INSURANCE: Combination policies filed under Section
379.017, V.A.M.S., should be disapproved
for filing when the filing company's own
public rating record discloses that the
rate of premium applicable to commercial
'""fire and allied lines" risks (and forming
only a component part of the ultimate
indivisible premium rate authorized for
the combination policy) differs from the
commercial "fire and allied lines" risk
rate published for the filing company by
the Missourl Inspection Bureau.

August 16, 1960

Ty
FILED
Honorable C, Lawrence Leggett ,32?”” .
Superintendent, Division of Insurance i, S
Jefferson Bulilding rmmf$*“
Jefferson City, Missourl

Dear Mr, lLeggett:

This opinion is in answer to your inquiry reading
as follows:

"A certain foreign stock insurance company
licensed in this state to write all the
lines of insurance other than life has sub-
mitted for filing two multiple peril poli-
cies, both of which include, among other
coverages, the perils of fire and allied
lines, The said company has authorized

an actuarial bureau to maintain its public
rating record for fire, lightning, hall
and windstorm on all classes of property
under the Fire Rating Act, except dwelling.
The said company maintains its own public
rating record on the dwelling class. The
policies in question do not fall within
the dwelling class.

"As to the perils of fire and allied lines,
the policies provide a rate different from
the rate forming a part of the public rat-
ing record maintained by the company's au-
thorized filing agent.

"May I lawfully approve such policies with-
out requiring the said company to withdraw
its membership from the actuarial bureau
for this class?"



Honorable C. Lawrence leggett

In this instance we are dealing with a multiple line fire
and casualty insurer authorized to write all three classes of
insurance enumerated in Section 379.010, RSMo 1949, The two
multiple peril policy forms referred to above have been sub-
mitted to you for approval pursuant to the directive found in
?egtion 379.017, V,A.,M.S., as supplemented, and reading as

ollows:

"1, Every insurance company licensed to
do business in this state and authorized
to make insurance on all three classes

of insurance enumerated in section 379.-
010, RSMo, shall have authority to combine
in single policies of insurance the perils
of fire and allied lines with any one or
more perils of casualty insurance which
such company is authorized to make, and
may charge therefor one indivisible pre-
mium or rate which may differ from the
aggregate premium or rate applicable to
separate policies covering the same prop~
erty and risk or risks, and the difference
in rates or premiums shall not be deemed
to be unfairly discriminatory under the
provisions of chapters 375 and 379, RSMo:
provided, however, that any company issuing
any policy combining coverages including
protection against the peril of fire shall
not discriminate unfairly between risks
of essentially the same hazards and having
substantially the same degree of protection,

"2. No company shall issue such a policy
combining the perils of fire and allied
lines with any one or more perils of casu-
alty insurance untlil after it has submitted
each combination of coverages to the division
of insurance for the superintendent's ap-
proval or disapproval, and for establishing
the public rating record to be maintained by
each such company or insurer, or as may be
similarly provided for, established and
maintained by an actuarial bureau, and all
combination of coverages approved by the



Honorable C., Lawrence Leggett

superintendent shall be regulated by the
provisions of sections 379,315 to 379.415,
RSMo, which are not 1ncgnai;:ent gith ;he
authority herein granted. ws 1959, H.B,
No. 249, §§ 1, 2. ’

The language appearing on the face of Section 379.017, supra,
discloses that the principal objective of the statute is to au-
thorize issuance of an insurance policy combining the perils of
fire and allied lines with any one or more perils of casualty
insurance with such policy calling for an indivisible premium
which may differ from the aggregate premium applicable tc separate
policies covering the same property and risk or risks. The statute,
Section 379.017, supra, has an lmportant proviso directed to the
power to issue the combination policy and we quote the proviso as
follows:

"# % %; provided, however, that any com-
pany issuing any policy combining coverages
including protection against the peril of
fire shall not discriminate unfalrly be-
tween risks of essentially the sawme hazards
and having substantially the same degree of
protection,"

Section 379.017, supra, directs that its application is to
be made in the light of Missouri's Fire Rating Act, by employing
the following language:

"# # * and all combination of coverages
approved by the superintendent shall be
regulated by the provisions of sections
379.315 to 379.415, RSMo, which are not
inconsistent with the authority herein
granted."

We turn now to the direct gquestion posed in the request
for this opinion, reading as follows:

"May I lawfully approve such policies
without requiring the said company to
withdraw its unnbership from the actuarial
bureau for this class?
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Honorable C, Lawrence Leggett

In the paragraph immediately preceding that in which you posed
the foregoing question you have indicated a reason why you should
condition your approval of the policies in question on the com-
pany's withdrawal of its membership from the actuarial bureau,
and you have spoken as follows:

"As to the perils of fire and allied lines,
the policies provide a different rate from
the rate forming a part of the public rat-
ing record maintained by the company's
authorized filing agent,”

In your gquestion you have referred to the fact that the
company in gquestion now has membership in the actuarial bureau
for this "class.” It is conceded that the actuarial bureau
referred to 1s the Missouri Inspection Bureau, and that the word
"class" refers to "mercantile” class of risks, one of the three
major classifications of risks to which "fire and allied lines”
insurance coverage is directed--the remaining two classes being
"farm", arnd "dwelling" classes. Your inquiry discloses that the
company in question maintains its own public rating record on
the "dwelling' class.

The basic reason why the company in question is now main-
taining a partial membership in the Missouri Inspection Bureau
is to effect compliance with Missouri's Fire Rating Act found
at Sections 379.315 to 379.415, RSMo 1949, as amended., This
partial membership apparently has the approbation of the Missouri
Inspection Bureau which serves as agent for the company in ques-
tion in maintaining the company's public fire rating record
touching its "mercantile” class of risks., Now the company in
question, in the light of the provisions of Section 379,017, supra,
proposes to maintain its own public rating record for its "mercan-
tile" class in connection with the combination policies authorized
by Section 379.017, supra.

In this type of situation your letter of inquiry discloses
that you have determined that since the rate of premium to be
applied to the "perils of fire and allied lines”’, when written
in combination with any one or more casuvalty risk coverages, as
authorized by Section 379.017, supra, is different from the rate
for "fire and allied lines" when written separate and apart from
the combination policy, a deviation from the public rating record
maintained by the company 1in question has occurred, and that two
different public rating records would result in relation to "fire
and allied lines coverage.”



Honorable C. Lawrence Leggett

The rates now published by the Missouri Inspection Bureau
for the company in guestion on its "mercantile” class are rates
applicable only to "fire and allied lines" coverage. The new
type of risk coverage authorized by Section 379.017, supra, is
a combination of "fire and allied lines" risk coverage and "casu-
alty risk" coverage. The language of the statute authorizing
this comprehensive coverage does not indicate in any manner that
the coverage is to be limited to classes of property described as
"farm", "dwelling", or "commercial." It is for this new, compre-
hensive risk coverage that the company in question proposes to
establish i1ts own public rating record as required by the follow-
ing language from Section 379.017, supra:

"# * # and all combinations of coverages
approved by the superintendent shall be
regulated by the provisions of sections
379.315 to 379.415, RSMo, which are not
inconsistent with the authority herein
granted."

The Missouri Inspection Bureau is a fire rating bureau, or
organization, as distinguished from a casualty rating bureau. In
this opinion we are not concerned as to whether the Missouri Inspec~
tion Bureau is in a position to publish a public rating record on
behalf of any of its company membership touching the combination
policy authorized by Section 379.017, supra. Companies writing

fire and allied lines" are granted authority to maintain their own
{;ﬁéns record by the following language from Section 379.320, RSMo
H

"For this purpose each company or other

insurer shall be permitted to maintain its

own public rating record or to use a public
rating record maintained by an actuarial

bureau; provided, such record shows the true
and correct rate charged by such company or
insurer; and provided further, that no com-
pany or other insurer may directly or indi-
rectly by any agreement, contract, understanding
or otherwise agree with any other company, in-
surer, or actuarial bureau to continue to use
the rating record of any actuarial bureau or to
refrain from maintaining its own rating record,
or to n*intlin the rates fixed by such actuarial
bureau,’

It is necessary to disclose the "purpose” of a public rating
record mentioned in the statute just quoted, above. Such "purpose”
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Honorable C, Lawrence leggett

is shown by the following language from Section 379.315, RSMo 1949,
as amended:

"l, Every fire insurance company or

other insurer authorized to effect in-
surance against the risk of loss by fire,
lightning, hail or windstorm shall main-
tain a public rating record from which

the rate of premium applicable to each
risk in this state to be written by such
company or other insurer may be ascertained
in advance of the making of insurance
thereon.

"2. Such rating record shall include,
insofar as applicable, general basis
schedule embodying basis rates, charges,
terms, conditions, permits and standards,
and such other data necessary to the com-
putation or promulgation of egultable
rates and rules of practice.

"3, Such records shall also show the forms
and endorsements upon which each rate is
predicated, and shall further show the changes
of rate to be made on account of each and
every change of form or endorsement.

"4, Such rating record shall be open to
the inspection of the entire public and
shall be maintained in such a form that
the property owner can readlly ascertain
the rate charged on any class of property
and the makeup of such rate,

"5, Every fire insurance company or other
insurer authorized to effect insurance
against the risk of loss by fire, lightning,
hail or windstorm shall upon request furnish
to the holder thereof a written or printed
analysis of the rate of premium charged for
such policy, showing the items of charge

and credit which determine the rate.

In gquoting Section 379.320, RSMo., supra, we have shown that
a company may maintain its own public rating record for the purpose
of rating "fire and allied lines" risks, and by quoting Section
379.315, RSMo 1949, as amended, supra, we have shown that one of
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Honorable C., Lawrence Leggett

the purposes for maintaining such public rating record is to
enable us to determine from such public rating record "the rate
of premium applicable to each risk in this state.” Obviously

the word "risk" refers to a "fire and allied lines” coverage as
distinguished from a casualty risk which is not subject to the
Fire Rating Act. In this connection we do find a prohibition in
the Fire Rating Act against a company or insurer being a member
of more than one rating bureau for the purpose of rating the same
risks, such prohibition being found in the following language
from Section 379.325, RSMo 1949:

"1, All rating and actuarial bureaus
which consist of two or more members
shall be open for membership to all
authorized companies and insurers

applying therefore, but no :?Fq
or inn%g!r shall be permitt 0 be
a _member of more than one rating bu-
reau for the ose of rm:'ﬁﬁ'o
same risks. ¥ g g" (Underscor

supplied.)

We interpret the word "risks" as used in the foregoing language
from Section 379.325, RSMo 1949, to refer to the three basic classifi-
cations of risks, namely "farm", "dwelling", and "commercial”, and
to any subdivision of those classes, when they are made the subject
of "fire and allied lines" risk coverage., The company in question
is now a member of the Missourli Inspection Bureau for the purpose
of authorizing such rating bureau to file its public rating record
pertaining to "commercial” risks upon which "fire and allied lines"
coverage is now being written, and failure to adhere to the bureau's
published rate on "commercial’ risks when only fire and allied lines
coverage i1s being written would, admittedly, be a deviation from a
published rate and not permissible under Sections 379.350 and 379.355,
RSMo 1949, reading as follows:

(379.350 RSMo 1949)

"No company or other insurer or agents
shall directly or indirectly, by any
speclal rate, tariff, drawback, rebate,
concession, device or subterfuge, charge,
demand, collect or receive from any per-
son, persons or corporation any compensa-
tion and premium different from the rate
or premium properly applicable to the
property so rated, as indicated by its
public rating record, and no company or
other insurer shall discriminate unfairly
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Honorable C., Lawrence Leggett

between risks of essentlially the same hazard
aid sgbntantially the same degree of protec-
tion,

(379.355 RSMo 1949)

"No fire insurance company or other insurer,
nor any rating bureau shall fix and charge
any rate for fire insurance upon property
in this state which discriminates unfairly
between risks in the application of like
charges and credits, or which discriminates
unfairly between risks of essentially the
same hazards and having substantially the
same degree of protection against fire."

The two statutes just quoted, Sections 379.350 and 379.355,
RSMo 1949, were obviously in the mind of the legislature when it
enacted Section 379.017, supra, reading, in part, as follows:

"1, BEvery insurance company * * * ghall

have authority to combine in single policies
of insurance the perils of fire and allied
lines with any one or more perils of casu-
alty insurance which such company is author-
ized to make, and may charge therefor one
indivisible premium or rate which may differ
from the aggregate premium or rate applicable
to separate policies covering the same prop-
erty and risk or risks, and the difference in
rates or premiums shall not be deemed to be
vr®airly discriminatory under the provisions
of chapters 375 and 379, RSMo: provided, how-
ever, that ar any is 5 Yy c

"2, * # * and all combination of coverages
approved by the superintendent shall be
regulated by the provisions of sectlons
379.315 to 379.415, RSMo, which are not
inconsistent with the authority herein
granted.,” (Underscoring supplied.)

.



Honorable C, Lawrence Leggett

In view of the language gquoted above from Section 379.017,
supra, and giving special consideration to the underscored por-
tion thereof, we resolve the main question to be answered in
this opinion in the following language:

May the Superintendent of Insurance
approve combination policies filed
under Section 379.017 when the sub-
Ject company's own public rating

record discloses that the rate, appli-
cable to commercial "fire and allied
lines" risks (and forming only a com-
ponent part of the ultimate indivisible
premium rate authorized for the com-
bination poliecy) differs from the
commercial "fire and allied lines" risk
rate published by the Missourl Inspection
Bureau for the company?

To answer the foregoing question in the negative we must find

a prohibltion expressed either in Section 379.017, supra, or in
Missouri's Fire Rating Act embraced in Sections 379,315 to 379.-
415, RSMo 1949, as amended.

It must be conceded that the combination policy does offer
protection against the "peril of fire" as such language is used
in the proviso of Section 379.017, supra, reading as follows:

"# % %; pprovided, however, that any com-
pany issuing any pelicy combining coverages

includ rotection inst the ril of
P A Rl B

Tween risks ol essent. the same hazards

The foregoing proviso from Section 379.017 must be given its
full force and effect, and must be considered as a limitation
on the language immediately preceding it which provides that

the company:

"# % % pay charge therefor one indivisible
premium or rate which may differ from the
aggregate premium or rate applicable to
separate policies covering the same property
and risk or risks, and the difference in
rates or premiums shall not be deemed to be
unfairly discriminatory under the provisions
of chapters 375 and 379, RSMo: * * ». "



Honorable C, Lawrence Leggett

The language just quoted from Section 379,017 demonstrates that
one indivisible premium or rate for the combination policy differ-
ing from the aggregate premium or rate applicable to separate
policies covering the same property may result in discriminatory
rates, but such language decrees that such discrimination is not
to be considered unfair discrimination under the provisions of
chapters 375 and 379, RSMo, However, it must be kept in mind that
this language in Section 379,017 ies directed only to the difference
between the indivisible premium or rate for the combination policy
and the aggrogato premium or rate which would be arrived at if
separate 'fire and allied lines" risks and casualty risks were
written in separate policies. Such language does not lessen in
any degree the force and effect of the language appearing in the
proviso found in Section 379.017, quoted here again as follows:

"# # #; provided, however, that any
company issulng any policy combining
coverages including protection against
the peril of fire shall not discriminate
unfairly between risks of essentially

the same hazards and having substantially
the same degree of protection,”

Any indivisible rate or premium for the combination policy
will, of practical necessity, have its component parts made up
of charges applicable to each fire and casualty risk embraced
therein, Legislative authority found in Section 379,017 to
write the combination policy at an "indivisible” rate or premium
modifies Section 379.315, RSMo 1949, as amended, of Missouri's
Fire Rating Act only to the extent that paragraph 5 of such statute
is not applicable to the combination policy. Paragraph 5 of Section
379.315, R3Mo 1949, as amended, provides:

‘5. Every fire insurance company or other
insurer authorized to effect insurance
against the risk of loss by fire, lightning,
hail or windstorm shall upon request furnish
to the holder thereof a written or printed
analysis of the rate of premium charged for
such policy, showing the items of charge and
ecredit which determines the rate."

Section 379.017, supra, is not inconsistent with, nor does
it modify language found at Section 379.325, RSMo 1949, of Missouri's
Fire Rating Act reading as follows:

"1, All rating and actuarial bureaus which
consist of two or more members shall be open
for membership to all authorized companies

and insurers applying therefor, but no a
or insurer shall be permitted to be a nenggr
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Honorable C, Lawrence Leggett

of more than one rat bureau for the

o8e Of racing uthe Same riske, ¥ ¥ *
i%%ﬁerac&fing suppilied.)
The word "risks", found in the underscored portion of Section
379.325, supra, must necessaril; refer to the three common classifi-
cations of risks to which "fire and allied lines" insurance coverage
is directed, namely, "farm", "dwelling" and "mercantile." The
question you have posed discloses that, as to the perils of "fire
and allied lines", the combinatiion policies to be issued by the
subject company will have a rate of premium fcr that one component
risk, contained in the combination policy, which will differ from
the premium rate published by the Missouri Inspection Bureau for
the company in question, In this we see a violation of that por-
tion of Section 379.325, quoted supra, which prohibits a company
from being a member of more than one rating bdbureau for the purpose
of rating the same risks, When the subject company establishes
its own public rating record from which you can ascertain what
the premium rate is in relation to the "fire and allied lines"
coverage going into the combination poliey, and such premium rate
differs from that filed by the Missouri Inspection Bureau on behalf
of the subject company for its "mercantile" class of risks, the
result is two public rating records for the purpose of rating the
same risks.

In ruling the question we are fully cognizant of language
found in Sections 379.350 and 379.355, RSMo 1949, of Missourl's
Fire Rating Act, which prohibits discrimination ln rates applicable
to "fire and allied lines" insurance coverage, and the admonition
found in Section 379.017, supra, deters us from predicating the
answer to the question on a theory of discrimination in rates.

The admonition found in Section 379.017, supra, Jjust referred to
is to be found in the underscored language from the statute reading,
in part, as follows:

"Every insurance company * * # ghall have
authority to combine in single policies of
insurance the perils of fire and allied
lines with any one or more perils of casu-
alty insurance which suech company is author-
ized to make, and may charge thereforcone

indivisible pr um or rate whilch ma iffer
from the aggregate premium or rate applicable




Honorable C. Lawrence Leggett

provisions of chapters 375 and 379, RSMo:
pro . wever, any company
issuing any policy combining coverages
including protection against the peril
of fire shall not discriminate unfalrly
_between risks of essentlally the same
‘hagards and having substantially the
same degree of protection, * * *"

What has been said above discloses that a negative answer
must be given to the question as restated in this opinion, Under
Section 379.017, supra, as superintendent of insurance, you are
directed to approve or disapprove the combination policles filled
pursuant to such statute., Under the ruling here made, you are
obligated to disapprove the submitted policles if circumstances
surrounding lssuance of the same are analogous to those outlined
in the question, as restated in the opinion, Any order to the
company in question to withdraw its membership from the Missouri
Inspection Bureau for the purpose of rating its "mercantile"” risks
should be withheld pending action of the company upon your order
of disapproval of the policies submitted.

CONCLUSION

It is the opinion of thls office that the superintendent of
insurance should disapprove for fillng combination policies filed
under Section 379.017, V.A.HM.8., when the flling company's own
public rating record discloses that the rate of premium, applicable
to commercial "fire and allied lines" risks (and forming only a
component part of the ultimate indivislible premium rate authorized
for the combination policy) differs from the commercial "fire and
allied lines" risk rate published for the filing company by the
Missouri Inspection Bwreau,

The forego opinion, which I hereby approve, was prepared
by my assistant, Julian L. O'Malley.

Yours very truly,

John M, Dalton
Attorney General
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