Total Total Total

Act Session Bill Number of Number of Number of
Number Number Committee House Senate
Pages Pages Pages
PA 71-464 8277 30 4 3
Committee Pages: % Senate
Tages. Pages:
e Insurance & Real Estate 266 . 2354
e Insurance & Real Estate 271 . 4092- o 2412-

e Insurance & Real Estate 272-295 4094 2414


http://cslib.cdmhost.com/u?/p15019coll3,7610

H-112

CONNECTICUT
GENERAL ASSEMBLY
HOUSE

PROCEEDINGS
1971

VOL. 14
PART 5
1968-2502



2354

Monday, May 10, 1971

THE CLERK:

Next matter, Calendar No. /02, Substitute for H.B, No, 8277, An

Act Concerning Mass Marketing of Personal Iines of Property and Casualty In-
surance,
MR. GENOVESI (18th):
Mr. Speaker, the Clerk has an amendment.
THE SPEAKER:

Question is on acceptance and passage, The Clerk has House Amend=~
ment "A", Would the Clerk call House Apendment Schedule “A"?

THE CLERK:

House Amendment Schedule "A" offered by Mr. Genovesi of the 18th,
Palmieri of the 90th.

In line 111, change the period after rthe word “purchase" to a
comma, and add the following words: "and (6) premium rates under & plan shall
comply with the standards of title 38 of the general statutes, including the
standards that rates not be excessive, inadequate, or unfairly discriminatory.
Rates shall not be deemed to be unfairly discriminatory because different pre-
miums result for polieyholders with like loss exposures but different expense
factors, or like expense factors but different loss exposures, so long as the
rates reflect the diffewances with reasonable accuracy. Rates shall not be
deemed to be unfairly discriminatory if they are averaged broadly among persons
insured under a plan,"

THE SPEAKER:

Ask not for whom the bell tolls, Representative Genovesi, the bell

tolls for thee. The question is on adoption of House Agpendment Schedule VA",

Will you remark?
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MR, GENOVESIL {(l8th}: djh

Mr., Speaker, very briefly, the amendment clarifies the bill some-
what and gives the companies, the insurance companies the right to individually
rate policies written under a mass merchandising plan. I move for acceptance
of House Amendment Schedule “AY,

THE SPEAKER:

Will you remark further on House Amendment Schedule "A"? If not,
all those in favor, indicate by saying aye, Opposed? The amendment is
ADOPTED, It's ruled technical,

MR, GENOVESI (18th):

Mr, Speaker, I move for acceptance of the Joint Committee's favor-
able report and acceptance of the bill,
THE SPEAKER:

Will you remark further?
MR. GENOVESI (18th):

Mr, Speaker, the purpose of this measure is to prevent discrimina-
tion in the mass merchandising of personal lines of property and casualty in-
surance, while preserving the inherent benefits of this marketing technigque
for the insurance consumers of Connecticut, Some of the greatest immediate
threats to the public without the guidelines provided by this measure are one,
the utilization of discriminatoiry underwriting practices whereby an insurer
insures only those members of the group who in that insurer's estimation con-
stitutes the best risk, This practice is referred to as cream skimming; two,
arbitrary cancellation or non-renewal of policies already held by members of
the group, leaving the victims to seek replacement coverage in an inereasingly
restrictive market place, This practice is even more discriminatory and in-

sideous than cream skimming, Three, selective underwriting practices which
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would deny insurance to youthful drivers, drivers over sixty-five, certain
ethnic minorities, inner-city property owners and similar groupings; and four,
failure to provide continuity of coverage to those persons leaving an insured
group.

This measure would protect the insurance buying public by mandat-
ing guaranteed issuance of insurance and regulating cancellation and non-re-
newal provisions, Simply stated, the cost of insurance must rise drastically
if cream skimming is not prevented by tnis Legislature. Mass marketing of
personal lines of property and casualty insurance is a new technicue in Con-
necticut's insurance market which will grow and take it's rightful place in
the insurance industry, However, this marketing technique, like most new
techniques, requires guidelines, Mr, Speaker, I move for acceptance of the
Joint Committeet's favorable report and passage of the bill,

THE SPEAKER:

Will you remark furcher? Further remarks? Further remarks on the
bill? 1If not, all those in favor indicate by saying aye, Opposed? The bill
is PASSED,

THE CLERK:

On page 7,
MR, MAHANEY (92nd):

Mr, Speaker, before we leave page 7, 1 would like to ask at this
time that Calendar No, 700, H.B. No. 8009, File No. 672 be placed on the Foot
of the Calendar,

THE SPEAKER:
Motion is to place Calendar No, 700 at the Foot of the Calendar.

Will you remark? Is there objection? Hearing none, so ordered.
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Friday, May 28, 1971i 93
HE CLERK: : - EFH
" On Page 21, disagreeing action, Calendar No, 23k, Sub- |
stitute for S.B, No., 560, an Act concerning a defendant's motion
for judgment and the finality of nonsuits., From Judiciary.
PETER W, GILLIES: |
“"'”',"‘ Mr. Speaker, the Chairman of the Judiciary Committee has
indicated that there are considerable problems with this Bill that
he does not feel can be treated through an Amendment process. 1
would therefore move that the Bill be recommitted to Committee,
MR, SPEAKER: , e

§
Motion is to recommit, Will you remark, Is there ob-

jection? Hearing none, s0 ordereds
THE CLERK

- The next 1tem, 702, from Insurance, Substitute for H,B.

No, 8277, an Act concerning mass marketing of personal lines of -

l property and casualty insurance.
DONALD S, GENOVESI:

- Mr., Speaker, I move for acceptance and passage of Sub-
stitute H.B. No. 8277, as amended by Senate Amendment Schedule "AM}
MR, SPEAKER: ~ ' o '

* L}

e

‘Question's on accepténce and passage as amended by House
Amendment Schedule "A" and Senate Amendment Schedule MA", Will
you remark, ’7% T A B R )
DONALD S, GENOVESI

* Mr, Speaker, if I may I'll try to summarize the Amend-

ments...the Senate Amendment.

MR. SPEAKER:

[
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{i®

Question now is on House adoption of Senate Amendment
chedule "A", Does the gentleman wish to outline it?
NALD §, GENOVESI:
" 7 Yes, Mr. Speaker. The Mass Merchandizing Bill which this
House passed unanimously just'a few days ago and sent to the Senate
has some clarifying...words added by Senate Amendment Schedule "AY,
Although the basic Bill never intended fto eliminate members of
credit unions or members of associations whose principal purpose is
furtherance of a professional interest, the wording in the Bill was
mot clear, and so the Senate has added that wording to make it per-
fectly clear that people belonging to credit unions and so forth
were not...or could not be eliminated for a mass merchandizing

plan. In addition, Mr., Speaker, the Senate Amendment also makes it

very clear that retired employees can take part in a mass merchan-

dizing plan i1f they were employed by the firm when the massmerchan-
dizing plan took effect. There's also added a Section 9, which al-
lows the Insurance Commissioner to promulgate regulations as neces-
sary to carry out the purposes of the mass merchandizing Act, and
Section 10, Mr, Speaker, which makes it very clear that there'’s
nothing in this Act that...to prohibit the establishment of Mass
Merchandizing Plans for other lines of insurance., I move for ac-

ceptance of the Bill, Mr. Speaker,

MR, SPEAKER:
Will you remark further on Senate Amendment Schedule "A"
If not, the question is on adoption of Senate Amendment Schedule

war,  A11 those in favor indicate by saying “aye"., Opposed.

Senate. . "A" is adopted and ruled technical. 'The'question now is

EFH
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on acceptance and passage as amended by House Amendment Schedule . EFH

MAM" and Senate Amendment Schedule VA", Will you remark further,

DONALD S, GENOVESI: ,

Mr, Speaker, H,B, No., 8277, an Act concerning mass mar-
keting of personal lines was passed in this House as I say about a
week-and-a-half ago on a unanimous basis, and all it attempis tTo
do, Mr, Speaker, is establish guidelines for the marketing of mass

merchandizing plans, I move for acceptance of the Bill, Mr,

Speaker,
MR, SPEAKER:

Further remarks on the Bill as twice amended. If not,

all those in favor indicate by saying "aye". Opposed. Passed,
THE CLERK: d - . |
77" There are two disagreeing actions referred to Committees
of Conferehce. Are there any reports?
MR, SPEAKER: |
Is either Committee on Conference prepared to report at
this time? - A
PETER W, GILLIES: _ , i
They have not reported that they are, I would therefore
request that they be passed retaining. .
MR, SPEAKER: _ , _ 7
| I suggest“that we pass these tempbrarily, because we
have to go back to the Calendar again, If they then are not ready

we can pass and retain them,

THE CLERK: _ - B

Page 6, on Page 6 of the Calendar, second from the
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May 25, 1971 Page 9,

Calendar 873, 875 and 876. 1 move for suspension of the rules
for consideration of all starred items, and I also move that
all double stsrred items not mentioned in the past retalning
their place,
THE CHAIR:

So ordered in each case thzt is recommended by the
Ma jority leader, if there is no objection,
THE CLZRK:

Beginning the Calendar, page 4. §ubs. H.B. 8277.
An Act Concerning Mass Merketing of Personzal Lines of Property
and Casuzlty Insurance. The clerk has an amendment.
SENATOR DINIELLI:

Mr., President, I move for acceptance of the Joint
Senate Committee's favorable report and passage of the bill,
Will the clerk read the amentment, please.
THE CLERK:

Senzte amendment (a) 1s offered by Senator Diniellil,
In 1ine 35 after the word "employed" insert "or who were im=-
mediately prior to retirement actively employed". In line
36 immediately before the word "assoclation" insert "members
of a credit union, members of any assoclation whose principal
purpose is the furthnerance of the professional interests of
its members.” 1In line 124 after the word "employment" insert

"other than by retirement."” In line 159 insert a period after

"insurance", delete the rest of the line and delete all of
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May 25, 1971 Page 10.

lines 160, 161, 162, 163, 164 and 165, Renumber sections 9
and 10 as Sections "11" and Sections "12" respectively and
insert a new section 9 as follows: "Sections 9. The commis-
sicner may promulgate such regulations as he deems necessary
to carry out the purposes of this act." Insert new section
10 as follows: "Section 10. Nothing in this act shall te
deemed to prohibit the establishment of mass marketing plans
for other lines of insurance in addition to those specifically
mentioned in this zct,"
SENATOR DINIELLI:

Mr. President, members of the circle, in splte of the
inaudible, the amendment clarifies the definition of groups
under the plan who maybe sold group marketing, group insurance,

This opens it up to any group. There was some gquestlon on

whether we were trying to in the purpose of the act, trying to
restricts this. This opens 1t up so that there is no question
any group, or type of group maybe covered, The other item in
section 10 refers to the fact that the guaranteed issue which
is the basic concept of the mess marketing billl 1s applied

only to automobile insurance and we have removed the provi-

sions of guaranteed issue from home owners property lnsurance.
I move adopticn of the amendment and I further state, Mr. Pres-
ident, that this has been reached as part of an agreement be-
tween all the people concerned and everyone is now in favor

of this much telked about bill,
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May 25, 1971 Page 11,

THE CHAIR:

The question is on adoption of the amendment, will
you remark further, if not all those in favor of adoption of
the amendment, signify by saying Aye. The Ayes have it, the
arendment is adopted, and ruled techinical., You may remark
on the bill as amended,

SENATOR DINIELLI:

Mr. President, most of my remarks apply to the bill,
but in essence the purpose of bill basicslly is to provide
quidelines for mass marketing of insurance so that the public
is protected by companies who are offering these plans. It
gives the Commissioner power to step in if he deems it advis-
able and it really is a good consummer protection bill,

THE CHAIR:

duestion on passage of the bill as amended. Will
you remark further, hearing none, all those in favor of the
passage of the blill as amended, signify by saying Aye. The

Ayes have 1t, the bill is passed,

THE CLERK:
| The clerk has --
SENATOR CUTILLO:

May 1 make an announcement, please. The Joint Com=-

. mittee Executive and Finance at 3:45, Thank you.

THE CHAIR:

“ Where Senator.
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scap INSURANCE AND REAL ESTATE
WEDNESDAY APRIL 7, 1971
Dr. Woodruff continued: the faculty memvers who sre by and lerge not

Sen.

exactly overpsid end in our inatitution certainly sre not and
who need all the help ot this kind that they can gat.

Mey 1 thenx yus 8yein Mi. Cheirmen for the privilege ot saying
this fiist Leceuee 1 do have some other chores I need to go do.

Dinielli: Thenx you Dr. Any questions from the Committee?
Thank you. We will now 4o i1nto the first order of business.

fhe tiiet 011l O our liet 18 HB-8277 AN ACT CONCERNING MASS
MARKETI NG OF PEKSONAL LINgS OF PROPERTY AND CASUALTY INSURANCE.
And we will accept comments on eeas merchandising ss 8 whole.
Yuu «8n spedx 01, 8any Ot the bills s0 thet we can gat all the
intormation in & group so to spesx on the mass mexchandising
concept. wethe: than texe each individusl oill pros and cons
we will saccept teatimony on all the mass merchendising billes
ot this time.

de1nerd McMenon, ineurence agent, Nethersfield, sppesring as Vice

sen.

Preeident end Leyielative Chairmen of the ladependent Mutual
lneurence Ayents Association of Connecticut. Our Associstion
repreeenta asvme 4.UJJ liceneed sgents and spproximately a

million and & helr cliente from the Connecticut insursnce buying

public strongly suppoits Subetitute HE-8277 sponsored by

KRep. Uenovesi. Hecsuse Of the pesrsmount importsnce of undis-
Crimenetory mass marxketing legislastion to ths consumer and to
the i1ndependent egent, with your permission I have asked our
Piresident Mi. Richaid Peck of New Britsin to sppesr here today
and tu addraeses you on this matter. Thank you. Mr. Pack.

Dinielli: Thank you Mr. McMahon.

Kichard Pecx, President of the lndependent Mutual Insurance Agents

ot Connecticut: Mr. Cheirmsn, mempvers of this Committee I
am appeasring today here in eupport of substitute HB-8271,
sponsored by Rep. Donsld Genovesi.

rhe puipose ot this messure is to prohibit discriminstion in
the msss merxeting of pereonsl lines ot property and casualty
Lnsurance. 1ln the couree of our legislative cempaign in 1969
we predicted seversl sbusass 8rising trom wask or non-existent
meee meixeting guidelines. Wwhile we will not repeat all of

these predictions today, we would like to reiterate 8 few of
these wnich we teel poee the grestest immediste threat to the
puolic: nsmely: General spplicetion of discriminatory under-
writing practicee, whereby an inasurer underwrites only those

members ot @ group who, in that insuror's estimation, constitute

the best riexs. This is the practice we refer to as cream
SKimmming.
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Mr. Peck continued: Arbitrsry cancellstion or non-renewsl of policies

sliesdy held by memvera of this 9roup leaving the victims to seek
replacement coversye in an incressingly restricted marketplsce.

This 18 incidentally probaoly even more insidious then initisl
rejection.

Selective underwiiting practices, which would deny coverasge to
youthful drivere, thoee 8ga 65 or over, certain ethnic minoritiee,
even inner City property owners and similsr groupingas.

rasilure to ptovide continuity of coverage to thoas peraona leaving
an insuied group, for whatever tha reasaon.

Gentlemen we feel the conaumer, or victim if you wish muat have
ptotection. He doee not heve thia protection now and unleas it
18 immediately forthcoming, we are convinced that thia type of
suuase will proliferate rapidly. And that brings ua to the meat
ot the i{ssues belore you todey...guasranteed iasue; and
cancellation and non-renewsl of ineurance policies.

Gusianteed i1aaue, within the context of this mssaura, means the
scceptance by the inauror of all spplication by eliginle members
iot the kinds of insurance offered under & msas marketing plan
on & bLasis which precluded individual salasction of riaskas or
piopeity, except that tha 1nsuror mey reject an spplicstion from
en otheirwise legitimdte mempers Ot the group for any one or more
ot ths tollowing r1essons:

Now i1n the sred Of automobile policies, thoee persons convicted

in the paat three years of1

l. Operating & moto: vehicle while intoxicated;
Operatiny 8 motor vehicle while under the influence of druys;

3. Leaving the acene of an accident?

3. Homicide Ot saseault arising out of the uase of s motor vehicle
and gyuiliLy ot criminal negligence;

>. M8xiny talse etsteamesnte in the application tor 8 motor
venicle operstor's license;

. Operating 8 motor vehicle while tha operstor's licenas it
suspended or revoked; or

/. Misconduct in ths use of 8 motor vehicle. and in the sres

of property inasurancei

1t the applicant is convicted of araon within thirty~six months

ot his suomission of an application; if tha dwelling ia vacant

tor 8 peiiod ot 90 consecutivedays: if the dwelling is.burned

out and not veiny itehspilitated: 1t the dwelling or ouilding

18 condemned or: it there ia & proven morsl hazasrd.

rhe measure provides that no policy nsy e cencelled or ngn:
Lenewwd, except tor non-payment ot premium, frsud, misreple

sentation, termination ot the grodp o1, 1O TtNe reASONSI
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M1L. Pecx continued: mentiored previously as an exception to
gusranteed iasve.

Why do we support these consuamer -oriented guideline? Because
it is an oovious thinyg that thars is & direct relationship
vetween conditione which exist or develop in that mar<et and
thoee existing in whet we presently consider the regular,
voluntary property and casualty market.

It 1s to sey the leasi, paradoxicsl that our regular markets
are ocecoming incressingly restricted, while some of our laryest
fineurore 8re showing intenee interest in mass merxeting and,

py all indications, 8re moviny rapidly towsrd exploitation of

that msi1xetplace.

We have tO rdleec Qquestions., Just whst ars ths motives Ot these
large mess merchandisers? 1f property and cssuslty business is
80 unprofitaole that insurors sre voluntarily restricting their
operatione in the regular marxet, how can they insure psrt of
the eeme busineas in 8 earket that theoreticslly produces an
even em8ller profit margin? And most importsnt of sll, what
will happen to the 60-75% of the public not eliginle for a

mens marxeting plsn and who are lett in a drasticelly restricted
regular market?

Simply steted, the cost of insurance to those not in mass market-
iny plan must rise drastically if cresm snimming is not prevented
Oy tnie legislature. Today seversl large insursnce companies in
Connecticut are offering eutomobile policies, on a mass mer~-
xeting bLasis, to everyone with s vslid driver's license, vet
m8ny Ot you know, ere violently opposed to sny legislation that
reyuletes this practice. why? Our Bosxd ot Directors call

this the loes leader of the 70's because they believe that once
the plen 18 in ettect, they reslly believe this, all but tha
9ilt edged riske will De culled from the plan.

We would lixe to conclude this testimony by clesring up two
yrave and damaging misconcaptions which srose during our legis-
lative campaign 1n lvyo9 and sgein during this session:

T'he misconception that we were, Oor are now, acting purely in

Our own selt-interest: that equally disturbing misconception
tnst our op)ective is to prevent the spplication ot mass market-
ing techniguest to property snd casualty insurance.

Nothing could pe turther from the truth. We were then, and are
now acting in the interest of a misinformed or uninformed

public which could tind ftself in serious trounle unless protected
8ysinst the putentisl souses of uncontrolled mass marketing
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Mr. Peck continued: To bring the matter even closer to home,
we @re tabing eoout protection ot our own clients, many of

whom are personal friends Oor business acquaintances whome we
nave se:ved tOr yesrs.

rurthermore thie Associstion has clearly demonstrsted its
consumer orientation in the aree of inaurance legislation.
Por exemple we originated the 1909 bill setting up guidelines
for the meee merneting Of property and casuslty insurance,

we 8re On record aa supporting the no-fault concept, and we
vigorously eupported legislation for regulation of policy

cancellation and non-renewal. This is hsrdly the track record
of & selfish i1nterest group.

The second point, trying to impede or kill mass msrketing is
sheer nunsense. Pa: fi1um wishing to prohinit mass marketing
we recOognise it &8s & Vviaole, modern sales technigue with poten-
tislly greet benefits tor the insured puolic. In truth we as
independent oueinesemen would like nothing better than to yet

& plece Of thia action: and to thia end many of our recent
conventione and educational workshops have testured experta

in the tield whose sole missions have oeen to jinatruct our
meabere 1n the application of these techniquea. We readily
g:1ant that thia 18 aslt-motivation, out it ia hardly within the
context ot the eccusstions, direct or indirect, which have
veen lcvelled egeinet us.

Mr. chsirman, membera of thia Committee, we thank you for thia
opportunity to testity. We submit that substitute HB-B277 is
responsive to the needs of the Connecticut public, as well as
the independent agent, end should receive a favorable report
Ly this )Ooint committee.

I1n conclusion we believe that suvstitute HB-8277 will open the
doo:1 to Lhe benefits Of mdea aarketing while closing it tightly

on potentinal sbuses. Thanx you.

Dinmiella: Thank you.

Jonn W. Maloney,insurance sgent in Naw Britain, Preaident elect

ot tha Connecticut Aasocistion ot Independent Insurance Agentss:
Our Asaocistion representing over 2,000 individusl agents
throughout the State, strongly supports subsitute HB-8277
AN ACTI CONCErNING MASS MARKETING OF PERSOBAL LINES OF PROPERTY

2E9

AND CASUALTY INSURANCE sa amened in our letter to you of this date.

Si1nce the inaurance induatry becane actively involved in the
solicitation ot personsl automobile and homeowners insurance
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John Maloney continued: on s group type basis approximately five years
@90, Our seeocistion hae constantly followed the progress of
such eiforst. We were concerned and continue to pa, that the
plens ot meee marxeting contorm to Connecticut law and regulation.
Primerily our purpose hss been to sssure that these consumers
ineligiloue for wass merketing plens, becsuse of an accident of
empioyment or other non-controllable ressons, were not unfairly
discriminate daginet in either policy form or coat of insurance.
During these yeers our sassocistion hsa aponsored many meetings
snd seminere for our memberehip in order thet the independent
sgents in the Htete ot Connecticut might uss the mass marketing
technigues to the beet intereat of tha public snd their own.
We have attempted to provide such educstionsl information
becauee it hee been our conviction thast maas merketiny, properly
sdeinietered and regulsted, would be in the puplic intereat.

Untortunately we have tound that not sll such plsns presently

in eftect do protect citisens Of the State of Connecticut and

we firmly believe thet legislation such ss outlined in Houase
Bi1ll 8477 18 now neceeassry. Por example there is in force in
Connecticut & meas merchsndiasing progrem under which the premiumes
charged tor automobile ineurence cen bs in excess of 40% leass
than the esme i1nsurance coate charged to people outaide the

plan by the ssme insurance company. We believe thast auch ia
unteiily discriminatory to those outaside of thia employee group
and we eerioueily question further the sdequacy of theae ratea.

Certainly no group haa spoxken longer or louder sbout the need

to reduce the ever-epiralling cost of personsl lines insurance
then our Aeeociastion. It goea without ssying that cost reduction
peceuee Ot proven reduction in expenses or lossea, is good and
proper end must be psseed slong to the consumer by the insurance
industry. However coet reduction which cannot be justified
simed eoley st securing 8 lerge group of policyholders at an
srctifically deeigned rete, is neither proper nor in the public
interest.

1t premiums sre not adeqguate, then any inaurance program must
be subsidised by the other persona outaids the particulz_nr plan
through higher ratea than necesasry to provide the aervice _
guaranteed in their own inaurance contracts. The Assigned Kisk
Pool in Connecticut is now so subsidized to an extent where

8 considersole number of dollera is included in every auto-
mobile i1naursnce premium in order to make up the losses 1n the
Assigned Risk ousineas.

A turther 2im ot this bill 18 to provide guaranteed issue for
everyone in the group in order to avoid enlarging the mass ot
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John Maloney contineed: of our citizens already unable to obtain

inauzance except through assigned risx type arrangements. wWe
hsve lony tavored this approach.

Tha statament of purpuse ot HB-84/7 indicatas that tha pill is
to piovide tor maee serxating of personal and property insurance
but to prohioit unfair discrimination in such marketing. We
believe that the propoeed legialation ia consumar oriented and
in the veet intereet ot the public and all segments of the
insurance industiy. Again we eupport as amended HB-8277.

Sen. Diniellir Thenk You. Any questions from tha comanitree?
Rep. raopi1x10/ e will interrup the tsstieony on masa merchandising.

kup. FaL11210r Thank you very much. Mr. Chairaan, comnittee members
ot lnsurance. 1 am 1n favor of HB-f§90Y which I have aubmitted.
AN ACT CONCERNING FIRS 1NSURAMCE COVERAGE BASED ON REPLACEMENT
COBTS. Thie bill is a very good and much needed bill., This bill
requiree ell the fire inaurance policiea to include replacement
coate. MReplecemant coete. At the preeent time the homeowners'
policies ate covered vy i1eplacement costs provided they are
insured 10r 8’ Oz woOte Ot their value. This pill would apply
to non-humeowne: occupied dwellings, which ot course included
apartment houses.

At the present time any one can ootain replacement coet insurance
endoisement tor §l extza. Here again the building must be
1neured 10z BJa Oi mOte Of thie value at tha time of the fire.
Host people do not xnow they csn obtain thia endorsement and
they s:a not intoimed that they can obtain this endorsement

and thus do not have it on these dwellings. If one does not
have 2 replacement coat endoreement on & non-homeowner occupjied
dwelliny he 1e not inaured tor replacement cost. Thus tha fire
inaurance cumpany will deduct for depreciation. This can be a
great amount of money.

Thua 1f you have a tire loss of $20,000 tha insurance company
could deduct 2% or 5,000 for depreciation. Now you all know
tire 1naurance cumpenies will atill deduct for any code violations
Or roof depreciation. An example, if the roof costs $15,000

and the root ia 12 yesrs old, then you will receive $300 to
replace this root which coats you 515, 000 to replace. Now if

you have code violations 1t could go into thousands and thousands
and thousands ot dollars 1n apartment houses Or even two Oor three
farily houaes, becauae after you get a fire the pbuilding inspector
Comes along and says wow, now you got a, tnis apargment complex
has to oe up to the present codes, which reQuire tire doors,

eheet rockiny of all hallwaya, aheet rocxing of ;he cellar,

ahaet rocking around the furnace, fire escapes, iron fire
eacapea. Well it could amount to thousands oi dollass.
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kep. P8Drizio continued:

Ae 81e NOt correcting that here. It this nill is passed it
will help sveryone including ths insursnce sgents. What hsppens
atter you hsve e tire and you loss $5,000 as I showed you for
deprecistion oecsuse the insursnce compsny deducts $5,000 snd
then you have to spend another §5,000 tor code violstions,
there’'s $10,000. MNow if you ere 50 or 55 yesrs old you csn't
obtain this money from ths banks becsuse they won't give it

to you beceuee you 8re too old to get s mortgsge. So now you
have to sell your houee wecsuss ths insursnce compsny didn't
cover you for replacement costs which was §5,000 snd then you
might hasve cods violstions tor snother $5,000. Now this bill
would protect thast. This would msxe ths insursnce companies
cover you to: deprecistion, replscement costs. Now it only costs
+1.00 extrs. It this bill 4s pssssd i1t will help everyone
including tne i1nsursnce sgente. DMNow the sgent cen inform the
people thet in order to tske sdvantage of the replacement costs
thst is, not sllowing the insursnce compsnies to deduct for
deprecietion they must insurs their propsrtiss for 80% or mors
ot its value. MNMow everyone it they sre informed of the fsct sre
9going to ,uamap their insursnce policies up becsuse most policies
8:e not up to 8 and they ehould oce up to 80% or more.

fhus the people will incresse their insursnce coversges.

Now I thinx this 18 8 very good oill snd it's long overdue.

And it's much needed snd 1 urge 8 tavorsble report. If you hasve
any ueetione on this, 1'd sppreciste it if you'd ssk ms sbout
it.

Sen. Dinjelly: Thankx you Rep. Pabrizio. Any questions from the
committees 1 guees not. Thank you. We will now resume on
our mess merchandising teetimony. We sre still hesring srguments
in tsvor o! the proposed plan specificslly Substituts HB-8277.
ALs there sny other proponents? Wall than we'll hear opponents.

Josuph Cooney, Attorney tor the Americsn lnsursnce Associstion;
First of ell 1°'d like to ssy 8 preliminsry word sbout why mass
werchsndieiny 18 necesssry. As you gentlemen well now there are
two parts to sn inaursnce premium. Rougnly for our thinking here
todsy we may consider thst two thirds of ths insurance premium
18 the loass portion ot ths premium. And we can call the other
one thiird of the premium the expense portion. Now yog know.that
you caAn do nothing sbout thas loss portion of the premium while
we'te xilling 55,J0U people 8 yesr on a highways while faster
La1s Sre Leiny ouilt and there is no regulotion.about the con-
struction of the sutomobile ss yet to svoid accidents and there
18 no proper reyulstion of drivers 8s to theiv; fitness. So that
the loss of the, the loss portion of the premium has mounted and

. . , a o el 0l
mounted, necessitating incresses in rates in Connecty v .
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Joseph Cooney continued: over the country. Therefore attention
hes been directed to the expense portion of the premium. 1If
the expense portion ot the premium can be lowered the puplic
csn yet lowe: rstes snd God xnows everyone wants lower ratass.

Now the expense portion of the prumium can be lowered by insuring
larye groups of persons with a comson source of collection such as
8 labo: union, or & coesson employer and thia is one of the reasons
why mass merchandiaing hae coma into being and why it is proceeding
in the State of Connecticut at s phenominal rate. Now in spite
of what the gentlemen aald two yaara ago this Legislature waa
victimised oy paasing 8 bill the purpoas of which was to preclude
maee merchandiaing because it provided thst in order to have

the group, the minimum number in the group must be 70U. And
there hsd to pe /Un participation at the outaet. And we

proved to the court that two thirda of the people in thia State
worked tor employera who do not have 700 people. There waa
another provieion that aaid that if the group had an affiliate,
the amalleat affiliate muat have 700 mempera, S0 this would

knock out great world wide concerna like ITT pecause they have
amall companies that have leaa than 700 membera and would knock
out every lauvor union in the country because they all have
affiliatea with leaa than 700 membere. S0 the purpoae of that
bill was to strangle mess merchandiaing at ita birth. We went

to court and ws beat ft.

Now you're uack today to conaider the gueation of masa merchandising.
The aubatitute bill ta not aa draatic,aa draconian,aa repulsive

ss the oOone thst wsa passed two yedra 28go. I want to atart off

by aaying that you don‘'t need any legialation at all for maaa
merchandising. You don't need to pssa any legialation for mass
merchandiaimy. 1t ta functioning in Connecticut. And aa to

1atea you know that the law on tha oooka says that it is the

duty of the Inaurance Commieajion to maxe aura that any rate

charged 1a neither excesaive, inadequate, or untairly diacriminatory.
50 thia atatement made that the ratea arei't large enough ox
aren't high enough or are being cut too much will not stand up
while the Inaurance Comaisaioner functions in this State.

There are already a great many plana in the State of Connecticut.
You are going to hear right after me from the representative of
the Hartford which 1a now about a program to insure 38,000

atate employees under maaa merchandiaing. And is signing them
4p at 1,000 a month and already haa thousands of them signed

ip on a maasa merchandiaing program. If you look at Section 8

of thia bill it asya that “no insurer ahall issue or renew a
policy except in accordancewith the provisions ot this act if
YOu paasa 1t. Trhia meana that the present program in effect now
amorg the state employees, advisor and all over ag 1 will cqme to
later would have to be revised. 1n other words they want LO
eliminate the programs and prevent their renewal oXosot An
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Joseph Cooney continued: sccordsnce with the terms of this bill and
1t they sre eligible under this bill,.

S0 one of ths purposss of this bill is to invalidate the present
existing successtful plena. It is s0 that the Hertford County
Bar Associstion of which I hsppen to be s member is sponsoring

s plan for its msmbers. I just got ths litersture the other day
on it. There 18 8 serious Question whether these members can

be covered under the definition ot eligible membera that's in
yuotes 1n the Dill, eligible members. Members of the same

lebor union mey be included which is sll right. But sppsrently
1t excludee memive:is Of the ssme professionsl sssocistion. Now
people ssy the lawyers have 8 good union. But technically they're
not e l8por union. §o under this bill the Hsrtford County

881 Associstion’'s plsn sppsrently would be knocked out. Under
the de{inition of sn insured sutomobile 8 cer cen't be covered
1t it 18 used in the profeesion or in the business of the insured.
And I would reter you in the substitute nill » definition of
sutomobile two thiids of the way down, which is not used in

the occupetion piotession or business of the insured. In other
woids 1t you use othe: thsn s privaste psssenger csr, if you

Use @ private peasenyer C8r in your profession liks 1 do ‘to

go to court ot like moet people do whether he's 8 doctor,
srchitect, engineer or sanything else and sn insursnce agent.
Then unde: the detinition of sn sutomobils on psge two he
couldn't be covered. That msy be just poor draftsmanship

snd might bs smended.

Under section 1 gusrsnteed issoe D8sis mesns that the insurer
must sccept everyone who spplies with the exceptions which he
mentions 8nd which 1°'1ll come to. Section 2 (2) ststes thst
everyone must 0s covered without discrimination as to torm

Oor coversge. This mesns that those who are now in the sssigned
tisx pool cen secure coversge in sny smount that anycne else
gote. For inetsnce if you went $200,000, $500,000 on your car
snd you weire 8 member of the group 8 fellow employee who was in
the sasigned risx pool could get the ssme coverage. The only
person who can be excluded is one who would in three years has
buen convicted of serious motor vehicle violstions and it
douan’'t matter how old he is, how msny other convictions he's
had within the the three yesrs, how msny sccidents he's had,
how many sccidents his teensger had and he isn't even reguired
to have 8 driver's license, under this pill. In the case of
property insursnce the policy must issue unless the applicant
heas Deen convicted of srson within 3o months. He could have
beun convicted ot murder and srson 4o months ago but he, yog
st1ll got to tsxe csre of him. Then it says that the dwelling
hss to be sctuslly unoccupied for 30 consecutive days or 1t '
must be covered. MNow I don't know any insurance company that s
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JOseph Cooney continued: going to insure s building that's
peen unoccupied for o0 days. Or else the building must
have vsen burned out and not rebuilt. They try to load in
undeairsvle things here to incresse the ratea that wouldhave
to be charged to cover thease things that are not normally
covered. Then the policy must pe renewed no matter how
many ot tha inaured’e teensgers have had fatal accidents.
And here’a 8 etrange one and I'll direct this to my friend who
ia femiler with labor mstters, if the employee is tired or
tersinates he atill gata coversge tor s full yesr. But the
bill goes further. 1t directe tha insurance compsny, the
Insurance Coessiasioner I medn to promulgste regulationa
continuirg the policies “during temporary interruption of
emplosment auch as atrikes, layoffs, and other sbsencea."
Now you muat temember that the inaursnce company is being
peaid by peyroll deduction, so that {f there is 8 strike that
laats aix months or four months, the insurer ia not getting
paid out this law apyp that it's got to continue the insurance.
It doesn’'t define what & strike is. It doesn't define whet
s layoff fs. It doean’t define what other absences are., It
hsa no oimitation in rgerd to time and such 8 bill if you
recall was held unconatitutionsl in Massachusetts in regard
to deoit insursnce when they said that during tha strike they
had to still keep the insurance in force and truat to luck that
somehow the poo: unfortunate individual was going to ba able
to saxe up hia osck psyment. That provision 1 believe is
unconatitutional and of couras it is extremely vague. You
would have to go to court to find out a definition of what
other eveencea 8ie. Or what atrikea or layoffa sre. I always
anderstood there wss 8 big argument sbout whether & thing was
A strike or 8 locxout or a layoff although I'm not an expert
in this field, all 1 xnow ia how and what I read in the paper.

Now todsy we've got group life, group accident and health,
group retiiement, group ennutiea. Under the preasnt law it's
permieaible to masa merchandise casuslty inasurance without
reguletion. The people who are sponsoring this bill are not
content to leave the metter in the handa of tha Insurance
Commiasioner ss it is now. He now hss the power to make
regilations. There‘s 8 bill in here soout thet. But he has
the power to make regulations. He haa tha duty to see t.:hat the
rates sre not excessive, inadequate or unfairly discriminatory.

Now this leyislstion is not needed. And I respectfully suggest
oh, vefore 1 csll on Mr. Riplay who will tell you about the
State zZmployees situation I have 8 note here. ’rl?e Roya]r Globe
due to peing in New York could not present you with their figures
in regard to, there are 12000 people on the payroll at Visor.

Of these 44 accepted sutomooile insurance, 49 accepted home-
owners insursnce snd only 1 spplication, only 1 applicart has
Deen re ected.
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Joseph Cooney continued: The resson tor that I do not xnow but

San.

iy triend Mr. iipley will tell you a very interesting story
soout ths stete employees and how meny thay hava had to reject

Unless you hsve some question for me I'll ask Mr. Ripley if
he will explain that.

Diniellis (uestions from tha committea? Mr. Cooney pefore
you call Mr. Ripley, I°'ve gotten a note here from a person who
cemne inh late who was planning on apeaxing in behalf of tha
plan. 1'd like to eccept his testimony. John Civitello, Jr. Please.

John Civitello, Jr., cOnsumer Ot insurance: I'm here just to state

Sen.

838 & cOoheumer O! ihsurance trom Salem, Connecticut who purchases
insuiance, peys 8 yreelL emount Ot monay for my insurance because
01 my 8ge which 1s d4. 1 came also as & request of my insurance
man. 1 pelong to s union which has just sdopted & program of
mess merchandising ineurence, & group plan. And upon calling in
and aaking to oecome part of this program 1 was called and
statod, called beca, wall atter 1 nad called him pack the man

1 had called atated to me that 1 would not pe eligible for this
progiam and nO redeOn waa atated.

1 have & partect driving record. 1 have never pesn convicted

ot anything not even & tratfic violation for parking or whatever
you might consider 8 minor otfenee in that. And I am 24 years
ot aye which i1e under 45 which aeema to De the cut-off point.
And vesidee tnat 1 hava no other oalief in my mind that I was
dieciiminated against in my aind, in that they wouldn't give me
insurance and 1 pay s great amount of insurance end I feel it

is untair that 1 should be diacriminated against as, just pecause-
1 Bave NO reason for it, only that 1 am <4 end under an age
bracxket which they coneider tne hazard. But 1 was not included
in this policy.

Dinielli: Thank you Mi. Civitello. Any questions from the
Committee? Thanx you. Mr. Ripley.

Scott nipley, Secretary tor the Hartford Insurance Group, manager

ot their mass merchandising departments I think it is @

trueism in the msrxeting business that if the needs of the
comsumer sre not met that you will not long De in pusiness
consequently I would like to direct my remcrxs‘ond the experience
ot the Herttord around that point, that key point.

We have Deen in ousineas in mass merchandising several years
only two months in the State ot Connecticut and I would %ine to
relste to you some statistics as they pertain to Connect;cut.
in reterence to our national experience after two years 1in tne
business. We nave oeen writing tne Conrecticut state duployues
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scott Ripley continueds Account, some 38,000 people for a little
over two montha. We made One initijal mailing to the members.
Ae a reeult of that we have to date through the end of March
written J, )78 policies. We have approximately 4,000 more
individuals who indicate they would like to buy our policy
at auch time 2as their preaent policy expiree and they will
ve contacted and we would aay that with no mora promotion

activity approximately 7,000 ot thoae people are available
aa inaurera.

Aa you xnow thia ia a voluntary program. An employee may buy
or may not buy. That i1a hia election. We know that as a
conaumer he will Duy it he thinka we hava a good program for
his. 1 would lixe to point out today that of thoae we hava
aeen, ¥/7.1% have oought our program. And in reference to the
charge mede earlier by an eateemed colleague from the Mutual
Agent 'a I would lixe to point out a vary aignificant factor.
We hava rejected J.ln of all ot tha people who hava applied.
These reseona vary. 1 would like to mention a few thinga to
you. We have had people come onto our premisss drunk. We
have re ected thoee people. We have had people who have

8 and 10 traffic violations within the last two yaara. We
have ie)ected thoae people. We have people who have come
apoatd and who nave asked to come sboard and they are in their
80'e. We have re)ected thoae people who could not meet 2a
physical examination. I would alao like to make a point that
thia program ia availaole for retired people of any group that
we wiite. And conequently age is not a factor in precluding.
We do have 2 requitrement that it in tha beat judgment our
liceneed agent teel that man ahould have a medical examination
wo would aex his to do thie e0 that we can pe aure that for his
need and the puolic'e need that tha man ia qualified to drive
an automooile.

Thia experience aquarea with what Hartford haa done on a
national baeie. Our national rejection rata ia approximately
4.28 Ot thoee who apply. Thie ie hardly cream ekimming as the
expreeeion would go. I would ss« really how many are rejected
by thoae who would oppoee maae merchandiaing as a concept in
theit regular ooox of buainees, I would alao like to point out
and I thinx thia ia Quite aignificant not only to tha agents of
thia at2ta but to the inaurance puplic and particularly to the
people that we 1naura. 13.2% ot thoae policies we have Yritten
tormally had no i1naarance; Abaolutely no insurance.. This
advantage 18 uite oovioue e it relates not only to tnose
people who nave bought but to those people who are now protecting
the t1inancial integrity tor the tirst time. Thais sgaares with
the 14.1x nationally ot people who were formally uninsured.

Fuil ther the eavinge have made 1t possiole 10r people to
1

Detter advantage ot the cepapility to insire theio titad
e a s 1'A lica to aive yoOu SXre 10L1¢ 513413
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scott Ripley:r 74 % of those policies we have sold to date in
tha state ot Connecticut, mésa merchandising have bought limits
ot 1J0,U9J ot 1n excess thereof. Comparsble policies being
writte:n J29.4a4. S50 1 think 1t 18 obvioua that savings enaple

people to protect thei: firnancisl inteyrity in @ much more
algnhificant way than heretofore.

Another percentage that may be of intereat to Jou. Netionally
44.3% ot all the buasineas we have written in 8 mass merchandising
wsy haa come from the direct rider or the no-agency type of
competition. 8o thia ia not anything that is not in the beat
inteivat of the agency plan of thia atats, much as haa been

made 8bout the agenta who are rapreaented in their viewpoint.
You 8dd the 44.3% from the direct ridera and the 14%x that I
mentioned edrlier and nedrly o0% ot all the buaineas is coming
f:od othe:r than an agency type of organitation. The Connecticut,
I would like to be truthful on thia, Connecticut has not had

the inrosda from the direct ridera, for example aa have many
othe: compeniee. 1In Connecticut those percentagea amount to

8 total oOf Jbv.J% that i1a Qoming from either uninaured or from
the non-agency companies.

I would suomit thst the capapility to deliver lower coat
1naurdnce to the coneumer 18 & very much needed. Thu consumer
1s demanding it. 1 would alaso aubmit that giving a quality
pioduct haas alwaya been and continuea to be moat atrongly
tegulated by the 1naurance commissioner. Hia reaponaibility
fo:1 seeing that ratea are not untairly discriminatory remains
the law of the land and we think thia is a competent asuthority
to regulate the automobile 1naurance buainesa. In terms of
the pioperty we teel that certainly an anaslogy could be quite
medningful to you. Thia State, the federal government has
tecognised that aome propertiea Dy virtue of their condition
have needed & very special market. It has been seen fit to
eatanliah & fair plan i1n thia atatsa and i1n many atataa in the
country. Thie bill would require propertiea to pe put in in

8 place that we have all recognised that do not properly belong
An either & regular boox of buaineaa and particularly not to a
mass merchandising buainesa. It ia attempting to bring lower
premiuma to the i1naurance public. Thank you for your attention.
It naa peen & plessure to Da here and I would pe pleased to

ahawer Questions.

Sen. Dinielli: Tnank you Mr. Ripley. Any questions from the
cCommittee/ Rep. Genovedi.

Kep. Genuveal: Mr. Ripley I juat have a couple of guestions you
might ve able to help me with. Do you have any knowledge
Mi1. Ripley ot tne Harttord's position with regards.r_o thelr
sywnte throughout the atata cutting 0Lack on any writings ot thos
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kep. Genoveai continued: agenta limiting tha amount of policies
that theee agenta ara aple to write; Or in any way restricting
their agenta in writing automobile insurance.

Mr.kipleyi We have and I think it ia a matter of public knowledge

such 8 charge levied agairat ua in the State of Ohio. That
anawer 18-

Mi. Genovesi: MNo, I mean in the State of Connecticut.

Mi. Ripley: 1In Connecticut not to my xnowledge. I repreaent
the mesa merchandiaing department, I don't mean to evade
four - 1 would say this-

Rep. Genovesi: No, no. 1 xnow thst, thst's why I say-
Could you get us some infoimation from the Hartford on thaty

Mi. Ripleys 1'd be pleased to do that.
kop. Genoveel: Thenk you very much.
Mi. Ripley:r You'te welcouae.

senalor LDintellis Any other uestions? Rep. Genoveai you mentioned
You had a couple ot Questions, do you have any more?

Kapy. Genovesi: Yee, 2pproximately what ia the difference in
slanlum bDetwuen the msss meichsndising plsns offered to the
State ¥mployees and i1f that atata employee were to buy the
same policy through a locsl agent, if you give me the-

Mr. Ripley: Thia i1a one of the moat difficult queationa to answer
without being unfair and in an applea and orange compariaon
tor the ieason that aven coverage limita vary by the type of
contract ottered the typea of coverage bought within the contract
vary. It 1 can give you analogy in terma of a comparable kind of
product in a particular rating territory, you ara aware that there
8re many rating territory groupa, there are many claasifications,
and we talx in a median level and that may not oe aignificant
to any one individual. One individual may asay $200 and another
individual may only aay $lU. Of thome people who re)ected
ua approximately om rejected ua for price proving that no
compary can alwaya aall the loweat product in any area at any
One time. But if I may take & median figure with that under-
atanding it would not necessarily pe crue in an individual
case. That figure would pe on the order of ldx.

kep. Genovesi: O.x. thank you very much. I would like that
information though concerning the Hartford.

Hr. Ripley: Their Connecticut policy as rogyards any restrictive
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Nr.

Rep.

Ripley continued: action in terma of writing automopile
fneurence.

Genovesi: All that you are writing at the present time
tor the-

Ripley: That ia correct. 1 would like to make one more point
{f I may. Thia 1a outeide the acope of the gueation but that
young gentlemen rajaed the queation about raatricting action
in the terme of age group. I had mentioned earlier that we
certainly had no miagivinga about taking retirees, tha elderly,
aasuming that we are all aatiafiad that they did not have
phyeicel infirmitiea. 1'd like to point out juat aa an
example one month'a experience in the State of Connecticut

our writinga, fOor example, unmarried femalea age 17 to 20

we wrote 54 policies. MNarried malea age 17 to 20 we wrote

lo. MNerried malea age 21 to 24 we wrote 38. Non-married
malee 17 to 20 %9. Unmarried mala age 21 to 24, theae

laat two figurea are not the owner or principal operator
clasaification. 10. Unmarried mala 28, the laat three figureas.
Jo unmarried male age 21 to 24, 36. Unmarried male age

2% to 29, lb. Thesw are clasaificationa that are built

into and approved vy the State of Connecticut. My only point
ie that there 1a nO diacriminatory action on tha part of age
within the program.

Genoveai! Mi. KRipley ainca you brought it up. I don't think
the gentlemen referied to the State Employeea Association
group when he waa apesking. I'm not aura of that, but I don't
thinx he waa apeaxing to that. But ainca you are and apparently
yOu do write without diacrimination or raatriction it seems
only fas: then, thia i1a only in my opinion tha heart of what
we ara trying to get at today. You ara here apeaking in
oppoaition to thia vill and you can cite ua that the Hartford
18 not taxing these actiona, what we are really interested in
thouyh i1a the conaumer being protected agajnat thoae inaurance
companiea who might be taking thoae actiona and that is the
thing that wothera ua. Now the Hartford might very well be
doing & good )ob in thia program and if they are we can
congratulate them, but what we are interested in is those
groupa, thoase inaurance companiea who might not be doing a
good job and 1f you are already doing a good job then it seems
to me you wouldn't ba opposed to making sure that that same
good ;oo is done by 8ll companiea writing mass merchandising
plane i1n the State of Connecticut.

. Ripley: wWe certainly agree that we are behind in any efforcs,

any and all eftorta to inaure that the public gets a fair breax
becauae that ia tha baajia that we are or. But 1 would suomit
that the Inaurance Commiaamioner ot tne state ot Connecticut has
the apecitic charge to do those very thinas anl Har Heos




20cap INSUKANCE AND KRAL BSTATE <61
WED NESDA Y RPRIL 7, 1971

Mi.kiplay:r that rather than & reatrictive underwriting list with
all ot the in-puilt complicationa to exercise sound judgment,
the Cosusiasioner of the State ot Connecticut has that specatic
charge to preclude thia untsir discrimination. Thank you again.

Ser. Dinielli: Thank you, any other questionas 1 pelieve I
neglected to read a letter from John Maloney who apoxe previously
in favor and 1 should read the letter now even though it is a
little lete. “Both the Independent Mutual Insurance Agentes -
2¢ Connecticut and the Connecticut Aassociation of Independent
Inaurance Agenta respectfully urgye the deletion of the words
“or renew®™ in Section u, line ¢ and the addition of a new
sentence erte: the worda “taxe eftect July 1, 1971" in
section lu, 8s tollows: "Mass Marxeting plans in effect on or
betore July 1, 1lv/l shsll conform to this act prior to
July 1, lv722.°"

This wee eomething 1 should have read earlier and I hope you
will forgive me. This time 1'd like to in my continuing efforts
to upyrade the atetua of our Committee, 1'd lixke to ask

Rep. FPedi1s0on of the lilith District to taxa the chair for the
next half hour.

Kep. Pesaraon: Are there 8ny moie spuskers on nass merchandisings

Georje Katz, Mencheater, Aetna Lite and Casualty: Madam Chairman,
| 1e8lly heeitate to come forward in oppoaition to my fellow
townsasn's bill vut 1'm not really aura that the intentiona
ot this pbill and our intentions are in opposition. I do think
though that the pill overswings in its effort to achieve fairness
and eQuity in masa asrketing. And I think commenting specifically
to Rep. Genoveai's laat Queation ot the laat speaxker that the
riex ot endedvoring slwaya to regulate and control the one fly
by nighter who might atep out of line ia that you put an undue
purden upon all thoae who would go the proper way and as we
have I1‘'m aura argued before you in many reapecta before, the
industiy is competitive and competitive in thia area. And
competition 18 driving in the direction of broadening elligi-
bility. This seeasa to be the psaic thruat of your bill.
1 think that you will find that competition will achieve
brosdening elligibility in the field of mass marketing and take
with it & broader elligibility in the entire market in time to
come .

But the problem of auperimposing legiatatively it seems tg me
8 virtually guaranteed iassue reguriement upon mass marketing
comes upon because it waa pointed out the Assigned Risk Plan
which presently taxee up the involuntary slack of the pusiness
and is as stated to aome extent supsidized by the voluntary

market oy the voluntary 18tes will D+ als> 11 turn sapsidized
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Kata continued: by the maas marxet bacauaa thia ia part of
automobile inaurance written eubject to aaaigned risk obli-
gation. And if you jmpoae 8 regulation which requires
guaranteed isaue to highly aubatandard risks you will find
that the xind that would appesr in the Asaigned Risk Plan
you would in effect i1mpose the double whammy on mass marketing
that ia not impoasad on individual marketing. All ot the bad
riska rejected in the individual market are absorbed by the
maas market and in addition to the burden of carrying the
asaigned riak plan sssignmente falls upon tham too. And I
don't think that that problem haa peen reaolvad in the
thinking that haa produced thias bill to data. And I'm not

sure really that the teatimony of one perason ia sufficient to
indicate that we have 8 problem in thia area.

1 can tall you and the main resaon I want to gat up waa to tell
you that the Aetna hae not rej)ected a riax yet that haa a
licenee and that pays & premjum in ita msaas marketing program
in Connecticut. 1 do feel alao that we ara atill under a
filing obligation and a review obligation with tha Inaurance
Department, Our rated 2re reviewed very thoroughly I can aasure
you. And the i18tea that we are currently uaing hava peen
revieved by the Department and ita experta in thia field,

20 that the ratea that ara being uaad can pe challenged if
they are out ot lire.

LaRoaa: Madam Chairman, Mr. Ketz you asid something about
you didn't teel that under thia bill thia would allow all tha
campanies to take the caasea or the people that with so called
tly vy nightera-

. Kntz: 1 waa i1eleiring to aome unidentified companies that

might be Ciredm sximming in this fisld.

Lakosa: Oh, O.X. You know you said I think ths magic word
cream axkimaing. Juat (Oor example can you tell me that aome

ot the asme people that would ve turned down aa a result of

a motor vehicle violation under the group concept of insurance,
theee same puople, or aome people within that organization

who had maybe 8 hea:rt condition who are inaured under group
lite insurance at the initiation of tha contract, why then
don't we say let's eliminate those people under the concept

Ot group i1naurance. Thia ia what I can't understand.

1 dell 1 want sou tO xnow that my company is working

and 1 think ettectively on waya and means of providing .
insurance tor people with heart conditions, for people with

a rucord of violating, for every manner and condition of
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in Connecticut and in other statee.
a maiket tor all ot those people.

pPosure among motorists
And we are providing

kep. L8hOsA:  BJL 3sn't i1t true undur the gyroup concept of
insurdnce they do heve a guaranteed issue on life insurance
when Aetna, Travelera, Connecticut General, take on a group
policy ftor group lite inaurance. So it just doesn't seem
poaaible 1n mass marxetitg that the same companies should not
adopt a different principle where they ahould sxclude and
pick and choose tha clienta that thay deaire. So if they are

goiny to do 1t on one why don't they do it right down the
line.

Mi. Katz: 1 thinx that what 1 hava bean trying to aay is that
thia 18 exactly what wo are doing and that, for that reason
tha law ahould not attempt to overregulata ua. It ahould
yive ue an opportunity to produce thia in competition with
each other, that the reeult of thet competition will produce
1t and if regulation 1a needed &8 previous speakara have
indicated the lnaurance Department haa tha authority. 1If
you wish specitically to enact a apecial authority directed
at thia for the Department to regulate we certainly would
aupport that. «e are not here to argue that wa ahould not
ve reyulated.

Kop. Laroaa: wWell 1 would eay then from what you juat said that
you would nave objection to thia pill pecause you are already
doing 1t.

Mr. Kates 1 do indeed. 1 think it ia bad regulation and I think
that it will nave a negative impact on tha buaineas.

Rep. LAHOBB: Neydtive impact, which means that then you will
have taxen 8ll the i1i1axs that are elligiole without any
violationa and all the ones that have had a little bit of
infraction pertaining to motor vehiclea and what have you,
these people would more or leas have to juat go on and get
1ns4rance on their own, and ot courae that would pe under the
assigned 1i18ex., And thia is exactly what would happen then,
wouldn't 1t/

Mi. Kata: 1 endeavored to uxplain that we are presently doing
precisely thia. We sre doing it voluntarily and we think the
marxet 1a tor maaa marketing requires that this pe the approach
that we taxe.

Kep. Lakosa: Wnat would happen under mass marketing under your
company 1t all ot a audden you assumed a ris< that was elligible
at the inception and inalligible two years later as a resalt oz
2 violation or din't adhere to the urderwiriting riles, woit woal



<84

23cap INSURANCE AND KEAL ESTATE
WEDNESDAY APRIL 7, 1971

kap. Lakoaa continued: you do than?
Mr. Katzi: Our underwriting rules are to accept everyone.

kep. Lakoadi HNo, out what would you do two years later when he
no longer complied with your underwriting rules, would you then
sdy that he no longur would ve elligivle for the plan?

Mi. Katz: ®Wv have end it 18 part of our file plana a method of
adjusting the ratae to ve charged to people who do develop
advarase driving recorde while they ara inaured with us or
at a tide previous to their buying insurance.

Rep. Lakoaa: wWhy not adjust tha rate at the inception then?

Mi. Katzis We do. The 18te 18 adjusted to every individual's
driving expoaure. At the inception and during the period that
they aie jneued with ua. Juat #a it is in the ordinary market.

Rep. Pedraon: AKe there any other queetiona?

hep. Genovesl: Madea Chairasn, Mr. Katz 1 appreciate the fact
that you heeitate to cowme forward and apeak in oppoaition to
the bill aponsoited Uy me ainchd we 8ra both from tha Town of
Mancheeter. 1 do juat have » couple of queationa that maybe
we could get aquared away in my own mind on thia particular-
la i1t true that the, ! reed about this in other atatea and
1 juet asx this Queation vecusae I'm not aura, I don't represent
the Aetna, la it tiue that the Aetnd hda 8 program to write
all inauirance, 1nsuiers and all riaka in aome atatea under
a progiam, and 1 just saw it in some trade paper maybe you
could help ne with it, out I thinxk it was in 1llinois where
they will wiite everyvody it's just 2 matter of pricing.

Adr. Katea rhat i1s correct. That i1a correct. We have auch a
PYloyiam. lt'a Leing conducted on an experimental basis
and | velieve 1t 3t worka it will De-

Genoveel: 1 thitx that waa & tine inovation by the Aetna

to be avle to come out with that. Do you, is there some
nisunderstandiig ir thia particular bill, and I'm not sure
this and this 1s why 1 aax the queation on the part of the
Aetna, to xnow that the Aetna can charge although we speak

Ot gusianteed 1ssue, the Aetna can charge the premium that
they teel i1a neceeadry for the particular risk involved.

1n other woids we aienot saying to the Aetna you have to take
this individual and you have to charge him the same rate as
his neiryhpbor o¢ven though they are two different risks involved.
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Mr. Katzi No, I understand that and I think our principle
provlama with tha bill sre with the idea that regulation of
this <i1nd 18 8ll that's 1equired. Very frankly I would come
vetore you 1f 1 thought that I would get 8 welcome here and
propos« to you that you onact legislation that would exempt
8 progias that guaranteed issue from the onnis ot the Assigned
kiax Plan. Now we recognize that thia is going precty tar.
fhere 18 tedersl legialation to thia affect right now being
coneidered in Washington, My point in testifying frankly was
to point out that there jie 8 quid pro quo hare and the legislation
that you propoased upon the induatry ingeneral in the field of
maas maérketing would put s double pugden upon mass marketers

and in effect would require mass marketing to subsidize the
individusl marxet.

kep. Genovesi: You don’t think thst without it it's going to be
the other way arounds That tha i1ndividual market will pe
subsidized or subsidizing the maass market,

Mt . Keta: BNo 1 don't and based on our experience to date and what
you've hesrd of much more detailed teatimony by the Hartford
and ours sccoids with what their findings sre. The direction
in which masa marketing and this is marketing is going regulires
that thete dDe the meana provided to enlarge the marxet. This
is the necesadiy ingredient to achieve group sponsoring for
ths plan to beyin with. You can hardly spproach 8 group and
sdy well we would like tOo inaure your group but we only want

ot them, you hava to approach tha group and find a way.
And this 1s what we are trying to do, to insure them all.

Kep. Genovealii: HWell that seems to be the proolem that we are
tunning in to here with the Aetna and the Harttord. You people
want to inaure everyone and you aay that we are now inguring
everyone. 1t ia my understanding that thaAetns has 8 program
tor the Bar Association that asya all you need is 8 valid
driver's licenase and we will insure you, And yet you resist
vely vigoroualy sny sttempt for the Legialature to say to you
well thease are at leasat the minimum ot what we would expect
/Ou to do tor all of your groups, whether it be an attorney's
gyroup, o1 & lapoi'as gioup or an electrician's group. And you're
now doing acre than we ssx. And we sppreciste that. But I
don't underatand if there ia aome way that we can change this
to make it better, come forward with the ideas and we will try
to do thst. But if you ars now doing it and from the testimony
that you give and trom tha testimony that we heard from the
Hartford, you are now doiny it, why do you resist even the
minimal ot staniards so that we can assure the punlic that

1t theie 18 8 mass merchandising plan introduced that all of
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kap. Genoveair the people in that yroup will pe able to Join

it. I don’'t understand why the induatry doean't come
forward.

Mr.Katz1 1 will Joe put 1 juat have to respond to this, if of

course 8ll ths teatimony that you have and the evidence that
you have and I think tnis ia true indicatea thatthe company
18 doing more than the law would require it raises a guestion

A3 tO why you have to wiaatle with the passage of auch a law
to Degin with.

Kep. Genoveeils Only pecsBuae wa ara concerned with the fact that

there might be same groupe where thia will become a problem.

Rop. Pearson: Hr. Cooney 1 don’'t pelieve wa will have any

tobuttala here thia morning.

Josuph Couney: 1'd lixe to anawer Mr. Genoveai's queation I

mAy. Nep. Uenovesi, 1t A peraon were 8 dope addict 1 think
that you wouuld aay that tha company ahould not take him.

In this 1natance i1t wad apecified by the Hartford where they
81e 1ncluding §{m the State gmployees Masa Merchandiaing Plan
retired atate umployeus 1t you get 8 peraon who ia ower 30
f9818 Of age 1 don’'L think you should take him for the sake
0! the puvlic unless he is able to demonatrate hia phyaical
capacity. The {1j3st thing you now you have 8 law suit trom
lawyers claiming sa thuy do under enyineering atandards that
whon you gAve him the policy you inflicted an injury on the
public. I think that there hia got to be some outaide limits.
Theoreticelly yea, everybody in the claasa who ia 8 member of
A& labor union or retired atate employee can pe elligiple but
thoie muat ve certain aafeguards tor tha public built in.

1! wo were tO LAKe tOr inatance you redlize that under the
state mnloyvea Program tha active employee or the retired
emp loyee may nave A apouse who is tha driver who ia much older
o1 who may e in euch 8 condition that he ahould not have

a licunse. Under the provisions ot the pill before you the
insuied doesn't even have to have an operator's license in
the State ot Connecticut.

Gunovesis 1 don't mean to reput what you say Mr. Cooney,
except cthat the public hesring 1is being held so that we can
come up witi the vely pest oill that the Legislature can come
up with. And 1t thoase ara your recommendations, we will take
them into consideration and juat come torward with them that's
wh, we Are hore.

Katz: Lot .ne maxke thia an affirmative recommendation then,

1t you si1e concerned about the practiceses of some cgmpanies
1n thia tield and you're aatisfied that other companies are
8LLaempting to achleve A mdrxet appiroach to this along th:

<586
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Mr. Katz:i linaa of approaching yuaranteed iasus; Or in fact
guaranteed iaaue. Then I suggest that maype there should
oe eome inducemente to the other companiea rather than
penalties Oon the companies that are pertorming and that
inducement might very edaily oe to exempt any company that
writes on & guaranteed i12aue and makes known the availapility
ot ite plan to all memoere of a group the exemption from the
onnie Ot asaianged riex. And then perhaps you can turn this
thing around and attirmatively move in the direction of
inducing all companies to participate this way.

hep. Pearson: Thanx you Mr. Kata. Are there any other speakers?

kep. Vicino: Yea, 1 have e queation Madam Chairman of Mr. Katz.
1 wonder 1if you would purasue that idea which you have just come
torth with, I find 1t Quite intereating and I don't think I
completely understand avout the exemption and on those who are-

Mi. Kats: Well those, theie ie a propossl in one of package of
Hart Bille relating to varioue asubjecta, no-fault, mass
adi1keting 80 forth which recognizes that tha impact in mass
adrketing ot a completely open acceptance of tha entire group.
And thia of course 18 the moat acceptable kind of maaa marketing
ptopoael that you can maxe. Thia ia to cauas under present rules
and rtegulationa and obligationa ot companiea writing automobile
insurance to participate in Aasigned Riak Plana impoaes a
double whammy 80 to apeak. You initially agree to accept all
Of the membwra Of @ group recogniting that within any group
you will get & croaa section of risks some of the best and
some Ot the worst. A small percentage of that group is going
to be people who are being extracted if you will from the
Assigned hisa Pool. You have them on a voluntary basis but
having wiritten premium on that Plannecessarily as a particpant
in this Assignud Kisk Plan you continue in fact you enlarge
your obligation to accept a diatriovution of risks on a pro
rata shaie basis from the Assigned Risx Plan itself. So that
you not only accept a certain ahare within the group who
are not of the part of the voluntary market but you pick up
an incruased share of the involuntary market because you di
accept and write thias group in that fashion. It is a xind
of double wha.amy.

And there are proolems in worxing out a solution to this but
1 think it ahould be aolved betore you attempt tO regulatf'z
oi legialate a guarantecd iasue policy in one phase of this
mérxet.

hep. Vicino: The only problem I can see wich chac'Mr. Katz is
that under tnhe piresent conditions that now exist many companies
voluntarily write riaxs that you would normall; put into tne
Aasiyned hisx Poel, called non-standard policies. Howev
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Rep. Vicino:s the surcharges far exceed 8ny charges, surcharges
that are placed on that asme risk in the Asaigned kisk
Pool. 50 1in tact they are driving thia business which
they will voluntaril; accept into the Pool. I wonder if
maaa merchandiaing that ofiera everyone policy st a price

would Le in some caasea Lhe aame aituation where the surcharges
#1l1l1 bDe auch that they could not accept it.

Mir. Kata: This i1a true. You'd have to recognize that some
portion of the maaa merchandiaed group rejected the mass
marxeting plan because Nr price or becauase the Aasigned
Riax Flan had a cheaper premium. And thia ia why I say there
18 8 matte:r Ot principle hare that ahould pe resolved. The
poirt atill 1a and 1'm apeaxing to the over awing of this
legyislation. There haa to be a way to woik thia out and
nyain 1 would welcome a atudy ot this an opportunity to
teviaw witnh you and with the lnaurance Department ways oOf
doiny 1t and the meana. 1 heartily think that we are tar
enough Jdown the 108d in maaa marketing in Connecticut in terms
ot the percentage ot the market that’'a influenced by thia
to cume to 8 hard and taat conclusion right now.

Rep. Vicino: wWell might you agree that any riaka that would pe
axcopted unde: the masa merchandiaing acheme could or should
not exceod the rates in the Aaaigned Risx Pool?

Mi. Katz: wWell tor one :eason or another many people are willing
to pay more than the ratea in the Aasigned Riak Pool. 1If the
retuva in the Aeaigned Kiak Pool are totally aelf supporting
then they shuuld ve avout the aame aa che voluntary rates and
there wouldn't vo any difterence. I1f the peraon is willing
to pay mora 1 think they should certainly be entitled to do so.

Kop. Lakoaa: Madam Chaiiman, Mr. Katz, one more question. In the
event that we allowed you and your company and all the companies
that do Lueineaa in Connecticut under masa mexrchandising or
marxeting to 9o into 8 plant with aay of 1500 people and take
whatever riex that they teel that they can live with. The
Question ia at the end of two yeara or at the end of three years
thuey have aasumed 1,000 people in a plant at the risk and they
all adhere to the underwriting rulea, the companies that they
have aasauned tneae reaponaivilitiea, snd now their loss ratio
in thia particular group yoes up to 200 or 300% what is the

compsny goiny to do?

Mr. Kata: Kaiase the 13tea.

Rep. Lahoas: Kaiae the ratea to what proportion?

Mi. Katz: Well i1t'a not JUU% it's some tragment Or tiaction oi
that sutficient to be able to pay the losses in the tature
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Mr. Katz continued: that 1s what it ig.

kep. LaRoas: O.K. sasuming that they had another case within
the aame atructuie thare that thair losses were minimum with

one jroup offset the other or would each group stand on its
own merits.

Mr. Katz: We are getting into rather complicated-

kep. LaRoaa: We're getting into maaa merchandiaing that what
we are getting into.

Mr. Katz: No, we ere getting into rating and I can only anawer
tor our particular company appraoch to it. Unleaa you had
an extremely large group, the loaa experience of a yroup of
1500 which you reterred to would not in our opinion be large
encugh to turn around and aay the loasea on that group have
to ve conaldered to De the future experience for that group
and we won't conaider any other group that might have lower
loaaea when we set the premium for that. We would ;pool
together and make only a emall difference between the ratea
ot the one group and the other group. And our tiling preaently
with the lnaurance Department permita ua to do thia to the
extent Oof & 4% awing One way or another atter we've had 3
yuars of expeirlence on that group'a buaineaa.

khep. Pearson: Thank you Mr. Katsz, 1f we could interrup the
maaa merchandiaing teetimony tor a moment, excuae me sir,
Kep. rabrisio trom Norwalk is here again.

Rep. Fabrizio: ]'m sorry 1 didn’'t talk batore on thia pill.
Madam Chairmen, committee membere, 1 have introduced HE-8822
KEGULIRES COMPULSORY MOTOR VEHICLE INSMKANCE . I feel that
Connecticut ia behind timea, New York haa compulaory motor
vehicle inaurance, Maaaachuaetta haa compulaory motor vehicle
inaurance and many other atatea have compulaory motor vehicle
inauiance. 1 have heard of numeroua instances where someone
waa involved in an accident and one ot the partiea did not
have inaurance and one of the occupanta of the car was landed
in the hospital without compensation. Also if we had compulsory
motor vehicle insurance we would pe protecting the pedistrian
who walxs across the street, and geta hit by an uninsured
motoriat and landa in the hoapital. He receives no compensation
trom the i1nauidnce company whataoever.

But 11 we had compulaory motor vehicle insurance he would be
protected aygainat thia ioaa. About 5% of the people who o
drive cars have inaurance and it 1s not fair that the remaining

5 » do not have insurance. And we should not a2llowed this
remaining 5a to uae the etreets in Connecticut wxghout irsurance.
Thia 1e 8 good snd much needed and long ovardn~ bill and 1

urye & tavorable report. Thank you.
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Kep. Pedrson: Thank you Rep. Pabrizio. Now we will get back
to the mass merchandising. Excuse me.

kep. Crockntt: Msdame Chairman, hes Mr. Katz of the Aetna left?

V.K. Anyone elee here trom the Aetna Life and Casualty that
could answer 8 Questions pBill Yeatg;?

Aillard Yeats: 1'll pass along any queation that you may have.
It 1t 18 8 simple one 1'll try to answer it.

kep. Ciockett: Does the Aetns Life and Casuslty market group
lite i1nsuidnce, sccident snd health and so forth?

Willerd Yests: Yews i1t does.

Rop. Ciocxett: How auch otf thie vueineee is done through agents?
Rather than on & direct baseis company to company.

Mi. Ysste: A giest dJdesl of it is done through insurance brokerage
houeee i1n conjunction with salaried home office repressntatives
80 thetre 1s an agent in the picture and 1 would say in all of
tho < heee Or moat all of them. The large cases particularly
sre sll dons throuyh the brokerage houses.

hap. Crockett: This mey not pe completely pertinent to the thing
tnst we are discussing hsre but it just appears to me having
been i1n the lite ineurence businese for the laat 17 yesrs,
that what this maas merchendising ia really getiing down to
is ths elimination ot the agent.

Mr. Yests: 1 think that there say be concern on that score, yes.
Rep. Crockett: Well I'm very concerned about it. Thanx you.
Kep. Pesrson: Thank you. KRep. Conners you wanted to speak.

Rep. Connursi: Msdam Chairman and 8ll you handsome gentlemen
trom the Aasumoly and the Senate, 1'd like to go on the recorad
11, tavor ot HB-63.3 and HB-0334. PAYROLL DEDUCIIONS OF INSURANCE
PREMIUMS BY PUBLIC SEKVICK COMPANIES and SAME STATEMENT REPEALING
1 don't want to bore you with any details 1 happen to be a
member of a union, The Connecticut Union of Telephone Workers.
1 teul and 1 don't want you to pick me up and say this is 2
conflict ot interest here, cause 1 only work tor the State
part time. But I would like to go on in travor of these bills
and 1'd sppreciate 1t very much it you would give it a
tavorsple. Thanx you very much.

Rep. Pearson: Hep. Conners will you explain to the committee where
Stamtord ia.




51 cap IMSUKANCE AND KEAL KSTATE
wedneaday Lpril 7, 1971

KRep. Connere: Where Stemtord 1s/ Ths gateway to New England.
There 18 only ona pert of the gateway that is richer and that
1a Greenwich and New Cannan ia even richer. Crockett is

really loaded down there i1n 0ld Greenwich. They have stock-
broxers cleaning the atreeta.

Kep. Pedreons Thank you Rep. Connhera. Now we will continue
with the meaa merchandiaing sir.

Humbert M. Orio, Weet Haven, amall i1naurance agent: 1 am the
emall agent that Mr. Crockett eeemed to have wanted to ask
the Question of the gentleman from the Aetna Caaualty. 1
have e amall agency and a amall agent we have the same problems

8e many of the oig agents, the writing of buaineas; Whether
it be suto, homeuwners, homes snd a0 on.

it is mu honest Delietl that I am against mssa merchandising
but sa Abe Lincoln once said in tha Gettyabury addresa I don't
11 my worda will pe much hesrd after thia particular hesring
but however 1t we ere going to continue the agency syatem of
over 4.YJJ Or ao agenta in the State of Connecticut of

whom moat are emdll enterpriaing businessmen who hava to
struggle with the conatant proolem of writing new buaineaas,
1etaining the old, then baeically mass merchandising if it is
going to have any effect ahould only ba tha fagt that some
yentlomen trom aome firm had the opportunity to write masa
merchendieing with aome company or organization, tha lelephone
Company or eomething like that., To wme that's sufficient
advantage that he haa 1in writing msss merchandiaing but 1
detinitely do not teel that he should have any additional
sdvantagus having yarned all theae customers of a captive
audience, put them on his block Ot businass, to hsve any
disciimination 8t all with regards to pramiums, acceptaoility,
location ot the property, age, race, color, ethnic background
or snything elae that this country for the last 20 yeara has
veen trying to eliminate to make it & better country for every-
body.

Fiankly apeaxing tor myself 1 dount if 1 would ever get close
to an account where 1 would write mass merchandising. 1 think
that goea tor the majority of tha inaurance agents in the State
Oof Connecticut. Maass merchandiaing means to probably the big

5 Or 4+ 0! Connhecticut inaurance companies who through their
exclusive oenetit and through tha discrimination of every
other agent would take thia ousiness away from smaller ?gents
and not give any particular advantage of benefit even with
tegard to eo called initial premium. 1t has oean my eXxperivcnce
in the 1J yeara that 1've had my agency. I've seen premiams
douvie 10r clients who have never had an accident, who have
never had a claim, who have oeen turned Jowl
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Mi. Urio continued: neighoorhood changes consiatancy and still
nai1nLé1n thelr property or cara in excellent condition and
1 11nd that aoat ot the arbitrary resaon tor turning down an
individaal and writing irnasurance are biased and unfair to
everywody whether thuy s:e 11ch or Poor. Because the poor
and the rich nave both been diacriminated against in the
wiiting Of insurance 1n thisa State. And 1 feel that it
they 8te gO1ng tO allow maaa merchandiaing in-and they
provauly will, they slready have 1t instituted and so
the Commieeioner ia an able end capanle man knowa what's
go1ng on would not allow the deatruction of the agency
ayatem, the amall agent, and putting mora people out of
usilhoad over which they have no control. And the conatant
teeling of the wig companies, they hav a already shown their
attitude vy the cancellation of agency contracta even when
the law atatea, the loasa ratio i1s rasasonable. And within
An Ared where they 8re atill making a company profit.

1 waa cancelled vy 8 company with 8 five yesr loaa ratio
of J7.%% and ] doubt that many agenta in thia room could
boset 8 Letter one 1n tuday’'s market. Now what are wa going
to dor Are we going to put 2,000 or so agenta out ot business?
lie we going tOo let the i1nsurance company land in the hands of
& halt » dozen agents 1n strategic areas in Connecticut to the
exclueion of the others. Thaass men have paid their taxes for
49, Jr sJ or 49, 5V yeara, nuilt family agenciea and brought
their children 1nto the busineaa. They're ataying off the
welfare roles, they're asel:t auppliant, they pay taxea, they're
puwlic spiitited, they get involved in the Leyislature as you
An see, we have gentlemen here 1n the insurance business.

Are you going to let & tew biyg companiea motivate and decide what'
going to be beat tor the milliona of people in the State of
Connecticuts I can cite you witneasea where you are talking
about tney‘'ll write anybody in the Pool in the group. If you
think they do you can reat aasured that that man who is having
8 conviction for reckleaa driving, or under the influence or
something, hia rates will be higher than the others, than the
Asaigned Riak Plan. If they tace him. And you can rest
sssure d that the tirat opportunity chey will look to eliminate
him trom the thinyg and there ia no place in my mind. And
e’erybody talxa apout viewpoint where they are personally
involved. 1'm apeaking not only for myself but for 2,000
ajents 1n Connecticut who don't even xnow that I am here

tryiny to apeax in their behalt.

Now wnat you do with thaa bill, what you do with the rest
or legialation yos are going to hear on today and tor.the
reat of the aeasion, you must take it with the viewpoint

what i1a good tor the
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Orio continued: general good and in this particular case we
talx about tha ganaral individual agent, of which there
must be over 2,000 in the State of Connacticut. And I am
aura that with the Commiseioner that we have who knows his
puaineaa, the comaittee knowe ite buaineas, then you don't
yet any evasive anawers from me and when I am through I'll
ve glad to answer any questions within my knowledge.

But tnis is the way 1t we are going to have a better State
ot Connecticut, & vetter inaurance industry where an agent
can sleep nights and do hie business and grow and prosper
ae 1n any other buaineaa then thie ie what muat be done.
Thank you.

Laroaa: MHadam Chairman, Mr. Orio juat a baaic quastion.
As an independent hAgent do you at the present time have

& fiee maiket availaple to you to write automobile and
paetsonal lines insurance on a standard basis excluding the
Assiyned kieny

Orio: Speaking tor myself and for every agent and I have
canvassed the State 0! Connecticut from the wonderful arca

ot stamturd to New London and juat about every place, I spent
n lot 0! time i1 Li1ying to develop what 1s good for the
induatry am what i1s good for the puolic, what is good for

the Stste 0! Connecticut and there ia no unlimited auto buying
insurance pi1oOgraas by any company.

Lakoaa: At the present time in other worda you cannot serve

Aa an agent veceuse 1 teel we have & responsibility to the

people ot the State of Connecticut, you cannot service your

cliente the way you would like to aerve them becauae the market

is more or less restricted, ia that ccrrec./s
May 1 maaw @ euggyeation? I would auggeat that there is a hearing
on April 12th here 1s a bill for tha expansion or tha market
SB-1378 and I would auggeat that you get everyone who is interested
in that market to be here and to give their testimony to the-

01101 Your.huoor I've also introduced three bills today which
help eliminate the proolem tor the inaurance industry and I
hope that they will pe granted a favoraple impression and
cornsideration when they are discussed later.

Kep. Pearson: Thans youvery much Mr. Orio. Are there any other

speaxkers?

Arnold 4ackin, independent agent,#olf iackir Associates, Veyrnons
IThe previous speaser indicated somewhat that the legislator or
the people of Cornecticut, owe the independent ajgent a livilc.

i1 don't oeliieve in the philosopny. 1 _ust want to aak2 ol.
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Mr. Zackin continued: point. Hearing the representatives of
che insurance companies association, the Hartford Group
and the Aetna. We Write in our agency considerable sum of
auto insurance in the course of the year. We do have a
substantial marketing problem; From some of these companies
you heard from today. They will not write a person who's
had maybe one chargeable accident or a towing charge, maybe
two towing charges in a couple of years. But my point is
this, they are now going out and saying that they will write
96 or 97% of all the applicants State Employees or some large
corporation. When today in our agency and many many other
agencies, most agencies, they will not write the same people
at higher rates. Now granted I am for any product, any
marketing program that can reduce the premium including
mass marketing. If we can find a way to get this product
to market at 1lu% less, 15% fine. But no matter what any
company tells you they are not going to write all the risks
that work for this certain employer under a mass marketing plan.
They will write this person under their rating plans which is
substantially higher than our assigned risks, which normally
will force this person to an assigned risk, and when I say
substantially higher, I'm talking about hundreds of dollars
on what we call a poor risk.

Also the guestion of mass marketing I would like to point out
that brought to my attention that the filings on some of these
plans have been made for what we call mass marketing payroll
deduction. This is well and good because this is where the
savings is involved. I do think Mr. Cooney and anybody here
from the insurance companies will say that this is the key

to mass marketing is payroll deduction. A few of the plans
that are being sold have been converted back to non payroll
deduction for one reason or another. For example the Hartford
Bar Association is not payroll deduction. They will in effect,
The Aetna Casualty sold a policy to somebody in the Hartford,
two people in the Hartford Bar Association, who are neighbpors,
live in the same town, have the same exposure, same accident
rates for substantially less with no payroll deduction. Each
get billed to their house and eithexr pay monthly, quarterly,
or annually or whatever you have. This is in my opinion
discrimination.

Insumwary I am for any plan that will save the consumer money
pbut it has to confine with our present discrimination laws.
These companies are discriminating substantially under certain
mass marketing plans that are in effect.

hep. Pearson: Thank you very much Mr. Zackin.

Mr. Orio: ©No, 1 just want, he said they, I asked that they owed
me aliving. <They don't owe me anything. I just want to have
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Mr. Orio continued: the open opportunity to be able to sell
the insurance on the open market as you can a pair of shoes
Oor any other commodity.

Rep. Pearson: Are there any other speakers? Then I think we
will close thehearing on this portion for mass merchandising.
Senator is that all right?

kep. Palmieris: We will now thke the rest of the bills in the
numper called for on your sheet. We will open up hearings
on HB-7550 and before we do this I want to turn the chair
over to Rep. Vicino.

kep. Vicino: We will first have any one in favor of HB-7556.
AN ACT CONCEKNING INCKEASES IN MOTOR VEHICLE INSURANCE PREMIUMS
FOLLOWING ACCIDENIS. Anyone opposed?

Thomas Sullivan, Attorney, Connecticut General Insurance Corporation:
I would like to speak in opposition to HB-7556. I make this
statement on pehalf of the Insurance Association of Connecticut.
I won't go into a great deal of detail on this except to point

out to you that the bill misaporehend and/or overlooks the
basic principle of motor vehicle insurance rate-making which

is the equitanle distribution of insurance costs. The bill
assumes that the involvement of an insured in one accident
automatically results in a premium increase without regard to
this insured role in the accident, his previous driving record
etc. This is simply not the case. Before anyone who is insured
under an auto policy is given a rate increase very careful
consideration is given to his safe driving record, previous
accidents and most particularly his role in the accident for
which the claim is made if only one.

Actually the whole basis of safe driving claims or plans is
the fact that statistics have demonstrated beyond a shadow of
a doubt that an involvement of a person in an accident which
is his fault demonstrates statistically over a long period of
time perhaps the balance of his driving career that he will
be involved in other auto accidents. And the purpose of a
premium increase is not to recoup the loss because obviously
most losses that result today at least in this kind of a
market, would be impossiible to recoup with premium increases.
It's simply to provide for losses in the future predicated

on fault in a particular accident. So on this basis we would
urye that you do not give your favorable consideration to this
bi1l1l. And I have a statement Mr. Chairman which I would make
known and leave with the committee.

Rep. Vicino: Are there any questions of the committee?
Thank you sir. Anyone else in opposition to this billy
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