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Executive Department

State House, Boston, July 10, 1968.

To the Honorable Senate and Home of Representatives:

In accordance with the provisions of Article LVI of the amend-
ments to the Constitution, I am returning, herewith, House Bill
No. 4820 entitled “An Act establishing a fraudulent claims hoard,
requiring reports of accidents to be made thereto, providing for
competitive rates for motor vehicle liability insurance and re-
quiring compulsory insurance coverage for damages caused by
uninsured motorists”.

Each year since 1966 I have submitted to you automobile in-
surance reform programs which were designed to reduce insurance
costs to our safedriving motorists. House Bill No. 4820 is the first
bill that has reached my desk, after three years of effort, which
would make some changes in our forty-one year old system. Al-
though this bill includes certain of my earlier proposals for insur-
ance reform, some amendments will have to be made if we are to
bring about any meaningful reduction in costs. With these amend-
ments, House Bill No. 4820 represents progress in dealing with
this chronic problem of spiralling costs, and would provide a founda-
tion for further improvements.

I am submitting these amendments because of my firm belief
that safe drivers should no longer have to subsidize those with
heavy accident involvement. Our goal is clear and simple rate
reduction. We must guard against our purpose being obscured by
the technicalities and complexities of the automobile insurance
laws.

Section 2 of House Bill No. 4820 purports to establish a com-
petitive rate-making procedure for compulsory insurance. The
Commissioner of Insurance unequivocally states that this goal
will not be accomplished by Section 2 of the bill in the form which
you sent to me.

Cl)e Commontoealtij of Massachusetts
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Under Section 2 of the bill, as now written, the Commissioner
of Insurance would continue to establish classifications of risks and
premium charges to be used by all companies as he does today.
This represents no change from present law. The bill would allow
companies to deviate from these charges, with the approval of the
Commissioner, but they would not be able to establish their own
risk classification schedules. If the Commissioner were to approve
a decrease in rate for a particular company, that company would
have to make the reduction uniformly available to all persons
within the applicable state-wide risk classification. With a fixed
classification structure our insurance companies will continue to be
discouraged from sharpening their pencils, applying sound busi-
ness judgment and coming up with a price structure more closely
geared to drivers paying a fair premium.

What does this mean? It means that the Commissioner of In-
surance will still determine an industry-wide, monolithic risk
classification and rate structure, and take the initiative for rate
competition away from the companies. It means that if a com-
pany wished to establish its own risk classification for persons
with good driving records, and give those persons lower rates, it
could not do so.

Accordingly, I recommend that the bill be amended by striking
out Section 2 and inserting in place thereof a new Section 2 as in-
dicated by Appendix A of this message. This would require each
company to set their own rates and classifications of risks, subject
to the approval of the Commissioner. All initial business judg-
ments would be made by the companies themselves. There would
be no industry wide rate set by the Commissioner as a starting
point in the pricing of compulsory insurance. Each company
could establish its own risk classifications in accordance with busi-
ness judgments traditional to our free enterprise system.

I also recommend, as a companion measure to the foregoing
amendment, that Section 4 of House Bill No. 4820 be amended in
accordance with Appendix B of this message in order to bring that
section into technical conformity with the fact that the Commis-
sioner would be approving, rather than establishing rates.

I further recommend that Section 1 of House Bill No. 4820 be
amended in accordance with the measure which I have attached
hereto and designated Appendix C. Section 1 as presently written
only allows the Fraudulent Claims Board to investigate claims
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filed “against” companies. Claims are not filed against companies
in the vast majority of cases but rather against the persons whom
they insure. In order to be technically accurate, Section 1 should be
amended to allow the Fraudulent Claims Board to investigate any
claims filed “with” companies. Appendix C will accomplish this.

With these amendments House Bill No. 4820 will bring meaning-
ful relief to our safe driving motorists. I most strongly urge that
you give these recommendations your immediate attention and
approval.

Respectfully submitted,

JOHN A. VOLPE,
Governor of the Commonwealth.
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House Bill No. 4820 is hereby amended by striking out section 2
and inserting in place thereof the following section:

Section 2. Chapter 175 of the General Laws is hereby amended
by striking out section 1138 and inserting in place thereof the
following:

Section 11SB. Every insurance company authorized to issue
motor vehicle liability insurance policies or bonds, both as defined
in section thirty-four A of chapter ninety, shall file with the com-
missioner of insurance, or, if it is a member or subscriber to a rat-
ing organization licensed by the commissioner to file rates in con-
nection with automobile insurance, authorize such rating organiza-
tion to file with said commissioner on its behalf, its classifications
of risks and premium charges relating thereto and subsequently
proposed classifications or premiums which shall not take effect until
approved by the commissioner as not excessive, inadequate or un-
fairly discriminatory for the risks to which they respectively apply.
Every rate filing presented to the commissioner shall be accom-
panied by the information upon which the insurer or rating or-
ganization supports such filing including past and prospective loss
experience within the commonwealth, dividends, savings or un-
absorbed premium deposits allowed or returned to policyholders,
past and prospective expenses both countrywide and those specially
applicable to this commonwealth, a reasonable margin for under-
writing profit and any other relative factors within and outside
this commonwealth. Risks may be grouped by classifications, in-
cluding classifications based on accident involvement, for estab-
lishing rates and minimum premiums. Classification rates may be
modified, with the approval of the commissioner, to produce rates
for individual risks in accordance with rating plans which establish
standards for measuring variation in hazards or expenses, or both.
Such standards may measure any differences among risks that can
be demonstrated to have a probable effect upon losses or expenses.

Every member or subscriber of a rating organization shall adhere
to the filings submitted on its behalf to the commissioner except
that any such insurer may make written application to the com-

Appendix A.
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missioner for approval of a uniform percentage decrease to be
applied to a specific classification that the commissioner finds to
be a proper rating unit for the application of such uniform per-
centage decrease. Every application for uniform percentage de-
crease shall specify the basis for the modification and shall be
accompanied by the data upon which the applicant relies. A copy
of the application and data shall be sent simultaneously to the in-
terested rating organization. The commissioner shall set a time
and place for a hearing at which the applicant, the rating organiza-
tion or any other interested party may be heard and shall give the
applicant and rating organization not less than ten days written
notice thereof. If the commissioner is advised by the rating or-
ganization that it does not wish to be heard and no other party
notifies the commissioner of its desire to be heard, the commis-
sioner may, with the consent of the applicant, waive such hearing.
The commissioner shall issue an order permitting the modification
to be filed if he finds it to be justified and it shall thereupon be-
come effective for the period specified by the commissioner unless
sooner terminated.

Every mutual company and every participating stock company
issuing or executing motor vehicle liability insurance policies or
bonds, both as defined in section thirty-four A of chapter ninety,
shall constitute such policies or bonds as a separate class ot busi-
ness for the purpose of paying dividends. Any dividends on such
policies or bonds shall be declared on the profits of the company
from said class of business.

The commissioner may make, and, at any time alter or amend,
reasonable rules and regulations to facilitate the operation of this
section and enforce the classifications and premium charges ap-
proved by him, and to govern hearings, investigations and ex-
aminations of rating organizations and insurance companies under
this section.

He may at any time require any company or rating organization
to file with him such data, statistics, schedules or other information
as may require to determine whether classifications of risks are
reasonable and whether rates and premiums related to such classifi-
cations are reasonable, adequate, just and nondiscriminatory.

Any person, company or rating organization aggrieved by any
action, order, finding or decision of the commissioner under this
section may, within twenty days from such action, order, finding
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or decision, file a petition in the supreme judicial court for the
county of Suffolk for a review of such action, order, finding or de-
cision. An order of notice returnable not later than seven days
from the filing of such petition shall forthwith issue and be served
upon the commissioner. Within ten days after the return of said
order of notice, the petition shall be assigned for a speedy and sum-
mary hearing on the merits. The action, order, finding or decision
of the commissioner shall remain in full force and effect pending
the final decision of the court unless the court or a justice thereof
after notice to the commissioner shall by a special order otherwise
direct. The court shall have jurisdiction in equity to modify,
amend, annul, reverse or affirm such action, order, finding or de-
cision, shall review all questions or fact and of law involved therein
and may make any appropriate order or decree. The decision of
the court shall be final and conclusive on the parties. The court
may make such order as to costs as it deems equitable. The court
shall make such rules or orders as it deems proper governing pro-
ceeding under this section to secure prompt and speedy hearings
and to expedite final decisions thereon.
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Section 4 of House Bill No. 4820 is hereby amended by striking
the word “established” out of the fourth sentence of the first para-
graph of section 113 H of chapter 175 of the Laws, as ap-
pearing in said section 4, and inserting in place thereof the fol-
lowing word: approved.

Appendix B.
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Section 1 of House Bill No. 4820 is hereby amended by striking
the word “against” out of the second paragraph of section 8B of
chapter 26 of the General Laws, as appearing in said section 1, and
inserting in place thereof the following word: with; and is
hereby further amended by striking the word “against” out of the
first sentence of the third paragraph of said section 88, as appear-
ing in said section 1, and inserting in place thereof the following
word: with.

Appendix C.


