
[No. 25]

(HB 4029)

AN ACT to amend 1956 PA 218, entitled “An act to revise, consolidate, and classify
the laws relating to the insurance and surety business; to regulate the incorporation or
formation of domestic insurance and surety companies and associations and the admission
of foreign and alien companies and associations; to provide their rights, powers, and
immunities and to prescribe the conditions on which companies and associations
organized, existing, or authorized under this act may exercise their powers; to provide the
rights, powers, and immunities and to prescribe the conditions on which other persons,
firms, corporations, associations, risk retention groups, and purchasing groups engaged in
an insurance or surety business may exercise their powers; to provide for the imposition
of a privilege fee on domestic insurance companies and associations and the state accident
fund; to provide for the imposition of a tax on the business of foreign and alien companies
and associations; to provide for the imposition of a tax on risk retention groups and
purchasing groups; to provide for the imposition of a tax on the business of surplus line
agents; to provide for the imposition of regulatory fees on certain insurers; to modify tort
liability arising out of certain accidents; to provide for limited actions with respect to that
modified tort liability and to prescribe certain procedures for maintaining those actions; to
require security for losses arising out of certain accidents; to provide for the continued
availability and affordability of automobile insurance and homeowners insurance in this
state and to facilitate the purchase of that insurance by all residents of this state at fair
and reasonable rates; to provide for certain reporting with respect to insurance and with
respect to certain claims against uninsured or self-insured persons; to prescribe duties for
certain state departments and officers with respect to that reporting; to provide for
certain assessments; to establish and continue certain state insurance funds; to modify and
clarify the status, rights, powers, duties, and operations of the nonprofit malpractice
insurance fund; to provide for the departmental supervision and regulation of the
insurance and surety business within this state; to provide for regulation over worker’s
compensation self-insurers; to provide for the conservation, rehabilitation, or liquidation
of unsound or insolvent insurers; to provide for the protection of policyholders, claimants,
and creditors of unsound or insolvent insurers; to provide for associations of insurers to
protect policyholders and claimants in the event of insurer insolvencies; to prescribe
educational requirements for insurance agents and solicitors; to provide for the regulation
of multiple employer welfare arrangements; to create an automobile theft prevention
authority to reduce the number of automobile thefts in this state; to prescribe the powers
and duties of the automobile theft prevention authority; to provide certain powers and duties
upon certain officials, departments, and authorities of this state; to repeal acts and parts
of acts; and to provide penalties for the violation of this act,” by amending section 2117
(MCL 500.2117), as amended by 1980 PA 461.

The People of the State of Michigan enact:

500.2117 Home insurance; condition of maintaining insurer’s 
certificate of authority; basis of underwriting rules; provisions applic-
able to repair cost policy; rates; aggregation of claims; adjustment
of minimum dollar amounts.
Sec. 2117. (1) As a condition of maintaining its certificate of authority, an insurer shall

not refuse to insure, refuse to continue to insure, or limit the coverage available to an
eligible person for home insurance, except in accordance with underwriting rules
established pursuant to this section and section 2119. An insurer shall not establish
underwriting rules for home insurance for contracts providing identical coverages that
differ from those of any affiliate of the insurer.
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(2) The underwriting rules that an insurer may establish for home insurance shall be
based only on the following:

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

(b) The physical condition of the property insured or to be insured, provided the
underwriting rules are objective, are directly related to the perils insured against, and,
without regard to the age of the structure, are based upon the specific provisions of a
national, state, or local housing and safety code, a manufacturer’s specification, or standards
of similar specificity. If an applicant or insured obtains a certificate of compliance or
habitation issued by an appropriate governmental unit or agency, certifying that a
building is in substantial compliance with local housing and safety codes, the certificate
creates a rebuttable presumption that the dwelling meets the insurer’s underwriting rules
relating to physical condition.

(c) For the renewal of a home insurance policy, the liability claim history of the person
insured or to be insured during the 3-year period immediately preceding renewal of the
policy, if that history is based on 1 or both of the following:

(i) Claim experience arising out of an insured’s negligence.

(ii) Failure by the insured, after written notice from the insurer, to correct a physical
condition that is directly related to a paid liability claim or that presents a clear risk of a
significant loss under the liability portion of a homeowners policy.

(d) For new policies only, physical conditions that clearly present an extreme
likelihood of a significant loss under the liability coverages of a home insurance policy.

(e) The relationship between market value and replacement cost of a dwelling insured
or to be insured for a replacement 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 history under the policy,
excluding liability claims, as follows:

(i) If there has been 1 or more of the following:

(A) Three paid claims within the immediately preceding 3-year period totaling $1,500.00
or more, exclusive of weather-related claims.

(B) Three paid claims within the immediately preceding 3-year period totaling
$2,000.00 or more, including weather-related claims.

(ii) A history of 3 or more paid claims within an immediately preceding 3-year period
if the insurer meets all of the following:

(A) Has an underwriting rule under subparagraph (i) in effect.

(B) The underwriting rule under this subparagraph is for a paid claim history that
totals not less than the amount in subparagraph (i)(A) exclusive of weather-related claims
and totals not less than the amount in subparagraph (i)(B) including weather-related claims.

(C) The underwriting rule under this subparagraph applies to an insured who has had
a home insurance policy with the insurer for a continuous minimum period of time as
determined by the insurer that may be any period of time between 5 and 10 years.

(g) The number of residences within the dwelling are inconsistent with the policy
forms approved by the commissioner for the insurer.

(h) The unoccupancy of a dwelling for more than 60 days, if there is evidence of an
intent to vacate or keep the premises 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
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surcharge 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 adjacent physical hazard shall be due to a change in the hazard from that
which existed at the original date of issuance of the policy.

(j) The failure of the insured or applicant to purchase an amount of insurance in excess
of 80% of the replacement cost of the property to be insured under a replacement cost
policy, if both of the following conditions are met:

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

(ii) The insurer offers in this state at least 1 form of a replacement cost policy for
which the insurer requires only a minimum amount of insurance equal to 80% of the
replacement cost of the dwelling as a condition of purchase.

(3) If an insurer establishes an underwriting rule based upon the relationship between
the market value and replacement cost pursuant to subsection (2)(e), all the following shall
apply as to the repair cost policy:

(a) The insurer shall offer for sale a repair cost policy with deductibles, terms and
conditions, perils insured against, and types and amounts of coverage, which are
substantially equivalent to the deductibles, terms and conditions, perils insured against,
and types and amounts of coverage provided by the replacement cost policy of the insurer
at least equivalent to the HO-2 form replacement cost policy filed and in effect in this state
for the principal rating organization as of October 1, 1979.

(b) The insurer shall not utilize an underwriting rule based upon the relationship
between the market value and replacement cost for the repair cost policy.

(4) The rates of an insurer for a repair cost policy shall be established so that the
premium for a repair cost policy shall not exceed 105% of the premium for an amount of
insurance equal to 80% of the replacement cost of the dwelling under the equivalent
replacement cost policy described in subsection (3)(a). Premiums for dwellings with
identical replacement costs shall vary on a schedule determined by the insurer in
accordance with the market value of the dwellings.

(5) Off-premises claims may be aggregated for the purposes of subsection (2)(f),
irrespective of the location of the insured dwelling. All claims other than off-premises
losses utilized in a determination for purposes of subsection (2)(f) shall be aggregated only
as to an insured dwelling. The minimum dollar amounts prescribed in subsection (2)(f)(i)
shall be adjusted on January 1, 2006, and on January 1 every sixth year thereafter, to
reflect the aggregate annual average percentage change in the consumer price index since
the previous adjustment, rounded to the nearest hundred dollars. As used in this
subsection, “consumer price index” means the consumer price index for all urban
consumers in the U.S. city average, as most recently reported by the United States
department of labor, bureau of labor statistics, and after certification by the commissioner
in an administrative bulletin.

Effective date.
Enacting section 1. This amendatory act takes effect January 1, 2002.

This act is ordered to take immediate effect.
Approved June 18, 2001.
Filed with Secretary of State June 19, 2001.
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