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By Mr. Foley, a petition (accompanied by bill, Senate, No. 564) of

Daniel J. Foley and Raymond M. LaFontalne for legislation to provide
for competitive rates for motor vehicle insurance. Insurance.
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In the Year One Thousand Nine Hundred and Seventy-Six.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 Section 1. Title of Chapter This chapter shall be known
2 and cited as the Motor Vehicle Insurance Rate Regulatory
3 Law.
1 Section 2. Purpose The purposes of this chapter are:
2 a. To promote the public welfare by regulating motor
3 vehicle insurance rates to the end that they shall not be exces-
-4 sive, inadequate or unfairly discriminatory;
5 b. To encourage, as the most effective way to produce rates
6 that conform to the standards of paragraph (a), independent
7 action by and reasonable price competition among insurers;
8 c. To authorize the existence of rating and advisory organi-
-9 zations and to forbid rate agreements among insurers;

10 d. To encourage rating procedures which will aid in loss
11 prevention;
12 e. To regulate the business of insurance in order to prevent
13 practices that tend to bring about monopoly or to lessen or
14 destroy competition.

1 Section 3. Scope of Chapter This chapter shall apply to
2 motor vehicle personal and property insurance, and to insur-
-3 ance against loss of or damage to motor vehicles, to motor
4 vehicle liability insurance issued under subdivision (b) of
5 clause sixth of section forty-seven of chapter one hundred
6 and seventy-five, and to motor vehicle liability policies or
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7 bonds, both as defined in section thirty-four A of chapter
8 ninety.

1 Section 4. Rating Organization Defined —ln this chapter
2 “rating organization” means every person other than an
3 admitted insurer, whether located within or outside this
4 commonwealth, who has as his object or purpose the making
5 of rates, rating plans or rating systems. Two or more admitted
6 insurers which act in concert for the purpose of making rates,
7 rating plans or rating systems, shall be deemed to be a rating
8 organization. No single insurer shall be deemed to be a rating
9 organization.

1 Section 5. Advisory Organization Defined —ln this chap-
-2 ter, “advisory organization” means every person, other than
3 an admitted insurer, whether located within or outside this
4 commonwealth, who prepares policy forms or makes under-
-5 writing rules, incident to, but not including the making of
6 rates, rating plans or rating systems, or which collects and
7 furnishes to admitted insurers or rating organizations loss or
8 expense statistics or other statistical information and data
9 and acts in an advisory, as distinguished from a rate making,

10 capacity. No duly authorized attorney at law acting in the
11 usual course of his profession shall be deemed to be an
12 advisory organization.

1 Section 6. Rate Standards — Rates shall not be excessive
2 or inadequate or unfairly discriminatory as herein defined.
3 a. No rates shall be held to be excessive unless
4 (1) such rate is unreasonably high for the insurance pro-
-5 vided and
6 (2) a reasonable degree of competition does not exist in
7 the area with respect to the classification to which such rate
8 is applicable.
9 b. No rate shall be held to be inadequate unless

10 (1) such rate is unreasonably low for the insurance pro-
-11 vided and
12 (2) the continued use of such rate endangers the solvency
13 of the insurer using the same, or unless
14 (3) such rate is unreasonably low for the insurance pro-
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15 vided and the use of such rate by the insurer using the same
16 has, or if continued will have, the effect of destroying com-
-17 petition or creating a monopoly.
18 c. One rate is unfairly discriminatory in relation to another
19 in the same class if it clearly fails to reflect equitably the
20 differences in expected loss and expenses. Rates are not
21 unfairly discriminatory because different premiums result for
22 policyholders with like loss exposures, but different expense
23 factors, or like expense factors, but different loss exposures,
24 so long as the rates reflect the differences with reasonable
25 accuracy. Rates are not unfairly discriminatory if they are
26 averaged broadly among persons insured under a group,
27 franchise or blanket policy.

1 Section 7. Rate Methods —ln determining whether rates
2 comply with the standards of this chapter, the following
3 criteria shall be applied;

4 1. Consideration shall be given to past and prospective
5 loss and expense experience within and outside of this
6 commonwealth, to catastrophe hazards and contingencies, to
7 trends within and outside of this commonwealth, to a reason-
-8 able margin for underwriting profit, and to all other factors,
9 including judgment factors, deemed relevant within and out-

10 side this commonwealth.
11 2. Risks may be grouped by classifications for the estab-
-12 lishment of rates and minimum premiums. Classification rates
13 may be modified to produce rates for individual risks in
14 accordance with rating plans which provide for recognition
15 of variations in hazards or expense provisions or both. Such
16 rating plans may include application of the judgment of the
17 insurer and may measure any differences among risks that
18 can be demonstrated to have a probable effect on losses or
19 expenses. Classifications or modifications of classifications of
20 risks by any insurer may be established based upon size,
21 expense, management, individual experience, location or
22 hazard, or any other reasonable consideration. Such classifi-
-23 cations and modifications shall apply to all risks under the
24 same or substantially the same circumstances.
25 3. Any rating plan for private passenger automobiles shall
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26 include ratable differences between risks based on the fre-
-27 quency of past paid claims.
28 4. Consideration may also be given to dividends, saving or
29 unabsorbed premium deposits allowed or returned by insurers
30 to their policyholders, members or subscribers.
31 5. The system of expense provisions included in the rates
32 for use by any insurer or group of insurers may differ from
33 those of other insurers or group of insurers to reflect the
34 operating methods of any such insurer.

1 Section 8. Insurers Authorized to Act in Concert Subject
2 to and in compliance with the provisions of this chapter
3 authorizing insurers to be members or subscribers of rating
4 or advisory organizations, two or more insurers may act in
5 concert with each other and with others with respect to any
6 matters pertaining to the making of rates or rating systems,
7 the preparation or making of insurance policy or bond forms,
8 underwriting rules, inspections and investigations, or other
9 information or data, or carrying on of research.

1 Section 9. Admitted Insurers with Common Ownership or
2 Management With respect to any matters pertaining to
3 the making of rates or rating systems, the preparation or
4 making of insurance policy or bond forms underwriting rules,
5 inspections and investigations, the furnishing of loss of
6 expense statistics or other information and data, or carrying
7 on of research, two or more admitted insurers having a com-
-8 mon ownership or operating in this commonwealth under a
9 common management or control, are hereby authorized to

10 act in concert between or among themselves the same as if
11 they constituted a single insurer.

1 Section 10. Use of Rates, Rating Systems, Underwriting
2 Rules, and Policy or Bond Forms of Rating Organizations
3 Agreements to Adhere Thereto Members and subscribers
4 of any rating or advisory organization may use the rates,
5 rating systems, underwriting rules or policy or bond forms
6 of such organization, either consistently or intermittently,
7 but, except as provided in section nine shall not agree with
8 each other or rating organizations or others to adhere thereto.
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9 The fact that two or more admitted insurers, whether or not
10 members or subscribers of a rating or advisory organization,
11 use, either consistently or intermittently, the rates or rating
12 systems made or adopted by a rating organization, or the
13 underwriting rules or policy or bond forms prepared by a
14 rating or advisory organization shall not be sufficient in itself
15 to support a finding that an agreement to so adhere exists,
16 and may be used only for the purpose of supplementing or
17 explaining direct evidence of the existence of any such agree-
-18 ment.

1 Section 11. Exchange of Information or Experience Data
2 Consultation with Rating Organizations and Insurers
3 Rating organizations and insurers are authorized to exchange
4 information and experience data with rating organizations
5 and insurers in this and other states and may consult with
6 them with respect to rate-making and the application of
7 rating systems.

1 Section 12. Rating organizations —No rating organization
2 shall conduct any operations in this commonwealth without
3 first filing with the commissioner a written application for
4 and securing a license to act as a rating organization. Any
5 rating organization may make application for and obtain a
6 license as a rating organization if it shall meet the require-
-7 ments set forth in this chapter. Every such rating organiza-
-8 tion shall file with its application (a) a copy of its constitu-
-9 tion, its articles of incorporation, agreement or association,

10 and of its by-laws, rules and regulations governing the con-
-11 duct of its business, (b) a list of its members and subscribers,
12 (c) the name and address of a resident of this commonwealth
13 upon whom notices or orders of the commissioner or process
14 affecting such rating organization may be served, and (d)
15 a statement of its qualifications as a rating organization.
16 The fee for filing an application for license as a rating
17 organization is twenty-five ($25), payable in advance to the
18 commissioner.

1 Section 13. Evidence Prerequisite to License —To obtain
2 and retain a license, a rating organization shall provide satis-
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3 factory evidence to the commissioner that it will:
4 (a) Permit any admitted insurer to become a member of
5 or a subscriber to such rating organization at a reasonable
6 cost and without discrimination, or withdraw therefrom.
7 (b) Neither have nor adopt any rule or exact any agree-
-8 ment, the effect of which would be to require any member or
9 subscriber, as a condition to membership or subscribership,

10 to adhere to its rates, rating plans, rating systems, under-
-11 writing rules or policy or bond forms.
12 (c) Neither adopt any rule nor exact any agreement, the
13 effect of which would be to prohibit or regulate the payment
14 of dividends, savings or unabsorbed premium deposits allowed
15 or returned by insurers to their policyholders, members or
16 subscribers.
17 (d) Neither practice nor sanction any plan or act of boycott,
18 coercion or intimidation.
19 (e) Neither enter into nor sanction any contract or act by
20 which any person is restrained from lawfully engaging in the
21 motor vehicle insurance business.
22 (f) Notify the commissioner promptly of every change in
23 its constitution, its articles of incorporation, agreement or
24 association, and of its by-laws, rules and regulations govem-
-25 ing the conduct of its business; its lists of members and sub-
-26 scribers; and the name and address of the resident of this
27 commonwealth designated by it upon whom notices or orders
28 of the commissioner or process affecting such organization
29 may be served.

1 Section 14. Examination of Application and Investigation
2 of Applicant Issuance of License The commissioner shall
3 examine each application for license to act as a rating organi-
-4 zation and the documents filed therewith and may make such
5 further investigation of the applicant, its affairs and its pro-
-6 posed plan of business as he deems desirable. The commissioner
7 shall issue the license applied for within sixty days of its
8 filing with him if, from such examination and investigation,
9 he is satisfied that:

10 (a) The business reputation of the applicant and its officers
11 is good;
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12 (b) The facilities of the applicant are adequate to enable
13 it to furnish the services it proposes to furnish; and
14 (c) The applicant and its proposed plan of operation con-
-15 form to the requirements of this chapter.
16 Otherwise, but only after hearing upon notice, the com-
-17 missioner shall, in writing, deny the application and notify the
18 applicant of his decision and his reasons therefore.

1 Section 15. Rules Governing Eligibility for Membership
2 Subject to the approval of the commissioner, licensed rating
3 organizations may make reasonable rules governing eligibility
4 for membership.

Section 16. Advisory Organizations No advisory organi-
zation shall conduct its operations in this commonwealth
unless and until it has filed with the commissioner (a) a copy
of its constitution, articles of incorporation, agreement or
association, and of its by-laws, or rules and regulations
governing its activities, all duly certified by the custodian of
the originals thereof, (b) a list of its members and subscribers,
and (c) the name and address of a resident of this common-
wealth upon whom notices or orders of the commissioner or
process may be served.

1
2
3
4
5
6
7
8
9

10
Every such advisory organization shall notify the com-

missioner promptly of every change in its constitution, its
articles of incorporation, agreement or association, and of its
by-laws, rules and regulations governing the conduct of its
business; its list of members and subscribers; and the name
and address of the resident of this commonwealth designated
by it upon whom notices or orders of the commissioner or
process affecting such organization may be served.

11
12
13
14
15
16
17
18

No such advisory organization shall engage in any unfair
or unreasonable practice with respect to such activities.

19
20

Section 17. Payment of Dividends not Prohibited1
(a) Nothing in this chapter shall be construed to prohibit

the payment of dividends, savings or unabsorbed premium
deposits allowed or returned by insurers to their policy-
holders, members and subscribers. A plan for the payment of

4
5
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6 dividends, savings or unabsorbed premium deposits allowed
7 or returned by insurers to their policyholders, members or
8 subscribers shall not be deemed a rating plan or system.
9 (b) Every mutual insurer issuing or executing motor

10 vehicle liability policies or bonds, both as defined in said sec-
-11 tion thirty-four A of chapter ninety, shall constitute such
12 policies or bonds as a separate class of business for the pur-
-13 pose of paying dividends. Any dividends on such policies or
14 bonds shall be declared on the profits of the company from
15 said class of business.

1 Section 18. Maintenance of Records Every insurer,
2 rating organization or advisory organization shall maintain
3 reasonable records, of the type and kind reasonably adapted
4 to its methods of operation, of its experience or the experience
5 of its members, of the data, statistics or information collected
6 or used by it in connection with the rates, rating plans, rating
7 systems, underwriting rules, policy or bond forms so that such
8 records will be available at all reasonable times to enable the
9 commissioner to determine whether every rate, rating plan

10 and rating system made or used by it, complies with the pro-
-11 visions of this chapter. The maintenance of such records in the
12 office of a licensed rating organization of which an insurer is
13 a member or subscriber will be sufficient compliance with
14 this section for any insurer maintaining membership or sub-
-15 scribership in such organization, to the extent that the insurer
16 uses the rates, rating plans, rating systems or underwriting
17 rules of such organization. Such records shall be maintained
18 in an office with this commonwealth or shall be made avail-
-19 able for examination or inspection within this commonwealth
20 by the commissioner at any time upon reasonable notice.

1 Section 19. Massachusetts Automobile Rating and Accident
2 Prevention Bureau The Massachusetts Automobile Rating
3 and Accident Prevention Bureau shall continue to operate as
4 a statistical agent on behalf of the insurance commissioner.
5 Statisics and information collected for use in connection with
6 motor vehicle rates, rating plans or rating systems shall be
7 reported to the Massachusetts Automobile Rating and Acci-
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dent Prevention Bureau for the availability of the commis-
sioner. At reasonable intervals, this accumulated data shall be
provided for guidance to the companies licensed to write
motor vehicle insurance. Nothing in this section is intended
to preclude the operation of other rating and advisory organi-
zations. The reporting by insurers of such statistics and in-
formation to another licensed rating or advisory organization
will be sufficient compliance provided that such organization
responds on behalf of its members or subscribers to the
Massachusetts Automobile Rating and Accident Prevention
Bureau.

8
9

10
11
12
13
14
15
16
17
18

Section 20. Records and Examinations The commis-
sioner shall, at least once every five years, and may as often
as may be reasonable and necessary, make or cause to be
made, an examination of any licensed rating or advisory
organization.

1
2
3
4
5

6 In examining any organization pursuant to this section, the
commissioner shall ascertain whether such organization, and,
in the case of a rating organization, any rate or rating system
made or used by it, complies with the requirements and
standards of this chapter.

7
8
9

10

1 Section 21. Examination of Admitted Insurers The com-
missioner may, at any reasonable time, make or cause to be
made an examination of every admitted insurer transacting
insurance to which the provisions of this chapter are applicable
to ascertain whether such insurer and every rate and rating
system used by it complies with the requirements and stand-
ards of this chapter. Such examination shall not be a part of
a periodic general examination participated in by representa-
tives of more than one state.

2
3
4
5
6
7
8
9

1 Section 22. Examination of Officers, Managers, Agents and
Employees The officers, managers, agents and employees
of any insurer or organization may be examined at any time
under oath, and shall exhibit all books, records, documents
or accounts agreements governing its method of operation,
together with all data, statistics and information of every
kind and character collected or considered by such insurer or

2
3
4
5
6
7
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8 organization in the conduct of the operations to which such
9 examination relates.
1 Section 23. Payment of Cost of Examination The
2 reasonable cost of any examination authorized by Section 20,
3 Section 21 or Section 22 shall be paid by the insurer or organ-
-4 ization to be examined.

1 Section 24. Review of Rates Any person aggrieved by
2 any rate charged, rating plan, rating system or underwriting
3 rule followed or adopted by an insurer or rating organization
4 may request the insurer or rating organization to review the
5 manner in which the rate, plan, system or rule has been
6 applied with respect to insurance afforded him. Such request
7 may be made by his authorized representative, and shall be
8 written. If the request is not granted within thirty days after
9 it is made, the requestor may treat it as rejected. Any person

10 aggrieved by the action of an insurer or rating organization
11 in refusing the review requested, or in failing or refusing to
12 grant all or part of the relief requested, may file a written
13 complaint and request for hearing with the commissioner,
14 specifying the grounds relied upon. If the commissioner has
15 information concerning a similar complaint he may deny the
16 hearing. If he believes that probable cause for the complaint
17 does not exist or that the complaint is not made in good faith
18 he shall deny the hearing. Otherwise, and if he finds that the
19 complaint charges a violation of this chapter and that the
20 complainant would be aggrieved if the violation is proven, he
21 shall proceed as provided in section twenty-five.

1 Section 25. Noncompliance of Rates If, after the
2 examination of an insurer rating organization, or advisory
3 organization or upon the basis of other information, or upon
4 sufficient complaint as provided in section twenty-four, the
5 commissioner has good cause to believe that such insurer or
6 rating organization, or any rate, rating plan or rating system
7 used by it, does not comply with the requirements and
8 standards of this chapter, he shall, unless he has good cause
9 to believe such noncompliance is wilful, give notice in writing

10 to such insurer or organization stating therein in what manner
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11 and to what extent such noncompliance is alleged to exist and
12 specifying therein a reasonable time, not less than ten days
13 thereafter, in which such noncompliance may be corrected.
14 Notices under this section shall be confidential as between the
15 commissioner and the parties unless a hearing is held under
16 section twenty-six.

1 Section 26. Hearings —lf the commissioner has good cause
2 to believe such noncompliance to be wilful, or if within the pe-
-3 riod prescribed by the commissioner in the notice required by
4 section twenty-five, the insurer or rating organization does
5 not make such changes as may be necessary to correct the
6 noncompliance specified by the commissioner, or establish to
7 the satisfaction of the commissioner that such specified non-
-8 compliance does not exist, then the commissioner may hold a
9 public hearing in connection therewith, provided that within a

10 reasonable period of time, which shall be not less than ten days
11 before the date of such hearing, he shall mail written notice
12 specifying the matters to be considered at such hearing to such
13 insurer or rating organization. If no notice has been given as
14 provided in section twenty-five, such notice shall state therein
15 in what manner and to what extent noncompliance is alleged to
16 exist. The hearing shall not include any additional subject
17 not specified in the notices required by section twenty-five of
18 this section.

1 Section 27. Issuance of Order Supension or Revocation of
2 Certificate of Authority or License If, after a hearing pur-
-3 suant to section twenty-six, the commissioner finds:
4 (a) That any rate, rating plan or rating system violates the
5 provisions of this chapter, he may issue an order to the insurer
6 or rating organization specifying in what respect such viola-
-7 tion exists and stating when, within a reasonable period of
8 time, the further use of such rate or rating system by such
9 insurer or rating organization in contracts of insurance made

10 thereafter shall be prohibited.
11 (b) That an insurer, rating organization or advisory organ-
-12 ization is in violation of the provisions of this chapter appli-
-13 cable to it, other than the provisions dealing with rates, rating
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14 plans or rating systems, he may issue an order to such insurer
15 or organization specifying in what respects such violation ex-

-16 ists and requiring compliance within a reasonable time there-
-17 after.
18 (c) That the violation of any of the provisions of this chap-
-19 ter by an insurer or rating organization which has been the
20 subject of hearing was wilful, he may suspend or revoke, in
21 whole or in part, the certificate of authority of such insurer or
22 the license of such rating organization.
23 (d) That any rating organization has wilfully engaged in any
24 fraudulent or dishonest act or practices, he may suspend or
25 revoke, in whole or in part, the license of such organization,
26 in addition to any other penalty provided in this chapter.

1 Section 28. Appeals from Order of Commissioner Any
2 person, insurer or rating or advisory organization aggrieved
3 by any order or decision made by the commissioner under this
4 chapter may appeal therefrom to the supreme judicial court.
5 The order or decision shall be reviewed in accordance with
6 the standards for review provided in paragraph eight of section
7 fourteen of chapter thirty A.
8 The court shall determine whether the filing of the appeal
9 shall operate as a stay of any such order or decision of the com-

10 missioner. The court may, in disposing of the issue before
11 it, modify, affirm or reverse the order or decision of the com-
-12 missioner in whole or in part.

1 Section 29. Acts Done Under Authority of Chapter Not Vio-
-2 lation of Other Laws No act done, action taken or agree-
-3 ment made pursuant to the authority conferred by this chap-
-4 ter shall constitute a violation of or grounds for prosecution or
5 civil proceedings under any other law of this commonwealth
6 heretofore or hereafter enacted which does not specifically re-
-7 fer to insurance.

1 Section 30. Administration or Enforcement of Chapter
2 Supplementation or Modificaticm The administration and
3 enforcement of this chapter shall be governed solely by the
4 provisions of this chapter. Except as provided in this chap-
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5 ter, no other law relating to insurance and no other provisions
6 of law heretofore or hereafter enacted shall apply to or be
7 construed as supplementing or modifying the provisions of
8 this chapter unless such other law or other provision expressly
9 so provides and specifically refers to the sections of this chap-

-10 ter which it intends to supplement or modify.

1 Section 31. Section one hundred and thirteen Bof chapter
2 one hundred and seventy-five of the General Laws is hereby
3 repealed.

1 Section 32. Section one hundred and thirteen Cof chapter
2 one hundred and seventy-five of the General Laws is hereby
3 amended by deleting the last sentence of the last paragraph
4 thereof.

1 Section 33. Section thirty-four Oof Chapter ninety of the
2 General Laws is hereby amended by deleting the last sentence
3 of the first paragraph thereof.








