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Che Commontoealth of ^a$saci)usett0.

In the Year One Thousand Nine Hundred and Twenty-Five.

An Act to authorize Reciprocal or Inter-Insurance 
Exchanges and Providing for the Regulation 
thereof.

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

1 S e c t io n  1. The General Laws are hereby
2 amended by inserting after chapter one hundred
3 and seventy-eight the following new chapter to
4 be numbered one hundred and seventy-eight
5 A, and to be entitled, “ Reciprocal or Inter-
6 Insurance Exchanges”.

7 C h a p t e r  178A.

8  R e c ip r o c a l  o r  I n t e r - I n s u r a n c e  E x c h a n g e s .
$5ltt

9 General Provisions.
■

10 Section 1. The following words and phrases
11 as used in this chapter, unless the context other-
12 wise requires or a different meaning is specifi-
13 cally prescribed, shall have the following mean-
14 ings:—
15 “ Attorney-in-fact”, a person, partnership
16 or corporation, or the officers of any such cor-
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17 poration, acting under a power of attorney as
18 the representative of the several subscribers
19 in the exchange of reciprocal or inter-insurance
20 contracts and matters incidental thereto.
21 “ Commissioner”, the commissioner of in-
22 surance.
23 “Contract” or “ contract of insurance”, the
24 same meaning as “ reciprocal or inter-insurance
25 contract”.
26 “Domestic exchange”, a reciprocal or inter-
27 insurance exchange whose attorney-in-fact has
28 his principal office in the commonwealth.
29 “Exchange”, the same meaning as “ recipro-
30 cal or inter-insurance exchange ” .
31 “Foreign exchange”, a reciprocal or inter-
32 insurance exchange whose attorney-in-fact has
33 his principal office in another state of the United
34 States.
35 “Policy” or “ policy of insurance”, the same
36 meaning as “ reciprocal or inter-insurance con-
37 tract”.
38 “Reciprocal or inter-insurance contract” ,
39 an agreement whereby each of the parties called
40 subscribers, severally agrees each with the
41 other to pay money or its equivalent or to do
42 an act valuable to each of the other parties
43 upon the loss, destruction or injury of something
44 in which the other party has an interest.
45 “Reciprocal or inter-insurance exchange”,
46 an association of those subscribers who shall
47 enter into the exchange of reciprocal or inter-
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48 insurance contracts, acting each with the other
49 through a common attorney-in-fact.
50 “ Subscriber” , a person, firm or corporation
51 who has authorized a common attorney-in-fact
52 to bind him or it as a party principal on recipro-
53 cal or inter-insurance contracts.
54 Section 2. The exchange of reciprocal or
55 inter-insurance contracts between the sub-
56 scribers providing indemnity to the parties
57 thereto from any loss or damage caused by
58 any of the hazards specified in the first or
59 eighth clauses of section forty-seven of chapter
60 one hundred and seventy-five is hereby au-
61 thorized, subject to the provisions of this
62 chapter.
63 SectionfS. The business of exchanging re-
64 ciprocal or inter-insurance contracts shall be
65 transacted only in accordance with and subject
66 to the provisions of this chapter, and no person
67 shall act or’aid in any manner in the transac-
68 tion of such business except as provided in this
69 chapter.

70 Powers and Duties of the Commissioner of In-
71 surance.
72 Section T  The commissioner shall enforce
73 and administer the provisions of this chapter.
74 If upon examination, complaint or other evi-
75 dence exhibited to him, the commissioner is of
76 the opinion that any provisions of this chapter
77 have been violated, he shall forthwith report
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78 the facts to the attorney general, to the proper
79 district attorney or to the commissioner of
80 public safety, who shall severally cause the
81 offender to be prosecuted therefor.
82 Section 5. The commissioner shall at least
83 once in three years, and whenever he deems it
84 prudent, either personally or by one of his
85 deputies or examiners, visit the office of the
86 attorney-in-fact of every domestic exchange,
87 and thoroughly inspect and examine its affairs
88 to ascertain its financial condition, its ability
89 to fulfill its obligations, whether the attorney-
90 in-fact and advisory committee have complied
91 with the law, and any other facts relative to
92 their business methods and management and
93 the equity of their dealings with claimants and
94 the subscribers. He shall make such examina-
95 tion upon the written request of five or more
96 of the subscribers who shall make affidavit of
97 their belief, specifying their reasons therefor,
98 that the exchange is in an unsound condition or
99 that its management is hazardous to the

100 subscribers. He may, whenever he deems it
101 advisable, cause a complete audit of the books
102 and accounts of the attorney-in-fact or ad-
103 visory committee to be made by a disinterested
104 expert accountant.
105 He shall also, whenever he deems it prudent,
106 for the protection of subscribers in the corn-
107 monwealth, in like manner visit and examine,
108 or cause to be visited and examined by some
109 competent persons whom he may appoint
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110 therefor, the office, affairs and condition of any
111 foreign exchange whose attorney-in-fact is ap-
112 plying for admission or is already licensed to
113 transact business in the commonwealth. The
114 proper charges incurred in such examination,
115 including the expenses of the commissioner,
116 his deputies or examiners, and the expenses
117 and compensation of his appointees shall be
118 paid by the attorney-in-fact on behalf of the
119 exchange.
120 The commissioner, his deputies, examiners
121 or appointees, shall at all times have free
122 access to all the a'ssets of the exchange and to
123 all the books, records, papers and vouchers
124 kept by the attorney-in-fact, the advisory
125 committee, or any other representative of the
126 exchange, and may make copies thereof, and
127 may summon and examine under oath any
128 person relative to the affairs, transactions and
129 condition of the exchange, its subscribers or
130 the attorney-in-fact.
131 Whoever, upon due summons, without justi-
132 fiable cause, neglects to appear and testify
133 before the commissioner, his deputies, ex-
134 aminers or appointees, or, whoever interferes
135 with or obstructs the commissioner, his depu-
136 ties, examiners or appointees in making such
137 examination, or who conceals any records,
138 papers, books or accounts for the purpose of
139 hindering or delaying such examination, shall
140 be punished by a fine of not more than one
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141 thousand dollars or by imprisonment for not
142 more than one year, or both.
143 The commissioner shall make a record of
144 the result of his examinations under this
145 section.
146 Section 6. The commissioner shall require
147 the attorney-in-fact of every domestic ex-
148 change to keep his books, records, accounts,
149 vouchers and other papers in such manner
150 that he, his deputies or examiners may readily
151 verify the annual statement required by sec-
152 tion fifty-five and ascertain whether the law
153 has been complied with.
154 Section 7. The commissioner may require an
155 attorney-in-fact to submit for his inspection
156 copies of any policy form or form of power of
157 attorney or subscribers’ agreement used by
158 him and a form of any rider or endorsement
159 used in connection therewith, and copies of any
160 circular or other advertising matter issued by
161 him in the commonwealth. An attorney-in-
162 fact who, within thirty days after receipt of a
163 written request therefor, neglects or refuses to
164 comply with the provisions of this section shall
165 be punished for each offence by a fine of not
166 less than one hundred nor more than five hun-
167 dred dollars.
168 Section 8. If the commissioner is of the opin-
169 ion, upon examination or other evidence, that
170 any exchange is in an unsound condition, or
171 that the attorney-in-fact or any member of the
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172 advisory committee has violated any provision
173 of law, or that its affairs, condition or manage-
174 ment is such as to render its further transaction
175 of business hazardous to the subscribers, or if
176 the attorney-in-fact or the advisory committee
177 refuse to submit to examination, or if the guar-
178 antee fund of a domestic exchange is impaired
179 more than one quarter on the basis fixed by
180 section ten or not restored, if said impairment
181 on said basis does not exceed one quarter, as
182 provided in section thirty-two, or if the number
183 of subscribers or the amount of insurance in
184 force is less than the number or amount speci-
185 fied in section fifty-four, or if the net surplus of a
186 foreign exchange required by section seventy-
187 four is impaired, or if the attorney-in-fact or the
188 advisory committee has attempted, or is at-
189 tempting to compromise with subscribers hav-
190 ing claims because of inability to pay their
191 claims in full, or if, when its assets are less than
192 its liabilities, inclusive of unearned premiums,
193 but exclusive of the guarantee fund, in the case
194 of a domestic exchange, and exclusive of the net
195 surplus in the case of a foreign exchange, the at-
196 torney-in-fact or the advisory committee at-
197 tempts, to the disadvantage of subscribers who
198 have sustained losses, to prefer or has preferred
199 by reinsurance subscribers who have sustained
200 no loss, or upon receipt of a notice under sections
201 thirty-two, fifty-four or seventy-six, he shall
202 revoke or suspend for its unexpired term its
203 license and shall give written notice thereof to



1925.] S E N A T E  —  N o . 3S0. 9

204 the attorney-in-fact and shall cause notice
205 thereof to be published in such manner as he
206 deems necessary for the protection of the public.
207 No new policies shall be issued thereafter until
208 the authority of the attorney-in-fact is restored
209 by the commissioner. Unless the ground for
210 revocation or of suspension relates only to the
211 financial condition or soundness of the ex-
212 change or to a deficiency in its assets, or unless
213 the license is revoked or suspended upon receipt
214 of a notice under said sections thirty-two,
215 fifty-four or seventy-six, he shall notify the
216 attorney-in-fact not less than ten days before
217 revoking or suspending its license; and he
218 shall specify in the notice the particulars of
219 the alleged violation of law or grounds for
220 revocation or suspension.
221 The supreme judicial court for the county of
222 Suffolk upon petition of the attorney-in-fact or
223 of the advisory committee of a foreign ex-
224 change, brought within ten days, shall sum-
225 marily hear and determine the question whether
226 the exchange is in unsound condition, whether
227 the attorney-in-fact or any member of the
228 advisory committee has violated any provision
229 of law, whether its affairs, condition or manage-
230 ment is such as to render its further transac-
231 tion of business hazardous to the subscribers,
232 whether the attorney-in-fact or advisory com-
233 mittee has refused to submit to examination,
234 whether, except in case of a revocation or sus-
235 pension upon receipt of a notice by the com-
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236 missioner under said section fifty-four, the
237 number of subscribers or the amount of in-
238 surance in force is less than the number or
239 amount specified in section fifty-four, whether,
240 except in case of a revocation or suspension
241 upon receipt of a notice by the commissioner
242 under said section seventy-six, its net surplus
243 required by section seventy-four is impaired,
244 or whether the attorney-in-fact or the advisory
245 committee has attempted to compromise with
246 subscribers having claims because of inability
247 to pay their claims in full, or whether, when its
248 assets are less than its liabilities, inclusive of
249 unearned premiums, but exclusive of the net
250 surplus, the attorney-in-fact or the advisory
251 committee has attempted, to the disadvantage
252 of subscribers who have sustained losses, to
253 prefer or has preferred by reinsurance sub-
254 scribers who have sustained no loss, and shall
255 make any appropriate order or decree therein.
256 If the order or decree is adverse to the petitioner,
257 an appeal therefrom may be taken to the full
258 court; and in case of such appeal the commis-
259 sioner may revoke or suspend as aforesaid the
260 license of the exchange to do business in the
261 commonwealth until the determination of the
262 question by the full court.
263 Section 9. Upon the revocation or suspen-
264 sion of the license of a domestic exchange under
265 section eight, or upon the expiration of said
266 license when a renewal is refused, the commis-
267 sioner shall apply to the supreme judicial court
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268 for the county of Suffolk for an injunction
269 restraining the attorney-in-fact and the sub-
270 scribers, in whole or in part, from further pro-
271 ceeding with the business of the exchange.
272 The court may issue a temporary injunction
273 forthwith and may after a full hearing make
274 the injunction permanent, and may appoint
275 receivers to take possession of the property
276 and effects of the exchange and to settle its
277 affairs, subject to such rules and orders as the
278 court may prescribe. If the court dismisses
279 a petition under this section, the commissioner
280 shall reinstate the license.
281 Receivers appointed under this section shall
282 be subject to sections one hundred and seventy-
283 eight, one hundred and eighty and one hundred
284 and eighty A of said chapter one hundred and
285 seventy-five.
286 Section 10. The commissioner shall deter-
287 mine the liability of the subscribers of every
288 exchange upon their policies of insurance and
289 the amount the attorney-in-fact shall hold as
290 a reserve for reinsurance, by charging fifty per
291 cent of the deposit premiums written in the
292 policies or the actual unearned portions of
293 such premiums.
294 He shall also charge, besides the reserve
295 herein provided for, as a liability all unpaid
296 losses and claims for losses, and all other debts
297 and liabilities.
298 He shall charge as' a liability the guarantee
299 fund of a domestic exchange and the amount
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300 of net surplus of a foreign exchange required
301 by section seventy-four.
302 He shall allow as a credit only such assets as
303 are available for the payment of losses in this
304 commonwealth, including all assets deposited
305 with other states of the United States for the
306 security of the subscribers of such exchange.
307 Section 11. The commissioner shall issue,
308 upon payment of the fee prescribed by section
309 fourteen, when required for evidence in court,
310 certificates, under the seal of the division of
311 insurance, relative to the authority of any
312 attorney-in-fact, or any exchange, or of any
313 agent thereof appointed and licensed under
314 section sixty-seven, to transact business in the
315 commonwealth on any particular date or for
316 any specified period, which certificates shall be
317 admissible as evidence in lieu of the testimony
318 of the commissioner or his representative.
319 Section 12. The commissioner shall preserve
320 in a permanent form a record of his proceedings
321 under this chapter and shall, in his annual re-
322 port under section seventeen of said chapter
323 one hundred and seventy-five, insert the ex-
324 hibits and information concerning reciprocal or
325 inter-insurance exchanges required or author-
326 ized by said section relative to insurance
327 companies doing business under said chapter
328 one hundred and seventy-five.
329 Section 13. The service of process upon the
330 commissioner as attorney of the attorney-in-
331 fact, the exchange, the subscribers or any of
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332 them shall be made by leaving the process in
333 duplicate in the hands or office of the com-
334 missioner. One of said duplicates certified by
335 the commissioner as having been served upon
336 him shall be deemed sufficient evidence thereof,
337 and service on the commissioner shall be
338 deemed service upon the attorney-in-fact, the
339 exchange or the subscriber or subscribers.
340 When legal process is served upon the corn-
341 missioner, he shall, if the attorney-in-fact or
342 the exchange is named as defendant therein,
343 forthwith forward or cause to be forwarded
344 one of said duplicates, by mail, postage pre-
345 paid, to the attorney-in-fact, addressed to him
346 at the last address specified on his records, or,
347 if any subscriber is named as defendant therein,
348 he shall forward one of said duplicates, as afore-
349 said, to such subscriber, if his address is known
350 to the commissioner, and if unknown to him,
351 he shall forward said duplicate as aforesaid to
352 the attorney-in-fact, who shall forward it to
353 such subscriber. Failure of a subscriber or the
354 attorney-in-fact to receive said process shall
355 not affect or impair the validity of the service.
356 As a condition of valid and effectual service
357 and of the duty of the commissioner in the 

,, 358 premises, there shall be paid to him except as
359 provided in section fourteen, at the time of
360 service thereof the fee prescribed by said
361 section, which the plaintiff shall recover as
362 taxable costs if he prevails in his suit. The
363 commissioner shall keep a record of all legal
364 processes showing the day and hour of service.
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365 Section 14- The commissioner shall collect
366 and pay to the commonwealth charges and fees
367 under this chapter as follows: for each certifi-
368 cate under section eleven, two dollars, pro-
369 vided that said certificates shall be issued with-
370 out charge for the use of the commonwealth;
371 for each service of lawful process upon him
372 under section thirteen, two dollars; provided
373 that such fee shall not be required for the 

•374 service of process in criminal cases; for each
375 examination prior to granting a license as pro-
376 vided in section seventeen, fifty dollars, and
377 for each license under said section to a domestic
378 exchange, two dollars; for filing an application
379 and declaration under section eighteen, an
380 amount equal to one-twentieth of one per cent
381 of the guarantee fund, but not less than one
382 hundred dollars; for each license or renewal
383 thereof to a reciprocal insurance agent under
384 section sixty-seven, two dollars; for each license
385 to a voluntary association, partnership or cor-
386 poration under section sixty-eight, a fee of two
387 dollars from each trustee, partner, or officer to
388 be covered under the license; for filing of the
389 financial statement of a foreign exchange with
390 application for admission under section seventy-
391 four, and for each annual statement of a foreign
392 exchange under section fifty-five, twenty dol-
393 lars; for filing of application and declaration
394 of a foreign exchange under said section seventy-
395 four, thirty dollars; for each certificate of the
396 condition, examination or qualification of an
397 exchange, two dollars; for each copy of any
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398 paper filed with him under this chapter, twenty
399 cents a page, and for copies of tabulations
400 forty cents a page, and two dollars for certify-
401 ing the same; and all other charges and fees
402 due and payable to the commonwealth for any
403 official act or service of the commissioner under
404 this chapter.
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405 Domestic Exchanges.
406 Section 15. One hundred or more persons,
407 partnerships or business corporations having
408 specific authority so to do either by law or their
409 charters may associate themselves as a domestic
410 exchange in the manner provided in section
411 sixteen, to engage in the business of exchanging
412 among themselves and such other persons,
413 partnerships or corporations as may become
414 subscribers, contracts of reciprocal or inter-
415 insurance against loss or damage caused by any
416 of the hazards enumerated in the first, or first
417 and eighth, or eighth clauses of said section
418 forty-seven of chapter one hundred and seventy-
419 five.
420 Section 16. The proposed subscribers shall
421 each execute a written power of attorney or
422 subscribers’ agreement, in a form mutually
423 agreed upon and approved in writing by the
424 commissioner, and complying with the require-
425 ments of section fifty, and identical in respect
426 to each subscriber, nominating and constituting
427 a common attorney-in-fact, who shall be a resi-
428 dent of the commonwealth, or a partnership,
429 other than a limited partnership, composed of
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430 such residents, or a corporation organized under
431 chapter one hundred and fifty-six to act as
432 such attorney-in-fact.
433 The subscribers shall then at a meeting called
434 for the purpose by the attorney-in-fact, as here-
435 inafter provided, elect by ballot an advisory
436 committee of not less than five nor more than
437 fifteen members, to serve for a term of one year,
438 each of whom shall be a subscriber or a mem-
439 ber of a partnership or an officer of a corpora-
440 tion acting as a subscriber. Such advisory
441 comm ttee shall have all of the powers conferred
442 by section twenty-one and such additional
443 powers as may be granted by the power of at-
444 torney or subscribers’ agreement not contrary
445 to law.
446 Seven days’ notice in writing of such meeting
447 shall be given to each subscriber by the attorney- .
448 in-fact stating specifically the time, place and
449 purpose of the meeting. The subscribers may
450 vote by proxy but no subscriber shall cast more
451 than ten votes as a proxy. The attorney-in-
452 fact shall not act as a proxy, nor shall he solicit,
453 ask for or procure a proxy. The attorney-in-fact

'.r
454 shall preside at the meeting until a clerk is

-
455 chosen by ballot. The clerk shall make and
456 attest a record of the meeting which record
457 shall be kept by the advisory committee.
458 The advisory committee shall elect one of
459 their members as chairman and one as clerk -■
460 who shall have the powers conferred by
461 section twenty.
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462 The members of the advisory committee, or
463 a majority thereof, shall execute, acknowledge
464 and deliver to the attorney-in-fact a certificate
465 of authorization to apply to the commissioner
466 for a license and to comply with the require-
467 ments of sections seventeen, eighteen and
468 nineteen on behalf of the several subscribers.
469 Section 17. No attorney-in-fact of a do-
470 mestic exchange shall issue any policies of
471 insurance to, or exchange any such policies
472 among the subscribers until it is found by the
473 commissioner, his deputy or examiner upon
474 such examination as the commissioner may
475 make and such evidence as he may require,
476 that the attorney-in-fact, advisory committee
477 and subscribers have complied with the laws
478 of the commonwealth, that a proper system of
479 accounting has been adopted, that a competent
480 accountant has been employed, nor until the
481 attorney-in-fact has received from the corn-
482 missioner a license authorizing him to exchange
483 and issue such policies.
484 The license of every such exchange shall
485 expire annually on May thirty-first unless
486 sooner revoked or suspended as provided in
487 section eight, but may be renewed by the
488 commissioner on or before that date on written
489 application of the attorney-in-fact.
490 Such license shall specify the classes of
491 insurance to be transacted, shall be issued in
492 the name of the attorney-in-fact as such
493 attorney-in-fact for the several subscribers of
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494 the exchange, shall specify the name of the
495 exchange, the location of the office of the
496 attorney-in-fact and shall be deemed to au-
497 thorize and permit the several persons, part-
498 nerships or corporations who are subscribers
499 of such exchange at any time to exchange
500 reciprocal or inter-insurance contracts as pro-
501 vided in section fifteen.
502 Section 18. No license shall be issued under
503 the preceding section until the attorney-in-
504 fact has filed with the commissioner on forms
505 prescribed by him : —-
506 First, An application for a license to which
507 shall be appended the original certificate of
508 authorization of the advisory committee issued
509 under section sixteen.
510 Second, A declaration on oath signed by the
511 attorney-in-fact setting forth: — (a) the name
512 or designation under which the contracts of
513 reciprocal or inter-insurance are to be ex-
514 changed, which name shall be approved by
515 the commissioner, shall not be so similar to
516 the name of any other insurance carrier
517 transacting business in the commonwealth as,
518 in the opinion of the commissioner, to be
519 likely to deceive or confuse, and shall contain
520 the words, “ reciprocal” or “ inter-insurance”
521 or such other distinctive word as in the opinion
522 of the commissioner will not be likely to
523 deceive or confuse; (b) the exact location of
524 the principal office of the attorney-in-fact,
525 which shall be in the commonwealth; (c) the
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526 classes of insurance to be transacted, subject
527 to section fifteen; (d) an exact copy of the
528 form of power of attorney or subscribers’
529 agreement, which shall be subject to section
530 fifty, and of each policy of insurance to be
531 used or issued in the commonwealth; (e) the
532 names and addresses of all the subscribers;
533 (/) the full name and address of the attorney-
534 in-fact, and, if the attorney-in-fact is a
535 partnership, a duplicate original of the articles
536 of partnership, or if the attorney-in-fact is a
537 corporation, duly certified copies of its charter,
538 articles of organization and by-laws shall be
539 appended thereto; (g) and such other in-
540 formation as the commissioner may require.
541 Third, A power of attorney to the corn-
542 missioner as provided in section nineteen.
543 Fourth, A duplicate original of the bond re-
544 quired by section twenty-three, with the en-
545 dorsement of the advisory committee thereon.
546 Nor shall such license be issued until: —
547 Fifth, The commissioner is satisfied that
548 there has been established and fully paid in a
549 guarantee fund of an amount not less than
550 the amount of capital required by sections
551 forty-eight and fifty-one of said chapter one
552 hundred and seventy-five of domestic stock
553 insurance companies, as defined in section one
554 of said chapter, transacting the same classes
555 of insurance, and that said fund is in cash or
556 invested in the securities specified in section
557 sixty-three of said chapter one hundred and
558 seventy-five.
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559 Sixth, The commissioner is satisfied that
560 bona fide applications for insurance against
561 the hazards specified in the first or eighth, or
562 both, clauses of said section forty-seven of
563 chapter one hundred and seventy-five upon
564 at least one hundred separate risks in the corn-
565 monwealth aggregating not less than two and
566 one-half millions of dollars have been executed
567 by the subscribers and that the subscribers
568 have each agreed in writing to pay the deposit
569 premium for and accept the policy within thirty
570 days from the granting of a license by the
571 commissioner.
572 An attorney-in-fact who shall make a false
573 oath to the declaration required by this section
574 shall be guilty of perjury.
575 Section 19. The attorney-in-fact shall also
576 file with the commissioner a power of attorney
577 executed and acknowledged by the attorney-
578 in-fact constituting and appointing the com-
579 missioner or his successor in office the true and
580 lawful attorney of the attorney-in-fact, the
581 exchange and of each subscriber upon whom all
582 lawful process in am^ action or legal proceeding
583 against the attorney-in-fact, the exchange or
584 the subscribers, or any of them, may be served,
585 and therein shall agree that any lawful process
586 which may be served upon the commissioner
587 shall be of the same force and validity as if
588 served upon the attorney-in-fact or the several
589 subscribers, and that the authority thereof
590 shall continue in force irrevocable so long as
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591 any liability of the attorney-in-fact or of any
592 subscribers remains outstanding in the com-
593 monwealth, which power of attorney shall be
594 in a form prescribed by the commissioner.
595 Section 20. The members of the advisory
596 committee shall be elected annually by the sub-
597 scribers at a meeting of the subscribers held at
598 such time and place as the power of attorney or
599 subscribers’ agreement shall prescribe.
600 The committee shall annually elect a chair-
601 man and a clerk.
602 The chairman shall preside at all meetings of
603 the committee.
604 The clerk shall keep a record of the proceed-
605 ings of the committee in a manner approved by
606 them.
607 Section 21. The advisory committee of every
608 domestic exchange shall consist of not less than
609 five nor more than fifteen members, five of
610 whom shall constitute a quorum, and shall hold
611 office until their successors are chosen. Each
612 member shall be a subscriber and shall file a
613 written acceptance of the office with the clerk
614 before he is qualified to act. A majority of the 

- 615 advisory committee shall be residents of the
616 commonwealth.
617 The committee shall have such powers and 

? 618 duties as may be prescribed in the power of
619 attorney or subscribers’ agreement not contrary
620 to nor less than those conferred by this chapter.
621 They shall be responsible for the acts of the
622 attorney-in-fact, shall have full power to regu-
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623 late and control the attorney-in-fact and may
624 make regulations or by-laws, consistent with
625 law, for the conduct of the business of the ex-
626 change by the attorney-in-fact.
627 They shall have power to fill vacancies in
628 their membership for the unexpired term.
629 They may at any time remove the attorney-
630 in-fact and appoint a successor.
631 They shall supervise and approve all invest-
632 ments of the assets of the exchange which shall
633 be made in the name of the exchange, and shall
634 direct the depositing of the funds by the attor-
635 ney-in-fact.
636 Section 22. No attorney-in-fact and no mem-
637 ber of an advisory committee of a domestic
638 exchange shall accept, or be the beneficiary, di-
639 rectly or remotely, of any fee, brokerage, bonus,
640 commission, gift or other consideration for or
641 on account of any loan, deposit, purchase, sale,
642 or payment made by or in behalf of the ex-
643 change, or be pecuniarily interested in any such
644 purchase, sale or loan, either as borrower, prin-
645 cipal, co-principal, agent or beneficiary, except
646 that a subscriber shall be entitled to all the
647 benefits accruing under the terms of his policy
648 or subscribers’ agreement.
649 Section 23. Every attorney-in-fact of a do-
650 mestic exchange shall keep all books, records, ■
651 accounts, vouchers and other papers concern- •:
652 ing the business transactions of such an exchange
653 at the principal office of the attorney-in-fact
654 in this commonwealth specified in the license
655 issued under section seventeen. An attorney-
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656 in-fact who violates this section shall be pun-
657 ished by a fine of not less than one hundred
658 nor more than one thousand dollars or by im-
659 prisonment for not more than one year.
660 All of the assets of a domestic exchange,
661 unless the advisory committee shall otherwise
662 direct, shall be kept in the commonwealth.
663 The attorney-in-fact of every domestic ex-
664 change shall give a bond in such sum and with
665 such sureties as the advisory committee shall
666 require. Such bond shall be in a form satis-
667 factory to the commissioner, shall be at least
668 coterminous with the license issued under sec-
669 tion seventeen or any renewal thereof, shall be
670 payable to the exchange and shall be conditioned
671 upon the faithful performance of the duties
672 imposed upon the attorney-in-fact by law, the
673 advisory committee or the power of attorney.
674 The advisory ''■ommittee shall endorse their
675 approval on the bond. Such committee may
676 at any time require the filing of a new bond by
677 the attorney-in-fact subject to the provisions
678 of this paragraph. A duplicate original of any
679 new bond shall be forthwith filed with the
680 commissioner.
681 Section 2^. Upon the death, resignation or
682 removal of the attorney-in-fact of a domestic
683 exchange the advisory committee or a ma-
684 jority thereof at a meeting held forthwith for
685 the purpose shall appoint a successor, who shall
686 have all of the powers and duties and be under
687 the same liabilities and obligations as his prede-
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688 cessor in like manner as if he had been origi-
689 nally nominated, and it shall not be necessary
690 for the several subscribers to execute new
691 powers of attorney to such successor.
692 The advisory committee shall forthwith
693 cause written notice to be given to each sub-
694 scriber of the appointment of such successor,
695 and they, or a majority of them, shall immedi-
696 ately file with the commissioner a declaration,
697 in a form prescribed by him, executed and
698 sworn to by them, setting forth the facts, in-
699 eluding the full name and exact address of the
700 successor.
701 The commissioner shall, upon the filing of
702 said declaration, issue a new license in the
703 name of the successor as attorney-in-fact run-
704 ning for the unexpired term of the previous
705 license.
706 Section 25. The attorney-in-fact of a domes-
707 tic exchange shall have his principal office in
708 this commonwealth in the place specified in
709 the license issued under section seventeen and
710 he shall not change the location of said office,
711 nor the name of the exchange, unless such
712 change is approved by the advisory committee,
713 nor until ten days’ written notice of such
714 change of office has been filed with the com-
715 missioner, nor until the commissioner has ap-
716 proved such change of name. Written notice
717 of any such change shall be given by the attor-
718 ney-in-fact to each subscriber. An attorney-
719 in-fact violating this section shall be punished
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by a fine of not less than fifty nor more than 
five hundred dollars.

Section 26. No attorney-in-fact of a domes
tic exchange shall establish an agency or ap
point an agent or other person to solicit, nego
tiate, continue or renew policies of insurance 
on property or interests in a state, district or 
territory where such attorney-in-fact or ex
change has not been lawfully authorized to 
transact business, and no such attorney-in- 
fact shall pay or allow or offer to pay or allow 
compensation or anything of value to any such 
person for soliciting, negotiating, continuing or 
renewing such policies. Whoever violates this 
section shall be punished by a fine of not less 
than three hundred dollars.

Section 27. No attorney-in-fact of a domes
tic exchange shall make any disbursements of 
twenty-five dollars or more, except disburse
ments on account of return premiums on can
celled policies, unless the same be evidenced by 
a voucher signed by or on behalf of the person 
receiving the money and correctly describing 
the consideration for the payment; and if the 
same be for services and disbursements, setting 
forth the services rendered and an itemized 
statement of the disbursements made; and if 
it be in connection with any matter pending 
before any legislature or public body, or before 
any department or officer of any government, 
correctly describing in addition the nature of 
the matter and of the interest of such company
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752 therein; or if such a voucher cannot be ob-
753 tained, by an affidavit stating the reason for
754 not obtaining such voucher, and setting forth
755 the particulars above mentioned.
756 Section 28. No attorney-in-fact of a domes-
757 tic exchange shall receive as any part of his
758 compensation a commission upon the deposit
759 premiums; but his compensation shall be a
760 fixed salary and, if the advisory committee so
761 determines, a share of the net profits.
762 Section 29. When a domestic exchange be-
763 comes insolvent or is unable to pay in full its
764 liabilities as set forth in section ten, unpaid
765 losses under policies held by the several sub-
766 scribers shall in the distribution of its assets,
767 whether liquidation is effected by a receiver or
768 otherwise, be deemed and treated as preferred
769 over claims for unearned premiums on unex-
770 pired policies. Nothing in this section shall
771 impair the obligations now or hereafter im-
772 posed by law upon the attorney-in-fact to
773 make assessments to pay all legal obligations.
774 Section 30. The majority of the subscribers
775 of a domestic exchange who desire to close their
776 affairs, may at a meeting which shall be duly..
777 called for that purpose by the advisory commit-
778 tee upon written request of ten or more sub-
779 scribers, authorize the attorney-in-fact to file a.
780 petition for its dissolution in the supreme;
781 judicial court for the county of Suffolk, setting. îti
782 forth in substance the grounds of the applica- '. '■*' on
783 tion; and the court, after notice to the commis-
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784 sioner and other parties interested and a hear-
785 ing, may enter a decree dissolving it.
786 Section 31. If the authority of a domestic
787 exchange is terminated as provided in the pre-
788 ceding section, the supreme judicial court upon
789 application of a creditor, subscriber or the
790 commissioner, shall have jurisdiction in equity
791 to appoint one or more receivers to take charge
792 of its estate and effects and to collect the debts
793 and property due and belonging to it, with
794 power to prosecute and defend suits in the name
795 of the attorney-in-fact and the subscribers or
796 otherwise. The powers of such receivers and
797 the authority of the attorney-in-fact or the ex-
798 change may be continued as long as the court
799 finds necessary for said purposes.
800 Section 32. The guarantee fund required of
801 a domestic exchange under section eighteen may
802 be divided into shares of one hundred dollars
803 each. The shareholders thereof shall be en-
804 titled to a semi-annual dividend of hot more
805 than three and one half per cent on their respec-
806 five shares if the net profits after all expenses,
807 losses and liabilities then incurred, with the
808 reserves required by section ten, are provided
809 for, shall be sufficient to pay the same.
810 If the guarantee fund is impaired, to the ex-
811 tent of not more than one quarter on the basis
812 fixed by section ten, the attorney-in-fact shall
813 make it good by laying and collecting an assess-
814 ment on the several subscribers as provided in
815 section fifty-eight, and if said fund is not re-
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816 stored within three months, or, if said impair-
817 ment is more than one quarter on said basis,
818 the commissioner shall proceed against the
819 attorney-in-fact and the exchange as provided
820 in sections eight and nine.
821 The attorney-in-fact or the subscribers may,
822 in lieu of said assessment to restore said fund,
823 make deposits to restore it or to maintain it,
824 which deposits shall be made upon the condition
825 that no interest shall be paid or allowed thereon
826 and that they shall not be repaid to the de-
827 positor until such time as such repayment will
828 not reduce said fund below the amount required
829 by section eighteen, and such deposits shall
830 not be charged as liabilities in the annual or
831 other statement required by or filed under sec-
832 tion fifty-five. No attorney-in-fact shall accept
833 or receive, pay or allow, or offer or agree to
834 accept or receive, pay or allow, any valuable
835 consideration for the making of such deposit.
836 The attorney-in-fact shall forthwith give a
837 written notice of any such impairment to the
838 commissioner, shall make or exchange no fur-
839 ther contracts of insurance, if such impairment
840 exceeds one quarter on the basis fixed by said
841 section ten, nor after the expiration of said
842 period of three months, if said impairment does
843 not exceed one quarter as aforesaid, unless at
844 such expiration the said guarantee fund shall
845 have been restored, nor until the commissioner
846 has reinstated the license issued under section
847 seventeen. Nothing in this section shall affect
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848 the right of the commissioner to act under sec-
849 tions eight and nine.

850 Provisions Common to All Exchanges.
851 Section S3. Every attorney-in-fact shall con-
852 duct the business of the exchange in this corn-
853 monwealth in the name of the exchange stated
854 in the license issued under section seventeen,
855 and all policies shall be headed or entitled only
856 by such name.
857 Section 34- When any attorney-in-fact or
858 any member of the advisory committee pub-
859 lishes the assets of the exchange, they shall in
860 the same connection and with equal conspicu-
861 ousness publish the liabilities, both computed
862 on the basis allowed for the annual statement
863 required by section fifty-five. Such publica-
864 tions shall be held to include all policies, re-
865 newals, signs, circulars, cards or other means
866 by which public announcements are made.
867 Whoever violates the provisions of this section
868 shall be punished by a fine of not less than fifty
869 nor more than five hundred dollars.
870 Section 35. The attorney-in-fact shall have
871 and exercise such powers as may be conferred
872 by the common power of attorney or sub-
873 scribers’ agreement not inconsistent with the
874 provisions of this chapter. He shall administer
875 all the affairs and business of the exchange
876 subject to the regulation and control of the
877 advisory committee as provided in section
878 twenty-one.



30 S E N A T E  — N o .  380 . [Apr.

879 Section 36. Every attorney-in-fact shall
880 charge and collect from each subscriber upon
881 his policy a deposit premium in cash or notes ab-
882 solutely payable calculated to be adequate to
883 pay the incurred losses and expenses during the
884 term of the contract.
885 Section 37. Any attorney-in-fact, except as
886 herein provided, may, with the approval of
887 the advisory committee, reinsure with any
888 insurance company any part or all of any risks
889 assumed by the subscribers of his exchange, and
890 shall file with the annual statement to the com-
891 missioner required by section fifty-five, and at
892 such other times as he may require, schedules
893 of all reinsurance.
894 Such reinsurance shall not reduce the taxes,
895 to be paid by the ceding attorney-in-fact,
896 unless effected with an insurance company
897 authorized under said chapter one hundred
898 and seventy-five to issue policies in the corn-
899 monwealth covering risks of the same kinds as
900 those reinsured. Such reinsurance shall not
901 reduce the reserve or other liability to be
902 charged to the ceding exchange, unless (a) it
903 is effected with an insurance company author-
904 ized in the commonwealth as aforesaid, or (b)
905 with an insurance company similarly author-
906 ized in another state or territory of the United
907 States conforming to the same standard of
908 solvency and fulfilling the same statutory or
909 departmental regulations which would be re-
910 quired of such company if, at the time such
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911 reinsurance is effected, it were authorized as
912 aforesaid in the commonwealth; provided, that
913 any contract of reinsurance made by the
914 attorney-in-fact of any domestic exchange shall
915 also be subject to the written approval of the
916 commissioner, and that no attorney-in-fact or
917 advisory committee shall reinsure in or accept
918 reinsurance from or permit or approve reinsur-
919 ance in or the acceptance thereof from any
920 other exchange.
921 When reinsurance is so effected the ceding
922 exchange shall thereafter be charged on the
923 gross premium basis with an unearned premium
924 liability, said unearned premium representing
925 the proportion of the obligation retained by it,
926 and the insurance company with which the
927 reinsurance is effected shall be charged there-
928 after in like manner with the proportion of the
929 obligation assumed by it. Both the ceding
930 exchange and reinsuring company shall to-
931 gether carry the same unearned premium
932 liability which the ceding exchange would have
933 carried had it not reinsured the risk.
934 Reinsurance of risks shall not be held to be
935 within the provisions of law requiring the use
936 of standard forms of policies.
937 This section shall not permit a ceding ex-
938 change to receive through the cession of the
939 whole of any of its risks any advantage in re-
940 spect to its unearned premium reserve.
941 No attorney-in-fact and no member of an
942 advisory committee shall personally accept or
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943 receive or agree to accept or receive any valu-
944 able consideration for negotiating or effecting
945 any reinsurance.
946 An attorney-in-fact effecting or acting in the
947 negotiation of reinsurance, a member of an ad-
948 visory committee approving reinsurance, or ac-
949 cepting or receiving or agreeing to accept or
950 receive any valuable consideration, in violation
951 of this section, shall be punished by a fine of
952 five hundred dollars.
953 Section 38. No attorney-in-fact shall make
954 or exchange any contract of insurance binding
955 any subscriber for an amount in excess of the
956 amount specified in the power of attorney or
957 subscribers’ agreement. Whoever violates this
958 section shall be punished by a fine of not less
959 than two hundred nor more than five hundred
960 dollars, or by imprisonment for not less than six
961 months nor more than one year, or both.
962 Section 39. Every attorney-in-fact shall
963 keep an accurate list of all active subscribers
964 as of twelve o’clock noon each day, standard
965 time, of the place where he has his principal
966 office. '•
967 Every attorney-in-fact shall within ten days
968 after written request by a subscriber, who has
969 presented a claim under his policy which has
970 not been paid when due thereunder cause a
971 true and complete list of all the subscribers
972 with the residence or place of business of each q
973 subscriber to be furnished to the subscriber,
974 and shall upon like request by the commis-
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975 sioner furnish him as aforesaid with such a list;
976 but a list filed with the commissioner shall not
977 be a public record.
978 Such list shall be signed and sworn to by the
979 attorney-in-fact and shall give the subscribers
980 as of twelve o’clock noon, standard time, as of
981 the date the loss occurred, in case of a request
982 by a subscriber and as of any date specified by
983 the commissioner in case of a request by him.
984 An attorney-in-fact who neglects or refuses
985 to comply with this section shall forfeit not more
986 than one thousand dollars and compliance with
987 this section may, in case of a request by a sub-
988 scriber be enforced by the subscriber in the
989 manner specified in section forty.
990 An attorney-in-fact who knowingly and wil-
991 fully and with intent to deceive or defraud
992 furnishes a false list under this section shall be
993 punished by a fine of not less than two hundred
994 nor more than two thousand dollars and by
995 imprisonment for not less than six months nor
996 more than two and one half years.
997 Section 40. Any subscriber of a domestic ex-
998 change may at any reasonable time inspect all
999 of the books, records, papers and accounts of the

1000 attorney-in-fact or advisory committee, and
1001 any subscriber of a foreign exchange may, as
1002 aforesaid, inspect such books, records, papers
1003 and accounts as may be kept in this common-
1004 wealth by the agents or resident representatives
1005 of the attorney-in-fact. An attorney-in-fact,
1006 any member of the advisory committee, or any
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1007 such agent or resident representative having
1008 charge of such books, records, papers and ac-
1009 counts who neglects or refuses to submit them
1010 to examination as aforesaid, shall be personally
1011 liable to any subscriber for all actual damages
1012 sustained by such neglect or refusal, and the
1013 supreme judicial or superior court shall have
1014 jurisdiction in equity, upon petition of a sub-
1015 scriber, to order any or all of said books, records,
1016 papers and accounts to be exhibited to him and
1017 to such other subscribers as may become parties
1018 to said petition, at such a place and time as
1019 may be designated in the order.
1020 Section 1+1. An attorney-in-fact who know-
1021 ingly issues a policy of insurance to any person
1022 as subscriber whom he actually knows to be
1023 insolvent, or against whom he actually knows
1024 voluntary or involuntary proceedings in bank-
1025 ruptcy or insolvency are pending, or whom he
1026 actually knows to be a minor or to be under
1027 guardianship or other legal disability, or whose
1028 estate or affairs he actually knows to be in the
1029 hands of a receiver, or to any person who is not
1030 a subscriber, shall be personally liable on any
1031 such policy and shall be punished by a fine of
1032 not less than two hundred nor more than one
1033 thousand dollars or by imprisonment for not
1034 more than one year.
1035 An attorney-in-fact or a member of an ad-
1036 visory committee making or permitting any
1037 investment of the funds of the exchange or
1038 subscribers contraiy to law or the provisions of
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1039 the power of attorney, shall be personally liable
1040 to any subscriber for any loss caused thereby.
1041 An attorney-in-fact issuing or exchanging
1042 contracts of insurance, or a member of an
1043 advisory committee permitting such issue or
1044 exchange, knowing that the accrued losses of
1045 the exchange equal its net assets or in violation
1046 of sections thirty-two, thirty-eight, forty-four,
1047 fifty-four or seventy-six shall be personally
1048 liable on such contracts.
1049 Section 1+2. No attorney-in-fact shall make,
1050 issue or deliver any policy of insurance in the
1051 commonwealth to any subscriber therein, or
1052 use, accept or employ any power of attorney or
1053 subscribers’ agreement, containing any con-
1054 dition, stipulation or agreement depriving the
1055 courts of the commonwealth of jurisdiction of
1056 actions against the attorney-in-fact, the ex-
1057 change or any of the subscribers; limiting the
1058 time for commencing actions against the at-
1059 torney-in-fact, the exchange or any of the
1060 subscribers to a period of less than two years
1061 from the time when the cause of action accrues;
1062 abridging or restricting the right of a sub-
1063 scriber to bring an action or suit against any
1064 other subscriber to enforce any liability of such
1065 other subscriber on his policy; making any
1066 person appointed and licensed as a reciprocal
1067 insurance agent the agent of any particular
1068 subscriber for any purpose; providing that no
1069 person shall be deemed an agent of the attorney-
1070 in-fact or the exchange unless authorized by
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1071 the attorney-in-fact or the exchange in writing
1072 or providing that any policy of insurance issued
1073 to, or any power of attorney or subscribers’
1074 agreement executed by a subscriber in the com-
1075 monwealth shall be governed by the laws of a
1076 jurisdiction other than this commonwealth.
1077 Any such condition, stipulation or agreement
1078 shall be void. Whoever violates this section
1079 shall be punished by a fine of not less than fifty
1080 dollars nor more than two hundred dollars.
1081 Section 43. No attorney-in-fact and no agent
1082 or employee of an attorney-in-fact shall make,
1083 issue, circulate or use, or cause or permit to be
1084 made, issued, circulated or used, any written or
1085 oral statement misrepresenting the terms of
1086 any policy of insurance issued or to be issued
1087 by him, or power of attorney, or subscribers’
1088 agreement, or the benefits or privileges prom-
1089 ised thereunder, nor any such statement mis-
1090 representing the terms, privileges or benefits of
1091 any policy of insurance or power of attorney or
1092 subscribers’ agreement to any person insured
1093 under such policy in any insurance company or
1094 exchange, or executing such power of attorney
1095 or subscribers’ agreement in any exchange, in
1096 order to induce, or which would tend to induce
1097 any such person to lapse, forfeit, surrender or
1098 cancel such policy of insurance, power of
1099 attorney or subscribers’ agreement. Violation
1100 of this section shall be punished by a fine of
1101 not more than one hundred dollars.
1102 Section 44. No attorney-in-fact shall issue
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1103 any policy insuring a single subscriber, wher-
1104 ever located, for an amount larger than one
1105 tenth of the net assets of the exchange unless
1106 the excess over said limit has been reinsured
1107 to take effect simultaneously with the original
1108 contract of insurance. An attorney-in-fact who
1109 violates this section shall be punished by a fine
1110 of five hundred dollars. “ Net assets” shall
1111 mean the funds of an exchange available for
1112 the payment of obligations to subscribers in
1113 the commonwealth including the contingent
1114 assets, after deducting from such funds all un-
1115 paid losses and claims, and claims for losses and
1116 all other debts and liabilities inclusive of the
1117 reserves required by section ten and exclusive
1118 of the guarantee fund of a domestic exchange or
1119 the net surplus of a foreign exchange.
1120 Section 1+5. The funds held by an attorney-
1121 in-fact or the advisory committee shall be
1122 deemed trust funds for the benefit of the sub-
1123 scribers. An attorney-in-fact or other person,
1124 who steals, embezzles or fraudulently converts
1125 any of said funds, shall be guilty of larceny and
1126 shall be punished by imprisonment in the state
1127 prison for not more than ten years or by im-
1128 prisonment in jail for not more than two years
1129 or by a fine of not less than three hundred nor
1130 more than two thousand dollars, or both.
1131 Section 46. No member of an advisory corn-
1132 mittee, no subscriber and no attorney-in-fact,
1133 no agent or employee of an attorney-in-fact,
1134 no reciprocal insurance agent and no person
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1135 licensed as an insurance broker under section
1136 one hundred and sixty-six of said chapter one
1137 hundred and seventy-five shall pay or allow or
1138 offer to pay or allow, in connection with placing
1139 or negotiating any policy of insurance or the
1140 continuance or renewal thereof, any valuable
1141 consideration or inducement not specified in the
1142 policy or subscribers’ agreement or any rebate
1143 of premium payable on the policy or under the
1144 subscribers’ agreement, or any special favor or
1145 advantage in the dividends or other benefits to
1146 accrue thereon; or shall give, sell or purchase,
1147 or offer to give, sell or purchase, anything of
1148 value whatsoever not specified in the policy or
1149 subscribers’ agreement. No such attorney-in-
1150 fact, agent, employee, reciprocal insurance agent
1151 or licensed broker shall at any time pay or allow,
1152 or offer to pay or allow, any rebate of any
1153 premium paid or payable or any such policy
1154 of insurance or under the subscribers’ agree-
1155 ment.
1156 Section 47- No person shall receive or accept
1157 from any exchange, member of an advisory com-
1158 mittee, subscriber, any attorney-in-fact, an agent
1159 or employee of an attorney-in-fact, a reciprocal
1160 insurance agent or licensed broker any such
1161 rebate or premium payable on the policy, or
1162 any special favor or advantage in the dividends
1163 or other benefits to accrue thereon, or any
1164 valuable consideration or inducement not speci-
1165 fied in the policy of insurance or subscribers’
1166 agreement. No person shall be excused from
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1167 testifying, or from producing any books, papers,
1168 contracts, agreements or documents at the trial
1169 of any other person charged with violating any
1170 provision of this and the preceding section, on
1171 the ground that such testimony or evidence
1172 may tend to incriminate himself, but no person
1173 shall be prosecuted for any act, concerning
1174 which he shall be compelled so to testify or
1175 produce evidence, documentary or otherwise,
1176 except for perjury committed in so testify-
1177 ing.
1178 Section 48. The two preceding sections shall
1179 not prohibit any attorney-in-fact from paying
1180 a commission to any person, other than a
1181 subscriber, who is duly licensed as a reciprocal
1182 insurance agent or as an insurance broker
1183 under said chapter one hundred and seventy-
1184 five and who holds himself out and carries on
1185 business in good faith as such, nor shall said
1186 sections apply to (1) a distribution without
1187 special favor or advantage, to subscribers of
1188 savings, earnings or surplus without specifica-
1189 tion thereof in the policy, or (2) the furnishing
1190 to subscribers of information or advice by any
1191 attorney-in-fact with regard to any risk for the
1192 purpose of reducing the liability of loss, or (3)
1193 payment to a subscriber of a return deposit
1194 premium upon the cancellation or expiration of
1195 his contract.
1196 Section 49. No attorney-in-fact shall use,
1197 employ or issue any form of power of attorney
1198 or subscribers’ agreement or policy of fire insur-
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1199 ance other than the form filed with and ap-
1200 proved by the commissioner under sections
1201 fifty and sixty-three. Whoever violates this
1202 section shall be punished by a fine of not less
1203 than fifty nor more than five hundred dol-
1204 lars.
1205 Section 50. No attorney-in-fact shall accept,
1206 use or employ any form of power of attorney or
1207 subscribers’ agreement unless the commissioner
1208 is of the opinion that the rights of the sub-
1209 scribers are protected thereunder, nor unless
1210 it is approved by the commissioner in writing,
1211 nor unless it contains in substance the follow-
1212 ing: —
1213 1. A provision that the subscriber constitutes
1214 and appoints the commissioner or his successor
1215 in office as his true and lawful attorney upon
1216 whom all lawful processes in any action or legal
1217 proceeding against the subscriber may be
1218 served, and that each subscriber has author-
1219 ized the attorney-in-fact to constitute and ap-
1220 point the said commissioner as the true and
1221 lawful attorney of the subscriber, and ratifies
1222 and confirms any appointment of said commis-
1223 sioner as such attorney made by the attorney-
1224 in-fact prior to the execution of the power of
1225 attorney or subscribers’ agreement to the at-
1226 torney-in-fact by the subscriber, and that a
1227 subscriber who executes any power of attorney
1228 or subscribers’ agreement in favor of the attor-
1229 ney-in-fact or who accepts a policy of insurance
1230 issued by such .attorney-in-fact shall by such
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1231 execution or acceptance be deemed to have
1232 constituted and appointed the commissioner as
1233 such true and lawful attorney and to have rati-
1234 fied and confirmed any power of attorney given
1235 to the commissioner by the said attorney-in-
1236 fact under sections nineteen or seventy-four,
1237 and shall be estopped to dispute the validity of
1238 the service on the commissioner of any lawful
1239 process against him.
1240 2. A provision specifically fixing the corn-
1241 pensation of the attorney-in-fact, subject to
1242 section twenty-eight in the case of a domestic
1243 exchange, and his powers and duties.
1244 3. A provision setting forth in substance all
1245 of the provisions of sections twenty and twenty-
1246 one relative to the advisory committee.
1247 4. A provision specifying the amount of in-
1248 surance for which the attorney-in-fact may bind
1249 each subscriber.
1250 5. A provision setting forth the conditions
1251 relative to the premium deposits of the sub-
1252 scribers and the methods of accounting for and
1253 handling the same.
1254 6. A provision setting forth the requirements
1255 of section fifty-seven.
1256 The power-of-attorney or subscribers’ agree-
1257 ment may contain any other provisions not
1258 inconsistent with law.
1259 A true copy of the power of attorney or sub-
1260 scribers’ agreement executed by the subscriber
1261 shall be attached by the attorney-in-fact to each
1262 policy of insurance when issued.
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1263 Section 51. A subscriber who executes any
1264 power of attorney or subscribers’ agreement in
1265 favor of any attorney-in-fact, or who accepts
1266 a policy of insurance issued by such attorney-
1267 in-fact, shall by such execution or acceptance
1268 be deemed to have constituted and appointed
1269 the commissioner as his true and lawful attorney
1270 for the service of process upon such subscriber
1271 and to have ratified and confirmed any power of
1272 attorney given to the commissioner by the said
1273 attorney-in-fact under section nineteen or
1274 seventy-four and shall be estopped to dispute the
1275 validity of the service on the commissioner of
1276 any lawful process against him.
1277 Section 52. No attorney-in-fact shall trans-
1278 act any class of business not specified in the
1279 license issued under section seventeen, or not
1280 permitted by this chapter. Whoever violates
1281 this section shall be punished by a fine of not
1282 less than one hundred nor more than five hun-
1283 dred dollars.
1284 Section 53. The attorney-in-fact of every
1285 exchange transacting fire insurance shall be
1286 subject to the provisions of chapter sixty-one
1287 of the acts of the year eighteen hundred and
1288 seventy-four, and chapter two hundred and
1289 thirty-four of the acts of the year eighteen
1290 hundred and seventy-five, and acts in addi-
1291 tion thereto or amendment thereof.
1292 Section 51+. No attorney-in-fact whether or
1293 not the guarantee fund, if a domestic exchange,
1294 or the net surplus, if a foreign exchange, is
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1295 impaired, shall make or exchange any further
1296 contracts of insurance if at any time from any
1297 cause the total number of subscribers is less than
1298 one hundred or if the amount of insurance in
1299 force is less than two and one-half millions of
1300 dollars, until the number of subscribers or the
1301 amount of insurance is restored to the minimum
1302 number or amount required by section eighteen
1303 or seventy-four.
1304 Such new applications shall, in the case of a
1305 domestic exchange, be subject to the provisions
1306 of section eighteen, relative to applications for
1307 insurance in the case of a new exchange.
1308 The attorney-in-fact shall forthwith give
1309 written notice to the commissioner and to each
1310 subscriber of a suspension under this section
1311 and shall thereafter make or exchange no con-
1312 tracts of insurance until he has complied with
1313 the requirements of this section, and the corn-
1314 missioner has reinstated the license issued
1315 under section seventeen.
1316 Nothing in this section shall prevent the corn-
1317 missioner from proceeding against such attor-
1318 ney-in-fact or exchange under sections eight and
1319 nine.
1320 Annual Statements.
1321 Section 55. Every attorney-in-fact shall an-
1322 nually on or before March first file with the
1323 commissioner a statement showing the financial
1324 condition of the exchange on December thirty-
1325 first of the previous year. Such statement shall
1326 be in the form prescribed by the commissioner,
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1327 who shall annually in December or January
1328 furnish each attorney-in-fact two or more
1329 blanks in form adapted for said statement. He
1330 shall embody therein, so far as appropriate, the
1331 substance of forms B and C specified in section
1332 twenty-five of said chapter one hundred and
1333 seventy-five, with such additional interroga-
1334 tories as he may deem expedient to elicit as
1335 complete and accurate exhibit of the condition
1336 and transactions of the exchange and the at-
1337 torney-in-fact.
1338 There shall be filed with said statement a
1339 certificate in a form satisfactory to the com-
1340 missioner, executed and sworn to, as hereinafter
1341 provided, that the attorney-in-fact has not
1342 issued any policy to any subscriber in violation
1343 of section thirty-eight or forty-four.
1344 Such statement and certificate shall be sub-
1345 scribed and sworn to by the attorney-in-fact,
1346 or if the attorney-in-fact is a corporation, by
1347 the president and clerk or treasurer or two other
1348 duly authorized officers of such corporation and
1349 by a majority of the advisory committee.
1350 Every attorney-in-fact shall within twenty
1351 days after a written demand by the commis-
1352 sioner, file with him such additional statements
1353 in such form as he may require, subscribed and
1354 sworn to as above provided.
1355 The assets and liabilities shall be computed ;
1356 and allowed by the commissioner in any state-
1357 ment filed under this section in accordance with
1358 the rules set forth in section ten.
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1359 An attorney-in-fact who neglects to make and
1360 file such annual or other statement in the form
1361 and within the time prescribed by this section
1362 shall forfeit one hundred dollars for each day
1363 during which such neglect continues, and the
1364 commissioner may by written notice to that
1365 effect, suspend the authority of the attorney-
1366 in-fact during such default without proceeding
1367 under section eight or nine. An attorney-in-
1368 fact who, after receiving such written notice,
1369 makes, issues or delivers any policy of insur-
1370 ance shall be punished by a fine of one hundred
1371 dollars in respect to each policy.
1372 An attorney-in-fact or member of the ad-
1373 visory committee who knowingly and wilfully
1374 makes or files a false statement or certificate
1375 under this section shall be punished by a fine
1376 of not more than one thousand dollars or by
1377 imprisonment for not more than one year, or
1378 both.
1379 Section 56. Every attorney-in-fact shall file
1380 with such annual statement a schedule of all
1381 unpaid, resisted, compromised or litigated
1382 claims under policies issued to subscribers in
1383 the commonwealth during the year of or out-
1384 standing on the date of the statement. The
1385 schedule shall be in a form prescribed by the
1386 commissioner.
1387 If, upon examination of said schedule, or
1388 upon complaint, the commissioner is of the
1389 opinion, after a full hearing and investigation,
1390 that an attorney-in-fact or the advisory com-
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1391 mittee is unreasonably and unfairly delaying
1392 the settlement of claims or is unduly engaging
1393 in litigation, he shall make a written report to
1394 the general court at its next session.

1395 Assessments.
1396 Section 57. No attorney-in-fact shall make
1397 any contract of insurance with any subscriber
1398 unless the subscriber shall have agreed in said
1399 contract that if, at any time, from any cause,
1400 the assets above unearned premiums in the
1401 hands of the attorney-in-fact are not sufficient
1402 for the payment of incurred losses and expenses,
1403 he will, upon notice and demand, as provided
1404 in section fifty-eight pay to the attorney-in-fact
1405 an amount at least equal to and in addition to
1406 the deposit premium called for by his contract.
1407 Every subscriber shall be liable to pay his pro-
1408 portional part of any assessments laid by the
1409 attorney-in-fact in accordance with law and his
1410 contract, which liability to pajr shall continue
1411 as long as there are any claims for losses or loss
1412 expenses to be paid on contracts of insurance
1413 issued while he was a subscriber.
1414 The total amount of the liability of the sub-
1415 scriber shall be plainly and legibly stated upon
1416 the filing back of each policy, and whenever any
1417 reduction is made in said liability, such reduc-
1418 tion shall apply proportionately to all policies
1419 in force.
1420 Section 58. If, at any time, for any cause,
1421 any exchange is not possessed of assets, ex-



1925.] S E N A T E  — X o .  380 . 47

1422 elusive of the guarantee fund, above its un-
1423 earned premiums sufficient for the payment of
1424 incurred losses and expenses, the attorney-in-
1425 fact shall make an assessment upon each of the
1426 subscribers liable to assessment therefor in
1427 proportion to their several liabilities for the
1428 amount needed to pay such losses and expenses.
1429 The attorney-in-fact shall cause to be re-
1430 corded in a book kept therefor a declaration
1431 subscribed and sworn to by him, setting forth
1432 the amount of the cash assets in his hands, the
1433 contingent funds liable to the assessment, the
1434 amount called for by the assessment and the
1435 particular losses or other liabilities for which
1436 it is to provide. Any subscriber liable to the
1437 assessment may inspect the said declaration
1438 and take a copy of the same.
1439 The attorney-in-fact shall forthwith cause
1440 written notice and demand for payment to be
1441 made upon each subscriber by mail or personal
1442 service and shall forthwith file with the corn-
1443 missioner a sworn copy of said declaration.
1444 Section 59. If the attorney-in-fact by au-
1445 thority of law makes an assessment or call on
1446 the subscribers for money the subscribers or
1447 any of them may apply to the supreme judicial
1448 court for the county of Suffolk by a petition
1449 in equity, praying the court to examine such
1450 assessment or call, the necessity therefor, and
1451 all matters connected therewith, and to confirm,
1452 amend or annul the assessment or call, or to
1453 order the same to be made as law and justice
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1454 may require; but if an application is made by
1455 any party except a receiver, or the commis-
1456 sioner, the court may decline to exercise juris-
1457 diction thereof. If the attomey-in-fact un-
1458 reasonably neglects to make an assessment or
1459 call to satisfy an admitted or ascertained claim
1460 upon the subscribers, any judgment creditor
1461 or any person holding such claim., or the com-
1462 missioner, may make the application to the
1463 court. Upon such application, the attorney-
1464 in-fact shall set forth the claims against the
1465 subscribers, the assets in his hands, and all
1466 other facts and particulars appertaining thereto.
1467 The court shall order notice by publication
1468 or otherwise to all parties interested, and upon
1469 the return thereof shall examine the assessment
1470 or call, or the necessity therefor, and all matters
1471 connected therewith. Any parties interested
1472 may appear and be heard thereon. All ques-
1473 tions arising shall be heard and determined as
1474 in other equity cases.
1475 The application shall be referred to an audi-
1476 tor, who shall appoint a time and place to hear
1477 all parties interested, and shall give personal
1478 written notice thereof to the commissioner, and
1479 by mail, so far as he is able, to all persons liable
1480 upon said assessment or call. The auditor shall
1481 hear the parties, and report upon the correct-

<'!1

1482 ness of the assessment or call, and all matters
1483 connected therewith. The court may confirm,
1484 amend or annul the assessment or call, or order
1485 one to be made, and may make such orders and
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1486 decrees as under all the circumstances justice
1487 and equity require. If the assessment or call
1488 is altered or amended, or one is ordered to be
1489 made, the attorney-in-fact shall forthwith pro-
1490 ceed to collect the same in accordance with the
1491 decree.
1492 When an assessment or call has been so
1493 confirmed, ascertained or established, a decree
1494 shall be entered which shall be final and con-
1495 elusive upon the attorney-in-fact and all sub-
1496 scribers liable to the assessment or call as to
1497 its necessity, the authority of the attorney-in-
1498 fact to make or collect it, the amount thereof,
1499 and all formalities connected therewith. An
1500 assessment or call altered or amended by a
1501 decree of the court shall be binding upon all
1502 parties who would have been liable under it as
1503 originally made, and in all legal proceedings
1504 shall be held to be such original assessment or
1505 call. All such proceedings shall be at the cost
1506 of the attorney-in-fact on behalf of the sub-
1507 scribers unless the court for cause otherwise
1508 orders, and in all cases the court may control
1509 the disposition of the funds collected under
1510 such proceedings.
loll If the court finds that the net proceeds of
1512 any assessment or call will be insufficient to
1513 furnish substantial relief to those having claims
1514 against the attorney-in-fact or the exchange,
1515 it may decree that no assessment shall be
1516 collected; and if, upon the application of the
1517 commissioner or a subscriber, the court is of
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1518 opinion that further attempts to collect an
1519 assessment then partially collected will not
1520 benefit those having claims against the at-
1521 torney-in-fact or the exchange, it may stay the
1522 further collection of said assessment.
1523 Section 60. If the attorney-in-fact of any
1524 exchange neglects or omits for six months to lay
1525 and collect with all practicable diligence any
1526 assessment he is required to make by section
1527 fifty-eight he shall be personally liable for all
1528 debts and claims then outstanding against the
1529 exchange, or its subscribers, or that may accrue
1530 until such assessment is laid and put in process
1531 of collection. If the attorney-in-fact is held
1532 liable under this section to pay an execution
1533 against him, the judgment creditor may recover
1534 the same by a suit in equity or by an action at
1535 law against him. An attorney-in-fact who pays
1536 an execution for which he is personally liable
1537 under this section, may sue in equity for
1538 contribution any of the subscribers for their
1539 proportion to the extent of their several
1540 liability to assessment therefor.
1541 Section 61. An attorney-in-fact or any mem-
1542 ber of the advisory committee who officially or
1543 privately gives a subscriber a guaranty against
1544 an assessment for which he is liable, shall forfeit
1545 not more than one hundred dollars.

1546 Reciprocal Fire Insurance.
1547 Section 62. No attorney-in-fact shall know-
1548 ingly issue, negotiate, continue or renew, or
1549 cause or permit to be issued, negotiated, con-
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1550 tinued or renewed, any fire insurance policy
1551 upon the property or interests of any subscriber
1552 in the commonwealth of an amount which, with
1553 any existing insurance thereon, exceeds the fair
1554 value of the property or interests.
1555 Section 63. No attorney-in-fact shall issue
1556 policies of fire insurance on property or inter-
1557 ests in this commonwealth other than those of
1558 the standard form set forth in section ninety-
1559 nine of said chapter one hundred and seventy-
1560 five, nor for a longer term than seven years;
1561 provided, however, that the provisions of said
1562 standard form may be modified with the written
1563 approval of the commissioner in so far as may
1564 be necessary to adapt said form to the exchange
1565 of reciprocal or inter-insurance contracts.
1566 Section 64. Any subscriber aggrieved by any
1567 rating or premium fixed by an attorney-in-fact,
1568 advisory committee or exchange for fire insur-
1569 ance may file a written complaint with the corn-
1570 missioner who shall notify the board of appeal on
1571 fire insurance rates, which shall proceed on said
1572 complaint and have the powers in relation
1573 thereto as provided in section one hundred and
1574 four of said chapter one hundred and seventy- 

: 1575 five.
1576 Section 65. The provisions of sections ninety-
1577 six, ninety-seven, one hundred, one hundred
1578 and one and one hundred and two of said chap-
1579 ter one hundred and seventy-five shall apply to 

- 1<®0 all claims under policies of fire insurance, and
1581 the attorney-in-fact shall be under the same
1582 liabilities or obligations and have the same
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1583 duties and be subject to the same penalties as
1584 are imposed by said sections upon an insurance
1585 company transacting fire insurance under said
1586 chapter one hundred and seventy-five.

1587 Reciprocal Agents. — Brokers.
1588 Section 66. Whoever, for compensation, not
1589 being duly licensed as an insurance broker
1590 under section one hundred and sixty-six of said
1591 chapter one hundred and seventy-five or as an
1592 attorney-in-fact, solicits insurance on behalf
1593 of any exchange or any attorney-in-fact thereof,
1594 or transmits for a person other than himself an
1595 application for or a policy of insurance in such
1596 exchange, or a power of attorney to or from such
1597 attorney-in-fact, or offers or assumes to act or
1598 aid in any manner in the negotiation of any
1599 policy of insurance, or in the negotiation of its
1600 continuance or renewal, in any exchange, shall
1601 be a reciprocal insurance agent.
1602 Section 67. Upon written notice by an at-
1603 torney-in-fact of an exchange authorized to
1604 transact business in the commonwealth of his
1605 appointment of a person, other than a sub-
1606 scriber, to act as agent of the exchange herein,
1607 the commissioner, upon payment of the fee
1608 prescribed by section fourteen, shall, if he is
1609 satisfied that the appointee is a suitable person
1610 of full age and trustworthy and competent,
1611 issue to him a license which shall state in sub-
1612 stance that the exchange or the attorney-in-fact
1613 is authorized to do business in the common-
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1614 wealth, and that the person named therein
1615 is the constituted agent of the exchange or
1616 attorney-in-fact in the commonwealth for the
1617 transaction of such business as he or it is au-
1618 thorized to transact therein. Such notice shall
1619 be upon a form furnished by the commissioner,
1620 and shall be accompanied by a statement exe-
1621 cuted on oath by the appointee which shall give
1622 his name, age, residence, present occupation,
1623 his occupation for the five years next preceding
1624 the date of the notice, and such other informa-
1625 tion as the commissioner may require upon a
1626 form furnished by him. The commissioner
1627 may, at any time, for cause shown and after a
1628 hearing, revoke the license or suspend it for a
1629 period not exceeding the unexpired term thereof,
1630 and may, for cause shown and after a hearing,
1631 revoke the license while so suspended, and shall
1632 notify both the attorney-in-fact and the agent
1633 in writing of such revocation or suspension. A
1634 license issued hereunder shall expire on the
1635 thirty-first day of May next after its issue,
1636 unless sooner revoked or suspended as aforesaid,
1637 or unless the attorney-in-fact, by a written
1638 notice filed with the commissioner, cancels the
1639 authority of the agent. Such license may, in
1640 the discretion of the commissioner, upon pay-
1641 ment of said fee, be renewed for any succeeding
1642 year by a renewal certificate, without requiring
1643 anew the detailed information hereinbefore
1644 specified. Every exchange and attorney-in-
1645 fact shall be bound by the acts of the person
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1646 named in the license within the scope of his
1647 apparent authority as its or his acknowledged
1648 agent while such license remains in force.
1649 Whoever not being duly licensed as an insur-
1650 ance broker under section one hundred and
1651 sixty-six of said chapter one hundred and sev-
1652 enty-five, acts as a reciprocal insurance agent
1653 as defined in this section, without such license
1654 or during a suspension of his license, shall be
1655 punished by a fine of not less than twenty nor
1656 more than five hundred dollars.
1657 The commissioner shall have the powers con-
1658 ferred by section eight A of said chapter one
1659 hundred and seventy-five in relation to hearings
1660 under this section.
1661 Section 68. The license described in the pre-
1662 ceding section may be issued to a voluntary
1663 association, partnership or corporation, subject
1664 to all of the provisions and penalties set forth
1665 in sections one hundred and seventy-two A,
1666 one hundred and seventy-three and one hun-
1667 dred and seventy-four of said chapter one hun-
1668 dred and seventy-five.
1669 Section 69. The provisions of sections one
1670 hundred and seventy-four A and one hundred
1671 and seventy-four B of said chapter one hundred
1672 and seventy-five shall apply to licenses issued
1673 under section sixty-seven or the preceding
1674 section.
1675 Section 70. A reciprocal insurance agent or
1676 a person duly licensed as an insurance broker
1677 under section one hundred and sixty-six of said
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1678 chapter one hundred and seventy-five, who
1679 negotiates a policy of insurance with any
1680 attorney-in-fact or exchange for a person other
1681 than himself and who receives a premium there-
1682 on shall be deemed to be the agent of the attor-
1683 ney-in-fact or the subscribers, and payment of
1684 such a premium to such an agent or broker
1685 shall be payment to the attorney-in-fact and
1686 the exchange, whatever may be the conditions
1687 or stipulations of the power of attorney or sub-
1688 scribers’ agreement or policy.
1689 Section 71. A reciprocal insurance agent or
1690 a person licensed as an insurance broker under
1691 section one hundred and sixty-six of said chap-
1692 ter one hundred and seventy-five who acts in
1693 negotiating or renewing or continuing a pol-
1694 icy of insurance issued by an attorney-in-fact
1695 lawfully doing business in the commonwealth,
1696 and who receives any money or substitute for
1697 money as a premium for such a contract from
1698 the subscriber, shall be deemed to hold such pre-
1699 mium in trust for the attorney-in-fact issuing
1700 the policy. If he fails to pay the same over to
1701 the attorney-in-fact after written demand made
1702 upon him therefor, less his commission and
1703 any deductions to which, by the written con-
1704 sent of the attorney-in-fact, he may be entitled,
1705 such failure shall be prima facie evidence that he
1706 has used or applied the said premium for a pur-
1707 pose other than paying the same over to the
1708 attorney-in-fact, and upon conviction thereof
1709 he shall be guilty of larceny.
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1710 Section 72. No attorney-in-fact, agent or
1711 employee of an attorney-in-fact, reciprocal
1712 insurance agent or person licensed as an
1713 insurance broker under section one hundred
1714 and sixty-six of said chapter one hundred and
1715 seventy-five, shall, directly or indirectly, pay
1716 or allow, or agree to pay or allow, compensa-
1717 tion or anything of value to any person for
1718 placing or negotiating a reciprocal or inter-
1719 insurance contract on property or interests in
1720 the commonwealth, or negotiating the con-
1721 tinuance or renewal thereof, or for attempting
1722 so to do, who, at the date thereof, is not a
1723 duly licensed reciprocal insurance agent or
1724 duly licensed as an insurance broker under
1725 said section one hundred and sixty-six of
1726 chapter one hundred and seventy-five. Who-
1727 ever knowingly violates the provisions of this
1728 section shall be punished by a fine of not less
1729 than twenty nor more than two hundred
1730 dollars.
1731 Foreign Exchanges.
1732 Section 73. Foreign exchanges and their
1733 attorneys-in-fact, upon complying with the
1734 conditions herein set forth applicable to such
1735 exchanges, may be admitted to transact in the
1736 commonwealth any classes of insurance au-
1737 thorized to domestic exchanges by this chapter,
1738 subject to all of the provisions of this chapter
1739 and to all general laws hereafter in force
1740 relative to reciprocal or inter-insurance ex-
1741 changes, the attorneys-in-fact and advisory
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1742 committees thereof, and subject to all laws
1743 applicable to the transaction of such business
1744 by foreign exchanges, their attorneys-in-fact
1745 or agents; provided, that sections six, nine,
1746 fifteen, sixteen, the first paragraph of section
1747 seventeen, the third, fourth and fifth clauses
1748 of section eighteen, twenty, the first and
1749 fourth paragraphs of section twenty-one,
1750 twenty-two, twenty-three, except as herein-
1751 after provided, twenty-four to thirty-two, in-
1752 elusive, and the second paragraph of section
1753 fifty-four shall not apply to foreign exchanges
1754 or the attorneys-in-fact thereof.
1755 Section 74- No foreign exchange or attorney-
1756 in-fact thereof shall be admitted and author-
1757 ized to do business until the attorney-in-fact
1758 has filed with the commissioner —
1759 First: The application, excepting the cer-
1760 tificate of authorization of the advisory corn-
1761 mittee, the declaration, excepting the names
1762 and addresses of the subscribers, and all other
1763 documents required in the case of a domestic
1764 exchange by the first and second clauses of
1765 section eighteen, and has paid for such filing
1766 the fee prescribed by section fourteen.
1767 Second: A statement of its financial condi-
1768 tion and business as of such date as the corn-
1769 missioner may require, in the form prescribed
1770 by section fifty-five, and executed and sworn
1771 to as provided in said section, and has paid
1772 for such filing the fee prescribed by section
1773 fourteen.
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1774 Third: A sworn declaration, on a form
1775 prescribed by the commissioner, that he has
1776 not insured and will not insure a single sub-
1777 scriber, wherever located, for an amount larger
1778 than that permitted by section forty-four.
1779 Fourth: A power of attorney for the service
1780 of process in the form prescribed by and
1781 subject to section nineteen.
1782 Fifth: A certificate, in a form satisfactory
1783 to the commissioner, of the proper official of
1784 the state where his principal office is located,
1785 setting forth that all provisions of law of
1786 said state have been complied with and that
1787 the attorney-in-fact, the exchange or the sub-
1788 scribers have authority to transact in said
1789 state the classes of insurance to be transacted
1790 in this commonwealth.
1791 Sixth: A sworn declaration, on a form pre-
1792 scribed by the commissioner, that he will not
1793 transact in this commonwealth any class of
1794 insurance not specified in his license or not
1795 permitted to domestic exchanges under section
1796 fifteen.
1797 Seventh: A certified copy of a report of an
1798 examination made by the supervising insurance
1799 official of the state where his principal office is
1800 located within one year preceding the date of
1801 the application.
1802 Eighth: A sworn declaration that there are
1803 at least one hundred subscribers of the ex-
1804 change with insurance in force against the
1805 hazards specified in the first or eighth, or both,
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1806 clauses of said section forty-seven of chapter
1807 one hundred and seventy-five of not less than
1808 two and one-half millions of dollars.
1809 Nor until he has —■
1810 Ninth: Satisfied the commissioner that he has
1811 executed and filed a bond under the laws of the
1812 state where his principal office is located or in
1813 the absence of a law in such state requiring such
1814 a bond, until he has filed with the commissioner
1815 a bond running to the commonwealth in such
1816 form and for such sum and with such sureties as
1817 the commissioner shall require. Such bond shall
1818 be on the condition specified in section twenty-
1819 three, and shall be for a term at least cotermin-
1820 ous with the license issued under clause twelfth or
1821 any renewal thereof. The commissioner may at
1822 any time require the filing of a new bond sub-
1823 jeet to the provisions of this clause.
1824 Tenth: Satisfied the commissioner that there
1825 is in his possession or in the possession of an
1826 advisory committee and available for the pay-
1827 ment of claims of subscribers in this common-
1828 wealth, assets equal to all outstanding claims
1829 and liabilities computed as required in section
1830 ten together with a net surplus over all liabili-
1831 ties computed as aforesaid of not less than the
1832 amount of the guarantee fund required of a
1833 domestic exchange by section eighteen, and
1834 that said surplus is invested according to the
1835 laws of the state where the attorney-in-fact has
1836 his principal office.
1837 Eleventh: Appointed one or more residents of
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1838 the commonwealth as his resident representa-
1839 tive or representatives therein as provided in
1840 section seventy-five and has filed with the
1841 commissioner an appointment in a form pre-
1842 scribed by said section seventy-five.
1843 Twelfth: Obtained from the commissioner
1844 a license specifying that he has complied with
1845 the law, which license shall be subject to the
1846 second and third paragraphs of section
1847 seventeen.
1848 Section 75. The attorney-in-fact of every
1849 foreign exchange shall appoint one or more
1850 residents of the commonwealth as his resident
1851 representative or representatives therein, who
1852 shall maintain an office in the commonwealth.
1853 Such appointment shall be in a form satisfactory
1854 to the commissioner, shall prescribe the duties
1855 and powers of each representative, shall specify
1856 his full name and address, and the exact location
1857 of his office. Upon the death or resignation of
1858 any such representative, or the termination of T
1859 his powers, another shall forthwith be appointed
1860 to succeed him, and an appointment of such A
1861 successor shall be filed as aforesaid. Written ::
1862 notice of a change in the location of said office
1863 shall be forthwith filed with the commissioner a

1864 and given to each subscriber in the common- a

1865 wealth by the attorney-in-fact or the repre- it
1866 sentative.
1867 Section 76. The attorney-in-fact of a foreign
1868 exchange shall exchange no further contracts of
1869 insurance, if at any time from any cause the ,,
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1870 net surplus required by section seventy-four is
1871 impaired on the basis fixed by section ten.
1872 He shall forthwith give written notice to the
1873 commissioner and to each subscriber in the
1874 commonwealth of any suspension under this
1875 section, and shall make or exchange no further
1876 contracts of insurance until he has satisfied
1877 the commissioner that said surplus has been
1878 restored, nor until the license issued under
1879 section seventeen has been reinstated.
1880 Any deposits made by the attorney-in-fact
1881 or the subscribers to maintain or restore said
1882 surplus shall be on the conditions expressed in
1883 and subject to the provisions of the third para-
1884 graph of section thirty-two.
1885 Section 77. If by the laws of any other state
1886 of the United States any taxes, fines, penalties,
1887 licenses, fees, deposits or other obligations or
1888 prohibitions, additional to or in excess of those
1889 imposed by the laws of this commonwealth
1890 upon foreign exchanges, their attorneys-in-fact
1891 or their agents are imposed on domestic ex-
1892 changes, their attorneys-in-fact or their agents
1893 doing business in such state, like obligations
1894 and prohibitions shall be imposed upon all ex-
1895 changes of such state and their attorneys-in-
1896 fact and agents doing business in this common-
1897 wealth so long as such laws remain in force.

1898 Miscellaneous Provisions.
1899 Section 78. Policies of insurance issued or
1900 powers of attorney or subscribers’ agreements
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1901 used by the attorney-in-fact of a foreign ex-
1902 change in this commonwealth may contain any
1903 provision required by the law of any state of
1904 the United States under which the exchange is
1905 organized or the attorney-in-fact is licensed;
1906 and such policies of insurance issued or powers
1907 of attorney or subscribers’ agreements used in
1908 any other state of the United States by the
1909 attorney-in-fact of a domestic exchange may
1910 contain any provision required by the laws of
1911 the state, territory, district in which the same
1912 are issued; provided, however, that nothing in
1913 this section shall authorize the attorney-in-fact
1914 of a foreign exchange to issue a policy of insur-
1915 ance to a subscriber in this commonwealth or
1916 use a power of attorney or subscribers’ agree-
1917 ment therein in violation of any provision of
1918 this chapter.
1919 Section 79. The officers of any corporate
1920 attorney-in-fact shall each be under all the
1921 duties and obligations imposed by this chapter
1922 on the attorney-in-fact and shall be personally
1923 liable for any violation of this chapter to the
1924 penalties prescribed thereby although the viola-
1925 tion is committed in the name of or on behalf
1926 of the corporation or the exchange or the sub-
1927 scribers, and the corporation shall be liable for
1928 any violation for which responsibility cannot be
1929 fixed on the officers.
1930 The partners of any partnership acting as an
1931 attorney-in-fact shall likewise be under all the
1932 duties and obligations imposed by this chapter
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1933 on the attorney-in-fact, and shall be each per-
1934 sonally liable for any violation of this chapter
1935 to said penalties, although the violation is com-
1936 mitted in the name of or on behalf of the part-
1937 nership, the other partners, the exchange or
1938 the subscribers.
1939 Section 80. No oral or written misrepre-
1940 sentation or warranty made by a subscriber or
1941 in his behalf, in the negotiation of a policy of
1942 insurance issued or to be issued by the at-
1943 torney-in-fact of an exchange, shall be deemed
1944 material or defeat the policy or prevent its
1945 attaching, unless such misrepresentation or
1946 warranty is made with actual intent to deceive,
1947 or unless the matter misrepresented or made a
1948 warranty increased the risk of loss.
1949 Section 81. Whoever, not being duly
1950 licensed as an attorney-in-fact of an exchange,
1951 or as a reciprocal insurance agent, represents
1952 himself as being such an attorney-in-fact or
1953 agent or as being engaged in the business of
1954 exchanging reciprocal or inter-insurance con-
1955 tracts by means of advertisements, cards, cir-
1956 culars, letterheads, signs or other methods, or
1957 as such attorney-in-fact or agent solicits appli-
1958 cations for such contracts, shall be punished by
1959 a fine of not less than one hundred nor more than
1960 five hundred dollars.
1961 Section 82. Whoever, for a person other
1962 than himself, negotiates or acts or aids in any
1963 manner in negotiating a policy of insurance in
1964 an exchange not licensed to transact business
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1965 in the commonwealth, or whoever solicits
1966 insurance for or in any such exchange or any
1967 attorney-in-fact thereof, or whoever represents
1968 or holds himself out to the public by means of
1969 advertisements, cards, circulars, letterheads,
1970 signs, or other methods, as being the agent or
1971 representative of any such exchange or of the
1972 attorney-in-fact thereof, shall be punished by a
1973 fine of not less than one hundred nor more than
1974 five hundred dollars.
1975 Section 83. An attorney-in-fact or other
1976 person, who shall make any false entry or
1977 memorandum upon, or shall alter any book,
1978 record, account or voucher with intent to de-
1979 ceive the commissioner or his deputies or exam-
1980 iners or with intent to injure or defraud the
1981 subscribers, shall be punished by a fine of not
1982 more than one thousand dollars and by impris-
1983 onment for not more than one year.
1984 Section 84. Duly certified copies of any
1985 amendments to the charter, articles of organ-
1986 ization or by-laws of a corporate attorney-in-
1987 fact, and of any amendments to the articles of
1988 partnership of a partnership acting as an attor-
1989 ney-in-fact, shall within thirty days after their
1990 adoption be filed with the commissioner.
1991 Section 85. Except as provided in section
1992 fifty-five, any statement, bond, declaration or
1993 other document required or authorized to be
1994 filed by any attorney-in-fact under this chapter,
1995 shall in the case of a corporate attorney-in-fact
1996 be executed and sworn to or acknowledged, as
1997 the case may be, by the president and clerk or
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1998 treasurer, and shall be accompanied by a duly
1999 certified copy of a resolution of its directors
2000 authorizing the execution thereof, and shall in
2001 the case of a partnership acting as attorney-in-
2002 fact, be executed and sworn to or acknowledged,
2003 as the case may be, by each partner.
2004 Any such statement, bond, declaration or
2005 other document shall be executed and au-
2006 thenticated in a manner satisfactory to the
2007 commissioner.
2008 Section 86. The superior court for the county
2009 of Suffolk shall have jurisdiction in equity upon
2010 an information filed by the attorney general at
2011 the relation of the commissioner, to restrain all
2012 violations of this chapter, to enforce compliance
2013 with the provisions thereof, and payment of all
2014 fines, forfeitures or penalties provided thereby.
2015 The remedy herein provided shall be in addition
2016 to and not in substitution for any remedy other-
2017 wise provided by law or by this chapter.
2018 Section 87. Any policy of insurance or any
2019 power of attorney or subscribers’ agreement
2020 made, exchanged, executed, issued, or delivered
2021 in violation of any provision of this chapter shall
2022 be valid and binding upon all and each of the
2023 subscribers of the exchange and upon the at-
2024 torney-in-fact, but the rights, duties and liabil-
2025 ities of the parties shall be governed by this
2026 chapter.

2027 General Penalty.
2028 Section 88. Whoever violates or neglects to
2029 comply with any provision of this chapter,
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2030 the penalty whereof is not specifically pro-
2031 vided, shall be punished by a fine of not more
2032 than five hundred dollars.

1 S e c t io n  2. Section seven of chapter fifty-
2 five of the General Laws is hereby amended by
3 inserting after the word “ corporation” in the
4 seventh line the words: — , no attorney-in-fact
5 of any reciprocal or inter-insurance exchange,
6 as defined in section one of chapter one
7 hundred and seventy-eight A,— so as to read
8 as follows: — Section 7. No corporation carry-
9 ing on the business of a bank, trust, surety,

10 indemnity, safe deposit, insurance, railroad,
11 street railway, telegraph, telephone, gas, electric
12 light, heat, power, canal, aqueduct, or water
13 company, or any company having the right
14 to take land by eminent domain or to exercise
15 franchises in public ways, granted by the
16 commonwealth or by any county, city or
17 town, no trustee or trustees owning or holding
18 the majority of the stock of such a corpora-
19 tion, no attorney-in-fact of any reciprocal or rH
20 inter-insurance exchange, as defined in section
21 one of chapter one hundred and seventy-
22 eight A, no business corporation incorporated -
23 under the laws of or doing business in the >.
24 commonwealth and no officer or agent acting
25 in behalf of any corporation mentioned in this
26 section, shall directly or indirectly give, pay,
27 expend or contribute, or promise to give, pay,
28 expend or contribute, any money or other
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29 valuable thing in order to aid, promote or
30 prevent the nomination or election of any
31 person to public office, or to aid, promote or
32 antagonize the interests of any political party,
33 or to influence or affect the vote on any ques-
34 tion submitted to the voters. No person or
35 persons, no political committee, and no person
36 acting under the authority of a political com-
37 mittee, or in its behalf, shall solicit or receive
38 from such corporation or such holders of
39 stock any such gift, payment, expenditure,
40 contribution or promise to give, pay, expend
41 or contribute; except that such a corporation,
42 or such trustee or trustees, may in good faith
43 publish or circulate paid matter when, under
44 a question submitted to the voters, the taking,
45 purchasing or acquiring of any of the property,
46 business or assets of the corporation is in-
47 volved, provided that the name of the corpora-
48 tion appears therein in the nature of a signa-
49 ture, and that, if inserted as reading matter,
50 such matter is preceded or followed by the
51 word “ advertisement” , in the manner required
52 by section thirty-three.

1 Se c t io n  3. Section fifty-eight of chapter
2 fifty-six of the General Laws is hereby amended
3 by inserting after the word “ corporation” in
4 the third line the words: —- and any attorney-
5 in-fact of a reciprocal or inter-insurance ex-
6 change, as defined in section one of chapter one
7 hundred and seventy-eight A, — so as to read
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8 as follows: — Section 58. Any corporation
9 violating any provisions of section seven of

10 chapter fifty-five shall be punished by a fine
11 of not more than ten thousand dollars, and any
12 officer, director or agent of a corporation and
13 any attorney-in-fact of a reciprocal or inter-
14 insurance exchange, as defined in section one of
15 chapter one hundred and seventy-eight A,
16 violating any provision thereof or authorizing
17 such violation, or any person who violates or
18 in any way knowingly aids or abets the viola-
19 tion of anjr provision thereof, shall be punished
20 by a fine of not more than five thousand dollars
21 or by imprisonment for not more than six _
22 months.

1 S e c t io n  4. Chapter sixty-three of the Gen-
2 eral Laws is hereby amended by inserting
3 after section twenty-nine the following new
4 section: —
5 Section 29A. Every attorney-in-fact and
6 every reciprocal or inter-insurance exchange as
7 defined in section one of chapter one hundred
8 and seventy-eight A and authorized to transact
9 business in the commonwealth under the pro-

'

10 visions of said chapter shall pay the tax imposed
11 by and be subject to the provisions of the eight
12 preceding sections.

1 S e c t io n  5. Section six of chapter one hun-y
2 dred and ten of the General Laws is hereby
3 amended by inserting after the word “ seventy-



1925.] SENATE — Xo. 380. G9

4 five”, in the sixth line, the words: — nor to
5 reciprocal or inter-insurance exchanges nor to
6 the attorneys-in-fact or the subscribers thereof,
7 authorized to transact business in the common-
8 wealth under chapter one hundred and seventy-
9 eight A, •— so as to read as follows: — Section 6.

10 The preceding section shall not apply to any
11 corporation doing business under its true cor-
12 porate name, nor to any partnership doing busi-
13 ness under any title which includes the true
14 surname of any partner, nor to associations
15 authorized to transact insurance in the com-
16 monwealth under section one hundred and
17 sixty-one of chapter one hundred and seventy-
18 five, nor to reciprocal or inter-insurance ex-
19 changes nor to the attorneys-in-fact or the
20 subscribers thereof, authorized to transact busi-
21 ness in the commonwealth under chapter one
22 hundred and seventy-eight A, nor to any asso-
23 ciation which has complied with sections five
24 and six of chapter one hundred and fifty-nine,
25 nor to any partnership, joint stock company or
26 association the business of which is conducted
27 by trustees under a written instrument or
28 declaration of trust; provided, that the names
29 of such trustees with a reference to such instru-
30 ment or declaration of trust shall be filed as
31 provided in section five.

1 Se c t io n  6. Chapter one hundred and fifty-
2 six of the General Laws is hereby amended by
3 inserting after section five the following new
4 section: —
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5 Section BA. Any corporation subject to or
6 organized under this chapter, or corresponding
7 provisions of earlier laws, shall, upon a vote of a
8 majority of its directors at a meeting specially
9 called for the purpose, and after a duly .certified

10 copy of such vote has been filed with the com-
11 missioner, have full power and authority to act
12 or participate as a subscriber in the exchanging
13 of reciprocal or inter-insurance contracts as
14 defined in section one of chapter one hundred
15 and seventy-eight A and specified in section
16 two of said chapter.

1 S e c t io n  7. Section forty-seven of said chap-
2 ter one hundred and fifty-six is hereby amended
3 by adding at the end thereof the following new
4 paragraph: — The total liabilities of any cor-
5 poration exchanging reciprocal or inter-insur-
6 ance contracts under section five A on such
7 contracts, shall be specifically set forth in the
8 report of condition required by this section in
9 such manner as the commissioner may pre- 

10 scribe.

1 S e c t io n  8 . Section three of chapter one
2 hundred and seventy-five of the General Laws,
3 as amended by section one of chapter four
4 hundred and six of the acts of nineteen hun-
5 tired and twenty-four, is hereby amended by
6 striking out the Avord “ o r” in the seventh line
7 and inserting in place thereof a comma, and by
8 inserting after the word “ seventy-eight” in the
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9 eighth line the words: — or one hundred and
10 seventy-eight A, — so as to read as follows: —-
11 Section 8 . No company shall make a contract
12 of insurance upon or relative to any property
13 or interests or lives in the commonwealth, or
14 with any resident thereof, and no person shall
15 negotiate, solicit, or in any manner aid in the
16 transaction of such insurance or of its con-
17 tinuance or renewal except as authorized by
18 this chapter or chapters one hundred and
19 seventy-six, one hundred and seventy-seven,
20 one hundred and seventy-eight or one hundred
21 and seventy-eight A.

1 Se c t io n  9. Chapter two hundred and
2 twenty-three of the General Laws is hereby
3 amended by inserting after section eight the
4 following new section: —
5 Section SA. Transitory actions against any
6 subscriber of a reciprocal or inter-insurance ex-
7 change as defined in section one of chapter one
8 hundred and seventy-eight A and authorized
9 to transact business in the commonwealth

10 under said chapter may be brought as pro-
11 vided in the second or fourth clauses of section
12 eight.

1 Se c t io n  10. Said chapter two hundred and
2 twenty-three is hereby further amended by in-
3 serting after section nineteen the following new
4 section: —-
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5 Section 19 A . Actions or suits may be brought
6 by or against all the subscribers of a reciprocal
7 or inter-insurance exchange or against the ex-
8 change, as defined in section one of chapter one
9 hundred and seventy-eight A, and authorized

10 to transact business in the commonwealth
11 under said chapter, in the name or designation
12 under which the contracts or policies of recip-
13 rocal or inter-insurance are issued by the at-
14 torney-in-fact without a recital of the names
15 of the several subscribers, and for such purposes
16 alone the several subscribers or the exchange
17 shall be deemed a corporation.

1 Section 11. Said chapter two hundred and
2 twenty-three is hereby further amended by in-
3 serting after section thirty-nine A, inserted
4 by section five of chapter two hundred and
5 eighty-five of the acts of nineteen hundred and
6 twenty-four, the following new section: —
7 Section 39B. In an action against any or all
8 of the subscribers of a domestic reciprocal or
9 inter-insurance exchange or against such an

10 exchange, as defined in section one of chapter
11 one hundred and seventy-eight A, and author-
12 ized to transact business in the commonwealth
13 under said chapter, service may be made upon
14 the attorney-in-fact of such subscribers, as de-
15 fined in said section one of said chapter instead
16 of upon the commissioner of insurance under
17 section thirteen of said chapter and such service
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18 shall be deemed valid and sufficient service
19 upon each subscriber or the exchange.

1 Section 12. This act shall take effect on
2 November first, nineteen hundred and twenty-
3 five.
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