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SENATE BILL No. 883
o

SENATE BILL No. 883

December 4, 2001, Introduced by Senator SANBORN and referred to the Committee on
Financial Services.

A bill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
(MCL 500. 100 to 500.8302) by adding chapter 16.

THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
CHAPTER 16. CREDI TOR- PLACED | NSURANCE

SEC. 1601. (1) THI S CHAPTER APPLI ES TO AN | NSURER OR
PRODUCER TRANSACTI NG CREDI TOR- PLACED | NSURANCE AS DEFINED IN TH S
CHAPTER

(2) ALL CREDI TOR- PLACED | NSURANCE WRI TTEN I N CONNECTI ON W TH
CREDI T TRANSACTI ONS FOR PERSONAL, FAM LY, OR HOUSEHOLD PURPOSES
IS SUBJECT TO THE PROVI SIONS OF THI S CHAPTER, EXCEPT FOR THE
FOLLOW NG

(A) TRANSACTI ONS | NVOLVI NG EXTENSI ONS OF CREDI T PRI MARI LY
FOR BUSI NESS OR COMVERCI AL PURPCSES.
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(B) I NSURANCE ON COLLATERALI ZED REAL PROPERTY.

(O | NSURANCE OFFERED BY THE CREDI TOR AND ELECTED BY THE
DEBTOR AT THE DEBTOR S OPTI ON.

(D) I NSURANCE FOR WHI CH NO SPECI FI C CHARGE | S MADE TO THE
DEBTOR OR THE DEBTOR S ACCOUNT.

(E) BLANKET | NSURANCE, WHETHER PAI D FOR BY THE DEBTOR OR THE
CREDI TOR.

SEC. 1603. TH S CHAPTER DCES NOI CREATE OR | MPLY A PRI VATE
CAUSE OF ACTION FOR VI OLATION OF THI S CHAPTER AND DOES NOT EXTI N-
GUI SH ANY DEBTOR RI GHTS AVAI LABLE UNDER COMMON LAW OR OTHER STATE
STATUTE.

SEC. 1605. AS USED IN TH S CHAPTER:

(A) "ACTUAL CASH VALUE' MEANS THE COST OF REPLACI NG DAMAGED
OR DESTROYED PROPERTY W TH COVPARABLE NEW PROPERTY, M NUS DEPRE-
Cl ATI ON AND OBSOLESCENCE.

(B) "BLANKET | NSURANCE" MEANS | NSURANCE THAT PROVI DES COVER-
AGE ON COLLATERAL AS DEFINED IN A POLICY | SSUED TO A CREDI TOR,

W THOUT SPECI FI CALLY LI STI NG THE COLLATERAL COVERED.

(© "COLLATERAL" MEANS PERSONAL PROPERTY THAT IS PLEDGED AS
SECURI TY FOR THE SATI SFACTI ON OF A DEBT.

(D) "CREDI T AGREEMENT" MEANS THE WRI TTEN DOCUMENT THAT SETS
FORTH THE TERMS OF THE CREDI T TRANSACTI ON AND | NCLUDES THE SECUR-
| TY AGREEMENT.

(E) "CREDI T TRANSACTI ON' MEANS A TRANSACTI ON BY THE TERMS OF
VH CH THE REPAYMENT OF MONEY LOANED OR CREDI T COWM TMENT MADE, OR
PAYMENT OF GOODS, SERVI CES, OR PROPERTIES SOLD OR LEASED, 1S TO
BE MADE AT A FUTURE DATE OR DATES.
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(F) "CREDI TOR' MEANS THE LENDER OF MONEY OR VENDOR OR LESSOR
OF GOODS, SERVI CES, PROPERTY, RIGHTS, OR PRI VI LEGES FOR WHI CH
PAYMENT | S ARRANGED THROUGH A CREDI T TRANSACTI ON, OR ANY SUCCES-
SOR TO THE RIGHT, TITLE, OR I NTEREST OF A LENDER VENDOR OR
LESSOR.

(G "CREDI TOR PLACED | NSURANCE" MEANS | NSURANCE THAT IS PUR
CHASED UNI LATERALLY BY THE CREDI TOR, WHO |'S THE NAVED | NSURED,
SUBSEQUENT TO THE DATE OF THE CREDI T TRANSACTI ON, PROVI DI NG COV-
ERAGE AGAI NST LOSS, EXPENSE, OR DAMAGE TO COLLATERALI ZED PERSONAL
PROPERTY AS A RESULT OF FIRE, THEFT, COLLISION, OR OTHER RI SKS OF
LOSS THAT WOULD El THER | MPAIR A CREDI TOR S | NTEREST OR ADVERSELY
AFFECT THE VALUE OF COLLATERAL COVERED BY LI M TED DUAL | NTEREST
| NSURANCE.  CREDI TOR- PLACED | NSURANCE | S PURCHASED ACCORDI NG TO
THE TERVB OF THE CREDI T AGREEMENT AS A RESULT OF THE DEBTOR S
FAI LURE TO PROVI DE REQUI RED PHYSI CAL DAMAGE | NSURANCE, W TH THE
COST OF THE COVERAGE BEI NG CHARGED TO THE DEBTOR. I T IS ElI THER
SI NGLE | NTEREST | NSURANCE OR LI M TED DUAL | NTEREST | NSURANCE.

(H "DEBTOR' MEANS THE BORROMER OF MONEY OR A PURCHASER OR
LESSEE OF GOODS, SERVI CES, PROPERTY, RIGHTS, OR PRI VILEGES, FOR
WHI CH PAYMENT |'S ARRANGED THROUGH A CREDI T TRANSACTI ON.

(1) "I NSURANCE TRACKI NG' MEANS MONI TORI NG EVI DENCE OF | NSUR-
ANCE ON COLLATERALI ZED CREDI T TRANSACTI ONS TO DETERM NE WHETHER
| NSURANCE REQUI RED BY THE CREDI T AGREEMENT HAS LAPSED, AND COMMU-
NI CATI NG W TH DEBTORS CONCERNI NG THE STATUS OF | NSURANCE
COVERAGE.

(J) "LAPSE" MEANS THAT THE | NSURANCE COVERAGE REQUI RED BY
THE CREDI T AGREEMENT |'S NOT | N FORCE.
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(K) "LIMTED DUAL | NTEREST | NSURANCE" MEANS | NSURANCE
PURCHASED BY THE CREDI TOR TO INSURE | TS | NTEREST I N THE COLLAT-
ERAL SECURI NG THE DEBTOR' S CREDI T TRANSACTION. LI M TED DUAL
| NTEREST | NSURANCE WAI VES THE 3 CONDI TI ONS FOR LOSS PAYMENT UNDER
SI NGLE | NTEREST | NSURANCE AND EXTENDS COVERAGE ON THE COLLATERAL
VWH LE I N THE POSSESSI ON OF THE DEBTOR.

(1) "LOSS RATIO' MEANS THE RATI O OF | NCURRED LGOSSES TO
EARNED PREM UM

(M "NET DEBT" MEANS THE AMOUNT NECESSARY TO LI QUI DATE THE
REMAI NI NG DEBT IN A SI NGLE LUMP- SUM PAYMENT, EXCLUDI NG ALL
UNEARNED | NTEREST AND OTHER UNEARNED CHARGES.

(N) "PRODUCER' MEANS A PERSON WHO RECEI VES A COW SSI ON FOR
| NSURANCE PLACED OR WRI TTEN OR WHO, ON BEHALF OF AN | NSURER OR
CREDI TOR, SOLICI TS, NEGOTI ATES, EFFECTS, PROCURES, DELI VERS,
RENEWS, CONTI NUES, OR BINDS PCLI CI ES OF | NSURANCE TO VHICH THI' S
CHAPTER APPLI ES, BUT DOES NOT | NCLUDE THE FOLLOW NG

(i) A REGULAR SALARI ED OFFI CER, EMPLOYEE, OR OTHER REPRESEN-
TATI VE OF AN | NSURER WHO DEVOTES SUBSTANTI ALLY ALL WORKI NG TI ME
TO ACTIVITIES OTHER THAN THOSE SPECI FIED IN THI S SUBDI VI SI ON AND
WHO RECEI VES NO COVPENSATI ON THAT 1S DI RECTLY DEPENDENT ON THE
AMOUNT COF | NSURANCE BUSI NESS WRI TTEN.

(ii)) A REGULAR SALARI ED OFFI CER OR EMPLOYEE OF A CREDI TOR
WHO RECEI VES NO COVPENSATI ON THAT 1S DI RECTLY DEPENDENT ON THE
AMOUNT OF | NSURANCE EFFECTED OR PROCURED.

(O "SI NGLE | NTEREST | NSURANCE" MEANS | NSURANCE PURCHASED BY
THE CREDI TOR TO INSURE I TS I NTEREST I N THE COLLATERAL SECURI NG A
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DEBTOR' S CREDI T TRANSACTI ON WHERE THE FOLLOW NG 3 CONDI TI ONS MJST
BE MET FOR PAYMENT OF LOSS UNDER THE PQOLI CY:

(1) THE DEBTOR HAS DEFAULTED | N PAYMENT.

(i) THE CREDI TOR HAS LEGALLY REPCSSESSED THE COLLATERAL,
UNLESS COLLATERAL HAS BEEN STOLEN FROM THE DEBTOR

(i) THE CREDI TOR HAS SUFFERED AN | MPAI RVENT OF | NTEREST.

SEC. 1607. (1) CREDI TOR- PLACED | NSURANCE SHALL BECOVE
EFFECTI VE ON THE LATEST OF THE FOLLOW NG DATES:

(A) THE DATE OF THE CREDI T TRANSACTI ON.

(B) THE DATE PRI OR COVERAGE, | NCLUDI NG PRI OR CREDI TOR- PLACED
| NSURANCE COVERAGE, LAPSED.

(C ONE YEAR BEFORE THE DATE ON WHI CH THE RELATED | NSURANCE
CHARGE IS MADE TO THE DEBTOR S ACCOUNT.

(D) A LATER DATE PROVI DED FOR I N THE AGREEMENT BETWEEN THE
CREDI TOR AND | NSURER.

(2) CREDI TOR- PLACED | NSURANCE SHALL TERM NATE ON THE EARLI -
EST OF THE FOLLOW NG DATES:

(A) THE DATE OTHER ACCEPTABLE | NSURANCE BECOVES EFFECTI VE,
SUBJECT TO THE DEBTOR PROVI DI NG ACCEPTABLE EVI DENCE OF THE OTHER
I NSURANCE TO THE CREDI TOR

(B) THE DATE THE COLLATERALI ZED PERSONAL PROPERTY | S REPCS-
SESSED, UNLESS THE PROPERTY | S RETURNED TO THE DEBTOR W THI N
10 DAYS OF THE REPOSSESSI ON.

(© THE DATE THE COLLATERALI ZED PERSONAL PROPERTY | S DETER-
M NED BY THE | NSURER TO BE A TOTAL LGSS.

(D) THE DATE THE DEBT | S COVPLETELY EXTI NGUI SHED.
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(E) AN EARLI ER DATE SPECI FIED I N THE | NDI VI DUAL POLI CY OR
CERTI FI CATE OF | NSURANCE.

(3) AN I NSURANCE CHARGE SHALL NOT BE MADE TO A DEBTOR FOR A
TERM LONGER THAN THE SCHEDULED TERM OF THE CREDI TOR- PLACED | NSUR-
ANCE VWHEN | T BECOVES EFFECTI VE, AND AN | NSURANCE CHARCGE SHALL NOT
BE MADE TO THE DEBTOR FOR CREDI TOR- PLACED | NSURANCE BEFORE THE
EFFECTI VE DATE OF THE | NSURANCE.

(4) IF A CHARGE | S MADE TO A DEBTOR FOR CREDI TOR- PLACED
| NSURANCE COVERACGE THAT EXCEEDS A TERM OF 1 YEAR, THE DEBTOR
SHALL BE NOTI FI ED AT LEAST ANNUALLY THAT THE | NSURANCE W LL BE
CANCELED AND A REFUND OR CREDI T OF UNEARNED CHARGES MADE | F EVI -
DENCE OF ACCEPTABLE | NSURANCE SECURED BY THE DEBTOR | S PROVI DED.

SEC. 1609. (1) PREM UMS FOR CREDI TOR- PLACED | NSURANCE COV-
ERAGE MAY BE CALCULATED BASED ON AN AMOUNT NOT EXCEEDI NG THE NET
DEBT EVEN THOUGH THE COVERAGE MAY LIMT THE INSURER S LI ABI LI TY
TO THE NET DEBT, ACTUAL CASH VALUE, OR COST OF REPAIR, OR OTHER
PREM UM CALCULATI ON METHODS THAT MORE CLOSELY REFLECT THE EXPO-
SURE OF EACH | TEM | NSURED AND APPROXI MATE THE PREM UM CALCULATI ON
METHOD OF THE COVERAGE REQUI RED BY THE CREDI T AGREEMENT.

(2) AN I NSURER SHALL NOT WRI TE CREDI TOR- PLACED | NSURANCE FOR
VH CH THE PREM UM RATE DI FFERS FROM THAT DETERM NED BY THE SCHED-
ULES OF THE | NSURER ON FI LE WTH THE COMM SSI ONER. THE PREM UM
OR AMOUNT CHARGED TO THE DEBTOR FOR CREDI TOR- PLACED | NSURANCE
SHALL NOT EXCEED THE PREM UMS CHARGED BY THE | NSURER, COVPUTED AT
THE TI ME THE CHARGE TO THE DEBTOR | S DETERM NED.

(3) A METHOD OF BI LLI NG | NSURANCE CHARGES TO THE DEBTOR ON
CLCSED- END CREDI T TRANSACTI ONS THAT CREATES A BALLOON PAYMENT AT
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THE END OF THE CREDI T TRANSACTI ON OR EXTENDS THE CREDI T
TRANSACTI ON' S MATURI TY DATE |'S PROHI BI TED, UNLESS SPECI FI CALLY
DI SCLOSED AT THE TIME OF THE ORI G NATI ON OF THE CREDI T AGREENMENT
AND SPECI FI CALLY AGREED TO BY THE DEBTOR AT THE TI ME THE CHARGE
| S ADDED TO THE OUTSTANDI NG CREDI T BALANCE.

SEC. 1611. (1) CREDI TOR- PLACED | NSURANCE COVERAGE DOES NOT
| NCLUDE ANY OF THE FOLLOW NG

(A) COVERAGE FOR THE COST OF REPOSSESSI ON.

(B) SKI P, CONFI SCATI ON, AND CONVERSI ON COVERAGE.

(C) COVERAGE FOR PAYMENT OF MECHANICS' OR OTHER LI ENS THAT
DO NOT ARl SE FROM A COVERED LOSS OCCURRENCE.

(D) COVERAGE THAT REQUI RES A DEBTOR S | NSURANCE DEDUCTI BLE
TO BE LESS THAN $250. 00.

(E) COVERAGE THAT |'S BROADER THAN THE | NSURANCE COVERAGES
THAT MEET THE M NI MUM | NSURANCE REQUI REMENTS OF THE CREDI T
AGREEMENT.

(2) THI'S SECTI ON DOES NOT PROHI BI T THE | SSUANCE OF A SEPA-
RATE POLI CY OR ENDORSEMENT PROVI DI NG THE COVERAGES LI STED I N
SUBSECTI ON (1). HOWEVER, NO CHARGE SHALL BE PASSED ALONG TO THE
DEBTOR FOR THESE COVERAGES.

SEC. 1613. CREDI TOR- PLACED | NSURANCE SHALL BE SET FORTH I N
AN 1 NDI VI DUAL POLI CY OR CERTI FI CATE OF | NSURANCE. A COPY OF THE
| NDI VI DUAL POLI CY, CERTI FI CATE OF | NSURANCE COVERAGE, OR OTHER
EVI DENCE OF | NSURANCE COVERAGE SHALL BE MAI LED, FI RST- CLASS MAI L,
OR DELI VERED | N PERSON TO THE LAST KNOWN ADDRESS OF THE DEBTOR.

SEC. 1615. (1) ALL POLI CY FORMS AND CERTI FI CATES OF
| NSURANCE TO BE DELI VERED OR | SSUED FOR DELI VERY I N TH S STATE
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AND THE SCHEDULES OF PREM UM RATES PERTAI NI NG TO THEM SHALL BE
FI LED W TH THE COMM SSI ONER.

(2) WTH N 30 DAYS AFTER THE FI LI NG OF THE POLI CY FORVS AND
CERTI FI CATES OF | NSURANCE, THE COWM SSI ONER SHALL DI SAPPROVE A
FORM THAT DOES NOT CONFORM TO THI'S ACT. W THI N 30 DAYS OF
FILING THE COWM SSI ONER SHALL DI SAPPROVE A SCHEDULE OF PREM UM
RATES PERTAI NING TO THE FORM | F | T DOES NOT CONFORM TO THE STAN-
DARD SET FORTH | N SUBSECTI ON (5).

(3) | F THE COWM SSI ONER DI SAPPROVES A FORM OR SCHEDULE OF
PREM UM RATES, THE COWM SSI ONER SHALL PROMPTLY NOTI EY THE | NSURER
IN WRI TI NG OF THE DI SAPPROVAL, AND THE | NSURER SHALL NOT | SSUE OR
USE THE FORM OR SCHEDULE. THE COMM SSI ONER SHALL SPECI FY THE
REASONS FOR DI SAPPROVAL | N THE NOTI CE AND STATE THAT A HEARI NG
W LL BE GRANTED UPON REQUEST PURSUANT TO THE ADM NI STRATI VE PRO-
CEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328.

(4) UNLESS THE COVM SSI ONER DI SAPPROVES THE FORM OR SCHEDULE
OF PREM UM RATES AS PROVIDED IN THI'S SECTI ON OR G VES WRI TTEN
APPROVAL OF THE FORM OR SCHEDULE W THI N 30 DAYS AFTER THE FI LI NG
THE FORM OR SCHEDULE | S CONSI DERED APPROVED 31 DAYS AFTER THE
FI LI NG

(5) A SCHEDULE OF PREM UM RATES SHALL PROVI DE FOR PREM UVS
THAT ARE NOT UNREASONABLE | N RELATI ON TO THE BENEFI TS PROVI DED BY
THE FORM TO WHI CH THE SCHEDULE APPLIES. A PREM UM RATE OR SCHED-
ULE OF PREM UM RATES | S REASONABLE FOR PURPOSES OF THI S SECTI ON
| F THE RATE OR SCHEDULE OF RATES PRODUCES OR MAY REASONABLY BE
EXPECTED TO PRODUCE A LOSS RATI O OF 60% OR GREATER. THI'S
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SUBSECTI ON DOES NOT PROHI Bl T THE COVM SSI ONER FROM APPROVI NG
OTHER LOSS RATI OS HE OR SHE FI NDS REASONABLE.

(6) THE COWM SSI ONER MAY W THDRAW APPROVAL OF AN APPROVED
FORM OR SCHEDULE OF PREM UM RATES WHEN THE COMM SSI ONER WOULD BE
REQUI RED TO DI SAPPROVE THE FORM OR SCHEDULE OF PREM UM RATES | F
| T WVERE FI LED AT THE TI ME OF THE W THDRAWAL. THE W THDRAWAL
SHALL BE IN WRI TING AND SHALL SPECI FY THE REASONS FOR W THDRAWAL
AND THE EFFECTI VE DATE OF THE W THDRAWAL. AN | NSURER ADVERSELY
AFFECTED BY A W THDRAWAL MAY, W THI N 30 DAYS AFTER RECEl VI NG THE
WRI TTEN NOTI FI CATI ON OF THE W THDRAWAL, REQUEST A HEARI NG PURSU-
ANT TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969, 1969 PA 306,
MCL 24.201 TO 24.328, TO DETERM NE WHETHER THE W THDRAWAL SHOULD
BE ANNULLED, MODI FI ED, OR CONFI RVED. UNLESS THE COWM SSI ONER
GRANTS AN EXTENSI ON I N WRI TI NG | N THE W THDRAWAL OR SUBSEQUENTLY
GRANTS AN EXTENSI ON, THE W THDRAWAL, | N THE ABSENCE OF A REQUEST
FOR HEARI NG, SHALL BECOVE EFFECTI VE PROSPECTI VELY AND NOT RETRO
ACTI VELY, 91 DAYS AFTER DELI VERY OF THE NOTI CE OF W THDRAWAL AND,
| FE THE REQUEST FOR HEARI NG | S FILED, 91 DAYS AFTER DELI VERY OF
WRI TTEN NOTI CE OF THE COWM SSI ONER S DETERM NATI ON.

SEC. 1617. (1) NOT LATER THAN 60 DAYS AFTER THE TERM NATI ON
OF CREDI TOR- PLACED | NSURANCE COVERAGE, AND | N ACCORDANCE W TH
SECTI ONS 2833(1) (H) AND 3020(1) (C), AN | NSURER SHALL REFUND ANY
UNEARNED PREM UM OR OTHER | DENTI FI ABLE CHARGES.

(2) NOT LATER THAN 60 DAYS AFTER THE TERM NATI ON DATE OF
CREDI TOR- PLACED | NSURANCE COVERAGE, THE | NSURER SHALL PROVI DE TO
THE DEBTOR A STATEMENT OF REFUND DI SCLOSI NG THE EFFECTI VE DATE,
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THE TERM NATI ON DATE, THE AMOUNT OF PREM UM BEI NG REFUNDED, AND
THE AMOUNT OF PREM UM CHARGED FOR THE COVERAGE PROVI DED.

(3) I'F COVERAGE UNDER THI S CHAPTER | S NOT PROVI DED, THE
ENTI RE AMOUNT OF PREM UMS, M NI MUM PREM UMS, FEES, OR CHARGES OF
ANY KI ND SHALL BE REFUNDED.

SEC. 1619. (1) IF A LGCSS IS | NCURRED UNDER A
CREDI TOR- PLACED | NSURANCE POLI CY, THE | NSURER SHALL PAY, AT A
M NI MUM THE LESSER OF THE FOLLON NG DETERM NED AS OF THE DATE
OF LGsS:

(A) THE COST TO REPAIR THE COLLATERAL LESS ANY APPLI CABLE
DEDUCTI BLE.

(B) THE ACTUAL CASH VALUE OF THE COLLATERAL, LESS ANY APPLI -
CABLE DEDUCTI BLE.

(C© THE NET DEBT, LESS ANY APPLI CABLE DEDUCTI BLE. THE
METHOD OF CALCULATI ON OF NET DEBT PAYABLE PURSUANT TO THI S SUBDI -
VI SI ON SHALL BE | DENTI CAL TO THE METHOD OF CALCULATI ON OF NET
DEBT FOR PAYMENT OF PREM UMS PURSUANT TO SECTI ON 1609(1).

(D) I'F SINGLE | NTEREST | NSURANCE | S PROVI DED, THE AMOUNT BY
VWH CH THE CREDI TOR S | NTEREST | S | MPAI RED.

(2) THE NET DEBT OR ACTUAL CASH VALUE AMOUNTS I N
SUBSECTI ON (1) MAY BE REDUCED BY THE VALUE OF SALVAGE | F THE
| NSURER DOES NOT TAKE POSSESSI ON OF THE | NSURED PROPERTY.

(3) IN THE EVENT OF A LGCSS, NO SUBROGATI ON SHALL RUN AGAI NST
THE DEBTOR FROM THE | NSURER

(4) WHENEVER A CLAIM IS MADE ON A CREDI TOR- PLACED | NSURANCE
POLI CY, THE I NSURER SHALL FURNI SH TO THE CLAI MANT A WRI TTEN
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STATEMENT OF THE LOSS EXPLAI NI NG THE SETTLEMENT AMOUNT AND THE
METHOD OF SETTLEMENT.

(5) A CREDI TOR OR | NSURER SHALL NOT ABANDON SALVAGE TO A
TOW NG OR STORAGE FACILITY IN LI EU OF PAYMENT OF STORAGE FEES
W THOUT THE CONSENT OF THE FACI LI TY AND THE CLAI MANT. THE
| NSURER SHALL BE RESPONSI BLE FOR THE PAYMENT OF TOAN NG AND STOR-
AGE CHARGES FOR A COVERED LOSS OCCURRENCE FROM THE TI ME THE CLAI M
| S REPORTED TO THE | NSURER | N ACCORDANCE W TH THE TERMS OF THE
POLICY TO THE TIME THE CLAIM IS PAID. THE | NSURER SHALL Gl VE
WRI TTEN NOTI CE TO THE CLAI MANT WHEN THE CLAIM | S PAI D THAT THE
CLAI MANT MAY | NCUR STORAGE CHARGES AFTER THE DATE THE CLAIM IS
PAI D.

SEC. 1621. (1) FOR A CREDI TOR TO PLACE | NSURANCE ON COLLAT-
ERAL PLEDGED BY THE DEBTOR AND PASS THE COST OF THE | NSURANCE ON
TO THE DEBTOR, ALL OF THE FOLLOW NG MUST BE MET:

(A) THE CREDI TOR MUST HAVE A SECURI TY | NTEREST I N THE
COLLATERAL.

(B) THE CREDI T AGREEMENT MUST REQUI RE THE DEBTOR TO MAI NTAI N
| NSURANCE ON THE COLLATERAL TO PROTECT THE CREDI TOR S | NTEREST.

(C) THE CREDI T AGREEMENT MUST AUTHORI ZE THE CREDI TOR TO
PLACE THE | NSURANCE | F THE DEBTOR FAI LS TO PROVI DE EVI DENCE OF
THE | NSURANCE.

(D) THE REQUI REMENTS LI STED I N SUBDI VI SIONS (A) TO (C) MUST
BE CLEARLY DI SCLOSED TO THE DEBTOR AT THE | NCEPTI ON OF THE CREDI T
TRANSACTI ON.

(2) A DEBTOR HAS THE RI GHT TO PROVI DE REQUI RED | NSURANCE
THROUGH EXI STI NG POLI Cl ES OF | NSURANCE OANED OR CONTROLLED BY THE
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DEBTOR OR OF PROCURI NG AND FURNI SHI NG THE REQUI RED COVERAGE
THROUGH AN | NSURER AUTHORI ZED TO TRANSACT | NSURANCE WTHIN THI' S
STATE. HOWEVER, A CREDI TOR MAY ESTABLI SH MAXI MUM ACCEPTABLE
DEDUCTI BLES, | NSURER SOLI DI TY STANDARDS, AND OTHER REASONABLE
CONDI TI ONS W TH RESPECT TO THE REQUI RED | NSURANCE.

SEC. 1623. (1) THE ENTI RE AMOUNT OF THE PREM UM DUE FROM A
CREDI TOR SHALL BE REM TTED TO THE I NSURER OR I TS PRODUCER I N
ACCORDANCE W TH THE | NSURER S REQUI REMENTS. NO COWM SSI ONS MAY
BE PAID TO OR RETAI NED BY, A PERSON OR ENTI TY EXCEPT A LI CENSED
AND APPO NTED PRCDUCER.

(2) A CREDI TOR SHALL NOT RETAI N UNEARNED PREM UMS UPON CAN-
CELLATI ON OF THE | NSURANCE W THOUT CREDI TI NG TO THE DEBTOR S
ACCOUNT THE AMOUNT OF UNEARNED | NSURANCE CHARGES.

(3) REBATES TO THE CREDI TOR OF A PORTI ON OF THE PREM UM
CHARGED TO THE DEBTOR ARE PRCHI Bl TED AS ARE OTHER | NDUCEMENTS
PROVI DED TO THE CREDI TOR BY AN | NSURER OR PRODUCER. ALL OF THE
FOLLOW NG ACTI VI TI ES ARE PROHI BI TED REBATES OR | NDUCEMENTS:

(A) ALLOW NG | NSURERS OR PRODUCERS TO PURCHASE CERTI FI CATES
OF DEPCSI T FROM THE CREDI TOR OR TO MAI NTAI N ACCOUNTS W TH THE
CREDI TOR AT LESS THAN THE MARKET | NTEREST RATES AND CHARGES THAT
THE CREDI TOR APPLI ES TO OTHER CUSTOVERS FOR DEPCSI T ACCOUNTS OF
SI M LAR AMOUNTS AND DURATI ON.

(B) PAYING A COW SSI ON TO A PERSON, | NCLUDI NG A CREDI TOR,
VWHO IS NOT APPROPRI ATELY LI CENSED AS A PRODUCER IN THI S STATE.

(© PURCHASI NG OR OFFERI NG TO PURCHASE CERTI FI CATES OF
DEPCSI T FROM OR MAI NTAI NI NG OR OFFERI NG TO MAI NTAI N DEPCSI T
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ACCOUNTS OR | NVESTMENT ACCOUNTS WTH A CREDI TOR AS PART OF A
CREDI TOR- PLACED | NSURANCE SQOLI CI TATI ON.

(D) ANY OTHER ACTI VI TY | DENTI FI ED BY THE COVW SSI ONER AND
PROHI Bl TED BY RULE, REGULATI ON, OR ORDER

(4) PROH Bl TED REBATES OR | NDUCEMENTS DO NOT | NCLUDE ANY OF
THE FOLLOW NG

(A) THE PAYI NG OF COW SSI ONS AND OTHER COVPENSATI ON TO A
DULY LI CENSED AND APPO NTED PRODUCER, WHETHER OR NOT AFFI LI ATED
W TH THE CREDI TOR

(B) THE PAYI NG TO THE CREDI TOR POLI CYHOLDER OF GROUP
EXPERI ENCE RATED REFUNDS OR POLI CY DI VI DENDS.

(© THE PAYI NG TO THE CREDI TOR OF AMOUNTS | NTENDED TO REI M
BURSE THE CREDI TOR FOR | TS EXPENSES | NCURRED | NCIl DENTAL TO THE
CREDI TOR- PLACED | NSURANCE PROGRAM PROVI DED THAT THESE PAYMENTS
ARE APPROVED | N A MANNER CONSI STENT W TH THE PRCCEDURES | N
SECTI ON 1615 AND ARE CALCULATED I N A MANNER THAT DCES NOT EXCEED
AN AMOUNT REASONABLY ESTI MATED TO EQUAL THE EXPENSES | NCURRED BY
THE CREDI TOR

(5) AN I NSURER THAT PAYS COWM SSI ONS TO PRODUCERS FOR
CREDI TOR- PLACED | NSURANCE THAT ARE GREATER THAN 20% OF THE NET
VRI TTEN PREM UM SHALL DEMONSTRATE TO THE COWM SSI ONER THAT THE
COMM SSI ONS ARE NOT UNREASONABLY HI GH I N RELATI ON TO THE VALUE OF
THE SERVI CES RENDERED.

(6) THI'S SECTI ON DCES NOT PROH BI T OR RESTRI CT AN | NSURER OR
PRODUCER FROM NMAI NTAI NI NG A DEMAND, PREM UM DEPCSI T, OR OTHER
ACCOUNT OR ACCOUNTS WTH A CREDI TOR FOR WH CH THE | NSURER OR
PRODUCER PROVI DES | NSURANCE | F THE ACCOUNTS PAY THE MARKET

03099’ 01



14

| NTEREST RATE AND CHARGES THAT THE CREDI TOR APPLI ES TO OTHER
CUSTOVERS FOR DEPCSI T ACCOUNTS OF SI'M LAR AMOUNTS AND DURATI ON.

SEC. 1625. (1) A CREDI TOR SHALL NOT | MPOSE CHARGES, | NCLUD-
I NG PREM UM COSTS AND RELATED | NTEREST AND FI NANCE CHARGES, ON A
DEBTOR FOR CREDI TOR- PLACED | NSURANCE COVERAGE UNLESS ADEQUATE
DI SCLOSURE OF THE REQUI REMENT TO MAI NTAI N | NSURANCE HAS BEEN MADE
TO THE DEBTOR. ADEQUATE DI SCLOSURE | S ACCOWPLI SHED I F ALL OF THE
FOLLOW NG OCCUR

(A) THE CREDI T AGREEMENT SETS FORTH THE REQUI REMENT THAT THE
DEBTOR MUST NMAI NTAI'N | NSURANCE ON THE COLLATERAL AS PROVI DED FOR
I N SECTI ON 1621

(B) THE CREDI TOR MAKES REASONABLE EFFORTS TO NOTI FY THE
DEBTOR OF THE REQUI REMENT TO MAI NTAI N | NSURANCE AND ALLOWS A REA-
SONABLE TI ME FOR COVPLI ANCE W TH THI S REQUI REMENT.

(© A FINAL NOTI CE AS REQUI RED BY THI S CHAPTER | S SENT TO
THE DEBTOR.

(D) I F CREDI TOR- PLACED | NSURANCE COVERAGE | S | SSUED, A COPY
OF THE PCOLI CY OR CERTI FI CATE I'S SENT TO THE DEBTOR AS PROVI DED
FOR I N SECTI ON 1613.

(2) AFTER ADEQUATE DI SCLOSURE OF THE REQUEST TO MAI NTAI N
I NSURANCE HAS BEEN MADE TO THE DEBTOR AS REQUI RED BY THI S SEC-
TION, A CREDI TOR MAY PROCEED TO | MPOSE CHARGES FOR
CREDI TOR- PLACED I NSURANCE | F THE DEBTOR FAI LS TO PROVI DE EVI DENCE
OF I NSURANCE. A CREDI TOR MAY | MPOSE CHARGES NO EARLI ER THAN
10 DAYS AFTER SENDI NG THE FI NAL NOTI CE.
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(3) REASONABLE EFFORTS TO NOTI FY THE DEBTOR UNDER
SUBSECTI ON (1) (B) ARE ACCOWPLI SHED | F THE CREDI TOR DOES ALL OF
THE FOLLOW NG

(A) MAILS A NOTI CE BY FI RST- CLASS MAI L TO THE DEBTOR S LAST
KNOAN ADDRESS AS CONTAI NED | N THE CREDI TOR S RECORDS, STATI NG
THAT THE CREDI TOR | NTENDS TO CHARGE THE DEBTOR FOR
CREDI TOR- PLACED | NSURANCE COVERAGE ON THE COLLATERAL | F THE
DEBTOR FAI LS TO PROVI DE EVI DENCE OF THE PROPERTY | NSURANCE TO THE
CREDI TOR.

(B) ALLOWS THE DEBTOR AT LEAST 20 DAYS TO RESPOND TO THE
NOTI CE AND PROVI DE EVI DENCE OF ACCEPTABLE | NSURANCE COVERAGE
BEFORE SENDI NG A FI NAL NOTI CE.

(C) SENDS A FINAL NOTICE | N COMPLI ANCE W TH THI'S SECTI ON BY
FI RST- CLASS MAI L TO THE DEBTOR S LAST KNOWN ADDRESS AS CONTAI NED
I N THE CREDI TOR S RECORDS AT LEAST 10 DAYS BEFORE THE COST OF
| NSURANCE | S CHARGED TO THE DEBTOR BY THE CREDI TOR PROOF OF THE
MAI LI NG OF THE FI NAL NOTI CE SHALL BE RETAI NED FOR AT LEAST
3 YEARS FOLLON NG THE EXPI RATI ON OR TERM NATI ON OF THE COVERAGE
OR AS OTHERW SE REQUI RED BY LAW

(4) THE INITIAL NOTI CE UNDER THI'S SECTI ON SHALL BE IN A FORM
DETERM NED BY THE CREDI TOR TO REM ND THE DEBTOR OF THE REQUI RE-
MENT TO MAI NTAI N | NSURANCE ON THE COLLATERAL. THE FI NAL NOTI CE
UNDER THI S SECTI ON SHALL BE AS COMPLETE AS THE FOLLOW NG NOTI CE,
PRI NTED | N NOT LESS THAN 12- PO NT TYPE, AND MODI FI ED WHERE NECES-
SARY TO FI T THE NATURE OF THE CREDI T TRANSACTI ON:
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FI NAL NOTI CE

YOUR CREDI T AGREEMENT W TH US REQUI RES YOU TO HAVE PROPERTY
| NSURANCE ON THE COLLATERAL UNTIL YOQU PAY OFF YOUR LOAN.
YOU HAVE NOT G VEN US PROOF YOU HAVE | NSURANCE ON THE
PROPERTY. YOU CAN ASK YOUR | NSURANCE COVPANY OR AGENT TO
G VE US PROOF OF | NSURANCE OR YOU CAN SEND US PROOF YQU
HAVE PROPERTY | NSURANCE W THI N 10 CALENDAR DAYS AFTER THE
DATE THI S LETTER WAS POSTMARKED. | F YOU DO NOT, WE W LL
BUY THE | NSURANCE AND CHARGE THE COST TO YQU.

YOU MUST PAY FOR THE PROPERTY | NSURANCE WE BUY. | T MAY
COST MORE THAN | NSURANCE YOU CAN BUY ON YOUR OMN.  THE COST
OF THE | NSURANCE WE BUY MAY BE ADDED TO YOUR LOAN BALANCE
AND WE MAY CHARGE YQU I NTEREST ON IT. I F VWE DO, YOU WLL
PAY | NTEREST AT THE SAME RATE YOU PAY ON YOUR LOAN.

THE 1 NSURANCE WE BUY WLL PAY CLAIMS TO US (THE CREDI TOR)
FOR PHYSI CAL DAMAGE TO YOUR PROPERTY. | T WLL NOT PAY ANY
CLAI M5 MADE AGAI NST YOQU [AND I T MAY NOT PAY YOU FOR ANY
CLAI M5 YOU MAKE (DELETE I F LI M TED DUAL | NTEREST
COVERAGE)]. THE I NSURANCE WE BUY WLL NOT dVE YOU ANY

LI ABI LI TY | NSURANCE COVERAGE AND W LL NOT MEET THE REQUI RE-
MENTS OF A STATE' S FI NANCI AL RESPONSI BI LI TY LAW

VE MAY RECEI VE COVPENSATI ON FOR PLACI NG THI S | NSURANCE,
VH CH I'S I NCLUDED I N THE COST OF COVERAGE CHARGED TO YOU.
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THE PROPERTY COVERAGE WE BUY W LL START ON THE DATE SHOWN
IN THE POLI CY OR CERTI FI CATE, WH CH MAY GO BACK TO THE DATE
OF THE LOAN OR THE DATE YOUR PRI OR COVERACGE STOPPED. WE
W LL CANCEL THE | NSURANCE WE BOUGHT FOR YOU AND G VE YQU A
REFUND OR CREDI T OF UNEARNED CHARGES | F YOU G VE US PROOF
YOU HAVE BOUGHT PROPERTY | NSURANCE SOVEWHERE ELSE OR | F YQOU
HAVE PAI D OFF THE LCQAN.
(5) ALL CREDI TOR- PLACED | NSURANCE SHALL BE SET FORTH I N AN
I NDI VI DUAL PCLI CY OR CERTI FI CATE OF | NSURANCE. NOT EARLI ER THAN
THE SENDI NG OF THE FI NAL NOTI CE NOR 15 DAYS AFTER A CHARGE | S
MADE TO THE DEBTOR FOR CREDI TOR- PLACED | NSURANCE COVERAGE, THE
CREDI TOR SHALL CAUSE A COPY OF THE | NDI VI DUAL PQOLI CY, CERTI FI -
CATE, OR OTHER EVI DENCE OF | NSURANCE COVERAGE EVI DENCI NG THE
CREDI TOR- PLACED | NSURANCE COVERAGE TO BE SENT, FI RST-CLASS MAI L,
TO THE DEBTOR S LAST KNOWN ADDRESS.
(6) A CREDI TOR S COWPLI ANCE W TH OR FAI LURE TO COWPLY W TH
TH' 'S CHAPTER SHALL NOT BE CONSTRUED TO REQUI RE THE CREDI TOR TO
PURCHASE | NSURANCE COVERAGE ON THE COLLATERAL, AND THE CREDI TOR
'S NOT LI ABLE TO THE DEBTOR OR A THI RD PARTY AS A RESULT OF I TS
FAI LURE TO PURCHASE THE | NSURANCE.
SEC. 1627. (1) IN ADDI TI ON TO OTHER POAERS UNDER THI S ACT,
THE COWM SSI ONER MAY CONDUCT | NVESTI GATI ONS OR EXAM NATI ONS OF
I NSURERS AND PRODUCERS TO ENSURE COVPLI ANCE W TH AND ENFORCEMENT
OF THE PROVI SIONS OF THI S CHAPTER
(2) UPON FI NDI NG THAT AN | NSURER OR PRODUCER HAS VI OLATED A
PROVI SI ON OF THI S CHAPTER OR A REGULATI ON PROMULGATED UNDER THI S
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CHAPTER, THE COWM SSI ONER MAY | SSUE AN ORDER DI RECTI NG THAT THE
| NSURER OR PRODUCER CEASE AND DESI ST FROM COW TTI NG THE VI OLA-
TIONS, | MPOSE A CIVIL PENALTY FOR THE VI CLATI ONS, PROVI DE AN
EQUI TABLE REMEDY FOR PAST VI OLATI ONS, OR ANY COVBI NATI ON OF
THESE.

(3) UPON THE | SSUANCE OF AN ORDER UNDER SUBSECTION (2), THE
| NSURER OR PRODUCER MAY REQUEST A HEARI NG AT THE HEARI NG THE
BURDEN SHALL BE ON THE | NSURER OR PRODUCER TO SHOW CAUSE WHY AN
ORDER | SSUED PURSUANT TO SUBSECTI ON (2) SHOULD BE ANNULLED, MODI -
FI ED, OR CONFI RMED. PENDI NG THE HEARI NG AND THE DECI SI ON BY THE
COMWM SSI ONER, THE COWMM SSI ONER SHALL SUSPEND THE EFFECTI VE DATE
OF THE ORDER. NOT MORE THAN 60 DAYS AFTER THE HEARI NG THE COM
M SSI ONER SHALL ENTER AN ORDER OF FI NAL DETERM NATI ON THAT SHALL
SPECI FY ALL RELEVANT FI NDI NGS OF FACT, CONCLUSI ONS OF LAW AND
ORDERS. W TH THE AGREEMENT OF EACH AFFECTED | NSURER OR PRODUCER,
AND IN LI EU OF A HEARING THE COWM SSI ONER MAY ENTER | NTO A CON-
SENT AGREEMENT DI SPOSI NG OF THE MATTERS THAT WOULD BE THE SUBJECT
OF THE HEARI NG AND ORDER.

(4) THE COWM SSI ONER MAY BRI NG AN ACTION IN THE CIRCUI T
COURT FOR | NGHAM COUNTY FOR AN | NJUNCTI ON OR OTHER APPROPRI ATE
RELI EF TO ENJO N THREATENED OR EXI STI NG VI OLATI ONS OF TH S CHAP-
TER OR OF THE COMM SSI ONER' S ORDERS OR REGULATI ONS OR FOR RESTI -
TUTI ON ON BEHALF OF PERSONS AGGRI EVED BY A VI OLATION OF TH' S
CHAPTER OR OF THE COW SSI ONER' S ORDERS OR REGULATI ONS.

SEC. 1629. (1) A PERSON AGGRI EVED BY A FI NAL ORDER, DECI -
SION, FINDI NG RULING ACTIQON, OR I NACTI ON PROVI DED FOR UNDER
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TH' 'S CHAPTER MAY SEEK JUDI Cl AL REVI EW AS PROVI DED I N
SECTI ON 244.

(2) TO THE EXTENT THAT THE ORDER OR FI NAL DETERM NATI ON OF
THE COW SSI ONER | S AFFI RVED, THE COURT SHALL | SSUE I TS OAN ORDER
COMVANDI NG OBEDI ENCE TO THE TERMS OF THE COW SSI ONER' S ORDER OR
FI NAL DETERM NATION. | F ElI THER PARTY APPLI ES TO THE COURT FOR
LEAVE TO PRODUCE ADDI TI ONAL EVI DENCE, AND SHOW5s TO THE SATI SFAC-
TION OF THE COURT THAT THE ADDI TI ONAL EVI DENCE | S MATERI AL AND
THAT THERE WERE REASONABLE GROUNDS FOR THE FAI LURE TO PRODUCE THE
EVI DENCE I N THE PROCEEDI NG BEFORE THE COW SSI ONER, THE COURT MAY
ORDER THE ADDI TI ONAL EVI DENCE TO BE TAKEN BEFORE THE COWMM SSI ONER
AND TO BE PRODUCED IN A HEARI NG I N THE MANNER AND UPON THE TERMS
AND CONDI TI ONS THE COURT CONSI DERS PROPER. THE COWM SSI ONER MAY
MODI FY THE FI NDI NGS OF FACT OR MAKE NEW FI NDI NGS BY REASON OF THE
ADDI TI ONAL EVI DENCE TAKEN AND SHALL FILE THE MODI FI ED OR NEW
FI NDI NGS W TH A RECOVMENDATI ON, | F ANY, FOR THE MODI FI CATI ON OR
SETTI NG ASI DE OF THE ORI G NAL ORDER OR FI NAL DETERM NATI ON, W TH
THE RETURN OF THE ADDI Tl ONAL EVI DENCE.

(3) AN ORDER | SSUED BY THE COWM SSI ONER UNDER SECTI ON 1627
SHALL BECOVE FI NAL UPON THE EXPI RATI ON OF THE TI ME ALLONED FOR
FI LI NG A PETI TION FOR REVI EW I F NO PETI TI ON HAS BEEN DULY FI LED
W TH N THAT TI Mg, EXCEPT THAT THE COMM SSI ONER MAY THEREAFTER
MODI FY OR SET ASI DE THE ORDER TO THE EXTENT PROVI DED I N
SECTI ON 1627 OR UPON THE FI NAL DECI SION OF THE COURT | F THE COURT
DI RECTS THAT THE ORDER OF THE COW SSI ONER BE AFFI RVED OR THE
PETI TI ON FOR REVI EW DI SM SSED.
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(4) AN ORDER OF THE COWM SSI ONER UNDER THI S CHAPTER OR AN
ENFORCEMENT ORDER OF A COURT DOES NOT RELI EVE OR ABSOLVE ANY
PERSON AFFECTED BY THE ORDER FROM LI ABI LI TY UNDER ANY OTHER LAWS
OF TH'S STATE.

SEC. 1631. AN I NSURER THAT VI OLATES AN ORDER OF THE COWM S-
SI ONER UNDER THI S CHAPTER SHALL BE AFFORDED A HEARI NG BEFORE THE
COW SSI ONER UNDER THE ADM NI STRATI VE PROCEDURES ACT OF 1969,
1969 PA 306, MCL 24.201 TO 24.328. |F THE COWM SSI ONER FI NDS A
VI OLATI ON HAS OCCURRED, THE COWM SSI ONER MAY ORDER ElI THER OR BOTH
OCF THE FOLLOW NG

(A) PAYMENT OF A MONETARY PENALTY OF NOT MORE THAN $1, 000. 00
FOR EACH VI OLATI ON, BUT NOT TO EXCEED AN AGGREGATE PENALTY OF
$100, 000. 00, UNLESS THE VI OLATI ON WAS COW TTED I N A CONSCI QUS
AND FLAGRANT DI SREGARD OF THI S CHAPTER, I N WHI CH CASE THE COW S-
SI ONER MAY ORDER THE PAYMENT OF A MONETARY PENALTY OF NOT MORE
THAN $25, 000. 00 FOR EACH VI OLATI ON, BUT NOT TO EXCEED AN AGGRE-
GATE PENALTY OF $250, 000. 00.

(B) SUSPENSI ON OR REVOCATI ON OF THE I NSURER S LI CENSE.

Enacting section 1. This anmendatory act takes effect

January 1, 2002.
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