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Purpose of Act

The purpose of this Act is to promote the public welfare by regulating insurance rates to the end that they shall
not be excessive,
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0. “Supplementary rating information” includes any manual or plan of rates, classification, rating
schedule, minimum premium, policy fee, rating rule, underwriting rule and any other similar
information needed to determine the applicable rate in effect or to be in effect.

Drafting Note: A “plan of rates” filed by an insurer would contain final rates including provisions for expenses and profit. A “plan of rates”
filed by an advisory organization would contain only prospective loss costs which would exclude provisions for expenses (other than loss
adjustment expenses) and profit.

P.
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Section 4. Rate Standards
Rates shall be made in accordance with the following provisions:

A Rates shall not be excessive, inadequate or unfairly discriminatory.

Drafting Note: The specific standards for excessiveness, inadequacy or unfair discrimination may be defined or explained through
regulation.

B. Due consideration shall be given to past and prospective loss experience within and outside this
State; to the conflagration and catastrophe hazards; to a reasonable margin for profit and
contingencies; to dividends, savings, or unabsorbed premium deposits allowed or returned by
insurers to their policyholders, members or subscribers; to past and prospective expenses both
countrywide and those specially applicable to this State; and to provisions for special
assessments and to all other relevant factors within and outside this State. In determining the
reasonableness of the profit, consideration shall be given to investment income.

C. Risks may be grouped by classifications for the establishment of rates and minimum premiums.
Classification rates may be modified to produce rates for individual risks in accordance with
rating plans which establish standards for measuring variations in hazards or expense provisions,
or both. Such standards may measure any differences among risks that can be demonstrated to
have a probable effect upon losses or expenses. No risk classification, however, may be based
upon race, creed, national origin or the religion of the insured.

D. The expense provisions included in the rates to be used by an insurer shall reflect the operating
methods of the insurer and its anticipated expenses.

Drafting Note: Specific reference to “rating schedules” is omitted as unnecessary, because the “rating schedules” referred to in Section
3(a) of the Fire and Marine Model Bill as approved by the NAIC in 1946 are regarded as an example of permissible modification of
classification rates.

Section 5. Rate Filings

A (1)

GL-1780-4 © 2009 National Association of Insurance Commissioners






Property and Casualty Model Rating Law
(Prior Approval Version)

Upon the written application of the insurer and insured, stating its reasons therefore, filed with
and approved by the commissioner, a rate in excess of that provided by a filing otherwise
applicable may be used on any specific risk.

No insurer shall make or issue a contract or policy except in accordance with the filings which
have been approved and are in effect for said insurer as provided in this Act or in accordance
with Subsections D or E of this section. This subsection shall not apply to contracts or policies for
inland marine risks as to which filings are not required.

Drafting Note: To accommodate the transition from a prior rating law to this model, consideration should be given to inclusion of
“transitional language” such as:

“Nothing in this Act shall be construed to require an advisory organization or its members or its subscribers to immediately refile final
rates or premium charges previously approved by the commissioner. Members or subscribers of an advisory organization are authorized
to continue to use insurance rates or premium charges approved before the effective date of this Act or decreases from those rates or
premium charges filed by the advisory organization and subsequently approved after the effective date of this section.”

Section 6.

A.

GL-1780-6

Disapproval of Filings

If within the waiting period or any extension provided in Section 5C, the commissioner finds that
a filing does not meet the requirements of this Act, written notice of disapproval shall be sent to
the insurer or advisory organization which made the filing, specifying therein in what respects
the filing fails to meet the requirements of this Act
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made or issued prior to the expiration of the period set forth in the order.
Information to be Furnished Insureds: Hearings and Appeals of Insureds

Every advisory organization and every insurer shall, within a reasonable time after receiving
written request, furnish to any insured affected by a rate made by the insurer, or to the
authorized representative of the insured, all pertinent information as to such rate. Every
advisory organization and every insurer shall provide within this state reasonable means
whereby the insured aggrieved by the application of its rating system may be heard, in person or
by his or her authorized representative, on written request to review the manner in which such
rating system has been applied in connection with the insurance afforded the insured. If the
advisory organization or insurer fails to grant or reject such request within thirty (30) days after
it is made, the applicant may proceed in the same manner as if the application had been
rejected. The insured affected by the action of the advisory organization or insurer on such
request may, within thirty (30) days after written notice of such action, appeal to the
commissioner, who, after a hearing held upon not less than ten (10) days’ written notice to the
appellant and to the advisory organization or insurer, may affirm or reverse such action.

Drafting Note: Language could be inserted here which would allow an insurer to charge a reasonable fee to cover the expense of
providing any information requested under this section, but charges should not be permitted when the information relates to the specific
application of an experience rating modification or a schedule rating modification.

B.

Section 8.

A.

If, after a hearing held under this section, it is determined that the rates charged by an insurer
are in excess of the otherwise appropriate rate, such overcharge shall be refunded to the
insured.

Licensing Advisory Organizations and Statistical Agents
No advisory organization or statistical agent shall provide any service relating to statistical

collection or the rates of any insurance subject to this Act, and no insurer shall utilize the
services of such organization for such purposes unless the organization has obtained a license
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(d) A statement showing its technical qualifications for acting in the capacity for
which it seeks a license;

(e) A biography of the ownership and management of the organization; and

M Any other relevant information and documents that the commissioner may
require.

Every organization which has applied for a license shall notify the commissioner of every
material change in the facts or in the documents on which its application was based.
Any amendment to a document filed under this section shall be filed at least thirty (30)
days before it becomes effective.

If the commissioner finds that the applicant and the natural persons through whom it
acts are competent, trustworthy and technically qualified to provide the services
proposed, and that all requirements of the law are met; he or she shall issue a license
specifying the authorized activity of the applicant. The commissioner shall not issue a
license if the proposed activity would tend to create a monopoly or to substantially
lessen the competition in any market.

Licenses issued pursuant to this section shall remain in effect for one year unless the
license is suspended or revoked. The commissioner may at any time, after hearing,
revoke or suspend the license of an advisory organization or statistical agent which does
not comply with the requirements and standards of this Act.

Advisory organizations wishing to operate as statistical agents may be so authorized
under their license as an advisory organization. A separate license is not required.

Drafting Note: States may wish to insert language here providing for an annual license fee for advisory organizations and statistical

agents.

Section 9.

A.

GL-1780-8

Insurers and Advisory Organizations: Prohibited Activity

No insurer or advisory organization shall:

(1)

(2)

Attempt to monopolize, or combine or conspire with any other person to monopolize an
insurance market.

© 2009 National Association of Insurance Commissioners






Property and Casualty Model Rating Law
(Prior Approval Version)

GL-1780-10 © 2009 National Association of Insurance Commissioners



Section 14.

A.

NAIC Model Laws, Regulations, Guidelines and Other Resources—July 2009

Joint Underwriting, Joint Reinsurance Pool and Residual Market Activities

Notwithstanding Section 9B(1), insurers participating in joint underwriting, joint reinsurance
pools or residual market mechanisms may in connection with such activity act in cooperation
with each other in the making of rates, rating systems, policy forms, underwriting rules, surveys,
inspections and investigations, the furnishing of loss and expense statistics or other information,
or carrying on research. Joint underwriting, joint reinsurance pools and residual market
mechanisms shall not be deemed a advisory organizations.

Except to the extent modified by this section, insurers, joint underwriting, joint reinsurance pool
and residual market mechanism activities are subject to the other provisions of this Act.

If, after hearing, the commissioner finds that any activity or practice of an insurer participating
in joint underwriting or a pool is unfair, is unreasonable, will tend to lessen competition in any
market or is otherwise inconsistent with the provisions or purposes of this Act, the
commissioner may issue a written order and require the discontinuance of such activity or
practice.

Every pool shall file with the commissioner a copy of its constitution; its articles of
incorporation, agreement or association; its bylaws, rules and regulations governing its
activities; its members; the name and address of a resident of this State upon whom notices or
orders of the commissioner or process may be served; and any changes in amendments or
changes in the foregoing.

Any residual market mechanism, plan or agreement to implement such a mechanism, and any
changes or amendments thereto, shall be submitted in writing to the commissioner for
consideration and approval, together with such information as may be reasonably required. The
commissioner shall approve only such agreements as are found to contemplate: (i) the use of
rates which meet the standards prescribed by this Act, and (ii) activities and practices that are
not unfair, unreasonable or otherwise inconsistent with the provisions of this Act. At any time
after such agreements are in effect, the commissioner may review the practices and activities of
the adherents to such agreements and if, after a hearing, the commissioner finds that any such
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Drafting Note:
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Section 20.
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