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Michigan Department oflnsurance and Financial Services
Market Conduct Examination

Progressive Michigan Insurance Company

Progressive Marathon Insurance Company

SALUTATION
December 16, 2021

Honorable Anita G. Fox

Director- Michigan Department of Insurance and Financial Services
State of Michigan

Stevens T. Mason Building, 7th Floor

530 W. Allegan Street

Lansing, Michigan 48933

Director Fox:

Pursuant to your instructions and in compliance with the provisions of Section 500.222 ofthe Michigan
Insurance Code, MCL 500.222, an examination of the market conduct affairs has been conducted of:

Progressive Michigan Insurance Company
NAIC Company Code 10187

and

Progressive Marathon Insurance Company
NAIC Company Code 37605

6300 Wilson Mills Road
Mayfield, Ohio 44143

The report thereon, as of September 30, 2019, is herein respectfully submitted.

Examination Report
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Scope of the Examination

The Michigan Department of Insurance and Financial Services ("DIFS" or "Department")
conducted a targeted Market Conduct Examination ("Examination") of Progressive Michigan
Insurance Company ("PMICH") and Progressive Marathon Insurance Company ("PMARIC" or
collectively, "Progressive" or "Companies"), to include analyses of certain operations of the
Companies' underwriting, rating, complaints and claims. The Examination related to the private
passenger automobile line of business for the period of examination from October 1, 2018 through
September 30, 2019, including subsequent events through the current date ("Examination Period").

The Examination commenced on November 21, 2019 and was called pursuant to Section 500.222
of the Michigan Insurance Code ("Code"), MCL 500.222. The Department retained Risk &

Regulatory Consulting, LLC (" RRC:- or "Examiners ') to assist the Department with the
Examination.

This Report of Examination ("Report") reflects the Michigan insurance activities of the Companies.
The Examination was conducted under the direction and overall management and control of
representatives of the DIFS.

The Report is a report by exception. All unacceptable or non-compliant practices may not have been
identified. The failure to identify specific non-compliant Progressive practices does not constitute
acceptance of these practices.

RRC personnel participated in this Examination in their capacity-as Markel Condu LEJamjners. RRC
provides no representations regarding questions of legal interpretation or opinion. Determination of
findings constituting violations or potential violations is the sole responsibility of the DIFS. All
statutory citations or any other legal interpretations included herein were confirmed by the DIFS for
inclusion in this Report. In reviewing materials for this Report, the Examiners relied upon records
provided by the Companies.
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Company Profiles

Progressive Marathon Insurance Company was incorporated under Michigan law on December 11,
1985 and commenced business on September 1, 1998. PMARIC is a 100% owned subsidiary of
Progressive Direct Holdings, Inc. ("Progressive Direct"), a direct subsidiary of The Progressive
Corporation ("TPC"), an insurance holding company formed in 1965. PMARIC wrote private
passenger automobile insurance policies in the state of Michigan in 2018 and 2019, non-standard
through preferred risks policies, through its website. For personal auto, PMARIC sells 6-month
policies only.

Progressive Michigan Insurance Company was incorporated under Michigan law on December 9,
1994 and commenced business on March 4, 1995. PMICH is a 100% owned subsidiary of Drive
Insurance Holdings, Inc. ("Drive Insurance"), a direct subsidiary of TPC. PMICH wrote private
passenger automobile insurance policies in the state of Michigan in 2018 and 2019, for non- standard
through preferred risks, through agents. For personal auto, PMICH sells 6-month or 12- month
policies.

MICHIGAN PRIVATE PASSANGER AUTOMOBILE DIRECT WRITTEN PREMIUM
FOR THE EXAMINATION PERIOD

Year Progressive Marathon Insurance Progressive Michigan Insurance
Company Company
4" Quarter
$233,908,561 $136,448,018
2018 Only
2019 Only $1,144,743,473 $632,225,120

Source: Progressive September 30, 2018 Quarterly Statement, 2018 Annual Statement and 2019 Annual Statement - Direct Premiums
Written (Lines 19.1, 19.2, and 21)
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Examiners' Methodology

The Examination is based upon standards and testing approved by the DIFS. The Examiners' work
plan was developed based upon a targeted examination approach as determined by the DIFS and
relevant Michigan insurance laws. The National Association of Insurance Commissioners
("NAIC") Market Regulation Handbook ("Handbook") served as guidance and the basis for the
procedures performed, modified to meet the specific needs of the DIFS' objectives and Michigan's
insurance laws. Examination testing procedures were performed following the review of
preliminary data requests, interviews with management, and consultation with the DIFS. Following
the Examiners review of Progressives responses to the Examiners data requests interviews were
conducted in collaboration with the DIFS and the Companies' key management and operational
personnel.

During the course of the Examination the E aminers selected and reviewed random samples 1elated
to the scope of the Examination. Specifically, the Examination focused on a review of the following
practices and procedures:

l.  Underwriting and Rating
a. New Business and Renewals
b. Rejections and Declinations
c. Rescissions
d. Cancellation and Non-Renewals
e. Rates Charged in Accordance with Filed Rates
2. Claims Handling
a. Claims Closed With Payment
b. Claims Closed Without Payment
c. Denied Claims
3. Complaint Handling

The review of these areas was accomplished through the examination of the Companies policies
and procedures, underwriting files, and claim files.

The Examiners recommended a sampling methodology and approach, which included random and
judgmental sample selections specific to each scope an:a under review. Galvanize Analytics
["Galvanize" (formerly ACL)] was used to select each random samplt:. Tht: sampling melhuuulugy and
approach was approved by the DIFS. All Examination procedures were performed under the supervision
of DIPS representatives. Upon completion of the sample file testing, the Examiners prepared a
Summary Analysis of each scope area and submitted it to the DIPS for review and approval prior to
drafting Criticisms. Criticisms were submitted to the Companies with findings for their review and
response. Upon receipt of the Companies responses to the Criticisms, the Examiners reviewed the
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responses and any additional documentation to support the Companies disagreement with a finding.
The Examiners prepared Criticism Analyses with all remaining findings and violations for the DIFS'
review and approval. The Report is focused on improper practices by the Companies, which resulted
in failure to comply with Michigan insurance laws. All DIFS-approved findings and violations and
areas of non-compliance are cited in this Report.

Undenvriting and Rating

The Examiners submitted Information and Data Requests ("IDRs") throughout the course of the
Examination, for which the Companies provided responses. Interviews were conducted of the
Companies' underwriting and rating management and operational personnel knowledgeable of the
Companies' underwriting and rating processes, practices, and procedures.

The Examiners selected samples of policies and policy transactions from the Examination Period to
test for compliance with specific Michigan insurance laws. Galvanize was used to select a random
sample for each type of transaction or policy. The following sample selections were made: 119 New
and Renewal Business samples from which the Examiners tested the first 60 samples, with the first
10 samples also used to perform the rate testing; 64 Rejections and Declinations samples from which
the Examiners tested the first 32 samples; 64 Cancellation samples from which the Examiners tested
the first 37 samples; 64 Non-Renewal samples and all 64 were tested by the Examiners; and 119
Rescission samples from which the Examiners tested the first 62 samples. Based on the results of
the testing, the DIFS agreed that no additional samples should be tested.

Claims

The Examiners submitted IDRs throughout the course of the Examination, for which the Companies
provided responses. Interviews were conducted of the Companies' claim management and
operational personnel knowledgeable of the Companies' claim handling processes, practices, and
procedures.

The Examiners selected samples from the Examination Period to test for compliance with specific
Michigan insurance laws. Galvanize was used to select a random sample for each type of claim.
The following sample selections were made: 90 Paid Claim samples from which the Examiners
tested 51 claim samples, and 90 Claims Closed Without Payment samples from which the
Examiners tested the first 54 samples. Based on the results of the testing, the DIFS agreed that no
additional samples should be tested.

Examination Report
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Complaints

The DIFS provided the Examiners with a listing of five consumer complaints, either made during
the Examination Period or associated with a policy issued during the Examination Period, that were
associated with denied claims, a denied or suspended PIP claim, garaging issue or unlisted driver
issue. The Examiners reviewed the Companies' underwriting and claim files associated with the
complaints to test for compliance with the applicable Michigan insurance laws.

Examination Report
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Executive Summary

The following is a summary intended to provide a high-level overview of the results of the
Examination and to highlight substantive issues identified by the Examiners. This section does
not include all the Examination findings. The details regarding the scope of the Examination, the
testing performed, and all findings from the Examination are discussed further within this Report.

Group Insurance Programs - Through interviews with the Companies' personnel, reviews of
Companies rate filings, rating plans, underwriting policies and procedures and sample file testing,
the Examiners found that the Companies' group insurance program, which comprised 100% of the
Companies' private passenger automobile policies issued in Michigan, lacked the statutory
requirements to qualify as group insurance. Progressive Marathon and Progressive Michigan
provided data on 1,340,235 such policies issued during the Examination Period. The Examiners
found the Companies violated MCL 500.2118(2)(a), MCL 500.2105(2) and (3), MCL 500.2103 and
Bulletin No. 80-22 when it issued policies as group insurance that did not qualify for group
insurance. The Examiners also found that in 20 of 64 sample non-renewal policy files, the
underwriting rules used by the Companies were not identical to the standards set forth in MCL
500.2103(1) which constitutes 20 violations ofMCL 500.2118(2)(a).

Records Maintenance - The Examiners found that in 102 sample underwriting and claim files, the
Companies were unable to produce certain records requested by the Examiners, including records
of the application and rejection notice associated with declined policies, a record of an insured's
policy cancellation request, documentation supporting the Companies' use of an "Intent to Reside"
form associated with a policy non-renewal, records supporting policy rescission activity, claim
denials, evidence of delivery of the privacy notice to consumers, records of the required collision
coverage notice and documentation supporting certain rating factors including home ownership and
proof of continuous insurance. The Companies' failure to provide the requested documentation
constitutes 102 violations of MCL 500.222(6).

Secretary of State Reporting- The Examiners found that in 33 instances, the Companies' reports
to the Secretary of State did not show that a policy was removed after non-renewal, failed to
properly report inforce policies to the Secretary of State or, either failed to report all the required
information, or failed to report the information accurately and timely. These reporting errors
constitute 33 violations ofMCL 500.3101a(l).

Post Claim Underwriting- The Examiners found 15 instances where the Companies investigated
and identified policy issues after a claim was submitted, pertaining to multiple garaging locations
or incorrect garaging locations or where the Companies addressed disqualifying underwriting

1
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issues after a claim was filed, rather than during the normal underwriting period, which constituted
15 violations of MCL 500.2026(1)(f).

Improper Use of Intent to Reside Forms - The Examiners found that in eight instances where
the Companies requested an "Intent to Reside" form even though the insured had a valid Michigan
driver's license and the file did not indicate that the insured or any other driver on the policy resided
outside Michigan. The Companies' use of the "Intent to Reside" form when an insured had a valid
Michigan driver's license constitutes eight violations ofMCL 500.2103(1).

Lack of Good Faith Claim Settlement - The Examiners found seven instances where the

Companies did not respond to subrogation requests timely, or engaged in post claim underwriting,
which violates MCL 500.2026(1)(f).

Policy Rating- The Examiners found that in 30 sample files, Progressive Michigan did not follow
their approved rating plan, failed to file the Risk Group Code table used to determine the risk group,
which is necessary to determine the Total Residents rating factor or the Companies used lhe
prohibited rating classifications of sex and marital status. The 30 errors constitute violations of
various Michigan insurance statues. Use of the untiled Risk Group Code table would apply to all
policies issued by Progressive Michigan during the Examination Period. Use of the prohibited
rating classifications of sex and marital status would apply to all policies issued by the Companies
during the Examination Period.

The Examiners reviewed the Companies' responses to information requests and their respective
documents. The Examiners' testing consisted 0of280 Underwriting and Rating sample files, which
included new and renewal policies, rejected and declined policies, non-renewed policies, canceled
policies and rescinded policies as well as policy rating and Progrcssive's insurance program; 105
Claim sample files, which included paid claims and closed claims without payments; and five
Complaint sample files. The Examiners identified various violations within each scope area based
on the review of the Companies' responses and sample files. Potential violations of Michigan
insurance laws and the Companies' policies and procedures were presented to the Companies and
upon responses from the Companies were discussed with the DIFS. The chart below provides a
high-level overview of the Examination testing and results.

Examination Report
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Scope Area Sal.nple Number N urflber of
Size of Errors Files in Error
Underwriting and 265 311 305
Rating
Claims 105 32 32
Complaints 5 4 4
Total 375 347 341

Specific populations, sample sizes, number of errors, and error rates for the areas tested are
summarized in a table in the Examination Summary section of this Report. Detailed discussion of
each finding, including relevant laws, is included in the Factual Findings section of this Report. The
Factual Findings section show the sample testing error rate (percentage of sample files tested with
at least one violation) and also include a table with each Finding which shows a breakdown of both
the number and percentage of total violations by Companies.

The Examination disclosed the following findings by Company:

1
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Factual Findings

Underwriting and Rating
N iR I Polici

Finding #1 - Records Maintenance - In five of 60 new business and renewal sample files (8%
error rate), the Companies were unable to provide a copy of the policy application requested by the
Examiners. Failure to make the necessary records available for review constitutes six violations
ofMCL 500.222(6). The Companies agreed and disagreed with this finding. The following table
shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 20%
Progressive Marathon 4 80%

MCL 500.222(6)

On an examination under this section, the director, 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 director 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 nnd affirmations,
examine witnesses, and receive evidence for this purpose. The insurer and its officers and agents
shall produce its books and records and all papers in 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 e amination for the inspection of the director, or his or her deputy or examiners,
whenever required. The insurer's officers or agents shall facilitate the examination and aid in
making the examination so far as it is in their power to do so. If the director's order or subpoena is
not followed, the director may request the Inghall\ County circuit court to issue an order requiring
compliance with the order or subpoena.

Finding #2 - Privacy Notices - In one of 60 new business and renewal sample files (2% error
rate), the Companies' file did not contain evidence that a privacy notice was provided to the
consumer. The Companies' failure to provide the required notice constitutes one violation ofMCL
500.507. The Companies disagreed with this finding. The following table shows a breakdown of
the violations by Company:

Examination Report
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Company Number of Violations Percent of Violations
Progressive Marathon 1 100%
MCL 500.507

Beginning July 1, 2001, a licensee shall provide a clear and conspicuous notice that accurately
reflects its privacy policies and practices to all of the following:
(a) An individual who on or after July 1, 2001 becomes the licensee's customer, not later than
when the licensee establishes a customer relationship, except as provided in section 511.

Finding #3 - Collision Options - In four of 60 new business and renewal sample files (7% error
rate), the Examiners found no documentation that the Companies had furnished the insured with
the required written explanation of collision coverage options. The Companies' failure to provide
the written explanation of collision coverage options constitutes four violations of MCL
500.3037(1). The Companies disagreed with this finding. The following table shows a breakdown
of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 25%
Progressive Marathon 3 75%

MCL 500.3037

(1) At the time a new applicant for the insurance required by section 3101 for a private passenger
nonfleet automobile makes an initial written application to the insurer, an insurer shall offer both
of the following collision coverages to the applicant:

(a) Limited collision coverage, which must pay for collision damage to the insured vehicle without
a deductible amount if the operator of the vehicle is not substantially at fault in the accident from
which the damage arose.

(b) Broad form collision coverage, which must pay for collision damage to the insured vehicle
regardless of fault, with deductibles in the amounts as approved by the director, which deductibles
must be waived if the operator of the vehicle is not substantially at fault in the accident from which
the damage arose.

(6) At the time of the initial written application described in subsection (1), an agent or insurer
shall provide the applicant with a written explanation of collision coverage options in easily
understandable language, if that information is not contained in the application form.

(7) At least annually in conjunction with the renewal of a private passenger nonfleet automobile
insurance policy, or at the time of an addition, deletion, or substitution of a vehicle under an

Examination Report
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existing policy, other than a group policy, an insurer shall inform the policyholder, on a form
approved by the din:clur, uf all of the following:

(a) The cutTent status of collision coverage, if any, for the vehicle or vehicles affected by the
renewal or change and the rights of the insured under the current coverage if the vehicle is damaged.
(b) The collision coverages available under the policy and the rights of the insured under each
collision option if the vehicle is damaged.

(¢) Procedures for the policyholder to follow if he or she wishes to change the current collision
coverage.

Finding #4 - Secretary of State Reports - In four of 60 new business and renewal sample files
(7% error rate), either the policy was not identified on reports to the Secretary of State; or the policy
was identified on report to the Secretary of State prior to inception date. The Companies' failure to
properly report inforcc policies to the Secretary of State constitutes four violations of MCL
500.3101a(l). The Companies disagreed with this finding. The following table shows a breakdown
of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 2 50%
Progressive Marathon 2 50%

MCL 500.3101 a(l)

An insurer, in conjunction with the issuance of an automobile insurance policy, shall provide to the
insured 1 certificate of insurance for each insured vehicle and for private passenger nonflcct
automobiles listed on the policy shall supply to the secretary of state the automobile insmer's name,
the name of the named insured, the named insured's address the vehicle identification number for
each vehicle listed on the polic and the policy number. The insurer shaU transmit the information
required under this subsection in a format as required by the secretary of state. The secretary of
state shall not re4.uire the information to be transmitted more frequently than every 14 days.

Rejected or Declined Polici

Finding #5 - Failure to Insure Eligible Risks - The Examiners have identified language in Rating
Rale, D08 Unacceptable Drivers, in effect during the examination period of 10/1/2018 through
9/30/2019, that was inconsistent with MCL 500.2103(1)(c) and (f) which identifies characteristics
of eligible persons. The Company's application of D08 Unacceptable Drivers through 8/31/19
constituted a refusal to write eligible persons. Progressive Michigan, SERFF tracking #PRGS-
129706301 and Progressive Marathon, SERFF tracking #PRGS-129702608, include the following
language:

Examination Report
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D. Drivers who have had a policy terminated or voided by the Company for, or who have
committed, fraud or misrepresentation in connection with an application for insurance or in the
presentation or settlement of a claim within 5 years preceding the policy effective date;

E. Drivers who have had a policy terminated or voided by the Company because of, or who have
issued an unauthorized payment in connection with an application for insurance or a policy within
2 years preceding the policy effective date.

a. The Company's Rule D08 D, in effect through 8/31/19, was not based on criteria identical
to the criteria in MCL 500.2103(1)(c) because it does not require the applicant to be
convicted of fraud within the immediately preceding 5-year period. This Rule was changed
effective 9/1/2019 and re-designated as D08 C. Rule D08 C appears to be based on criteria
that is identical to the criteria in MCL 500.2103(1)(c) and appears to be consistent with the
respective characteristic of an eligible person.

b. The Company's Rule D08 E, in effect through 8/31/2019 and Rule D08 D, effective
9/1/2019, were not based on criteria identical to the criteria in MCL 500.2103(1)(f) because
the rule does not include the qualifying language "unless the premium due on a policy for
which application has been made is paid in full before issuance or renewal of the policy."

Rule DOS E, in effect through 8/31/2019 - see above

Rule DO8 D, effective 9/1/2019, states, D. Drivers who have had a policy terminated or voided by
the Company because of, or who have issued an unauthorized payment in connection with an
application for insurance or a policy within 2 years preceding the policy effective date.

c. The Company used Rule D08 E and Rule D08 F, through 8/31/2019; and Rule D08 D,
effective 9/1/2019, to deny insurance to eligible persons. Item 5 of Bulletin 80-22 states
that the Commissioner shall not consider a franchise policy to be exempt from the
provisions of Chapter 21 if an insurer underwrites individual policies in a way to deny
auto insurance to any eligible person within the group.

MCL 500.2103(1)

"Eligible person", for automobile insurance, means a person who is an owner or registrant of an
automobile registered or to be registered in this state or who holds a valid license to operate a motor
vehicle issued by this state, but does not include any of the following:

(c) A person who has been convicted within the immediately preceding 5-year period of fraud or
intent to defraud involving an insurance claim or an application for insurance; or an individual who
has been successfully denied, within the immediately preceding 5-year period, payment by
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an insurer of a claim in excess of $1,000.00 under an automobile insurance policy, if there is
evidence of fraud ur inltml lo defraud involving an insurance claim or application.

(t) A person whose policy of automobile insurance has been canceled because of nonpayment of
premium or financed premium within the immediately preceding 2-year period, unless the premium
due on a policy for which application has been made is paid in full before issuance or renewal of
the policy.

Dulletin No. 80-22

Section 2105(2) of Public Act 145 of 1979 (Act), which took effect January 1, 1980, provides that
Chapter 21 of the Act shall not apply to insurance written on a group, franchise, blanket policy, or
similar basis which offers home insurance or automobile insurance to all members of the group,
franchise plan, or blanket coverage who are eligible persons, MCLA 500.2105(2); MSA
24.12105(2). This bulletin explains the provisions of this section and provides guidelines for review
of group, franchise and blanket policies by the Commissioner of Insurance (Commissioner).

GUIDELINES

1. Group, franchise and blanket policies offer coverage to persons who are members of a
designated group. Membership in the designated group must be primarily for reasons or purposes
other than the purchase of insurance.

2. Group policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a group policy under Section 2105 if a master policy is issued under which members of the
group are insured. The underwriting unit is the group, rather than each individual in the group, and
members of the group receive certificates of participation in the group plan.

3. Fram:hise policy -- The Commissioner shall consider a home insurance or auto insurance policy
to be a franchise policy under Section 2105 if individual contrncts are issued to each member of a
designated group who is an eligible person. The underwriting unit is each individual in the group.
A franchise policy is individual insurance which is mass marketed like group insurance and which
therefore realizes certain expense reductions from mass underwriting and marketing.

4. Blanket policy -- The Commissioner shall consider a home insurance or auto insurance policy
to be a blanket policy if a master policy is issued to cover a group consisting of a changing mix of
people. The underwriting unit is the group, rather than each individual in the group, and the covered
members of the group are not individually identified by the insurer.

5. Section 2105(2) exempts group, franchise and blanket policies from Chapter 21 of the Act,
provided these policies offer home insurance or auto insurance to all members of the designated
group who are eligible persons. An eligible person for home insurance is defined in Section
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2103(2) of the Act, MCLA 500.2103(2); MSA 24.12103(2). An eligible person for auto insurance
is defined in Section 2103(1) of the Act, MCLA 500.2103(1); MSA 24.12103(1).

The Commissioner shall not consider a group, franchise or blanket policy to be exempt from the
provisions of Chapter 21 if an insurer underwrites the group or blanket policy, or underwrites
individual group members under a franchise policy, in a way which would deny home insurance or
auto insurance to any eligible person within that group. An insurer may offer insurance under a
group, franchise or blanket policy to ineligible persons.

6. Group, franchise or blanket policies which are exempt from Chapter 21 pursuant to Section
2105(2) of the Act remain subject to all other applicable provisions of the Michigan Insurance Code,
including Chapter 20, Chapter 24 and Chapter 26 of the Code, MCLA 500.2001 et seq, 500.2401 et
seq and 500.2601 et seq; MSA 24.12001 et seq, 24.12401 et seq and 24.12601 et seq.

RIGHTS AND PROCEDURES

The guidelines in this bulletin are effective immediately. In conformity with Section 3(6) of the
Administrative Procedures Act of 1969, MCLA 24.203(6); MSA 3.560(103)(6), the guidelines are
a statement of policy which the agency intends to follow, which does not have the force or effect
of law, and which binds the agency, but does not bind any other person. The Insurance Bureau shall
use these guidelines in reviewing all filings of group, franchise or blanket policies for home
insurance and auto insurance which claim exemption from the provisions of Chapter 21 pursuant to
Section 2105(2) of the Act. The operation of this bulletin does not suspend operation of any
guidelines currently in effect.

Finding #6 - Records Maintenance -The Examiners found 35 instances in 32 of the 32 sample
files (100% error rate) where the Companies failed to produce the requested application or
rej_ection notice records. The Companies' failure to produce the requested records constitutes 35
violations of MCL 500.222(6). The Companies disagreed with this finding. The following table
shows a breakdown of the violations by Company:

Company Number of Violations™* Percent of Violations
Progressive Michigan 12 34%
Progressive Marathon 23 66%

*The error rate of 100% is based on 32 samples files with errors out of 32 sample files tested.
The number of violations of 35 is based upon two Progressive Michigan sample files and one
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Progressive Marathon sample file that had two violations each. The remaining 29 sample files
had one violation each. Thus, the total number of violations is 35.

MCL 500.222(6)

On an examination under this section, the director, 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 director 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 evidenc.e for this purpose. The insurer and its officers and agents shall produce
its books and records and all papers in 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 e amination for the inspection of the director, or his or her deputy or e -aminers, whenever
required. The insurer's officers or agents shall facilitate the examination and aid in making th
nmination so far as it is in their p vv r to do o. If th dir tor's ord rsubpoena is not followed,
the director may request the Ingham County circuit coutt to issue an order requiring compliance
with the order or subput::na.

Finding #7 - Eligible Persons - The Examiners found in 32 of the 32 rejected/declined sample
files (100% error rate), the Companies' file did not contain evidence to support:

a. The applicant was not an "Eligible person" because the applicant committed application
fraud; or

b. That a prior denial for "fraud" or attempt thercof occurred within the immediately
preceding 5-year period of the application for insurance.

For the reasons cited in a. orb. above, the Companies failed to issue a private passenger automobile
policy to an eligible person, which constitutes 32 violations of MCL 500.2103(1)(c). The
Companies disagreed with thi finding. The following table shows a breakdown of the violations

by Company:
Company Number of Violations Percent of Violations
Progressive Michigan 10 31%
Progressive Marathon 22 69%
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MCL 500.2103(1)(c)

A person who has been convicted within the immediately preceding 5-year period of fraud or intent
to defraud involving an insurance claim or an application for insurance; or an individual who has
been successfully denied, within the immediately preceding 5-year period, payment by an insurer
of'a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence of fraud
or intent to defraud involving an insurance claim or application.

Finding #8 - Eligible Persons (Population Level) - Based on the violation identified in Finding
#7 above, the Examiners reviewed the population of rejected and declined policies to evaluate if the
Companies rejected or declined policies based on a similar reason of "fraud". The Companies
provided a universe with 14,093 declination or rejection policies. Of the 14,093 declinations or
rejections, in addition to the samples files in item #2 above, the universe contained 14,051 additional
declinations or rejections for "Application Fraud", "Claim Fraud, "Unacceptable Prior Progressive
Policy History", "Unauthorized/Counterfeit Payment", "Prior Fraud/Misrep Activity",
"Unauthorized Payment".

For the reasons cited in Finding #6 above, the Companies failed to issue a private passenger
automobile policy to an eligible person, which constitutes 14,051 violations of MCL
500.2103(1)(c). The Companies disagreed with this finding. The following table shows a
breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3,401 24%
Progressive Marathon 10,650 76%

MCL 500.2103(1)(c)

A person who has been convicted within the immediately preceding 5-year period of fraud or intent
to defraud involving an insurance claim or an application for insurance; or an individual who has
been successfully denied, within the immediately preceding 5-year period, payment by an insurer
of'a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence of fraud
or intent to defraud involving an insurance claim or application.

Finding #9 - Adverse Action Notices - The Examiners found in 31 of the 32 rejected/declined
private passenger automobile insurance policy files (97% error rate), the Companies' adverse action
notice to the applicant did not include the specific reason for the rejection/declination. The
Companies' failure to include the specific reason for the rejecting/declining the application in the
written notice of adverse action constitutes 31 violations of MCL 500.2122(1). The Companies
disagreed with this finding. The following table shows a breakdown of the violations by Company:
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Company Number of Violations Percent of Violations
Progressive Michigan 9 29%
Progressive Marathon 22 71%

MCL 500.2122(1)

An insurer or agent, upon making a declination of insurance, shall inform the applicant of each
specific reason for the declination. If the application or request for coverage was made in writing,
the insurer or agent shall provide the explanation ofreasons in writing. If the application or request
for coverage was made orally, the insurer or agent may provide the applicant with an oral
explanation instead of a written explanation, and shall offer to provide a written explanation if the
applicant requests a written explanation within 90 days.

(2) A refusal, by an insurer or agent, to provide upon request an application form or other means
of making an application or request for coverage shall be considered a declination suhject to this
section.

Rescinded Policies

Finding #10 - Records Maintenance - The Examiners found 29 instances in 27 of 62 rescission
sample files (44% error rate), where the Companies' rescinded policy files made available to the
Examiners for review were not complete and did not include certain records including the policy
application, documentation of "unauthorized initial payments," proofs of mailing of the rescission
notice or documentation to support misrepresentation due to broker activity. The absence of the
evidentiary documentation listed above violates MCL 500.222(6). The Companies disagreed with
this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations* Percent of Violations
Progressive Michigan 5 17%
Progressive Marathon 24 83%

*The error rate of 44% is based on 27 sample files with errors out of 62 sample files tested.
The number of violations of 29 is based upon two samples that had two violations each and the
remaining 25 samples had one violation each. Thus, the total number of violations is 29.
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MCL 500.222(6)

On an examination under this section, the director, 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 director 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 papers in 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 director, or his or her deputy or examiners,
whenever required. The insurer's officers or agents shall facilitate the examination and aid in making
the examination so far as it is in their power to do so. If the director's order or subpoena is not
followed, the director may request the Ingham County circuit court to issue an order requiring
compliance with the order or subpoena.

Finding #11 - Secretary of State Reports - In 27 of 62 rescission sample files (44% error rate),
the Companies neglected to supply the Secretary of State all required information or accurate and
timely information on the inforce status of the policy. The Examiners observed instances where the
policy appeared on multiple reports after the rescission date, the applicant was not properly
identified under the policy number, the insured was identified by the wrong name, or the policy was
not listed on the report prior to the notice of-rescission. For these reasons, this constitutes 27
violations of MCL 500.3101a(l) for failure to supply or timely supply the required information to
the Secretary of State. The Companies disagreed with this finding. The following table shows a
breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 8 30%
Progressive Marathon 19 70%

MCL 500.310la(l)

An insurer, in conjunction with the issuance of an automobile insurance policy, shall provide to the
insured 1 certificate of insurance for each insured vehicle and for private passenger nonfleet
automobiles listed on the policy shall supply to the secretary of state the automobile insurer's name,
the name of the named insured, the named insured's address, the vehicle identification number for
each vehicle listed on the policy, and the policy number. The insurer shall transmit the information
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required under this subsection in a format as required by the secretary of state. The secretary of
state shall not require the information to be transmitted more frequently than every 14 days.

Finding #12 - Post Claim Underwriting - In eight of the 62 policy and claim files associated with
the reason for rescission (13% error rate), the Examiners found no documentary evidence that the
Company provided a claim denial letter to the claimant. In these eight sample files, there is also
evidence that the Company identified and addressed disqualifying underwriting issues, used as the
reason for rescission, after a claim was filed, rather than during the normal underwriting period, an
unfair activity commonly known as post-claim underwriting. The Examiners found that, based upon
the observed error rate, the activity described above was not an isolated incident and occurred with
sufficiency frequency in the sample files to show the activity was not inadvertent but rather
indicative of a normal business practice. To engage in the unfair or deceptive acts or practices in
the business of insurance described above constitutes failure to attempt to settle claims where
liability is reasonably clear, and violates MCL 500.2026(1)(£). The Company disagreed with this
finding. The following table shows the Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Marathon 8 100%

MCL 500.2026(1)(£)

Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

(f) Failing to attempt in good fai.th to effectuate prompt fair, and equitable settlements of claims
in which liability has become reasonably clear.

Finding #13 - Ineligible Insureds - In three of 62 rescission sample files (5% error rate), the
Company's rescinded policy file contained no evidence of a motor vehicle report or other necessary
unJen- riling infonnation to confirm the insured was not eligible for co erage prio to issuing
coverage. The Company's failure to recognize that the person was not eligible and should not have
been issued coverage constituted three violations of MCL 500.2103(1). The Company disagreed
with this finding. The following table shows the Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Marathon 3 100%
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MCL 500.2103(1)
"Eligible person", for automobile insurance, means a person who is an owner or registrant of an
automobile registered or to be registered in this state or who holds a valid license to operate a motor
vehicle issued by this state, but does not include any of the following:
(a) A person who is not required to maintain security under section 3101, unless the person intends
to reside in this state for 30 days or more and makes a written statement of that intention on a form
approved by the director.
(b) A person whose license to operate a vehicle is under suspension or revocation.
(c) A person who has been convicted within the immediately preceding 5-year period of fraud or
intent to defraud involving an insurance claim or an application for insurance; or an individual who
has been successfully denied, within the immediately preceding 5-year period, payment by an
insurer of a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence
of fraud or intent to defraud involving an insurance claim or application.
(d) A person who, during the immediately preceding 3-year period, has been convicted under, or
who has been subject to an order of disposition of the family division of circuit court for a violation
of, any of the following:
(i) Section 601d of the Michigan Vehicle Code, 1949 PA 300, MCL 257.601d, or any other
law of this state the violation of which constitutes a felony resulting from the operation of
a motor vehicle.
(ii) Section 625 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.625.
(iii) Section 617, 617a, 618, or 619 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.617,257.617a, 257.618, and 257.619.
(iv) Section 626 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.626; or a similar
violation under the laws of any other state or a municipality in or outside of this state.
(e) A person whose vehicle insured or to be insured under the policy fails to meet the motor vehicle
safety requirements of sections 683 to 711 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.683 to 257.711.
(f) A person whose policy of automobile insurance has been canceled because of nonpayment of
premium or financed premium within the immediately preceding 2-year period, unless the premium
due on a policy for which application has been made is paid in full before issuance or renewal of
the policy.
(g) A person who fails to obtain or maintain membership in a club, group, or organization, if
membership is a uniform requirement of the insurer as a condition of providing insurance, and if
the dues, charges, or other conditions for membership are applied uniformly throughout this state,
are not expressed as a percentage of premium, and do not vary with respect to the rating
classification of the member except for the purpose of offering a membership fee to family units.
Membership fees may vary in accordance with the amount or type of coverage if the purchase of
additional coverage, either as to type or amount, is not a condition for reduction of dues or fees.
(h) A person whose driving record for the 3-year period immediately preceding application for or
renewal of a policy, has, under section 2119a, an accumulation of more than 6 insurance eligibility
points.
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Cancelled Policies

Finding #14 - Secretary of State Reports- In one of 32 cancellation sample files (3% error rate),
the Company's reports to the Secretary of State did not evidence that the policy was removed after
the cancellation date or the policy was reported on multiple reports after the cancellation date,
which is a violation of MCL 500.3101a(l ). The Company disagreed with this finding. The
following table shows the Company associated with the violation:

Company Number of Violations Percent of Violations

Progressive Marathon 1 100%

MCL 500.3101a(1)

An insurer in conjunction with the issuance of an automobile in urance policy, hall provide
to the:: iusurttl 1 ctrlifo.:alt of insurance for each insured vehicle and for private passenger nunfieet
automobiles listed on the policy shall supply to the secretary of state the automobile insurer's name,
the name of the named insured, the named insured's address, the vehicle identification number for
each vehicle listed on the policy, and the policy number. The insurer shall transmit the information
required under this subsection in a format as required by the secretary of state. The secretary of
state shall not require the information to be transmitted more frequently than every 14 days.

Finding #15-Records Maintenance - In one of 37 cancellation sample files (3% error rate), the
Company's cancellation file referenced "Internal" as the requester of the cancellation. However,
the reference to "Internal" is not sufficient documentation for the Examiner to conclude that the
request for cancellation was from the insured for the one noted cancellation, which is a violation
of MCL 500.222(6). The Company disagreed ,vith this finding. The following table shows the
Company associated with the violation:

Company Number of Violations Percent of Violations

Progressive Marathon 1 100%

MCL 500.222(6)

On an examination under this section, the dfrector, his or her deputy, or any e aminer 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 director may compel the attendance and testimony of
witnesses and the production of any books, accounts, papers, records, documents, and files relating
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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 papers in 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 director, or his or her deputy or examiners,
whenever required. The insurer's officers or agents shall facilitate the examination and aid in making
the examination so far as it is in their power to do so. If the director's order or subpoena is not
followed, the director may request the Ingham County circuit court to issue an order requiring
compliance with the order or subpoena.

Non-Renewed Policies

Finding #16 - Records Maintenance - In 16 of 64 non-renewal sample files (25% error rate), the
Companies were unable to provide documentation requested by the Examiners. Failure to make
the necessary records available for review constitutes 16 violations of MCL 500.222(6). The
Companies disagreed with this finding. The following table shows a breakdown of the violations
by Company:

Company Number of Violations* Percent of Violations
Progressive Michigan 5 29%
Progressive Marathon 12 71%

* The error rate of 25% is based on 16 sample files with errors out of 64 sample files tested. The
number of violations of 17 is based upon one Progressive Marathon sample that had two
violations and the remaining 15 sample files had one violation each. Thus, the total number of
violations is 17.

MCL 500.222(6)

On an examination under this section, the director, 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 director 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 papers in 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 director, or his or her deputy or examiners,
whenever required. The insurer's officers or agents shall facilitate the examination and aid in
making the examination so far as it is in their power to do so. If the director's order or
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subpoena is not followed, the director may request the Ingham County circuit court to issue an
order requiring compliance with tht: order or subpoena.

Finding #17 - Post Claim Underwriting - In seven of 64 non-renewal sample files (11% error
rate), the Companies performed post claim underwriting. The Companies' failure to identify and
address issues prior to a claim pertaining to multiple garaging locations or incorrect garaging
locations constituted seven violations ofMCL 500.2026(1)(f). The Companies disagreed with this
finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3 43%
Progressive Marathon 4 57%

MCL 500.2026(1)(f)

Unfair methods of competition and unfair or deceptive acts or practices in the business of insurance,
other than isolated incidents, are a course of conduct indicating a persistent tendency to engage in
that type of conduct and include:

(f) Failing to attempt in good faith to effectuate prompt, fair, and equitable settlements of claims
in which liability has become reasonably clear.

Finding #18 - Internal Procedures - Tn 10 of 64 samP,les files (16% error rate) the Companies
handling of the non-renewal was in violation of the Companies' Product and Underwriting Guides
as the Companies did not renew the 10 policies even though each insured held a valid Michigan driver's
license. The Companies' failure to properly renew these policies constitutes a violation of the
Companies' Product and Underwriting Guides and MCL 500.2103(1). The Companies disagreed
with Lhi - lincJing. The following table shows a breakdown ofthe violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 10%
Progressive Marathon 9 90%

MCL 500.2103(1)

"Eligible person", for automobile insurance, means a person who is an owner or registrant of an
automobile registered or to be registered in this state or who holds a valid licen e to operate a
motor vehicle issued by this state, but does not include any of the following:
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(a) A person who is not required to maintain security under section 3101, unless the person intends
to reside in this state for 30 days or more and makes a written statement of that intention on a form
approved by the director.
(b) A person whose license to operate a vehicle is under suspension or revocation.
(¢) A person who has been convicted within the immediately preceding 5-year period of fraud or
intent to defraud involving an insurance claim or an application for insurance; or an individual who
has been successfully denied, within the immediately preceding 5-year period, payment by an
insurer of a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence
of fraud or intent to defraud involving an insurance claim or application.
(d) A person who, during the immediately preceding 3-year period, has been convicted under, or
who has been subject to an order of disposition of the family division of circuit court for a violation
of, any of the following:
(i) Section 601d of the Michigan Vehicle Code, 1949 PA 300, MCL 257.601d, or any other
law of this state the violation of which constitutes a felony resulting from the operation of
a motor vehicle.
(i) Section 625 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.625.
(iii) Section 617, 617a, 618, or 619 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.617, 257.617a, 257.618, and 257.619.
(iv) Section 626 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.626; or a similar
violation under the laws of any other state or a municipality in or outside of this state.
(e) A person whose vehicle insured or to be insured under the policy fails to meet the motor vehicle
safety requirements of sections 683 to 711 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.683 to 257.711.
(f) A person whose policy of automobile insurance has been canceled because of nonpayment of
premium or financed premium within the immediately preceding 2-year period, unless the premium
due on a policy for which application has been made is paid in full before issuance or renewal of
the policy.
(g) A person who fails to obtain or maintain membership in a club, group, or organization, if
membership is a uniform requirement of the insurer as a condition of providing insurance, and if
the dues, charges, or other conditions for membership are applied uniformly throughout this state,
are not expressed as a percentage of premium, and do not vary with respect to the rating
classification of the member except for the purpose of offering a membership fee to family units.
Membership fees may vary in accordance with the amount or type of coverage if the purchase of
additional coverage, either as to type or amount, is not a condition for reduction of dues or fees.
(h) A person whose driving record for the 3-year period immediately preceding application for or
renewal of a policy, has, under section 2119a, an accumulation of more than 6 insurance
eligibility points.

Finding #19- Secretary of State Reports - In one of 64 non-renewal sample files (2% error rate),
the Company's reports to the Secretary of State identified a policy as inforce after non-renewal. The
Company's failure to properly report a non-renewed policy to the Secretary of State
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constitutes a violation of MCL 500.3101a(l ). The Company disagreed with this finding. The
following table shows the Company associated with the violation:

Company Number of Violations Percent of Violations

Progressive Michigan 1 100%

MCL 500.310la(l)

An insurer, in conjunction with the issuance of an automobile insurance policy, shall provide to the
insured 1 certificate of insurance for each insured vehicle and for private passenger nonfleet
automobiles listed on the policy shall supply to the secretary of state the automobile insurer's name,
the name of the named insured, the named insured's address, the vehicle identification number for
each vehicle listed on the policy, and the policy number. The insurer shall transmit the infonnation
required under this subsection in a fonnat as required by the secretary of state. The secretary of
state shall not require the information to be transmitted more frequently than every 14 days.

Finding #20 - Underwriting Rules - In 20 of 64 non-renewal sample files (31% error rate), the
underwriting rules used by the Companies were not identical to the standards set forth in section
MCL 500.2103(1). The Companies' failure to use underwriting rules identical to the standards set
forth in MCL 500.2103(1) constitutes 20 violations of MCL 500.2118(2)(a). The Companies
disagreed with this finding. The following table shows-a breakdown ofthe violations by Company:

Company Number of Violations Percent of Violations
Progressive Mit:higan 3 15%
Progressive Marathon 17 85%

MCL 500.2118(2)(a)
The underwriliug rult:s that an insurer may establish for automobile insurance must be based only
on the following: (a) Criteria identical to the standards set forth in section 2103(1).

Finding #21 - Intent to Reside - In eight of 64 non-renewal sample files (13% error rate) the
Companies requested an "Intent to Reside" form even though the insured had a valid Michigan
driver's license and the file did not indicate that the insured or any other driver on the policy resided
outside Michigan. The Companies' use of the "Intent to Reside" form when an insured had a valid
Michigan driver's license constitutes eight violations of MCL 500.2103(1). The Companies
disagreed with this finding. The following table shows a breakdown of the violations by Company:
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Company Number of Violations Percent of Violations
Progressive Michigan 2 25%
Progressive Marathon 6 75%

MCL 500.2103(1)
"Eligible person", for automobile insurance, means a person who is an owner or registrant of an
automobile registered or to be registered in this state or who holds a valid license to operate a motor
vehicle issued by this state, but does not include any of the following:
(a) A person who is not required to maintain security under section 3101, unless the person intends
to reside in this state for 30 days or more and makes a written statement of that intention on a form
approved by the director.
(b) A person whose license to operate a vehicle is under suspension or revocation.
(c) A person who has been convicted within the immediately preceding 5-year period of fraud or
intent to defraud involving an insurance claim or an application for insurance; or an individual who
has been successfully denied, within the immediately preceding 5-year period, payment by an
insurer of a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence
of fraud or intent to defraud involving an insurance claim or application.
(d) A person who, during the immediately preceding 3-year period, has been convicted under, or
who has been subject to an order of disposition of the family division of circuit court for a violation
of, any of the following:
(i) Section 601d of the Michigan Vehicle Code, 1949 PA 300, MCL 257.601d, or any other
law of this state the violation of which constitutes a felony resulting from the operation of
a motor vehicle.
(i) Section 625 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.625.
(iii) Section 617, 617a, 618, or 619 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.617,257.617a, 257.618, and 257.619.
(iv) Section 626 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.626; or a similar
violation under the laws of any other state or a municipality in or outside of this state.
(e) A person whose vehicle insured or to be insured under the policy fails to meet the motor vehicle
safety requirements of sections 683 to 711 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.683 to 257.711.
(f) A person whose policy of automobile insurance has been canceled because of nonpayment of
premium or financed premium within the immediately preceding 2-year period, unless the premium
due on a policy for which application has been made is paid in full before issuance or renewal of
the policy.
(g) A person who fails to obtain or maintain membership in a club, group, or organization, if
membership is a uniform requirement of the insurer as a condition of providing insurance, and if
the dues, charges, or other conditions for membership are applied uniformly throughout this state,
are not expressed as a percentage of premium, and do not vary with respect to the rating
classification of the member except for the purpose of offering a membership fee to family units.
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Membership fees may vary in accordance with the amount or type of coverage if the purchase of
additional coverage, either as to type or amount, is not a condition for reduction of dues or fees.
(h) A person whose driving record for the 3-year period immediately preceding application for or
renewal of a policy, has, under section 2119a, an accumulation of more than 6 insurance eligibility
points.

Policy Rating

Finding #22 - Records Maintenance- In five of 10 new business and renewal sample files (50%
error rate), the Companies failed to produce records for the examination that were requested by the
Examiners. The missing documents included support for the factors used for re-calculating rates
for the sample files. The Companies' failure to produce the requested records constitutes six
violations in five sample files of MCL 500.222(6). The Companies disagreed with this finding.
The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 2 40%
Progressive Marathon 3 60%

MCL 500.222(6)

On an examination under this section, the director, 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 director 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 affinnations,
examine witnesses, and receive evidence for this purpose. The insurer and its officers and agents
shall produce its books and records and all papers in 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 director, or his or her deputy or
examiners, whenever required. The insurer's officers or agents shall facilitate the examination and
aid in making the examination so far as it is in their power to do so. If the director's order or
subpoena is not followed, the director may request the Ingham County circuit court to issue an
order requiring compliance with the order or subpoena.

Finding #23 - Code Table - In three of 10 new business and renewal sample files (30% error
rate), the Company failed to file certain elements of the rating plan and issued policies that were
not in accordance with the filed rating plan. This error would apply to all Progressive Michigan
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policies issued during the Examination Period. The elements considered in the issuance of policies
that were not included the filed rating plan are detailed as follows:

a. The Risk Group Code table that is used to determine the Risk Group was not filed for
Progressive Michigan. Risk Group is necessary to determine the Total Residents rating
factor.

The Company's failure to file the Risk Group Code table constitutes three violations of MCL
500.2108(1). The Companies disagreed with this finding. The following table shows the
Company associated with the violations:

Company Number of Violations Percent of Violations
Progressive Michigan 3 100%
MCL 500.2108(1)

Except for worker's compensation insurance, an insurer shall file with the director a manual of
classification, manual of rules and rates, rating plan, or modification of a manual of classification,
manual of rules and rates, or rating plan that the insurer proposes to use. Each filing under this
subsection must state the proposed effective date of the filing and must indicate the character and
extent of the coverage contemplated. If a filing is not accompanied by the information on which
the insurer supports the filing, and the director does not have sufficient information to determine if
the filing meets the requirements of this chapter, the director shall within 10 days of the filing give
written notice to the insurer to furnish the information that supports the filing. The information
furnished in support of a filing may include the experience or judgment of the insurer or rating
organization making the filing, its interpretation of any statistical data it relies on, the experience of
other insurers or rating organizations, or any other relevant factors. Except as otherwise provided in
subsection (6), the department shall make a filing under this subsection and any supporting
information open to public inspection after the filing becomes effective.

Finding #24 - Rate Factors - In four of 10 new business and renewal sample files (40% error rate),
the Companies filed all the elements of their rating plans, but they did not issue the associated policies
in accordance with the filed rating plan because Progressive Michigan and Progressive Marathon
used incorrect rating factors. In three of the four sample files, the Companies' use Rate Group Codes
developed using an untiled Rate Group Code table. This error would apply to all Progressive
Michigan policies issues during the Examination Period. In the fourth file, the policy was issued at
the Platinum level but was rated at the Platinum Select 2 level.
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The Companies' failure to file the Risk Group Code table constitutes three violations of MCL
500.2108(7). The Companies' failure to rate the policy at the correct policy level constitutes one
violation of MCL 500.2108(7). The Companies disagreed with this finding. The following table
shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3 75%
Progressive Marathon 1 25%

MCL 500.2108(7)

An insurer shall not make, issue, or renew a contract or policy except in accordance with filings
that are in effect for the insurer under this chapter.

Finding #25-Rate Classifications - The Examiners found that the Companies' rating plan in use
during the examination period included rating classifications that were nut permitted under
Michigan law. The Examiners found that the Companies applied the rating plan containing the
prohibited classifications uniformly to all 10 sample policies reviewed. In 10 of 10 new business
and renewal sample files (100% error rate), the Examiners found that the Companies established
rating classifications using a number of risk characteristics that included sex and marital status, risk
characteristics that were prohibited under MCL 500.2111(4). This error would apply to all policies
issues by the Companies during the Examination Period. The Companies' use of prohibited risk
characteristics in risk classifications constitutes 10 violations of MCL 500.2111(4). The Companies
disagreed with this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3 30%
Progressive Marathon 7 70%

MCL 500.2111(4)
An insurer shall not establish or maintain rates or rating classifications for automobile insurance
based un sex or marital status.

Finding #26 - Merit Rating Plan - In two of 10 new business and renewal sample files (20%
error rate), the Company's merit rating plan provided a premium surcharge for comprehensive
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coverage that is prohibited under MCL 500.2111(3). The Examiners found that the Company's
rating plan in use during the examination period included elements of a merit rating plan that
assigned a surcharge based on driver experience including at-fault accidents and convictions. Under
the Company's filed plan, a surcharge may be applied to the comprehensive coverage feature. The
Company's use of a merit rating plan surcharge to comprehensive coverage constitutes two
violations of MCL 500.2111(3). The Company disagreed with this finding. The following table
shows the Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Michigan 2 100%

MCL 500.2111(3)

Each insurer shall establish a secondary or merit rating plan for automobile insurance, other than
comprehensive coverage. A secondary or merit rating plan required under this subsection shall
provide for premium surcharges for any or all coverages for automobile insurance, other than
comprehensive coverage, based upon any or all of the following, when that information becomes
available to the insurer:

(a) Substantially at-fault accidents.

(b) Convictions for, determinations of responsibility for civil infractions for, or findings of
responsibility in probate court for civil infractions for violations under chapter VI of the Michigan
Vehicle Code, 1949 PA 300, MCL 257.601 to 257.750. However, an insured shall not be merit rated
for a civil infraction under chapter VI of the Michigan Vehicle Code, 1949 PA 300, MCL 257.601
t0257.750, for a period of time longer than that which the secretary of state's office carries points for
that infraction on the insured's motor vehicle record.

Finding #27 - Code Table - In three of 10 new business and renewal sample files (30% error rate),
the Company failed to file a certain element of the rating plan and issued policies that were not in
accordance with the filed rating plan. The element considered in the issuance of policies that was not
included the filed rating plan was the Risk Group Code table that was used to determine the Risk
Group. This error would apply to all Progressive Michigan policies issues during the Examination
Period. The Risk Group is necessary to determine the Total Residents rating factor. The Company's
failure to file the Risk Group Code table constitutes three violations of MCL 500.2406(1). The
Company agreed and disagreed with this finding. The following table shows the Company
associated with the violations:
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Company Number of Violations Percent of Violations

Progressive Michigan 3 100%

MCL 500.2406(1)

Except for worker's compensation insurance, an insurer shall file with the director a manual of
classification, manual of rules and rates, rating plan, or modification of a manual of classification,
manual of rules and rates, or rating plan that the insurer proposes to use. Each filing under this
subsection must state the proposed effective date of the filing and must indicate the character and
extent of the coverage contemplated. If a filing is not accompanied by the information on which
the insurer supports the filing, and the director does not have sufficient information to determine if
the filing meets the requirements of this chapter, the director shall within 10 days of the filing give
written notice lo Lhe in -urer to furnish the information that supports the filing. The information
furnished in support of a filing may include the experience or judgment of the insurer or rating
organization making the filing, its interpretation of any statistical data it relies on, the experience
of other insurers or rating organizations, or any other relevant factors. Except as otherwise provided
in subsection (6), the department shall make a filing under this subsection and any supporting
information open to public inspection after the filing becomes effective.

Finding #28 - Rate Factors - In four of IO new business and renewal sample files (40% error
rale), Lhe Companies issued a policy that was not in accordance with its filed rating plan as detailed
below.

a. Three policies were issued using Risk Group Codes that were not filed. This error would
apply to all Progressive Michigan policies issues during the Examination Period.
b. One policy was issued at the Platinum level but rated at the Platinum Select 2 level.

The Companies' issuance of four policies that were not issued in accordance with its filed rating
plan constitute four violations ofMCL 500.2412. The Companies agreed and disagreed with this
finding. The following table shows a breakdown of lhe violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3 75%
Progressive Marathon 1 25%
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MCL 500.2412
No insurer shall make or issue a contract or policy except in accordance with filings which are in
effect for said insurer as provided in this chapter or in accordance with sections 2410 or 2414.

Finding #29 - Rate Factors - In four of 10 new business and renewal sample files (40% error rate),
the Companies issued a policy that was not in accordance with its filed rating plan as detailed below.

a. Three policies were issued using Risk Group codes that were not filed. This error would
apply to all Progressive Michigan policies issues during the Examination Period.
b. One policy was issued at the Platinum level but rated at the Platinum Select 2 level.

The Companies' issuance of four policies that were not issued in accordance with its filed rating
plan constitutes four violations of MCL 500.2430(1). The Companies agreed and disagreed with
this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 3 75%
Progressive Marathon 1 25%

MCL 500.2430(1)

In lieu of the filing requirements of this chapter and as an alternative method of filing, any insurer
or rating organization may file with the commissioner any manual of classification, rules or rates,
any rating plan and every modification of any of the foregoing which it proposes to use, the filing
to indicate the character and extent of the coverage contemplated. Every such filing under this
section shall state the effective date thereof, shall take effect on said date, shall not be subject to any
waiting period requirements, and shall be deemed to meet the requirements of section 2403(1)(d)
(rate standards). A filing and any supporting information shall be open to public inspection, if the
filing is not disapproved.

Group Insurance Programs:

Finding #30- Group Insurance - The Examiners noted the Companies identified account holders
with the following types of organizations as constituting groups eligible for insurance subject to the
provisions of Chapter 24 of the Michigan Insurance Code and exempt from the provisions of
Chapter 21:
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*  Credit card account holders

* Bank account holders

e Credit union members

» PayPal account holders

» Retail credit card account holders
» Auto loan or leaseholders

*  Mortgage holders

+ Utility account holders

Bulletin 80-22 includes guidelines stating that group and franchise policies "offer coverage to
persons who are members of a designated group," and membership must be "primarily for reasons
or purposes other than the purchase of insurance." The Bulletin also provides the following
definitions:

Group policy -- The Commissioner shall consider a home insurance or auto insurance policy to be
a group policy under Section 2105 if a master policy is issued under which members of the group
are insured. The undetwriting unit is the group, rather than each individual in the group, and
members of the group receive certificates of participation in the group plan.

Franchise policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a franchise policy under Section 2105 if individual contracts are issued to each member of a
designated group who is an eligible person. The underwriting unit is each individual in the group.
A franchise policy is individual insurance which is mass marketed like group insurance and which
therefore realizes certain expense reductions from mass underwriting and marketing.

The Companies stated, "Progressive does not advertise their program as a group program, nor does
it advertise directly to any members of any eligible group with any kind of targeted message outside
of our typical broad based media and digital advertising."

The Examiners fOLmd that the Companies franchise programs lacked the requirement to qualify

as group or franchise private passenger automobile insurance products under Michigan slaws for
the following reasons:

a. The Companies' private passenger automobile insurance programs, originally filed in 2008
as franchise programs in the state of Michigan exempt from the provisions of Chapter 21,
and used to underwrite and rate 1,340,235 private passenger automobile policies issued
during the examination period, did not meet the requirements for group insurance. The
programs did not meet the requirements of MCL 500.2105(2), and thus did not qualify for
exemption from the provisions of Chapter 21, because the programs allowed the Companies
to write individual policies using group discounts issued to collections of
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individuals that did not appear to be eligible under a defined group, franchise or blanket
policy.

b. Private passenger automobile policies issued under the Companies' franchise programs
failed to qualify as "group" for the following reasons:

1. The Companies' filed programs did not include requirements for a master
policy or a master policyholder such as an employer who is typically
responsible for administering certain aspects of the insurance such as
premium payments and notices of coverage.

c. Private passenger automobile policies issued under the Companies' franchise programs
failed to qualify as "franchise" for the following reasons:

1. The Companies did not mass market the product.

2. The Companies did not advertise their program as a group program or
advertise directly to any members of any group with a targeted message
outside the Companies broad-based media and digital advertising. Thus, the
Companies did not offer insurance to all members of the group.

3. The Companies did not realize certain expense reductions from mass
underwriting and marketing.

4. Management or staff of the types of organizations recognized by the
Companies' filed franchise program had no involvement or awareness of the
Companies' program as a group or franchise program.

5. The group discount factors used were filed with the original submissions of
the Michigan Group Program rule with no actuarial support or other
justification for the discounts.

6. The Companies did not issue a policy to all eligible members of a group who
applied for a policy.

7. The Companies do not appear to initially notify or inform the insured that
the coverage is group insurance.

d. Private passenger automobile policies issued under the Companies' franchise programs
failed to qualify as "blanket" for the following reason:

1. The Companies did not underwrite collections of people at the group unit
level.

e. Characteristics of individual insurance include: (1) the insurer individually underwrote the

policy; (2) the insured paid premiums directly to the insurer; (3) the insured "enrolled
directly"; (4) the insured submits claims directly to the insurer; (5) the insurer issues the
insured individual billing statements; and (6) the policy automatically renews at the end of
each term. Based upon the responses to Examiner's follow..ups and a review of the sample
files, the Companies underwriting characteristics appear to be those of individual msurance.
f. Although the insureds happen to share a commonality regarding the method of payment
used to purchase insurance, the group itself is solely a function of Progressive's systems,
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not the insureds' decision to be part of a group for reasons other than to purchase insurance
and appears to lack the existence of a third party or "designated group" to which individuals
belong and through which the policy may be issued and "mass marketed."

Thus, 1,340,175 policies (1,340,235 policies less the 60 policies identified in Finding #31
below) issued by the Companies during the Examination Period under a franchise program to
a collection of persons that are not members of a defined group, franchise or group insured on
a blanket basis does not meet the definition of group, franchise or blanket policy as defined in
MCL 500.2105(2) and (3). The Companies disagreed with this finding. The following table
shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigfln 444 917 33%
Progressive Marathon 895,258 67%

MCL 500.2105

(2) This chapter docs not apply to insurance written on a group, franchise, blanket policy, or similar
basis that offers home insurance or automobile insurance to all members of the group, franchise
plan, or blanket coverage who are eligible persons.

(3) For purposes of this section, a group plan includes a franchise plan, and except as provided in
subsection (4), is exempt from this chapter if the group meets all of the following criteria:

(a) Individual in the group share a common enterprise or an economic or social affinity or
relationship.

(b) The group was not created for the purposes of obtaining insurance.

(c¢) Membership in the group is not conditioned on the purchase of insurance.

(d) The individual members of the group can be specifically identified.

(e) Any other criteria as prescribed by a rule promulgated by the director under the administrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 2-1.328.

Finding #31 - Methods of Competition -The Examiners found in 1?. of the 1?. re-jected/declined
policy files (100% error rate), the Companies' file did not contain documentation to support
"application fraud", "claim fraud" or "unacceptable prior Progressive policy history" as noted as
the reason for rejection or declination. For these reasons, the Companies failed to issue a private
passenger automobile policy to an eligible person, which constitutes 32 violations of MCL
500.2105(1). The Companies disagreed with this finding. The following table shows a breakdown
of the violations by Company:
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Company Number of Violations Percent of Violations
Progressive Michigan 10 31%
Progressive Marathon 22 69%

MCL 500.2105(1)

A policy of automobile insurance or home insurance must not be offered, bound, made, issued,
delivered or renewed in this state unless the policy conforms to this chapter. (2) This chapter does
not apply to insurance written on a group, franchise, blanket policy, or similar basis that offers home
insurance or automobile insurance to all members of the group, franchise plan, or blanket coverage
who are eligible persons.

Finding #32 - Group Insurance - The Examiners found that 60 of the 60 issued new business and
renewal policy files (100% error rate) were issued under groups "credit card," "PayPal," and
"Bank/Credit Unions." Issuing policies to a collection of persons identified as "credit card,"
"PayPal," and "Bank/Credit Unions" groups that are not defined groups does not meet the definition
of a group, franchise or blanket policy as defined in MCL 500.2105(2) and (3). The Companies'
mischaracterization of non-group entities as group constitutes 60 violations of MCL 500.2105(2)
and (3). The Companies disagreed with this finding. The following table shows a breakdown of the
violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 17 28%
Progressive Marathon 43 72%

MCL 500.2105

(2) This chapter does not apply to insurance written on a group, franchise, blanket policy, or similar
basis that offers home insurance or automobile insurance to all members of the group, franchise
plan, or blanket coverage who are eligible persons.

(3) For purposes of this section, a group plan includes a franchise plan, and except as provided in
subsection (4), is exempt from this chapter if the group meets all of the following criteria:

(a) Individual in the group share a common enterprise or an economic or social affinity or
relationship.

(b) The group was not created for the purposes of obtaining insurance.

(c) Membership in the group is not conditioned on the purchase of insurance.

(d) The individual members of the group can be specifically identified.
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(e) Any other criteria as prescribed by a rule promulgated by the director under the administrative
procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.

Finding #33 - Group Insurance - The Companies' private passenger automobile insurance
products filed as franchise programs in the state of Michigan did not meet the requirements for a
franchise group under the provisions of Bulletin No. 80-22 as the product offering lacked the
following characteristics of a franchise policy:

a. The Companies did not mass market the product.
b. The Companies did not realize certain expense reductions from mass underwriting and
marketing.

c. The Companies did not issue a policy to all eligible members of a group who applied
for a policy.

Thus. 1,340,175 (1,340,235 policies less the 60 policies identified in Finding #12 helow) policies
issued by the Companies during the Examination Period as group insurance to a collection of
persons that are not defined groups constitutes 1,340,175 policies issued in violation of Bulletin
No. 80-22. The Companies disagreed with this finding. The following table shows a breakdown
of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 444917 33%
Progressive Marathon 895,258 67%

Bulletin No. 80-22

Section 2105(2) of Public Act 145 of 1979 (Act), which took effect January 1, 1980, provides that
Chapter 21 of the Act shall not apply to insurance written on a group, franchise, blanket policy, or
similar basis which offers home insurance or automobile insurance to all members of the group,
franchise plan, or blanket coverage who are eligible persons, MCLA 500.2105(2); MSA
24.12105(2). This bulletin explains the provisions of this section and provides guidelines for review
of group, franchise and blanket policies by the Commissioner of Insurance (Commissioner).

GUTDEL .S
1. Group, franchise and blanket policies offer coverage to persons who are members of a
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designated group. Membership in the designated group must be primarily for reasons or purposes
other than the purchase of insurance.

2. Group policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a group policy under Section 2105 if a master policy is issued under which members of the group
are insured. The underwriting unit is the group, rather than each individual in the group, and
members of the group receive certificates of participation in the group plan.

3. Franchise policy -- The Commissioner shall consider a home insurance or auto insurance policy
to be a franchise policy under Section 2105 if individual contracts are issued to each member of a
designated group who is an eligible person. The underwriting unit is each individual in the group.
A franchise policy is individual insurance which is mass marketed like group insurance and which
therefore realizes certain expense reductions from mass underwriting and marketing.

4. Blanket policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a blanket policy if a master policy is issued to cover a group consisting of a changing mix of
people. The underwriting unit is the group, rather than each individual in the group, and the covered
members of the group are not individually identified by the insurer.

5. Section 2105(2) exempts group, franchise and blanket policies from Chapter 21 of the Act,
provided these policies offer home insurance or auto insurance to all members of the designated
group who are eligible persons. An eligible person for home insurance is defined in Section 2103(2)
of'the Act, MCLA 500.2103(2); MSA 24.12103(2). An eligible person for auto insurance is defined
in Section 2103(1) of the Act, MCLA 500.2103(1); MSA 24.12103(1).

The Commissioner shall not consider a group, franchise or blanket policy to be exempt from the
provisions of Chapter 21 if an insurer underwrites the group or blanket policy, or underwrites
individual group members under a franchise policy, in a way which would deny home insurance
or auto insurance to any eligible person within that group. An insurer may offer insurance under a
group, franchise or blanket policy to ineligible persons.

6. Group, franchise or blanket policies which are exempt from Chapter 21 pursuant to Section
2105(2) of the Act remain subject to all other applicable provisions of the Michigan Insurance
Code, including Chapter 20, Chapter 24 and Chapter 26 of the Code, MCLA 500.2001 et seq,
500.2401 et seq and 500.2601 et seq; MSA 24.12001 et seq, 24.12401 et seq and 24.12601 et seq.

RIGHTS AND PROCEDURES

The guidelines in this bulletin are effective immediately. In conformity with Section 3(6) of the
Administrative Procedures Act of 1969, MCLA 24.203(6); MSA 3.560(103)(6), the guidelines are
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a statement of policy which the agency intends to follow, which does not have the force or effect
of law, and which binds the agency, but does not bind any other person. The Insurance Bureau
shall use these guidelines in reviewing all filings of group, franchise or blanket policies for home
insurance and auto insurance which claim exemption from the provisions of Chapter 21 pursuant
to Section 2105(2) of the Act. The operation of this bulletin does not suspend operation of any
guidelines currently in effect.

Finding #34 - Group Insurance - The Examiners found that 60 of the 60 issued new business
and renewal policy files (100% error rate) were issued under groups "credit card," "PayPal," and
"Bank/Credit Unions" which do not appear to be group, franchise or blanket policies as defined in
Bulletin No. 80-22. Issuing policies to a collection of persons identified as "Credit Cards,"
"PayPal," "Utility" and "Banks/Credit Unions" groups that are not defined groups constitutes 60
policies issued in violation of Bulletin No. 80-22. The Companies disagreed with this finding. The
following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 17 28%
Progressive Marathon 43 72%

Bulletin No. 80-22

Section 2105(2) of Public Act 145 of 1979 (Act), which took effect January 1, 1980, provides that
Chapter 21 of the Act shall not apply to insurance written on a group, franchise, blanket policy, or
similar basis which offers home insurance or automobile insurance to all members of the group,
franchise plan, or blanket coverage who are eligible persons, MCLA 500.2105(2); MSA
24.12105(2). This bulletin explains the provisions of this section and provides guidelines for review
of group, franchise and blanket policies by the Commissioner of Insurance (Commissioner).

GUIDELINES

1. Group, franchise and blanket policies offer coverage to persons who are members of a
designated group. Membership in the designated group must be primarily for reasons or purposes
other than the purchase of insurance.

2. Group policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a group policy under Section 2105 if a master policy is issued under which members of the
group are insured. The underwriting unit is the group, rather than each individual in the group, and
members of the group receive certificates of participation in the group plan.
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3. Franchise policy -- The Commissioner shall consider a home insurance or auto insurance policy
to be a franchise policy under Section 2105 if individual contracts are issued to each member of a
designated group who is an eligible person. The underwriting unit is each individual in the group.
A franchise policy is individual insurance which is mass marketed like group insurance and which
therefore realizes certain expense reductions from mass underwriting and marketing.

4. Blanket policy -- The Commissioner shall consider a home insurance or auto insurance policy to
be a blanket policy if a master policy is issued to cover a group consisting of a changing mix of
people. The underwriting unit is the group, rather than each individual in the group, and the covered
members of the group are not individually identified by the insurer.

5. Section 2105(2) exempts group, franchise and blanket policies from Chapter 21 of the Act,
provided these policies offer home insurance or auto insurance to all members of the designated
group who are eligible persons. An eligible person for home insurance is defined in Section 2103(2)
ofthe Act, MCLA 500.2103(2); MSA 24.12103(2). An eligible person for auto insurance is defined
in Section 2103(1) of the Act, MCLA 500.2103(1); MSA 24.12103(1).

The Commissioner shall not consider a group, franchise or blanket policy to be exempt from the
provisions of Chapter 21 if an insurer underwrites the group or blanket policy, or underwrites
individual group members under a franchise policy, in a way which would deny home insurance or
auto insurance to any eligible person within that group. An insurer may offer insurance under a
group, franchise or blanket policy to ineligible persons.

6. Group, franchise or blanket policies which are exempt from Chapter 21 pursuant to Section
2105(2) of the Act remain subject to all other applicable provisions of the Michigan Insurance Code,
including Chapter 20, Chapter 24 and Chapter 26 of the Code, MCLA 500.2001 et seq, 500.2401 et
seq and 500.2601 et seq; MSA 24.12001 et seq, 24.12401 et seq and 24.12601 et seq.

RIGHTS AND PROCEDURES

The guidelines in this bulletin are effective immediately. In conformity with Section 3(6) of the
Administrative Procedures Act of 1969, MCLA 24.203(6); MSA 3.560(103)(6), the guidelines are
a statement of policy which the agency intends to follow, which does not have the force or effect of
law, and which binds the agency, but does not bind any other person. The Insurance Bureau shall
use these guidelines in reviewing all filings of group, franchise or blanket policies for home
insurance and auto insurance which claim exemption from the provisions of Chapter 21 pursuant to
Section 2105(2) of the Act. The operation of this bulletin does not suspend operation of any
guidelines currently in effect.
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Finding #35 - Group Insurance - The Examiners found that in 60 of the 60 new and renewal
sample files (100% error rate), the policy file did not evidence how the Companies determined
group eligibility. The Companies' failure to include documentation that group eligibility was met
constitutes 60 policies issued in violation of MCL 500.2103(1). The Companies disagreed with
this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 17 28%
Progressive Marathon 43 72%

MCL 500.2103(1)
"Eligible person", for automobile insurance, means a person who is an owner or registrant of an
automobile registered or to be registered in this state or who holds a valid license to operate a motor
vehicle issued by this state, but does not include any of the following:
(a) A person who is not required to maintain security under section 3101, unless the person intends
to reside in thls state for 30 days or more and makes a written statement of that intention on a form
approved by the director.
(b) A person whose license to operate a vehicle is under suspension or revocation.
(c) A person who has been convicted within the immediately preceding 5-year period of fraud or
intent to defraud involving an insurance claim or an application for insurance; or an individual who
has been successfully denied, within the immediately preceding 5-year period, payment by an
insurer of a claim in excess of $1,000.00 under an automobile insurance policy, if there is evidence
of fraud or intent to defraud involving an insurance claim or application.
(d) A person who, during the immediately preceding 3-year period, has been convicted under, or
who has been subject to an order of disposition of the family division of circuit court for a violation
of, any of the following:
(i) Section 601d of the Michigan Vehicle Code, 1949 PA 300, MCL 257.601d, or any other
law of this state the violation of which constitutes a felony resulting from the operation of
a mulur vehicle.
(i) Section 625 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.625.
(i) Section 617, 617a, 618, or 619 of the Michigan Vehicle Code, 1949 PA 300, MCL
257.617,257.617a, 257.618, alld 257.619.
(iv) Section 626 of the Michigan Vehicle Code, 1949 PA 300, MCL 257.626; or a similar
violation under the laws of any other state or a municipality in or outside of this state.
(e) A person whose vehicle insured or to be insured under the policy fails to meet the motor vehicle
safety requirements of sections 683 to 711 of the Michigan vehicle code, 1949 PA 300, MCL
257.683 to 257.711.
(f) A person whose policy of automobile insurance has been canceled because of nonpayment of
premium or financed premium within the immediately preceding 2-year period, unless the
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premium due on a policy for which application has been made is paid in full before issuance or
renewal of the policy.

(g) A person who fails to obtain or maintain membership in a club, group, or organization, if
membership is a uniform requirement of the insurer as a condition of providing insurance, and if the
dues, charges, or other conditions for membership are applied uniformly throughout this state, are
not expressed as a percentage of premium, and do not vary with respect to the rating classification
of the member except for the purpose of offering a membership fee to family units. Membership
fees may vary in accordance with the amount or type of coverage if the purchase of additional
coverage, either as to type or amount, is not a condition for reduction of dues or fees.

(h) A person whose driving record for the 3-year period immediately preceding application for or
renewal of a policy, has, under section 2119a, an accumulation of more than 6 insurance
eligibility points.

Finding #36- Group Insurance - Finding #8 identified eight of the 62 rescinded policy and claim
files associated with the reason for rescission which the Companies rescinded post-claim submission
based on their filed Underwriting Rule (UW) of eligibility, Rule DO8. The Examiners noted that
although Rule D08 was filed as part of a Rating Rule, it appears to be an underwriting eligibility
rule. For group, franchise or blanket policies, UW rules should not be filed with the DIPS. Thus,
UW Rule D08 would not apply to group, franchise or blanket policies. Based on the Companies
using filed UW Rule DOS for eligibility, the Examiners found these eight policies do not appear to
be true group, franchise or blanket policies. Since the Examiners included this Finding in Finding
#12 with a statutory citation, we did not include the same statutory citation here. However, we
present this finding as further documentation to support that the Companies' practice of filing an
Underwriting Rule with the DIPS aligns with individual insurance and not group msurance.

Finding #37 - Group Insurance - The Examiners found no documentation in 33 of the 60 new
and renewal sample policy files policies files (55% error rate) that the Companies had provided the
insured with the written notice required at least annually in conjunction with a renewal notice, a
bill, or other notice of payment due issued to a policyholder, that is specified in MCL 500.2112(1).
The Companies' failure to provide the required annual notice constitutes 33 violations ofMCL
500.2112(1). The Companies disagreed with this finding. The following table shows a breakdown
of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 11 33%
Progressive Marathon 22 67%

1
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MCL 500.2112(1)

Subject to subsection (3), at least annually, in conjunction with a renewal notice, a bill, or other
notice of payment due issued to a policyholder in conjunction with an automobile or home
insurance contract, an insurer shall send to the policyholder a written notice that all of the following
information is available and will be provided to the policyholder on request:

(a) A description of the specific rating classifications by which the rates and premiums for the
policy have been determined. The notice must be of sufficient detail and clarity so that the
policyholder can reasonably verify the applicability and accuracy of the rating classifications.

(b) A general explanation of the extent to which rates or premiums vary among policyholders on
the basis of the rating classifications used by the insurer.

(c) Sources and reasonable procedures by which the policyholder can obtain from the insurer
additional information sufficient for the policyholder to calculate and confirm the accuracy of his
or her specific premium.

(d) Relevant information regarding the rights of the policyholder, under sections 2113 and 2114,
to appeal the application of the insurer's rating plan in determining his or her premium, to obtain
documentation from the insurer regarding the determination of the rate, to appeal the application
of the insurer's underwriting rules to the policyholder, to request an informal conference with the
insurer, and to file with the director a complaint as an aggrieved person.

(e) A description of all of the insurer's underwriting rules based on insurance eligibility points and
a description of all of the underwriting rules of the insurer's affiliates based on insurance eligibility
points.

(t) A suggestion that the policyholder contact his or her agent to determine if he or she is eligible
for insurance from an affiliate of the insurer or under a different rating plan of the insurer that
would provide to the policyholder insurance at a more I'A arable premium.

(2) In a written notice provided under subsection (1), the insurer shall provide the policyholder
with a telephone number and an Internet address, by either of which the policyholder may

contact the insurer to request the information listed in subsection (I). On request of the
policyholder, the insurer shall provide the policyholder with the requested infol111ation in either a
wri_tteOor electronic fmmat, as requested by the polic holder.

(3) An insurer is not required to provide information to an insured under this section that is a trade
secret as determined by the director under section 2108(5) or 2 06(6).
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Claims Handling:

Paid Claims

Finding #1 - Records Maintenance - In 11 of 51 sample files (22% error rate), the sample file
did not contain evidence of one or more of the following:

The file did not evidence estimate to support payment
The file did not evidence rental invoice

The file did not evidence subrogation documents

The file did not evidence contact attempts with claimant

o /0 op

The Companies failed to provide evidence of reserving

This constitutes violations of MCL 500.222(6). The Companies disagreed with this finding. The
following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 5 45%
Progressive Marathon 6 55%

MCL 500.222(6)

On an examination under this section, the director, 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 director 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 papers in 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 director, or his or her deputy or examiners,
whenever required. The insurer's officers or agents shall facilitate the examination and aid in making
the examination so far as it is in their power to do so. If the director's order or subpoena is not
followed, the director may request the Ingham County circuit court to issue an order requiring
compliance with the order or subpoena.
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Finding #2 - Claim Payment - In one of 51 sample files (2% error rate) the Company processed
the claim in excess of 60 days after receipt of proof of loss, which constitutes a violation of MCL
500.2006(3). The Company disagreed with this finding. The following table shows the Company
associated with the violation:

Company Number of Violations Percent of Violations

Progressive Marathon 1 100%

MCL 500.2006 (3)
Failing to pay the claim within 60 days after receipt of proof of loss.

laims Cl ithout Pavment

Finding #3 - Records Maintenance - In five of 54 samples files (9% error rate), the Company's
daim file did nut evidence the claimant's request to cancel a collision claim, which is a violation of
MCL 500.222(6). The Company disagreed with this finding. The following table shows the
Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Marathon 5 100%

MCL 500.222(6)

On an examination under this section, the director his or her deputy or any examiner authorized
by him or her may examine in person, by writing, and, if appropriate, under oath the otlicers or
agents of the insurer or all persons considered to have material information regarding the insurer's
property, assets, business, or affairs. The director 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 admjnister 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 papers in its or their possession relating to its business
or affairs, and any other person may he required to produce any hooks, records, or papers
considered relevant to the examination for the inspection of the director, or his or her deputy or
examiners, whenever required. The insurer's officers or agents shall facilitate the examination and
aid in making the examination so far as it is in their power to do so. If the director's order or
subpoena is not followed, the director may request the Ingham County circuit court to issue an
order requiring compliance with the order or subpoena.
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Finding #4 - Claim Correspondence - In three of 54 samples files (6% error rate), the Companies
failed to acknowledge promptly or act reasonably and promptly upon communications with respect
to claims. This constitutes three violations of MCL 500.2026(1)(b). The Companies disagreed with
this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 33%
Progressive Marathon 2 67%

MCL 500.2026

(1) Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

(b) Failing to acknowledge promptly or to act reasonably and promptly upon communications with
respect to claims arising under insurance policies.

Finding #5 - Methods of Competition - In two of 54 samples files (4% error rate), the Companies
failed to affirm or deny coverage of claims within a reasonable time after proof of loss statements
were completed. This constitutes two violations of MCL 500.2026(1)(f). The Companies disagreed
with this finding. The following table shows a breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 50%
Progressive Marathon 1 50%

MCL 500. 2026

(1) Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

() Failing to attempt in good faith to effectuate prompt, fair, and equitable settlements of claims
in which liability has become reasonably clear.
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Finding #6 - Methods of Competition - In seven of 54 samples files (13% error rate), the
Companies did not respond to subrogation request timely; or there was post claims underwriting;
or Companies did not attempt in good-faith to settle claim which is a violation of MCL
500.2026(1)(-f). The Companies disagreed with this finding. The following table shows a
breakdown of the violations by Company:

Company Number of Violations Percent of Violations
Progressive Michigan 1 14%
Progressive Marathon G 86%

MCL 500.2026

(1) Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

() Failing to attempt in good faith to effectuate prompt, fair, and equitable settlements of claims
in which liability has become reasonably clear.

Finding #7-Methods of Competition - In three of 54 samples files (6% error rate), the Company
failed to send a denial letter to the claimant. For the reason cited above, the Company's failure to
promptly provide a reasonable explanation of the basis in the insurance policy in relation to the
facts or applicable law for denial of a claim or for the offer of a compromise settlement constitutes
three violations ofMCL 500.2026(1)(n). The Company disagreed with this finding. The following
table shows the Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Marathon 3 100%

MCL 500.2026

(1) Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

(n) Failing to promptly provide a reasonable explanation of the basis in the insurance policy in
relation to the facts or applicable law for denial of a claim or for the offer of a compromise
settlement.
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Complaint Handling
Finding #1 - Methods of Competition - In four of the five complaint files (80% error rate), the

claim file documentation showed that the Company performed extensive investigations and ran
reports into the validity of the insured's address, the garaging location of the insured vehicles,
premium differentials based on suspected garaging addresses, and vehicle ownership information
after a claim was filed, which is an activity commonly known as post-claim underwriting. When
these post-claim investigations produced information that was inconsistent with the policy
information or representations made by the insured at the time the Company assumed the risk, the
information was used to adversely affect the claimant resulting in a delay of the claim payment or
a denial of the claim. The Company also used these alleged misrepresentations by the insured as
the reason for rescission after a claim was filed, rather than identifying the issues during the normal
underwriting period. The Examiners did not find a similar preponderance of such investigations or
reports that were run during the normal, risk acceptance underwriting cycle. In handling the four
sample claim files, there is evidence that the Company identified and addressed post-claim
underwriting issues, used as the reason to delay or deny the claim or rescind or non-renew a policy
after the claim was filed, rather than during the normal underwriting period. The Examiners found
that, based upon the observed error rate, the activity described above was not an isolated incident
and occurred with sufficient frequency in the sample files to show the activity was not inadvertent
but rather indicative of a normal business practice. To engage in the unfair or deceptive acts or
practices in the business of insurance including stating that garaging location is material after the
claim have been submitted, as described above, constitutes failure to attempt in good faith to
effectuate prompt, fair, and equitable settlements of claims where liability is reasonably clear, and
violates MCL 500.2026(1)(f). The Company disagreed with this finding. The following table shows
the Company associated with the violations:

Company Number of Violations Percent of Violations

Progressive Marathon 4 100%

MCL 500.2026

(1) Unfair methods of competition and unfair or deceptive acts or practices in the business of
insurance, other than isolated incidents, are a course of conduct indicating a persistent tendency to
engage in that type of conduct and include:

(f) Failing to attempt in good faith to effectuate prompt, fair, and equitable settlements of claims
in which liability has become reasonably clear.
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Examination Summary Charts

Summary of Examination Findings by Scope Area

Underwriting and Rating

Number
Description of Sample | Number of Filesin | Error | Applicable
Findin!! Findin!! Population | Size of Errors | Error Rate | Michigan Statute
Finding #1 Failure to
Records produce
] o
Maintenance requ§st§d policy 1,340,235 60 5 5 8% MCL 500.222(6)
application
records
Finding #2 Failure to
) d .
Privacy PrOVICe aPIVASY 11 340235 | 60 1 1 2% | MCL 500.507
Notices notice to
consLtmers
Failure to
Finding #3 provide the
Collision required written | 346535 | 69 4 4 7% | MCL 500.3037(1)
Options notice of
collision
coverage options
g | P
Secretary of . iy o MCL
State Reports inforce policies 1,340,235 60 4 4 7% 500.3 101a(l)
to the Secretary
of State
Finding #5 Failure to insure MCLA
Failure to risks based on 500.2103(1)(c)()
Insure allegations of 14,080 N/A N/A N/A NIA
Eligible Risks | fraud or Bulletin No. 80-
misrepresentation 22
glenc(i)lrndgs #6 Failure to
. produce 14,080 32 35 32 100% | MCL 500.222(6)
Maintenance
requested records
Ellil;ibnli #1 Failure to issue a MCL
] 0,
Persons p(?h.cy to an 14,080 32 32 32 100% 500.2103(1)(c)
eligible person
Finding #8 Failure to issue a MCL
Eligible policy to an 14,093 NA NA NA 100%
. 500.2103(1)(c)
Persons eligible person
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Number
Description of Sample | Number of Filesin | Error | Applicable
Findine: Findine: Population | Size of Errors | Error Rate | Michie:an Statute
(Population
Level)
Finding #9 Failure to include
Adverse reason for
Action adverse in the 14,080 32 31 31 97% | MCL 500.2122(1)
Notices notice to the
insured
Finding #10 | Laiwelo
Records maintain records
. that supported 17,043 62 29 27 44% | MCL 500.222(6)
Maintenance . .
policy rescission
activity
Failure to report
Finding #11 all required
Secretary of information or to MCL
State report required 17,043 62 27 27 44%
) . . 500.3101a(1)
Reporting information
accurately and
timely
Failure to
Finding 712 | (0% PR
Post Claim . o MCL
Underwriting | Mintamn | 17,043 62 8 8 13% 1 500.2026(1)®)
evidence of claim
denial
documentation
Finding #13 Fallure. to
Ineligible recognize
ineligible persons | 17,043 62 3 3 5% MCL 500.2103(1)
Insureds oo
when issuing
coverage
Finding #14 Reports did not
Secretary of show policy was MCL
State polcy 165,582 32 1 1 3%
. removed after 500.3101a(l)
Reporting .
cancellation
Finding #15 | Lailure to
Records maintain record
. of insured's 165,582 37 1 1 3% MCL 500.222(6)
Maintenance .
cancellation
request
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Number
Description of Sample | Number of Filesin | Error | Applicable
.(1'indin2 J!'indin2 Population | Size of Errors | Error Rate | Michh:1:an Statute
i:::l(l)lrlzigs 116 Failure to
Maintenance produce 1,698 64 17 16 25% MCL 500.222(6)
requested records
Finding #17 .
. Failure to
Post Claim . . o MCL
Underwriting ?Onje;f: lrr‘:le prior | 1,698 64 / 7 1% 1 $500.2026(1)(h)
Finding H18 Failure to follow
Internal internal policy 1,698 64 10 10 16% | MCL 500.2103(1)
Procedures renewal
procedures
glell(rigtlagri 109f Reports did not
State show policy was 1,698 64 | ! 294 MCL 500.31Ula
. removed after (D)
Reporting
non-renewal
Underwriting . . o MCL
Rules gltl;tel;:isntlcal to 1,698 64 20 20 31% 500.2118(2)(a)
standards
Finding #21 Use oflntent to
Intent To Reside forms in— 4 9 64 8 8 13% | MCL 500.2103(1)
Reside non-renewing
eligible persons
Finding #22 Failure to
Records produce
Maintenance requested records | 1,340,235 10 5 5 50% | MCL 500.222(6)
that support
rating factors
Failure to file the
Risk Group Code
Finding #23 table use in
Code Table rating 1,340,235 10 3 3 30% MCL 500.2108(1)
Progressive
Michigan
policies
Failure to issue
Finding #24 polices in
Rate Factors accordance with 1,340,235 10 4 4 40% MCL 500.2108(7)
the Companies'
filed rating plan
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Number
Description of Sample | Number of Filesin | Error | Applicable
Findine: Findine: Population | Size of Errors | Error Rate | Michie:an Statute
Use of prohibited
Finding #25 | "W
Rate classification, sex MCL
1 0,
Classifications and rna.rltal 1,340,235 10 10 10 100% 500.2111(4)
status, in the
Companies'
rating plan
Use ofa
Finding #26 prohibited merit
MeritRating | rating plan 1340235 | 10 2 2 20% | MCL 500.2111(3)
Plan surcharge with
comprehensive
coverage
Failure to file the
Risk Group Code
Finding #27 table use in
Code Table rating 1,340,235 10 3 3 30% MCL 500.2406(1)
Progressive
Michigan
oolicies
Issuing policies
Finding #28 not issued in
Rate Factors accordance with 1,340,235 10 4 4 40% MCL 500.2412
the Companies'
flied rating plan
Issuing policies
Finding #29 not issued in
Rate Factors accordance with 1,340,235 10 4 4 40% MCL 500.2430(1)
the Companies'
flied rating olan
The Companies'
Finding #30 franchise
Group programs lack o, | MCL
Insurance) requirements to 1,340,235 NIA 1,340,175 1 1,340,175 | 100% 500.2105(2)(3)
qualify as group
insurance
Finding #31 Unfair r.n.ethod of
Methods of competition for
.. failure to issue a 14,080 32 32 32 100% | MCL 500.2105(1)
Competition .
policy to an
eligible oerson
L Policies issued MCL
Finding #32 under group 1,340,235 60 60 60 100% 500.2105(2)(3)
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Number

Description of Sample | Number of Filesin | Error | Applicable
Findin2 Findin2 Population | Size of Errors | Error Rate | Michi2an Statute
Group failed to meet the
Insurance statutory

definition of

group

The Companies'
Finding #33 ;f;cf;ffs failed
Group to meet the 1,340,235 | NIA 1.340.175 | 1340175 | 100% | Bulletin No. 80-
Insurance .. 22

definition of

group in Bulletin

No. 80-22

Policies issued
Finding #34 under group
Group falleq t.0 meet the 1,340,235 60 60 60 100% Bulletin No. 80-
Insurance definition of 22

group in Bulletin

No. 80-22

Failure to
Finding #35 maintain
Group documentation 1,340,235 | 60 60 60 100% | MCL 500.2103(1)
Insurance showing group

eligibility was

met
Finding#36 Use of filed
Group upderwrltlng rule 1340235 | 62 g 2 NIA Refer to Finding
Insurance disqualified #12

oolicies as group

Failure to
Finding #37 provide the

i ith th
Group msured with the |, 34 535 | 6 33 33 55% | MCL 500.2112(1)
Insurance written notice

specified in MCL

500.2112
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Claims
Number
Number | of Files Applicable

Description of Sample | of in Error | Michigan
Findin!!: Findin2: Pooulation | Size Errors Error Rate Statute
Finding #1 Failure to provide MCL
Records evidence of claim 68,546 51 11 11 22% 500.222(6)
Maintenance reserving ’

o Failure to process

Finding #2 L o, | MCL
Claim Payment (6:1(')91151;}]1811 less than 68,546 51 1 1 2% 500.2006(3)

Failure to

maintain
Finding #3 .
Records documentation of 25,150 54 5 5| v | MCL

. insured's request 500.222(6)

Maintenance ..

to cancel collision

claim
Finding #4 Failure to act MCL
Claim promptly on claim 25,150 54 3 3 6% 500.2026(1)(b)
Correspondence | communications '
Finding #5 1;.;1 ﬁﬂf@f 21?211 MCL

o
lgetho‘ii. of within a 25,150 >4 2 21 4% 500.2026(1)(h)
ompetition reasonable time

Finding #6 Failure to attempt MCL
Methods of in good faith to 25,150 54 7 7 13% 500.2026(1)(f)
Competition settle a claim )

Failure to provide
Finding #7 a reasonable MCL
Methods of explanation of the 25,150 54 3 3 6% 500.2026(1)(n)
Competition policy basis for a ) n

claim denial

L. /]|
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Complaints
Number
Number | of Files Applicable
Description of Sample | of in Error | Michigan
Findin2 Findin2 Pooulation | Size Errors Error Rate Statute
Finding #1 Failure to attempt in MCL
Methods of good faith to settle a 5 5 4 4 80%
o . 500.2026(1)(£)
Competition claim
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Summary of Examination Findings by Statutes

Number of Applicable
Scope Area | Sample | Number Error Sample Files _
s . . Sample Numbers . Michigan
and Finding Size of Errors Rate ) w1t!1 Statute
Number Violations
Underwriting
and Rating NIA 1,340,175 100% NIA NIA
Finding #33
14.001, 14.002, 14.003,
14.004, 14.005, 14.006,
14.007, 14.008, 14.009,
14.010, 14.011, 14.012,
14.013, 14.014, 14.015,
14.016, 14.017, 14.018,
14.019, 14.020, 14.021,
14.022, 14.023, 14.024,
d .. 14.025, 14.026, 14.027,
Uar; derg;rtlizgg 6 o 100% 14.028, 14.029, 14.030, 6 Bulletin No. 80-
Finding #34 14.031, 14.032, 14.033, 22
14.034, 14.035, 14.036,
14.037, 14.038, 14.039,
14.040, 14.041, 14.042,
14.043, 14.044, 14.045,
14.046, 14.047, 14.048,
14.049, 14.050, 14.051,
14.052, 14.053, 14.054,
14.055, 14.056, 14.057,
14.058, 14.059, 14.060
Underwriting
and Rating NIA 14,080 100% NIA NIA
Finding #5
Claims MCL
Finding #2 Sl ! 2% 19.66.1 ! 500.2006(3)
Claims o MCL
Finding #4 54 3 6% 20.001.1, 20.007.1, 20.009.1 3 500.2026(1)(b)
Claims 20.001.1, 20.010.1, 20.015.1,
o 54 7 13% 20.037.1, 20.054.1, 20.069.1,
Finding #6 20.075.1 MCL
28
Underwriting 18.015, 18.017, 18.024, 500.2026(1)(f)
and Rating 62 8 13% 18.044, 18.045, 18.052,
Finding #12 18.086, 18.128
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Number of Applicabl
Scope Area | Sample | Number Error S le Numb Sample Files I\Ep ;ﬁa ¢
and Finding Size | of Errors | Rate ampie Numbers with ichigan
Number Violations Statute
Underwriting
. 17.3,17.4, 17.15, 17.40
and Rating 64 7 11% ’ ’ ’ ’
Finding #17 17.43,17.50, 17.59
Claims
0
Finding #5 54 2 4% 20.030.1, 20.037.1
Complaints 5 4 o :
Finding #1 80% 7.8,9,10
Claims MCL
.. 4 0 . . . . . .
Finding #7 5 3 6% 20.012.1, 20.027.1, 20.043.1 3 500.2026(1)(n)
Underwriting 17.2,17.14, 17.27, 17.31,
and Rating 64 10 16% 17.41, 17.42, 17.45, 17.48,
Finding #18 17.49, 17.58
Underwriting
and Rating 62 3 5% 18.057, 18.058, 18.086
Finding #13
i
Uarﬁgrtlifglg o q lop | 17:10,17.13,17.24, 17.40,
0
Finding #21 17.43, 17.54, 17.59, 17.60
14.001, 14.002, 14.003,
14.004, 14.005, 14.006,
14.007, 14.008, 14.009,
14.010, 14.011, 14.012,
14.013, 14.014, 14.015, 31 MCL
14.016, 14.017, 14.018, 500.2103(1)
14.019, 14.020, 14.021,
14.022, 14.023, 14.024,
Underwriting 14.025, 14.026, 14.027,
. 14.028, 14.029, 14.030
0 > > >
;ﬂﬁ?ﬁs 60 60 100% 14.031, 14.032, 14.033,
& 14.034, 14.035, 14.036,
14.037, 14.038, 14.039,
14.040, 14.041, 14.042,
14.043, 14.044, 14.045,
14.046, 14.047, 14.048,
14.049, 14.050, 14.051,
14.052, 14.053, 14.054,
14.055, 14.056, 14.057,
14.058, 14.059, 14.060
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Number of Applicabl
Scope Area | Sample | Number Error Sample Files p.p 1?a ¢
and Finding Size of Errors Rate Sample Numbers with Michigan
Number Violations Statute
15.01, 15.02, 15.03, 15.04,
15.05, 15.06, 15.07, 15.08,
Underwriting 15.09, 15.10, 15.11, 15.12,
and 15.13, 15.14, 15.15, 15.16,
RatingFinding | -2 32 100% "\ 1517, 15.18, 15.19, 15.20, 32
#7 15.21, 15.22, 15.23, 15.24, MCL
15.25, 15.26, 15.27, 15.28, 500.2103(I)(c)
15.29, 15.30, 15.31, 15.32
Underwriting
and Rating NIA 14,019 99% NIA NIA
Finding #8
15.01, 15.02, 15.03, 15.04,
15.05, 15.06, 15.07, 15.08,
Underwitng 15,03, 15,14, 15,15, 15.16, MCL
: o .13, 15.14, 15.15, 15.16,
lj‘irrll‘;ﬁatg;gl 32 32 100% | 1517 15.18, 15.19, 1520, 32 500.2105(1)
& 15.21, 15.22, 15.23, 15.24,
15.25, 15.26, 15.27, 15.28,
15.29, 15.30, 15.31, 15.32
Underwriting
and Rating NIA 1,340,175 100% NIA NIA
Finding #30
14.001, 14.002, 14.003,
14.004, 14.005, 14.006,
14.007, 14.008, 14.009,
14.010, 14.011, 14.012,
14.013, 14.014, 14.015,
14.016, 14.017, 14.018,
14.019, 14.020, 14.021, MCL
Underwriting 14.022, 14.023, 14.024, 500.2105(2)(3)
and Rating 60 60 100% 14.025, 14.026, 14.027, 60
Finding #32 14.028, 14.029, 14.030,
14.031, 14.032, 14.033,
14.034, 14.035, 14.036,
14.037, 14.038, 14.039,
14.040, 14.041, 14.042,
14.043, 14.044, 14.045,
14.046, 14.047, 14.048,
14.049, 14.050, 14.051,
14.052, 14.053, 14.054,
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Prugrt:ssive Marathon Insurance Company

Number of Avplicable
Scope Area | Sample | Number Error S le Numb Sample Files NI[)ph
and Finding Size of .1£rrors | Rate ampie Numbers with 1chigan
Number Violations Statute
14.055, 14.056, 14.057,
14.058, 14.059, 14.060
Underwriting MCL
and Rating 10 3 30% 14.001, 14.005, 14.007 3 500.2108(1)
Finding #23 '
Underwriting 14.001, 14.005, 14.007, MCL
and Rating 10 4 40% 14.010 4 500.2108(7)
finding #24 ) )
Underwrl.tmg MCL
and Rating 10 2 20% 14.001, 14.007 2 5002111(3)
Finding #26 '
Underwriting 14.001, 14.002, 14.003,
and Rating 10 10 100% 14.004, 14.005, 14.006, 10 MCL
.. 14.007, 14.008, 14.009, 500.2111(4)
Finding #25 14.010,
14.002, 14.005 14.006,
14.007 14.008, 14.009
14.010, 14.012, 14.013,
14.014, 14.016, 14.017
Underwriting 14.018, 14.019, 14.020, MCL
and Rating 60 33 55% 14.021, 14.023, 14.030, 33 500.2112(1)
Finding #37 14.031, 14.032, 14.033, '
14.034, 14.036, 14.038,
14.039, 14.041, 14.042,
14.044, 14.051, 14.052,
14.056, 14.057, 14.058
17.2,17.10, 17.13, 17.14,
Underwriting 17.19, 17.20, 17.24, 17.27, MCL
and Rating 64 20 31% 17.31, 17.40, 17.41, 17.42, 20 500.2118(2)(a)
Finding #20 17.43,17.45, 17.48, 17.49, ’
17.54, 17.58, 17.59, 17.60
15.01, 15.02, 15.03, 15.04,
15.05, 15.06, 15.07, 15.08,
Underwriting 15.09, 15.10, 15.11, 15.12,
and 15.13, 15.14, 15.15, 15.16, MCL
RatingFinding 32 31 7% 15.17, 15.18, 15.19, 15.20, 31 500.2122(1)
#9 15.21, 15.22, 15.23, 15.24,
15.25, 15.27, 15.28, 15.29,
15.30, 15.31, 15.32
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Number of |\ i cable
Scope Area | Sample Number Error Sample Files p.p .
. . Sample Numbers . Michigan
and Finding Size of Errors Rate ) w1t!1 Statute
Number Violations
18.001, 18.004, 18.010,
18.012, 18.013, 18.014,
18.016 (2), 18.022, 18.023,
Underwriting 18.026, 18.030, 18.031,
and Rating 62 29 47% 18.033, 18.035, 18.037,
Finding #10 18.038, 18.039, 18.041,
18.042, 18.043, 18.047,
18.049, 18.050, 18.051 (2),
18.053, 18.086, 18.128
Underwriting
and Rating 37 1 3% 16.36
Finding #15
17.2, 17.8, 17.24, 17.27,
Underwriting 17.29, 17.38, 17.41, 17.43,
and Rating 64 17 27% 17.45,17.49, 17.51, 17.53
Finding #16 (2), 17.56, 17.57, 17.59,
17.63
Underwriting
and Rating 10 5 50% 14'0(1)‘1"01049'0(1)3’011‘:)'008’
Finding #22 U 102 MCL 500.222(6)
Claims 20.033.1, 20.047.1, 20.054.1,
Finding #3 >4 > 0% 20.069.1, 20.075.1
Underwriting 14.020, 14.036, 14.040
and Rating 60 5 8% ’ c o o 7
Finding #1 14.047, 14.058
15.01, 15.02, 15.03 (2),
15.04, 15.05, 15.06 (2),
15.07, 15.08, 15.09, 15.10,
Underwriting 15.11, 15.12, 15.13, 15.14,
and Rating 32 35 109% 15.15(2), 15.16, 15.17,
Finding #6 15.18, 15.19, 15.20, 15.21,
15.22, 15.23, 15.24, 15.25,
15.26, 15.27, 15.28, 15.29,
15.30, 15.31, 15.32
19.7.2, 19.8.1, 19.9.2,
Claims o 19.23.1, 19.28.1, 19.28.2,
Finding #1 > 1 2% 1 19.61.1, 19.62.2, 19.63.1,
19.64.1, 19.66.1
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Number of Applicabl
Scope Area | Sample | Number Error Sample Files p.p c ¢
e . Sample Numbers . Michigan
and .Finding Size of Errors Rate with Statut
Number Violations atute
Underwriting MCL
and Rating 10 3 30% 14.001, 14.005, 14.007 3
ne 500.2406(1)
Finding #27
Underwriting
and Rating 10 4 40% 14.001, 111'(())(1% 14.007, 4 MCL 500.2412
Finding #28 ’
gr;‘ifgrt‘iﬁzg 0 4 400, 14.001, 14.005, 14.007, A MCL
0
Finding #29 14.010 500.2430(1)
Unuerwriling 14.020, 14.027, 14.040, MCL
and Rating 60 4 7% 14.058 4 500.3037(1)
Finding #3 ’ ’
Underwriting
and Rating 60 4 79 14.023, 111.(())252, 14.041,
Finding #4 ’
Underwriting
and Rating 32 1 3% 16.26
Finding #14
Underwriting
and Rating 64 1 2% 17.51
Finding #19 33 MCL
18.001, 18.002, 18.003, >00.310Tadl)
18.004, 18.005, 18.006,
Und . 18.007, 18.009, 18.010,
o ervzl“ ng 18.011, 18.014, 18.020,
RatinoFindi 62 27 44% 18.021, 18.023, 18.027,
amﬁli“ ng 18.030, 18.032, 18.033,
18.037, 18.040, 18.041,
18.047, 18.049, 18.054,
18.055, 18.056, 18.086
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Number of Applicable
Scope Area | Sample | Number Error Sample Files p.p .
. . Sample Numbers . Michigan
and Finding Size of Errors Rate with
Number Violations Statute
Underwriting
and Rating 60 1 2% 14.047 1 MCL 500.507
Finding #2
Underwriting
andRating | NTA | 14080 | NIA NTA NTA 500 21;402%3( .
Finding #5 ' ¢
Underwriting 18.015, 18.017, 18.024,
and Rating 62 8 13% 18.044, 18.045, 18.052, Refer to Finding #12
Finding #36 18.086, 18.128
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Examiner's Recommendations

The Examination findings identified above relate to findings with regard to the Companies' claims,
underwriting and rating and complaint policies, procedures, and practices, which constitute
violations of applicable Michigan statutes. As such, the following are recommendations for the
Companies to consider, in working with the DIFS, to address the violations noted and to mitigate
future reoccurrence of the specific matters:

1. Progressive should develop a written Corrective Action Plan ("CAP"), to be submitted to
aml appruvt:<l by Lht: DIFS, wilhin 30 days of receipt of the final report. The CAP should
provide detailed steps the Companies will take to enhance future compliance with each
finding with the referenced Michigan statutes, including a timeline for completion.

2. Upon completion of each remediation step in the agreed upon CAP, an officer of the
Companies shall submit an attestation to the DTFS that the CAP implementation of all
corrective action items has been completed.
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ACKNOWLEDGMENT

An examination has been conducted of the market conduct affairs of Progressive Michigan
Insurance Company and Progressive Marathon Insurance Company as of September 30, 2019.
This Examination was conducted in accordance with the Michigan Department of Insurance and
Financial Services and relevant Handbook procedures in the areas of underwriting, rating,
complaints and claims.

The Examiners wish to express appreciation for the courteous cooperation and assistance given
by the officers and employees of the Companies during the course of this examination

Sincerely,

ﬁ Snne Hiishen Fonbort A T e onas

Jill Anne Huisken, PIR, MCM Robert W. McManus,
Company Examination Manager Examiner-in-Charge
Department of Insurance and Financial Services Risk & Regulatory Consulting, LLC
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