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ID THE HONORABLE SENATE AND HOUSE OF REPRESENTATIVES:

In accordance with the provisions of Article LVI of the Amendments 
to the Constitution, I am returning, herewith, House Bill No. 6140, 
entitled, "An Act Relative to the Sale of Home Warranty Protection 
Insurance."

H 6140 authorizes the Commissioner of Insurance to approve a new 
form of insurance to protect homebuyers against defective construction 
and materials. While I would have preferred a bill that inserted into 
the statutes minimum warranties and disclosure provisions for all sales 
of residences, I would approve a bill taking the insurance approach if 
it provided sufficient guidelines for the Commissioner's approval of 
policies and sufficient safeguards for the homebuyer.

It is important to remember that the insurance authorized by H 6140 
is not in fact a new form of insurance, but is instead another of 
casualty insurance, which the Cormassioner now has the power to approve. 
H 6140 allows group policies written in other states to be sold within 
the Connrarwealth without the Conxnissioner's approval of the form of 
the policy. This has led to abuses in other fields of insurance 
and should not be allowed in this newly developing area. In addition,
H 6140 does not fully spell out minimum standards for the provisions 
of such a policy.

I therefore reccemend that H 6140 be amended by striking out all 
after the enacting clause and inserting in place thereof the following:-

Chapter 175 of the General Laws is hereby amended by inserting 
after Section 117B the following section:-

Section 117C. Any company issuing insurance against defective 
construction and materials in residential buildings may provide such 
insurance in individual policies issued within the Commonwealth or in



HOUSE — No. 6908 [December 1975]

a group policy issued for delivery in whole within the Conrionwealth. Such 
policy or policies may be part of or include a warranty agreenant 
between the buyer and seller of the building. Any such policy or 
policies may not be issued within the corrmonwealth without the prior 
approval of the ccrmissioner. In determining whether to approve a 
policy the commissioner shall consider the availability of such 
coverage frccn all builders licensed to construct new residential 
buildings, when a policy is intended to cover newly constructed 
buildings; the extent to which the provisions of the policy that 
determine the insurer's liability for loss as a result of defective 
construction and materials would be expected by a reasonable purchaser 
to be included in such coverage, the extent to which the policy 
includes a procedure for the payment of claims that does not inhibit 
the filing of legitimate claims against the insurer; and the clarity 
of the provisions of the policy, and the extent to which they may be 
understood by persons without legal, insurance or construction 
training.
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