
HOUSE No. 2467

REPORT OF THE COMMITTEE ON INSURANCE
ON THE INITIATIVE PETITION OF HAROLD
W. CANAVAN AND OTHERS FOR THE PAS-
SAGE OF “AN ACT PROVIDING THAT
CLASSIFICATIONS OF RISKS AND PREMIUM
CHARGES UNDER THE COMPULSORY
MOTOR VEHICLE LIABILITY INSURANCE
LAW SHALL BE UNIFORM THROUGHOUT
THE COMMONWEALTH” (SEE HOUSE, NO.
2138).

Majority Report.

In accordance with the provision of Article XLVIII
of the Amendments to the Constitution, we, the under-
signed, being a majority of the members of the Com-
mittee on Insurance, to which was referred the initiative
petition relative to “An Act providing that Classifica-
tions of Risks and Premium Charges under the Com-
pulsory Motor Vehicle Liability Insurance Law shall be
Uniform throughout the Commonwealth,” have heard
representatives of the petitioners and all parties in inter-
est that desire to be heard, have given the measure care-
ful consideration, and report and recommend that in our
opinion the measure ought to pass. Our reasons for this
recommendation are as follows:

1. The present law is detrimental and prejudicial with
respect to the citizens of portions of our Commonwealth,
and it is imperative that it be changed. The Commis-
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sioner of Insurance under the existing law is charged
with the promulgation of insurance rates which “shall
be fair, reasonable and non-discriminatory.” It has
been the interpretation of those who have held the high
office of Commissioner of Insurance to fix the rates in
accordance with zones or territories throughout the
State. The rate in each territory is measured, accord-
ing to the Commissioner, by theory, the cost of accidents
involving automobiles garaged in such territory or zone.
We submit that that interpretation has led to discrim-
ination by one section of the Commonwealth against
another.

2. The majority of your Committee feels that no per-
son should be penalized merely because he happens to
live in a certain community, and we feel that the adoption
of this amendment would put an end to the practice of
“playing one part of the Commonwealth against the
other.”

3. The majority of your Committee feels that since
every motorist has an equal opportunity to use any
street or highway throughout our Commonwealth, it
would be more equitable to distribute the losses through-
out the Commonwealth as a unit rather than to do it by
smaller units or territories, as now done.

We feel that it is inequitable that a person living on

one side of a street in Boston be required to pay $50.10
for his statutory insurance, while a person living across
the street from him in the town of Milton should pay
only $24.20 for his statutory insurance coverage.

We submit that every one in Massachusetts should
pay the same cost for his statutory automobile coverage,

and not have as widely divergent amounts of cost, as
$53.70 for Chelsea, $56.30 for Revere, as compared with
$16.20 for Pittsfield.

While it is true that a uniform rate would vary each
year in direct proportion to the amount of losses incurred
in the previous base year, for the purposes of comparison
it is fair to say that a uniform rate state-wide for com-
pulsory automobile liability coverage, would average $3O.
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It will be noted that the higher insurance costs are in
cities where there is more traffic and higher congestion.
This traffic problem is caused by outsiders coming through
those communities, and not just by those living there.
The outsiders, however, come through these high-rated
communities only occasionally, and therefore have only
temporary exposure, whereas the residents are con-
stantly exposed to the risk of accidents because of the
highly congested highways. We feel that those who for
their own convenience use the roads in high-rated terri-
tories, and thereby increase the exposure for permanent
residents, should be perfectly willing to bear equally the
costs arising out of automobile accidents throughout the
Commonwealth.

For the reasons above and because your Committee
feels that none of us should be penalized or discriminated
against merely because one happens to live in a certain
community, we recommend the enactment of House,
No. 2138.

JOSEPH A. MELLEY

MEYER PRESSMAN
PHILIP A. CHAPMAN.
A. JOHN SERINO.
HAROLD A. PALMER.
LOUIS K. NATHANSON.
LOUIS H. GLASER.

JEREMIAH J. SULLIVAN
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Minority Report.

We, the undersigned, dissent from the report of the
majority, and recommend that House, No. 2138 be re-
jected. We advocate keeping our present system of es-
tablishing rates for compulsory automobile liability in-
surance in Massachusetts for the following reasons:

1. The Commissioner of Insurance represents the pub-
lic, and by statute he, not the insurance companies, es-
tablishes the rates for compulsory automobile liability
insurance. l

2. These rates must meet the standards of being ade-
quate, just, reasonable and non-discriminatory. 2

3. The present system rewards communities where the
accident record of car owners is good. The insurance
rate for a city or town is not based upon the number or
cost of accidents occurring in that city or town, but is
based upon the cost resulting from accidents caused by
operators of cars garaged in that city or town. For ex-
ample, the operator of a car garaged in Fitchburg collides
with a car garaged in Fall River, and the accident occurs
in the city of Boston. No part of the cost resulting from
that accident is charged to Boston, but is charged to
either Fitchburg or Fall River, depending upon which
driver was at fault.

Thus, if car owners in any locality become more careful
in the operation of their cars, so that less damage results
from accidents caused by them, the rate for that city or
town will decrease, and, conversely, if their accident
record becomes worse, the rate will increase. This, we

General Laws, chapter 175, section 1138.
* General Laws, chapter 175, section USB. These standards adopted for the protection of

the public by the Legislature have been interpreted by the Insurance Commissionersas fol-
lows: "Adequate” means the rates must bo sufficient to produce enough revenue to pay all
of the incurred losses and expenses. “Just” means that the rates must be based on sound
principles as developed by custom and experience. ''Reasonable"means the rates must not
be more than adequate. “Non-disoriminatory' ’ means the rates must be equitably adjusted

and proportioned as between the different classes of risks in accordance with thecosts of the
claims caused by them.
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believe, is an equitable system of merit rating and con-
sequently recommend its retention.

4. By far the greater majority of car owners would
pay more for their automobile insurance if this initiative
petition were enacted. The proposed uniform rate for
compulsory liability insurance for private passenger cars
would probably be more than $3O. There are very few
cities and towns whose rate is in excess of this $3O, and
the car owners in these localities would be the only ones
to pay less for their insurance because of a uniform rate.
In all the other cities and towns throughout the rest of
the State, car owners would have to pay more for their
insurance than they do now. It must be emphasized that
when we speak of rates we refer only to compulsory auto-
mobile liability insurance, and not to an individual’s total
insurance bill, which most likely includes many other
insurance coverages for his automobile, such as extra
territorial, guest, property damage, excess limits and
medical.

5. We do not believe a uniform rate would be beneficial
even to the high rate areas, for the simple reason that it
would undoubtedly be more difficult for them to obtain
insurance. If experience and statistics show that in order
to pay for the cost of accidents caused by automobiles in
a certain area it is necessary that each car owner pay a
premium of fifty dollars, but because of the uniform rate
only thirty dollars could be charged, it cannot be ex-
pected that any one is going to be overanxious to furnish
insurance for that particular locality because the rate
would be grossly inadequate.

6. It is fundamental that as a matter of justice the
motor vehicles causing the greater proportion of losses
should be chargeable with a higher rate. Experience has
shown that cars principally garaged in Boston, Chelsea
and Revere cause proportionately greater losses than do
cars garaged in any other city or town in the State.

It is not fair or just to compel a person living in a com-
munity which at present has a low rate, to pay almost
twice as much for his automobile insurance than ex-
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perience and statistics show is his share of the cost of
the accidents caused by the cars garaged in his locality.
This is particularly true when one considers that the
only reason for seeking a change in the present rating
system is that car owners in the higher rated territories,
like Boston, Revere and Chelsea, want to get their auto-
mobile insurance cheaper at the expense of the more care-
ful car owners in the lower-rated territories.

7. Under a state-wide uniform rate, safe driving by car
owners residing in a city or town would have little or no
effect on the automobile insurance rate for that locality.
Car owners therefore would be deprived of any appreciable
decrease in rates resulting from safety programs, and
would have no dollars and cents incentive as individuals
to drive more carefully.

8. Our Supreme Judicial Court has held that the pres-
ent system of fixing compulsory automobile rates is rea-
sonable and legal. 1

9. We are in favor of the present system of establishing
rates on the ground that it is a sound insurance practice
which has developed gradually in Massachusetts based
on twenty-three years of study and experience data. This
system is in effect in every State in the country and
should be retained here.

We recommend that House, No. 2138, be rejected

Respectfully submitted,

RICHARD I. FURBUSH.
HENRY M. DUGGAN.
FRANK D. MCCARTHY.
MAURICE E. FITZGERALD.
JOHN S. WHITTEMORE.
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In the Year One Thousand Nine Hundred and Fifty.

An Act providing that classifications of risks and

PREMIUM CHARGES UNDER THE COMPULSORY MOTOR

VEHICLE LIABILITY INSURANCE LAW SHALL BE UNI-

FORM THROUGHOUT THE COMMONWEALTH.

Be it enacted by the People, and by their authority as

follows:
1 Section 1138 of chapter 175 of the General Laws
2 (Tercentenary Edition), as most recently amended
3 by section 4 of chapter 459 of the acts of 1935, is
4 hereby further amended by striking out the first sen-
-5 tence and inserting in place thereof the following:
6 The Commissioner shall, annually on or before Sep-
-7 tember fifteenth, after due hearing and investigation,
8 fix and establish fair and reasonable classifications of
9 risks and adequate, just, reasonable and non-dis-

-10 criminatory premium charges to be used and charged
11 by companies in connection with the issue or execu-
-12 tion of motor vehicle liability policies or bonds, both
13 as defined in section thirty-four A of chapter ninety,
14 for the ensuing calendar year or any part thereof, but
15 said classifications and premium charges shall be uni-

-16 form throughout the commonwealth and shall not be
17 fixed or established according to districts or zones.

PROPOSED LEGISLATION.
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