
SENATE No. 1774

Senate, May 26, 1977.

The committee on Insurance, to whom was referred the petition
(accompanied by bill, House, No. 6027) of Raymond M. LaFontaine,
Daniel J. Foley and others (members of the House) relative to
rates charged for motor vehicle insurance, reports the accompany-
ing bill (Senate, No. 1774).

For the Committee,

DANIEL J. FOLEY

o>hf (Hommmtuiralll) of fHaasadmnrtls
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In the Year One Thousand Nine Hundred and Seventy-seven.

An Act relative to the rates charged for motor vehicle
INSURANCE.

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

1 Section 1. Section 172 of Chapter 6of the General Laws is
2 hereby amended by adding the following paragraph:
3 Notwithstanding the provisions of this section, the dissemina-
-4 tion of information relative to a person’s conviction of auto-
-5 mobile law violations as defined by Section 1 of Chapiter 90C
6 of the General Laws, or information relative to a person’s
7 charge of operating a motor vehicle while under the influence
8 of intoxicating liquor which resulted in his assignment to a
9 driver alcohol program as described in Section 24D of Chap-

-10 ter 90 of the General Laws, shall not be prohibited where such
11 dissemination is made, directly or indirectly, by the Motor
12 Vehicle Insurance Merit Rating Board, established pursuant
13 to Section 183 of Chapter 6, to an insurance company doing
14 motor vehicle insurance business in the Commonwealth, or to
15 such insurance company’s agents, independent contractors or
16 insurance policyholders exclusively for motor vehicle insur-
-17 ance purposes. 4

1 Section 2. Section 183 of Chapter 6of the General Laws
2 is hereby amended by striking out the second sentence of the
3 second paragraph and inserting in place thereof the follow-
-4 ing sentence: —Such records and data disseminated by such
5 plan shall be used exclusively for motor vehicle insurance
6 purposes.

(The (£nmnumuu'aUh of ilaaaarljUßPtlH

Whereas, The deferred operation of this act would tend to de-|
feat its purpose, which is to further regulate the rates for motor
vehicle insurance, therefore it is hereby declared to be an emer-
gency law, necessary for the immediate preservation of the public
safety.
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1 Section 3. Section 1131 1 of Chapter 175 of the General
2 Laws as most recently amended by Chapter 266 of the Acts of
3 1976 is hereby amended by striking out said section and in-
-4 serting in place thereof the following section:
5 Section 113H. Insurance companies undertaking to issue
6 motor vehicle liability policies or bonds, both as defined in sec-
-7 tion thirty-four A of chapter ninety, shall cooperate in the
8 preparation and submission of a plan for the fair and equitable
9 apportionment among such insurance companies of premiums,

10 losses or expenses, or any combination thereof. Such a plan
11 shall include ait least the coverages required by sections thirty-
-12 four A and thirty-four O of chapiter ninety and, at the option
13 of the applicant the additional coverages described in section
14 one hundred and thirteen C, except that the plan may provide
15 for the refusal of those optionally offered coverages which
16 would eliminate in whole or in part the effect of any deductible
17 provided in section thirty-four O of chapter ninety and sec-
-18 tion one hundred and thirteen O.
19 Such a plan shall be prepared and administered by a gov-
-20 eming committee appointed by the commissioner consisting of
21 six members from insurance companies participating in the
22 plan and one additional representative from a domestic insurer
23 in the commonwealth whose annual motor vehicle policy
24 premiums amount to five million dollars or less and unaffiliated
25 with any other insurance company and six members from the
26 associations of insurance producers. In the event that a com-
-27 pany represented on the committee decreases its book of auto-
-28 mobile business in the commonwealth by more than ten per-
-29 cent from the previous calendar year, as determined by the
30 commissioner, the member representing such company shall
31 cease to be a member of the committee and a new company
32 and a member thereof shall be appointed as prescribed herein.
33 Not more than one insurer in a group under the same man-
-34 agement shall serve on the committee at the same time.
35 Before becoming effective and upon any written request
36 of the commissioner on a new plan thereafter, any such plan
37 shall be filed with the commissioner who shall conduct a pub-
-38 lie hearing within thirty days to determine whether such plan
39 is consistent with public policy and meets the requirements of
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40 this section. At such hearing insurance companies and any
41 other party having a direct interest shall have an opportunity
42 to be heal'd. Unless sooner approved or disapproved in writing
43 by the commissioner, such plan shall be deemed to meet the
44 requirements of this section within thirty days after the pub-
-45 lie hearing.
46 Amendments to such plan shall be prepared and filed in the
47 same manner as herein provided with respect to the original
48 plan. Such amendments, unless sooner approved or disapproved
49 in writing by the commissioner shall be deemed to meet the
50 requirements of this section in thirty days from the date of
51 filing. The commissioner shall, prior to the disapproval of any
52 such amendments, issue a notice specifying in what respects
53 the amendments do not meet the requirements of this section
54 and fixing a date for a public hearing thereon at which in-
-55 surance companies and any other party having a direct in-
-56 terest shall have an opportunity to be heard.
57 If the commissioner shall have requested the submission of
58 a new plan or amendments to the plan and no such plan or
59 amendments have been filed and approved by the commissioner
60 within ninety days of the commissioner’s request, he may, if
61 he deems it necessary to carry out the purpose of this section,
62 after hearing, prepare and promulgate a plan meeting the
63 standards set forth herein.
64 When such plan or amendment has been approved or prom-
-65 ulgated, no insurer may thereafter issue a motor vehicle policy
66 or bond unless such insurer shall participate in such an ap-
-67 proved or promulgated plan. All insurers issuing policies
68 which are reinsured through the plan shall use the manual of
69 classifications, rules and rates, and rating plans filed by or on
70 behalf of the plan under the provisions of chapter one hundred
71 and seventy-five A. The statistical data previously and here!
72 after recorded under this section for risks reinsured in the
73 plan shall be given due consideration in developing the rates
74 for such risks reinsured in the plan. The rates filed by or on
75 behalf of the plan for risks with no accidents based on fault
76 which exceeds fifty percent or convictions of moving violations
77 of motor vehicle laws in the most recent three year period
78 shall approximate as closely as the commissioner approves as
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79 practicable the rate levels used by insurers for such risks not
80 reinsured in the plan. The plan shall also provide for the pay-
-81 ment of a commission to independent insurance agents licensed
82 by the insurer which shall be stated in the filing of rates as a
83 percentage equal to the average percentage commission paid
84 for risks not reinsured through the plan during the immediate-
-85 ly preceding calendar year to agents by companies which do
86 business through independent insurance agents pursuant to
87 the so-called American Agency System. The plan shall also
88 provide for a schedule of commissions to designated producers
89 under the plan based upon the degree of market need of the
90 applicants in the locality served by such designated producers
91 which schedule shall be uniform as respects participating com-
-92 panies.
93 The rules of such plans shall require that there be no in-
-94 crease in the percentage of policyholders reinsured by any in-
-95 surer in the plan by territory over the percentage of policy-
-96 holders reinsured in such territories in the plan as of January
97 first, nineteen hundred and seventy-six. The commissioner may
98 relieve any insurer of a part or all of its obligations under the
99 plan, if he finds that continuation of such obligations would

100 threaten the solvency of such insurer.
101 Any insurer and any other party affected may appeal to
102 the commissioner from any ruling or decision with reference
103 to the operation of such plan.
104 Such plan shall provide reasonable rules governing the fair
105 and equitable distribution of expenses and losses by reinsur-
-106 ance.
107 The rules for such plan shall require that separate statistical
108 data be recorded for risks reinsured in the plan and may pro-

-109 vide incentives and penalties to prevent abuse of such plan.
110 The rules for such plan shall also include a provision giving
111 the commissioner authority, after due hearing and investiga-

-112 tion, to order that any company he finds using px-actices which
113 have the effect of distributing risks or expenses or losses or
114 risks unfairly and inequitably on other companies or agents
115 or brokers be assigned a share of the expenses and losses of
116 said risks to insure a fair and equitable distribution.
117 Any insurer or group of insurers participating in such
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118 plan and other poison aggrieved shall be authorized to bring
a complaint to the commissioner alleging unfair or unreason-
able or improper practices by any insurer. The commissioner
shall, in all such cases, cause a proper hearing on such com-
plaint to be held and shall issue such orders as he then deems
appropriate.

119
120
121
122
123
124 If the commissioner finds after due hearing and investiga-

tion that any activities or practice of any insurer in connec-
tion with the submission or operation of such plan is unfair
or unreasonable or inconsistent with the provisions of this
section, he may issue a written order specifying in what re-
spects such activity or practice is unfair or unreasonable or
inconsistent with the provisions of this section, and requiring
the discontinuance of such activity or practice.

125
126
127
128
129
130
131
132 Any ruling, order or decision of the commissioner under au-

thority of this section shall be subject to review by appeal
to the superior court for the county of Suffolk at the instance
of any party in interest, which appeal shall be on the basis
of the record of the proceeding before the commissioner. The
court shall have jurisdiction to modify, amend, annul, review
or affirm such action, order, finding or decision, shall review
ail questions of fact and of law involved therein, and may
make any other appropriate order or decree. The court shall
determine whether the filing of the appeal shall operate as a
stay of any such order or decision of the commissioner.

133
134
135
136
137
138
139
140
141
142

1 Section 4. Notwithstanding the provisions of Section 113H
2 of Chapter 175 of the General Laws to the contrary, the rates
3 filed by or on behalf of the plan for risks with no accidents
4 based on fault which is in excess of fifty percent or convictions
5 of moving violations of motor vehicle laws in the most recent
6 three year period shall approximate as closely as practicable
7 the rates for each coverage at the 50 percentile level of rates
8 used by insurers for such risks not reinsured in the plan.
9 The plan shall file or cause to be filed on its behalf revised

10 rates conforming to the requirements of this section. Not-
-11 withstanding the provisions of Chapter 175 A to the contrary,
12 such filing shall be made as soon as practicable after this sec-
-13 tion takes effect and shall become effective as filed as of Jan-
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14 uary 1, 1977 without regard to any waiting period or action
15 of the commissioner; provided, however, that nothing con-
16 tained herein shall be construed as limiting the commissioner’s
17 authority to take apprcpria
18 such rates as put into effec
19 ments beyond those necessa
20 provisions of this section sh

ction in the event he finds that
/ the plan include other adjust-
to conform to this section. The
lease to be effective on January

i

ih

21 1,1978.

2 of Chapter 175 and every insurer or rating organization au-
-3 thorized to file on behalf of insurers pursuant to Chapter 175E
4 shall file or cause to be filed on its behalf revised motor ve-
-5 hide insurance rates to be effective January 1, 1977 for the
6 following categories:
7 1. The rates for the cities of Chelsea and Revere shall con-
-8 tain a territorial differential equivalent to the differential
9 in the current filings made for territory 13 by or on be-

10 half of the plan, insurer or rating organization to be ef-
11 fective January 1, 1977.
12 2. The combined premiums for all coverages charged to any
13 individual, after reflecting any applicable rate change
14 pursuant to this Act, shall not exceed 125% of the
15 premium which would have been charged for the same
16 or similar coverages had the rates applicable in 1976 re-
17 mained unchanged. The revised rates pursuant to this
18 section shall include only such adjustments as are neces-
19 sary to conform to this section. The revised rate filing
20 required by this section shall be made under the pro-
21 visions of the applicable rate regulatory laws. Notwith-
22 standing any provisions of such laws to the contrary,
23 such filings shall be made as soon as practicable after
24 this section takes effect and shall become effective as
25 filed as of January 1, 1977 without regard to any wait-
26 ing period or action of the commissioner; provided, how-
27 ever, that nothing herein shall be construed as limiting
28 the commissioner’s authority to take appropriate action
29 in the event he finds that such rates as put into effect by
30 any insurer, rating organization or the plan include other

1 Section 5. The plan established pursuant to Section 113H
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«

adjustments beyond those necessary to conform to this
section. The provisions of this section shall cease to be
effective on January 1,1978.

31
32
33

1 Section 6. Any insured whose motor vehicle rates are af-
-2 fected by this act shall have the option of retaining his present
3 motor vehicle insurance policy or having it canceled as of its
4 effective date and replaced by the same insurer with a motor
5 vehicle insurance policy effective as of that same date for
6 one year and written at revised rates conforming to the re-
-7 quirements of this Act, with appropriate premium return to
8 the insured. Any premium loss suffered by an insurer as a re-
-9 suit of its compliance with the provisions of this Act shall not

10 be used as a factor in calculating future motor vehicle insur-
-11 ance rates for said insurer. The commissioner is hereby au-
-12 thorized to declare any motor vehicle insurance rate for which
13 such has been considered as a factor as invalid and is hereby
14 directed to take all steps necessary to correct said rate for the
15 benefit of the insured affected by said rate.

1 Section 7. This Act shall take effect upon its passage, how-
-2 ever, the plan referred to in Section 3 of this Act shall not
3 become operative until January 1, 1978.

1 Section 8. The provisions of this Act are severable and if
2 any of its provisions shall be held unconstitutional by any
3 court of competent jurisdiction the decision of such court shall
4 not impair any of the remaining sections.


