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By Mr. Mann of Newton, petition of the Massachusetts Association of Independent
Insurance Agents and Brokers, Inc., and Theodore D. Mann for legislation to define
certain unfair claim settlement practices by insurers and providing penalties there-
for. Insurance.

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

An Act defining certain unfair claim settlement prac-
tices BY INSURERS AND PROVIDING PENALTIES THEREFOR.

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

1 Chapter 175 of the General Laws is hereby further amended
2 by adding at the end thereof the following new section:
3 Unfair claim practices by insurers; penalties. No insurance
4 company doing business in this commonwealth shall engage in
5 unfair settlement practices. Any of the following acts by an
6 insurance company, if committed without just cause and per-
-7 formed with such frequency as to indicate a general business
8 practice, shall constitute such unfair claim practices;
9 a. knowingly misrepresenting to claimants pertinent facts

10 or policy provisions relating to coverages at issue;
11 b. failing to acknowledge with reasonable promptness per-
-12 tinent communications with respect to claims arising
13 under its policies;
14 c. failing to adopt and implement reasonable standards for

the prompt investigation of claims arising under its
■916 policies;

17 d. not attempting in good faith to effectuate prompt, fair
18 and equitable settlements of claims submitted in which
19 liability has become reasonably clear; or
20 e. compelling policyholders to institute actions at law to
21 recover amounts due under its policies by offering sub-
-22 stantially less than the amounts ultimately recovered in
23 actions so brought.
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nmissioner may upon his own initiative or upon
of any person aggrieved by any such practice call a
on twenty-one days written notice to any insurance
ffected. Such hearing shall be governed by the pro-
chapter thirty A of the general laws affecting adjudi-
ceedings and the commissioner shall make a finding
such hearing as to whether or not an insurance
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company has engaged in any of the aforesaid unfair da |i)
settlement practices. Each instance of non-compliance with IM
provisions of this section may be treated as a separate violation
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or the purpose of the penalties set forth herein. Evidence as to34
35 numbers and types of complaints to the commissioner against

an insurance company and the commissioner’s complaint exper-
ience with other companies writing similar lines of insurance
shall be admissible in evidence at any such hearings but no
insurance company shall be deemed in violation of this section
solely by reason of the numbers and types of such complaints.
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41 Upon a finding that an insurance company has engaged in

unfair claim settlement practices as specified herein, the com-
missioner may impose a fine of not more than one thousand
dollars for each violation or if the violation is one described in
subparagraphs (d) or (e) above, may in place of a fine, order
the insurance company to add interest at the prime rate to any
amount it would otherwise have been liable to pay to a
claimant from the date he finds liability had become reason-
ably clear.
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