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By Mr. Cohen of Newton, petition of David B. Cohen and other
members of the House for legislation to establish an insurance com-
munity reinvestment program in the Commonwealth. Insurance.

jc Commontoealtfi of iflafifiactjusetts!

In the Year One Thousand Nine Hundred and Ninety-Five.

An Act creating an insurance community reinvestment act.

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

1 SECTION 1. The General Laws are hereby amended by
2 inserting, after Section 4 of Chapter 175, the following new
3 Section 4A:
4 Section 1. Insurance companies which do business in the
5 Commonwealth shall have a continuing and affirmative obligation
6 to invest in the small businesses and low-and moderate-income
7 communities of the Commonwealth. This obligation may be met

8 in part either through direct loans or through Authorized
9 Investments. The Commissioner of Insurance shall designate as

10 “Authorized Investments”; 1) permanent financing for low-and-
-11 moderate-income rental, ownership and cooperative housing
12 developments, 2) the loan funds and investments in not-for-profit
13 organizations which in turn lend to or invest in Massachusetts
14 development, 3) securities backed by Massachusetts loans, 4) bonds
15 issued by Commonwealth of Massachusetts agencies, 5) loan funds
16 and investment for deleading residential properties in the Common-
-17 wealth. These Authorized Investments shall satisfy the reinvestment
18 responsibilities of this act if these investments are determined
19 to serve the investment needs of small businesses and low- and
20 moderate-income communities in Massachusetts. These Authorized
21 Investments must be determined to be consistent with the safe and

22 sound operation of the insurance companies by the Commissioner
23 of Insurance.
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2 Low-and Moderate-Income Communities: For purposes of this
3 Act, this shall refer to those communities where the majority of
4 the individuals or families have incomes which do not exceed
5 eighty per centum of the median income for the area, with adjust-
-6 ments for smaller and larger families, as such median shall be
7 determined from time to time by the Secretary of Housing and
8 Urban Development pursuant to 42 U.S.C. 1437a(b)(l).
9 Low-and Moderate-Income: For purposes of this Act, this shall

10 refer to those individuals or families which have incomes which
11 do not exceed eighty per centum of the median income for the
12 area, with adjustments for smaller and larger families, as such
13 median shall be determined from time to time by the Secretary of
14 Housing and Urban Development pursuant to 42 U.S.C.
15 1437a(b)(l).
16 Small Businesses: For purposes of this Act, small businesses
17 are defined as those with annual sales of less than $lO million and
18 who employ residents of the Commonwealth.
19 Community Development Corporation or “CDC”: For purposes
20 of this Act, a CDC is defined as a nonprofit corporation as defined
21 in Chapter 40, Section Fof the Massachusetts General Laws.
22 Not-For-Profit Intermediaries: For purposes of this Act, not-for-
-23 profit intermediaries are those 501 (c)3 tax exempt organizations
24 which package loans and administer loan funds for economic and
25 housing development in low- and moderate-income communities.
26 Foreign Insurers: For purposes of this act, the term “foreign
27 insurers” are those insurers or reinsurers other than those orga-
-28 nized under the laws of any State or Canada and other than the
29 United States branch of a foreign insurer.

1 SECTION 3. The board of directors of each insurance company
2 which does business in the Commonwealth shall annually adopt a
3 Statement of Community Reinvestment that describes its efforts to
4 meet the investment needs of low-and moderate-income commu-
-5 nities and small businesses in the Commonwealth. Copies of the
6 statement shall be publicly available at all locations in the
7 Commonwealth where the company does business or where busi-
-8 ness is done on their behalf.

1 SECTION 2. Definitions;
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2 SECTION 4. Each insurance company shall maintain a file of
3 any written comments submitted by the public over the past two
4 years on its reinvestment performance. This file shall also contain
5 copies of any responses that the insurance company makes to
6 these comments. This file will also contain a copy of the two most
7 recent Reinvestment Reports, listing the company’s investments
8 in the Commonwealth. This file shall be available to the public
9 for review upon request.

10 A file containing the above information shall be available at
each office of the insurance company in the Commonwealth.

2 SECTION 5. Each insurance company shall post a notice at
3 each office where the company does business or where business is
4 done on their behalf in the Commonwealth Reinvestment; where
5 to send comments about the institution’s reinvestment perfor-
-6 mance; where to review the file of comments on the institution’s
7 reinvestment performance; and how to file a complaint or request

a hearing from the Division of Insurance.

2 SECTION 6. In fixing and establishing premium charges,
3 every insurance company selling property and casualty insurance
4 in the Commonwealth, including the Massachusetts Property
5 Insurance Underwriting Association, is required to provide appro-
-6 priate percentage reductions for policies written to those home-
-7 owners who meet one or more of the following criteria or other
8 criteria as defined by the Commissioner of Insurance which des-
-9 ignate homeowners as a lower risk: non-smoking; living in homes

10 protected by security systems; participating in neighborhood
11 crime watches; participating in neighborhood or homeowner
12 safety programs; or participating in home maintenance programs.
13 The Commissioner of Insurance shall develop regulations setting
14 the appropriate percentage reductions in premium charges for
15 qualified homeowners based on the number of criteria met and
15 anticipated loss recovery, and consistent with safe and sound

practices of the industry.

2 SECTION 7. Insurance companies licensed by the State of
3 Massachusetts shall file annually with the Commissioner of
4 Insurance a Reinvestment Report which discloses by county and
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5 census tract (or by county in rural areas without census tracts) the
6 following information: the number of policies sold and dollar
7 amounts of premiums collected in the Commonwealth for each
8 line of insurance during the previous year; the number of claims
9 and the dollar amount of claims paid for each line of insurance;

10 the number and dollar amount of policies for each line of insur-
-11 ance which the insurer received a completed application; the
12 number and dollar amount of policies for each line of insurance
13 for which the insurer received an application and which were not
14 issue; the number and the dollar amount for each line of insurance
15 for which the insurer received a completed application for
16 renewal; the number and dollar amount for each line of insurance
17 which were renewed and which were not renewed; and the
18 number and dollar amount for each line of insurance which were
19 cancelled by the insurer. Each company will disclose the number
20 of agents of such insurer whose principal place of business is
21 located in each census tract or county; whether each agent is an
22 employee, independent contractor working exclusively for such
23 insurer, or an independent contractor working on a nonexclusive
24 basis; and the number of agents of such insurer whose principal
25 place of business was located in each census tract or county but
26 was relocated outside that area or whose agency was terminated.
27 With respect to insurance and applications for which informa-
-28 tion is required to be maintained and made available under the
29 previous section, the following information shall be maintained
30 and made available for each policy and each completed applica-
-31 tion: the census tract or county for which such insurance is issued
32 or requested, the insurer who issued such insurance or to whom
33 the application was made; the date of issuance of such insurance;
34 the line, subline, or class of such insurance; the amount of cov-
-35 erage provided under such insurance and any applicable
36 deductibles; the amount of premiums for such insurance; the dura-
-37 tions of such insurance; the gender and racial characteristics of the
38 applicants for such insurance; and whether such insurance was
39 issued in a voluntary or residual market. Each company will dis-
-40 close the date of and specific reasons for denying an application
41 for insurance or for canceling or not renewing a policy in force.
42 For claims made with respect to property insurance, each com-
-43 pany will disclose for each line of insurance in a census tract or
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44 county the market value of the property insured and type and use
45 of the property insured, which types and uses shall include: prop-
-46 erties consisting of 1 to 4 dwelling units; properties consisting of
47 more than 4 dwelling units; owner-occupied properties; rental
48 properties; and vacant properties. Each company will disclose the
49 standards and criteria used in underwriting each line of insurance.
50 Each insurance company licensed by the State of
51 Massachusetts will disclose by county and census tract the type,
52 number, and dollar amount of all loans, including (but not limited
53 to) commercial, housing, and consumer loans. Each company will
54 disclose the type, number, and dollar amount of all other invest-
-55 ments including (but not limited to) government obligations, cor-
-56 porate bonds and equities, and open market paper. The data shall
57 be further itemized according to the number and dollar amount of
58 commercial, consumer and housing loans involving applicants
59 grouped according to income level, racial characteristics, and
60 gender. In addition, each company will disclose all investments
61 made which specifically meet the investment needs of small busi-
-62 nesses and low-and moderate-income communities. The Commis-
-63 sioner of Insurance shall have the power to require such disclosure
64 as is necessary to evaluate the reinvestment performance of insur-
-65 ance companies to enforce compliance with this Act.
66 This data must be disclosed for each calendar year and shall be
67 publicly available at the insurance company by March 31 of each
68 year. Copies of this information must be provided upon request. A
69 reasonable fee may be charged for the cost of copying.

1 SECTION 8. Foreign insurers, as a requirement for conducting
2 business in the Commonwealth of Massachusetts, must apply with
3 the Commissioner to obtain a license to serve as a direct insurer
4 or reinsurer. The application will include financial statements,
5 value of assets and liabilities, and capital reserves. This informa-
-6 tion will be examined by the Commissioner to determine whether
7 such insurers are operating within an acceptable level of safety
8 and soundness and with adequate capitalization. An applicant
9 found to meet minimum standards of financial responsibility,

10 integrity, and general fitness, established by the Commissioner,
11 will be granted a license to operate as an insurer in the

12 Commonwealth. An applicant denied a license to operate may
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13 appeal the decision within thirty days to superior court. Certified
14 foreign insurers will be required for each calendar year, to dis-
-15 close, by county and census tract, information about the type,
16 number, and dollar amount of insurance policies sold in the
17 Commonwealth .

1 SECTION 9. Two copies of the Reinvestment Reports shall be
2 filed with the Division of Insurance by March 31 of each year and
3 shall be available to the public. The Division of Insurance will
4 maintain organized files of the disclosure information available to
5 the public in its main office. The Division of Insurance shall make
6 the information available to the public for review and copying at
7 their office during normal business hours.

1 SECTION 10. The Division of Insurance shall use its authority
2 when examining insurance companies to require such institutions
3 to invest in economic and housing development in low- and
4 moderate-income communities including but not limited to invest-
-5 ments in small businesses, community development corporations
6 and not-for-profit intermediaries consistent with the safe and
7 sound operation of such institutions. The Division of Insurance
8 shall develop investment requirement regulations which account
9 for differences in insurance company products and investment

10 capacity and are consistent with safety and soundness require-
-11 ments. The Insurance Commissioner shall provide at least a one-
-12 month period for the public to comment on proposed regulations
13 before submitting final regulations.

1 SECTION 11. When examining insurance companies the
2 Division of Insurance shall prepare a written evaluation of such
3 insurance companies record of performance in meeting the invest-
-4 ment needs of its entire community, including low and moderate
5 income neighborhoods, which shall be open to public inspection
6 upon request. Said written evaluation shall:
7 (1) State the commissioner’s conclusions on how the company
8 met its obligations under this section and the facts supporting such
9 conclusions; and,
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10 (2) Contain the companies descriptive rating and a statement
11 describing the basis for the rating. The rating referred to in the
12 preceding sentence shall be one of the following;
13 (a) “Outstanding record of meeting community credit needs”,
14 (b) “Satisfactory record of meeting community credit needs”,
15 (c) “Needs to improve record of meeting community credit
16 needs,” or
17 (d) “Substantial noncompliance in meeting community credit
18 needs”.

1 SECTION 12. The Commissioner shall use the community per-
-2 formance rating as well as other relevant findings regarding the
3 underwriting and investment patterns of insurance companies to
4 determine whether companies are meeting their public obligation.
5 The Commissioner shall make this determination a significant
6 factor in deciding whether to grant or renew a company’s license
7 to operate. If the Commissioner shall find that a company has
8 failed to meet its public obligations, this determination shall be
9 grounds for cease and desist order, fines, or suspension or revoca-

-10 tion of the license of the company, as determined by the
11 Commissioner.
12 Any community organization that has a complaint about the
13 reinvestment performance of an insurance company can request
14 and shall receive a public hearing on their complaint if it is
15 deemed not frivolous by the Commissioner. The public hearing
16 will be conducted by the Commissioner of Insurance, shall be
17 attended by the insurance company in question, and must be held
18 at a time and place convenient for the public.
19 The Commissioner of Insurance shall have subpoena power at
20 these hearings, and shall have the power to solicit testimony and
21 evidence. Within 30 days of the end of the hearing the
22 Commissioner of Insurance shall issue a finding. A (c) or (d)
23 rating shall be grounds for a cease and desist order, fines, or sus-
-24 pension or revocation of the license of the company, as deter-
-25 mined by the Commissioner.

1 SECTION 13. The Commissioner of Insurance, with confirma-
-2 tion by the Legislature, shall appoint a seven-member Insurance
3 Reinvestment Oversight Committee, with a majority of the mem-

-4 bers representing low- and moderate-income communities and
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5 small businesses, and with the remaining representatives from the
6 insurance industry. The Oversight Committee shall meet no less
7 than once a quarter and shall monitor implementation of this Act
8 and the results of any Reinvestment Hearings. The Oversight
9 Committee shall present an annual report to the Legislature on the

10 implementation of this Act. This report will include an analysis of
11 lending and investments disclosed by the insurance industry; the
12 lending which reached the low- and moderate-income communi-
-13 ties and small businesses of the Commonwealth; the reinvestment
14 ratings of the insurance companies doing business in the
15 Commonwealth; and the results of any Reinvestment Hearings.
16 This report shall be prepared by the staff of the Division of
17 Insurance at the direction of the Oversight Committee, and ratified
18 by the Committee.
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