Lawmakers eye $15m in surcharges on auto insurers

Surcharges on auto insurers eyed to fund police training
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Beacon Hill lawmakers are seeking to impose $15 million in new surcharges on auto insurers, costs that would probably be passed on to consumers, to pay for police training.

The move is being fiercely opposed by the auto insurance industry, which argues that the state is already inhospitable to insurers and the new fee would drive more companies out of the state.

''The amount we commit to the tax revenue and additional assessments in the Commonwealth of Massachusetts probably exceeds any other regulated industry," said James Harrington, executive director of the Massachusetts Insurance Federation. ''We intend to use all the energy available to defeat this ill-conceived measure."

The bill would require companies to pay a charge equal to one-quarter of 1 percent of all premiums collected.

Backed by several dozen lawmakers, the bill is a response to complaints from police chiefs, who say recent state budget cuts have left municipal police departments without training in key areas. They say some officers are forced to personally pay $2,300 for their mandatory basic training course.

''I don't want to be overly dramatic, but I have to be honest, I don't think people understand how critical the situation has become," said Wellesley Police Chief Terrence M. Cunningham, the Massachusetts Chiefs of Police Association's legislative committee chairman, who testified in favor of the bill at a State House hearing yesterday.

Insurance companies would almost certainly seek to pass on the new surcharge to drivers, according to Daniel Johnston, president of the Automobile Insurers Bureau of Massachusetts, an industry group. He estimated that the cost for each driver would be about $4 per year.

The state Division of Insurance, which is a part of Romney's administration, criticized the idea of increasing auto insurance premiums at a time when bills in Massachusetts are already sky-high. The average driver in the state pays about $1,100 a year for insurance.

Governor Mitt Romney and Attorney General Thomas F. Reilly have been working on plans to lower auto insurance rates, and Romney has been emphasizing reducing state regulation to entice more companies to write policies here. The companies have long complained the state's heavily regulated rates make it difficult to make money here.

''With a broken auto insurance system in Massachusetts, we're all about trying to fix it and ultimately reduce the costs that consumers pay," said Christopher Goetcheus, a spokesman for the Division of Insurance. There are 19 auto insurance companies operating here, compared with 60 to 100 companies in surrounding states, according to Goetcheus. He said any increase in insurers' costs may induce more of them to leave.

''If you're asking the auto insurers to fund police training, that would be built into their costs, which would be built into their filing for forthcoming rate cases, which ultimately could lead to an impact on consumers," he said.

For the past two years, the Legislature has earmarked $2.4 million a year for police training courses, but that figure was substantially higher prior to the fiscal crisis of 2002 to 2004, Cunningham said. At current funding levels, he said, the state has been unable to provide specialized training to officers in the areas of traffic enforcement.

In addition, several types of non-municipal law enforcement officers who once qualified for training, such as harbormasters and sheriff's deputies, are no longer offered classroom space.

Cunningham connected better police training to lower insurance premiums, arguing that putting officers with better traffic enforcement training on the streets will reduce accident rates, and thus insurance pay-outs.

''If we can get the insurance industry to partner with us on this idea, we can guarantee them that the number of claims will be reduced and the end user would see a little bit of relief," Cunningham said.

The measure mirrors a surcharge now imposed on homeowner insurance that helps pay for firefighter training.

Critics, however, said the connection between police training and auto insurance is tenuous at best.

''Police protection is a public function, and it should be paid for by city and town taxpayers, not the insurance companies or people who buy insurance policies, for that matter," Johnston said.

Barbara Anderson, who heads Citizens for Limited Taxation, said she doesn't understand why legislators are singling out auto insurers, who have no more need for police protection than anyone else.

''What is the connection here?" Anderson said. ''If the insurance companies are being charged a fee for special investigators to investigate insurance fraud, which has a direct effect on them, then maybe you could make a case for it. But just for general police training, there is no connection. There is no reason to charge insurance companies any more than you'd charge a grocery store."

''Besides, that's what our property taxes are for -- police -- and it should be a priority for our state taxes as well," she said.

House Speaker Pro Tempore Thomas M. Petrolati, the Ludlow Democrat who authored the bill, did not return calls seeking comment.

But a prominent cosponsor of the bill, Senate Public Safety Committee chairman Jarrett T. Barrios, a Cambridge Democrat whose committee held the hearing yesterday, said the measure would fill a crucial gap while creating minimal pain for drivers. He added that legislative Democrats were only stepping in where Romney hadn't.

''The problem of adequately funding training for our first-responders has persisted through the Romney years, and while the governor has failed in his budgets to fund training for these men and women who put their lives on the line every day, this bill seems to provide a reasonable solution at a minimal cost, less than a penny a day to those who are insured to drive in Massachusetts," Barrios said.

''For anyone who seeks to oppose this bill, I would expect them to provide an alternative source of revenue for this critical source of training," he said.

Romney last year appointed a task force to revamp the state's auto insurance laws.
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