
conpliance or habitation issued by an appropriate governnental
unit or agency, certifying that a building is in substantial com
pliance with | ocal housing and safety codes, the certificate
—shatt—ecreate— CREATES a rebuttabl e presunption that the dwelling
neets the insurer's underwiting rules relating to physical
condi ti on.

(c) For the renewal of a hone insurance policy, the liabil-
ity claimhistory of the person insured or to be insured during
the 3-year period inmmediately preceding renewal of the policy, if
that history is based on 1 or both of the foll ow ng:

(i) daimexperience arising out of an insured's
negl i gence.

(ii)) Failure by the insured, after witten notice fromthe
insurer, to correct a physical condition —whieh— THAT is directly
related to a paid liability claimor —whteh— THAT presents a

H00985' 01 (H- 1)
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House bill No. 4029 3
clear risk of a significant loss under the liability portion of a
honeowners policy.

(d) For new policies only, physical conditions —whieh— THAT
clearly present an extrene |ikelihood of a significant |oss under
the liability coverages of a hone insurance policy.

(e) The relationship between nmarket val ue and repl acenent
cost of a dwelling insured or to be insured for a replacenent
cost policy, if a repair cost policy is offered by that insurer
pursuant to subsection (3).

(f) For nonrenewal of home insurance policies, the claim

hi story under the policy, excluding liability clainms, —+fthere

has—been—t—or—rnoere—of thefoHHowng— AS FOLLONG:

() I el b hei ' I '

o r _ ’ e :

weather—retated—<etatws— | F THERE HAS BEEN 1 OR MORE OF THE
FOLLOW NG

(A) THREE PAID CLAIMS WTHI N THE | MVEDI ATELY PRECEDI NG
3- YEAR PERI OD TOTALI NG $1, 500. 00 OR MORE, EXCLUSI VE OF
WEATHER- RELATED CLAI V5.

(B) THREE PAID CLAIMS WTH N THE | MVEDI ATELY PRECEDI NG
3- YEAR PERI OD TOTALI NG $2, 000. 00 OR MORE, | NCLUDI NG
VEATHER- RELATED CLAI V5.

(i) —TFhree—pard—etatms—wthrthet+rredtatelypreceding
od r , _ i nebudi
weather—retated—<ctatms— A H STORY OF 3 OR MORE PAI D CLAI M5
W TH N AN | MVEDI ATELY PRECEDI NG 3- YEAR PERI OD | F THE | NSURER

MEETS ALL OF THE FOLLOW NG

H00985' 01 (H- 1)
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(A) HAS AN UNDERWRI TI NG RULE UNDER SUBPARAGRAPH (i) IN
EFFECT.

(B) THE UNDERWRI TI NG RULE UNDER THI S SUBPARAGRAPH | S FOR A
PAI D CLAI M H STORY THAT TOTALS NOT LESS THAN THE AMOUNT | N
SUBPARAGRAPH (i) (A) EXCLUSI VE OF WEATHER- RELATED CLAI M5 AND
TOTALS NOT LESS THAN THE AMOUNT | N SUBPARAGRAPH (i) (B) | NCLUDI NG
WEATHER- RELATED CLAI V5.

(© THE UNDERWRI TI NG RULE UNDER THI S SUBPARAGRAPH APPLI ES TO
AN | NSURED WHO HAS HAD A HOVE | NSURANCE POLI CY W TH THE | NSURER

FOR A CONTI NUOUS M NI MUM PERI CD OF TI ME AS DETERM NED BY THE
| NSURER THAT MAY BE ANY PERI OD OF TI ME BETWEEN 5 AND 10 YEARS

(g) The nunber of residences within the dwelling are incon-
sistent with the policy forns approved by the comm ssioner for
the insurer.

(h) The unoccupancy of a dwelling for nore than 60 days, if
there is evidence of an intent to vacate or keep the prem ses
vacant or unoccupied, as to the applicant or insured.

(i) The existence of an adjacent physical hazard, if the
hazard presents a significant risk of loss directly related to
the perils insured or to be insured against for which a rate sur-
charge is not applicable. For purposes of this subdivision only,
residential property or traffic patterns shall not be considered
to cause a significant risk of loss. Nonrenewals based upon an
adj acent physical hazard shall be due to a change in the hazard

fromthat which existed at the original date of issuance of the

policy.

HO0985' 01 (H- 1)
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(j) The failure of the insured or applicant to purchase an
anount of insurance in excess of 80% of the replacenment cost of
the property to be insured under a replacenent cost policy, if
both of the follow ng conditions are net:

(i) The purchase of an anount of insurance in excess of 80%
of the replacenent cost is a condition for sale of the policy.

(i) The insurer offers in this state at least 1 formof a
repl acenent cost policy for which the insurer requires only a
m ni rum anount of insurance equal to 80% of the replacenent cost

of the dwelling as a condition of purchase.

(3) If an insurer establishes an underwiting rule based
upon the relationship between the narket val ue and repl acenent
cost pursuant to subsection (2)(e), all the follow ng shall apply
as to the repair cost policy:

(a) The insurer shall offer for sale a repair cost policy
with deductibles, terns and conditions, perils insured against,
and types and anmounts of coverage, which are substantially equiv-
alent to the deductibles, terns and conditions, perils insured
agai nst, and types and anounts of coverage provided by the
repl acenent cost policy of the insurer at |east equivalent to the
HO 2 formreplacement cost policy filed and in effect in this
state for the principal rating organi zation as of Cctober 1,

1979.

(b) The insurer shall not utilize an underwiting rule based

upon the relationship between the market val ue and repl acenent

cost for the repair cost policy.

HO0985' 01 (H- 1)
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(4) The rates of an insurer for a repair cost policy shal
be established so that the premumfor a repair cost policy shal
not exceed 105% of the prem um for an anmount of insurance equal
to 80% of the replacenent cost of the dwelling under the equiva-
| ent replacenent cost policy described in subsection (3)(a).
Premiuns for dwellings with identical replacenent costs shal
vary on a schedule determ ned by the insurer in accordance with
the market value of the dwellings.

(5) Of-prem ses clainms may be aggregated for the purposes
of subsection (2)(f), irrespective of the location of the insured
dwelling. Al clains other than off-prem ses |osses utilized in

a determnation for purposes of subsection (2)(f) shall be aggre-

gated only as to an insured dwelling. The m ninumdollar anmounts

prescribed in subsection (22— (2)(F) (i) shall be adjusted

JANUARY 1, 2006, AND ON JANUARY 1 EVERY SI XTH YEAR THEREAFTER, TO
REFLECT THE AGGREGATE ANNUAL AVERACGE PERCENTACGE CHANGE IN THE
CONSUMER PRI CE | NDEX SI NCE THE PREVI QUS ADJUSTMENT, ROUNDED TO
THE NEAREST HUNDRED DOLLARS. AS USED IN TH S SUBSECTI ON,
"CONSUMER PRI CE | NDEX" MEANS THE CONSUMER PRI CE | NDEX FOR ALL
URBAN CONSUMERS IN THE U.S. CITY AVERAGE, AS MOST RECENTLY
REPORTED BY THE UNI TED STATES DEPARTMENT OF LABOR, BUREAU OF
LABOR STATI STI CS, AND AFTER CERTI FI CATI ON BY THE COWM SSI ONER | N
AN ADM NI STRATI VE BULLETI N.

HO0985' 01 (H- 1)
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Enacting section 1. This anendatory act takes effect

2 January 1, 2002.
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