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EXECUTIVE DEPARTMENT
STATE HOUSE, BOSTON, September 20, 1971.

To the HonorableSenate and House ofRepresentatives:

In accordance with the provisions of Article LVI of the
Amendments to the Constitution, I am returning, herewith, House
Bill No, 6080 entitled “AN ACT DIRECTING THE COMMIS-
SIONER OF INSURANCE TO REQUIRE ALL INSURANCE
COMPANIES WRITING AUTOMOBILE INSURANCE TO FILE
DATA SHOWING THE AMOUNT OF PROFIT MADE ON ALL
LINES OF AUTOMOBILE INSURANCE INCLUDING PROFITS
FROM INVESTMENT INCOME AND FURTHER DIRECTING THE
COMMISSIONER OF INSURANCE TO CONDUCT A PUBLIC
HEARING RELATIVE TO EARNINGS MADE ON COMPULSORY
MOTOR VEHICLE INSURANCE AND PROVIDING FOR A RE-
BATE OR RATE REDUCTION TO POLICYHOLDERS OF CER-
TAIN EARNINGS AND REQUIRING COMPANIES TO WITH-
HOLD FUNDS FOR THIS PURPOSE.”

Last month I announced a series of steps to guarantee that the
people would share in the apparent windfall of millions of dollars in
unexpected savings for insurance companies brought about by our
new no-fault law.

I pointed out then that there were legal obstacles to a rebate and
that the insurance industry could be expected to challenge any
attempt to force a return of excess profits. I also stated we had
sought and found a more certain approach in legislation I then filed
enabling the Insurance Commissioner to consider any such windfall
in one year when he computes rates for a following year.

Today I have before me a bill enacted by the Legislature which
contains not only the provisions I recommended as more certain
legally but also provisions advanced by legislative leaders calling for
rebates. I fear an insurance company court challenge to the Act
might succeed not only in knocking out the rebate provisions but in
an overthrow of the entire Act. The people would be the losers
should insurance companies succeed in any such test of the Act. To
strengthen the people’s case, if an insurance company challenge
materializes, I am returning the bill to the Legislature with a
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recommendation that a severability clause be added to it and that
certain provisions be clarified. Acceptance of this recommendation
by the Legislature will put us in the strongest possible position to
bring about public sharing in the great success no-fault is proving to
be.

1 have every hope that motorists will share in the windfall no-fault
is apparently going to produce by rebate, by credit, or by rate
reduction. As your Governor however I feel I must take every
reasonable step I can to assure that no technicality prevents this
factually fair and equitable sharing in unexpected success of no-fault.

I therefore recommend tne bill be amended as follows:
By striking out the first paragraph of section two and inserting in

place thereof the following three paragraphs;
The commissioner of insurance is hereby authorized and directed

to hold a public hearing on or before November fifteenth, nineteen
hundred and seventy-one, relative to the earnings realized or to be
realized by insurance companies from compulsory motor vehicle
liability insurance policies or bonds issued or executed in the
commonwealth for the year nineteen hundred and seventy-one. If
the commissioner determines from such hearings that said earnings
either have or may result in an unfair profit to said insurance
companies, he shall direct such insurance companies to set sufficient
funds aside as a special reserve, in an amount determined by him to
be adequate to assure the availability of funds to provide for a fair
and reasonable sharing of such profits by the policholders.

If the commissioner is able finally to determine, prior to
December first, nineteen hundred and seventy-one, the extent of any
such unfair profit, he shall direct the aforesaid insurance companies,
under a schedule determined by him, to return to its policyholders
for the year nineteen hundred and seventy-one such share of such
profits as he determines is fair and reasonable, said returns to be
made either by payment to such policyholders or as an identified
credit on policies or bonds issued to such policyholders in the year
nineteen hundred and seventy-two.

Should the commissioner be unable finally to determine the
extent of any such unfair profit from the information available to
him prior to December first, nineteen hundred and seventy-one, he
shall fix and establish premium charges for the calendar year 1972
under the provisions of section 1 138 of chapter 175 of the General
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Laws, as amended by section IA of this act, provided, however, such
rates shall be provisional. He shall thereafter hold another public
hearing at a time in the year 1972 selected by him when adequate
information relating to the earnings realized by insurance companies
from compulsory motor vehicle liability insurance policies issued in
the year 1972 becomes available. The commissioner shall then finally
determine the extent of any such unfair profit and shall finally
determine whether the premium charges established by him pro-
visionally for the calendar year 1972 meet the standards set forth in
said section 1138, as amended by said section 1A of this act. After
making said findings, he shall either direct the aforesaid insurance
companies to return to their policyholders for the year 1971 such
share of such profits as he determines fair and reasonable, or he shall
adjust, if necessary, and set finally the premium charges under said
section 1138 as amended by said section 1A of this act. The
commissioner shall give appropriate credit to any insurance company
that has paid a dividend or otherwise voluntarily returned profits on
compulsory motor vehicle liability insurance policies or bonds issued
or executed by it within the commonwealth for the year nineteen
hundred and seventy-one. The commissioner may direct that the
insurance companies use all or part of the special reserve fund either
to make payment of said returns or to offset income loss on policies
issued in nineteen hundred and seventy-two because of any rate
reduction authorized under the provisions of this act. Failure of the
insurance companies to return the amounts as so determined by the
commissioner shall be sufficient cause for him to revoke the right of
the company to do business in the commonwealth after December
thirty-first, nineteen hundred and seventy-one.;

And by inserting at the end thereof the following new section:
SECTION 3. The provisions of this act are severable and if any
provision shall be held unconstitutional by any court of competent
jurisdiction, the decisions of such court shall not affect or impair any
of the remaining provisions.

Respectfully submitted,

FRANCIS W. SARGENT,
Governor of the Commonwealth.




