'INSURANCE. A fire insurance company, subject to Missouri's fire Rating

" Act, maintaining its own public’ rating record, and choosing
to establish its .own audit division to audit its daily reports, is
amenable to periodic examination by the Superintendent of the Division
of Insurance to insure compliance with the Rating Act, or, in the altet-
native, may be dlirected by the Superintendent to order and instruct its
agents to forward each day coples of thelr dally reports to the Division
of Insurance where they may be checked against the public rating record
of the company in order to determine if deviation or discrimination in
rates is shown in the light of such public rating record.

August 28, 1959

FILED

Honorable €. Lawrence Leggatt
Superintendent

Division of Insurance
Jefferson Building

Jefferson aity, Migasouri

Dear Mr. leggett:

. This opinion is rendered in reply to your inquiry reading as
follows:

"An insurance carrier has objected to using
the facilities of the Missouri Audit Bureau
whiich was established in 1917 at the direc-~
tion of the Superintendent of Insurance.
The Bureau is independent of the Division
of Insurance and audits fire and allied -
lines dally reports to determine whether
subseriber companies have complied with
their publice rating records fileé with the
Division of Insurance.

The insurance carrier involved maintains its
own public rating re¢cord with this Division,
and desires to audit its own daily reports.
I would like your opinion whether the law
permita this,

The foregoing inquiry contemplates fire insurance companies
and requires a construction of various provisions of Missouri's
fire Rating Act found at Sections 379.315 to 379.415, RSMo 1949,
as smended.

. An 1lluminating statement eoncerning the circumstances under
whieh the Mlssouri Audit Bureau came into existence, and its func-
tiong, is found in State ex inf. Taylor v. Amerilcan Insurance Gom-
pany, 355 Mo. 1053, l.c. 1070-1072, 200 S.W. (Ed) 1.

Section 379.350, RSMo 1949, provides as follows:

"No company or other insurer or sgents shall
directly or indirectly, by any special rate,
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am.rr, drawback, rebate, wnauaieu, ms;aa
or subterfuge, charge, demand, collect or
- receive from any person, parsm er gorpora~
tion any eompensation and premiuh @ifferent
from the rete or premium properly ap) 1icable
o the property so rated, as indicate: - by
 i%s publie rating redord, and ne .ompany or
other insurer shall diseriminate unfalrly
between risks of esssntielly the same basard
ama mbamuau:r m same degreo af pmge«

In staee ex mf mlax' Ve Amarwm Insurance Company '“f » the
apreme Court of Missouri referred to Section 5979, asm 939, now
found unchanged at séomon 379.350, RSMo 1949, quoted above, and
disclesed the use mads of the Missouri Audit Bureau in the follow~
ing language tmmﬁ at 355 Mo. 1653, l.0. 1071 .

"% 8% & Ssetion 5979 mquima all insuvance.
policies to be written at a rate as indlca~
ted by its public reting record. As we view
the Mtuatmn ‘the State .'fnaum:we s

t;!us statuﬁe f.hat :La, 8&0. 5979. X ‘:Ehe
object aeéomplishsd - the aeﬁivimas of the
Audlt Bureau may be ¢ foreing of all aom=
panies to charge the approved rates and use
the forms and binders as approved and filed.
But that 1s a compliancs with the statute
and not & violation. ‘The record shows that
the Audit Bureau useés the public rating
racord of the Missouri Inspeation Bureau and
the rating record as fnud An the Insurance
Department by the various companies as a
check against the daily reports filed by the
agente and thus the Audit Bureau detemines
if the approved rate has been ehargea and the
proper forms used, * % & "

Section 379.315, R3Mo Supp. 1957, prcvides as rollewa.

"1. Every fire insurance aompa.ny or other insuper
authorized to effect insurance against the risk of loss

Qe




Honorable ¢, lawrenge

e :

W fire, 11@1%1!%8, hail or ma@#ﬁm ﬁhﬂl
maintain a publie rating record from which
ths rate of premium applioable to esoh risk
4n this atate to be written by such gompany
or othsr insurer may be asdertained in ad-
‘?ﬁﬂ@ﬁ of ﬁh& ,f‘~»_ of 1asuranae thsmean.,

2. 8ach natins rmﬂard shall 1nn1nan, insofar
‘a8 applioable, sval basis svhedule embod~
- ging Yasls raéea, sharges, terms, gonditions,
permite and staridards, and such other dsta
necessary to the computation or promulgation
of &qnitaale rates and rules of practice.

3. Such records shall elso show the forms
- and iadorsements upon which each rate is
- predicated, and shall further show the

ehangaa of rate to be made on account of
eae% and eVery change or farm ar indorae-~
ment.

4, 3ueh1n&tina regord shall b! apen to the
inspection of the entire public and shall be
maintalined in such & form that the pruparty
owner ecan resdily ascertain the rate oh ged
on any ¢lass of property and the makeup

such raﬁa.

5. Bvery fira insurance Qompany or othar in-
surer authoriged to effect insurance against
the risk of loss by fire, lightning, hail or
windstom shall upon request furnish to the
holder thereof a wpltten or printed analysis
of the rate of premium charged for such pol-
icy, showing the items of eharge and credit
which deteamime the rata.

The public rating record required by Section 379.315, RSMo Supp.
1957, supra, may be maintained by each company, or any company may

use a pul

blic rating record maintained by an actuarial bureau, and

such power 1is found in Section 379,320, RSMo 1949, reading as fol-

lows:

"For this purpose eaech company or othar in-
surer shall be pemitted to maintain its own

-3~
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»publxq ratxna reaﬁrd ar 40 use @ public rat- |
ing record maintained by an agtuarial bureau; | |
provided, sush record shows the trus and cor-

 pect rate ohiapged by such oompany or inaurer;
and provided further, that no gompany or

,ather 1aaur¢r'waw ‘divestly or indirectly by
any agreement, contvast, understanding or
aﬁharwis& ngra&,uith>any other gompany, in-

agtuarisl bureau to sontinue to use

bho ratins ord at any astuarial bureau or

to refrain from maintai ing its own rating

record, or to maantain'the aates fixed by any

such actuarial bureau, "

Frum atatutas unScﬂ ab@va, e fnnd hhat a fire 1nsuranqe com-

pany maintain its own public ratihg regord, and Seation 379.335,

RSMo 1949, requires that a copy of -such rating record be filed with

the superintendent of 1naurans¢, aueh meq;f»;“'"t being in the fol-~
lowing language: :

"4, Copies aﬁ‘ali;publza,rat~“ re@@rda. wheth-
er kept by compsnies se tely or actuarial
bureaus, shall be filed with the superintend~
ent of insuranse not later than ninety days
after the taking effect of gections 379.315
to 379.415, and notice of all changes made
therein shall be immediately filed with the
superintendent of insuyance, and such publie
records and ghanges therein and modifications
thereof shall be open to free public inspec~
tion and examination at all raaaanable hours
of each busineaa ﬁay.

While the obJeet aceamplisheé by the ﬁiaaouri Audit Bureau
over a period of many years may be foroing all companies to charge
the approved rates and to use the forms and binders as approved
and filed as s part of their publiic rating record, as was indicated
in language used by the Court in State ex inf, Taylor v. American
Insurance Company, c¢ited supra, we find no provision in the fire
" Rating Act or other statutes in the insurance code of Missouri
authoriging the establishment of the Missourli Audit Bureau, nor
have we found any statute requiring that daily reports of fire in-
surange company agenclies be audlted. However, the fire insurance
induatry over a long period of time has, by use of the services of
tha Missourl Audit Bureau, demonstrated the fact that only by such

“ljm
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daily auditing may the Superintendent of the Division of Insur-

ance, a8 well as competitors in the field, be fully aware of any
deviations from public rating records or discriminations in the

matter of applying rates to riaks.

The wisdom of this dally auditing is further attested to by
the disclosure in your letter of inquiry that the fire co
question desires to operate its own auditing division to audit 1ta
own daily reéports. In this suggested procedure, we find basioe
error, uhless the Superintendent of the Divieion of Insurance is
able to cheek such daily reports by his own employees or agents.
For over forty years, the Missourl Audit Bureau, formed at the
suggeation of the Superintendent of Insurance, has served, and
continuea to serve, as an wieffiolal agent of the Superintendent
in reporting to him vioclations of the fire Rating ILaw by members
of the fire insurance industry accepting the services of the
Missouri Audit Bureau, and the character of the Bureau, as an im-
ga agent reporting violations to the Superintendent has not

een auss&ated. It is 1mpenative that an agenoy independent of
the company check such company's compliance with the law., The
basic responsibility for checking compliance with this law 18 in
the Superintendent of the Division of Insurance. The fact that
he has been assisted in this task, but by no means relieved of it,
by an independent agency such as the Missouri Audit Bureau, does
not in the least lessen his responsibility in those instances
where a company does not desire to avail itaelf of the services
of the Missourl Audit Bureau.

We now look for atatutory authority vested in the Superintend-
ent to cope with a situation such as outlined in your letter of
%n%giry, and it 1s found in Section 379.330, RSMo 1949, reading as

ollowa:

"1. 411 rating or acﬁuarial bureaus, whether
maintained by ¢ne or more companies, shall
be subjeoct to the visitation, inspection and
examination of the superintendent of insur~
ance, and he 1s hereby authoriged and empow-
ered to make examinations thereof, as often
as he deems expedient, and the expense and
cost of such examinations shall be paid by
bhe rating hureau examined in such manner as
is now required of lnsurance companies Iin
their examinations.

B
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» in _fﬁt of. 1nauranﬁe may aﬁﬂgnaa
quiries to any pany, insurer or. rating
bureau which ia, or | a8 been, ed in mak-
ing rates or estinates for rataa for fire in-
gupance upon property in this_state in vela~
tion to the bMEanzaam&en,. Antenance and .
_operation thereof, or any other mattsr con~
nected with its transaction, and may requive
‘the f1ling of such sohedulea, rates, forms,
rules, regulations, agreements or any other
~ Information which he mey direct, and 1t shall
:i.ba the duty at every aﬁah eompany insurer or
bure ptly make suoch f&ling and preply
to suah 1n jes in wr&tins. ‘

The foregoing ;tntate, _Seatton 379.330, RSNo 1949, when emnsidereé
in the light o jage and purpose of Missouri's fire Rating
Act, vests aabharaty in the Superintendent of the Division of In-
surance to make periodic sxeminations of an suditing division set
up by an individual fives company in order to check dally reports
of fird business against the public rating record maintajned by
such company. An. alturnaﬁivn prbaedare will permit the Superin-
tendent of the Division of Insurance to order and direet such a
company to instruct its agents to forward each day copies of their
daoily reports to the Division of Insurance where they may be
cheoked againast the publie rating record of the company in order
to detéermine if deviation or discrimination in rates is shown 1n
the light of such puhlie mab&ng record.

G@NG%U&I@H

It 18 the epinian of this affiee that a fire insurance com~
pany, subject to Missouri's Tire Rating Act, maintaining its own
public rating record, and choosing to establish its own audit :
division to audit its daily reports of fire business, is amenable
to periodic exsmination by the Superintendent of the Division of
Insurance to insure compliance with the Rating Act, or, in the
alternative, may be directed by the Superintendent to order and
instruet its agents to forward each day copiles of their dally re-
ports to the Division of Insurance where they may be ochecked
against the public rating reécord of the company in order to deter-
mine if deviation or discrimination in rates 1s shown in the light
of such public rating record.

2, e sapefua,:;
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The foregoing opinion, whigh I hemhy appmve, was prepared

by my aaszxm;mt ul:!a.n B. Q'Mw.

 Yours very truly,

John M. Dalton
Atwmazr aeneml ,

31%7'!&&!:&'



