
Senate, December 12,1977.

The committee on Ways and Means, to whom was committed
the House bill making certain changes relative to the cancellation,
modification, revocation or expiration of contracts between in-
surers and independent insurance agents (House, No. 6680), re-
ports recommending that the same ought to pass, with an amend-
ment substituting a new draft with the same title (Senate, No.
1998).

For the Committee,

JAMES A. KELLY, JR.

SENATE No. 1998
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[Dec.SENATE— No. 1998.2

An Act making certain changes relative to the cancellationMODIFICATION, REVOCATION OR EXPIRATION OF CONTRACTS BETWEENINSURERS AND INDEPENDENT INSURANCE AGENTS.

1 Section 1. Section 163 of chapter 175 of the Genera] Laws,2 as most recently amended, is hereby further amended by des3 leting the third through the fifteenth paragraphs, inclusive,4 and substituting in place thereof the following paragraphs:
5 No company shall cancel the authority of any independent6 insurance agent for fire or casualty insurance, or both, if said7 agent is not an employee of said company and no company8 shall modify a contract with such an agent unless the company9 gives written notice of its intent to cancel such agent or its10 intent to modify such contract at least one hundred and11 eighty days before the proposed effective date of any such

12 cancellation or modification. No company shall allow the13 license of any such agent to expire unless the company gives14 written notice of its intent to do so at least one hundred and15 eighty days before the proposed effective date of any such16 expiration. Except as otherwise provided herein, any agent17 receiving notice of such cancellation, modification or expira--18 tion may, within fifteen days after receipt thereof, make a19 written demand for reference to three referees of the question
20 as to whether or not such cancellation, modification or expira-
-21 tion will so affect the renewal, continuation or replacement of
22 any policies placed with the company through the efforts of
23 the agent, or the services needed by any policyholder doing
24 business with the company as a result of the efforts of the25 agent, as to justify renewal or continuation of any policies
26 then in effect having been placed with such company by such
27 agent. In the event the referees shall find that such cancella-
-28 tion, modification or expiration will so affect the renewal,
29 continuation or replacement of any policies placed with the
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30 company through the efforts of the agent, or the services
31 needed by any policyholders doing business with the company
32 as a result of the efforts of the agent, then the referees shall
33 order continuance or renewal of any policies expiring within a
34 period of thirteen months of the issuance of such notice, at a
35 rate of compensation to such agent equal to that as provided
36 in the agency agreement expiring or being so cancelled or
37 modified, for one additional policy period equal in length to
38 the most recent policy period of such expiring policy, but in
39 no event for more than one year; provided that with respect
40 to motor vehicle insurance policies expiring within the afore-
-41 said thirteen month period, such policies shall be renewed for
42 policy periods not to exceed one year. Such one year renewals
43 of all motor vehicle insurance policies shall be provided at
44 each expiration of the agency agreement by the company
45 was legitimately based upon one of the following grounds:
46 a) the agent was convicted of a dishonest act related to his
47 occupation as an insurance agent;
48 b) the agent’s license to engage as an insurance broker was
49 revoked;
50 c) the company has surrendered its license to do business
51 in the commonwealth.
52 An agent making a written demand for such reference shall
53 accompany said written demand With the names and addresses
54 of three persons, whereupon the company shall within fifteen
55 days thereof notify the agent of its choice of one of the said
56 persons to act as one of the referees and at the same time sub-
-57 mit the names and addresses of three persons to the agent,
58 who shall within fifteen days after receiving such names,
59 notify the company in writing of his choice of one of such
60 persons to act as a second referee. At the same time the agent
61 shall notify the commissioner, such notice to be on a form pre-
-62 scribed by the commissioner, that both the company and
63 agent have chosen referees. Within ten days of the receipt of
64 such notice the commissioner shall appoint a person to serve
65 as third referee, and shall notify such person, the agent and
66 the company in writing of such appointment. Each person
67 nominated or appointed as a referee shall be a disinterested
68 person, shall be a resident of the commonwealth and shall be
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willing to act as such referee. Within ten working days of the
appointment of the third referee, who shall serve as chair-
man, the three referees shall meet, hear evidence, reduce
their decisions to writing, and sign it, and shall deliver a copy
thereof to the agent, to the company and to the commissioner.
In the event any company receiving such a written demand
for such a reference fails to comply with the provisions of this
paragraph, then such agent shall have the authority to renew
or continue any policies placed with such company through
the efforts of such agent expiring within a period of thirteen
months from the date of the notice of cancellation, modifica-
tion or expiration of the agency agreement, at a rate of com-
pensation to such agent equal to that as provided in the agency
agreement expiring or being so cancelled or modified, for one
additional policy period equal in length to the most recent
policy period of such expiring policy, but in no event for more
than one year; provided that, with respect to motor vehicle in-
surance policies expiring within the aforesaid thirteen month
period, such policies shall be renewed for policy periods not to
exceed one year. Such one year renewals of all motor vehicle
insurance policies shall be provided at each expiration of such
policies during the aforesaid thirteen month period.
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Any insurance company and any insurance agent may by
written contract agree to modify the provisions of the pre-
ceding two paragraphs, other than the requirements of a one
hundred and eighty day notice in the event of a cancellation
or modification of a contract or of intent to allow the expira-
tion of a license, by provisions presented to and approved by
the commissioner which he finds after due hearing and in-
vestigation will adequately protect both the right of a policy-
holder to a continuance of insurance and the services of any
agent of his own choosing and the right of an agent to fair
compensation for the insurance placed with a company as a
result of his efforts. The commissioner may make reason-
able rules of general application regarding such modified pro-
visions,
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105 The decision of the referees may provide for the renewal

or continuance of any or all policies expiring within a period
of thirteen months of the issuance of any such notice, at a
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108 rate of compensation to such agent equal to that as provided
109 in the agency agreement expiring or being so cancelled or
110 modified, for one additional policy period equal in length to
111 the most recent policy period of such expiring policy, but in
112 no event for more than one year; provided that, with respect
113 to motor vehicle insurance policies expiring within the afore-
-114 said thirteen month period, such policies shall be renewed for
115 policy periods not to exceed one year. Such one year renewals
116 of all motor vehicle insurance policies shall be provided at each
117 expiration of such policies during the aforementioned thirteen
118 month period. The decision of the referees may also provide
119 for the continuance of such previous contractual provisions, if
120 the referees, or a majority of them, find that such decision
121 will best protect the right of a policyholder to a continuance of
122 insurance and the services of an agent of his own choosing and
123 the right of any agent to compensation for the insurance
124 placed with a company as a result of his efforts giving due
125 consideration to the possibility the affected agent has of ob-
-126 taining similar coverage for policyholders affected from other
127 companies at reasonable compensation. The decisions rendered
128 in accordance with the provisions of this section providing for
129 reference shall be binding on all companies and agents affected
130 thereby. If such a decision orders the renewal or continuance
131 of any policies, policyholders and the affected agent shall be
132 entitled in all respects to the same services and practices as
133 were in effect prior to reference insofar as amounts and types
134 of coverage, credit terms and agency services are also con-
-135 tinued. The referees, or a majority of them, shall fix a fair
136 compensation for the agent affected whenever they order such
137 a renewal or continuance of policies.

138 All policies expiring within thirteen months of the notice
139 may be renewed for the policy periods as aforesaid but no agent
140 or company relying on this section shall again refer the same
141 issue to referees. Where other provisions of the general laws
142 require notice to policyholders before nonrenewal of any cov-
-143 erages, the company shall at the request of the agent who is
144 unable to replace any such policy which has been renewed for
145 one or more policy periods in accordance with this section
146 comply with those provisions of law.
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147 An agent initiating reference under this section and the com-
pany receiving written demand shall each be liable for the
payment of the reasonable charges and expenses of his nominee
for referee and one half of the compensation for the reason-
able charges and expenses of the third referee. The third
referee shall forthwith upon the execution of the decision
furnish the agent and the company with a written statement
specifying in detail his charges for compensation and expenses.
The agent or the company, 'if aggrieved by said charges, may
petition the commissioner for review. The petition shall set
forth with particularity the specific item or charges in dispute.
The commissioner shall, within ten days of receipt of the pe-
tition, notify the interested parties of the date established for
a hearing on said petition, and, after said hearing the com-
missioner shall approve or disapprove said charges in whole
or in part, his findings and decisions shall be final and con-
clusive.
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Section 2. This act shall take effect upon its passage.1






