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SUMMARY

The Michigan Court of Appeals affirmed an order awarding Spectrum Health Hospitals and related
plaintiffs unpaid no-fault medical benefits, penalty interest, and attorney fees against Auto-Owners
Insurance Company. The court held that Auto-Owners unreasonably delayed payment while
investigating the injured person's insurance coverage and that the circuit court retained subject-matter
jurisdiction based on the amount in controversy alleged in the pleadings. The opinion is unpublished.
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DISPOSITION affirmed

PROCEDURAL POSTURE Defendant appealed by right from the circuit court's order granting
plaintiffs summary disposition under MCR 2.116(C)(10), awarding
penalty interest and attorney fees, and entering judgment for plaintiffs.

STANDARD OF REVIEW Summary disposition under MCR 2.116(C)(10) and statutory
interpretation are reviewed de novo. Subject-matter-jurisdiction
questions are reviewed de novo. Underlying factual findings
supporting attorney fees are reviewed for clear error, legal questions
are reviewed de novo, and the ultimate attorney-fee decision is
reviewed for abuse of discretion.

PRECEDENTIAL VALUE unpublished and nonprecedential
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QUESTIONS PRESENTED

1. Whether the circuit court properly awarded attorney fees under MCL 500.3148(1) after finding that
Auto-Owners unreasonably delayed payment of no-fault benefits.

2. Whether the circuit court had subject-matter jurisdiction when plaintiffs initially pleaded damages
exceeding $25,000 but payments made during the litigation reduced the remaining amount below the
circuit court's jurisdictional threshold.

HOLDINGS

1. An insurer's payments are overdue when not made within 30 days after the insurer receives reasonable
proof of the fact and amount of loss, and an insurer's continued investigation into eligibility after
receiving such proof does not provide additional time to avoid attorney fees. Because Auto-Owners's
payments were overdue and its delay was not justified by a legitimate factual uncertainty, the award of
attorney fees was proper.

2. Subject-matter jurisdiction is determined by the amount in controversy alleged in the pleadings,
excluding fees, costs, and interest, absent bad faith. Payments made after filing do not retroactively
eliminate circuit-court jurisdiction when the original claim was pleaded in good faith and exceeded
$25,000.

KEY QUOTATIONS

“insurers “must pay PIP benefits to claimants promptly and sort out priority and reimbursement issues
later.”” (3)

“an insurer taking extra time for investigation after receiving reasonable proof of eligibility is unreasonable.”
(5)

“the amount in controversy for purposes of a subject-matter jurisdiction inquiry should be determined by the
pleadings, without including fees, costs, and interest.” (7)

FACTUAL BACKGROUND

Aaron Brown was injured in a May 14, 2023 motorcycle collision and received treatment from plaintiffs at a
Spectrum Health hospital. Brown's motorcycle was insured by Progressive, while Auto-Owners insured the other
vehicle involved in the accident; Progressive confirmed that Brown had an active policy, although Auto-Owners
continued investigating and delayed payment of plaintiffs' submitted medical bills. Plaintiffs sued for



$76,796.33, and Auto-Owners later made payments after receiving policy documents, but the circuit court found
the payments overdue and the delay unreasonable, awarding penalty interest and attorney fees.

PROCEDURAL HISTORY

Plaintiffs sued Auto-Owners in the Kent Circuit Court to recover unpaid no-fault medical benefits. The circuit
court denied Auto-Owners's subject-matter-jurisdiction challenge, granted plaintiffs summary disposition,
awarded penalty interest and attorney fees, and entered judgment totaling $20,246.94. The circuit court denied
reconsideration, and Auto-Owners appealed by right.

DISPOSITION

affirmed
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