
HOUSE 1488

By Mr. White of Boston (by request), petition of John W. Cronin
for various amendments of the law relating to fire insurance and fire
insurance companies. Insurance.

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

An Act to provide for the maintenance and super-

vision OF FIRE, WINDSTORM, LIGHTNING, TORNADO,

HAIL, SHORE, MARINE AND AUTOMOBILE FIRE AND THEFT
INSURANCE RATE-MAKING BUREAUS.

Be it enacted hy the Senate and House of Repre-
sentatives in General Court assembled, and hy the
authority of the same, as follows:

Cl)t Commontoealtl) of t^assactnisctts

1 Chapter one hundred and seventy-five of the
2 General Laws is hereby amended by adding thereto
3 the following new sections:
4 Section 103. Every fire insurance company au-
-5 thorized to effect insurance against the risk of loss
6 or damage by fire, windstorm, tornado, hail, light-
-7 ning and automobile fire and theft and all. other
8 kinds of insurance which fire insurance companies
9 are authorized to write in this commonwealth shall

10 maintain or be a member of a rating bureau for the
11 purpose of making rates for insurance against such
12 hazards. No such insurer shall be a member of
13 more than one rating bureau for the purpose of rat-
-14 ing the same risk; provided, that with the approval
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15 of the commissioner any such company or other
insurer whose business includes the writing of a16
special class or risks written in connection with an17

IS inspection service may, in lieu of or in addition to
19 such membership, file its rates and schedules on
20 such special class or risks with the commissioner
21 Section 103A. A rating bureau may consist of
22 one or more insurers and, when consisting of two or
23 more insurers, shall admit to membership any
24 authorized insurer applying therefor. Such bureau
25 shall furnish, without discrimination, its services to
26 its members. The government of a rating bureau
27 shall be vested in its members, and it shall not be
28 subject to the direction or control of any other
29 bureau, association, corporation, company, indi-
30 vidual or group of individuals. Each member shall
31 have one vote. A bureau shall have power to estab-
32 lish reasonable agreements and by-laws for its
33 governance, and shall be permitted to adopt reason-

34 able rules and regulations necessary to carrying out
35 its functions, but such reasonable agreements, by-

36 laws, rules and regulations shall not be inconsistent
37 with the provisions of this act and shall be first
38 approved by the commissioner. All amendments to
39 such agreements, by-laws, rules and regulations
40 shall, before being effective, be submitted to and
41 approved by the commissioner. No such agree-
42 ments, by-laws, rules or regulations shall discrimi
43 nate against any type of insurer because of its plan
44 of operation nor shall any insurer be prevented
45 from returning any unused or unabsorbed premium:
46 to its policyholders or subscribers. Each bureau
47 subject to the approval of the commissioner, shall
48 apportion its expenses among its members in pro-
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portion to the gross premium income, less return
premiums on cancelled policies, and amounts re-
turned to policyholders as dividends, whether paid
in cash or applied in the reduction of premiums, on
business done in the commonwealth. Every such
rating bureau shall maintain an office within this
commonwealth.
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Section 1038. Every risk specifically rated in
this commonwealth shall be rated upon schedule
after inspection; a written survey of every such
risk shall be retained as a permanent record during
the existence of such risk. A copy of such survey
shall be furnished to the owner of any risk upon
request, without expense to such owner. Every
rating bureau and every insurance company and
other insurer subject to this act shall keep a perma-
nent record of the rates charged by such insurance
company or other insurer on all risks written by
such insurance company or other insurer and rated
by such bureau; provided, that the rating bureau
shall not be required to keep such records of those
insurers which are not members thereof.
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Section W3C. Any variation of any company or
other insurer from the schedule of rates established
by a bureau shall be uniform in its application to all
of the risks in the class for which the variation is
made, and unless otherwise provided herein no such
uniform variation shall be made unless and until it
shall have been filed with the bureau and approved
by the commissioner, at least fifteen days before
such uniform variation is in effect.
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Section W3D. The insurance companies, other
insurers and rating bureaus subject to this act shall
furnish, upon request of the commissioner and with-
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out charge, all reports and information which he
shall consider necessary, relevant or desirable for
the proper discharge of all duties imposed by this
act upon such commissioner. Such information
shall be furnished in such form and in such manner
and at such times as the commissioner may from
time to time direct.
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Section 103E. No company or other insurer
transacting business in this commonwealth shall
enter into any agreement for the purpose of making,
establishing or controlling rates regulated by this
act except in accordance with the provisions hereof.
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Section 103F. The commissioner and any mem-
ber of the bureau shall have access at all times to
all records, correspondence, files, reports, books of
account, agreements, and any and all other records
and information in the possession of any rating
bureau. Every bureau shall give to the assured,
without cost, any and all information requested by
him pertaining to his risk.
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Section 103G. No rate, premium charge, schedule,
rating methods, rule, by-law, agreement or regula-
tion shall become effective or shall be charged, applied
or enforced in this commonwealth by any rating
bureau, insurance company, or other insurer subject
to the provisions of this act until it shall have been
first filed with and approved by the commissioner
as adequate, reasonable and non-discriminatory.
No company or other insurer effecting insurance
against the risks set forth in section one hundred
and three of this act, nor any rating bureau, shall
fix or charge any rate for insurance upon property
or goods in this commonwealth which discriminates
unfairly between risks in the application of like
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charges and credits, or which discriminates unfairly
between risks of essentially the same hazards and
having substantially the same degree of protection.
The commissioner is hereby empowered to investi-
gate, at least once each five years or oftener, either
upon his own motion or at the request of any citizen
of this commonwealth, the necessity for a revision
of the rates then in effect upon the classes of risks
set forth in section one hundred and three of this
act. If upon such investigation it appears to the
satisfaction of the commissioner that the rates
charged in this commonwealth for the five years
next preceding are producing a profit in excess of
what is reasonable, he shall order such a reduction
of rates as will, in his opinion, produce a fair and
reasonable profit only. Any such reduction ordered
by the commissioner shall be promulgated by the
bureaus subject to this act and shall be applied by
the companies. In determining the question of
rates and profits the commissioner shall give proper
and reasonable consideration to the loss experience
and to the conflagration liability, both within and
without the commonwealth, and shall also take into
consideration the acquisition cost, including any
allowance in the rates for commissions paid to
agents, and the administration expense of such
companies and all earnings and income from all
sources of such companies. He shall also consider
whether or not the underwriting activities of such
companies are conducted upon a reasonably econom-
ical basis, and whether or not their investments have
been and are being made in a safe and reasonable
manner; it being the intention of this section to
provide that the buyers of insurance in this com-
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I

monwealth shall not be charged rates which reflect
an unreasonably high acquisition cost, or extrava-
gant methods of management or underwriting, or
unsafe or speculative investment of funds. The
commissioner is also empowered to and must, after
investigation, order the removal of any discrimina-
tion existing between individual risks, classes of
risks or territorial classifications.
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Section 103H. The commissioner is hereby em-
powered, at his discretion, to investigate, either
upon his own motion or at the request of any citizen
of this commonwealth, any complaint filed with him
in writing concerning any rate, premium charge,
schedule, rating method, rule or regulation affecting
any risk specified in section one hundred and three
of this act.
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Section 1031. In the conduct of any examination,
investigation or hearing under this act, the com-
missioner shall have power to compel the attendance
of any person by subpoena, to administer oaths and
to examine any person under oath concerning the
business, conduct or affairs of any rating bureau,
insurance company or other insurer, or any other
person, subject to the provisions of this act, and in
connection therewith to require the production of
any books, records or papers relevant to the inquiry.
If a person subpoenaed to attend such inquiry fails
to obey the command of the subpoena without
reasonable excuse, or if a person in attendance upon
such inquiry shall, without reasonable cause, refuse
to be sworn or to be examined or to answer a ques-
tion or to produce a book or paper when ordered to
do so by the commissioner, then the commissioner
may invoke the aid of any court of competent juris-
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diction in requiring the attendance and testimony of
witnesses and the production of accounts, records
and memoranda, and any such court may, in case
of refusal to obey a subpoena issued to any person,
issue an order requiring the person to appear before
the commissioner or produce accounts, records and
memoranda as so ordered, or to give evidence touch-
ing any matter pertinent to any complaint or the
subject of any inquiry or investigation, and any fail-
ure to obey such order of the court shall be punished
by the court as a contempt thereof.

185
186
187
188
189
190
191
192
193
194
195

Section 103 J. The commissioner shall have power
to examine any rating bureau and all companies and
other insurers subject to the provisions of this act
as often as he deems it expedient to do so and to
require such rating bureaus and all companies and
other insurers to keep and furnish such records and
information as will disclose accurately their loss
experience in this commonwealth. A copy of the
report of such examination shall be filed as a public
record in the office of the commissioner. Such
examination shall be made at the expense of the
bureau, company or other insurer examined.
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Section 103K. The commissioner may, in his dis-

cretion, suspend or revoke the license of any insur-
ance company or other insurer failing to abide by
any final order made by him.
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Section 103L. All laws or parts of laws in conflict
herewith are hereby repealed.
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Section 103M. If any section, subdivision, para-
graph, sentence or clause of this act is, for any
reason, held invalid or to be unconstitutional, such
decision shall not affect the remaining portion of
this act or any section or part thereof.
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