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SUMMARY

The Supreme Court of Hawai'i held that Hawai'i Revised Statutes § 431:10C-207 prohibits automobile

insurers from basing underwriting decisions, as well as rating plans, on a person's length of driving

experience. The court affirmed the circuit court's judgment upholding the Insurance Commissioner's

cease-and-desist order and a $3,000 civil penalty against Allstate.
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Allstate appealed from the circuit court's judgment affirming the
Insurance Commissioner's final order, which upheld a cease-and-desist
order and a $3,000 civil penalty for discriminatory underwriting

practices.

A secondary appeal from a circuit court's review of an agency
decision; the Supreme Court determines whether the circuit court was
right or wrong while applying the standards in HRS § 91-14(g). The
agency decision carries a presumption of validity, and the appellant
bears the heavy burden of showing that the decision is invalid because

its consequences are unjust and unreasonable.
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QUESTIONS PRESENTED

1. Whether HRS § 431:10C-207 prohibits an insurer from using an applicant's length of driving experience
as a basis for rejecting an automobile-insurance application.

2. Whether the Insurance Commissioner engaged in impermissible impromptu rulemaking by interpreting
HRS § 431:10C-207 to apply to underwriting.

3. Whether the Chief Deputy Insurance Commissioner's imposition of a $3,000 civil penalty constituted an
abuse of discretion.

HOLDINGS

1. HRS § 431:10C-207 prohibits an insurer from basing an underwriting decision on an applicant's length
of driving experience because the statute's reference to any 'standard or rating plan' encompasses both

rating plans and underwriting standards.

2. The Insurance Commissioner did not engage in impermissible impromptu rulemaking by applying HRS
8 431:10C-207 to Allstate's underwriting practice.

3. The $3,000 civil penalty was not an abuse of discretion because HRS § 431:10C-117 required a penalty

for a violation and authorized any amount up to $5,000 per violation.

KEY QUOTATIONS

“Therefore, we hold that HRS § 431:10C-207 applies to both "rating plan[s]" and "standard[s]," including
underwriting standards, such that the Commissioner and the circuit court were correct in concluding that

Allstate improperly denied Ms. Reinertson's application for insurance.” (104 Hawai'i at 271; 88 P.3d at 206)

“Instead, he applied the existing rule in HRS § 431:10C-207 to the facts of Ms. Reinertson's complaint.” (104
Hawai'i at 271; 88 P.3d at 206)

FACTUAL BACKGROUND

Allstate required applicants for automobile insurance to hold a driver's license for more than one year. It rejected
Kaoru N. Reinertson's application because she had held her license for less than one year and instead placed her
through the joint underwriting plan. The Insurance Commissioner concluded that using length of driving
experience as an underwriting criterion violated HRS § 431:10C-207 and upheld a cease-and-desist order and
$3,000 penalty.

PROCEDURAL HISTORY

An applicant complained to the Hawai'i Insurance Division after Allstate rejected her automobile-insurance
application because she had held a driver's license for less than one year. The Chief Deputy Insurance



Commissioner issued a cease-and-desist order and imposed a $3,000 penalty. After an administrative proceeding

based on stipulated facts and briefs, the hearings officer recommended vacatur, but the Insurance Commissioner

rejected that recommendation and upheld the enforcement action. The first circuit court affirmed, and the

Supreme Court of Hawai'i affirmed the circuit court.
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