
HOUSE No. 3215
By Mr. Marzilli of Arlington, petition of J. James Marzilli Jr., and

other members of the General Court for legislation to establish a
community reinvestment plan by insurance companies for small
businesses in the Commonwealth. Insurance.

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

An Act creating an insurance community reinvestment act.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 SECTION 1. The General Laws are hereby amended by
2 inserting, after Section 4 of chapter 175, the following new
3 section 4A. Section 1: Insurance Companies which do business
4 in the Commonwealth shall have a continuing and affirmative
5 obligation to invest in the small businesses and low-and-moderate
6 income communities of the Commonwealth. This obligation may
7 be met in part through either direct loans or through Authorized
8 Investments designated by the Commissioner of Insurance shall
9 designate as “Authorized Investments”: I) permanent financing

10 for low-and-moderate income rental and cooperative housing
11 developments, 2) the loan funds and investments in not-for-profit
12 intermediaries and community development corporations which
13 in turn lend to or invest in Massachusetts development,
14 3) securities backed by Massachusetts loans, 4) bonds issued by
15 Commonwealth of Massachusetts agencies, 5) loans, funds and
16 investment for deleading residential properties in the Common-
-17 wealth. These Authorized Investments shall satisfy the
18 reinvestment responsibilites of this Act if these investments are
19 determined to serve the investment needs of small businesses and
20 low- and moderate-income communities in Massachusetts. These
21 Authorized Investments must be determined to be consistent with
22 the safe and sound operation of the insurance companies by the
23 Commissioner of Insurance.
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1 SECTION 2. Definitions. Low- and Moderate-Income
2 Communities: For purposes of this Act, this shall refer to those
3 communities where the majority of the individuals or families
4 have incomes which do not exceed eighty per cent of the median
5 income for the area, with adjustments for smaller and larger
6 families, as such median shall be determined from time to time
7 by the Secretary of Housing and Urban Development pursuant
8 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
14 of Housing and Urban Development pursuant to 42 U.S.C.
15 1437a(b)(l).
16 Small Businesses: For purposes of this Act, small businesses are
17 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”, a quasi-

-20 public nonprofit corporation organized under the General Laws
21 to carry out certain public purposes and with by-laws providing
22 that;
23 (1) it is organized to operate within a specified geographic area
24 coincident with existing political boundaries;
25 (2) that membership in the corporation shall be open to all
26 residents of said area who are eighteen years or older;
27 (3) that at least a majority of its board of directors shall be
28 elected by the full membership with each member having an equal
29 vote;
30 (4) that the by-laws of the Community Development
31 Corporation shall provide that any other directors be either
32 appointees of elected state or local government officials or
33 appointees of other nonprofit organizations having as a purpose
34 the promotion of development in the designated geographic area;
35 (5) that said elections shall be held annually for at least one-
-36 third of the members of the board of directors so that each elected
37 director shall serve for a term of at least three years;
38 (6) that the designated geographic area shall be consistent with
39 some existing, or combination of existing, political district,



31994] HOUSE -No. 3215

40 provided that the aggregate population of such geographic area
41 shall not exceed one hundred and fifteen thousand people based
42 on the most recent appropriate census.
43 Not For Profit Intermediaries: For purposes of this Act, not
44 for profit intermediaries are those 501 (c)3 tax-exempt organi-
-45 zations which package loans and administer loan funds for
46 economic and housing development in low and moderate income
47 communities.

1 SECTION 3. The board of directors of each insurance
2 company which does business in the Commonwealth shall
3 annually adopt a Statement of Community Reinvestment that
4 describes its efforts to meet the investment needs of low- and-
-5 moderate-income communities and small business in the
6 Commonwealth. Copies of the statement shall be publicly
7 available at all locations in the Commonwealth where the
8 company does business or where business is 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 ofany responses that the insurance company makes to these
5 comments. This file will also contain a copy ofthe two most recent
6 Reinvestment Reports, listing the company’s investments in the
7 Commonwealth. This file shall be available to the public for
8 review upon request.
9 A file containing the above information shall be available at

10 each office of the insurance company in the Commonwealth.

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

1 SECTION 6. Insurance companies shall file annually with the
2 Commissioner of Insurance a Reinvestment Report which
3 discloses by county and census tract (or by county in rural areas
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4 without census tracts) the number of policies sold and dollar
5 amounts of premiums collected in the Commonwealth for each
6 line of insurance during the previous year. Each company will
7 disclose the type, number, and dollar amount of all other
8 investments including (but not limited to) government
9 obligations, corporate bonds and equities, and open market

10 paper. The data shall be further itemized according to the number
11 and dollar amount of commercial, consumer and housing loans
12 involving applicants grouped according to income level, racial
13 characteristics, and gender. In addition, each company will
14 disclose all investments made which specifically meet the
15 investment needs of small businesses and low- and-moderate
16 income communties. The Commissioner of Insurance shall have
17 the power to require such disclosure as is necessary to evalute the
18 reinvestment performance of insurance companies to enforce
19 compliance with this Act.
20 This data must be disclosed for each calendar year and shall
21 be publicly available at the insurance company by March thirty-
-22 first of each year. Copies of this information must be provided
23 upon request. A reasonable fee may be charged for the cost of
24 copying.

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

1 SECTION 8. 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
5 investments in small businesses, community development
6 corporations and not for profit intermediaries consistent with the
7 safe and sound operation of such institutions.
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1 SECTION 9. When examining insurance companies, the
2 Division of Insurance shall prepare a written evaluation of such
3 insurance companies’ records of performance in meeting the
4 investment needs of its entire community, including low and
5 moderate income neighborhoods, which shall be open to public
6 inspection 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,

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 10. Any community organization that has a
2 complaint about the reinvestment performance of an insurance
3 company can request and shall receive a public hearing on their
4 complaint. The public hearing will be conducted by the
5 Commissioner of Insurance, shall be attended by the insurance
6 company in question, and must be held at a time and place
7 convenient for the public.

1 SECTION 11. The Commissioner of Insurance, with confir-
-2 mation by the Legislature, shall appoint a seven-member
3 Insurance Reinvestment Oversight Committee, with a majority of
4 the members representing low- and-moderate income commun-
-5 ities and small businesses, and with the remaining representatives
6 from the insurance industry. The Oversight Committee shall meet
7 no less than once a quarter and shall monitor implementation of
8 this Act and the results of any Reinvestment.
9 Hearings. The Oversight Committee shall present an annual

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