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House of Representatives

General Assembly File No. 318

January Session, 2009 Substitute House Bill No. 6444

House of Representatives, March 30, 2009

The Committee on Insurance and Real Estate reported through
REP. FONTANA, S. of the 87th Dist.,, Chairperson of the
Committee on the part of the House, that the substitute bill
ought to pass.

AN ACT CONCERNING AUTOMOBILE INSURANCE.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. Section 38a-686 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2009):

The following standards, methods and criteria shall apply to the
making and use of rates pertaining to personal risk insurance:

(@) Rates shall not be excessive, inadequate or unfairly
discriminatory.

(1) A rate in a competitive market is not excessive. A rate in a
noncompetitive market including a rate for insurance provided
pursuant to sections 38a-328, 38a-329 and 38a-670 is excessive if it is

unreasonably high for the insurance provided.

(2) No rate shall be held inadequate unless (A) it is unreasonably

low for the insurance provided, and (B) continued use of it would
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endanger solvency of the insurer, or unless (C) such rate is
unreasonably low for the insurance provided and the use of such rate
by the insurer using same has, or, if continued will have, the effect of

destroying competition or creating a monopoly.

(b) In determining whether rates comply with the excessiveness
standard in a noncompetitive market under subdivision (1) of
subsection (a) of this section, the inadequacy standard under
subdivision (2) of subsection (a) of this section and the requirement

that rates not be unfairly discriminatory, the following criteria shall

apply:

(1) Consideration may be given, to the extent possible, to past and
prospective loss experience within and outside this state, to
conflagration and catastrophe hazards, to a reasonable margin for
underwriting profit and contingencies, to past and prospective
expenses both country-wide and those specially applicable to this
state, to investment income earned or realized by insurers both from
their unearned premium and loss reserve funds, and to all other
factors, including judgment factors, deemed relevant within and
outside this state and in the case of fire insurance rates, consideration
may be given to the experience of the fire insurance business during
the most recent five-year period for which such experience is available.
Consideration may be given in the making and use of rates to
dividends, savings or unabsorbed premium deposits allowed or

returned by insurers to their policyholders, members or subscribers.

(2) (A) The systems of expense provisions included in the rates for
use by an insurer or group of insurers may differ from those of other
insurers or groups of insurers to reflect the operating methods of any
such insurer or group with respect to any kind of insurance, or with

respect to any subdivision or combination thereof.

(B) (i) With respect to private passenger nonfleet automobile

insurance, an insurer shall not allocate as flat dollar amounts to base

rates: (I) Producer commissions; (II) premium taxes; (III) underwriting

profits; or (IV) contingencies.
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(i1) With respect to private passenger nonfleet automobile insurance,

an insurer shall allocate as flat dollar amounts to base rates: (I) General

expenses, including administration and overhead costs; (II) other

acquisition costs for marketing and agent field offices; and (III)

miscellaneous taxes, licenses and fees.

(iii) Each insurer shall allocate such flat dollar amounts set forth in

subparagraph (B)(ii) of this subdivision after any classification factors

set forth in subdivisions (3) and (4) of this subsection have been

applied to base rates.

(3) Risks may be grouped by classifications for the establishment of
rates and minimum premiums, provided that with respect to private
passenger nonfleet automobile insurance, any change in territorial
classifications shall be subject to prior approval by the Insurance
Commissioner, and provided no surcharge on any motor vehicle
liability or physical damage insurance premium [may] shall be
assigned for (A) any accident involving only property damage of one
thousand dollars or less, [or] (B) the first accident involving only
property damage of more than one thousand dollars which would
otherwise result in a surcharge to the policy of the insured, within the
experience period set forth in the insurer's safe driver classification
plan, [or] (C) any violation of section 14-219 unless such violation
results in the suspension or revocation of the operator's license under
section 14-111b, [or] (D) less than three violations of section 14-218a
within any one-year period, [or] (E) any accident caused by an
operator other than the named insured, a relative residing in the
named insured's household, or a person who customarily operates the
insured vehicle, [or] (F) the first or second accident within the current
experience period in relation to which the insured was not convicted of
a moving traffic violation and was not at fault, or (G) any motor
vehicle infraction. Subparagraph (G) of this subdivision shall not be
applicable to any plan established pursuant to section 38a-329.
Classification rates may be modified to produce rates for individual
risks in accordance with rating plans [which] that provide for

recognition of variations in hazards or expense provisions or both.
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Such rating plans may include application of the judgment of the
insurer and may measure any differences among risks that can be

demonstrated to have a probable effect upon losses or expenses.

(4) Each rating plan shall establish appropriate eligibility criteria for
determining significant risks [which] that are to qualify under the plan.
Rating plans [which] that comply with the provisions of this
subdivision shall be deemed to produce rates [which] that are not

unfairly discriminatory.

(5) Notwithstanding the provisions of subdivisions (1), (3) and (4) of

this subsection or chapters 701 and 705, with respect to private

passenger nonfleet automobile insurance, an insurer shall not use an

applicant's or insured's credit history as a factor in underwriting or

rating except in accordance with this subdivision. For the purposes of

this section, "credit history" means any credit-related information

derived from or found in a credit report or credit scoring program or

provided in an application for personal risk insurance, and "financial

history measurement program" means a program that uses an

applicant's credit history to measure such applicant's risk of loss.

(A) An insurer shall file with the commissioner any financial history

measurement program it uses to underwrite or rate risks for private

passenger nonfleet automobile insurance. Such filing shall (i) include a

description of the program, (ii) identify the characteristics used in such

program from which a measurement is derived, (iii) include the rules

and procedures of such program, and (iv) include an explanation of

how such program reduces the impact of credit information and items

of public record on insurance rates over time. Such program shall not

unfairly discriminate among applicants or produce rates that are

excessive for the risk assumed.

(B) (i) An insurer that uses a financial history measurement program

shall submit to the commissioner documentation that demonstrates the

correlation between such program and the expected risk of loss, and

how such program impacts consumers (I) in urban territories, versus

consumers in nonurban territories, and (II) based on consumers' ages.
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The commissioner may request the insurer to provide a financial

history measurement for a set of test examples that reflect various

characteristics.

(ii) An insurer that uses a financial history measurement program

shall disclose to each applicant for private passenger nonfleet

automobile insurance at the time of application that the applicant's

credit history may be used in the underwriting or rating of such

applicant's policy. Such disclosure shall be in writing and shall: (I) List

the name, address, telephone number and toll-free telephone number,

if applicable, of the insurer; (II) include a statement that if credit

information is obtained or used, the insurer shall provide more

detailed information concerning how the credit information was used

to underwrite or rate the policy. Such information may be provided in

the disclosure form itself; (III) be printed in reasonably conspicuous

type; (IV) be provided by the insurer electronically, by mail or by hand

delivery; and (V) contain a summary of consumer protections set forth

in law.

(C) (i) An insurer may use a financial history measurement program

to underwrite or rate risks for new automobile insurance policies only,

except that an insured may request to be reevaluated upon renewal

through such program based on current credit history.

(ii) An insurer shall not use the following characteristics in a

financial history measurement program: (I) The number of credit

inquiries in an applicant's credit report or credit history; (II) the

applicant's purchase or financing of a specific item; (III) the applicant's

use of a particular type of credit card, debit card or charge card; (IV)

the applicant's total available line of credit; (V) any disputed credit

information while such dispute is under review by a credit reporting

company; (VI) debt incurred by the applicant from financing hospital

payvments or medical expenses; and (VII) the applicant's lack of credit

history.

(D) (i) An insurer shall not use an insured's or applicant's credit

history or a financial history measurement program if such history has
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been adversely impacted by an extraordinary life circumstance that

occurred not later then three vears before the date of application. As

used in this subparagraph, "extraordinary life circumstance" means (I)

an acute or chronic medical condition, illness, injury or disease, (1)

divorce, (III) the death of a spouse, child or parent, (IV) the involuntary

loss of employment for more than three consecutive months, (V)
identity theft, (VI) total or other loss that makes a home uninhabitable,
or (VII) other circumstances as adopted in regulations by the

commissioner, in accordance with chapter 54.

(i) An insurer may request documentation and additional

information from an applicant to verify the occurrence of the

extraordinary life circumstance. Such request shall be made in writing

on a standard form that has been approved by the commissioner. Any

such documentation or information shall be kept confidential.

(E) After an insurer's financial history measurement program has

been in effect for two years, such insurer shall submit a report to the

commissioner on the use of such program in the state. Such report

shall include information that demonstrates that such program results

in rates that are supported by the data and that are not unfairly

discriminatory, and an analysis of consumer complaints to the insurer

resulting from such insurer's use of a financial history measurement

program, such that is sufficient to identify the basis for the complaints

and any subsequent insurer action.

(c) Notwithstanding the provisions of subsections (a) and (b) of this
section, no rate shall include any adjustment designed to recover

underwriting or operating losses incurred out-of-state.

(d) (1) The commissioner [may] shall adopt regulations, in
accordance with the provisions of chapter 54, concerning rating plans

[to effectuate the provisions of this section] and any provisions that

pertain to the underwriting, classification or rating of risks for

automobile insurance in this state.

(2) Not later than January 1, 2010, the commissioner shall adopt by
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regulation, in accordance with chapter 54, the most current guidelines

and bulletins issued by the department and in effect that pertain to the

underwriting, classification or rating of risks for automobile insurance

in this state, including, but not limited to, the weight assigned to

individual territorial loss cost data and state-wide average loss cost

data for territorial classifications.

Sec. 2. Section 38a-358 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2009):

(a) The declination, cancellation or nonrenewal of a policy for
private passenger nonfleet automobile insurance is prohibited if the
declination, cancellation or nonrenewal is based: (1) On the race,
religion, nationality or ethnicity of the applicant or named insured; (2)
solely on the lawful occupation or profession of the applicant or
named insured, except that this provision shall not apply to any
insurer which limits its market to one lawful occupation or profession
or to several related lawful occupations or professions; (3) on the
principal location of the insured motor vehicle unless such decision is
for a business purpose which is not a mere pretext for unfair
discrimination; (4) solely on the age, sex or marital status of an
applicant or an insured, except that this subdivision shall not apply to
an insurer in an insurer group if one or more other insurers in the
group would not decline an application for essentially similar coverage
based upon such reasons; (5) on the fact that the applicant or named
insured previously obtained insurance coverage through a residual
market; (6) on the fact that another insurer previously declined to
insure the applicant or terminated an existing policy in which the
applicant was the named insured; [or] (7) the first or second accident
within the current experience period in relation to which the applicant
or insured was not convicted of a moving traffic violation and was not

at fault; or (8) solely on the basis of information contained in an

insured's or applicant's credit history or credit rating, or solely on the

basis of an applicant's lack of credit history. For the purposes of

subdivision (8) of this subsection, an insurer shall not be deemed to

have cancelled, nonrenewed or declined a policy if coverage is
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available through an affiliated insurer.

(b) (1) If an insurer takes an adverse action that is due at least in part

to the information contained in an insured's or applicant's credit

report, such insurer shall (A) disclose to such insured or applicant that

such adverse action was based on the credit report of such insured or

applicant, and (B) inform such insured or applicant that such insured

or applicant is entitled to a free copy of such credit report and where

such report can be obtained.

(2) An adverse action includes (A) the denial of coverage to an

insured or applicant or the offering of restricted coverage, (B) the

denial of a discounted or lower rate to an insured or applicant, (C) the

offering of a reduced discount to an insured or applicant, (D) the

offering of a higher rate, (E) the assignment of an insured or applicant

to a higher rate tier or to a higher-priced company within an insurer

eroup, or (F) any other action that adversely impacts an insured or

applicant due to the financial history measurement program.

Sec. 3. Section 38a-343 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2009):

(@) No notice of cancellation of a policy to which section 38a-342
applies [may] shall be effective unless sent, by registered or certified
mail or by mail evidenced by a certificate of mailing, or delivered by
the insurer to the named insured, and any third party designated
pursuant to section 38a-323a, at least forty-five days before the
effective date of cancellation, except that (1) where cancellation is for
nonpayment of the first premium on a new policy, at least fifteen days'
notice of cancellation accompanied by the reason for cancellation shall
be given, and (2) where cancellation is for nonpayment of any other
premium, at least ten days' notice of cancellation accompanied by the
reason for cancellation shall be given. No notice of cancellation of a
policy which has been in effect for less than sixty days [may] shall be
effective unless mailed or delivered by the insurer to the insured and
any third party designee at least forty-five days before the effective
date of cancellation, provided (A) at least fifteen days' notice shall be

sHBG6444 / File No. 318 8
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given where cancellation is for nonpayment of the first premium on a
new policy, and (B) at least ten days' notice shall be given where
cancellation is for nonpayment of any other premium or material
misrepresentation. The notice of cancellation shall state or be
accompanied by a statement specifying the reason for such
cancellation. Any notice of cancellation for nonpayment of the first
premium on a new policy may be retroactive to the effective date of
such policy, provided at least fifteen days' notice has been given to the
insured and any third party designee and payment of such premium

has not been received during such notice period.

(b) Where a private passenger motor vehicle liability insurance
company sends a notice of cancellation under subsection (a) of this
section to the named insured of a private passenger motor vehicle
liability insurance policy, or a third party designee, such company
shall provide with such notice a warning, in a form approved by the
Commissioner of Motor Vehicles and the Insurance Commissioner,
which informs the named insured that (1) the cancellation will be
reported to the Commissioner of Motor Vehicles; (2) the named
insured may be receiving one or more mail inquiries from the
Commissioner of Motor Vehicles, concerning whether or not required
insurance coverage is being maintained, and that the named insured
must respond to these inquiries; (3) if the required insurance coverage
lapses at any time, the Commissioner of Motor Vehicles may suspend
the registration or registrations for the vehicle or vehicles under the
policy and the number plates will be subject to confiscation and any
person operating any such vehicle will be subject to legal penalties for
operating a motor vehicle with a suspended registration; (4) the named
insured will not be able to have the registration restored or obtain a
new registration, or any other registration or renewal in the insured's
name, except upon presentation to the Commissioner of Motor
Vehicles of evidence of required security or coverage and the entering
into of a consent agreement with the commissioner in accordance with

the provisions of section 14-12g.

(c) If a passenger motor vehicle liability insurance company cancels

sHBG6444 / File No. 318 9
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a private passenger motor vehicle liability insurance policy pursuant to

section 38a-342, such company shall send a written notice of such

cancellation to any lienholder shown on the records of such company

as having a legal interest in such motor vehicle.

[(c)] (d) This section shall not apply to nonrenewal or if the private
passenger motor vehicle liability insurance policy is transferred from
an insurer to an affiliate of such insurer for another policy with no
interruption of coverage and contains the same terms, conditions and
provisions, including policy limits, as the transferred policy, except
that the insurer to which the policy is transferred shall not be
prohibited from applying its rates and rating plans at the time of
renewal.

Sec. 4. Section 14-12h of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2009):

(@) The Commissioner of Motor Vehicles shall compile and maintain
a record of all registrations suspended in accordance with the
provisions of sections 14-12c and 14-12g. The commissioner shall
update the information contained in such record not less than once per
week and shall make available to all law enforcement agencies in this
state a list of all registration number plates for vehicles whose
registration has been suspended. Such list shall contain the number
plate numbers, letters or number and letter combinations and the
address at which the vehicle was registered. The commissioner may
make available the entire list or a portion thereof and may utilize one
or more formats for presenting the information contained therein to

facilitate its use.

(b) (1) If any police officer observes a motor vehicle being operated
upon the public highway, and such motor vehicle is displaying
registration number plates identified as suspended on the list made
available by the commissioner, such police officer may (A) stop or
detain such vehicle and its occupants, (B) issue to the operator a
complaint for operating an unregistered motor vehicle, or expired

registration if the vehicle is not being operated, in violation of section

sHBG6444 / File No. 318 10



312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327

328
329
330
331
332
333
334
335
336

337
338
339
340
341
342
343
344

sHB6444 File No. 318

14-12, and (C) remove the registration number plates from the vehicle
and return them to any branch office of the Department of Motor
Vehicles. If any police officer, motor vehicle inspector or constable
observes a motor vehicle parked in any parking area, as defined in
section 14-212, and such motor vehicle is displaying registration
number plates identified as suspended on the list made available by
the commissioner, such police officer, motor vehicle inspector or
constable is authorized to remove the registration number plates from
the vehicle and to return them to any branch office of the Department
of Motor Vehicles. If a number plate is identified as suspended on the
list provided by the commissioner and such identification is in error,
the state shall indemnify any police officer, motor vehicle inspector or
constable for any claim for damages made against that individual as a
result of such individual's good faith reliance on the accuracy of the list
provided by the commissioner regarding the confiscation of number
plates.

(2) If any police officer observes a motor vehicle being operated
upon the public highway or parked in any parking area, as defined in
section 14-212, displaying registration number plates identified on the
list made available by the commissioner as being suspended, such
police officer may seize and impound the vehicle. If a police officer
seizes and impounds a vehicle pursuant to this subdivision, such
officer shall give notice to the commissioner in such form as the
commissioner may require. The police officer shall give such notice not

later than three days after seizing and impounding the vehicle.

(c) Any motor vehicle [which] that has been impounded in
accordance with the provisions of subdivision (2) of subsection (b) of

this section shall not be released to the owner or person otherwise

entitled to possession of the vehicle unless such owner or person

presents a valid registration and a current automobile insurance

identification card. Any such impounded motor vehicle that is not

reclaimed by the owner of such motor vehicle within forty-five days

after impounding [,] shall be subject to forfeiture to the state.

sHBG6444 / File No. 318 11
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This act shall take effect as follows and shall amend the following

sections:

Section 1 October 1, 2009 38a-686
Sec. 2 October 1, 2009 38a-358
Sec. 3 October 1, 2009 38a-343
Sec. 4 October 1, 2009 14-12h
INS Joint Favorable Subst.

sHBG6444 / File No. 318
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

—
OFA Fiscal Note

State Impact:
Agency Affected Fund-Effect FY10$ FY11$
Insurance Dept. IF - Cost $197,641 $140,484

Note: IF=Insurance Fund

Municipal Impact: None
Explanation
This bill results in a cost of $197,641 in FY 10 and $140,484 in FY 11

to the Department of Insurance (DOI) for staff and related expenses

(see below):

ITEM FY 10 FY 11

0.5 Actuary $56,817 $58,521
0.5 Insurance Examiner $31,094 $32,027
0.5 Staff Attorney $35,720 $0
Fringe Benefits $66,760 $48,896
Other Expenses $3,500 $1,040
Equipment $3,750 $0

TOTAL $197,641 $140,484

It requires automobile insurers to file financial history measurement
programs (financial histories) with DOI, for evaluation of those
financial histories on a variety of characteristics, and for the agency to

develop regulations related automobile insurance in the state.

Examining financial histories will require salary costs for 0.5
Actuary and 0.5 Insurance Examiner along with related fringe benefits,
other expenses, and equipment costs. The creation of automobile
insurance-related regulations will require salary costs for 0.5 Staff
Attorney along with related fringe benefits, other expenses, and
equipment costs. As regulations are anticipated to be completed in
sHB6444 / File No. 318 13
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one fiscal year, costs for this position and related expenses are for FY

10 only. Costs for financial history examination are on-going.

The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.

sHBG6444 / File No. 318 14
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OLR Bill Analysis
sHB 6444

AN ACT CONCERNING AUTOMOBILE INSURANCE.

SUMMARY:

This bill makes changes in the insurance laws relating to an auto
insurer’s rating plans for private passenger auto insurance policies. It
incorporates into law, and adds to, the Insurance Department’s current
guidelines for how insurers can use a person’s credit history when
underwriting or rating an auto policy. It specifies what may and may

not be added to an auto policy’s base rate on a flat dollar basis.

The bill requires, instead of permits, the commissioner to adopt
regulations concerning rating plans and the underwriting,
classification, or rating of risks for auto insurance in Connecticut. It
requires him, by January 1, 2010, to adopt by regulation the
department’s “most current guidelines and bulletins” regarding the
underwriting, classification, or rating of auto insurance risks in
Connecticut, including those regarding territorial rating (see
BACKGROUND).

The bill requires an insurer that cancels an auto insurance policy in
accordance with law to give written cancellation notice to any
lienholder listed in the insurer’s records as having a legal interest in

the motor vehicle.

The bill requires a person whose vehicle has been impounded for
not having the required registration or insurance to present a valid
registration and current auto insurance identification card in order to

regain possession of the vehicle.

It also makes technical and conforming changes.

sHBG6444 / File No. 318 15
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EFFECTIVE DATE: October 1, 2009

FINANCIAL HISTORY MEASUREMENT PROGRAM

The bill permits an auto insurer to use a financial history
measurement program only when underwriting or developing rates
for new auto insurance policies. It prohibits an insurer from using
credit history when renewing a policy, unless the policyholder asks the
insurer to reevaluate his or her current credit history at renewal.

Definitions

The bill defines “financial history measurement program” as a
program that uses an insurance applicant’s credit history to measure
his or her risk of loss (i.e., filing claims). It defines “credit history” as
credit-related information (1) derived from or found in a credit report
or credit scoring program or (2) provided in an application for
personal risk insurance, which includes auto insurance.

Program Filing Requirements

The bill requires an insurer using a financial history measurement
program to underwrite or rate private passenger auto insurance
policies to file the program with the insurance commissioner. The
filing must:

1. include the program’s description, rules, and procedures;

2. identify the characteristics the program uses from which the

insurer derives a measurement; and

3. explain how the program reduces the impact credit information

and public records have on insurance rates over time.

The bill prohibits the program from (1) unfairly discriminating
among applicants or (2) producing rates that are excessive for the risk
assumed.

The bill requires an insurer using a financial history measurement
program to also give the commissioner documentation demonstrating

(1) the correlation between the program and the expected risk of loss

sHBG6444 / File No. 318 16




sHB6444 File No. 318

and (2) how the program impacts consumers (a) in urban territories
versus nonurban territories and (b) based on consumers” ages. The bill
authorizes the commissioner to request an insurer to provide a
financial history measurement for a set of test examples reflecting

various characteristics.

Disclosure to Auto Insurance Applicant

The bill requires an insurer to give a written disclosure to each
person who applies for an auto policy when he or she is applying that
the company may use his or her credit history in the underwriting or
rating process. The disclosure, which the insurer must provide

electronically, by mail, or by hand delivery, must:

1. list the insurer’s name, address, telephone number, and toll-free

telephone number, if any;

2. include a statement that (a) explains how credit information will
be used to underwrite or rate the policy or (b) if credit
information is obtained or used, the insurer will provide more

detailed information explaining how it was used;

3. contain a summary of consumer protections provided in law;

and
4. be printed in reasonably conspicuous type.

Prohibited Practices

The bill prohibits insurers from using the following characteristics

in its financial history measurement program:

1. the number of credit inquiries in an applicant’s credit report or
credit history;

2. the applicant’s purchase or financing of a specific item;

3. the applicant’s use of a particular type of credit, debit, or charge

card;

sHBG6444 / File No. 318 17
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4.

5.

7.

8.

the applicant’s total available line of credit;

any disputed credit information while a credit reporting

company is reviewing the dispute;

debt the applicant incurred from financing hospital or medical

expenses;
the applicant's lack of credit history; and

specified extraordinary life circumstances.

Extraordinary Life Circumstances. The bill prohibits an insurer

from using an insured’s or applicant’s credit history or a financial

history measurement program if the history has been adversely

impacted by an extraordinary life circumstance that occurred within

three years of the person’s application date. The bill defines an

“extraordinary life circumstance” as:

1.

2.

an acute or chronic medical condition, illness, injury, or disease;
a divorce;
a spouse’s, child’s, or parent’s death;

the involuntary loss of employment for more than three

consecutive months;
identity theft;
total or other loss that makes a home uninhabitable; or

other circumstances the commissioner identifies in regulations

adopted in accordance with law.

The bill permits an insurer to request documentation and additional

information from the applicant verifying an extraordinary life

circumstance. The request must be in writing on a standard form the

commissioner approves. The bill requires an insurer to keep

confidential any documentation or information it obtains.
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Adverse Actions Due to Credit History

The bill prohibits an insurer from denying, cancelling, or not
renewing an auto insurance policy solely on the basis of a person’s (1)
credit history or rating or (2) lack of credit history. The bill specifies
that it does not deem an insurer to have declined, cancelled, or not
renewed a policy if coverage is available to the person through an

affiliated insurer.

The bill requires an insurer that takes an adverse action due in part
to an insured’s or applicant’s credit report to (1) disclose this to the
person and (2) tell him or her of the right to obtain a free credit report,

and how to do so.
Under the bill, an “adverse action” includes:
1. denying coverage or offering restricted coverage,
2. denying a discounted or lower rate,
3. offering a reduced discount,
4. offering a higher rate,

5. assigning a person to a higher rate tier or higher-priced company

within an insurer group, or

6. any other action that adversely impacts an insured or applicant

due to the insurer’s financial history measurement program.

Report to Commissioner

The bill requires an insurer, once its financial history measurement
program has been in effect for two years, to report to the
commissioner. The report must include information demonstrating
that the program results in rates that are (1) supported by the data and
(2) not unfairly discriminatory. It must also include an analysis of
consumer complaints the insurer received because it used a financial
history measurement program. The analysis must identify the basis

for the complaints and any action the insurer took as a result.
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ALLOCATING EXPENSES ON FLAT DOLLAR BASIS

The bill specifies what expenses an auto insurer can and cannot

allocate to a policy’s base rate on a “flat dollar” basis.

It prohibits insurers from allocating as flat dollar amounts to the
base rate (1) producer commissions, (2) premium taxes, (3)

underwriting profits, or (4) contingencies.

It requires an insurer to add a flat dollar amount to the base rate for
(1) general expenses, including administration and overhead costs; (2)
acquisition costs for marketing and agent field offices; and (3)
miscellaneous taxes, licenses, and fees. It requires that the flat dollar
amount be added after the insurer has applied any classification

factors to the base rate.

By law, an insurer may group risks by classifications and modify
base rates for a person’s individual characteristics as described in the

rating plan it files with the commissioner.

BACKGROUND
Auto Insurance Policy Cancellation

By law, an auto insurance policy cancellation is effective only if it is
due to (1) failure to pay premiums or (2) a revocation of the driver's
license or registration of either (a) the named insured or (b) any
operator living in the same household or who customarily uses a
vehicle the policy insures (CGS § 38a-342). The law does not apply to
(1) a policy issued through the residual market or (2) any coverage that
has been in effect less than 60 days at the time the insurer mails or
delivers the cancellation notice, unless it relates to a policy (a) being

renewed or (b) that a customer is not renewing,.

Territorial Rating for Auto Insurance

The law (1) prohibits insurance rates from being excessive,
inadequate, or unfairly discriminatory; (2) requires an insurer to file
with the commissioner its underwriting rules, rates, supplementary

rate information, and any supporting information used for the rates;
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and (3) requires certain premium discounts under certain conditions
(e.g., completing driver training, senior citizen accident prevention,
and motorcycle training courses). The law also permits insurers to
group risks by classification, measuring differences in risks that can be
demonstrated to have a probable effect upon losses or expenses.

The term “territorial rating” refers to an insurer’s practice of
factoring in, when setting auto insurance rates, the principle place
where a driver garages his or her vehicle. The Insurance Department
requires a 75%/25% weighting of territory to statewide experience.
This means that the base rate for an auto insurance policy must give
75% weight to the territory’s loss cost data and 25% weight to the

statewide average loss cost data.

COMMITTEE ACTION

Insurance and Real Estate Committee

Joint Favorable Substitute
Yea 12 Nay 6 (03/12/2009)
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