THE INSURANCE CODE OF 1956
Act 218 of 1956

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 atax on risk retention groups and purchasing groups; to provide for the imposition of atax on
the business of surplus line agents; to provide for the imposition of regulatory fees on certain insurers; to
provide for assessment fees on certain health maintenance organizations; 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 provide for an appropriation; to
repeal acts and parts of acts; and to provide penalties for the violation of this act.

History: 1956, Act 218, Eff. Jan. 1, 1957;01 Am. 1972, Act 294, Eff. Mar. 30, 1973;00 Am. 1977, Act 42, Imd. Eff. June 28, 1977;0
Am. 1979, Act 145, Imd. Eff. Nov. 13, 1979;00 Am. 1980, Act 41, Imd. Eff. Mar. 17, 1980;00 Am. 1982, Act 194, Imd. Eff. June 28,
1982;01 Am. 1986, Act 10, Imd. Eff. Feb. 28, 1986;01 Am. 1986, Act 121, Imd. Eff. May 28, 1986;(1 Am. 1986, Act 173, Imd. Eff. July
7,1986;00 Am. 1989, Act 214, Eff. Jan. 1, 1990;0 Am. 1991, Act 24, Imd. Eff. May 20, 1991;0 Am. 1994, Act 228, Imd. Eff. June 30,
1994;00 Am. 1998, Act 457, Imd. Eff. Jan. 4, 1999;00 Am. 2002, Act 304, Imd. Eff. May 10, 2002.

Compiler's note: Act 143 of 1993, which amended this act, was submitted to the people by referendum petition (as Proposal C) and
rejected by amagjority of the votes cast at the November 8, 1994, general election.

For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of Licensing and
Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to

the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
2000-2, compiled MCL 445.2003 of the Michigan compiled laws.

Popular name: Act 218

The People of the State of Michigan enact:

CHAPTER 1
SCOPE OF CODE

500.100 Insurance code of 1956; short title.
Sec. 100. This act shall be known and may be cited as “the insurance code of 1956”.
History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the insurance bureau and the commissioner of insurance to
the commissioner of the office of financial and insurance services and the office of financial and insurance services, see E.R.O. No.
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2000-2, compiled at MCL 445.2003 of the Michigan compiled laws.
Popular name: Act 218
Popular name: Essentia Insurance

500.102 “Commissioner” and “department” defined.

Sec. 102. (1) “Commissioner” as used in this act means the commissioner of the office of financia and
insurance services.

(2) “Department” as used in this act means the office of financial and insurance services.

History: 1956, Act 218, Eff. Jan. 1, 1957,0 Am. 2000, Act 252, Imd. Eff. June 29, 2000.

Popular name: Act 218

Popular name: Essentia Insurance

500.103 “Revenue commissioner” defined.

Sec. 103. As used in this code, “revenue commissioner” means the state commissioner of revenue
appointed under Act No. 122 of the Public Acts of 1941, being sections 205.1 to 205.31 of the Michigan
Compiled Laws.

History: Add. 1990, Act 256, Imd. Eff. Oct. 15, 1990.

Popular name: Act 218

Popular name: Essentia Insurance

500.106 Insurer; definition.

Sec. 106. “Insurer” as used in this code means any individual, corporation, association, partnership,
reciprocal exchange, inter-insurer, Lloyds organization, fraternal benefit society, and any other legal entity,
engaged or attempting to engage in the business of making insurance or surety contracts.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.108 Authorized, unauthorized insurer; definitions.

Sec. 108. As used in this code:

(1) “Authorized” insurer means an insurer duly authorized, by a subsisting certificate of authority issued by
the commissioner, to transact insurance in this state.

(2) “Unauthorized” insurer means an insurer not so authorized to transact insurance in this state.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.110 Domestic, foreign, alien; definitions.

Sec. 110. Asused in this code:

(1) “Domestic” insurer means an insurer formed under the laws of this state.

(2) “Foreign” insurer means an insurer formed under the laws of the District of Columbia, or some state,
commonwealth, territory, or possession of the United States of America other than the state of Michigan.

(3) “Alien” insurer means an insurer formed under the laws of a country other than the United States of
Americaor any state, district, commonwealth, territory, or possession of the United States of America.

(4) Unless the context otherwise requires or unless the same subject is treated in this code by a provision
expressly applying to alien insurers, the term “foreign insurer” as used in a particular section of this code shall
be deemed to include also alien insurers.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essential Insurance

500.114 Person; definition.

Sec. 114. “Person” as used in this code includes an individual, insurer, company, association, organization,
Lloyds, society, reciprocal or inter-insurance exchange, partnership, syndicate, business trust, corporation,
and any other legal entity.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essential Insurance
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500.115 Definitions.

Sec. 115. Asused in this act unless the context clearly indicates otherwise:

(a) “Affiliate” or a person “affiliated” with a specific person means a person that directly, or indirectly
through 1 or more intermediaries, controls, is controlled by, or is under common control with the person
specified.

(b) “Control” including the terms “controlling”, “controlled by”, and “under common control with” mean
the following:

(i) Except as otherwise provided in subparagraph (ii), the possession or the contingent or noncontingent
right to acquire possession, direct or indirect, of the power to direct or cause the direction of the management
and policies of a person, whether through the ownership of voting securities, by contract including acquisition
of assets or bulk reinsurance, other than a commercial contract for goods or nonmanagement services, by
pledge of securities, or otherwise, unless the power is the result of an official position with or corporate office
held by the person. Control is presumed to exist if any person, by formal or informal arrangement, device, or
understanding, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing 10% or more of the voting securities of any other person or for a mutual insurer owns 10% or
more of the insurer's surplus through surplus notes, guarantee fund certificates or other evidence of
indebtedness issued by the insurer. This presumption may be rebutted by a showing made in the manner
provided by section 1332 that control does not in fact exist. The commissioner may determine after furnishing
to all personsin interest notice and an opportunity to be heard and making specific findings of fact to support
the determination that control in fact exists notwithstanding the absence of a presumption to that effect.

(i) “Control”, for the purpose of section 1243 and chapter 5 only, means 1 or more of the following:

(A) Ownership, control, or power to vote 25% or more of the outstanding shares of any class of voting
security of the company, directly or indirectly, or acting through 1 or more other persons.

(B) Control in any manner over the election of a majority of the directors, trustees, or general partners or
individuals exercising similar functions of the company.

(C) The power to exercise, directly or indirectly, a controlling influence over the management or policies
of the company, as the commissioner determines.

(c) “Insurance holding company system” means 2 or more affiliated persons, 1 or more of which is an
insurer.

(d) “Securityholder” of a specified person means a person who owns any security of the person, including
common stock, preferred stock, debt obligations, and any other security convertible into or evidencing the
right to acquire any of the foregoing.

(e) “Subsidiary” of a specified person means an affiliate controlled by that person directly or indirectly
through 1 or more intermediaries.

(f) “Voting security” includes any security convertible into or evidencing a right to acquire a voting
Ssecurity.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;00 Am. 2001, Act 24, Imd. Eff. June 18, 2001.

Popular name: Act 218

Popular name: Essentia Insurance

500.116 Additional definitions.

Sec. 116. Asused in this act:

(a) “Abuse of discretion” means not in the reasonable exercise of discretion.

(b) “Hazardous to policyholders, creditors, and the public’ means that an insurer, with respect to the
financial condition of its business, is not safe, reliable, and entitled to public confidence.

(c) “In the reasonable exercise of discretion” means that an order, decision, determination, finding, ruling,
opinion, action, or inaction was based upon facts reasonably found to exist and was not inconsistent with
generally acceptable standards and practices of those knowledgeable in the field in question.

(d) “Safe, reliable, and entitled to public confidence” means that an insurer meets all of the following:

(i) With respect to its financial standards and conduct and discharge of its obligations to policyholders and
creditors, has complied and continues to comply with the specific requirements of this act and, if relevant, the
insurance codes or acts of its state of domicile and other states in which it is authorized to conduct an
insurance business.

(if) Has made and continues to make reasonable financia provisions and apply sound insurance principles
so as to provide reasonable margins of financial safety with respect to the insurance and other obligations it
has assumed and continues to assume such that the insurer will be able to discharge those obligations under
any reasonable conditions and contingencies taking into account without limitation reasonably anticipated
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contingencies, including those affecting changes in the projections of liabilities, fluctuations in value of
assets, alterations in projections as to when obligations may become due, and expected and unexpected new
claims with respect to obligations.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

Popular name: Essentia Insurance

500.118 Treatment of alien insurer as foreign insurer.

Sec. 118. If an dlien insurer is domiciled in a country other than the United States that has an agreement
with the United States whereby each agrees to treat insurers domiciled in the other country the same as
insurers domiciled in its own country, the alien insurer may apply for a certificate of authority as a foreign
insurer pursuant to section 424. If the certificate of authority as a foreign insurer is granted, the alien insurer
shall be treated as aforeign insurer under this act, but only to the extent that the other country and its political
subdivisions in which the alien insurer is domiciled actually extend like treatment to insurers domiciled in the
United States.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218

Popular name: Essentia Insurance

500.120 Insurance and surety transactions; compliance with code.

Sec. 120. No person shall transact an insurance or surety business in Michigan, or relative to a subject
resident, located, or to be performed in Michigan, without complying with the applicable provisions of this
code.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.121 Surety; rights; remedies; relief.

Sec. 121. (1) A person and a surety may agree to deposit any asset that the surety may be held responsible
for into afinancial institution that is authorized to transact business in this state in such manner as to prevent
the withdrawal of the asset or any part of the asset except with the written consent of the surety or an order of
the court made on such notice to the person and the surety as the court directs.

(2) A person acting in a fiduciary capacity who is required to obtain a bond may include the cost of
obtaining the bond as part of the expense of acting as afiduciary if alowed by the court to which the fiduciary
is required to account and so long as the cost does not exceed 1% annually of the bond amount or an amount
otherwise approved by the commissioner. The surety on a bond under this subsection may apply to the court
for an order relieving the surety of liability for future acts of the fiduciary. Following notice and a hearing, the
court may enter an order discharging the surety from liability arising out of acts or omissions occurring after
the date of the order on such terms and conditions as the court considers necessary to protect the fiduciary
estate and its beneficiaries.

(3) A person required to furnish a bond may use any surety that holds a certificate of authority issued under
this chapter and so long as the amount of the bond is within the surety's risk limitation under section 640.

(4) Upon payment of the obligation secured by the bond, a surety is subrogated to the rights of the party to
whom it made payment including any security or priority to which its subrogor was entitled.

(5) The corporate surety on a bond shall be released or discharged from its liability on the same terms and
conditions as are applicable to the release or discharge of individual sureties. A surety has al rights, remedies,
and relief to which an individual guarantor or indemnitor would be entitled.

History: Add. 2001, Act 182, Imd. Eff. Dec. 21, 2001.

Popular name: Act 218

Popular name: Essentia Insurance

500.122 Applicability of Michigan antitrust reform act.

Sec. 122. Transactions or conduct authorized, prohibited, or permitted under a regulatory scheme under
this code shall not be subject to the Michigan antitrust reform act, Act No. 274 of the Public Acts of 1984,
being sections 445.771 to 445.788 of the Michigan Compiled Laws. The fact that a transaction or conduct
concerns the business of insurance shall not exempt it from the Michigan antitrust reform act unless the
activity has been authorized, prohibited, or permitted under aregulatory scheme under this code.

History: Add. 1986, Act 173, Imd. Eff. July 7, 1986.

Rendered Monday, February 10, 2014 Page 4 Michigan Compiled Laws Complete Through PA 3 of 2014

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



Popular name: Act 218
Popular name: Essentia Insurance

500.124 Exceptions.

Sec. 124. This code shall not apply to:

(a) Domestic farmers and other special risk mutual property insurers, as identified in chapter 68, except as
stated in chapter 68.

(b) Fraternal benefit societies, except as stated in chapter 81a.

(c) A multiple employer welfare arrangement regul ated under chapter 70, except as provided in chapter 70.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1986, Act 121, Imd. Eff. May 28, 1986;0 Am. 1990, Act 1, Eff. Apr. 1, 1990.
Popular name: Act 218
Popular name: Essentia Insurance

500.126 Waiver of customer liability agreement; definitions.

Sec. 126. (1) A waiver of customer liability agreement is not insurance or the business of insurance and is
not subject to this act.

(2) Asused in this section;

(a) "Service provider" means a public or private provider of electricity, natural gas, water, sewer, solid
waste collection, or any other similar service, and any provider of communications services involving the
transmission of data or any other information or signals utilizing any medium or method, including, but not
limited to, cable or broadband service, IP-enabled voice service, cellular or mobile service, or any other
similar service.

(b) "Waiver of customer liability agreement” means an optional agreement between a service provider and
a customer of the service provider under which the service provider agrees, in return for a specified charge
payable by the customer to the service provider, to waive all or a portion of the customer's liability to the
service provider for incurred charges during a defined period in the event of any 1 or more of the following:
the customer's call to active military service; involuntary unemployment; death; disability; hospitalization;
marriage; divorce; evacuation; displacement due to natural disaster or other cause; qualification for family
leave; or similar qualifying event or condition. A waiver of customer liability may be contained in the
agreement under which the service provider provides services to the customer or in a separate agreement
between the service provider and the customer.

History: Add. 2006, Act 432, Imd. Eff. Oct. 5, 20086.

Popular name: Act 218

Popular name: Essentia Insurance

500.127 Guaranteed asset protection waiver; certificate of authority or license not required,;
issuance not construed as insurance; definitions.

Sec. 127. (1) A guaranteed asset protection waiver that is subject to the guaranteed asset protection waiver
act is not insurance or the business of insurance and is not subject to this act.

(2) A person is not required to obtain a certificate of authority or license under this act to market, sell, or
offer to sell guaranteed asset protection waivers in compliance with the guaranteed asset protection waiver act
to borrowers.

(3) A guaranteed asset protection waiver issued before the effective date of the amendatory act that added
this section shall not be construed as insurance.

(4) As used in this section, "borrower" and "guaranteed asset protection waiver" mean those terms as
defined in section 3 of the guaranteed asset protection waiver act.

History: Add. 2009, Act 230, Imd. Eff. Jan. 8, 2010.

Popular name: Act 218

Popular name: Essentia Insurance

500.128 Additional exceptions.

Sec. 128. This code shall not apply to:

() Nonprofit organizations of a purely philanthropic or socia character, which may issue protection for
the benefit of their members in amounts not to exceed $150.00 death benefit or $6.00 per week sickness or
accident benefit upon compliance with provisions of the nonprofit corporation act, Act No. 162 of the Public
Acts of 1982, being sections 450.2101 to 450.3192 of the Michigan Compiled Laws, and with the further and
additional requirements that commissions or fees shall not be charged in such transactions, nor shall these
organizations be formed or operated principally or primarily for the purpose of issuing such policies or
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contracts of insurance.

(b) Organizations legally operating under exceptions to the application of the insurance code in force and
effect heretofore, provided these organizations shall notify the commissioner of their intention to so continue,
and shall furnish with that notice satisfactory proof of their eligibility under said exceptions. The
commissioner shall not be required to accept any notice filed later than December 31, 1945.

(c) Those fraternal and other societies, orders, associations, and organizations exempted pursuant to section
8199, exempted fraternal societies and other organizations, but subject to the provisions of section 8199.

(d) Voluntary associations of employees which provide death, accident, or sickness benefits to persons
employed by the same employer.

(e) The Mennonite aid association of Indianaand Michigan.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1986, Act 318, Eff. June 1, 1987;0 Am. 1990, Act 1, Eff. Apr. 1, 1990.

Popular name: Act 218

Popular name: Essential Insurance

500.132 Saving clause; incumbent officers.

Sec. 132. Continuation by this act of any state department or any office existing under any act repeaed
herein preserves such department and preserves the tenure of the individua holding such office at the
effective date of this act.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essential Insurance

500.134 Validity of certificate of authority or license in force prior to January 1, 1957; validity
of plan of operation and premium or assessment; association or facility not state agency
and money thereof not state money; records exempt from disclosure; premium or
assessment not burden under MCL 500.476a; “association or facility” defined.

Sec. 134. (1) Every certificate of authority or license in force immediately prior to January 1, 1957 and
existing under any act repealed by this act isvalid until its original expiration date, unless earlier terminated in
accordance with this act.

(2) Any plan of operation adopted by an association or facility, and any premium or assessment levied
against an insurer member of that association or facility, is hereby validated retroactively to the date of its
original adoption or levy and shall continue in force and effect according to the terms of the plan of operation,
premium, or assessment until otherwise changed by the commissioner or the board of directors of the
association or facility pursuant to this act.

(3) An association or facility or the board of directors of the association or facility is not a state agency and
the money of an association or facility is not state money.

(4) A record of an association or facility shall be exempted from disclosure pursuant to section 13 of the
freedom of information act, Act No. 442 of the Public Acts of 1976, being section 15.243 of the Michigan
Compiled Laws.

(5) Any premium or assessment levied by an association or facility, or any premium or assessment of a
similar association or facility formed under alaw in force outside this state, is not a burden or special burden
for purposes of a calculation under section 476a, and any premium or assessment paid to an association or
facility shall not be included in determining the aggregate amount a foreign insurer pays to the commissioner
under section 476a.

(6) As used in this section, “association or facility” means an association of insurers created under this act
and any other association or facility formed under this act as a nonprofit organization of insurer members,
including, but not limited to, the following:

(a) The Michigan worker's compensation placement facility created under chapter 23.

(b) The Michigan basic property insurance association created under section 29.

(c) The catastrophic claims association created under chapter 31.

(d) The Michigan automobile insurance placement facility created under chapter 33.

(e) The Michigan life and health insurance guaranty association created under chapter 77.

(f) The property and casualty guaranty association created under chapter 79.

(g) The assigned claims facility created under section 3171.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1988, Act 349, Imd. Eff. Nov. 15, 1988;0 Am. 1990, Act 256, Imd. Eff. Oct. 15,
1990.

Compiler'snote: Section 2 of Act 349 of 1988 provides:
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The amendment to section 134 of Act No. 218 of the Public Acts of 1956, being section 500.134 of the Michigan Compiled Laws,
pursuant to this amendatory act is intended to codify, approve, and validate the actions and long-standing practices taken by the
associations and facilities mentioned in this amendatory act retroactively to the time of their original creation. It is the intent of this
amendatory act to rectify the misconstruction of the applicability of the administrative procedures act of 1969 by the court of appealsin
League General Insurance Company v Catastrophic Claims Association, Case No. 93744, December 21, 1987, with respect to the
imposition of rule promulgation requirements on the catastrophic claims association as a state agency, and to further assure that the
associations and facilities mentioned in this amendatory act, and their respective boards of directors, shall not hereafter be treated as a
state agency or public body."

Popular name: Act 218

Popular name: Essentia Insurance

500.140 Saving clause; existence of domestic insurer continued.

Sec. 140. Any insurer heretofore formed or incorporated under any insurance law of this state, whose act of
incorporation or act under which formed was repealed by Act No. 256 of the Public Acts of 1917 or is
repealed by this act, shall continue to have a corporate existence (if a corporation) or existence (if other than a
corporation), and shall have all the rights, privileges, immunities and limitations, obtained under such acts of
incorporation or formation, as evidenced by their articles of incorporation, bylaws, power of attorney or
constituent agreements made pursuant to such acts, as existing at the time this act takes effect; except, that all
amendments to such articles of incorporation or powers of attorney or agreements shall be made hereafter in
compliance with the provisions of this act, and all such insurers shall be otherwise governed by the provisions
of this act. All reincorporations of such incorporated insurers, for the purpose of extending their corporate
existence or for any other purpose shall be made only in compliance with this act, and any incorporated
insurer heretofore incorporated under any insurance law of this state may reincorporate under this act.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

Popular name: Essentia Insurance

500.142 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992

Compiler'snote: The repealed section pertained to incorporation requirements for insurance companies.
Popular name: Act 218
Popular name: Essentia Insurance

500.150 Violation of act; hearing; order of commissioner; penalties; court order.

Sec. 150. (1) Any person who violates any provision of this act for which a specific penalty is not provided
under any other provision of this act or of other laws applicable to the violation shall be afforded an
opportunity for a hearing before the commissioner pursuant to the administrative procedures act of 1969, Act
No. 306 of the Public Acts of 1969, being sections 24.201 to 24.328 of the Michigan Compiled Laws. If the
commissioner finds that a violation has occurred, the commissioner shall reduce the findings and decision to
writing and shall issue and cause to be served upon the person charged with the violation a copy of the
findings and an order requiring the person to cease and desist from the violation. In addition, the
commissioner may order any of the following:

(a) Payment of a civil fine of not more than $500.00 for each violation. However, if the person knew or
reasonably should have known that he or she was in violation of this act, the commissioner may order the
payment of a civil fine of not more than $2,500.00 for each violation. With respect to filings made under
chapters 21, 22, 23, 24, and 26, “violation” means a filing not in compliance with the provisions of those
chapters and does not include an action with respect to an individual policy based upon a noncomplying
filing. An order of the commissioner under this subdivision shall not require the payment of civil fines
exceeding $25,000.00. A fine collected under this subdivision shall be turned over to the state treasurer and
credited to the general fund.

(b) The suspension, limitation, or revocation of the person's license or certificate of authority.

(2) After notice and opportunity for hearing, the commissioner may by order reopen and alter, modify, or
set aside, in whole or in part, an order issued under this section if, in the commissioner's opinion, conditions
of fact or law have changed to require that action or the public interest requires that action.

(3) If aperson knowingly violates a cease and desist order under this section and has been given notice and
an opportunity for a hearing held pursuant to Act No. 306 of the Public Acts of 1969, the commissioner may
order a civil fine of $10,000.00 for each violation, or a suspension, limitation, or revocation of a person's
license, or both. A fine collected under this subsection shall be turned over to the state treasurer and credited
to the general fund.

(4) The commissioner may apply to the Ingham county circuit court for an order of the court enjoining a
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violation of this act.
History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1984, Act 7, Imd. Eff. Feb. 1, 1984;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218
Popular name: Essentia Insurance

CHAPTER 2
THE INSURANCE COMMISSIONER

500.200 Insurance department; establishment.

Sec. 200. There is hereby established a separate and distinct state department which shall be especially
charged with the execution of the laws in relation to insurance and surety business and to perform such other
duties as may be required by law: Provided, however, That the said department so established shall be deemed
and considered as in continuation of and the successor to the insurance bureau established by Act No. 108 of
the Session Laws of 1871, and other acts amending and supplementing the same, and as in continuation of
and the successor to the state department established by Act No. 256 of the Public Acts of 1917 and other acts
amending or supplementing the same.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: Act 108 of 1871, referred to in this section, was superseded by Act 256 of 1917. Act 256 of 1917, also referred to
in this section, was repealed by Act 218 of 1956.

For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of Licensing and
Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan Compiled Laws.

For transfer of authority, powers, duties, functions, and responsibilities of the commissioner of insurance to the commissioner of the
office of financial and insurance services by type Il transfer, see E.R.O. No. 2000-2, compiled at MCL 445.2003 of the Michigan
compiled laws.

Transfer of powers: See MCL 16.329 and 16.732.
Popular name: Act 218

500.202 Insurance commissioner; qualifications, office, term, appointment, approval,
vacancy.

Sec. 202. (1) The chief officer of the department shall be known as the commissioner of insurance. He
shall be a citizen of this state, shall have his office at the seat of government, shall personally superintend the
duties of his office, and shall not be a stockholder or directly or indirectly connected with the management of
affairs of any insurer. He shall be appointed by the governor for aterm of 4 years by and with the consent of
the senate.

(2) Whenever a vacancy occurs in the office of commissioner by reason of death, removal, or otherwise,
the governor shall fill such vacancy by appointment, by and with the advice and consent of the senate, if in
session.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Compiler's note: For transfer of the Department of Insurance and Office of the Commissioner on Insurance from the Department of
Licensing and Regulation to the Department of Commerce, see E.R.O. No. 1991-9, compiled at MCL 338.3501 of the Michigan
Compiled Laws.

Transfer of powers: See MCL 16.732.
Popular name: Act 218

500.204 Insurance commissioner; salary; oath; bond.

Sec. 204. The commissioner shall receive an annual salary as the legislature shall appropriate, payable as
other state officers are paid under the accounting laws of the state. Within 15 days from the time of notice of
his or her appointment, the commissioner shall take and subscribe the constitutional oath of office and file the
oath in the office of the secretary of state, and shall also within the same period give to the people of the state
of Michigan a bond in the pena sum of $50,000.00, with sureties to be approved by the state treasurer,
conditioned for the faithful discharge of the duties of hisor her office.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 2002, Act 105, Imd. Eff. Mar. 27, 2002.

Popular name: Act 218

500.205 Commissioner; powers.
Sec. 205. Orders, decisions, findings, rulings, determinations, opinions, actions, and inactions of the
commissioner in this act shall be made or reached in the reasonable exercise of discretion.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992.

Popular name: Act 218
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500.206 Insurance commissioner; seal, approval, renewal.

Sec. 206. The commissioner, with the approva of the governor, shall devise a seal, with suitable
inscriptions, for his office, a description of which, with certificate of the approval of the governor, shal be
filed in the office of the secretary of state, with an impression thereof, which seal shall thereupon be and
become the sea of office of the commissioner of insurance and the same may be renewed whenever
necessary.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.208 Office of financial and insurance services; offices; expense; audit.

Sec. 208. The department of management and budget shall assign to the office of financial and insurance
services at Lansing suitable rooms for conducting the business of the division, the necessary expense of which
shall be audited by the department of management and budget.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 2002, Act 105, Imd. Eff. Mar. 27, 2002.
Popular name: Act 218

500.210 Insurance commissioner; regulatory powers.

Sec. 210. The commissioner shall promulgate rules and regulations in addition to those now specifically
provided for by statute as he may deem necessary to effectuate the purposes and to execute and enforce the
provisions of the insurance laws of this state in accordance with the provisions of Act No. 88 of the Public
Acts of 1943, as amended, being sections 24.71 to 24.80 of the Compiled Laws of 1948, and subject to Act
No. 197 of the Public Acts of 1952, as amended, being sections 24.101 to 24.110 of the Compiled Laws of
1948.

History: Add. 1966, Act 73, Imd. Eff. June 10, 1966.
Popular name: Act 218

Administrative rules: R 500.301 et seq.; R 500.351; R 500.402 et seq.; R 500.701 et seq.; R 500.801 et seq.; R 500.831; R 500.841
et seg.; R 500.901 et seq.; R 500.1051 et seq.; R 500.1201 et seq.; R 500.1301 et seq.; R 500.1351 et seq.; R 500.1371 et seq.; R
500.2031, R 500.2032; R 500.2101 et seq.; R 501.3 et seq.; R 501.152 et seq;; R 501.201; and R 550.1 et seq. of the Michigan
Administrative Code.

500.212 Deputies, chief clerk and accountant, examiners, clerks, actuaries, and other
assistants; oath; powers and duties; hearings; rights of parties; revocation of
appointments, designations, and delegations of authority; compensation.

Sec. 212. (1) The commissioner may appoint afirst deputy and second deputy who shall subscribe and file
the congtitutional oath of office. Either of these deputies may perform any duty or act of the commissioner
during the commissioner's absence from the bureau. The commissioner may assign either of the deputies to
take charge of the bureau during the commissioner's absence.

(2) The commissioner may appoint and employ a chief clerk and accountant, examiners, clerks, actuaries,
and other necessary assistants, and may designate a chief examiner. The commissioner may designate specia
deputies from the commissioner's staff to perform specified duties, including supervision of the bureau during
the absence of the commissioner and the first and second deputies.

(3) The commissioner may designate 1 or more persons to conduct hearings provided for under this code,
hearings required by Act No. 306 of the Public Acts of 1969, as amended, being sections 24.201 to 24.315 of
the Michigan Compiled Laws, and hearings which the commissioner considers necessary and appropriate for
fact-finding or information gathering before making decisions, policies, and determinations alowable or
required by law in the course of carrying out the duties of the commissioner. Before a person may conduct
hearings, the person shall subscribe the constitutional oath of office and file the oath with the commissioner.
Limitations imposed by the commissioner upon the authority of a deputy or a person designated by the
commissioner to conduct hearings shall not be binding upon or limit the rights of the parties heard.

(4) The commissioner may revoke appointments, designations, and delegations of authority made pursuant
to this section, in his or her discretion. Appointees and designees provided for in this section shall be paid in
the manner prescribed by law.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1978, Act 497, Imd. Eff. Dec. 11, 1978.
Popular name: Act 218

500.214 Commissioner; immunity from civil liability; conditions.
Sec. 214. (1) The commissioner or his or her representatives are immune from civil liability, both
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personally and professionally, for any of their acts or omissionsif al of the following are met:

(a) The commissioner or his or her representatives acted or reasonably believed he or she acted within the
scope of hisor her authority.

(b) The commissioner's or his or her representatives conduct did not amount to gross negligence that was
proximate cause of the injury or damages suffered.

(2) The commissioner or his or her representatives shall not be personally liable for the acts or omissions
of others.

(3) Except as otherwise provided in this section, defense and indemnification of the commissioner or his or
her representatives for an act or omission under this act shall be conducted in accordance with Act No. 170 of
the Public Acts of 1964, being sections 691.1401 to 691.1415 of the Michigan Compiled Laws.

(4) If a clam is made or a civil action is commenced against the commissioner or his or her
representatives, either personally or professionaly, for an act or omission done in the course of employment
asit pertains to chapter 78, chapter 81, or any successor chapter, legal representation shall be provided by the
attorney general or a special assistant attorney general appointed to provide such representation.

(5) If the attorney general appoints a special assistant attorney general to represent the commissioner or his
or her representatives, the costs of the defense shall be paid, as incurred, out of the insurer estate that is the
subject of aclaim arising out of a chapter 78, chapter 81, or any successor chapter proceeding.

(6) As a condition of the acceptance of the defense, the commissioner or his or her representatives shall
agree to reimburse the costs of the defense, if it isfinally determined by afinal adjudication on the merits that
the commissioner or his or her representatives acted outside of the scope of his or her authority and had no
reasonable basis for believing that he or she acted within the scope of his or her authority and that his or her
conduct amounted to gross negligence that was the proximate cause of the injury or damages suffered.

(7) If ajudgment is awarded or a settlement is entered into in a civil action against the commissioner or his
or her representatives for an act or omission pertaining to a chapter 78, chapter 81, or any successor chapter
proceeding, the state shall indemnify the commissioner or his or her representatives out of the involved
insurer's estate.

(8) This section does not apply to those persons acting as the commissioner's agents under section 438a.

(9) For purposes of this section:

(a) “Gross negligence” means conduct so reckless as to demonstrate substantial lack of concern for
whether injury results.

(b) “Representative” means any employee of the commissioner or the insurance bureau or any person
exercising power delegated by the commissioner in accordance with this act, but does not include
accountants, actuaries, or lawyers retained as independent contractors and acting in their professiona
capacity.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0] Am. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.216 Insurance commissioner and employees; traveling and other expenses.

Sec. 216. The necessary traveling and other necessary and actual expenses of the commissioner, his
deputies, examiners, actuaries or other employees, in discharging the duties imposed by this code, shall in all
cases be alowed and audited by the accounting division of the department of administration, upon the
approval of the commissioner, in accordance with the accounting laws of this state.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.220 Insurance commissioner and employees; service fees, prohibited gifts.

Sec. 220. The commissioner shall not retain as perquisites any fees or any moneys received by him directly
or indirectly, for the performance of duties connected with his office. No insurance corporation or insurer or
any officer, director, or agent thereof shall directly or indirectly, pay by way of gift, credit, loan or any other
pretense whatsoever, any sum of money or other valuable thing to the commissioner, his deputies or any clerk
or employee of the insurance department for extra service; and it shall be unlawful for the commissioner, his
deputies or any clerk or employee of the insurance department to accept any such payment for extra service
except such fees as may be specifically authorized by law to be paid to the commissioner to be covered into
the state treasury.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.221 Insurance compliance self-evaluative audit document; privilege; disclosure;
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exceptions; definitions.

Sec. 221. (1) Except as otherwise provided in this section, an insurance compliance self-evaluative audit
document is privileged information and is not discoverable or admissible as evidence in any civil, criminal, or
administrative proceeding.

(2) Except as otherwise provided in this section, a person involved in preparing an insurance compliance
self-evaluative audit or insurance compliance self-evaluative audit document is not subject to examination
concerning that audit or audit document in any civil, criminal, or administrative proceeding. However, if the
insurance compliance self-evaluative audit, insurance compliance self-evaluative audit document, or any
portion of the audit or audit document is not privileged, the individual involved in the preparation of the audit
or audit document may be examined concerning the portion of the audit or audit document that is not
privileged. A person involved in preparing an insurance compliance self-evaluative audit or insurance
compliance self-evaluative audit document who becomes aware of any alleged criminal violation of this act
shall report that act to the insurer. Within 30 days after receiving the report, the insurer shall provide the
information to the commissioner.

(3) An insurance compliance self-evaluative audit document furnished to the commissioner voluntarily or
as aresult of arequest of the commissioner under a claim of authority to compel disclosure under subsection
(7) shal not be provided by the commissioner to any other person and shall be accorded the same
confidentiality and other protections as provided in section 222(7) without waiving the privileges in
subsections (1) and (2). Any use of an insurance compliance self-evaluative audit document furnished
voluntarily or as a result of a request of the commissioner under a claim of authority to compel disclosure
under subsection (7) is limited to determining whether or not any disclosed defectsin an insurer's policies and
procedures or inappropriate treatment of customers has been remedied or that an appropriate plan for remedy
isin place.

(4) An insurance compliance self-evaluative audit document submitted to the commissioner remains
subject to all applicable statutory or common law privileges including, but not limited to, the work product
doctrine, attorney-client privilege, or the subsequent remedial measures exclusion. An insurance compliance
self-evaluative audit document submitted to the commissioner remains the property of the insurer and is not
subject to disclosure under the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246.

(5) Disclosure of an insurance compliance self-evaluative audit document to a governmental agency,
whether voluntary or pursuant to compulsion of law, does not congtitute a waiver of the privileges under
subsections (1) and (2) with respect to any other person or other governmental agency.

(6) The privileges under subsections (1) and (2) do not apply to the extent that they are expressly waived
by the insurer that prepared or caused to be prepared the insurance compliance self-evaluative audit
document.

(7) The privileges in subsections (1) and (2) do not apply asfollows:

(a) If a court, after an in camera review, requires disclosure in a civil or administrative proceeding after
determining 1 or more of the following:

(i) The privilege is asserted for a fraudulent purpose.

(if) The material is not subject to the privilege as provided under subsection (13).

(b) If acourt, after an in camerareview, requires disclosure in a criminal proceeding after determining 1 or
more of the following:

(i) The privilege is asserted for a fraudulent purpose.

(if) The material is not subject to the privilege as provided under subsection (13).

(iif) The material contains evidence relevant to the commission of a criminal offense under this act.

(8) Within 14 days after the commissioner or the attorney general makes a written request by certified mail
for disclosure of an insurance compliance self-evaluative audit document, the insurer that prepared the
document or caused the document to be prepared may file with the Ingham county circuit court a petition
requesting an in camera hearing on whether the insurance compliance self-evaluative audit document or
portions of the audit document are subject to disclosure. Failure by the insurer to file a petition waives the
privilege provided by this section for that request. An insurer asserting the insurance compliance
self-evaluative privilege in response to a request for disclosure under this subsection shall include in its
request for an in camera hearing all of the information listed in subsection (10). Within 30 days after the filing
of the petition, the court shall issue an order scheduling an in camera hearing to determine whether the
insurance compliance self-evaluative audit document or portions of the audit document are privileged or are
subject to disclosure.

(9) If the court requires disclosure under subsections (7) and (8), the court may compel the disclosure of
only those portions of an insurance compliance self-evaluative audit document relevant to issuesin disputein

Rendered Monday, February 10, 2014 Page 11 Michigan Compiled Laws Complete Through PA 3 of 2014
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



the underlying proceeding. Information required to be disclosed shall not be considered a public document
and shall not be considered to be a waiver of the privilege for any other civil, criminal, or administrative
proceeding.

(10) An insurer asserting the privilege under this section in response to a request for disclosure under
subsection (8) shall provide to the commissioner or the attorney general, at the time of filing any objection to
the disclosure, all of the following information:

(a) The date of the insurance compliance self-eval uative audit document.

(b) The identity of the entity or individual conducting the audit.

(c) The general nature of the activities covered by the insurance compliance self-evaluative audit.

(d) An identification of the portions of the insurance compliance self-evaluative audit document for which
the privilege is being asserted.

(11) Aninsurer asserting the privilege under this section has the burden of demonstrating the applicability
of the privilege. Once an insurer has established the applicability of the privilege, a party seeking disclosure
under subsection (7)(a)(i) has the burden of proving that the privilege is asserted for a fraudulent purpose. The
commissioner or attorney general seeking disclosure under subsection (7)(b)(iii) has the burden of proving the
elements listed in subsection (7)(b)(iii).

(12) The parties may at any time stipulate in proceedings under this section to entry of an order directing
that specific information contained in an insurance compliance self-evaluative audit document is or is not
subject to the privileges provided under subsections (1) and (2). Any such stipulation may be limited to the
instant proceeding and, absent specific language to the contrary, is not applicable to any other proceeding.

(13) The privileges provided under subsections (1) and (2) do not extend to any of the following:

(8) Documents, communications, data, reports, or other information expressly required to be collected,
developed, maintained, or reported to aregulatory agency under this act or other federa or state law.

(b) Information obtained by observation or monitoring by any regulatory agency.

(c) Information obtained from a source independent of the insurance compliance audit.

(d) Documents, communication, data, reports, memoranda, drawings, photographs, exhibits, computer
records, maps, charts, graphs, and surveys kept or prepared in the ordinary course of business.

(14) This section does not limit, walve, or abrogate the scope or nature of any other statutory or common
law privilege.

(15) Asused in this section:

(@) “Insurance compliance audit” means a voluntary, internal evaluation, review, assessment, audit, or
investigation for the purpose of identifying or preventing noncompliance with or promoting compliance with
laws, regulations, orders, or industry or professional standards, conducted by or on behalf of an insurer
licensed or regulated under this act or which involves an activity regulated under this act.

(b) “Insurance compliance self-evaluative audit document” means a document prepared as aresult of or in
connection with an insurance compliance audit. An insurance compliance self-evaluative audit document may
include a written response to the findings of an insurance compliance audit. An insurance compliance
self-evaluative audit document may include, but is not limited to, field notes and records of observations,
findings, opinions, suggestions, conclusions, drafts, memoranda, drawings, photographs, exhibits,
computer-generated or electronically recorded information, phone records, maps, charts, graphs, and surveys,
if this supporting information is collected or prepared in the course of an insurance compliance audit or
attached as an exhibit to the audit. An insurance compliance self-evaluative audit document also includes, but
isnot limited to, any of the following:

(i) An insurance compliance audit report prepared by an auditor, who may be an employee of the insurer or
an independent contractor, which may include the scope of the audit, the information gained in the audit, and
conclusions and recommendations, with exhibits and appendices.

(i) Memoranda and documents analyzing portions or all of the insurance compliance audit report and
discussing potential implementation issues.

(iif) An implementation plan that addresses correcting past honcompliance, improving current compliance,
and preventing future noncompliance.

(iv) Analytic data generated in the course of conducting the insurance compliance audit.

History: Add. 2001, Act 275, Eff. Mar. 22, 2002.

Popular name: Act 218

500.222 Examination of insurers; examination report; hearing; public inspection; disclosure
of confidential information; effect of current examination; commissioner's authority to
terminate or suspend examination not limited; alien insurer.

Sec. 222. (1) The commissioner in person or by any of his or her authorized deputies or examiners may
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examine any or all of the books, records, documents, and papers of any insurer at any time after its articles of
incorporation have been executed and filed, or after it has been authorized to do business in this state. The
commissioner in his or her discretion may examine the affairs of any domestic insurer, and if he or she
considersit expedient to do, to examine the affairs of any foreign or alien insurer doing business in this state.

(2) Instead of an examination under this act of any foreign or aien insurer authorized to do businessin this
state, the commissioner may accept an examination report on the insurer as prepared by the insurance
regulator for the insurer's state of domicile or port-of-entry state if that state accepts examination reports
prepared by the commissioner. This subsection applies only as follows:

(a) Until this state becomes accredited by the national association of insurance commissioners' financial
regulation standards and accreditation program.

(b) If this state loses accreditation by the national association of insurance commissioners financial
regulation standards and accreditation program.

(3) Instead of an examination under this act of any foreign or alien insurer authorized to do businessin this
state, the commissioner may accept an examination report on the insurer as prepared by the insurance
regulator for the insurer's state of domicile or port-of-entry state if that state accepts examination reports
prepared by the commissioner and if the insurance regulatory agency of the state of domicile or port-of-entry
state was accredited by the national association of insurance commissioners' financial regulation standards
and accreditation program at the time of the examination or if the examination is performed under the
supervision of an accredited insurance regulatory agency or with the participation of 1 or more examiners
who are employed by an accredited insurance regulatory agency and who, after a review of the examination
work papers and report, state under oath that the examination was prepared in a manner consistent with the
standards and procedures required by their accredited regulatory agency. This subsection only applies during
the time this state is accredited by the national association of insurance commissioners financia regulation
standards and accreditation program.

(4) The commissioner in person or by any of hisor her authorized deputies or examiners shall once every 5
years examine the books, records, documents, and papers of each authorized insurer. The commissioner may
examine an insurer more frequently and upon its request shall examine a domestic insurer that has not been
examined for the 3 years immediately preceding the request. This section does not authorize the examination
of books, records, documents, or papers if those items involve métters that are a subject of a currently pending
administrative or judicial proceeding against the insurer from whom the information is sought, unless the
commissioner or judge specifically finds on the record of the proceeding that the examination is reasonably
necessary to protect the interests of policyholders, creditors, or the public or to make a determination of
whether an insurer is safe, reliable, and entitled to public confidence.

(5) The business affairs, assets, and contingent liabilities of insurers shall be subject to examination by the
commissioner at any time. The commissioner may supervise and make the same examination of the business
and affairs of every foreign or alien insurer doing business in this state as of domestic insurers doing the same
kind of business and of its assets, books, accounts, and general condition. Every foreign or alien insurer and
its agents and officers are subject to the same obligations and are subject to the same examinations, and, in
case of default therein, to the same penalties and liabilities as domestic insurers doing the same kind of
business, or any of the agents or officers thereof, are or may be liable to under the laws of this state or the
regulations of the insurance bureau of the department of commerce. The commissioner may, whenever he or
she considers it expedient to do so, either in person or by a proper person appointed by him or her, repair to
the general office or other offices of the foreign or alien insurer, wherever the same may be, and make an
investigation and examination of its affairs and condition.

(6) Upon an examination under this section, the commissioner, his or her deputy, or any examiner
authorized by him or her may examine in person, by writing, and if appropriate, under oath the officers or
agents of the insurer or all persons considered to have material information regarding the insurer's property,
assets, business, or affairs. The commissioner may compel the attendance and testimony of witnesses and the
production of any books, accounts, papers, records, documents, and files relating to the insurer's business or
affairs, and may sign subpoenas, administer oaths and affirmations, examine witnesses, and receive evidence
for this purpose. The insurer and its officers and agents shall produce its books and records and all papersin
its or their possession relating to its business or affairs, and any other person may be required to produce any
books, records, or papers considered relevant to the examination for the inspection of the commissioner, or his
or her deputy or examiners, whenever required. The insurer's officers or agents shall facilitate the examination
and aid in making the same so far asit isin their power to do so. If the commissioner's order or subpoenais
not followed, the commissioner may request the Ingham county circuit court to issue an order requiring
compliance with the commissioner's order or subpoena

(7) Not later than 60 days following completion of the examination, the deputy or examiners shall make a
Rendered Monday, February 10, 2014 Page 13 Michigan Compiled Laws Complete Through PA 3 of 2014

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



full and true report, and furnish the insurer a copy of the examination report that shall comprise only facts
appearing on the insurer's books, records, or documents or ascertained from examination of its officers or
agents or other persons concerning its affairs and the conclusions and recommendations as may be reasonably
warranted from the facts disclosed. An insurer examined, upon its request, shall be granted a hearing before
the commissioner or his or her designee before the report is filed. Upon reguest of the insurer, the hearing
shall be closed to the public. A hearing under this subsection is not subject to the administrative procedures
act of 1969, Act No. 306 of the Public Acts of 1969, being sections 24.201 to 24.328 of the Michigan
Compiled Laws. Each examination report shall be withheld from public inspection until the report is final and
filed with the commissioner. In addition, the commissioner may withhold any examination report or any
analysis of an insurer's financial condition from public inspection for such time as he or she may consider
proper. In any event, all information and testimony furnished to the insurance bureau and the insurance
bureau's work papers, correspondence, memoranda, reports, records, and other written or oral information
related to an examination report or an investigation shall be withheld from public inspection, shall be
confidential, shall not be subject to subpoena, and shall not be divulged to any person, except as provided in
this section. If assurances are provided that the information will be kept confidential, the commissioner may
disclose confidential work papers, correspondence, memoranda, reports, records, or other information as
follows:

(a) To the governor or the attorney general.

(b) To any relevant regulatory agency, including regulatory agencies of other states or the federa
government.

(¢) In connection with an enforcement action brought pursuant to this or another applicable act.

(d) To law enforcement officials.

(e) To persons authorized by the Ingham county circuit court to receive the information.

(f) To persons entitled to receive such information in order to discharge duties specifically provided for in
this act.

(8) The confidentiality requirements of subsection (7) do not apply in any proceeding or action brought
against or by the insurer under this act or any other applicable act of this state, any other state, or the United
States.

(9) Notwithstanding the other provisions of this section, the commissioner is not required to finalize and
file an examination report for an insurer for a year in which an examination report was not finalized and filed,
if the insurer is currently undergoing an examination subsequent to the year for which an examination report
was not finalized and filed. Nothing contained in this section shall be construed to limit the commissioner's
authority to terminate or suspend any examination in order to pursue other legal or regulatory action pursuant
to the insurance laws of this state. Findings of fact and conclusions made pursuant to any examination shall be
primafacie evidence in any legal or regulatory action.

(10) The examination of an alien insurer is limited to its United States business, except as otherwise
required by the commissioner.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1959, Act 39, Eff. Mar. 19, 1960;01 Am. 1986, Act 173, Imd. Eff. July 7, 1986;0
Am. 1989, Act 302, Imd. Eff. Jan. 3, 1990;(] Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;,01 Am. 1994, Act 226, Imd. Eff. June 27, 1994;
O Am. 1994, Act 443, Imd. Eff. Jan. 10, 1995.

Popular name: Act 218

500.223 Application for certificate of authority; fee; withdrawal of application; reapplication
fee; disposition.

Sec. 223. Any insurer making application for an original certificate of authority to transact insurance, or
applying for a reissuance of a certificate of authority after the certificate has been terminated for any reason,
shall pay to the commissioner the fee of $500.00 for examination, investigation, and processing of the
application. If the application is withdrawn for any reason, the examination fee shall not be refunded. Any
reapplication for an original certificate, after withdrawal, shall be subject to the same fee of $500.00 asin the
case of an original application. The fees shall be deposited in the state treasury to the credit of the genera
fund.

History: Add. 1962, Act 50, Imd. Eff. Apr. 17, 1962;00 Am. 1981, Act 1, Imd. Eff. Mar. 30, 1981.

Popular name: Act 218

500.224 Examinations and investigations of insurers; expenses; statement to insurers;
employment of expert personnel; regulatory fees; expense of administering delinquency
proceeding; definitions.

Sec. 224. (1) All actual and necessary expenses incurred in connection with the examination or other
Rendered Monday, February 10, 2014 Page 14 Michigan Compiled Laws Complete Through PA 3 of 2014

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



investigation of an insurer or other person regulated under the commissioner's authority shall be certified by
the commissioner, together with a statement of the work performed including the number of days spent by the
commissioner and each of the commissioner's deputies, assistants, employees, and others acting under the
commissioner's authority. If correct, the expenses shall be paid to the persons by whom they were incurred,
upon the warrant of the state treasurer payable from appropriations made by the legislature for this purpose.

(2) Except as otherwise provided in subsection (4), the commissioner shall prepare and present to the
insurer or other person examined or investigated a statement of the expenses and reasonable cost incurred for
each person engaged upon the examination or investigation, including amounts necessary to cover the pay and
allowances granted to the persons by the Michigan civil service commission, and the administration and
supervisory expense including an amount necessary to cover fringe benefits in conjunction with the
examination or investigation. Except as otherwise provided in subsection (4), the insurer or other person,
upon receiving the statement, shall pay to the commissioner the stated amount. The commissioner shall
deposit the funds with the state treasurer as provided in section 225.

(3) The commissioner may employ attorneys, actuaries, accountants, investment advisers, and other expert
personnel not otherwise employees of this state reasonably necessary to assist in the conduct of the
examination or investigation or proceeding with respect to an insurer or other person regulated under the
commissioner's authority at the insurer's or other person's expense except as otherwise provided in subsection
(4). Except as otherwise provided in subsection (4), upon certification by the commissioner of the reasonable
expenses incurred under this section, the insurer or other person examined or investigated shall pay those
expenses directly to the person or firm rendering assistance to the commissioner. Expenses paid directly to
such person or firm and the regulatory fees imposed by this section shall be examination expenses under
section 22e of the former single business tax act, 1975 PA 228, or under section 239(1) of the Michigan
businesstax act, 2007 PA 36, MCL 208.1239.

(4) An insurer is subject to a regulatory fee instead of the costs and expenses provided for in subsections
(2) and (3). By June 30 of each year or within 30 days after the enactment into law of any appropriation for
the insurance bureau's operation, the commissioner shall impose upon all insurers authorized to do businessin
this state aregulatory fee calculated as follows:

(a) Asused in this subsection:

(i) "A" meanstotal annuity considerations written in this state in the immediately preceding year.

(if) "B" means base assessment rate. The base assessment rate shall not exceed .00038 and shall be a
fraction the numerator of which is the total regulatory fee and the denominator of which is the total amount of
direct underwritten premiums written in this state by al insurers for the immediately preceding calendar year
as reported to the commissioner on the insurer's annual statements filed with the commissioner.

(iif) "I" means all direct underwritten premiums other than life insurance premiums and annuity
considerations written in this state in the immediately preceding year by all insurers.

(iv) "L" means all direct underwritten life insurance premiums written in this state in the immediately
preceding year by all lifeinsurers.

(v) Total regulatory fee shall not exceed 80% of the gross appropriations for the insurance bureau's
operation for a fiscal year and shall be the difference between the gross appropriations for the insurance
bureau's operation for that current fiscal year and any restricted revenues, other than the regulatory fee itself,
asidentified in the gross appropriation for the insurance bureau's operation.

(vi) Direct premiums written in this state do not include any amounts that represent claims payments that
are made on behalf of, or administrative fees that are paid in connection with, any administrative service
contract, cost-plus arrangement, or any other noninsured or self-insured business.

(b) Two actual assessment rates shall be calculated so as to distribute 75% of the burden of the regulatory
fee shortfall created by the exclusion of annuity considerations from the assessment base to life insurance and
25% to al other insurance. The 2 actual assessment rates shall be determined as follows:

(1) Lx B+ .75 x Bx A = assessnent rate for life
L i nsurance.
(i) | x B+ .25 x B x A = assessnent rate for insurance

I other than life insurance.

(c) Eachinsurer's regulatory fee shall be a minimum fee of $250.00 and shall be determined by multiplying
the actual assessment rate by the assessment base of that insurer as determined by the commissioner from the
insurer's annual statement for the immediately preceding calendar year filed with the commissioner.

(5) Not less than 67% of the revenue derived from the regulatory fee under subsection (4) shall be used for
the regulation of financial conduct of persons regulated under the commissioner's authority and for the
regulation of persons regulated under the commissioner's authority engaged in the business of health care and
health insurance in this state.
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(6) The amount, if any, by which amounts credited to the commissioner pursuant to section 225 exceed
actual expenditures pursuant to appropriations for the insurance bureau's operation for a fiscal year shall be
credited toward the appropriation for the insurance bureau in the next fiscal year.

(7) All money paid into the state treasury by an insurer under this section shall be credited as provided
under section 225.

(8) A regulatory fee under this section shall not be treated by an insurer as a levy or excise upon premium
but as a regulatory burden that is apportioned in relation to insurance activity in this state and reflects the
insurance regulatory burden on this state as a result of this insurance activity. A foreign or alien insurer
authorized to do business in this state may consider the liability required under this section as a burden
imposed by this state in the calculation of the insurer's liability required under section 476a.

(9) An insurer may file with the commissioner a protest to the regulatory fee imposed not later than 15
days after receipt of the regulatory fee. The commissioner shall review the grounds for the protest and shall
hold a conference with the insurer at the insurer's request. The commissioner shall transmit his or her findings
to the insurer with a restatement of the regulatory fee based upon the findings. Statements of regulatory fees
to which protests have not been made and restatements of regulatory fees are due and shall be paid not later
than 30 days after their receipt. Regulatory fees that are not paid when due bear interest on the unpaid fee
which shall be calculated at 6-month intervals from the date the fee was due at a rate of interest equal to 1%
plus the average interest rate paid at auctions of 5-year United States treasury notes during the 6 months
immediately preceding July 1 and January 1, as certified by the state treasurer, and compounded annualy,
until the assessment is paid in full. An insurer who fails to pay its regulatory fee within the prescribed time
limits may have its certificate of authority or license suspended, limited, or revoked as the commissioner
considers warranted until the regulatory fee is paid. If the commissioner determines that a regulatory fee or a
part of aregulatory fee paid by an insurer is in excess of the amount legally due and payable, the amount of
the excess shall be refunded or, at the insurer's option, be applied as a credit against the regulatory fee for the
next fiscal year. An overpayment of $100.00 or less shall be applied as a credit against the insurer's regulatory
fee for the next fiscal year unless the insurer had a $100.00 or less overpayment in the immediately preceding
fiscal year. If the insurer had a $100.00 or less overpayment in the immediately preceding fiscal year, at the
insurer's option, the current fiscal year overpayment of $100.00 or less shall be refunded.

(10) Any amounts stated and presented to or certified, assessed, or imposed upon an insurer as provided in
subsections (2), (3), and (4) that are unpaid as of the date that the insurer is subjected to a delinquency
proceeding pursuant to chapter 81 shall be regarded as an expense of administering the delinquency
proceeding and shall be payable as such from the general assets of the insurer.

(12) In addition to the regulatory fee provided in subsection (4), each insurer that locates records or
personnel knowledgeable about those records outside this state pursuant to section 476a(3) or section 5256
shall reimburse the insurance bureau for expenses and reasonable costs incurred by the insurance bureau as a
result of travel and other costs related to examinations or investigations of those records or personnel. The
reimbursement shall not include any costs that the insurance bureau would have incurred if the examination
had taken placein this state.

(12) Asused in this section:

(8) "Annuity considerations’ means receipts on the sale of annuities as used in section 22a of the former
single business tax act, 1975 PA 228, or in section 235 of the Michigan business tax act, 2007 PA 36, MCL
208.1235.

(b) "Insurer" means an insurer authorized to do business in this state and includes nonprofit health care
corporations, dental care corporations, and health maintenance organizations.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1957, Act 91, Eff. Sept. 27, 1957;00 Am. 1958, Act 196, Imd. Eff. Apr. 21, 1958;0]
Am. 1968, Act 275, Imd. Eff. July 1, 1968;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0 Am. 1994, Act 228, Imd. Eff. June 30, 1994,
O Am. 1998, Act 121, Imd. Eff. June 10, 1998;00 Am. 2000, Act 252, Imd. Eff. June 29, 2000;01 Am. 2001, Act 143, Imd. Eff. Oct. 26,
2001;0 Am. 2007, Act 187, Imd. Eff. Dec. 21, 2007.

Popular name: Act 218

500.224a Report relating to regulatory fees.

Sec. 224a. Beginning June 1, 1995 and annually thereafter the commissioner shall report to the senate and
house of representatives standing committees on insurance issues on revenues raised by the regulatory fees
required by the amendatory act that added this section, how the regulatory fees were spread among domestic,
foreign, and alien insurers, how the regulatory fees are being expended in regulating the domestic, foreign,
and alien insurance industry, and whether new regulatory policy is needed to better protect the citizens of
Michigan.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994.
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Popular name: Act 218

500.224b Repealed. 2008, Act 440, Eff. Apr. 1, 2009.
Compiler'snote: The repealed section pertained to quality assurance assessment fee.
Popular name: Act 218

500.225 Insurance bureau fund; creation; deposit of fees; reversion to general fund; use of
fund.

Sec. 225. The insurance bureau fund is created in the state treasury as a separate fund. Except as otherwise
specifically provided, all fees collected pursuant to this act or under the commissioner's authority shall be
deposited in the insurance bureau fund. Money in the insurance bureau fund shall not revert to the genera
fund at the close of the fiscal year but shall remain in the insurance bureau fund. Money in the insurance
bureau fund shall be used only for regulatory purposes under the commissioner's authority. However, money
in the insurance bureau fund may be appropriated by the legislature to pay for legislators designated by the
senate majority leader and speaker of the house of representatives to participate in insurance activities
coordinated by insurance and legislative associations including the national association of insurance
commissioners and the national council of insurance legidators.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994;(] Am. 1998, Act 279, Imd. Eff. July 27, 1998.

Popular name: Act 218

500.225a Contract for services, supplies, and materials.

Sec. 225a. The commissioner shall contract for services, supplies, and materials pursuant to Act No. 428 of
the Public Acts of 1980, being sections 450.771 to 450.776 of the Michigan Compiled Laws, and pursuant to
the competitive bid requirements of the management and budget act, Act No. 431 of the Public Acts of 1984,
being sections 18.1101 to 18.1594 of the Michigan Compiled Laws.

History: Add. 1994, Act 228, Imd. Eff. June 30, 1994.

Popular name: Act 218

500.226 Disclosure of confidential information; penalty.

Sec. 226. The commissioner or any of the commissioner's employees or agents shall not divulge
confidential information acquired in the course of an examination or investigation except as permitted by
section 222(7). A person appointed or acting under this act who discloses any fact or information that is
confidential under this act is guilty of a misdemeanor, punishable by a fine of not more than $1,000.00, or
imprisonment of not more than 1 year, or both. A conviction under this section shall automatically remove the
person from his or her position or office.

History: Add. 1992, Act 182, Imd. Eff. Oct. 1, 1992;0] Am. 1994, Act 226, Imd. Eff. June 27, 1994.

Popular name: Act 218

500.228 Examinations and investigations of insurers; report of crimes to attorney general.
Sec. 228. If it appears from an examination or other investigation made by the commissioner or if it
appears from a report made to the commissioner pursuant to this act that a crime has been committed under a
provision of this act or other law of the state, the commissioner shall immediately report the crime to the
attorney general in writing, and the attorney general shall take such action on the report as the facts warrant.

History: 1956, Act 218, Eff. Jan. 1, 1957;00 Am. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Popular name: Act 218

500.230 Recovery of penalty; disposition of funds.

Sec. 230. Every penalty provided for by this code, if not otherwise provided for, shall be sued for and
recovered in the name of the people by the prosecuting attorney of the county in which the insurer or the
agent or agents so violating shall be situated; and shall be paid into the treasury of said county; such penalties
may also be sued for and recovered in the name of the people, by the attorney general, and, when sued for and
collected by him, shall be paid into the state treasury.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.234 Insurance department; records of office; public inspection, exceptions, destruction,
rules and regulations.
Sec. 234. (1) The office of the insurance department is a public office and the records, books, and papers

Rendered Monday, February 10, 2014 Page 17 Michigan Compiled Laws Complete Through PA 3 of 2014
O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



thereof on file therein shall be public records, accessible to the inspection of the public, except as the
commissioner, for good reason, may decide otherwise, or except as may be otherwise provided under this
code.

(2) The commissioner is authorized to destroy or otherwise dispose of al records, books, papers, and other
data on file with the department which in his opinion and on the advice of the attorney general, are of no
further material value to the state of Michigan; but no destruction or other disposal thereof may be ordered or
made by him of any records, books, papers, or other data required by law to be filed or kept on file with the
department until the expiration of a period of 10 years, nor of any such records, books, papers, or other data
filed during his administration or administrations. Such authorization shall be effected through official rules
and regulations of the commissioner: Provided, however, That this authorization shall not extend to articles of
incorporation, and amendments thereto, copies of bylaws and amendments thereto, copies of certificates or
other written evidence of authorization to transact business or of approval of articles of incorporation and
bylaws. A copy of the commissioner's rules and regulations herein provided for and any amendments thereto
shall be mailed to each insurer authorized to do business in this state 60 days prior to the effective date
thereof.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.236 Repealed. 1992, Act 182, Imd. Eff. Oct. 1, 1992.
Compiler‘snote: The repealed section pertained to a study assessing the condition of the commercial liability insurance market.
Popular name: Act 218

500.238 Insurance commissioner; annual report to governor, contents, publication.

Sec. 238. (1) The commissioner shall compile a report of the conduct of his office annually at such time
each year as the information to be contained therein is available, which report shall be printed for public
information and use in such number as the commissioner may deem advisable, not to exceed 1,500 copies.
Such report shall be addressed to the governor and be for hisinformation primarily.

(2) The commissioner shall publish in such annual report information contained in the annual statements of
insurers filed with him pursuant to this code.

History: 1956, Act 218, Eff. Jan. 1, 1957.

Popular name: Act 218

500.240 Fees and charges; collection, payment, and disposition.
Sec. 240. (1) The commissioner shall collect, and the person affected shall pay to the commissioner, the
following fees:
(a) Filing fee for original authorization to
transact insurance or health mai nt enance organi zation
business in this state, for each donestic, foreign,
and alien insurer, and each health mai ntenance

organi zati ON. . ........ ... e $ 25.00.
(b) Filing fee for annual statenent of foreign and
alien insurers, each year, subject to section 476a..... $ 25.00.

(c) Agent's appointnent fee, resident or

nonr esi dent, payable by insurer or health naintenance

organi zation so represented, for each agent, each

YA e $ 5.00.
(d) Application fee payable by each initial

applicant for license as resident agent, nonresident

agent, surplus lines agent, solicitor, counselor, or

adjuster, not transferable or refundable............... $ 10.00.
(e) Solicitor's license, each year................ $ 10.00.
(f) Insurance counselor |license, each year........ $ 10.00.
(g) Adjuster's license, each year................. $ 5.00.
(h) License exam nation fee, payable by applicant

for all subjects covered in any 1 examnination, or

portion of an exami nation, for |icense as resident

agent, surplus lines agent, solicitor, counselor, or

adj uster, each exam nation, not transferable or

refundable. .. ... ... . . . .. $ 10.00.
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(i) Surplus lines agent |icense each year......... $ 100. 00.

(2) Each incorporated domestic insurer shall pay to the attorney genera, for the examination of the
insurer's articles of incorporation or any amendments to the articles of incorporation, the sum of $25.00.

(3) The fees and charges for officia services performed by the commissioner or the commissioner's
deputies or employees, when collected, shall be turned over to the state treasurer and a receipt taken. The fees
and charges provided for in this section shall be deposited in the state treasury to the credit of the genera
fund.

(4) The provisions of subsection (1)(h), insofar as they provide for examination fees, are applicable only if
the examinations are administered by the commissioner. If the examinations are administered by some
designated authority other than the commissioner, appropriate examination fees shall be payable directly to
the designated authority.

History: 1956, Act 218, Eff. Jan. 1, 1957;0 Am. 1967, Act 221, Imd. Eff. July 10, 1967;00 Am. 1979, Act 181, Imd. Eff. Dec. 18,
1979;0 Am. 1981, Act 1, Imd. Eff. Mar. 30, 1981;00 Am. 1987, Act 261, Imd. Eff. Dec. 28, 1987;(1 Am. 2000, Act 252, Imd. Eff. June
29, 2000.

Popular name: Act 218

500.244 Judicial review.

Sec. 244. (1) A person aggrieved by a final order, decision, finding, ruling, opinion, rule, action, or
inaction provided for under this act may seek judicia review in the manner provided for in chapter 6 of the
administrative procedures act of 1969, 1969 PA 306, MCL 24.301 to 24.306.

(2) Aninsurer may petition of right for a stay of an order issued pursuant to sections 436, 436a, and 437 or
any other proceeding for the suspension, revocation, or limitation of a certificate of authority. The petition
shall be on an emergency basis to the circuit court for the county in which the insurer has its principal place of
business in the state or to the circuit court for Ingham county. The petition shall be disposed of within 14
days. The court shall direct the filing and time of filing of appropriate pleadings. A court shall not issue a stay
unless the court finds that the issuance of a stay is not hazardous to policyholders, creditors, or the public. The
decision of the court shall be limited to the issue of a stay, and the court shall not decide the merits of the
case, which shall be determined pursuant to section 437 or to any other provision of this act under which the
proceeding for the suspension, revocation, or limitation of the certificate of authority is being conducted.

(3) An order of a court issuing a stay may be appealed on an emergency basis, and during the pendency of
an appeal the stay issued shal be without force or effect, unless the insurer deposits cash or securities
pursuant to subsection (4). The appeal shall be disposed of within 14 days. The court shall direct the filing and
time of filing of appropriate pleadings. The court may affirm, modify, or set aside the commissioner's order
and restrain the enforcement of the order. To the extent that the commissioner's order is affirmed, the court
shall issue its own order commanding obedience to the terms of the commissioner's order.

(4) A stay shall not take effect until the insurer has made deposits of cash or securities of the kinds defined
by section 901 with the state treasurer under the supervision of the court granting the stay in amounts as
follows:

(a) For a domestic insurer, the total liabilities of the insurer as computed in accordance with section 901
less the amounts of special or other deposits already made by the insurer with the Michigan state treasurer and
with any other state pursuant to the requirements of that state.

(b) Except as otherwise provided in this subdivision, for a foreign insurer, 125% of the aggregate sum of
Michigan direct unpaid losses and unpaid loss adjustment expenses plus 100% of Michigan direct unearned
premiums less the amount of any other special deposits already made with the Michigan state treasurer for the
exclusive protection of Michigan policyholders and creditors. For a foreign life or health insurer, 125% of
Michigan reserves and liabilities for policies and contracts for which coverage is provided by the Michigan
life and health insurance guaranty association, without respect to the limitations and exclusions provided
under chapter 77.

(c) For an dien insurer entering the United States through this state, the same as those applied to domestic
insurers with credit given for amounts already held in trust and the amount shall equal the total liabilities in
the United States computed in accordance wi