
HOUSE 3160
By Mr. Cohen of Newton, petition of David B. Cohen, Michael W.

Morrissey, Thomas M. Gallagher, Susan D. Schur, Richard A. Yoke
and Kevin P. Blanchette for legislation to revise the laws relating to
motor vehicle insurance. Insurance.

In the Year One Thousand Nine Hundred and Eighty-Two,

An Act to revise the laws relating to motor vehicle insurance.

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

1 SECTION 1. The first paragraph of Section 183 of Chapter6of
2 the General Laws, as most recently amended is hereby further
3 amended by adding in the last sentence after the words, “one
4 hundred and thirteen P” the following: and Section one hundred
5 and thirteen Rof Chapter 175.

1 SECTION 2. Section 34-0 of Chapter 90 of the General Laws,
2 as most recently amended by adding at the beginning of the first
3 sentence of the third paragraph the following:
4 Except for coverages which insurers may refuse to offer under
5 the provisions of Section one hundred and thirteen Rof Chapter
6 175.

1 SECTION 3. Section 22C of Chapter 175 of the General Laws,
2 as most recently amended, is hereby further amended by adding at
3 the end of the first sentence of the first paragraph the following;
4 or for coverages which insurers may refuse to offer under the
5 provisions of Section one hundred and thirteen R.

1 SECTION 4. Section 22E of Chapter 175 of the General Laws
2 as most recently amended, is hereby further amended in the first
3 sentence by adding after the words “policy period” the follow-
-4 ing:
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5 or for coverages which insurers may refuse to offer under the
6 provisions of Section one hundred and thirteen R.

1 SECTION 5. Section 113 C of Chapter 175 of the General Laws,
2 as most recently amended, is hereby further amended by adding at
3 the beginning of the second paragraph the following;
4 Except for coverages which insurers may refuse to offer under
5 the provisions of Section one hundred and thirteen R.

1 SECTION 6. Section 113 H of Chapter 175 of the General
2 Laws, as most recently amended, is hereby further amended by
3 striking the entire section and inserting in place thereof the follow-
-4 ing:
5 (a) Insurance companies undertaking to issue motor vehicle
6 liability policies or bonds, both as defined in Section thirty-four A
7 of Chapter ninety, shall cooperate in the preparation and submis-
-8 sion of a plan for the fairand equitable apportionment among such
9 insurance companies of premiums, losses or expenses, or any

10 combination thereof. Such a plan shall be prepared and adminis-
-11 tered by a Governing Committee appointed by the Commissioner
12 consisting of six members from insurance companies participating
13 in the plan and one additional representative from a domestic
14 insurer in the commonwealth whose annual motor vehicle policy
15 premiums amount to ten million dollars or less and unaffiliated
16 with any other insurance company and six members selected from
17 a list of nominees submitted by the statewide associations of insur-

-18 ance producers. In the event that a company represented on the
19 committee decreases its book of automobile business in the com-

-20 monwealth by more than ten percent from the previous calendar
21 year, as determined by the Commissioner, the member represent-
-22 ing such company shall cease to be a member of the committee and
23 a new company and a member thereof shall be appointed as
24 prescribed herein. Not more than one insurer in a group under the
25 same management shall serve on the committee at the same time.
26 Meetings of the Governing Committee shall be conducted in ac-
-27 cordance with the provisions of Section I l-A'/$ of Chapter 30 Aof
28 the General Laws.
29 Before becoming effective, and upon any written request of the
30 Commissioner on a new plan thereafter, any such plan shall be filed
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31 with the Commissioner who shall conduct a public hearing within
32 thirty days to determine whether such plan is consistent with public
33 policy and meets the requirements of this section. At such hearing
34 insurance companies and any other party having a direct interest
35 shall have an opportunity to be heard. Unless sooner approved or
36 disapproved in writing by the Commissioner, such plan shall be
37 deemed to meet the requirements of this section within thirty days
38 after the public hearing.
39 Amendments to such plan shall be prepared and filed in the same
40 manner as herein provided with respect to the original plan. Such
41 amendments, unless sooner approved or disapproved in writing by
42 the Commissioner shall be deemed to meet therequirements of this
43 section in thirty days from the date of filing. The Commissioner
44 shall, prior to the disapproval of any such amendments, issue a
45 notice specifying in what respects the amendments do not meet the
46 requirements of this section and fixing a date for a public hearing
47 thereon at which insurance companies and any other party a direct
48 interest shall have an opportunity to be heard.
49 If the Commissioner shall have requested the submission of a
50 new plan or amendments have been filed with and approved by the
51 commissioner within sixty days after such request, the Commis-
-52 sioner may, if he deems it necessary to carry out the purposes of this
53 section prepare and publish proposed amendments or a proposed
54 plan that in his opinion would carry out the purposes of this
55 section. He shall submit a copy of such proposed amendments or
56 proposed plan to the joint committee on insurance at the time of
57 publication, and shall schedule a public hearing thereon not less
58 than ten days after the publication thereof. After such hearing the
59 Commissioner may promulgate such plan or amendments thereto
60 as he finds will best carry out the purposes of this section.
61 When such plan or amendment has been approved or promul-
-62 gated, no insurer may thereafter issue a motor vehicle policy or
63 bond unless such insurer shall participate in such an approved or
64 promulgated plan. All insurers issuing policies which are reinsured
65 through the plan shall use the manual of classifications, rules and
66 rates, and rating plans filed by or on behalf of the plan under the
67 provisions of Chapter one hundred and seventy-five A.
68 The rules for such plan shall require the separate statistical data
69 be recorded for risks reinsured in the plan under the provisions of
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subsection (b) of this section and for risks insured under the
provisions of Section 113 R of Chapter 175 and may provide incen-
tives and penalties to prevent abuse of such plan. The rules for such
plan shall also include a provision giving the Commissioner au-
thority, after due hearing and investigation, to order that any
company he finds using practices which have the effect of distribut-
ing risks or expenses or losses of risks unfairly and inequitably on
other companies or agents or brokers be assigned a share of the
expenses and losses of said risks to insure fair and equitable
distribution. The Commissioner may relieve any insurer of a part
or all of its obligations under the plan, if he finds that continuation
of such obligations would threaten the solvency of such insurer.
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The rules for such plan shall also establish specific standards and
guidelines for claims handling to detect fruandulent claims practi-
ces and other insurer or policyholder practices which increase
losses and include a provision giving the Commissioner authority
after due hearing and investigation to order that any company he
finds not meeting these standards or guidelines be assigned a share
of the plan expenses and losses to more fairly and equitably distrib-
ute said expenses and losses.
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The plan shall also provide rules for the appointment of desig-
nated producers by the Governing Committee, or its designee, to a
servicing carrier to immediately certify motor vehicle insurance.
For the purposes of this section, designated producer shall mean a
person licensed as a fire or casualty insurance broker pursuant to
General Laws Chapter 175, Section 166, who has a place of busi-
ness in Massachusetts and who does not have any existing agency
relationship with any Insurance Company for motor vehicle insur-
ance other than for motorcycle insurance. There shall be a stand-
ard producer contract for all such designated producers which
contract shall be in a form satisfactory to the Commissioner. The
Governing Committee shall not appoint a person as a designated
producer where: (a) the broker was convicted of a dishonest act
related to his occupation as an insurance agent or broker; (b) the
broker’s license to engage as an insurance broker was revoked; (c)
there has been a material and substantial breach of the producer
contract by the designated broker. The plan shall also provide rules
for the appointment of limited designated producers. For the pur-
poses of this section, a limited designated producer shall mean a
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licensed insurance agent or broker who has an agency agreement in
effect with more than one insurer licensed to issue policies or bonds
under Chapter 90, Section 34A and where one or more of the
insurers with whom such agent has an agreement has taken steps to
terminate such agreement. In such event and upon application by
such agent, the Governing Committee shall appoint such an agent
as a limited designated producer of the insurer which has terminat-
ed his agreement, such appointment to take effect upon the effec-
tive date of the termination of the agency agreement. Such agent so
appointed shall have the authority to renew all risks insured with
such insurer at the time the termination becomes effective and also
to place a proportionate share of his new risks with such insurer.
All other terms of the relationship between the insurer and the
limited designated producer shall be and remain in accordance
with the agency agreement so terminated. The Governing Commit-
tee shall not appoint a person as a limited designated producer nor
permit a person to continue to act as a limited designated producer
where: (a) the agent or broker was convicted of a dishonest act
related to his occupation as an insurance agent or broker; (b) the
agent’s license to engage as an insurance borker was revoked; (c)
the reason for the termination of the agency agreement was a
material and substantial breach of the agency agreement by the
agent or limited designated broker. No such agent or broker shall
be appointed or remain a limited designated producer of an insurer
which has surrendered or had revoked its license to engage in the
insurance business in the Commonwealth or where such insurer
has obtained permission from the Commissioner of Insurance to
effect a general reduction in its volume of motor vehicle insurance
pursuant to Section 22H of Chapter 175, under a plan approved by
the Commissioner. This paragraph shall apply to any all agency
agreements, the cancellation of which becomes effective after the
effective date of this act and shall also apply to any agent, broker
and insurer where the agency agreement has been previously termi-
nated but where the agent still has the authority to place or renew
risks with the insurer at the time this act becomes effective.
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144 The plan shall also provide payment of a commission to inde-

pendent insurance agents licensed by the insurer and to designated
producers and to limited designated producers which shall be
stated in the filing of rates as a percentage equal to the average
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percentage commission paid for risks not reinsured through the
plan during the immediately preceding calendar year to agents by
companies which do business through independent insurance
agents pursuant to the so-called American Agency System.
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(B) The plan shall provide reasonable rules governing the fair
and equitable distribution of expenses and losses by reinsurance
and shall also provide that:

152
153
154

1. The rates for risks reinsured in the plan shall not exceed the
rates that would be used by each risk’s insurer or servicing carrier
for that risk if such risk were not reinsured in the plan.
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2. Risks reinsured in the plan shall be offered at least the coverages
required by Sections thirty-four A and thirty-four O of Chapter
ninety and, at the option of the applicant theadditional coverages
described in Section one hundred and thirteen C, except that the
plan may provide for the refusal of those optionally offered cover-
ages which would eliminate in whole or in part the effect of any
deductible provided in Section thirty-four O of Chapter ninety and
Section one hundred and thirteen O.
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(C) Any insurer and any other party affected may appeal to the
commissioner from any ruling or decision with reference to the
operation of such plan.
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Any insurer of group of insurers participating in such plan and
other person aggrieved shall be authorized to bring a complaint to
the Commissioner alleging unfair or unreasonable or improper
practices by any insurer. The Commissioner shall, in all such cases,
cause a proper hearing on such complaint to be held and shall issue
such orders as he then deems appropriate.
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If the Commissioner finds after due hearing and investigation
that any activities or practice ofany insurer in connection with the
submission or operation of such plan is unfair or unreasonable or
inconsistent with the provisions of this section, he may issue a
written order specifying in what respects such activity or practice is
unfair or unreasonable or inconsistent with the provisions of this
section, and requiring the discontinuance of such activity or prac-
tice.
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Any ruling, order or decision of the Commissioner under au-
thority of this section shall be subject to review by appeal to the
superior court for the county of Suffolk at the instance of any party
in interest, which appeal shall be on the basis of the record of the
proceeding before the Commissioner. The court shall have juris-
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diction to modify, amend, annul, review or affirm such action,
order, finding or decision, shall review all questions of fact and of
law involved therein, and may make any otherappropriate order of
decree. The court shall determine whether the filing of the appeal
shall operate as a stay ofany such order or decision of the Commis-
sioner. For the purposes of this section, a conviction for driving
under the influence or any assignment to an alcohol education
program shall be equivalent to three convictions for motor vehicle
moving violations for which a surcharge would have been assessed
under Section 113 P of this Chapter.
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The statistical data previously and hereafter recorded for risks to
be insured under the provisions of this section shall be given due
consideration in developing the rates for such risks. The rates and
rating plans for such risks shall reasonably reflect the expected loss
and expense experience of such risks. Such risks shall not be
subject to premium surcharges assessed or credits allowed under
merit rating plans approved pursuant to Section 113 P but the plan
shall provide for ascending rates and/or deductibles for accident
repeaters and claims repeaters insured under the provisions of this
section. In lieu of increased premiums for optional coverages, such
risks shall have the option of purchasing percentage deductibles
higher than standard.
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Such risks shall be insured under the provisions of this section
for a period of at least three policy years, provided that if, after
such period, a risk is no longer eligible to be insured under the
provisions of this section, the insurer then insuring the risk shall
notify thebroker or agent of record or, if none, the insured, that the
risk may obtain coverages without being insured pursuant to this
section.
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Risks insured under the provisions of this Section shall be
offered at least the coverages required by Section thirty-four A and
thirty-four O of Chapter ninety, and, at the option of the applicant,
the additional coverages described in Section one hundred and
thirteen C, except that the Commissioner may provide for further
requirement of installation ofanti-theft devices in a vehicle replac-
ing one for which a theft claim has been paid, or the refusal of
collision, or fire, theft or comprehensive coverage to certain such
risks under the following circumstances:
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person purchasing coverage has been convicted of insurance relat-
ed fraud;
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2) for comprehensive, fire and theft or collision coverage, if the
person purchasing coverage has made an intentional and material
misrepresentation in his application for such coverages or in mak-
ing any claim for said coverage;
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3) the insurance premium for such a policy or bond has not been
paid;

233
234
235 4) the motor vehicle operator’s license of the principal operator

of any motor vehicle insured under the policy has been revoked or
suspended or the motor vehicle registration for such vehicle has
been revoked or suspended;

236
237
238
239 5) there is fraud or material misrepresentation in theapplication

for insurance or the renewal thereof; or240
241 6) for collision coverage, if the person purchasing coverage has

been involved in five or more accidents in which he or she has been
deemed to be at fault in excess offifty percent within the three years
immediately preceding the effective date of the policy.

242
243
244
245 For the purpose of this section, a person purchasing coverage

shall include the owner or principal operator or any other person
who customarily operates the motor vehicle.
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SECT lON 7. Chapter 175 of the General Laws is amended by
adding after Section lI3Q thereof the following section:2

3 Section 113R. The section shall apply to classification of risks
and premium charges for use by insurers in executing, issuing, or
renewing policies of private passenger motor vehicle insurance on
or after January 1, 1983.

4
5
6

In fixing and establishing fair and reasonable classifications and
the relativities between the said classifications the Commissioner
shall establish a classification system whereby the following crite-
ria are utilized:

7

8
9

10
1 I I. Within the last five years.

12 (i) A conviction of any category of vehicular homicide.
13 (ii) A conviction for insurance related fraud, or

(iii) A conviction for motor vehicle theft.14
15 2. Or within the last three years.

16 (i) Three or more accidents for which a surcharge would have
been assessed under Section 113 P of this chapter.17

(ii) Four or more accidents or moving violations for which aIK
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19 surcharge would have been assessed under Section 113Pof this
20 chapter,
21 (iii) Two or more total theft or total fire claims unless fire, theft
22 comprehensive and collision coverage are not purchased by the
23 insured, or
24 (iv) Four or more comprehensive claims totalling $2,000, or
25 more, unless fire, theft, comprehensive and collision coverage are
26 not purchased by the insured.

1 SECTIONS. The commissioner shall conduct a public hearing
2 not less than twenty-four months nor more than thirty-six months
3 from the effective date of this act to determine whether this act has
4 been effective in reducing fraud and other practices which have
5 adversely affected motor vehicle insurance rates in the common-
-6 wealth. Until the commissioner has published his findings of fact
7 and conclusions from such hearing, and he subsequently deter-
-8 mines after a separate public hearing and on the basis of published
9 findings of fact and conclusions that competition is in the public

10 interest, the provisions of chapter 175 E shall be suspended and
11 rates shall be fixed and established pursuant to the provisions of
12 section 1138 of chapter 175 for all vehicles except trucks, trailers,
13 semi-trailers and buses.

1 SECTION 9. The provisions of this act are severable and if any
2 of its provisions shall be held unconstitutional by any court of
3 competent jurisdiction, the decision of such court shall not impair
4 any of the remaining provisions.

1 SECTION 10. This act shall take effect on January first, nine-
-2 teen hundred and eighty-three. For the purposes of the issuance of
3 motor vehicle liability policies or bonds for the calendar year
4 nineteen hundred and eighty-three, all things necessary to be done
5 prior to said effective date may be done.

1 SECTION 11. Section lI3H of Chapter 175 is hereby further
2 amended by adding at the end thereof the following paragraph:
3 The Commissioner shall establish a schedule of credits which
4 insurers shall receive for the detection and recovery of fraudulent
5 claims by insureds within the reinsurance facility provided that
6 these credits do not exceed 50% of the fraudulent claims recovered.
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