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HOUSE BILL No. 5543
o

HOUSE BILL No. 5543

February 17, 2004, Introduced by Rep. Julian and referred to the Committee on Insurance.

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng section 2236 (MCL 500.2236), as anended by 2002 PA
664.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 2236. (1) A basic insurance policy formor annuity
contract formshall not be issued or delivered to any person in
this state, and an insurance or annuity application formif a
witten application is required and is to be nade a part of the
policy or contract, a printed rider or indorsenent formor form
of renewal certificate, and a group certificate in connection
with the policy or contract, shall not be issued or delivered to
a person in this state, until a copy of the formis filed with
t he insurance bureau and approved by the comm ssioner as

conformng with the requirenents of this act and not inconsistent
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with the law. Failure of the comm ssioner to act within 30 days
after submittal constitutes approval. All such forms, except
policies of disability insurance as defined in section 3400,
shall be plainly printed with type size not |ess than 8-point
unl ess the conm ssioner determ nes that portions of such a form
printed with type less than 8-point is not deceptive or
m sl eadi ng.

(2) An insurer may satisfy its obligations to make form
filings by becom ng a nenber of, or a subscriber to, a rating
organi zation, l|icensed under section 2436 or 2630, which nakes
such filings and by filing with the conm ssioner a copy of its
authorization of the rating organization to nake the filings on
its behalf. Every nmenber of or subscriber to a rating
organi zation shall adhere to the formfilings made on its behal f
by the organi zati on except that an insurer may file with the
commi ssioner a substitute form and thereafter if a subsequent
formfiling by the rating organi zation affects the use of the
substitute form the insurer shall reviewits use and notify the
conmi ssi oner whether to withdraw its substitute form

(3) Begi nning January 1, 1992, the conm ssioner shall not
approve a formfiled pursuant to this section providing for or
relating to an insurance policy or an annuity contract for
personal, famly, or household purposes if the formfails to
obtain the readability score or neet the other requirenments of
t his subsection, as applicable:

(a) The readability score for a formfor which approval is

required by this section shall not be less than 45, as determ ned
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by the nethod provided in subdivisions (b) and (c).

(b) The readability score for a formshall be determ ned as
foll ows:

(i) For a formcontaining not nore than 10, 000 words, the
entire formshall be analyzed. For a formcontaining nore than
10, 000 words, not | ess than two 200-word sanpl es per page shal
be anal yzed instead of the entire form The sanples shall be
separated by at least 20 printed |ines.

(ii)) Count the nunber of words and sentences in the formor
sanpl es and divide the total nunmber of words by the total nunber
of sentences. Miltiply this quotient by a factor of 1.015.

(iit) Count the total nunber of syllables in the formor
sanpl es and divide the total nunber of syllables by the total
nunber of words. Miltiply this quotient by a factor of 84.6. As
used in this subparagraph, "syllable" nmeans a unit of spoken
| anguage consisting of 1 or nore letters of a word as indicated
by an accepted dictionary. |If the dictionary shows 2 or nore
equal | y acceptabl e pronunciations of a word, the pronunciation
contai ning fewer syllables nmay be used.

(iv) Add the figures obtained in subparagraphs (ii) and (iii)
and subtract this sumfrom 206.835. The figure obtained equals
the readability score for the form

(c) For the purposes of subdivision (b)(ii)) and (iii), the
foll ow ng procedures shall be used:

(i) A contraction, hyphenated word, or nunbers and letters
when separated by spaces shall be counted as 1 word.

(ii)) Aunit of words ending wwth a period, sem colon, or
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col on, but excluding headi ngs and captions, shall be counted as 1
sent ence.

(d) I'n determining the readability score, the nethod provided
i n subdi visions (b) and (c):

(i) Shall be applied to an insurance policy formor an
annuity contract, together with a rider or indorsenent form
usual |y associated with such an insurance policy formor annuity
contract.

(ii) Shall not be applied to words or phrases that are
defined in an insurance policy form an annuity contract, or
riders, indorsenents, or group certificates pursuant to an
i nsurance policy formor annuity contract.

(iii) Shall not be applied to | anguage specifically agreed
upon through collective bargaining or required by a collective
bar gai ni ng agreenent.

(iv) Shall not be applied to | anguage that is prescribed by
state or federal statute or by rules or regul ations promul gated
pursuant to a state or federal statute.

(e) Each formfor which approval is required by this section
shall contain both of the follow ng:

(1) Topi cal captions.

(i) An identification of exclusions.

(f) Each insurance policy and annuity contract that has nore
than 3,000 words printed on not nore than 3 pages of text or that
has nore than 3 pages of text regardl ess of the nunber of words
shall contain a table of contents. This subdivision does not

apply to indorsenents.
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(g) Each rider or indorsenent formthat changes coverage
shall do all of the follow ng:

(1) Contain a properly descriptive title.

(ii) Reproduce either the entire paragraph or the provision
as changed.

(1ii) Be acconmpani ed by an expl anation of the change.

(h) If a conputer system approved by the comm ssi oner
calcul ates the readability score of a formas being in conpliance
wWith this subsection, the formis considered in conpliance with
the readability score requirenments of this subsection.

(4) After January 1, 1992, any change or addition to a policy
or annuity contract formfor personal, famly, or household
pur poses, whether by indorsenent, rider, or otherw se, or a
change or addition to a rider or indorsenent formto such policy
or annuity contract form which policy or annuity contract form
has not been previously approved under subsection (3), shall be
submitted for approval pursuant to subsection (3).

(5) Upon witten notice to the insurer, the comm ssioner may
di sapprove, w thdraw approval, or prohibit the issuance,
advertising, or delivery of any formto any person in this state
if it violates any provisions of this act, or contains
i nconsi stent, anbi guous, or m sleading clauses, or contains
exceptions and conditions that unreasonably or deceptively affect
the risk purported to be assunmed in the general coverage of the
policy. The notice shall specify the objectionable provisions or
conditions and state the reasons for the conm ssioner's

decision. If the formis legally in use by the insurer in this
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state, the notice shall give the effective date of the
conmi ssi oner's di sapproval, which shall not be |less than 30 days
subsequent to the mailing or delivery of the notice to the
insurer. If the formis not legally in use, then disapproval
shall be effective inmedi ately.

(6) If a formis disapproved or approval is w thdrawn under
the provisions of this act, the insurer is entitled upon demand
to a hearing before the conm ssioner or a deputy comr ssi oner
within 30 days after the notice of disapproval or of wthdrawal
of approval. After the hearing, the comm ssioner shall nake
findings of fact and law, and either affirm nodify, or wthdraw
his or her original order or decision.

(7) Any issuance, use, or delivery by an insurer of any form
Wi t hout the prior approval of the comm ssioner as required by
subsection (1) or after w thdrawal of approval as provided by
subsection (5) constitutes a separate violation for which the
conmi ssioner may order the inposition of a civil penalty of
$25. 00 for each offense, but not to exceed the maxi mum penalty of
$500.00 for any 1 series of offenses relating to any 1 basic
policy form which penalty nay be recovered by the attorney
general as provided in section 230.

(8) The filing requirements of this section do not apply to
any of the follow ng:

(a) Insurance against |oss of or damage to:

(i) lmports, exports, or domestic shipnents.

(i) Bridges, tunnels, or other instrunentalities of

transportati on and communi cati on.
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(iii) Aircraft and attached equi pnent.

(iv) Vessels and watercraft under construction or owned by or
used in a business or having a straight-line hull |length of nore
than 24 feet.

(b) Insurance against loss resulting fromliability, other
t han worker's conpensation or enployers' liability arising out of
t he ownershi p, nmintenance, or use of:

(i) lmports, exports, or domestic shipnents.

(1i)) Aircraft and attached equi pnent.

(iii) Vessels and watercraft under construction or owned by
or used in a business or having a straight-line hull [ength of
nore than 24 feet.

(c) Surety bonds other than fidelity bonds.

(d) Policies, riders, indorsenents, or forns of unique
character designed for and used with relation to insurance upon a
particul ar subject, or that relate to the manner of distribution
of benefits or to the reservation of rights and benefits under
life or disability insurance policies and are used at the request
of the individual policyholder, contract holder, or certificate
hol der. Begi nni ng Septenber 1, 1968, the conm ssioner by order
may exenpt fromthe filing requirenents of this section and
sections 2242, 3606, and 4430 for so long as he or she considers
proper any insurance docunent or form except that portion of the
docunent or formthat establishes a relationship between group
disability insurance and personal protection insurance benefits
subj ect to exclusions or deductibles pursuant to section —3309a

3107, as specified in the order to which this section practicably
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may not be applied, or the filing and approval of which are
consi dered unnecessary for the protection of the public.
I nsurance docunents or forms providing nedical paynents or incone
repl acenent benefits, except that portion of the document or form
t hat establishes a rel ationship between group disability
i nsurance and personal protection insurance benefits subject to
excl usi ons or deducti bl es pursuant to section —3309a— 3107,
exenpt by order of the conm ssioner fromthe filing requirenments
of this section and sections 2242 and 3606 are consi dered
approved by the comm ssioner for purposes of section 3430.

(e) Insurance that neets both of the follow ng:

(i) I's sold to an exenpt commercial policyhol der

(ii) Contains a prom nent disclainer that states "This policy
is exenpt fromthe filing requirenents of section 2236 of the
i nsurance code of 1956, 1956 PA 218, MCL 500.2236." or words
that are substantially simlar.

(9) As used in this section and sections 2401 and 2601,
"exenpt commercial policyholder” nmeans an insured that purchases

the insurance for other than personal, famly, or household

pur poses.
(10) Every order made by the conm ssioner under the
provi sions of this section is subject to court review as provi ded

in section 244.
Enacting section 1. This anendatory act does not take
ef fect unless House Bill No. 5314 of the 92nd Legislature is

enacted into | aw
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