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REPORT OF THE COMMISSION APPOINTED UNDER
CHAPTER 50 OF THE RESOLVES OF 1921, RELA-
TIVE TO THE EXPEDIENCY AND NECESSITY OF
FURTHER LEGISLATION RELATIVE TO THE IN-
SURING OF AUTOMOBILES.

The Commission, appointed under the provisions of chapter
50 of the Resolves of the year 1921, to investigate relative to
certain matters of insurance, submits the following report with
reference to so much thereof as relates to the insuring of auto-
mobiles.

Hearings were held upon this matter and evidence heard both
in favor and in opposition. The facts as disclosed appear to be
as follows:

The selling of automobiles on credit, whether the credit be
given through a financing company or otherwise, usually in-
volves the retention of the title to the automobile by the
creditor for purposes of security. The creditor in such cases
has an insurable interest which he is entitled to protect by in-
surance. As a matter of convenience and comity, there appear
to be sound reasons why the insurance should cover both the
interests of the creditor and the interests of the purchaser, for
the creditor’s interests will nominally be reduced by the pur-
chaser’s payments and the interests of the purchaser correspond-
ingly increased. The practice of dealers and finance companies
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with regard to the placing of this insurance varies, but in the
majority of cases a finance company will insist on placing the
insurance, either charging the premium direct to the purchaser,
or including it in a blanket charge covering interest, credit in-
surance, automobile insurance and all other carrying charges.
To this practice there has been much very understandable
protest on the part of insurance agents and brokers who have
found themselves deprived of business which would otherwise
be theirs. There have been many charges of rebating and
illegal acceptance of commissions, but no case of actual rebating
in this class of business has yet been proved. There is more
cause to suspect that finance companies have derived a profit
from their insurance by insuring through the medium of an
open policy covering all automobiles upon which they make
advances, and charging the purchasers for such insurance at
the ordinary manual rates, which are considerably higher than
the rates for such open policies. There may be a reasonable
question as to whether this practice does not come within the
scope of the statutes relating to acting as agent or broker with-
out a license. One company at the hearing admitted that it
made a profit of 25 per cent on its insurance. In most cases,
however, the profit, if any, is concealed, a blanket charge for
all costs being made. Many of the companies, however, in their
literature have advertised their expected profit on insurance as
a large source of revenue. There are also certain cases where
the practice has involved questionable methods. In some cases
the finance company has covered only its own interests. Inas-
much as the policies are in possession of the finance company,
the purchaser does not always realize that his interest is not
covered, and has found himself unexpectedly without insurance
protection. On the other hand, it is in an entirely legitimate
way a distinct advantage to the financing companies to handle
the insurance themselves. They can thereby secure: (1) the
choice of an insurance carrier of responsibility satisfactory to
themselves; (2) the issuance of policies suitable to their in-
terests; (3) a very conceivable economy in office work. The
examination of a multitude of policies in different companh
is no small task, nor is it a simple matter to negotiate tl
adiustment of claims with a variety of insurance carrier
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Undoubtedly, therefore, the tendency will be to transact busi-
ness so far as possible with a single carrier, and to insure under
a single open policy rather than to handle separate policies on
each order.

The finance companies having an insurable interest, it seems
impracticable to restrain them from insuring it as best suits
their convenience. Doubtless the State might insist that they
should not use their position to compel the purchaser to place
insurance through them covering more than the finance com-
pany’s interest. It may be doubted, however, if this is in the
true interest of the purchaser, and with even better reason may
it be doubted if there is any extensive objection on the part
of purchasers to the placing of insurance by the finance com-
panies. The situation is not markedly different from the situa-
tion that exists in case of every loan. The creditor is always
in a position of advantage, and can, if the borrower needs
credit, stipulate for the control of the insurance. To legislate
along this line would lead the General Court into a field far
broader than the scope of this investigation.

On the whole, it seems inadvisable to enact the bill as
referred to the Commission.

Respectfully submitted,

CLARENCE W. HOBBS.
FREDERIC C. NICHOLS.
JOHN E. OLDHAM.
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