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JOHN G. DAY

MISSIONER OF INSURANCE BOX 1137

RICHMOND, VA. 23209

JAMES W. NEWMAN TELEPHONE (804) 786 — 3°

DEPUTY COMMISSIONER OF INSURANCE

STATE CORPORATION COMMISSION
BUREAU OF INSURANCE
May 9, 1977
1977-5

TO: ALL COMPANIES LICENSED TO WRITE PROPERTY AND CASUALTY
INSURANCE IN VIRGINIA

RE: Readable Insurance Policies - Automobile, Fire, and
Homeowners Policies

The General Assembly of Virginia has enacted legislation to
become effective July 1, 1977, which will permit insurance
companies to file and use readable insurance policies on an
experimental basis with respect to automobile, fire, and home-
owners policiles. A copy of the new law is enclcsed for your
information.

Accordingly, the Bureau of Insurance will accept for review
filings of simplified, readable policies that offer the eguivalent
coverage currently provided for in existing automobile, fire, and
homeowners policies,

Specific standards relating to uniform printing (size of
type) and to readability formulas (Flesch Reading Ease Test,
Gunning "Fog" Index, etc.) are not being adopted at *this time.

In lieu of such standards, companies should review the recommenda-
tions contained in the enclosed Guidelines.

In the event insurers do not desire to develop and file
readable insurance policies at this time, I strongly urge that
approoriate explanatory brochures, outlining the major policy
provisions, be developed and forwarded to each of your automobile,
fire, and homeowners insureds. In the event brochures are used,
copies should be sent tc the Bureau.

Should vou have any questions concerning this matter, kindly
communicate same to> this office in writing.

Thank you for your cooveraticn.

Very truly yours,

ohri G. “Day
Commissioner of/insurance
JGD:dbh

Enclosures



cHAPTER 2 §5

An Act ro amend the Code of Virginia by adding sections numbered 38.1-367.1 and 38.1-
387.1, relating to the language contained in certain policies of insurance.

[H 1522]

Approved m&hd‘\ 16, lq77

Be it enacted by the General Assembly of Virginia:

1. That the Code of Virginia is amended by adding sections
numbered 38.1-367.1 and 38.1-387.1 as follows:

§ 38.1-367.1. Commission to establish guidelines on readsbility of fire insurance
policies.—The Commission may establish guidelines for the filing of simplified and readable
fire insurance policy forms which are acceptable for issuarce; and, potwithstanding the
provisions of §§ 38.1-365, 38.1-366 and 38.1-367, an insurance company may issue a fire
insurance policy wkich deviates in language, but not in substance or coverage, from the
standard policy form provided for in §§ 38.1-365, 38.1-366 and 38.1-367, provided the
deviating policy form is. approved by the Commission prior to issuance in accordance with
the guidelines hereinabove authorized.

§ 38.1-387.1. Commission to establish guidelines on readability of automobile
insurance policies.—The Commission may establish guidelines for the filing of simplified
and readable autcmobile insurance policy forms which are acceptable for issuance; and,
notwithstanding the provisions of §§ 38.1-382 through 38.1-387, an insurance company may
issue an sutomobile insurance palicy which deviates in language, but not in substance or
coverage, from the standard policy form provided for in §§ 38.1-382 through 38.1-337,
provided the deviating policy form is approved by the Commission prior to issuance in
accordance with the guidelines hereinabove authorized.
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GUIDELINES FOR SIMPLIFICATION

AUTOMOBILE, FIRE, AND HOMEOWNERS POLICIES

The Policy as a Legal Document

1. Revision of the insurance policy to make it more
readable must not lead to its devaluation as a legal
document.

The principal objective of policy revision is to make
it readable and understandable to the average layman.
This does not mean that language used should be so
informal that the importance of the contract is
lessened. While unnecessary legalistic terminology
can be and should be avoided, precision and accuracy
must not be sacrificed in the process. Moreover, the
revised policy should be sufficiently formal that it
cannot be mistaken for a brochure or other advertising
piece.

Z. The policy revision process must proceed with the
highest degree of care and ceution.

Insurers who have undertaken to revise their policy

thus far have found that inevitably there is some
simplification. This is a desirable by-product of such
a project. However, simplification and "streamlining"
should be deliberate. Great care must ke exercised to
make certain that coverages set forth in ths readable
policy accurately express the intent of the drafters.
The revised policy should conform to the existing policy
or to newly introduced coverage concepts.
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General Organization of Text

The revised policy should be organized In such a
manner that the text follows logical thought patterns.

At present automobile insurance policies resemble

Topsy in that they "just grew." Coverages, exclusions,
conditions, etc., appear to have been tacked-on as

legal requirements changed. Initiation of a readability
project affords the insurer a unique opportunity to
rearrange the contract into logical thought outline-
flow sequence.

Coverages should be self-contained and independent to
the greatest degree possible.

A format change adopted by some insurers who have
already engaged in a readability project has been to
rewrite with the objective of making each coverage
independent of other policy provisions to the greatest
degree possible. Present contract format does not lend
itself to ease of comprehension. Even a knowledgeable
reader must often refer to several different policy .
parts in order to solve specific coverage questions.
This should be avoided whenever possible.

General policy provisions applying to all or several
coverages alike should be located in a common area.

While policy conditions applicable only to certain
coverages should be located in the appropriate coverage
section, this does noct mean that each section must be
redundant as to certain provisions common to all, or
virtually all, coverages. This means that there must
be some repetition. At the same time, there must be
some compromise with the goal of independence of
coverage provisions.

Non-essential provisions should be eliminated and the
policy should be simplified wherever possible.

Recent statutes, court decisions, regulations, and
social changes may make a few policy provisions
obsolete. Careful review may well result in identifica-
tion of unnecessary language.
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Specific Organization Suggestions

1. The readable policy should generally comply with the
following organizational format:

a. Type size should not be smaller than 8 point, non-condense:

Generally, readability is enhanced by judiciously
combining reasonably large type with other

printing devices. However, other factors must be
considered in order to avoid an overly lengthy
policy. Increased paper and postage expense may
result from adoption of large size type. Therefore,
8 point type size is an acceptable minimum.

b. Type style selection should be at the discretion of
the Iinsurer, but care should be taken in selecting
a legible type.

Extreme type styles, such as "0ld English" or heavy
block should be avoided. There are many acceptable
type styles and reliable printers are generally
capable of properly advising as to which individual
style or combination of styles is most desirable
for ease of reading.

C. Captions or headings should be designed to stand
out clearly.

Insurers should consider adoption of bold-face
captions or use of a different type size or type
style for headings and captions. Upper case type
or printing in contrasting color may also be used
for emphasis.

d. Wwhite space separating coverages, policy sections,
and columns should be sufficient to make a
distinct separation.

Ample usage of white spacing can enhance
readability. Insurers should use white or buffer
space between the various headings, captions, and
columns to avoid squeezing too much language on
any one page. This makes the pclicy less of a
challenge to the reader.
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2. In order to enhance readability, insurers may want to

consider adoption of the following optional devices:

a.

Tnsurers should consider use of various devices
to make the various insurance policies more
attractive, and thus, more readable.

Policies are more readable if printed on highly
contrasting ink and paper. Use of more than one
color might be advisable. Insurers may wish to
use appropriate illustrations.

Convenience of size and weight should not be
overlooked.

Policy size and weight of paper is a problem, and
will inevitably involve certain compromises. In
general, insurers must evaluate their capacity to
produce policies of a particular size, based on
existing forms, procedures and equipment. The
policyholder's convenience in storing the policy
should be kept in mind. Cost of mailing and
printing is an essential and proper consideration.

Use of a handy table of contents has advantages to
the reader unfamiliar with the text.

A policy table of contents is an excellent
readability aid and permits ease of location of
important contract provisions. It is suggested
that insurers consider inclusion of such table
of contents.

Defined words and terms should be selected with
care and insurers should consider adoption of a
separate definition section to appear early in the
policy format.

Defined words and terms should be used for

purposes of clarity and to avoid frequent repetition
and avoidable redundancy. Defined words may then

be capitalized or underlined in the text. Definitions
should be kept to a minimum. Insurers who have
already developed readable policies have found that
too many definitions are almost as much of a hindrance
to ease of comprehension as too few. Many words and
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terms, particularly those common to one coverage

or section, can be explained in the text material
itself without appearing to be formal definitions.
The number of defined terms depends upon the policy
contents, the number of coverages contained in the
policy, and the scope of the policy: i.e., whether
the policy is designed to cover private passenger
cars or all types of vehicles.

General Readability Guidelines

1. Policy revisors must adopt modern principles of writing
in order that the revised policy can be read with in-
creased comprehension. Some of these principles are
as follows:

a. To be readable, the policy should be written in
everyday, conversational language.

Legalistic terminology and legal sounding phrases
should be avoided wherever possible. The adoptiocon

of conversational style does not mean that writing
should be less accurate than at present. Undoubtedly,
there will be portions of the contract reguiring
precision of thought and specific legal terminology.
However, this should be kept to a minimum. Contractions
can be used where appropriate. Correct grammar should
be used throughout the text. Debasement of the English
language is not necessary in order to make a formal
document more comprehensible to its readers.

b. Use short, familiar words wherever possible.

Vocabulary is a tool, a means to an end. It is not
a proper end in itself. Avoid long, polysyllabic
words when short ones will do just as well.

C. Sentences are more readable If they are short and
simple.

Most experts in modern writing agree that good
sentences should average less than 20 words. It is
preferable to express a complete thought in each
short sentence and then to convey complex ideas by
the use of several short sentences. Periods are
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better than colons or semicolons unless an
outline style is adopted.

d. Use a persconal style.

Use of "his," "her," "you," etc. is proper in

a formal document. Current use of the impersonal
style in insurance contracts does not lend itself
to ease of comprehension. Present tense and active
verbs should be used wherever possible.

Readability formulas should be used to check the revised
policy text against the previous existing standard text.

Modern readability tests measure comprehension on

the basis of sentence and word length and emphasize
that short sentences and monosyllabic words are pre-
ferable when complex concepts are to be conveyed to

the reader. No one readability standard formula is
required, but insurers should use one of many available
tests to check their revised policies. The Flesch
Reading Ease Test, The Gunning "Fog" Index, and similar
tests can be useful tools. :
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In addition, ISO is preparing a Reference
Document submission to accomplish appropriate
rules amendment and premium separation to
afford the required options.

If this company contemplates utilizing the
amended rules and premium separation to be
contained in the ISO Reference Document
submission, such can be accomplished by
advising the Commission therecof in writing,
in duplicate, indicating therein the ISO
Reference Document Nc. being adopted.

If this company contemplates utilizing
amended rules and premium separation other
than those to be submitted by ISO, such

must be physically filed, in duplicate, with
the Commission.

Note that the statutory changes are applicable
to all new and renewal motor vehicle liability
insurance policies that become effective on and
after July 1, 1977.

Chapter 188 (S 804) adds §38.1-381.7 to the
Code of Virginia, and provides that any

~insurer issuing policies of automobile insurance

shall provide the named insured at the time of
issuance or renewal with a statement defining
the rate classifications of the insured. The
new statute also provides that the Commissioner
of Insurance shall approve the form of such
statement prior to its use.

Insurance Services Office (ISO) is preparing a
Reference Documént submission for the Rate
Classification Statement form explaining the

new expanded Classification Plan (the so-called
161 Class Plan) and the Safe Driver Insurance
Plan that were incorporated in the ISO submission
on December 27, 1976 of Reference Document
PP-77-RA-1.

If this company has adoptéd the 161 Class Plan
and the Safe Driver Insurance Plan by adoption of
ISO Reference Document PP-77-RA-1, or if this






. nstesindeatiiune ... . . DSiesdeet

IO,V

Page 3
May 9,

1977

company has independently physically filed
both such Plans in the precise wording thereof,
the required filing of Rate Classification
Statement form can be accomplished by advising
the Commissioner of Insurance in writing, in
duplicate, of the adoption and the No. thereof
of the Reference Document that ISO will submit
containing the Statement form.

ISO will not submit a Reference Document forxr

a Rate Classification Statement form explaining
the o0ld Classification Plan (the so-called

7 Class Plan) and the Safe Driver Insurance Plan
which have been in effect in Virginia for a
number of years.

If this company continues to use the old 7 Class
Plan or the old Safe Driver Insurance Plan, or

if this company has independently physically
filed a different Classification Plan or a
different Safe Driver Insurance Plan, a Rate
Classification Statement form explaining the
Classification Plan and the Safe Driver Insurance
Plan utilized by this company must be physically
filed with this office for approval.

Note that the requirement to provide the

Rate Classification Statement is applicable to
all new and renewal motor vehicle policies

that become effective on and after July 1, 1977.

Chapter 415 (H 1634) amends §38.1-279.33 of the
Code of Virginia, and provides that an insurance
company shall not use information to produce
rates for individual risks which the Division

of Motor Vehicles would be prohibited from

furnishing such insurer pursuant to §46.1-31(B) (2),

a copy of which is enclosed herewith.

Such prohibition provides that accident and
conviction reports furnished by the D.M.V. shall
not report any conviction or accident after
forty months from the date of such conviction

or accident unless the Commissioner (of D.M.V.)

~or court used said conviction or accident as a

reason for the suspension or revocation of a
driver's license or driving privilege, 1in which
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case the revocation or suspension and

any conviction or accident pertaining
thereto shall not be reported after forty
months from the date that the driver's
license or driving privilege has been
reinstated.

Note that the amended statute 1is applicable
to all new and renewal motor vehicle
policies that become effective on and after
July 1, 1977.

Such means that an insurer shall not use
any conviction or accident, the date of
which is forty months prior to the
effective date of a motor vehicle insurance
policy, or as otherwise stipulated, in
producing rates for individual risks on
new or renewal motor vehicle insurance
policies that become effective on and

after July 1, 1977.

Accordingly, if this company utilizes a

Safe Driver Insurance Plan, or other similar
rating procedure, by whatever name such be
referred to, a careful study of the provisions
of such Plan should be undertaken immediately

" to ascertain compliance with the amended law,

and amendments to such Plan should be filed
forthwith, as appropriate.

Chapter 181 (S 691) amends §38.1-381.6 of the
Code of Virginia, by adding age to the factors
which cannot be used by an insurer to refuse

to issue a policy of automobile insurance, and
adds the proviso that nothing shall prohibit

any insurer from setting rates for such insurance
in accordance with relevant actuarial data.

Note that the amended statute is applicable
to all new and renewal motor vehicle policies
that become effective on and after July 1, 1977.

Chapter 621 (H 1631) adds §8.01-66.1 to the
Code of Virginia, and provides that if a
court of proper jurisdiction finds that an






Page 5
May 9,

1977

insurance company licensed to write motor
vehicle insurance in Virginia, or others,
unreasonably (not in good faith) failed to
pay a claim of $150. or less in excess of
any applicable deductible, the court may
award double damages and reasonable
attorney's fees,

Note that the new statute becomes effective
on July 1, 1977, and is applicable to all
motor vehicle policies in effect on July 1,
1977 and to all new and renewal policies
effective on and after July 1, 1977.

Should you have any questions concerning this matter,
kindly communicate same to this office in writing.

JGD: dbh

Enclosures

Very truly yours,

ohn G. Day
Commissioner of Insurance






§ 46.1-31. Records of Division; when open for inspection: driving records
privileged: release of privileged information. — A. All registration and title
records in the office of the Division shall be public records, but shall be open for
inspection only subject to such regulations as the Commissioner may adopt.

. The Commissioner shall consider all driving records in the Division as
rivileged public records and shall release such information only under the
ollowing conditions:

1. Upon the request of any individual or parent or legal guardian of a minor
or representative thereof, the Commissioner shall provide Lhat individual with
a complete explanation of all information pertaining to that individual or minor,
exce?t that medical information, which in the judgment of the Commissioner
should only be disclosed by a physician, shalf be referred to any physician
designated by the individual or parent or legal guardian.

2. Upon the request of any insurance carrier or surety or representative
thereot, the Commissioner shall furnish an abstract of the operating record of
any person subject to the provisions of this title. The abstract shall fully
designate any record of any conviction of the person of a violation of any
provision of any statute or ordinance relating to the operation or ownership of
a motor vehicle or of any injury or damage in which he was involved and a report
of which is required by § 46.1-400; provided, however, that no such report of any
conviction or accident shall be made after forty months from the date of such
conviction or accident unless the Commissioner or court used said conviction or
accident as a reason for the suspension or revocation of a driver’s license or
driving privilege, in which case the revocation or suspension and any conviction
or accident ertaining thereto shall not be reported after forty months from the
date that tf\e driver's license or driving privilege has been reinstated, and
provided further, however, that such abstract shall not be admissible in evidence
in any court proceedings. The Commissioner shall charge a reasonable fee for
the operating record and may furnish the operating record by electronic means.

3. %pon the request of any business official who provides the Commissioner
in writing with an individual's driver’s license number, the Commissioner may
furnish that person the name and address of the individual as shown on the
Division's records for that driver’s license number.

4. Upon the request of any law-enforcement officer, Commonwealth’s
attorney or Court,_d)e Commissioner shall provide an abstract of the operating
record showing all convictions, accidents, driver’s license suspensions or
revocations and other appropriate information as the requesting authority may
require.

5. Upon request of the driver licensing authority in any other state, the
District of Columbia or foreign country, the Commissioner shall provide such
information as the requesting authority shall require.

6. Upon the written request of any employer or prospective employer, the
Commissioner shall provide an abstract of an individual's operating record
showing all convictions, accidents, license suspensions or revocations, and any
type of license that the individual currently possesses; provided that the
individual’s position or the position that the individual is being considered for
involves the operation of a motor vehicle.

7. Whenever the Commissioner issues an order to suspend or revoke the
driver’s license or driving privilege of any individual, he may notify the National
Driver Register Service operated by the United States Department of
Transportation. '

8. Accident reports may be inspected under the provisions of § 46.1-410. (Code
1950, § 46-32; 1958, ¢c. 541; 1964, c. 42; 197p, c. 505.)

The 1976 amendment designated the former  subsection B and substituted “and wtle™ for
provisions of this section as subsection A, added  “title and license” in the present subsection A.
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CHAPTER Il 2%

An Act to amend and reepact §§ 38.1-380.1, 38.1-3502 and 46.1-497.1, as severaily
amended, of the Code of Virginia, relating to optional motor vehicle lLability
insurance.

[H 699]

Approved /March 8,1977

Be it enacted by the General Assembly of Virginia:

1. That §§ 38.1-380.1, 38.1-380.2 and 46.1-497.1, as severally
amended, of the Code of Virginia are amended and reenacted as
follows: -

§ 38.1-380.1. Opticnal provisions as to injuries to named
insured, his family and persons occupying insured motor vehicle.—
Upon request of its insured, every insurer licensed in this State
issuing or delivering any policy or contract of bodily injury liability
insurance, or of property damage liability insurance, covering
liability arising from the ownership, maintenance or use of any
motor vehicle shall provide, on payment of premium established by
law for such coverage, as a minimum coverage (1) to the named
insured and, while resident of the same household, the spouse and
relatives of the named insured while occupying an¥—or through being struck
by a motor vehicle; and (2) to persons occupying the insuréd motor
vehicle, the following hospi medical and disability benefits for
each accident:

(a) All reasonable and necessary expenses for medical, hospital,
dental, surgical, ambulance, prosthetic and rehabilitation services,
and funeral expenses, resulting from such accident and incurred
within one year after the date of the accident, up to two thousand
dollars per person; and

(b) If such person is usually engaged in a remunerative
occupation, an amount equal to the loss of income incurred within
one vear after the date of the accident resulting from injuries
received in such accicent up to one hundred deilars per week during
the period from the first workday lost as a result of the accident up
to the date such person is able to return to his usual occupation and
for a period not to excesd fifty-two weeks or any part thereof.

The insured has the opdon ofpurc:zamgezﬁzerarbotb of the coverages set forth in
(3) and (D).

§ 38.1-380.2. Required notice of optional coverage avzailable.—
On and after January one, nineteen hundred seveary-five, no
original or renewal premium nctice for insurance covering habm*v
arising out of the ownership, mainterance or use of any motor
vehicle shall be rendered unless it contains on the front of or
enclosed with the premium nodce in bold faced type, the following
legend:

IMPORTANT NOTICE
IN ADDITION TO THE MINIMUM INSURANCE REQUIRED BY
LAW YOU MAY PURCHASE ADDITIONAL INSURANCE
COVERAGE FOR THE NAMED INSURED AND EIS RELATIVES
WHO ARE MEMBERS OF HIS HOUSEHOLD WHILE CCCUPYING OR
THRQUGH BEING STRUCKX BY A MQOTOR VEHICLE AS WELL AS






OCCUPANTS OF THE INSURED MOTOR VEHICLE. THE
FOLLOWING HOSPITAL, MEDICAL AND DISABILITY BENEFITS
ARE AVAILABLE FOR EACH ACCIDENT:

(a) PAYMENT OF UP TO TWQO THOUSAND DOLLARS PER
PERSON FOR ALL REASONABLE AND NECESSARY EXPENSES
FOR MEDICAL, HOSPITAL, DENTAL, SURGICAL, AMBULANCE,
PROSTHETIC AND REHABILITATION SERVICES, AND
FUNERAL EXPENSES RESULTING FROM SUCH ACCIDENT
AND WHICH EXPENSES ARE INCURRED WITHIN ONE YEAR
AFTER THE DATE OF THE ACCIDENT; AND

(b) AN AMOUNT EQUAL TO THE LOSS OF INCOME UP TO ONE
HUNDRED DOLLARS PER WEEK [F THE INJURED PERSON IS
ENGAGED IN AN OCCUPATION FOR WHICH HE RECEIVES
COMPENSATION, FROM THE FIRST WORK DAY LOST AS A~
RESULT OF THE ACCIDENT UP TO THE DATE THE PERSON IS
ABLE TO RETURN TO HIS USUAL OCCUPATION. SUCH
PAYMENTS ARE LIMITED TO A PERIOD OF FIFTY-TWO
WEEKS.

IF YOU DESIRE TO PURCHASE 1S ABBFHOMNAL PRELRANCE
EITHER OR BOTH OF THESE COVERAGES AT AN ADDITIONAL PREMIUNM,
YOU MAY DO SO BY CONTACTING THE AGENT OR COMPANY
THAT ISSUED YOUR POLICY.

Furthermore, the insurer issuing the premium invoice shall
notify the insured by any reasonable means of communication the
approximate premium for such additional coverage.

§ 46.1-497.1. Optional coverage for persons cccupying insured
motor vehicle and for named insured and his family.—Once an
assigned risk policy has been issued to an insured, every insurer
licensed in this State issuing or delivering any policy or contract of
bodily injury liability insurance, or of property damage liability
insurance, covering liability arising from the ownership,
maintenance or use of any motor vehicle shall provide on request of
the insured, on payment of premium established by law for such
coverage (1) to the named insured and, while resideat of the same
household, the spouse and relatives of the named insured while
occupying amy—or through being stuck by a motor vehicle; and (2) to
persons occupyving the insured motor vehicle, the following hospital,
medical and disability benefit for each accident:

(a) Medical payments (accident insurance as defined in Article 2
(§ 38.1-2 et seq.) (of Chapter 1) of Title 38.1) coverages incurred
within one year after the date of the accident, up to two thousand
dollars per person; and

(b) If such person is usually engaged in a remunerauve
occupation, an amount equal to the loss of income incurred within
one vear after the date of the accident resulting from injuries
received in such accident up to one hundred dcllars per week during
the period from the first work dayv lost as a result of the accident up
to the date such person is able to return to his usual occupation and
for a period not to exceed fifty-twwvo weeks or any part thereof - ; aad

(c) Tae insured has the opdon of purchasing etther or both of the coverages set forth
in (a) and (b).
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An Act to amend and reenact § 38.1-279.33, as amended, of the Code of Virginia, relating
to rate standards for insurance,

[H 1634]

Appmved M lL;‘) ,qqq

Be it enacted by the General Assembly of Virginia:

1. That § 38.1-279.33, as amended, of the Code of Virginia is
amended and reenacted as follows:

§ 38.1-279.33. Rate standards.—The following standards shall
apply to the making and use of rates pertaining to all classes of
insurance to which the provisions of this chapter are applicable:

(a) Rates shall not be excessive or inadequate, as herein detined,
nor shall they be unfairly discriminatory. No rate shall be held to be
excessive unless (1) such rate is unreasonably high for the insurance
provided, and (2) a reasonable degree of competition does not exist
in the area with respect to classification to which such rate is
applicable, or such rate will have the effect of destroving
competition or creating a monopoly. No rate shall be held
inadequate unless (1) it is unreasonably low for the insurance
provided, and (2) continued use of it would endanger solvency of the
insurer, or unless (3) such rate is unreasonably low for the
insurance provided and the use of such rate by the insurer using
same has, or if contitued, will have the effect of destroving
competition or creating a monopoly.

(b) In determining whether rates comply with standards under
subsection (a) due consideration shall be given to past and
prospective loss experience within and outside this State, to
conflagration or catastrophe hazards, to a reasonabie margin for
underwriting profit and contingencies, to dividends, savings or
unabsorbed premium deposits allowed or returned by insurers to
their policyholders or members or subscribers to past and
prospective expenses both countrywide and those specially
applicable to this State, to investmert income earned or realized by
insurers both from their unearned premiurm and loss reserve funds
and to all relevant factors within and outside this State; and in the
case of fire insurance rates ccnsideraticn shall be given to the
experience of the fire insurance business during a pericd of not less
than the most recent five-vear period for whicn such experience is
available, ard in the case of motor vehicle insurance as cefined i §
38.1-21, consideraticn shall be given to all sums distributed by the
State Corporation Commission from the Uninsured Moterists Fund
in accordance with the provisions of §§ 32.1-379.1, 38.1-378.2 and
38.1-379.3 to the companies writing motor vehicle bodily injury
liability and property damage liability insurance on motor vehicles
registered in the Starte.

(c) As to the kinds of insurance to which this chapter applies,
including insurance against contingent, consequential and indirect
losses as defined in § 38.1-23, (A) the systems of expense provisions
included in the rates for use by any insurer or group of insursrs may
differ from those of other insurers or groups of insurers to reflect






the requirements of the operating methods of any such insurer or
group with respect to any kind of insurance, or with respect to any
subdivision or combination thereof for which subdivision or
combination separate expense provisions are applicable, and (B)
risks may be grouped by classifications for the establishment of
rates and minimum premiums. Classification rates may be modified
to produce rates for individual risks in accordance with rating plans
which establish standards for measuring variations in hazards or
expense provisions, or both ; provided, that no insurer shall use information,
which the Division of Motaor Vehicles would be prohibited from furnishing such insurer
pursuant to § 46.1-31 (B) (2) of the Ccde of Virginia, to produce rates for individual risks.
Such standards may measure any difference among risks that can
be demonstrated to have a probable effect upon losses or expenses.
An insurer shall not charge points under the Safe Driver Insurance
Plan to its insured as a result of a motor vehicle accident unless the
accident was caused in whole or in part by the fault of its insured.
An insured who feels he has been charged points without just cause
may appeal the decision of his insurer to the Commissioner of
Insurance in accordance with the review procedure contained in §
38.1-381.5 (h) of the Code of Virginia.

CHAPTER /8%

An Act to amend the Code of Virginia by adding a secticn numbered 38.1-381.7, to require
all motor vehicle insurers to provide their policyholders with rate classfication
Ratements. .

[S 804]

Approved Mdl’d\ /4) /977

Be it enacted by the General Assembly of Virginia:

1. That the Code of Virginia is amended by adding a section
numbered 38.1-381.7 as follows: . 4

§ 38.1-381.7. Statsment defining rate classifications to be proyldc—d_ by insurer to
insured.—Any insurer issuing policies of automobile insuraace, as demned_m 5 38.1-381.5,
shall provide the named insured at the time of issuance or recewal witd 1 staternent
defining the rate classifications of the insured. Such 2 statement sbaﬂv not be _roqs:dar?c’a
part of the policy and shall aot be deemed a warranty or represenlanon by :he insurer !9
the insured. _ )

The Commissioner of Insurance shall approve the form of such statement zrior o 'is
use.
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An Act to amend the Code of Virzinia by adding a section rumbered 8.01-56.1, relating to
recovery of small claim against insurer.
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Be it enacted by the General Assembly of Virginia:

1. That the Code of Virginia is amended by adding a section
numbered 8.01-66.1 as follows:

§ 8.01-66.1. Action agzinst insurer for artitrary refusal of small claim~—~A. Whaaever
any [nsurance company licensed in this Commenwealth to write insurance as defined in §
38.1-21 of the Code of Virginia denies, refuses or fails to pay to its iasured a claim of one
hundred fifty dollars or less in the excess of the deductble, If any, urnder the provisions of
a policy of motor vehicle Insurance issued by such company to such insured; and it is
sudsequently found by the tnal judge of a court of proper jurisdiction that such denial,
refusal or failure to pay was oot made in good faith, such company shaid be liable to such
insured in an amount double tbe amount otherwise due and payable uncer the provisions
of such insured’s policy of motor vehicle insurance together with reasgnable attormey’s fees
and expenses.

B. Notwithstanding the provisions of paragraph A Eerein, whezever any insurance
company licensed in this Commonwealth to write insurance as defned in § 38.1-2] denies,
refuses or fails to pay to a third party claimant, cn behalf of an insured to whom such
company has issued a policy of motor vehicle liability insurance, 2 claim of one huncred
fifty dollars or less made by cuc third party claimant; and if the trial judge of a court of
proper jurisdiction finds that such inswed js liable for such claim, such third party
claimant shall have a cause of action against such insurance compaay, and If such judge
tinds that such deaial, refusal or failure to pay was got made in geod faith, such company,
in addition to the liability assumed by such company under the provisions of such
insured’s policy of motor vehicle lability insuragoce, shall be Liable to such third party
clafreant in an amount double the amount of the judgment awmarded such third party
claimant together with reascpable attoruey’s fees and expenses.

C. Notwithstanding the provisions of paragrapas A aod B. above, whepever any
person who has paid a fee to the Division of Motcr Vekicles to regicter an uninsured moicr
vehicle pursvant to § 46.1-167.1 cr any persca who has furnished proof of finapcial
responsibility in lieu of obtaining a policy or policies of motor vexicle liapility insurance
pursuant to the provisions of Title 46.1 or any person who is required and has failed either
to pay such fes or to furnish such proof pursuant to toe provisions of Title 46.1 denies,
refuses or fails to pay to a claimant a claim of one hundred fifty doliars cr less mace by
such claimant as a result of a motor vepicle accident; and by the trmial judge of a court of
proper jurisdiction fiads that such denial, refusal or rfailure to pay was not made in good
faith, such persop shall te liable to such claimant in an amount cdouble the amcuat
otherwise due aznd payable together with reascnable attorney’s fees and sxpezses.

For the purposes of this paragrapk C. “perscn” shall mean and include any aaturel
person, firm, partership, association or Corporation.
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An Act to amend and reemact § 38.1-38!.6 of the Code of Virginia, relating to
discrimination in issuance of autamobile insurancs.
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Be it enacted by the General assembly of Virginia:

1. That § 38.1-381.6 of the Code of Virginia is amended and
reenacted as follows:

§ 38.1-381.6. Discrimination in issuance of automobile
insurance.—No insurer shall refuse to issue a policy of automcbile
insurance as defined in § 38.1-381.5 of the Code solely because of
any one or more of the following factors: the age, sex, residence,
race, color, creed, national origin, ancestry, marital status or lawful

/ottupation (including the military service) of the person sesking
such coverage; provided, however, that nothing ccntained herein
shall be deemed to prohibit any insurer from limiting the issuance of
pclicies of automobile insurance to those who are residents of this
State nor shall it be deemed to prohibit any insurer from limiting the
issuance of policies of automobile insurance only to persons
engaging in or who have engaged in a particular profession or
occupation, or who are members of a particular religious sect ;
proviced further, however, that nothing herein shall prohibit any insurer from setting rates
for such insurance in accordance with reievant actuarial data.

A5 used in this seetion; the weord “ipsures” ipeluges Hvo oF rmoFe
controlling ewmercshin o under owler cormmmen erfeedve legal
their business and effsiss a5 Insurers:







