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STATE HOUSE, BOSTON, August 10, 1971

To the HonorableSenate and House ofRepresentatives:

One year ago this Legislature enacted and 1 signed our first in the
country no-fault auto insurance law.

As a direct result, we have already saved our motorists some
seventy-six million dollars in premiums for this calendar year. What’s
more, we put into effect a system that promised and has in fact
delivered faster, more efficient, and fairer treatment. We made
history here and began a movement that is spreading throughout the
country. And right now we are working together to extend these
benefits even further through the adoption of a no-fault plan for
property damage to our drivers’ cars.

The bitter opponents of this first thorough reform of auto
insurance in some forty years predicted both chaos and unconstitu-
tionality. They were wrong. With help from this Legislature, the
crisis of a year ago was met. The plan we fought for was put into
effect and its benefits secured. Just last month, the final doubt was
removed with a decision by our Court unanimously declaring
no-fault constitutional.

Thus the no-fault plan has operated here for a full seven months.
Each day experience is being accumulated. Regular examinations of
that experience by our Insurance Department show it is operating
better than ever expected. Studies performed by our Insurance
Department show not only the dramatic cut in average claim costs
that had been expected but also a further cut of some fifty percent
in the actual number of claims being made. It may well be that

further accumulation of data will temper these early findings, as
'.ore serious and more costly claims enter into the calculations.

However, the trend seems clear. No-fault is going to save our drivers
more than had been expected.

One result is that it is now probable that the facts will warrant
even further savings in 1972. Those very same facts would then also
warrant a finding that the insurance companies reaped an unexpected
windfall profit out of no-fault in this year of 1971.
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Under the present state of our laws, it is not clear that the state
has the authority to force insurance companies to share these
benefits of the no-fault law with our drivers. Insurance companies
can, of course, return excess profits to policyholders as dividends.
Some, indeed we hope all, may. But despite our best efforts, we may
not at the present legally be able to force such a return if it is not
nrmunlnnforil^,-i tartly

The accompanying legislation seeks to put the Insurance Commis-
ioner in a position where he can take into account such unexpected

a current year in establishing rates for the next calendar
year

In brief, the legislation would give the Commissioner a chance to
take a “second look” at rates he has already established at the time
he pertorms his duty of establishing rates for the next year. If that
second look discloses facts indicating the rates for the current year
have in fact been improper whether too high or too low then the
Commissioner is under a duty to make an appropriate adjustment in
rates for the next year so that the statutory standards are met both

fact as well as in theory

If this legislation is enacted and if the facts before the Commis-
sioner this fall disclose (as, quite frankly, I both expect and hope
they would) that no-fault has resulted in excess profits to insurers for
this year, then the Commissioner will have the authority to reduce
rates for next year even more than he otherwise would in order to

the premium-paying motorist a share in that profit. The
ot, however, narrowly concerned with the unique

tuatron brought about by the unexpected success of our no-fault
be desirable in and of itself as an equitable way

to the necessary inexactness of the auto insurance rate

d I signed the no-fault law to give our drivers a
better, less expensive, and more realistic auto insurance system. What

been accomplished has already proved the wisdom of our-
ions. We all, however, share a commitment to see that it is out
rs that get the full benefits of this historic change. This

Ip guarantee that it is done and, at the same time,
ntroduce a generally helpful added procedure into the rate making
arocess for the future

Respectfully submitted,

FRANCIS W. SARGENT,
Governor of the Commonwealth.



HOUSE - No. 60851971.] 3

In the Year One Thousand Nine Hundred and Seventy-One.

An Act authorizing the commissioner of insurance to
ADJUST AUTO INSURANCE PREMIUM RATES TO PREVENT WIND-
FALL PROFITS.

•> Whereas, The deferred operation of this act would tend to
defeat its purpose, which is, in part, to authorize the commis-
sioner of insurance to undertake immediately the investigations
necessary to determine if the rates for certain automobile
insurance coverages are unreasonably high and to permit him to
adjust the rate accordingly for the following year, therefore it is
declared to be an emergency law, necessary for the immediate
preservation of the public convenience.

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 1138 of chapter 175 of the General Laws, as most
2 recently amended by chapter 785 of the acts of 1970, is hereby
3 further amended by insertin
4 following new paragraph: -

5 In fixing and establishing
6 the provisions of this sectic
7 whether or not the premiu

after the first paragraph thereof the

premium charges in accordance witl
n, the commissioner shall determine
m charges fixed and established by

8 him for the then calendar year have or will prove to r
9 standards set forth in this section. If the commissioner fine

10 the. premium charges for the then current dar year are
11 will prove to be unjust, unreasonable, discriminat
’ O . , , . . . j .11 c- .<■’2 quate, he shall take this into account and shall fix and
‘3 premium charges for the ensuing calendar year at levels which he
14 determines will produce adequate, just, reasonable and non-
-13 discriminatory charges for the two affected calendar years taken
16 together. Whenever the commissioner acts in accordance with the
12 provisions of this paragraph he shall state the facts relied upon in
18 making his findings and shall include in the memoranda of the
19 classifications and premium charges fixed and established by him

tZTfje CommontoeaUf) of ifTassactjusfett^



HOUSE - No. 6085 [August 1971.]4

*

20 a determination of the premium charges he would have fixed and
21 established for the ensuing calendar year had he not found the
22 charges for the then current calendar year failed to meet the
23 standards set forthin this section.


