
No. 474SENATE
To accompany the petition of Charles F. J. Harrington, Com-

missioner of Insurance, for legislation to prohibit unfair methods
of competition and unfair or deceptive acts or practices in the busi-
ness of Insurance. Insurance.

In the Year One Thousand Nine Hundred and Forty-Seven.

An Act relative to unfair methods of competition

AND UNFAIR OR DECEPTIVE ACTS OR PRACTICES IN THE

BUSINESS OF INSURANCE.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Unfair methods of competition in the
2 business of insurance, and unfair or deceptive acts
3 or practices in that business, are hereby declared un-
-4 lawful. The [commissioner of insurance], hereinafter
5 referred to as [commissioner], is hereby empowered
6 and directed to prevent insurers, and all persons
7 acting for them or on their behalf, from using unfair
8 methods of competition and unfair or deceptive acts
9 or practices in the business of insurance, as provided

10 in this act.

1 Section 2. The [commissioner] shall from time to
2 time make such rules and regulations as are necessary
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3 for the carrying out of the provisions of this act, which
4 rules and regulations he may amend, modify or annul.
5 In such rules and regulations he shall enumerate the
6 acts which he finds constitute unfair methods of com-
7 petition or unfair or deceptive practices in the busi-
8 ness of insurance. Except as provided in section three
9 of this act, no such rules and regulations or any amend-

-10 ment or modification thereof shall become effective
11 until the [commissioner] shall have held a public hear-
-12 ing thereon following the giving, at least 1 hirty days
13 prior to said hearing, of notice of the intention to hold
14 such hearing, by United States mail, to each insurer
15 licensed in this state who will be affected by the pro-
-16 posed rules or regulations and by publication once in
17 each week for three successive weeks during said thirty
18 days in a newspaper published at the state capitol.
19 After each such hearing he shall make his decision in
20 writing, determining what, if an}', acts set out in the
21 proposed rules and regulations he finds constitute un-
-22 fair methods of competition or unfair or deceptive
23 acts or practices in the business of insurance, and
24 make and file in his office final rules and regulations
25 accordingly, of which he shall give immediate notice
26 by mail to all persons who were given written notice
27 of the hearing. The rules and regulations shall become
28 effective thirty days after they are filed. Any insurer,
29 or person acting for or on behalf of an insurer, ag-
-30 grieved by any rule or regulation made by the [com-
-31 missioner] may have the part of the decision of the
32 [commissioner] relating to such rule or regulation re-

-33 viewed by [appeal] [writ of certiorari] to [the
34 court]. The [notice of appeal] [petition for writ of
35 certiorari] must be filed within thirty days after the
36 filing of the rules and regulations, and may be brought
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37 on for hearing by the [commissioner] or the [appellant]
38 [petitioner] on days’ notice. The court shall
39 determine whether the filing of the [notice of appeal]
40 [petition for such writ] shall operate as a stay of the
41 rule or regulation, or portion thereof, sought to be
42 reviewed. The court may, in disposing of the issue
43 before it, modify, affirm or reverse the decision of the
44 [commissioner] complained of, in whole or in part, and
45 the [commissioner] shall conform his rules and regula-
-46 tions to the decision of the court. Except as provided
47 in section three of this act, no proceeding shall be
48 taken by the [commissioner] to prevent any unfair
49 method of competition or any unfair or deceptive
50 practice in the business of insurance unless such act is
51 enumerated in a rule or regulation adopted as pro-
-52 vided in this section, and, after judicial review thereof,
53 if the operation of the rule or regulation as to that
54 method of competition or act or practice has been
55 stayed during such review.

1 Section 3. Whenever it shall appear to the [com-
-2 missioner] that any insurer, or any person acting for or
3 on behalf of an insurer, has been or is using an unfair
4 method of competition or unfair or deceptive act or
5 practice in the business of insurance, and that an
6 emergency exists requiring immediate action in order
7 that the public may not be defrauded, the [commis-
-8 sioner] may proceed as hereinafter in this act provided
9 without having first adopted a rule or regulation enu-

-10 merating the unlawful method, act or practice by
11 which, in his opinion, the public will be defrauded.
12 In any such case, before proceeding the [commissioner]
13 shall file in his office a declaration of the emergency
14 requiring immediate action, with his reasons for such
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15 declaration, copies of which shall be sent by registered
16 mail to all persons claimed by the [commissioner] to
17 be using the unlawful method, act or practice.

1 Section 4. The [commissioner] shall have power
2 to examine and investigate into the affairs of every

insurer and every person acting for or on behalf of an
4 insurer, in order to determine whether such insurer or
5 other person has been or is engaged in any of the
6 methods, acts or practices prohibited by this act.

1 Section 5. Whenever the [commissioner] shall
2 have reason to believe that any insurer, or any person

3 acting for or on behalf of an insurer, has been or is
4 using any unfair method of competition or unfair or

5 deceptive act or practice in the business of insurance
6 which has been enumerated in an effective rule or
7 regulation adopted as provided in section two of this
8 act, and it shall appear to him that a proceeding by
9 him in respect thereof would be to the interest of the

10 public, he shall issue and serve upon such insurer or
11 other person a complaint stating his charges in that
12 respect and containing a notice of a hearing thereon
13 upon a day and at a place therein fixed, at least thirty
14 days after the service of said complaint. The insurer
15 or other person so complained of shall have the right
16 to appear at the place and time so fixed and show caus
17 why an order should not be entered by the [commis-
18 sioner] requiring such insurer or other person to cease
19 and desist from the violation of the law charged in
20 the complaint. Any person may make application,
21 and upon good cause shown may be allowed by the
22 [commissioner], to intervene and appear in said pro-
23 ceeding, by counsel or in person. The [commissioner]
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24 upon such hearing may administer oaths, examine
25 and cross-examine witnesses, receive oral and docu-
-26 mentary evidence, and shall have power to subpoena
27 witnesses, compel their attendance, and require the
28 production of books, papers, records, correspondence,
29 or other documents which he deems relevant to the
30 inquiry. In case of a refusal of any person to comply
31 with any subpoena issued hereunder, or to testify to
32 any matter concerning which he may be lawfully in-
-33 terrogated, the court of any county, on
34 application of the [commissioner] may issue an order
35 requiring such person to comply with such subpoena
36 and to testify; and any failure to obey such order of
37 the court may be punished by the court as a contempt
38 thereof. Nothing in this act contained shall require
39 the observance at any such hearing of formal rules of
40 pleading or evidence. The testimony in any such pro-
-41 ceeding shall be reduced to writing and filed in the
42 office of the [commissioner]. If after such hearing the
43 [commissioner] shall be of the opinion that the method
44 of competition or the act or practice in question is
45 prohibited by this act, he shall reduce his findings to
46 writing and shall issue and cause to be served on the
47 insurer or other person charged with the violation of
48 law an order requiring such insurer or other person
49 to cease and desist from such methods, act or prac-
-50 tice. Until the expiration of the time allowed for filing-
-51 a [notice of appeal] [petition for writ of certiorari], if
52 no such [notice of appeal] [petition for such writ] has
53 been duly filed within such time, or if a [notice of
54 appeal] [petition for such writ] has been filed within
55 such time, then until the transcript of the record in
56 the proceeding has been filed in the court,
57 as hereinafter provided, the [commissioner] may at
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58 any time, upon such notice and in such manner as he
59 shall deem proper, modify or set aside, in whole or in
60 part, any report or any order made or issued by him
61 under this section. After the expiration of the time
62 allowed for filing a [notice of appeal] [petition for writ
63 of certiorari], if no such [notice of appeal] [petition for
64 such writ] has been duly filed within such time, the
65 [commissioner] may at any time, after notice and op-
-66 portunity for hearing, reopen and alter, modify or set
67 aside, in whole or in part, any report or order made or
68 issued by him under this section, whenever in his
69 opinion conditions of fact or of law have so changed
70 as to require such action or if the public interest shall
71 so require.

1 Section 6. Any order of the [commissioner] di-
-2 reeling any insurer or other person to cease and desist
3 from using any method of competition or act or prac-
-4 tice shall be subject to review [here insert language
5 describing scope of review] by [appeal] [writ of cer-
-6 tiorari] to [the court] of
7 county. The court shall determine whether the filing
8 of the [appeal] [petition for such writ] shall operate as
9 a stay of such order of the [commissioner]. The court

10 may, in disposing of the issue before it, modify, affirm
11 or reverse the order of the [commissioner] in whole or
12 in part. To the extent that the order of the [commis-
-13 sioner] is affirmed or modified, the court shall issue its
14 own order commanding obedience to the terms of the
15 order of the [commissioner].

1 Section 7. No order of the [commissioner] or judg-
-2 ment of the court to enforce the same shall in any
3 wise relieve or absolve any insurer or person acting
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4 for or on behalf of such insurer from any liability under
5 any other laws of this state.

1 Section 8. Complaints, orders and other processes
2 of the [commissioner] under this act may be served by
3 any one duly authorized by the [commissioner], either
4 in the manner provided by law for service of process
5 in civil actions or by registering and mailing a copy
6 thereof addressed to such insurer or other person at
7 its or his residence or principal office or place of busi-
-8 ness. The verified return by the person so serving
9 said complaint, order or other process, setting forth

10 the manner of such service, shall be proof of the same,
11 and the return postcard receipt for such complaint,
12 order or other process registered and mailed as afore-
-13 said shall be proof of the service of the same.

1 Section 9. An order of the [commissioner] to cease
2 and desist shall become final
3 1. Upon the expiration of the time allowed for filing
4 a [notice of appeal] [petition for writ of certiorari],
5 if no such [notice of appeal] [petition for such writ] has
6 been dulv filed within such time.
7 2. Upon a final decision of the court if a
8 judicial review has been sought of the order of the
9 [commissioner].

1 Section 10. Any person who violates an order of
2 the [commissioner] to cease and desist after it has be-
-3 come final, and while such order is in effect, shall for-
-4 feit and pay to the state of a civil
5 penalty of not more than five thousand dollars for each
6 violation, which may be recovered in a civil action.
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