
No.HOUSE 691
By Mr. Serino of Cambridge, petition of Theodore A. Scriven rela-

tive to the making of rates for fire and marine insurance and to the
licensing and regulation of rating organizations and to the member-
ship of insurers in such rating organizations. Insurance.

In the Year One Thousand Nine Hundred and Forty-Six.

An Act relative to the making of rates for fire,
MARINE AND FIRE AND MARINE INSURANCE AND ALL

FORMS OF MOTOR VEHICLE INSURANCE EXCEPT LIA-

BILITY INSURANCE PROVIDED BY GENERAL LAWS, CHAP-

TER ONE HUNDRED AND SEVENTY-FIVE, SECTION ONE

HUNDRED AND THIRTEEN (a), THE ESTABLISHMENT,

LICENSING AND REGULATION OF RATING ORGANIZATIONS,
PERMITTING MEMBERSHIP BY INSURERS IN SUCH RAT-

ING ORGANIZATIONS, PERMITTING CERTAIN EXCEPTIONS,
PRESCRIBING PENALTIES AND PROVIDING FOR JUDICIAL

REVIEW OF ACTS Of THE COMMISSIONER Of INSURANCE.

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

Cbe CommontoealtJj of Q^assaclmsetts

1 The General Laws of Massachusetts are hereby
2 amended by inserting therein chapter one hundred
3 and seventy-five A, which shall read as follows:
4 Section 1. This act shall be known as the Fire,
5 Marine and Fire and Marine Rate Regulatory
6 Act.
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Section 2. Definitions. The following words, as
used in this chapter, unless the text otherwise
requires or a different meaning is specifically re-
quired, shall be

i

8

9

10
‘Commissioner”, the commissioner of insurance.11

“Company”, all corporations, associations, part-
nerships or individuals engaged as principals in the
business of insurance.
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Insurance Company” or “Insurer”, the same15
16 meaning as company.

Section 3. Purpose of the Act. The purpose of
this act is to promote the public welfare by provid-
ing for the licensing, regulation and examination of
organizations as provided in this act to the end
that insurance rates shall be reasonable, adequate
and not unfairly discriminatory, and to authorize
co-operative action among insurers in rate making
and in other matters within the scope of the act.
Nothing in this act is intended (1) to prohibit or
discourage reasonable competition, or (2) to en-
courage or prohibit, except to the extent necessary
to carrying out the purposes of this act, uniformity
in insurance rates or rating practices. This act
shall be liberally interpreted to carry into effect
the provisions of this section.
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Section J. Scope of the Act. This act applies
to fire, marine, fire and marine and inland marine
insurance and all forms of motor vehicle insurance
except that provided in General Laws, chapter one

hundred and seventy-five, section one hundred and
thirteen A on risks and operations in this common-

wealth by insurance companies authorized to trans-
act business in this commonwealth. Inland marine
insurance shall be deemed to include all insurance
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now or hereafter defined by statute, ruling of the
commissioner, or by lawful custom as inland marine
insurance. This act shall not apply

41
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a) To reinsurance.44

(5) To insurance of vessels or craft, their cargoes,
marine builders’ risks, marine protection and in-
demnity, or other risks commonly insured under
marine as distinguished from inland marine policies.

45
46
47
48

(c) To insurance of hulls of aircraft, including
accessories and equipment and insurance against
liability for damage to property or injury to persons
arising out of the ownership, maintenance or use
of aircraft.
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Section 5. Rate Making and Rating Organization
Regulation. All rates shall be made by an insurer
or by a licensed rating organization in accordance
with the following provisions:

54
o.)
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(a) Manual, minimum, class rates, rating sched-
ules or rating plans shall be made and adopted,
except in the case of specific inland marine rates
or risks specially rated.
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(6) Rates shall be reasonable, adequate and not

unfairly discriminatory.
62
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(c) Consideration shall be given to past and
prospective loss experience both within and outside
the state, including the conflagration and catas-
trophe hazards, to all other relevant factors within
and outside the state, to the loss trend, to reasonable
underwriting profit, to dividends, savings, un-
absorbed premium deposits or rate readjustments
allowed by insurers to their policyholders, and in the
case of fire insurance rates other than motor vehicles,
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consideration shall be given to the experience of the
fire insurance business during a period of not * less

73
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than the most recent five-year period for which
such experience is available.

/o

76
(d) Every authorized insurer shall file on call by

the commissioner but not more frequently than
once each year with such agency or agencies as the

/ i

78

79
SO commissioner may approve, a statistical report

showing its underwriting experience by classes in
form approved by the commissioner. No insurer
shall be required to record or report its experience
on a classification plan that is inconsistent with the
rating plan used by it. Such reports or the com-
pilation of such reports by such agency or agencies
shall be available, subject to reasonable rules pro-
mulgated by the commissioner to insurers and rating
organizations.
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(e) No rating organization shall adopt any rule,
the effect of which would be to prohibit any insurer
from equitably distributing dividends, savings, un-
absorbed premium deposits or from making equi-
table adjustment of rate or rates on its expired
policies.
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96 (/) Any rating organization may provide for the
examination of policies, daily reports, binders, re-
newal certificates, endorsements or other evidences
of insurance or the cancellation thereof upon any
or all classes of insurance covered by its license and
may make reasonable rules covering their submis-
sion by members or subscribers. Such rules shall
contain a provision that in the event any insurer
does not within sixty days furnish satisfactory
evidence to the rating organization of the correction
of any error or omission previously called to its
attention by the rating organization, it shall be the
duty of the rating organization to notify the com-
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missioner thereof. All information so submitted
for examination shall be confidential.

109
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(g) Any rating organization may subscribe for or
purchase actuarial, technical or other services and
such services shall be available to all members and

11l
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subscribers without discrimination.114
Section 6. Licensing of Membership in and Sub-

scription to the Services of Rating Organizations.
115
116

(a) A corporation, unincorporated association, part-
nership or individual, whether located within or
outside the commonwealth, may make application
to the commissioner for a license as a rating organi-
zation for such kinds of insurance or classes of risk
or a part or combination thereof as are specified in
its application, and shall file therewith
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1) A copy of its constitution, its articles of agree124
125 ment or association, its certificate of incorporation

and of its by-laws and rules governing the conduct
of its business.
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2) A list of its members and subscribe128
(3) the name and address of a resident of the state

upon whom notice or orders of the commissioner
or process affecting such rating organization may be
served.
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(4) A statement of its qualifications as a rating

organization.
133
134

If the commissioner finds that the applicant is
competent, trustworthy and otherwise qualified to
act as a rating organization and its constitution,
articles of agreement or association or certificate
of incorporation and its by-laws and rules governing
the conduct of its business conform to the require-
ments of this act, he shall issue a license specifying
the kinds of insurance, class of risk or part or com-
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binatiou thereof lor which the applicant is authorized
to act as a rating organization. Every such ap-
plication shall be granted or denied in whole or in
part within sixty days of its filing with him. Licenses
issued pursuant to this section shall remain in
effect until suspended or revoked by the commis-
sioner. The fee for such license shall be

143
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150 dollars. Licenses issued pursuant to this section

may be revoked by the commissioner after hearing
upon notice in the event the rating organization
ceases to meet the requirements of this subsection.

151
152
153
154 (6) Subject to reasonable rules and regulations,

each rating organization shall permit any insurer
to be a subscriber to its rating services for any kind
of insurance for which it is authorized to act as a
rating organization. Notice of proposed changes
in such rules and regulations shall be given to sub-
scribers. Each rating organization shall furnish
its rating services without discrimination to its
members and subscribers. The refusal of any rating
organization to admit an insurer as a subscriber or
the reasonableness of any rule or regulation ap-
plicable to a subscriber shall at the request of any
such insurer be reviewed by the commissioner at
a hearing held upon at least ten days’ written notice
to the rating organization and insurer. If the com-

missioner finds that the insurer should be admitted
as a subscriber, he shall issue an order to that effect.
Every rating organization shall notify the com-
missioner promptly of any changes in its
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(1) Constitution, articles of agreement or associa-
tion, certificate of incorporation and by-laws and
rules governing the conduct of its business.
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(2) Its list of members and subscribers.176
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177 (3) The name and address of the resident of the
178 Commonwealth designated by it upon whom notices
179 or orders of the commissioner or process affecting
180 such rating organization may be served.
181 Section 7. Deviations. Every member of ox-

-182 subscriber to a rating organization shall adhere to
183 the rates and rules of the rating organization of
184 which it is a member or subscriber except that any
185 such insurer may make written application to the
186 commissioner for permission to use a uniform devia-
-187 tion from the rates, schedules, rating methods ox-
-188 rules px-omulgated by any ratixxg organization of
189 which it is a member or to which it is a subscriber.
190 Such applicatioxx shall specify the basis for the
191 modification and a copy thex-eof shall also be
192 sexxt simultaneously to such rating organization.
193 The commissioner shall set a time and place for a
194 hearing at which the insurer and such rating organi-
-195 zatioxx may be heard and shall give them not less
196 than ten days' written notice thereof. In the event
197 the commissioner is advised by the rating organiza-
-198 tion that it does not desix-e a hearing he may, upon
199 the consent of the applicant, waive such hearing.
200 In considering the application for permission to
201 hie such deviatioxx the commissioner shall give con-
-202 sideration to the available statistics and the prin-
-203 ciples for rate making as provided in section five
204 of this act. The commissioner shall issue an order
205 permitting the deviation for such insurer to be hied
206 if he hnds it to be justihed. He shall issue an order
207 denying such application if he hnds that the result-
-208 ing px-emiums would be inadequate, unreasonable
209 or unfairly discrimixxatory. Each deviation ap-
210 proved shall be effective for a period of one year
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211 from the date of approval unless terminated sooner
212 by action of the commissioner and may after ap-
213 proval lie used by any other insurer unless other-
214 wise directed by the commissioner.
115 Section 8. Appeal by Minority. —Any member

216 of or subscriber to a rating organization may appeal
217 to the commissioner from the decision of such rating
218 organization and the commissioner shall after a
219 hearing held on not less than twenty days5 notice
220 to the person filing such appeal and to such rating
221 organization, issue an order affirming or reversing
222 the decision of such rating organization.
223 Section 9. Examination of Rating Organizations.
224 : The commissioner shall, at least once in two
225 years, make or cause to be made an examination of
226 each rating organization licensed in this state.
227 The reasonable costs of such examination shall be
228 paid by the rating organization examined upon
229 presentation to it of a detailed account of such cost.
230 The officers, managers, agents and employees of
231 such rating organization may be examined under
232 oath and shall exhibit all books, records, accounts
233 documents or agreements governing its method of
234 operation. The commissioner may waive such ex-

235 animation upon proof that such rating organization
236 has, within a reasonably recent period, been ex-

237 amined by the insurance supervisory official of an-

238 other state, pursuant to the laws of such state, and
239 upon the filing with the commissioner of a copy ol
240 the report of such examination.
241 Section 10. False or Misleading Information.
242 No person or organization shall knowingly give
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243 false or misleading information to the commissioner,
244 to any statistical agency designated by the com-
245 missioner, to any rating organization, or to any
246 insurer, which will in any way affect the rates or
247 premiums chargeable under this act. A violation
248 of this section shall subject the one guilty of such
249 violation to the penalties provided for in section
250 eleven of this act
251 Section 11. Penalties. The commissioner may
252 if he finds that any person or organization has wil
253 fully violated any provision of this act, impose a
254 penalty of not more than for each
255 such violation. Such penalty may be in addition
256 to any other penalty provided by law.
257 The commissioner may suspend the license of any
258 rating organization or insurer which fails to comply
259 with an order of the commissioner within the time
260 limited bv such order, or anv extension thereof which
261 the commissioner may grant. The commissioner shall
262 not suspend the license of any rating organization
263 or insurer for failure to comply with an order unti
264 the time prescribed for an appeal therefrom has
265 expired or, if an appeal has been taken, until such
266 order has been affirmed. The commissioner ma}

267 determine when a suspension of license shall become
268 effective and it shall remain in effect for the period
269 fixed bv him, unless he modifies or rescinds such
270 suspension, or until the order upon which such
271 suspension is based is modified, rescinded or re-
272 versed
273 No penalty shall be imposed and no license' shall
274 be suspended or revoked except upon a written
275 order of the commissioner stating his findings, made
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276 after a hearing held upon not less than ten days’
written notice to such person or organization specify-
ing the alleged violation.

277
278
279 Section 12. Hearings. Orders. Procedure. Judicial

Review. (a) If at any time the commissioner finds
that a rate to which this act applies does not meet
the requirements of this act, he may, after a hearing
held upon not less than twenty days’ written notice,
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specifying the matters to he considered at such
hearing, to every insurer and rating organization
which made such rate, issue an order specifying
in what respects he finds that such rate fails to
meet the requirements of this act, and stating when,
within a reasonable period thereafter, such rate
shall be deemed no longer in effect. Said order
shall not affect any contract or policy made or
issued prior to the expiration of Ihe period set
forth in said order. However, if at any time the
commissioner finds that an unfair discrimination
exists in the application of a rate to an individual
risk he may, after a hearing held on like notice to
the insurer affected and to any rating organization
which made such rate, issue an order that such
discrimination be removed. Copies of any such
order shall be sent to every such insurer and rating
organization. Unless the basis for such order is
that the insurer affected thereby could not other-
wise, with safety to the public and to its policy-
holders, be permitted to continue to transact busi-
ness, no such order shall be issued by the commis-
sioner with respect to the rate of an insurer if such
rate is one used by any other insurer unless such
order applies equally to all insurers using such rate.
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(5) Every decision, order, revocation, suspension300
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or refusal of the commissioner shall be in writing
stating his reasons therefor. Notice of every deci-
sion, order, revocation, suspension or refusal of
the commissioner shall forthwith be forwarded by
the commissioner to any persons or corporations
interested in such decision, order, revocation, sus-
pension or refusal. Any person or corporation
aggrieved by any decision, order, revocation, sus-
pension or refusal of the commissioner may within
twenty days after receipt of written notice of such
decision, order, revocation, suspension or refusal
appeal from such decision to the superior court,
said appeal to be entered in the office of the clerk
of the superior court for the county of Suffolk.
After notice of the entry of such appeal, the com-
missioner of insurance shall forthwith forward to
the said clerk a complete copy of the record of the
proceedings before him, including his decision,
order, revocation, suspension or refusal. Such de-
cision, order, revocation, suspension or refusal shall
be prima facie evidence of the facts stated therein,
but otherwise the trial of the issues involved both
as to law and fact shall proceed de novo. As to
any matters involving discretion of the commis-
sioner, the justice of the superior court hearing such
appeal shall have the same discretion as the com-
missioner of insurance is granted by any statute.
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336
337 Section IS. Laws repealed. All laws or parts

of laws inconsistent to the provisions of this act are
hereby repealed.

338
339
340 Section 14- Laws amended. The provisions of

General Laws, chapter one hundred and seventy-
five, section one hundred and four, are hereby
amended by striking out the word “board” wherever
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the same may appear and inserting in place thereof
the words: rating organization.

344
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Section 15. Constitutionality. —lf any section,
subsection, subdivision, paragraph, sentence or clause
of this act is held invalid or unconstitutional, such de-
cision shall not affect the remaining portions of this act.

346
347
348

349
Section 16. Effective Date. This act shall take

effect on the day of nine-
350
351

teen hundred and forty-eight.352


