Do AUTOMOBILE INSURANCE firmms operaiing in Michigan put
PROFITS ahead of policyholders by AGGRESSIVELY challenging
no-fault ACCIDENT CLAIMS in court or offering LOW SETTLEMENT offers, thereby
saving millions of dollars in POTENTIAL PAYOUTS? Yes, say accident
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victims, lawvyers, and insurance advocacy experts.

DEVIN KALISZ WAS AN ACTIVE 24YEAR-OLD MOTHER
of twins when she stopped at a red light in Lake Orton. It was 2006, [n her
rearview mirror, Kelisz saw a Chevrolet 510 pickup coming up very fast
behind ber wnd thought, "thiz girl iz not peing to step.”

The rear-end eallision did minimal damage to Kalisz's Ford FI0 pickup,
bur Kalisz wasn't so fortunate, Her head crashed into the steering wheel, and
tlve suddan pain in her heed was unlike anyihing she had expestenced before.
*That was the beginning of the end of life a5 T knew it,” Kalisz recalls,

As serfous ns Kalisz's injuries were, her real ordeal was dealing with the
insurance company, Her case and others illustrate what is needed to improve
the state’s widely lauded no-fault anto insurance system.

Asz it stands, Michigan is the only state that mundates insurance compa-
nies 10 provide nnlimited, lifetime medical benefits to motorists injured in
autoe accidents. While the no-fault, benefits Michigan policyhclders receive
far gutpace benefits available in other states, the aperatinn of the program
is often dddlat with fustration and impediments te recovery.

Insurers ard polies hedders routinely fece cach other in court over benefit



Aaims that insurers say drive up the mst of promicms, and leave them with
ngr choice bat to carefully scrotinize every case.

Plrintifls’ attorneys allege the industry is far mone calevdating asd cun-
ning than #t acknowlsdges.

They say insurers routinely engapge in the wholesale and erbitracy denial
ofdaims, understanding thot a daimant’s only recourse is throngh e court
sysloim, whese the insurers liahility can be limited and jts chances of otlast-
ing claimarts — if nok achdly winning — ane good, Short of a trial, insur-
aner firmes have been known to make low-ball settlement offers to unsuspect-
ing victims in hopes they won't pursue legsl advice, say plaintifl ahorneys.

Mozt disconcerting is that seme insurance companies delay paying aed-
dent victims in the hopes ot they will dic. Sueh practices were featured in
John Grisham'’s 2005 book, The Rainmaker, and a subsequent movie by the
same pame direcled by Francis Ford Coppala and stard g Iatt Damen,
Dranay DiVito, and Danny Glover.

In cther instances, insurers quietly seek the claimant’s agreernent to &
denial ol claims, which eomplelely undermines Michigan's well-regoarded
no-fouit srsiem. Daityland Tnsurinee Co., which has its beadquarters in
Stevens Point, Wis., will send 2 release of liability form to its own injured
custamers that, il signed, extinguishes their logal rights — past, present, and
(ubure {aften jush siven days after e omsh) - inexwhange for merely paying
ofl the claimant’s deductible,

“When the ruto tnsurance firms sy they have low profit manging, keep
in mind that their {pombined) amnunl profils are in the billions of dollars”
says Michael Morse, owner and peesident of Michael Morse
PC isx Sauthfield, the zpates larpect auto accident plaintifs
firm. “The inswurance companies ave more than willing to
lose 10 percent of the claims {those that are successfully
challiaged oz gollled in rourt) knowing that te other S0
percent are never challenged. Those victima just learn to
live with the injories er wind up an Medicaid, which deesn't
come close W matching the medical treatment they would
mt in the private nsnrano: system”

According to a 2007 analysis of the state's zuto insurmnce
tmarket by Jay Angott, director of the Office of Consumer
Information and Tosumnce Chersight at the U8, Health
and Hurnan Services Department, rubo insurers opernting
i Michigan are among the most profitable in the county,
and have bean for vears.

Meanwhile, regulalors clanim there i3 uo way to specify in
Law ceacily wluid Tnsurers must pay For, 2s every cise I pnigue
and nltimately comes down to a contract dispute belween
THivate parties.

Kalisz ks the game well. Afler her necident, she waos
{aken Lo the emergency room at Pontiac Osteopathic Hospi-
tal, where Kalisz sws the physicians on dury did what they
usuallydo with luead or neck pain: Tley assamed it was whip-
lash, and Ineated it a5 such. To Bacl, Kalisr had o closed-head
injury. Worse, the blow aggravated 2 condition she did not
even know she had — Chinri malfermation, which canses
brain lisswe to protrude into the spinal canal and can cause a
range of symptoms including diziness, muosele weakness,
nutdmess, vision predlems, headaches, and teouble witl:
balanee and cooedination.

The initinl misdiagnosis and swbsequent cormection rn
up hefty medical bills as Knlisz began the long process of
seeking treatment for her injuries, Fortunalely, she initially
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received excellont service and attention from the adjuster with her auto
insurnue: company, Michigan Education Employees Mulual Insuranes Ca.,
or MEEMIC. The insurer was responsible for her medical bills under Mich-
igan's no-frult auto insurance system,

But ihat changed about siv months after the accident. Kalise says she re-
ceived aletter from MEEMIC — which did not retury repentid phone calls
secking eomment for this story — informing her that they would oo longer
accept the word of Kalise's doclors about the necessity of her troatment. In-
stead, shie was requited bo see a doctar working for the insurance comparay.

“Their doctor sew mie for alsoul twa minutes, and I remember I thought
it went preay well,” Knlisz says. “But he decided that these injuries were
not, in fack, what they were, and Hit the imsumhee compiny should not
pay e, He zaid 1 was able 10 ga to work and live a nonnal life, And at that
point, { knew I had a big problem on my hands — that this was fot going
to get better, that they were not going lo help me”

The so-called "Independent Medical Evaluation {IMEY fmvohesa doetar
hired by the insurance contpany. Many lawyers and insurance experts con-
tend such doctors are highly motivated w@ recommend that an ano seckdent
victims claim be denied — or, in other words, ot 2 beelis shooid e ot
ofll “Its a multmillion-dollar business where the doctor pets $500 to 750
per examination, and 52,000 ta 3,000 if they review records or conduct a
depusition, all paid for by an insturance company” Morse says. “These IMEs
ore anpihing but independent. They are boughi-and-paid-for experts hined
by insurance comprnies.




"Dhwvictsly, a dactor that favers the vietins doesn't last loag under tis
system. We've deposed doctors in court who admit to muking millions of
dollars from the insurmua: conpanios for doing this ppe of work,” he adds,
“Unfurtinately, onee a physiciin hired by the insurance firms recommends
adenial of clrims, the insurer will sund a ‘cut-off ketter to all of the doctots
and nvedical personnel treating a vieliny, saving that paynients hove ween
termaimabed]. Te pats the viction i 2o incredildy bad place”™

Kzliszs next move was to engaze Romanzi Atnip, a law firm in Waler-
ford Township that specializes in personal injure elaims. The law firm sued
MEEMIC on Kaliszs behalf, winning the initial case sind surviving an ap-
penl, 5o that today ber full benefits hane been restored and her treatment is
hack on selieduie.

An unbelievable story? Mot really, say critics of the insutanee industry.

They eloim that Kalises experience is all too typical — especially in
Michigon, where they say insurmnce companivs roulingly seek ways 1o
avoid paying claims. The tactic is described by industry critics as “Delay,
Preny, Doferd” rcaning delay vour claim, deny you were Tozet, 2nd defend
aggressively:

In a nuishedl, erities allege insurers delay by declaring & claim s “wn-
der investigation™ — a process that can drag on indelinitely, even theugh
under Michigan law an insuemce contpany must make a decision un
wheller o nat te pay a claim within 30 days after teceiving rersonable
proofof a loas,

Alter the investigation, they say, insurers issue wholesale denials ol
chitirmg, thet defend their denials in coart, figuring many costomers do not
have the tesoorees W litigate, While the insuranee companies do lose or
setile numerous conrt ez, like Kalisz's, the stealegy nukes money ovarall
because few people chatlenge an inswrer’s denial of claims in eouet.

Why would an indusizy that's all about enstomer serviee treat its eus-
tamers Hiis way? Sodustry erities assert that with the corrent stroctere of
Michigan taw, and given certain anomilics applicuble ealy te the insuranoe
industry, the logic of the sirategy starts to come together:

+ ITnder Mivhimn's randatory no-faul law, everyone whe owns a car
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+ Judgments against moto insurers in Michigan ace limited to the value of
the disputed claim. In mosl other states, there is a provision i allows the
cours e find insirers have acted in “bad faith® {i.e., they knawingly denjed
alegitimate diim) and to impose punitive demages as a result. Tnsurers in
Micligun arzon the ook for theic legal costs, but as far as judgments are
concemed, they can't be made to pay more than i they had just paid the
elairm in U ficst plage, 8eligan law does allow for panitive fnes e be
levied by Lhe slate inswrance commissioner ifthe official finds a compeny
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engaged in a paktern of bad faith practices, hut fines are linited b 52,500
et case and cannet be applied when only one case is involved. {However,
a judge con award avtorney fecs and inberest 10 Jawy {vins that sucecssfully
challenge o deniat of claims.)

+ Since 1975, nearly 26,000 catmstrophic Jdaims have been neported
Ui Michigan Catastroplic Claims Association, which reimburses no-favlt
ants ipsnres for Iereilts thel exeeed $500,000. Based on cutrent esti-
mates, 13,103 claims remain active, resulting in Retune Slktioe paynents in
excess of 574 bitlion, according to MCCA data. The fgure assumes inflating
cosls [or products, services, and accommodatiens necessary for Lhe care,
teenvety, and rehabilitation of injured peraosns throughont their lives. The
MCCA estimates thut an additional B30 drivers in Michigan will be cata-
strophically injured in auto accidents nest year.

« Insutance companies’ favorite customers are those that never filea



claim. A enslomer ean pay premiums to an insionce
ooy for his o her entire life, never recolve a benefit
in retumn, and be satisfied. By contrast, 2 driver might pay
premiums for 10 years, and then file # claim — only to
have it denied. The result is an often expensive ond
stressful legal challedgz. As for those diivers wha signa
release extitguishing all aftivir kegal rights following zn
aecident, the insurer collects 10 years of payments and
offers nothing in teturn.

Cruig 5. Romanzi, 2 pariner at Romanz] Atnip, says
the phencmenan is aided by the camplicated nature of
insurance products,

“l eannut think of a product that is more vormplicated
and comprehensive in what it does than an aute no-fault
policy,” Remanzi says. “You lave o health care policy
Built inta it. You have property damage built into it. You
have inesme replacerment built fnto it All kinds of things
nurebuilt inko it But at the time of the sale, you have nane
of that explained toyou. And | wonld say very few, ifany,
consumers understand the breadth and scope of the
henefits that are available, beceuse there is nio require-
ment for an explanation of what the policy is. You walk
in and say, This is my ear! They ask vou three questions,
and then they say, “This is vour premivm.'”

Adding to the mix and cost are the peatly 20 percent of drivers on the
road in Michigen wha lack insurance — wp from 12 peroent in 1989, accord-
ing to the Insurance Research Coupeil, an independent, norprofit tesearch
organization supported by leadiog property and cosualty insurance compa-
nies and associationg Thi: nclual cast of Michigant uninsored drivess is
picked up by other msurance programs or hospitals, which nltimately pass
along the rosts ta their costomers.

Jarnes Wathis, a Nevaida-baced sonsultant who is certified as an expert
witpess in ingnrance eases, and previously worked for Allstale Insueance Ca,
and State Farm dutual Automobile Insurencs Co., says e industry did not
always embrace these practices- It started, he says, afler major hursicane-
refared bosses put several insurers out ol business in the early 15905, prompi-
ing the industry to look for new ways tn enhance profils.

Thar's wien Mathis says top insurers sought the achier of bwo majer con-
sulting firms — MeKinsey Group and Accenture {formerly part of Arthur
Andersen) — on how to oot costs and improve their profit marging,

“What they wanted them to do was go over and review their operntions
and elzions, and give them anoutine and guidanes on how ke inermse prodits
in Lhe dlaims department” Mathis says. “Of eourse, there are multiple de-
pertments it an insuranee eompany, buk the daims department has always
been the department that spent the money. They paid the claims. That's the
business of insurance.”

Soifa departimient’s entire prrrose was to spend money, how could it wdd
ta profits? Given the marnbers the indvstry started with, it wouldn't be ensy
Currently, insurers poy, on merage, 65 conts per premium dollar on claims
{nith expenses of 30 percent}. “The overall yatio in the easly "Wos was cosla of
10+ cents per premiwm dolkar, soifit hadn't been for their ivastmenl strate-
gies, they would have been lesing money; Mathis says,

In other wonds, with the average claim occurring between three Lo seven
years after the issuance of the poliey, the insurers had to wisely fnvimst the
premiem dollacs they sollected Iy advance of paying any daims.

According to the dociumenes Allstate released afoer years of refusing to do
s — the samie ones cited by Mathis — MeFineey recommmended a strategy
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through which the insurer would avoid paving elaims wherever passible,
Armed with resources to outlast frustrated policvholders, the strategy was
s1id o oifer a path 1o grimter profitabi¥ity, cven if some sustormers sueeess-
fully ttigated 1o get their claims paid.

“The initiatives were very subtle,” Mathis says. “The basic philosaphy
was the three Ds in the hendling of daims — delay, deny, defend, But there
is also what b eall nvisible barriers ko fair claim hand¥ng, and these are the
incremental and almost insignificont dollar savings, or even less than a dol-
lar snvings, on o large pumber of claims.”

As an example, Mathis cites a situation in which a fevnale ancident victin
requires an X-ray. Any women who is potentially pregnant {admittedly
having had sex with » man after her last period) must have 4 pregnancy tos
before X-rays arce taken as a safety precaution. But becanse an anio ascident
vhwiously does nat cawse pregnancy, Mathis says, the Insurers started refus-
ing ta pay for the Lesls.

“Polentially pregnant females represent oecupancy in about 30 percent
of all zeridents” hMathis smys. “Fou're talking nbout a $272 test, s iFs not a
signilicent cost faclor in an Individual accident. And yed the risk is hugs, if
itsnot done. Would you give up the life o one child 50 you didn't have to pay
F220n an accident? Well, ne. But the insurunee company las decided its an
ellardable risk, sc they don't pay it. When you start mltiplyingout the cost
factar, 30 percent of 15,000 clims 8t $22 gach (per day), you're talking
about a huge nurmber ($36.1 million ennually for ene tnsurer)”

Far individuals eanght in the middle while an insurer investigates or
questions a claim, the result can be tienllis of woeven care, Health care
provilers are asked bo aeoept the risk of not getting poid while a claimant
waits for an insurer’s decision; some providers are willing ta aceept the
tisk, but many others are not.

That becomes an especially big problem for a person like Larry Dodson,
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whose injurtes were 36 serious that he i in need of constant care,

Dodson, & Vieglnia native who came to Michigan 2 decade ago secking
employment oppottunitics, was working ns o tow-track operator when, one
day in: 2008, he was undemneath A disubled vehicle preparing to eonnest it
to hik tov truck. Unfortunately, the vehicle accidentally bounced out of the
ik hinges and foll on Dodsens head, legving him a paraplegie.

Dodson's subsequent battle for no-foult hemefits dealt with royrind issues
affecting his eligibitity for benefits, including the distinetion hotween whether
hewas Sleading” or “hitching,;” and whether he was using 2 “dling bed” truek.

"We had two insurance companies — State Farm and Progressive —
battling it cut, each saying they were not respensible” says Deborah John-
son, CEQ of Southfigld-based CarcParward, the attendant care company
that manages Dodsons care. *“When you have insurance companies bat-
ting over wha is golng to pay, basically nothing gets done, andd (reaching
amry type of settlement or deciston) can take yenrs®

And, in Dedson’s ense, it did. During that time, Johnson says, CareFor-
ward continued to manage Dogdsons e without knowing when, or if, it
wiuld be poid. When Dodson needed various forms of treatment, CareFor-
ward had ta find providers wio understood the risk of nonpayment, which
often eliminated the better-qualified providers.

[t wag ultimately decided that Progressive was responsible for Diodson's
care, and while Progressive did eventually poy his henebis, Johnson says the
payment was delayed far months while Progressive declnred the case “under
imvestigation.” In the mesntime, Dodson’ conditon deteriorated to the point
where, today, he is wheolchair-bound.

Progressive spokeswoman Leah Knapp declined ta comment or Dodson'’s
case. "What 1 can tell you is that our goal & to settle all dlaims quickly, accu-
rately, and fairly,’ Knepp soys. “In some instances, when complex claime are
overleid with intricate state Jaws, it takes tinee”

Peter Kuhoimuench, executive director of the [Insyrnes Industry of Mich-
igan io Langing, dispuies the notion that deloys and disameeements equate Lo
insorer wrongdoing. They are, he says, the nature of conteact rlativnships.

“There will k¢ circumstapees, obwviowsly, where somebody’s not happy
with the results of their elaim,” Envhomuench soys. Whet's more, he em-
phasizes that the industry must Jook at claims carefully in a system that

canfers unlimited lifetime benefits.

While Evhnmunench and others in the inswrance industry poiot to
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Michigan's unlimited no-faull henefits as a sig-
nificant burden on insurers, the liabilivy ol insur-
ers s setnally capped.

‘The statute that encated Michizan's no-fiult sys-
tem in 1973 also mardated the creation of & private
nenprofit reinswrer, the Michigan Catastrophic
Claims Associntion. When an insurers Lability to a
daitmant reaches & cettain point — 500,000, un-
der state law — MOCA reimburses 100 pereent of
any futere payosls.

WOCA, whose boarl eonsists of represeniatives
from AddA, Anto Owners Insurante, Progressive,
State Farm, and Farmers Tinsurance, obtaing reve-
e from two sources: a slate-mandated agsess-
ment on every insered driver [cursenily 5145 per
year) and investment income.

Triring fircal year 2010, MIOCA says it puid ot
$516 million in claim reimbursemenis on 1,348
enses, while tking in 827 million in assessment
income and $526.5 million in inveslment income.

Crities of MCCA point 1o ils asset reserve of
$12.9 billion and question whether some of that
manny should be rebarred 1o Laxpayers, or sheokd
beused to reduce auba ingrance premivmms, as it was it 1996, when MCCA
returned $1.2 hillion from the reserve to policvholders falloving pressune
from the Michigan Legislature and then-Gox, John Engler.

But MCTA officials say the purpose of ihe reserve fund s to keep assets
on band so that, if s change in the law were (o terminate MO As assessment
and shut it off Fom responsibility for &any new claimants, it woold have the
tersalees ko pay tifetime betefils for its exisling vlnimanis.

“We're not a pay-as-you-go system,” says Gloria Freeland, MOCA evacu-
tive direcior. “What we've coltected (from ingured drivers) is what — if MOCA
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wrre sholished tomorrow — should be sullicieat 1o pay all the citront claims
that we have.” Aeeording bo its actuarinl estimates, MCCA officials say they
ate currently 51.6 hillion short of the money needed to da this.

But is MCCA required to matnlain a tesenre fund that conld pay the lile-
tine clains of all mdsting clatmants?

State Rep. Ellen Lipton { D-Huntington Woceds), s memther of the Fause
Insurnece Committes, says the MOCCA may well have the discretion to main-
tain such a large reserves fiand, nod she recognizes the benelits of suelya prae-
tioe for clatmanis and e MCCAS investing power, but fhere is no state siat-
uke that cevpaines {t bo da so.

“There's nothing in 2104 (e statute that eremiles and govems the MOCA)
that says this is what they must do, or this is what their ohligatons might be
in Lhe event of n dissolution or if they cenze to oxist,” Lipton so=.

Some plaintif attormeys say MCCA plays a mole in the deley or denial of
bencfits by insurers, te tue debirwens of clalmants. Thiz sems from the 2009
outcame of litigiion between MOCA 2nd the insurer USFEG, wlich agreed
to a sellement with a cluimant and then sought BOCA reimbursements
when the cosis of the settlement exceeded the eaps at the time
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MOCA believed that USF&(G unreasonably agreed to the
terms of the settlemyent, and refosed ceimbursernent. When
the court ruled that MCCA did not have the authority 1o
refuse reimbursement because it dissgreed with an insurers
adjustment practices, MOCA issued & daim bulletin in-
farming insurors that it would demand the right to give
price approvil to setlerverds thet may ultimalely require
MOCA reimbursements.

“Whea the carrier reepgnizes o claim ia likely to involve
M{OCA at sorwe point in the future, ithas a duty to report that
claion 1o the MOCA," says Joseph Epstein, corporate sonnsel
for MCCA. “And any time there's 5 material development
sebsequent to the claim arising in the first plaoe, the carrier
has to advise the MCCA of that development.”

Arcording to Mare Lipten, a Southfield-based personal
injuty attorney who specializes in anto no-faull cises {and is
the busband of Ellen Lipton], insnraswse adfusters exercise
extrente caution ba avoid a mbuke from MCCA

“IFyou're an adjuster on a claim, you have no incentive to
resolve a claim short of litigation,” he says. “An adjuster who's
handling more than 100 files is overwodhed, end the adjuster
can't de anything withoul the MCOCAS blessing”

But MCCA executive director Frecland belioves the orga-
nizations new palicy actually kas the opposite effect, berouse
adiusters who check with MICCA in advanoe know what kind
of leevey they hine,

“If amything, this practfee is the safeguard for the compa-
0y’ Freeland says. “Becanse now, instead of nuaking the pay-
ment, they're reaching out angd pering thal pre-approval,
and they know immediately that they're getting that reim-
bursemnent. Theres nothing ek to question”

Romanzi sayx the requirement canses snags in: the pro-
oegs, cititg the eample of Henry Teless, of Clintan Township.

In July 2005, Telesz, then 47, was going throogh an in-
tersection in Roseville when another deiver mn a red light
and T-boned his car. Minutes later, o witoess on the scene found Telesz
hloody and unresponsive, and called 511. Hoseville einergrmwy responders
used the *Jaws of Life” equipment 1o vemove Telesz from his car.

Telear’s injurics affected his brain, ribs, lungs, 2orta, spleen, spine, and
diaphragm, among other areas, His medical expenses aad Ioss of wages
were well in excess o $100,000. Released from the hospital after a month,
Tiles: began lollowing an intense rehabilitalion regirmen ordered by his
primary care physician, Dr. Erwin Feldman.

Telesz filed a claim with Titan, which procesdod o pay no-fault benefits
including medical expenses and loss-of-wage benefits, although he says
they were less than 10 percent of what he had been earning. But in 2010,
after ordering Telesz to soe two of Uieir own physicions — one of whom
declared him fit for “retuen to work efforts,” while the other wanted 10 soe
maore information — Titan cut off Telesz s benefits with respect 1o his spinal
injuries, a5 well as his Joss-of-wapn: bmefits.

“In Henry’ situatinn, his no-fault benefits were approaciting the eup, so
the insurance company, Titan, indicated they wens unable to cesalve his
case with MOCA approval” Romanzi says. *Hewoey his an sortic steat, and
you have to have a theracic CT performed every sic months to make sure
the stent is not hecoming «islodged. ‘This type of preventive measure is
<lencly refnted to the aceident, But the insurance company has tenninated
#ll cfhisbenefils”

[n responss, Teles hired Bamanz Atnip toproceed with litigation against
Titan. Myzanlime, Telesz lost his trailer, and many of his bills went mnpsid, He
ia still receivimg medical breatment, bat his doclars are not getting paid —
and will nol, unless Telesz is able towin the resumption of his benefits.

Telesz says Titan hired a doctor lo conduct an “independent medical
examination,” but he wasn't imprassed.

“They lecked at me,” Tulesz says. “They told the insuranee sompany T
was fit, fine — but 1 wasn't, Their doetors offices are spic-und-span and
clean, and dor’t even dook like they're used. They didn't examine me. They
tadked to yae more than they examined me. They didy't give e a physical
examination. They didn't take any X-rws”

Acrsrding t Steven M, Gursten of Farmington Hills-based dichigan
Aulo Law, be also sees a pattern whierne insirers regulnry send daimants to
"aut-off doctors” wha are padd by Lhe insurers, and understand their job is
to eome up with justilicotions for ending benefits,

“The public would be shocked if they knew of Lhe industry that exists in
Michigan, of doctors who make enormious anwounts of moncy culting people
off left and right,” Gursiten: swys. “A ot of these doctors don't practies ony-
muore. They don't trend people anymore. And they're making vast arcunts of
mancy doing 15-minte examinations and then writing reports saying pos-
ple din't nved bepefits”

T whatever extent Gursten’s cliarge may he ncournie, there appears to be
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little that reguletors can do about it short of making chapges in the law. Teri
Mogante, senior deputy commissioner of Michigar's Office of Financial and
Instrance Regulation, says disagreements among docters are cornmon.

“If we naticed a pacticelar company had an extrasrdinany nuraber of
complaints like this, wo definitely could go in and do 2 market conduet 2xam
and look for a pattern of this sortaf thing” Matanle snys. “I don't know that
this has ever been done because & lot of these are just individua? situations

Indeed, OFTR can only do what Micigan law erpowars it to do, and in-
sutance statntes permit regulatars ba take action ooly if they can show &
pottern of questionable conduct on the part of an insuver, Tt cannot act
egalnst an insurer based on an individun] ense,

Whats more, Morante notes, out of more than 700,000 persanal infery
<laims filed with no-Glt aute insurers in Michigan in 2010, just over 700
resulted in complaints to OFIR — less than one-tenth of 1 percent. That
oumher makes her skeptical of plaintiff attomey complaints about “delay,
deny, and defend”

"I do not see delay, deny, dofend a5 4 preciGee that is happening in Ore
industry!” Moranke: says.

On the other hand, plaintiff atomeys note that most accident victims
complain direclly to insurnnce companies, not the OF1R, They may not
know the OFTR exists, or that the arganization even handles complaints.

Michigan insurance statutes require insorers to pay leghdminte claims
within 3¢ days, and impose interest penalties ors insurers wha don'teomply.
Eut the state’s no-fealt lew offers few specific definitions of what comstitates
a legitimate datm, and OFIR regulators have little power o act when claim-
ants and insurers disagree over the Yogitimaey of a claim.

“There’s nothing in the code that says you have to pay for this, this, and
this;” Mavanbe siys, "Every situation is fact-dependent, 5o reasonable people
can disagree on facts of a given situation, Regordless of wlat you might
think of  doctor that a company might send somebady 10, doctors disagree,
and itk guing to happen, We have the highest level ofbenefits in the cauntry,
50 it shouldn't surprise anyanc that there are going to be disagreements.
Bt It's & cotitract between the individual and the instrance company. S
{the insnrers} have to behave in & certain way, buk the low doesi’t tell them
what they have to pay for”

As a resull, disputes between dafmants and insurers inevitochly end wp in
litgation. Accarding to plaintiff attorneys, this is where Michfgan b stacks
the deck in favor of the insurers. Bacauwsy Michigan Inw does not muake s
provision for punitive damages tora finding ofbad faith" by insumies com-
panies, insurers wha lose in court only hove [0 pay the value of the orginal
claim plus interest (and, likely, atlomey fees).

"What we've had here is an explasion of litigntivn foroed by the insurance
companics by these vholesale denial of daims — foreing peopbe into court”
Romanzi says. "Insurance companies look at things at a very high lovel. sy
one claim dorsn't metler to them. They koow a certain number of people
will just ive up. They know others will dop their deim. Its diculous how
they ars ireated.”

In 2008 Lipton attempted 10 introduee reforms to the statel no-fault
system that weuld have givens OFIR regulators mote power g intervens.

“You huve 1o prove bad feith, and then Uiere are enhanced damages —
the theory being that ifthe infurance company is going o bove to pay more
for actiog in bad fdth, then they non't”

Lipton rought to act on recomemendations offered by Butely Hollowel?,
who was serving at the Gme as the state’s ayiamobile and home insucance
corsumer advorate. But her bill died in thi: Michignn Senate, znd she
Jittle interest in reviving such ceforms at present.

"Today, legislators ave ennsidering a number of reforms to na-foult, some
oiwhich would allow consumers to by lower levels of eoverage in exchange
for Yower premiums, Ome proposal of personal injury protect, or PIF, would
offer 2 tiered system it which thi vt bl of covernge would be £50,000.
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Attomey Gursten sees the measures a5 o monecy grab by auto insurers,
In a recent study by Anderson Ecanamic Group in Lansiog, the proposed
changes, if enacted, would mean “the auto inenrancs industry in Michi-
gan stands (o pay out between 591 million and $109 million less in daims
ench year®

Gursten fears such an option may enlice many consumers 1o aovept the
tower levels of coverage, not understanding that a eatostrophic secident
would Lilely lead to medical bills welt in exesss of such a number. He hopes
the Legislature will Jook to regulntory tweaks that can maintain unlmwited
lifetime Leneflis while controlling costs and prolecting consumers from
arbitrary dental.

“1Eyouhave the misfiortune of being catastrophically injured, [ hate bo sxy
it, but the state where you want that ta happen is Michizan, because Michi-
gan has unlimited medical,” Gursten says. “What thot means for those with
catastrophic spinal card infuries aud traumatic brain injurics is that they
receiv: o much kigher leve] of medical care thon stabes without ng-fult,

"5, yes, there are 4ons-of gemes, and {some) peaple ane treated terribly by
insurance cornpanies. But that still docsn't mean tive altimative — which is
not haviog no-fault, orbeingin a state like Flotida, where because no-faul:
doesn't exist people get pushed te Medicaid and receive terrible medical
treatment — waukl be better” db



