
No. 650SENATE

I

*

By Ms. Melconian, a petition (accompanied by bill, Senate, No.
650) of Linda J. Melconian for legislation relative to reforming auto
insurance. Insurance.

In the Year One Thousand Nine Hundred and Eighty-Eight

An Act relative to reforming auto 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. Section 2 of chapter 90D of the General Laws,
2 as appearing in the 1984 Official Edition, is hereby amended by
3 adding between lines 40 and 41 the following;
4 “Total loss salvage motor vehicle,” a motor vehicle which has
5 been stolen and unrecovered or which has been wrecked,
6 destroyed or damaged by collision, fire, water or other occurrence
7 to such an extent that the owner or if the vehicle was insured,
8 the insurer, considers it uneconomical to repair the vehicle and
9 because of this, the vehicle is not repaired by or for the person

10 who owned the vehicle at the time of the event resulting in such
11 damage.

1 SECTION 2. Section 17 of chapter 90D of the General Laws,
2 as appearing by striking out section 20, as appearing in the 1986
3 Official Edition, and inserting in place thereof the following
4 sections:
5 Section 20. (a) Whenever an insurer acquires ownership of a
6 motor vehicle which it has detemined to be a total loss salvage
7 motor vehicle, it shall, within ten days from the date ofacquisition,
8 surrender the certificate of title to the registrar and shall apply
9 for a salvage certificate.

10 (b) Whenever an insurer makes a total loss settlement on a
11 vehicle which it has determined to be a total loss salvage motor
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12 vehicle and the insured owner retains possession and ownership
13 of the vehicle, the insurer shall notify the registrar of such
14 retention on a torm prescribed by the registrar and the owner shall,
15 within ten days of such settlement, surrender the certificate of title
16 to the registrar and shall apply for a salvage certificate. The insurer
17 shall notify the insured owner of said owner’s responsibility to
18 comply with the provisions of this section.
19 (c) Whenever a motor vehicle which is not the subject of an
20 insurance settlement is damaged to such an extent that the owner
21 determined said vehicle to be a total loss salvage motor vehicle,
22 the owner shall surrender the certificate of title to the registrar
23 and shall promptly apply for a salvage certificate.
24 (d) A total loss salvage motor vehicle shall not be titled under
25 this chapter or registered for operation under chapter ninety
26 unless the owner complies with the provisions of section 20D. The
27 owner of a total loss salvage motor vehicle shall not transfer such
28 vehicle except in accordance with section 20C of this chapter.
29 Section 20A. (a) The application for the salvage certificate shall
30 be made by the owner to the registrar on such form or forms as
31 the registrar shall prescribe and shall be accompanied by: (1) a
32 properly assigned certificate of title; (2) any other information and
33 documents the registrar may reasonably require to establish
34 ownership of the vehicle and the existence or nonexistence of a
35 lien; and (3) the required fee.
36 (b) The registrar shall file each application for salvage certificate
37 received and maintain adequate record thereof and, when satisfied
38 as to its genuineness and regularity, shall issue a salvage certificate
39 and decal bearing the legend “salvage vehicle” which the owner
40 shall affix to the vehicle in a location and manner prescribed by
41 the registrar. The salvage certificate shall serve as proof of
42 ownership and shall contain the name and address of the owner,
43 a description of the vehicle, a salvage certificate serial number and
44 any other data the registrar prescribes.
45 Section 208. (a) No salvage certificate need be obtained for: (1)
46 a vehicle owned by the United States unless it is registered in
47 accordance with the provisions of chapter ninety; (2) a vehicle
48 moved solely by animal power; (3) an implement of husbandry;
49 (4) special mobile equipment; (5) trailers; (6) passenger vehicles
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50 ten or more years old; or (7) mobile homes as defined in section
thirty-two Q of chapter one hundred and forty.51

52 Section 20C. (a) If an owner of a vehicle for which a salvage
certificate has been issued under this chapter transfers his interest
therein, he shall, at the time of delivery of the vehicle, execute
the assignment to the transferee on the space provided therefor
on the salvage certificate or on such other form as the registrar
shall prescribe and cause the certificate and assignment to be
delivered to the transferee.

53
54
55
56
57
58

(b) Except for dealers licensed under the provisions of section
fifty-nine of chapter one hundred and forty, the transferee shall,
within ten days after receiving delivery of the total loss salvage
by the registrar. The application shall be accompanied by the
properly executed salvage certificate, required fee and any other
information and documents the registrar may reasonably require
to establish ownership of the vehicle.

59
60
61
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64
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(c) If a dealer, licensed under the provisions of section fifty-nine
of chapter one hundred forty, is a transferee of a vehicle for which
a salvage certificate has been issued, he need not apply for a new
salvage certificate but, upon transferring the vehicle, shall execute
the assignment to the transferee in the space provided for such
dealer assignments on the certificate or on such form as the
registrar prescribes and cause the certificate and assignment to be
delivered to the transferee.

66
67
68
69
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(d) Any transferor of a vehicle for which a salvage certificate
has been issued under this chapter shall fully and fairly disclose
that fact to any transferee for value.

74
75
76

(e) The registrar may issue a salvage certificate for any motor
vehicle which is transferred into the commonwealth and which
was previously covered by a similar certificate from any other
state.

77
78
79
80

Section 20D. (a) Any owner who reconstructs or restores a total
loss salvage motor vehicle to its operating condition which existed
prior to the event which caused a salvage certificate to issue under
this chapter or the laws of another state, or who recovers a total
loss salvage motor vehicle if stolen, shall make application to the
registrar for a certificate of title and an inspection of the vehicle
prior to registration sale of said vehicle. Each application for title
and inspection shall be accompanied by the following:

81
82
83
84
85
86
87
88
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89 1) The outstanding salvage certificate previously issued for the
90 salvage vehicle;
91 2) Bills of sale evidencing acquisition of all major component
92 parts (listing the manufacturer’s vehicle identification number of
93 the vehicle from which the parts were removed, if such part
94 contained or should contain the manufacturer’s vehicle
95 identification number) used to restore the vehicle;
96 3) The owner shall also provide a sworn affidavit in the form
97 prescribed by the registrar which states that; (i) the identification
98 numbers of the restored vehicle and its parts have not been
99 removed, destroyed, falsified, altered or defaced; (ii) the salvage

100 certificate document attached to the application has not been
101 forged, falsified, altered or counterfeited; (iii) all information
102 contained on the application and its attachments is true and
103 correct to the knowledge of the owner; and
104 4) The required inspection fee
105 (a) The inspection shall include an examination of the vehicle
106 and its major component parts to detemine that the vehicle’s
107 identification number or its parts have not been removed, falsified,
108 altered, defaced, destroyed or tampered with, that the vehicle
109 information contained in the application and supporting
110 documents is true and correct, and that there is no indication that
111 the vehicle or any of its parts are stolen. Said inspection is not
112 for the purpose of checking roadworthiness or the safety condition
113 of the vehicle. No liability shall be imposed upon the registrar of
114 motor vehicles or upon the commonwealth or its agents or
115 employees which may result from, or be connected with, any act
116 or omission related to said inspection.
117 (b) Upon satisfactory inspection results, receipt of all required
118 documents and fees, the registrar shall issue a new certificate of
119 title in the name of the owner which shall contain the notation
120 “reconstructed,” or if the vehicle was a stolen vehicle which was
121 subsequently recovered in undamaged condition, said certificate
122 shall contain the notation “recovered theft vehicle.” The registrar
123 shall also issue a decal bearing the legend “reconstructed vehicle”
124 or “recovered theft vehicle” which the owner shall affix to the
125 vehicle in a location in a manner prescribed by the registrar.
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126 Section 20E.(a) Any person who takes possession of a motor
vehicle for the purpose of junking, scrapping or recycling as parts,
shall within ten days after receipt of delivery, cause the certificate
of title, salvage certificate or any other document required by the
registrar as proof of ownership, to be surrendered to the registrar
for cancellation and shall apply for a junk receipt.

127
128
129
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(b) The registrar shall file each application for a junk receipt
and maintain an adequate record of said cancellation and upon
satisfaction as to the genuineness and regularity of the application
and upon payment of the required fee, shall issue a junk receipt
to the owner which shall contain the name and address of the
owner, a complete description of the vehicle, including the vehicle
identification number and the junk receipt serial number. The
vehicle identification number shall remain attached to said vehicle
upon destruction.

132
133
134
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(c) Any transfer of interest of a vehicle for which a junk receipt
has been issued shall be accomplished by causing as bill of sale,
containing a complete description of the vehicle, including the
vehicle identification number, and the junk certificate to be
delivered to the transferee.

141
142
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(d) A motor vehicle for which a junk receipt has been issued
shall not be titled under this chapter or registered to operate under
chapter ninety.

146
147
148

SECTION 3. Chapter 90D of the General Laws, as appearing
in the 1986 Official Edition is hereby amended by striking out
section 32 of Chapter 90D of the Massachusetts General Laws
and inserting in place thereof the following section:

1
2
3
4

(a) Whoever falsely makes, alters, forges, or counterfeits a
certificate of title, salvage certificate or junk receipt; or alters or
forges an assignment of certificate of title, salvage certificate or
junk receipt, or supporting documents, or an assignment or release
of a security interest on a certificate of title or a form the registrar
prescribes; or has possession of or uses a certificate of title, salvage
certificate or junk receipt, knowing it to have been altered, forged,
or counterfeited; or uses a false or fictitious name or address, or
makes a material false statement or fails to disclose a security
interest, or conceals any other material fact, in an application for

5
6
7
8
9

10
11
12
13
14
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15 a certificate of title, salvage certificate or junk receipt; or
16 supporting documents, shall be punished by a fine of not more
17 than one thousand dollars or by imprisonment in the state prison
18 for not more than five years, or in a jail or house of correction
19 for not more than two years, or both.
20 (b) Whoever permits another not entitled thereto, to use or have
21 possession of a certificate of title, salvage certificate or junk
22 receipt or fails to mail or deliver a certificate of title, certificate
23 of salvage, junk receipt or application therefor to the registrar
24 within ten days after the time required by this chapter, or whoever
25 fails to deliver to the transferee or the registrar a certificate of title,
26 salvage certificate or junk receipt within ten days after the time
27 required by this chapter, or violated any other provision of the
28 chapter, except as provided for in paragraph (a), shall be punished
29 by a fine of not less than five hundred dollars and not more than
30 one thousand dollars or by imprisonment for not more than six
31 months or both.
32 (c) Whoever, unless authorized by law to do so, intentionally
33 and maliciously removes, mutilates, destroys, conceals or causes
34 to be removed, mutilated, or destroyed, a decal issued by the
35 registrar under the authority of section 20A and 20D of this
36 chapter or whoever sells, buys, receives, possesses or obtains
37 control of a motor vehicle knowing or having reason to know that
38 such decal has been removed, mutilated or destroyed shall be
39 punished by a fine of not less than five hundred dollars and not
40 more than one thousand dollars or by imprisonment in a jail or
41 house of correction for not more than two years, or both.

1 SECTION 4. Section 340 of Chapter 90 as appearing in the
2 1986 Official Edition is hereby amended by striking the first
3 paragraph in its entirety and inserting in its place, the following
4 new paragraph:
5 Every insurer issuing or executing a motor vehicle liability
6 policy or bond as described in section thirty-four A shall provide
7 property damage liability coverage for the policy holder or
8 obligor. Property damage liability insurance is insurance
9 containing provisions as described in this section, among such

10 other provisions, including conditions exclusions, and limitations,
11 as the commissioner of insurance may approve.
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SECTION 5. Section 1138 of Chapter 175 of the General Laws
as appearing in the 1986 Official Edition is hereby amended in
line 34 by striking the word “not”.

1
2
3

Section 113 of chapter 175 as appearing in the 1986 Official
Edition is hereby amended by striking the first sentence and
inserting in its place the following new sentence: The
commissioner shall, biennially on or before December first, after
due hearing and investigation, fix and establish fair and
reasonable classification of risks, including classification of risks
based on accident involvement and adequate, just, reasonable and
new discriminatory premium charges to be used and charged by
companies in connection with the issue or execution of motor
vehicle liability policies or bonds, both as defined in section thirty-
four A of chapter ninety, for the two ensuing calendar years or
any part thereof.

4
5
6
7
8

Vo
11
12
13
14
15

Section 1138 of Chapter 175 as appearing in the 1986 Official
Edition is hereby amended in line 32 by striking the word “year”
and inserting in its place the word “years”.

16
17
18

Section 1138 of Chapter 175 as appearing in the 1986 Official
Edition is hereby futher amended by adding after the last sentence,
the following new sentence: In the second-year of the biennial
rating period, any party having participated in the first year
hearing process may make written application to the commis-
sioner for permission to use, in place of the premium charges fixed
and established by him, a percentage increase or decrease in
aforesaid premium which is the result of a change in the data upon
which the commissioner made his finding in the first year.

19
20
21
22
23
24
25
26
27
28 A change in the data, as cited by the commissioner, of a

magnitude which would warrant a ten percent increase or decrease
in aforesaid premium charge must exist in order for an interested
party to make application. Application for said deviation shall
be in the manner prescribed for deviations above.

29
30
31
32

33 Section 1138 of Chapter 175 as appearing in the 1986 Official
Edition is hereby amended by inserting after the seventh
paragraph, the following new paragraph: -

*34
35

In fixing and establishing classifications of risks, the
commissioner shall establish a separate rate for those insureds
with 4 or more Safe Driver Insurance Points as established
pursuant to this section.

36
37
38
39
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40 Said rate shall be actuarially sound and uniform among
41 territories and classification of risks. In the event that an
42 adjustment in premium resulting from the application of the safe
43 driver insurance points and said adjustment shall not be reflected
44 in the premium charge.
45 Said section shall take effect with regard to rates to be fixed
46 and established for the policy year commencing January 1, 1989.
47 The commissioner shall do everything necessary for the
48 implementation of this section.

1 SECTION 6. Section 113 H of Chapter 175 of the General
2 Laws as appearing in the 1986 Official Edition is hereby amended
3 by inserting after the fourteenth paragraph the following new
4 paragraph:
5 The rules for such plan shall require that a cost containment
6 model be developed and implemented with regard to those risks
7 insured through the plan. At a minimum, such programs shall be
8 designed to have a material impact on premium charges by
9 reducing costs and expenses incurred by insurance companies.

10 Said model shall also be implemented by all insurers writing
11 private passenger motor vehicle insurance for those risks not
12 insured through the plan. The model and the implementation of
13 it shall be subject to the Commissioner review as provided in this
14 section.
15 Section 113 H of Chapter 175 of the General Laws as appearing
16 in the 1986 Official Edition is hereby amended by adding after
17 the fifth paragraph the following new paragraph;
18 In the event that said investigative unit uncovers the
19 mishandling of claims in excess of 10 percent of those claims

20 investigated said unit shall investigate an additional 5 percent of
21 claims previously uninvestigated. In the event that 10 percent of
22 those claims are mishandled the investigative unit shall investigate
23 an additional 5 percent of claims previously uninvestigated. Said
24 sequence shall continue until the conditions are met or until all
25 claims have been investigated.
26 Section 113 H of Chapter 175 of the General Laws as appearing
27 in the 1986 Official Edition is hereby amended by inserting in line
28 76 after the penultimate sentence, the following new sentence:
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29 As of July first, nineteen hundred and eighty-eight, two additional
members shall be appointed for terms of four years. Said
additional members shall be representative of consumers, one of
whom shall be the Attorney General or his designee.

30
31
32

SECTION 7. Chapter 175 of the General Laws is hereby
amended by adding after section 113 R a new section 113 S as
follows:

2
3

Section 113S. a. The provisions of this section shall be
applicable to all motor vehicle liability policies issued, delivered
or renewed in Massachusetts after December 31, 1987,
notwithstanding any other provisions of this chapter or chapter
90 of the General Laws.

4
5
6
7
8
9 b. Lor purposes of this section, “existing customer" shall mean

an applicant for a motor vehicle liability policy who has been
insured for three years or longer without interruption under a
motor vehicle liability policy or policies issued by the insurer to
which the applicant’s application is submitted.

10
II
12
13

c. A motor vehicle liability shall not provide fire and theft
coverage and/or comprehensive coverage, so-called, or collision
or limited collision coverage for a private passenger motor vehicle
prior to an inspection of that motor vehicle by the insurer, unless;

14
15
16
17

(1) the motor vehicle is new:18
(2) the applicant for such coverage is an existing customer of

the insurer;
19
20
21 (3) the motor vehicle is already insured for such coverages with

the insurer by the applicant; or22
(4) as provided in subsection d(2) below.23

24 d. The commissioner, by regulations implementing the
provisions of this section, shall:25

(1) provide that insurers shall offer inspections at locations and
at times reasonably convenient to the insured. Where an
inspection is required pursuant to this section, it shall be
conducted by the insurer or its authorized representative and shall
be recorded on a form prescribed by the commissioner. Such form
shall be retained by the insurer with its policy records for the
insured, and a copy of such form shall be made available to the
insured upon request.

26
27
28

*29
30
31
32
33
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34 (2) provide that the inspections required in this section shall be
35 waived under circumstances specified in the regulation. Such
36 circumstances may include, but are not limited to:
37 (a) When requiring an inspection would cause a serious
38 hardship to the insurer, the insured or an applicant for insurance;
39 (b) When the insurer has not inspection facility or authorized
40 representative either in the city or town in which the motor vehicle
41 is principally garaged or within five miles of the said city or town.
42 (3) provide that such inspections shall include at least the
43 following:
44 (a) taking a physical imprint of the vehicle identification
45 number of the vehicle or otherwise record the vehicle
46 identification number in a manner satisfactory to the
47 commissioner.
48 (b) taking two color photographs of the car at angles which
49 show the front, back and sides of the vehicle;
50 (c) recording the presence of such accessories as the
51 commissioner shall designate; and
52 (d) recording the location of and a description of existing
53 damage to the vehicle.
54 (e) A motor vehicle liability policy shall not provide fire and
55 theft coverage and/or comprehensive coverage, so-called, or
56 collision or limited collision coverage for any motor vehicle for
57 which a salvage certificate has been issued by the registrar of
58 motor vehicles, unless a new certificate of title has been issued
59 pursuant to section 20D of chapter 90D of the General Laws.
60 Notwithstanding the foregoing, any insurer authorized to issue
61 motor vehicle liability policies may, but shall not be compelled
62 to, issue a special policy or endoresement providing fire and theft
63 coverage and/or comprehensive coverage, so-called, or collision
64 or limited collision coverage for any motor vehicle having a
65 salvage certificate, on such terms and conditions and subject to
66 such inspections as the insurer shall require.

1 SECTION 8. Chapter 175 of the General Laws is hereby
2 amended by adding after section 133 S of this Act, the following
3 new section;
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Section 113T. The commissioner shall review the practices of
insurers and bodyshops concerning the use of new, used, rebuilt,
and aftermarket parts in the repair of damaged motor vehicles.

4
5
6

SECTION 9. Section 4 of Chapter 175 E of the General Laws
appearing in the 1986 Official Edition is hereby amended by
inserting after the first sentence of the second paragraph of
subsection (d) the following new sentence: For premium charges
in accordance with this section, the commissioner shall establish
that each territory reflects its own past and prospective loss
experience of any other territory.

2

3
4
5

1 6
7

SECTION 10. Section 11 of Chapter 175E, as appearing in the
1986 Official Edition is hereby further amended by adding after
the first sentence, the following new sentence: - Said guide shall
include a detailed provision stating the policy with regard to the
subject of “new” versus “used” parts in the repair of damaged
motor vehicles. Said provisions shall reference the safety
guidelines and standards promulgated by the Safety Repair Board
as established pursuant to Section 13A of Chapter 6A. Said guide
shall also make note of the correlation of savings incurred as result
of the inclusion of used parts in the repair of the vehicle.

2
3
4
5
6
7
8
9

10

SECTION 11. Notwithstanding any general or special law to
the contrary, motor vehicle insurance coverage as defined in
Section 1130 of Chapter 175 and those optional coverages
described in Section 340 of Chapter 90 shall not be subject to
the provisions of Section 3 of Chapter 175 E of the General Laws.

2

3
4
5

However, in no event shall an increase in overall premium
charges exceed 10 percent of the premium charged to an insured
in the preceding rating period except where the increase is based
upon a change in the application for insurance.

6
7
8
9

The provisions of this section shall take effect for policies issued
to become effective January I, 1991 and thereafter through
policies issued to become effective December 31, 1995.

10

4"12

SECTION 12. There is hereby established a special commis-
sion to make an investigation and study of the rules, regulations.0
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3 plans of operation and laws relating to the system of automobile
4 insurance in the Commonwealth. The commisson shall be chaired
5 jointly by house and senate chairs of the joint committee on
6 insurance, and shall consist of three additional members of the
7 house to be appointed by the speaker of the house, three additional
8 members of the senate to be appointed by the senate president,
9 the commissioner of insurance or his designee, and four members

10 to be appointed by the governor, one of whom shall be a
1 I representative of the property and casualty insurance industry,
12 one of whom shall be a representative of the insurance agents,
13 one of whom shall be a practicing attorney with expertise in the
14 area of automobile liability insurance.
15 The commission shall consider, among other issues it deems
16 relevant, the impact of regulations on price, availability, and
17 market stability; the efficiency and workability of the ratemaking
18 process; and accuracy of the underlying data base upon which
19 automobile insurance rates are made; mandates and incentives for
20 greater efficiency in the areas of cost containment, claims and
21 internal cost controls; and the need for fraud reduction. In
22 addition, the commission shall study mechanisms for reductions
23 in the number of policies ceded to the involuntary market.
24 The commission shall file the results of its investigations and
25 study, along with its recommendations and drafts of legislation
26 necessary to carry its recommendations into effect with the clerk
27 of the house, the clerk of the senate, and the joint committee on
28 insurance no later than the fifteenth of June, nineteen hundred
29 and eighty-eight.
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