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HOUSE BILL No. 5256

September 29, 2005, Introduced by Reps. Proos, Shaffer, Jones, Acciavatti, Mortimer,
Gaffney, Hansen, Booher, Caswell, Robertson, Condino, Taub, Vander Veen, Ball,
Pavlov, Caul, Green, Wojno, Moore, Meyer, Pearce, Pastor, Stewart, Walker, Stahl,
Tobocman, Mayes, Farrah, Brandenburg, Newell, Sheen, Phillips, Adamini, Brown,
Leland, Angerer, Clemente and Bieda and referred to the Committee on Insurance.

A bill to anmend 1956 PA 218, entitled
"The insurance code of 1956,"
by amendi ng section 3020 (MCL 500.3020), as anended by 1998 PA 410.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 3020. (1) A policy of casualty insurance, except worker's
conpensati on and nortgage guaranty insurance, including 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
whi ch a prem um or advance assessnent is charged, unless the policy
contains the follow 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 assessnment above the pro rata rates for the

expired time, except as otherw se provided in subsections (2), (3),
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and (4).

(b) —Fhat— EXCEPT AS OTHERW SE PROVI DED I N SUBDI VI SI ON (D),
THAT the policy may be canceled at any tinme by the insurer by
mailing to the insured at the insured s address |ast known to the
i nsurer or an authorized agent of the insurer, with postage fully
prepaid, a not |less than 10 days' witten notice of cancellation
with or without tender of the excess of paid prem um or assessnent
above the pro rata premumfor the expired tine.

(c) That the m ni mum 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 I ess than the
pro rata premumfor the expired tine or $25.00, whichever is
greater.

(D) THAT A MALPRACTI CE | NSURANCE POLI CY MAY BE CANCELED AT ANY
TI ME BY THE | NSURER ONLY BY MAI LI NG TO THE | NSURED AT THE | NSURED S
ADDRESS LAST KNOWN TO THE | NSURER OR AN AUTHORI ZED AGENT OF THE
I NSURER, W TH POSTAGE FULLY PREPAI D, A NOT' LESS THAN 90 DAYS
VWRI TTEN NOTI CE OF CANCELLATION WTH OR W THOUT TENDER OF THE EXCESS
OF PAI D PREM UM OR ASSESSMENT ABOVE THE PRO RATA PREM UM FOR THE
EXPIRED TIME. AS USED IN THI' S SUBDI VI SI ON, " MALPRACTI CE | NSURANCE"
MEANS MALPRACTI CE | NSURANCE AS DESCRI BED | N SECTI ON 624(1) (H).

(2) An insurer may file a rule with the conmm ssioner providing
for a mnimumretention of prem um for autonobile insurance as
defined in section 2102(2)(a) and (b). The rule shall describe the
ci rcunst ances under which the retention is applied and shall set
forth the anbunt to be retained, which is subject to the approva

of the comm ssioner. The rule shall include, but need not be
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limted to, the follow ng provisions:

(a) That a mininumretention shall be applied only when the
anmount exceeds the anount that woul d have been retained had the
policy been canceled on a pro rata basis.

(b) That a mininumretention does not apply to renewal
pol i ci es.

(c) That a mininumretention does not apply when a policy is
cancel ed for the foll owi ng reasons:

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

(ii) The insured has replaced the autonobile insurance policy
bei ng cancel ed with an autonobile insurance policy from another
i nsurer and provi des proof of the replacenent coverage to the
cancel ing insurer.

(3) Notwi thstandi ng subsection (1), an insurer may issue a
noncancel abl e, nonrefundabl e, 6-nmonth prepai d autonobil e insurance
policy in order for an insured to neet the registration
requi renents of section 227a of the M chigan vehicle code, 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
snowrobil e. As used in this subsection

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

(b) "Of-road vehicle" neans an ORV as defined in section
81101 of the natural resources and environnental protection act,
1994 PA 451, MCL 324.81101.

(c) "Snownobile" neans that termas defined in section 82101
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of the natural resources and environnental protection act, 1994 PA
451, MCL 324.82101.

(d) "Watercraft” neans that termas defined in section 80301
of the natural resources and environnental protection act, 1994 PA
451, MCL 324.80301.

(5) Cancellation as prescribed in this section is wthout
prejudice to any claimoriginating before the cancellation. The
mailing of notice is prima facie proof of notice. Delivery of
witten notice is equivalent to mailing.

(6) A notice of cancellation, including a cancellation notice
under section 3224, shall be acconpanied by a statenment that the
i nsured shall not operate or permt the operation of the vehicle to
whi ch notice of cancellation is applicable, or operate any other
vehicle, unless the vehicle is insured as required by | aw.

(7) An insurer who wishes to provide for a short rate prem um
under subsection (4) shall file with the conm ssioner pursuant to
chapter 24 or 26 a rule establishing a short rate premum The rule
shal | describe the circunstances under which the short rate is
applied and shall set forth the anmobunt or percentage to be
retai ned.

Enacting section 1. This amendatory act applies to mal practice
i nsurance policies in effect on, or issued on or after, the date

this anendatory act is enacted.
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