
SENATE No. 486

Senate, April 15, 1913.

The committee on Insurance, to whom were referred the
petition (accompanied by bill, House, Ho. 1662) of Ben-
jamin F. Sullivan for legislation relative to insurance in
the form known as reciprocal or inter-insurance; and the
recommendations for legislation to be contained in the an-
nual report of the Insurance Commissioner (House, Ho.
202) (accompanied by bills, House, Hos. 203 to 208, inclu-
sive) (reporting in part on the latter), reports the accom-
panying bill.

For the committee,

D. T. MOHTAGUI

C&e Commontocalrt) of Siassacfmsetts.
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AN ACT
Relative to Insurance in the Form known as Reciprocal or

Inter-Insurance.

Re 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. Individuals, partnerships and corporation
2 of this state, hereby designated subscribers, may be author

3 ized as hereinafter provided to exchange reciprocal or inter-
-4 insurance contracts with each other, and with individuals,

5 partnerships and corporations of other states and countries
6 in which they are not forbidden by law to do business,
7 providing indemnity among themselves for any loss which
8 may be insured against under other provisions of the laws,
9 excepting life and health insurance and insurance against

10 accidents to the insured.

1 Section 2. Contracts may be executed by an attorney
2 agent or other representative, herein designated attorney

duly authorized and acting for such subscribers

1 Section 3. Such subscribers so contracting among them.
Ives shall through their attorney file w cc
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3 commissioner a declaration under oath of such attorney
4 setting forth:
5 (a) The name under which the business is to be conducted,
6 which name shall not be so similar to that of any reciprocal
7 or inter-insurance association or to that of any insurance
8 company as, in the opinion of the insurance commissioner,
9 is calculated to result in confusion or deception.

10 (6) The exact location of the principal office at which the
11 .business is to be conducted.
12 (c) The kind or class of insurance to be written.
13 (d) An exact copy of the agreement of association or
14 other agreement governing the transaction of the business
15 of the subscribers, and of the form of policy by which such
16 insurance is to be effected or exchanged, which form shall
17 conform to the standards of this commonwealth.
18 (e) An exact copy of the form of the power of attorney
19 or other authority of such attorneys under which such in-

-20 surance is to be effected or exchanged, which form shall
21 contain a provision authorizing such attorney for and on
22 behalf of such subscribers to file the instruments prescribed
23 in section four hereof.
24 (/) A financial statement in such form as the insurance
25 commissioner may' require, together with a filing fee of
26 twenty dollars.
27 (g) That applications have been made for indemnity' upon
28 at least four hundred separate risks aggregating not less
29 than one and one-half million dollars as represented by
30 executed contracts for said amount or byr bona fide appli-
31 cations to become concurrently effective, or, in case of
32 liability or workmen’s compensation insurance covering a
33 total pay'-roll of not less than one and one-half million
34 dollars; and a statement that no subscriber has assumed
35 on any single risk an amount greater than ten per cent of
36 the net worth of such subscriber.
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37 (h) That there is on deposit with such attorney and
38 available for the payment of losses a sum of not less than
39 the largest amount covered in any one risk and in no event
40 less than one hundred thousand dollars in excess of liabilities
41 and that such sum is in cash or invested in securities such
42 as are specified for insurance companies doing the same
43 kind of business.
44 (i) A declaration that each underwriter’s contingent lia-
-45 bility for losses under his contracts in the exchange shall
46 not by agreement or otherwise be limited to any less sum
47 than five times the maximum amount said underwriter
48 assumes on a single risk.

1 Section 4. With the filing of the declaration pre-
-2 scribed by the preceding section, the attorney shall file
3 with the insurance commissioner an instrument in writing
4 executed by him for such subscribers, by and with their
5 consent and authority, constituting and appointing the
6 insurance commissioner or his successor the true and lawful
7 attorney of such subscribers or any subscriber, upon whom
8 all lawful processes in any action or legal proceeding arising
9 upon any policy, contract or agreement issued by such sub-

10 scribers may be served, and in such instrument agreeing that
11 any lawful process against such subscribers or any sub-
12 scriber which may be served upon the insurance commissioner
13 as such attorney shall be of the same force and validity as if
14 served on each subscriber, and further agreeing that the
15 authority of said instrument shall continue in force irrev-
16 ocable so long as any liability of such subscribers, or any of
17 them, remains outstandinj
18 the service of such proces
19 prescribed by the statute

20 service of process upon in;

in this commonwealth and that
shall be in the same manner as

s of the commonwealth for the
urance companies.

1 Section 5. Whenever, and as often as the insurance
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2 commissioner may require, said attorney shall file with the
B insurance commissioner a statement under the oath of said
4 attorney showing the maximum amount of indemnity upon
5 any single risk and a similar statement to the effect that upon
6 investigation he is satisfied that no subscriber has assumed
7 on any single risk an amount greater than ten per cent of
8 the net worth of such subscriber.

1 Section 6. Upon the filing of the foregoing papers, with
2 a fee of thirty dollars therefor, it shall be the duty of the
3 insurance commissioner to examine the same, and, if they
4 are found satisfactory, and the attorney is deemed a suitable
5 person to act as such, and the conditions required by this
6 act have been complied with, to issue a license, which shall
7 expire on the next succeeding thirtieth day of June, but may
8 be renewed annually upon the payment of a fee of two
9 dollars, and may for cause be revoked at any time by the

10 insurance commissioner.

1 Section 7. In addition to said sum of one hundred
2 thousand dollars, there shall at all times be maintained as
3 a reserve, a sum in cash or convertible securities equal to
4 fifty per cent or at the discretion of the insurance com-
-5 missioner a monthly pro rata proportion of the deposits
6 collected and credited to the accounts of the subscribers on
7 policies having one year or less to run and pro rata on those
8 for longer periods. Said sum shall at no time amount to
9 less than twenty-five thousand dollars and if at any time

10 said sum becomes less than said amount, then the sub-
-11 scribers, or their attorney for them, shall make up the
12 deficiency.

1 Section 8. No such exchange or subscribers shall offer
2 indemnity covering more than one class orkind of insurance

in the same contract.
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1 Section 9. Such attorney shall make a report to the
2 insurance commissioner as of December thirty-first of each
3 year on or before the fifteenth day of January of the suc-
-4 ceeding year showing the financial condition of affairs at

5 the office where such contracts are issued, said report to be
6 in such form as may be required by the insurance com-
-7 missioner, and shall furnish such additional information and
8 reports as he may from time to time require; provided,
9 however, that the names and addresses of any subscriber

10 filed with the insurance commissioner shall not be regarded
11 as public records. The business affairs and assets of such
12 organizations shall be subject to examination by the in-
-13 surance commissioner who shall have the same powers in
14 this respect as he is authorized by law to exercise in the
15 investigation of insurance companies.

1 Section 10. The subscribers shall be bound by the acts
2 of their attorney within his apparent authority as such

attorney.

1 Section 11. Such subscribers, doing business through
2 an attorney, as herein provided, shall, as far as the same are
3 applicable to them, be subject to sections seven, ten, twenty-
-4 one, twenty-two, fifty-seven, fifty-eight, fifty-nine and sixty
5 of chapter five hundred and seventy-six of the acts of the
6 year nineteen hundred and seven and of all acts in amend-
-7 ment thereof or in addition thereto.

1 Section 12. Every policy written upon property orother
2 insurable interest in this commonwealth under the authority
3 of this act shall have printed on the face and back thereof
4 in clear type not smaller than long primer the name of the
5 association and after the same the words “not incorporated,”
6 the name of the attorney, the location of its principal office
7 and the location of its office, in this commonwealth.
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1 Section 13. The right to exchange insurance contracts
2 of the kind and character herein mentioned with the sub-
3 scribers to an exchange which has complied with the pro-
-4 visions of this act is hereby declared to be incidental to the
5 purposes for which domestic corporations are organized and
6 such right is hereby granted to a like extent as the rights and
7 powers otherwise expressly conferred.

1 Section 14. Any individual, partnership or corporation
2 and any attorney, agent or representative, who shall, except
3 for the purpose of applying for certificates of authority as
4 herein provided, exchange any contracts of indemnity of
5 the kind and character specified in this act, or directly or
6 indirectly solicit or negotiate any applications for the same
7 without first complying with the foregoing provisions, shall
8 be deemed guilty of a misdemeanor, and, upon conviction
9 thereof, shall be subjected to a fine of not less than one

10 hundred dollars nor more than one thousand dollars.

1 Section 15. The attorney of such an indemnity exchange
2 shall pay an annual tax to the commonwealth equal to two
3 per cent of the premiums or deposits less all amounts returned
4 to subscribers or credited to their accounts as the return of
5 premiums unused.

1 Section 16. An exchange, providing indemnity against
2 loss by fire, shall, where protective departments are organ-
-3 ized under legislative acts, contribute to support those
4 protective departments to the same extent as fire insurance
5 companies are or may be required by law so to do.

1 Section 17. Any proposed change in the declarations
- filed under the provisions of paragraphs (
3 and (e) of section three of this act shall In

i)J

th the
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4 insurance commissioner at least thirty days prior to the
5 time it is to take effect.

1 Section IS. No such exchange authorized to transact

2 business in this commonwealth shall insure in a single risk
3 wherever such risk is.located, a larger amount than one-

-4 tenth of its net assets, as defined in acts of 1907, chapter
5 five hundred and seventy-six, section one, unless it has
6 provided for reinsurance of the excess over said limit, to
7 take effect simultaneously with the original contract.
8 Such an exchange may include in its contingent funds, as
9 the contingent liabilities of subscribers, an amount not

10 exceeding five times the deposits collected and credited
11 to the accounts of such subscribers.

1 Section 19. Every such exchange transacting business
2 under this act shall maintain at least one resident agent
3 who shall have an office in this commonwealth.

1 Section 20. This act shall take effect on the first
2 day of July, nineteen hundred and thirteen.


