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By Ms. Melconian, a petition (accompanied by bill, Senate, No. 2153) of Linda
J. Melconian and John P. Houston for legislation to increase competition and reduce
costs In auto Insurance. Insurance.
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In the Year One Thousand Nine Hundred and Eighty-five.

An Act to increase competition and reduce costs in auto
INSURANCE.

Be it enacted by theSenate and House ofRepresentatives in GeneralCourt
assembled, and by the authority of the same, as follows:

1 Section 1. Section 8G of chapter 26 of the GeneralLaws, in-
-2 serting by section lof chapter 775 of the acts of 1981, is hereby
3 amended by striking out the eighteenth paragraph and inser-
-4 ting in place thereof the following two paragraphs:
5 An insurer may suggest that repairs be made in a specified
6 repair shop.
7 The commissioner of insurance shall promulgate regulations
8 governing referrals of consumers to specified repair shops by
9 an insurer.

1 Section 2. Subsection (a) of section 2of chapter 62 of the
2 GeneralLaws is hereby amendedby inserting after clause (G)

3 the following clause:
4 (H) Contributions by an employer to group marketing plans
5 for automobile liability insurance pursuant to section one hun-
-6 dred and ninety-three Rof chapter one hundred and seventy-

7 five on behalf of an employee.

SENATE No. 2153

1 Section 3. Section 1138 of chapter 175 of the GeneralLaws

2 is hereby amended by inserting after paragraph twelve the

3 following paragraph:
4 In fixingand establishing classification of risk the commis-

-5 sioner shall distinguish between paid losses, incurred losses

6 and those monies placed in reserve for said incurred losses

7 in a calendar year.
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Section 4. Said chapter 175 is hereby amended by striking
out sections 182 and 183 and inserting in place thereof the
following two sections;

1
2
3

Section 182. No company, officer, agent or insurance broker
shall pay or allow, or offer to pay or allow, in connection with
placing or negotiating any policy of insurance or any annuity
or pure endowment contract or the continuance or renewal
thereof, any valuable consideration or inducement not
specified in the policy or contract, or any special favor or ad-
vantage in the dividends or other benefits to accrue thereon;
or shall give, sell or purchase or offer to give, sell or purchase,
anything of value whatsoever not specified in the policy: or
shall give, sell, negotiate, deliver, issue, or authorize to issue
or offer to give, sell, negotiate, deliver, issue or authorize to
issue any policy of workmen’s compensation insurance at a

rate different from that fixed, established or approved by the
commissioner. No such company, officer, agent or broker shall
at any time pay or allow, or offer to pay or allow, any rebate
ofpremium paid or payable on any policy of insurance or any
annuity or pure endowment contract. Nothing in this chapter
shallprevent any company, officer or agent thereofor any in-
surance broker frompaying or allowing or offering to pay or
allow, any rebate of premium in connection with any motor
vehicle liability bond or any motor vehicle liability policy as
defined in section thirty-four A of chapter ninety. Nothing in
this chapter shall prevent any life company from making sup-
plemental agreements, not specified in the policy, which give
the policy owner or insured the right to borrow money from
the life company in connection with a student loan insurance
program, pursuant to United States PublicLaw 89-329, or pur-
suant to any similar federal statute; provided, however, that
such loans are to be made, issued, assumed or guaranteedby
the United States of America or any instrumentality thereof,
or by any state of the United States.
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Section 183. No person shall receive or accept from any com-

pany or officer or agent thereof, or any insurance broker, or

any otherperson, any suchrebate ofpremium paid or payable
on the policy or contract, or any special favor or advantage

in the dividends or other benefits to accrue thereon, or any
valuable consideration or inducement not specified in the
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policy or contract or any policy of workmen’s compensation
insurance at a rate different from that fixed, established or
approved by the commissioner. Nothing in this chapter shall
prevent any person from receiving or accepting from any com-
pany or officer or agent thereof or any insurance broker, any
rebate of premium paid or payable on any motor vehicle
liability bond or any motor vehicle liability policy. Such rebate
for a premium charged for any motor vehicle liability bond
or any motor vehicle policy as defined in section thirty-four
A of chapter ninety shall not result in a dollar amount that ex-
ceeds a deviation of five percentage points from the indicated
expense premium authorized by the commissioner of in-
surance in fixing and establishing the rates pursuant to section
one hundred and thirteenB. No person shall be excused from
testifying, or from producing any books, papers, contracts,
agreements or documents at the trial of any other person
charged with violating any provision of this and the preceding
section, on the ground that such testimony or evidence may
tend to incriminate himself; but no person shallbe prosecuted
for any act concerning which he shall be compelled so to testify
or produce evidence, documentary or otherwise, except for
perjury committed in so testifying.

Section 5. Chapter 175 is hereby amended by striking out
section 193 R and inserting in place thereof the following sec-
tion;

Section 193R. The following words, as used in this section,
shall, unless the context otherwise requires, have the follow-
ing meanings:

“Association member”, “Group marketing plan”, “Mass
merchandising” or “Mass merchandising plan”, any system,
design or plan whereby motor vehicles or homeowner in-
surance is afforded to employees of an employer, or to
members of a tradeunion, association, or organization and to
which the employer, trade union, association or organization
has agreed to or in any wayaffiliateditself with, assisted, en-
couraged or participated in the sale of such insurance to
employees or members through a payroll deduction plan or
otherwise.

“Homeowner insurance”, any policy insuring individuals
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against any, some or all of the risks of loss to personal dwell-
ings or the contents thereof or the personal liability pertain-
ing thereto.

18
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“Motor vehicle insurance”, any policy of insurance or bond
as definedin section thirty-four A of chapter ninety described
in this chapter insuring private passenger vehicles for
individuals.
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No insurer or person, firm or corporation on behalf of any
insurer, shall issue or make, or offer to issue or make, any cer-
tificate or policy of motor vehicle or homeowner insurance to
any person in the commonwealth pursuant to a group
marketing plan except in accordance with the terms and con-
ditions of this section.
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The commissioner shall make and at any time may alter or
amendreasonable rules andregulations regarding insurance
issued pursuant to a group marketing plan; provided;
however, that insurance issued pursuant to a group marketing
plan shall be cedable and the experience of each group plan,
both voluntary and ceded, shall be used in determining a com-
pany’s losses and experience in accordance with the attribu-
tionrules established under the provisions of section one hun-
dred and thirteen H.
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The rules and regulations made by the commissioner shall

require (1) that every individual employee or association
member having a proper insurable interest shall be entitled
to participate in the group plan; (2) that every individual
employee or association member participating in the group
plan be given an option to continue coverage by a standard
policy of the same type offered by the insurer to persons not
eligible for a group plan for at least one additional year upon

termination of employment or membership; (3) that there
shall be no compulsion for an employee or association member
to participate in the plan; (4) that no member or the group
shall be subject to any rating differential or other classifica-
tiontechnique or policy form designed to make it less desirable
for him as an individual to purchase insurance through the

group than it would be to purchase it from the regular in-
dividualmarket and each member of the group must be issued
an individual policy of the same form varying only as to the
amounts of insurance and limits of liability requested by the
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member; (5) thatan insurer, employer, trade union, associa-
tionor organization not cancel any insurance of an individual
member of the group except for nonpayment of premium,
fraud or unless the insurance for the entire group is cancell-
ed, but an insurer may cancel the motor vehicle insurance of
an individual member for loss of registration or operators
license by the individual member where such loss is for a
period of one year or more; (6) that to qualify to write the
group marketing plan herein defined the insurer must also be
actively engaged in the business of writing the types of
coverage offered for insureds other than such groups and may
not be organized solely or principally for the purpose of fur-
nishing coverage to such groups; (7) that such employer, trade
union, association or organization shall consist of no less than
twenty-five members, at least fifteen of whom are residents
of the commonwealth.
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Rates for such policies shall be fixed and established in ac-
cordance with the provisions of this chapter, chapter one hun-
dredand seventy-four A or chapter one hundred and seventy-
five A applicable to the type of insurance provided, except that
in addition to the applicable provisions of said chapter every
insurer providing insurance in accordance with this section
shall keep and maintain separate data on the losses and ex-
penses of each employer, trade union, association or organiza-
tion so insured and shall not be allowed to offerany such in-
sured a modification of the rates so fixed and established for
all such insured until and unless data on such losses and ex-
penses for at least three policy years shows, to the satisfac-
tion of the commissioner, that such modification is in fact
justified. For the purposes of this section deviations approv-
ed during the first three years of a group marketing plan by
the commissioner based on direct reductions in expenses
resulting from the group marketing technique shall be permit-
ted. Every mutual company providing insurance in accor-
dance with this section shall constitute each group marketing
plan which has been in effect three policy years as a separate
class ofbusiness for the purpose of paying dividends andany
dividends on such plan shall be declared on the profits of the
company from said class of business.
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Employers, including the commonwealth or any agency or87



[Apr. 1985.]SENATE - No. 2153.6

98
99

100
101
102
103
104
105
106
107
108
109
110
11l
112
113
114
115
116
117
118
119
120
121
122

political subdivision thereof, may make payroll deductions to
pay in whole or in part for premiums on any coverages pur-
chased by employees pursuant to a plan authorized by this sec-
tion. Beginning on January 1, 1986, the state treasurer shall
make available to all employees of the commonwealtha plan
of group automobile insurancepursuant to this section and the
state treasurer or the common paymaster, as defined in sec-
tionone hundredand thirty-three, shall deduct from the salar
of each employee who elects to participate in suchplan such
amount of insurance premiums as may be certified to him on
the payroll, less any applicable employer contribution, and
transmit the sum so deducted to the insurer. Beginning on
January 1, 1985, the common paymaster or the treasurer of
each county and municipality, as defined in said section one
hundred and thirty-three, shall make available to all
employees of such county or municipality a plan of group
automobile insurance pursuant to this section and said
treasurer or common paymaster shall deductfrom the salary
of each employee who elects to participate in suchplan such
amount of insurancepremiums as may be certified to him on
the payroll, less any applicable employer contribution, and
transmit the sum so deducted to the Insurer. Any employer
contribution to such group automobile insurance premium
shall be excludable from the gross income of an employee pur-
suant to section two (a) (a) (H) of chapter sixty-two.

Section 6. The regulations required under the provisions of
section one shall be promulgated within six months of the ef-
fective date of this act.
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