On Law

October 2009

A M o nt hl y P ub l i ca t i on
from CMDA

Do You Have Appropriate

Motor Vehicle Coverage?

S

i nce 1 97 2 Mi c higa n ha s oper ated
under a No-Fault law for accidents that
occur involving the use, operation or maintenance of a motor vehicle. This article explains
the No-Fault law, along with some tips to ensure you have appropriate motor vehicle coverage.
Robert L. Blamer

When you purchase automobile insurance
you obtain certain minimum, standard coverages. If you do not
buy motor vehicle insurance for a vehicle you own and are injured
while driving that vehicle, you do not have any rights to No-Fault
benefits, nor rights against a negligent driver. Although automobile insurance is mandatory, it is estimated that as many as 30%
of the drivers on today’s roads are driving without insurance.
No-Fault benefits cover three main areas of economic loss:
• medical expenses that are reasonable, related to the
accident and necessary for your care and rehabilitation treatment for the rest of your life;
• a certain percentage of your wage loss for three years
up to a maximum dollar amount; and
• household services for things you used to do around the
home but can no longer do because of the accident. Household
services are limited to $20 per day for a maximum of three years.
If another driver is negligent and you sustain injury as a result
of that negligence, you may have other rights against that driver
for your pain and suffering and other non-economic loss if your
injury is serious enough. In the event of a death there may also
be survivors’ benefits.
Keep reading for an explanation of three important motor vehicle coverages.
Li a bi l i ty Pr otec ti on
Liability protection is the amount you are insured in the event
you get sued for causing injury to another person. The minimum
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coverage automatically included in your policy is referred to as
a 20/40 policy, meaning insurance coverage is for $20,000 per
injured person and $40,000 per accident total. This amount is
certainly not sufficient should you become liable to someone who
has sustained life long injuries or is disabled for more than three
years. Coverage can be increased from 20/40 to 100/300 ($100,000
per injured person and $300,000 per accident total) with very
little adjustment to your premium, around $20 per year.
If you do not have the following two coverages, you need to get
them. If your insurance company does not offer these coverages,
switch companies. It is that important.
Uni ns ur ed Motor i s t Cover a ge
The first type of coverage is uninsured motorist (UM) coverage.
If you get struck by an uninsured motorist, you might not be able
to recover any money for your injuries from the uninsured motorist, even if s/he is entirely at fault. UM coverage would step in
to cover your pain and suffering and non-economic loss to the
extent of the policy limits. Keep in mind you can only get uninsured motorist coverage to the extent of your liability coverage.
This is another reason why increasing from a 20/40 policy to a
higher policy is important.
Under i ns ur ed Motor i s t Cover a ge
Underinsured motorist coverage is fairly new to Michigan, but
is a valuable coverage that is crucial for your protection. If a
driver is negligent and causes you or someone in your car serious injury, your underinsured motorist coverage steps in to make
up the difference between what is ava ilable on the negligent
driver ’s policy and the amount of your coverage. For example, if
you have $100,000 underinsured motorist coverage and are seriously injured by a negligent driver who has a 20/40 minimum,
once the negl igent dr iver ’s i nsurance company pays you the
$20,000, you now have under your own policy an additional
$80,000 of coverage.
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Michigan Economic Changes in 2009

T

hr ough the economic downturn that
we are experiencing in Michigan there
have been significant legal and tax changes,
which impact all of us individually and as
business owners. This article, which concentrates on changes the State of Michigan
has made, is the second in a four-part series on the legal and tax changes that have
Christopher Schultz
occurred in 2009.
Loa n Modi fi c a ti on on Mor tga ges . Homeowners threatened by foreclosure on their principal residence now have some
assistance in getting loan modification agreements with their
lenders. Under new Michigan law, prior to the commencement
of a mortgage foreclosure by a dvertisement for property located in Michigan, the lender must send a notice to the homeowner designating a contact person and the availability of loan
modification agreements. If the homeowner or their representative contacts the lender within 14 days, the homeowner will
have 90 days to negotiate a loan modification.
The standard for eligibility for loan modifications is that your
housing expense (principal, interest and taxes) must exceed
38% of your gross monthly income. If this standard is met, the
lender must make a loan modification to decrease the housing
expenses below 38%.

associated with the Michigan Tax Tribunal have all increased.
The typical cost increase is from a $50 filing fee to $250 filing
fee, or more, depending on the amount in controversy.
Sta te Tr a ns fer Ta x on Rea l Es ta te Tr a ns a c ti ons . Michigan has also imposed a state transfer tax on transactions that
were previously exempt from the state transfer tax on real estate transactions. The change has a retroactive effective date
of January 1, 2007. Prior to the Amendment, owners of real
estate were taxed on the transfer of their interest in the real
estate. The tax was not applicable to the transfer of an interest
in a business, company or trust that owned the real estate
because the actual ownership of the real estate remained in
that business, company or trust. Under the new law, if 90% of
the Fair Market Value of any business entity or trust consists of
real estate and the owner transferred 80% or more of his, her or
its interest in that entity, then the state transfer tax is applicable on the transfer. The state transfer tax on sales of real
estate is imposed at the rate of $7.50 per $1,000 of value. The
change in the state law does not have a similar amendment to
the county transfer tax.
I nc r ea s ed FUTA Pa yments . Due to the high unemployment
rate in Michigan, the State was notified that the employer paid
portion of the Federal Unempl oyment Tax Act (FUTA) has increased from .8% to 1.1% in 2009 and 1.4% in 2010. This is a
.3% increase each year for the employer.

Modification options include:
• lowering the interest rate to as low as 3%,
• increasing the term of the loan to up to 40 years,
• waiving part of the principal owed,
• waiving fees and
• adding a balloon payment to the end of the loan

Clean Ener gy Fundi ng. The State is offering financial assistance
to small manufacturing companies to diversify into clean energy
and invest in renewable energy systems. Funding is provided in
part by the funds received from the federal stimulus dollars.

I nc r ea s ed Fees . In Michigan, several measures have been
taken to increase state revenues or reduce the cost of operating. One change is an increase in the filing fees with the Michigan Tax Tribunal, which is where most property tax assessments
are ultimately heard. The filing fees, motion fees and other fees

Christopher Schultz is a Partner in our Livonia office where he
concentrates his practice on Corporate and Business Law, Wills,
Trusts and Estate Planning, Mergers and Acquisitions and Real
Estate, Land Use and Zoning. He can be reached by calling
(734) 261-2400 or via e-mail at cschultz@cmda-law.com.
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Do You Have Appropriate Motor Vehicle Coverage? (cont.)
There are some steps you must go through to be eligible for
payment under the underinsured coverage, so be careful and
c onsul t an attor ney i f you think thi s wil l be a n i ss ue.
Underinsured motorist coverage is often written into the policy
as part of the uninsured protection.
The minimal cost to obtain additional liability protection, uninsured and undersinsured motorist coverage can be the most
valuable investment when you are insuring your vehicles. It is
especially important to have this protection in today’s tough
economy because of the number of people with li ttle or no
automobile insurance.

2 In my practice,I principally represent injured persons and it is

very upsetting when a client is seriously injured and didn’t
spend the extra $20 per year to prevent economic disaster.
Please take a look at your policy, call your agent and get the
appropriate protection. I would be happy to answer any questions you may have regarding this issue.
Robert L. Bl a mer

Robert L. Blamer, a partner in the Livonia office, is the head of the
plaintiffs personal injury practice area. He focuses his practice
on helping injured people in many types of negligence actions,
workers compensation and in social security disability claims.
He can be reached by calling (734) 261-2400 or via e-mail at
rblamer@cmda-law.com.
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Red Flags Rule Imposed
Upon Businesses by the FTC

B

ecause of recent escalation in the crime
of identity theft, the Federal Trade Commission (FTC) has issued the Red Flags Rule.
The Rule is an anti-fraud protection, requiring creditors and financial institutions with
covered ac counts to implement programs
to identify, detect and respond to the warning signs (or red flags) of identity theft. FiGerald C. Davis
nancial regulatory agencies, including the
FTC, developed the Rule, which is required by the Fair and Adequate Credit Transactions Act of 2003 (FACTA).
The rule defines “creditor ” as any entity that regularly extends
or renews credit, or arranges for others to do so and includes
all entities that regularly permit deferred payments for goods
or services. While accepting credit cards as a form of payment
does not by itself make an entity a creditor, a “financial institution” can be any entity that offers accounts that enable consumers to write checks or make payments to third par ties
through other means, such as negotiable instruments or telephone transfers.
The FTC will begin enforcing the Red Flags Rule November 1,
2009 against all businesses that may fall within the definition
of “creditor.” This includes utilities, healthcare providers, lawyers, accountants and other professionals, telecommunications companies, insurance agencies, professional employer
organizations, and staffing companies. The sweeping definition of “creditor ” covers any entity that accumulates confidential information in a form which is subject to identity theft by
the extension of credit, any institution that acquires confidential consumer data, such as social security numbers, addresses,
phone numbers, assets, claims experience and health data, or
does claims processing, and any business that regularly participates in the decision to extend, renew or continue credit,
including setting the terms of credit. Nearly every business
and profession accepts deferred payment, or extends credit, in
the sale of its goods and services.
The most important consideration is the existence of “covered
accounts” and whether consumer accounts exist that permit
multiple payments or transactions, or any other accounts for
which there is a reasonably foreseeable risk of identity theft. If
you have a covered account, you must develop and implement
a written program to detect and respond to the red flags of
identity theft, taking into consideration the nature of your business and the risks you face, and then update the program periodically. If you do not have any covered accounts, you do not
need a written program, but you still need to conduct periodic
risk assessments to determine if you have acquired any covered accounts through changes in your business.
The Red Flags Rule applies to governmental agencies and non-

profit organizations, to municipalities, cities, counties and other
units of government that accept payments from consumers on
a deferred basis. Every business, commercial, fi nancial or
governmental entity must develop an identity theft prevention
program, even if they have already c omplied with the data
security requirements under other statutes or regulations, like
the Health Insurance Portability and Accountability Act (HIPAA)
or the Gramm-Leach-Bliley Act.
There simply is no shortcut or prototype for developing a program for compliance with the Red Flags Rule. Each business,
commercial and governmental entity is unique and requires a
mechanism to identify the relevant red flags that apply to its
business. The organization must then set up procedures to
detect those red flags in each business’s day-to-day operations. The program should identify the appropriate response
to each red flag.
Some of the red flags are:
• alert notifications and warnings from a credit reporting company.
• suspicious documents.
• suspicious personal identifying information.
• suspicious account activity
• notice from other sources, including telephone calls
or other requests to obtain information by telephone, telefax or
other response about a business’s customers.
Furthermore, each business must consider the vulnerability of
its computer system to infiltration from the outside. A business must also consider the legitimacy of use and security of
any source of a business’s confidential information. For example, many businesses ask for social security numbers for
all consumers a nd customers as a means of i dentification,
even though the full eight digit number is not required and
recent legislation has provided a mechanism to satisfy such
requests in the disclosure of that type of information.
The fines for noncompliance are heavy. The FTC can seek monetary civil penalties, up to $ 3,500.00 as the maximum civil
penalty per violation. Each instance in which the company has
violated the Rule is treated as a separate violation.
Implementation of the program requires some thought about
each business’s access to such information, identifying the
potential risk of intentional or inadvertent disclosure, and formulating a process for each means of disclosure which will
prevent such disclosure to avoid identity theft.
Gera l d C. Da vi s

Gerald C. Davis is a partner i n our Livonia offic e where he
concentrates his practice on Transactional Law, Business Law,
Commercial Law, Securities Law, Litigation and Administrative
law. He can be reached by calling (734) 261-2400 or via e-mail
at gdavis@cmda-law.com.
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Office Locations
Li voni a

33900 School cra ft Roa d
Li voni a , MI 48150
Tel ephone: 734.261.2400
Fa cs i mi l e: 734.261.4510

CALIFORNIA
Ri ver s i de

GHANA

3801 Uni vers i ty Avenue
Sui te 560
Ri vers i de, CA 92501
Tel ephone: 951.276.4420
Fa cs i mi l e: 951.276.4405

Ac c r a , Gha na

P.O. Box 12556
Accra , Gha na
Tel ephone: +223-21-224260
Facs imi le: +233-21-232262

Gr a nd Ra pi ds

2851 Cha rl evoi x Dri ve, S.E.
Sui te 327
Gra nd Ra pi ds , MI 49546
Tel ephone: 616.975.7470
Fa cs i mi l e: 616.975.7471

Ster l i ng Hei ghts

43409 Schoenherr Roa d
Sterl i ng Hei ghts , MI
48313
Tel ephone: 586.731.5000
Fa cs i mi l e: 586.803.1034

Tr a ver s e Ci ty

125 Pa rk Street
Sui te 415
Tra vers e Ci ty, MI 49684
Tel ephone: 231.922.1888
Fa cs i mi l e: 231.922.9888
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