
SENATE No. 676
By Mr. Pacheco, a petition (accompanied by bill. Senate, No. 676) of

Marc R. Pacheco, David B. Cohen, W. Paul White, Warren E. Tolman
and Thomas M. Petrolati for legislation to provide for investments by
insurance companies in low and moderate income communities.
Insurance.

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

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. Chapter 175 of the General Laws is hereby
2 amended by inserting after section 4C the following section:—
3 Section 4D. Insurance companies which do business in the
4 commonwealth shall have a continuing and affirmative obligation
5 to invest in the small businesses and low-and-moderate-income
6 communities of the commonwealth. This obligation may be met in
7 part either through direct loans or through Community
8 Investments. The commissioner of insurance shall designate the
9 following as Community Investments: (1) Permanent financing

10 for low-and-moderate-income rental, ownership and cooperative
11 housing developments; (2) the loan funds and investments in not-

-12 for-profit intermediaries, community development corporations,
13 and other non-profit organizations, which in turn lend to or invest
14 in Massachusetts development; (3) securities backed by
15 Massachusetts affordable mortgage loans including but not limited
16 to the Soft Second Mortgage loan program; (4) bonds issued by
17 agencies of the commonwealth; (5) loan funds and investment for
18 deleading residential properties in the commonwealth; (6) invest-
-19 ments in businesses located within “economic targeted areas” or a
20 federally designated enterprise community or an enhanced enter-
-21 prise community; and (7) other investments that further the pur-
-22 poses of this Act, as designated by the commissioner of insurance.
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23 These Community Investments shall satisfy the reinvestment
24 responsibilities of this act, if these investments are determined to
25 serve the investment needs of small businesses or low-and mod-
-26 erate-income communities or low- and moderate-income people in
27 Massachusetts. These Community Investments must be deter-
-28 mined to be consistent with the safe and sound operation of the
29 insurance companies by the Commissioner of Insurance.

1 SECTION 2. Definitions:
2 “Low-and-Moderate-Income Communities”, for purposes of
3 this Act, this shall refer to those communities where the majority
4 of 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)( 1).
9 “Low-and Moderate-Income”, for purposes of this Act, this

10 shall refer to those individuals or families which have incomes
11 which do not exceed eighty per centum of the median income for
12 the 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 pur-

-20 poses of this Act, a CDC is defined as a nonprofit corporation as
21 defined in Chapter 40F of the General Laws.
22 “Not For Profit Intermediaries”, For purposes of this Act, not
23 for profit intermediaries are those 501 (c)3 tax exempt organiza-
-24 tions which package loans and administer loan funds for economic
25 and housing development in low and moderate income communi-
-26 ties for low and moderate income households.
27 “Foreign Insurers”, for purposes of this act, term “foreign
28 insurers” are those insurers or reinsurers other than those orga-
-29 nized under the laws of any State or Canada and other than the
30 United States branch of a foreign insurer.
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1 SECTION 3. The board of directors of each insurance com-
-2 pany that does business in the commonwealth shall annually adopt
3 a Community Reinvestment Act Statement that describes those
4 community investments made by the company in the common-
-5 wealth in the previous 12 months, and shall also include informa-
-6 tion on investments held at the end of the prior year in the
7 commonwealth. The Community Reinvestment Statement shall
8 also include information about investments made across the
9 country that further the purposes of this act. Copies of the state-

-10 ment shall be publicly available at all locations in the common-
-11 wealth where the company does business or where business is
12 done on their behalf.

1 SECTION 4. Each insurance company shall maintain a file of
2 any written comments submitted by the public over the past two
3 years on its reinvestment performance. This file shall also contain
4 copies of any responses that the insurance company has made to
5 these comments. This file will also contain a copy of the two most
6 recent Disclosure Reports, listing the company’s investments in
7 the commonwealth.
8 A file containing the above information shall be available at
9 each office of the insurance company in the commonwealth and

10 where business is done on its behalf

1 SECTION 5. Each insurance company shall post a notice at
2 each office where the company does business or where business is
3 done on its behalf in the commonwealth; informing consumers
4 where to send comments about the institution’s investment perfor-
-5 mance; where to review the file of comments on the institution’s
6 investment performance; and how to file a complaint or request a
7 hearing from the Division of Insurance,

1 SECTION 6. Life Insurance companies licensed by the State of
2 Massachusetts shall file annually with the Commissioner of
3 Insurance a Disclosure Report which discloses by county and
4 census tract (or by county in rural areas without census tracts) the
5 following information: The number of policies sold and dollar
6 amounts of premiums collected in the commonwealth for each
7 line of life insurance during the previous year. Each company will
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8 disclose the number of agents of such insurer whose principal
9 place of business is located in each census tract or county;

10 whether each agent is an employee, independent contractor
11 working exclusively for such insurer, or an independent contractor
12 working on a nonexclusive basis; and the number of agents of
13 such insurer whose principal place of business was located in each
14 census tract or county but was relocated outside that area or
15 whose agency was terminated during the previous 12 months.
16 With respect to insurance and applications for which informa-
-17 tion is required to be maintained and made available under this
18 section, the following information shall be maintained and made
19 available for each policy: The census tract or county for which
20 such insurance is issued or requested, the insurer who issued such
21 insurance or to whom the application was made; the date of
22 issuance of such insurance; the line, subline, or class of such
23 insurance; the amount of coverage provided under such insurance
24 and any applicable deductibles; the amount of premiums for such
25 insurance; the durations of such insurance; the gender and racial
26 characteristics of the applicants for such insurance; and whether
27 such insurance was issued in a voluntary or residual market.

1 SECTION 7. Each insurance company licensed by the com-
2 monwealth shall disclose in the Disclosure Report referred to in
3 Section 6, which discloses by county and census tract, the type,
4 number, and dollar amount of all loans, including (but not limited
5 to) commercial, housing, and consumer loans. Each company will
6 disclose the type, number, and dollar amount of all other invest-
7 merits including (but not limited to) government obligations, cor-
-8 porate bonds and equities, and open market paper. The data shall
9 be further itemized according to the number and dollar amount of

10 commercial, consumer and housing loans involving applicants
11 grouped according to income level, racial characteristics, and
12 gender. In addition, each company will disclose all investments
13 made which specifically meet the investment needs of small busi-
-14 nesses and low-and-moderate-income communities. The
15 Commissioner of Insurance shall have the power to require such
16 disclosure as is necessary to evaluate the investment performance

of insurance companies to enforce compliance with this Act
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18 This data must be disclosed for each calendar year and shall be
19 publicly available at the insurance company by March 31 of each
20 year. Copies of this information must be provided upon request. A
21 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 or
4 reinsurer. The application will include financial statements, value
5 of assets and liabilities, and capital reserves.
6 This information will be examined by the Commissioner to
7 determine whether such insurers are operating within an accept-
-8 able level of safety and soundness and with adequate capitaliza-
-9 tion. An applicant found to meet minimum standards of financial

10 responsibility, integrity, and general fitness, established by the
11 Commissioner, will be granted a license to operate as an insurer in
12 the commonwealth. An applicant denied a license to operate may
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 com-
-17 monwealth.

1 SECTION 9. Two copies of the Disclosure Report 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. When exercising its authority to examine insur-
-2 ance companies and to review insurance company applications,
3 the Commissioner shall review and consider the company’s com-
-4 munity investment performance.

1 SECTION 11. The Commissioner shall, within 120 days of the
2 enactment of this Act,produce a report that reviews all of the
3 Commissioner’s regulations to ensure that no such regulations
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4 inadvertently and inappropriately discourage Community
5 Investments, as defined in Section 1. Such a review shall examine
6 those regulations modeled after National Association of Insurance
7 Commissioners recommendations, as well as other regulations
8 adopted by the Commissioner. The Commissioner’s report shall
9 provide a list of recommendations for regulatory and statutory

10 changes that are necessary to eliminate inappropriate disincen-
-11 lives.

1 SECTION 12. 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 be prepared at least
7 once every 24 months and shall:
8 (1) State the Commissioner’s conclusions on how the company
9 met its obligations under this section and the facts supporting such

10 conclusions; and,
11 (2) Contain the companies descriptive rating and a statement
12 describing the basis for the rating. The rating referred to in the
13 preceding sentence shall be one of the following:
14 (a) “Outstanding record of meeting community credit needs”
15 (b) “High Satisfactory record of meeting community credit
16 needs”
17 (c) “Low Satisfactory record of meeting community credit
18 needs”
19 (d) “Needs to improve record of meeting community credit
20 needs”
21 (e) “Substantial noncompliance in meeting community credit
22 needs”.

1 SECTION 13. The Commissioner shall use the community
2 performance rating as well as other relevant finding 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

operate and other decisions made by the Commissioner. If the
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8 Commissioner shall find that a company has failed to meet its
9 public obligations, this determination shall be grounds for cease

10 and desist order, fines, or suspension or revocation of the license
11 of the company, as determined by the Commissioner.
12 Any community organization or individual that has a complaint
13 about the investment performance of an insurance company can
14 request and shall receive a public hearing on their complaint if it
15 is 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 “Needs to
23 Improve” or “Substantial Noncompliance” rating shall be grounds
24 for a cease and desist order, fines, or suspension or revocation of
25 the license of the company, as determined by the Commissioner.

1 SECTION 14. The Commissioner of Insurance, one member
2 representing the Joint Committee on Insurance, one member rep-
-3 resenting the Attorney General’s Office shall appoint a nine-
-4 member Insurance Reinvestment Oversight Committee, with at
5 least five members representing low-and-moderate-income com-
-6 munities, small businesses, and the remaining representatives
7 from the insurance industry. The Oversight Committee shall meet
8 no less than once a quarter and shall monitor implementation of
9 this Act and the results of any investment hearings. The Oversight

10 Committee shall present an annua! report to the Legislature on the
11 implementation of this Act. This report will included an analysis
12 of lending and investments disclosed by the insurance industry;
13 the lending which reached the low-and-moderate-income commu-

-14 nities and small businesses of the commonwealth; the reinvest-
-15 ment ratings of the insurance companies doing business in the
16 commonwealth; and the results of any investment hearings. This
17 report shall be prepared by the staff of the Division of Insurance
18 at the direction of the Oversight Committee, and ratified by the
19 Committee.
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1 SECTION 15. The Commissioner shall, within 180 days of the
2 enactment of this Act, adopt regulations necessary to implement
3 this Act, while being consistent with safety and soundness
4 requirements.
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