
Department of Banking and Insurance.
Division of Insurance,

State House, Boston, December 5, 1927.

To the General Court of the Commonwealth of Massachusetts.
In accordance with the provisions of section 33 of chapter

30 of the General Laws, as amended by section 43 of chapter
362 of the acts of 1923, copies of the recommendations for
legislation to be contained in the annual report of the
commissioner of insurance (Pub. Doc. No. 9) are submitted
herewith, together with drafts of bills embodying the legis-
lation recommended. These drafts have been submitted to
the counsel for the Senate as required by law.

WESLEY E. MONK,
Commissioner of Insurance.
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I. Policies issued by Two or More Companies.

Under sections 102 A and 111 A of chapter 175 of the
General Laws and section 56 of chapter 152 thereof, two or
more companies are permitted to join in the issue of a
single policy of fire, liability or workmen’s compensation
insurance. There appears to be a demand for this type of
coverage against “sprinkler leakage” damage, so called, as
set forth in clause eighth of section 47 of said chapter 175.
Fire companies are permitted to transact business under
clause eighth and since such companies are authorized to
issue conjointly a policy of fire insurance, it is proper to
permit them to issue, as aforesaid, a policy insuring against
“sprinkler leakage” damage, which is allied to fire insurance.

Section 111A should be amended in two minor respects:
1. The reference in clause (4) thereof to clauses (4) and

(5) of section 102 A is erroneous. Clause (3) of section 111A
should refer to clauses (3) and (5) of said section 102A,
and clause (4) to clause (4) of said section 102A.

2. This section should not apply to “motor vehicle lia-
bility policies” required by the compulsory motor vehicle
liability security act, St. 1925, c. 346. The form of such
policies is regulated by section 113A, and it is not desirable
to permit them to be issued conjointly by two or more
companies.

Companies and Claims against Such Companies for

Return Premiums.
Section 46 of chapter 175 of the General Laws provides

that claims for losses against any domestic fire company are
preferred over claims for return premiums. There is no
sound reason for such a preference only in the case of a
fire company. Claims for losses against any company
should be preferred over claims for return premiums. This
amendment should not apply to life or endowment policies
since they are not cancellable like other policies. It should

11. Preferred Claims against Insolvent Domestic

RECOMMENDATIONS.
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apply, however, to any other policies issued by a domestic
life company.

Section 46 seems to recognize the right of a policyholder
to a return premium if the company is liquidated. It is
apparently settled under the decisions in this jurisdiction
that the appointment of a receiver terminates the com-
pany’s liability under its policies for losses thereafter occur-
ring. This operates, practically speaking, as a cancellation
of the policy. The policyholder should be entitled to a
return premium in such cases, after claims for losses have
been settled. Any doubt as to the right to a return premium
in such cases should be removed.

Section 46A of said chapter provides that workmen’s
compensation claims against insolvent domestic companies
are preferred. This section refers to the “liability” to pay
compensation benefits. This language is inaccurate. This
section should be amended to correspond with the provi-
sions of section 52 of chapter 152, as amended.

111. Investigation of Complaints of Policyholders,

Section 28 of chapter 175 of the General Laws provides
that if the commissioner is satisfied after due investigation,
and hearing, that any company is unfairly and unreason-
ably delaying the settlement of claims or is unduly engaging
in litigation, he shall make a special report of his findings
to the legislature at its next session.

This section enacted in 1912 indicates a legislative policy
to impose some specific duty in respect to claim settlements
upon the Commissioner as an administrative official. This
statute, intended to discourage improper delays, is a reason-
able one, and, although cases of unfair or unreasonable delay
are relatively few, it has, on the whole, proven to be quite
salutary. It should, however, be amended.

1. The section refers to “claims.” It is doubtful whether
it relates to delay, however unwarranted, in a specific,
isolated case and empowers the commissioner to report such
a case to the legislature. The context of the section would
seem to indicate that it relates to the practice of unfairly
delaying settlement. This construction is fortified by the



HOUSE — No. 152. [Jan.4

reference therein to section 27 which requires the filing of a
schedule of contested claims.

Inasmuch as this section is being commonly invoked on
specific cases, I believe it is advisable to amend it, either,
(a) to provide for an investigation and hearing on any spe-
cific claim, or (6) to provide that it shall apply to the prac-
tice of delaying payment of claims. I recommend the latter
change.

If the latter amendment is to be adopted, then I recom-
mend that section 4 of said chapter be further amended to
confer authority simply to investigate particular complaints.
These changes will confer ample power to prevent improper
practices even in specific cases and tend to eliminate the
unwarranted resort by attorneys to section 28.

2. The section should refer to “legally valid” claims. As
it now stands attorneys frequently invoke it in cases where
there is no valid claim for the purpose of coercing a com-
pany into a settlement for which it is not liable. This
section was not intended to confer the power to report a
company because it relied upon its legal defences.

3. Sections 5 and 6 of chapter 175 now provide that
unsound or improper business policies or methods are cause
for action against a company’s authority to transact busi-
ness. The provisions of these sections should not be
affected by section 28.

The two amendments last suggested should be adopted,
whether or not either of the amendments set forth in 1,
supra, are enacted.

IV. Classes of Coverage,

Under the provisions of said chapter 175 an insurance
company may transact only the kinds of business specified
in section 47. Sections 51 and 54, however, permit the
Commissioner to issue a special license authorizing a com-
pany to transact any kind of business not specifically set
forth in said section 47.

The types of coverage heretofore permitted by the Com-
missioner under these special licenses are recognized in other
States and should be definitely incorporated into the statute,
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not only to obviate the clerical and other work attendant
upon the issue and recording of such special licenses to
several hundred companies, but to keep our statutes abreast
of those in other States, notably New York.

I accordingly recommend that certain of the clauses of
said section 47 be amended as follows:

1. Clause First. To include loss resulting from smoke,
however caused.

2. Clause Second and Third. To include damage to air-
craft caused by fire, collision, accident, lightning, etc., as
is now provided in these clauses in respect to motor vehicles;
damage to property, and legal liability therefor, caused by
motor vehicles and aircraft; loss caused by the conversion
of motor vehicles or aircraft by a conditional vendee or
mortgagor or bailee in possession thereof and by any larceny
or pilferage, malicious mischief or vandalism.

3. Clause Fourth. To include the guaranteeing or insur-
ing to the holders thereof the payment of the principal of,
or interest on bonds, notes or other evidences of indebted-
ness and insurance against loss or damage arising from any
default in the payment of such principal or interest.

4. Clause Fifth. To include loss caused by the interrup-
tion of electric current, water or gas supply furnished by
public service companies, and by explosion of any heating,
lighting or cooking apparatus, power wheels or machinery
or engines of any kind.

5. Clause Sixth. To include loss by reason of legal lia-
bility for damage to another’s property, however caused,
and damage to aircraft caused by accident or collision.

6. Clause Seventh. To include loss caused by the break-
age of any glass.

7. Clause Eighth. —To include loss caused by leakage of
any lighting, heating or cooking apparatus or their connec-
tions and by the seepage of water through walls.

8. Clause Ninth. To include loss to property caused by
motor vehicles and aircraft.

9. Clause Twelfth. —To include loss to property caused
by any criminal act or by the conversion of any property
by a vendee or mortgagor or bailee.
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10. Clause Thirteenth. To include death from any cause
of horses, livestock or domestic animals.

Sections 51 and 54 permit domestic companies to trans-
act business under certain clauses of section 47 in addition
to those specified in their charters. These sections are
supplementary to sections 48 and 48A, respectively. They
should definitely provide that no company may transact
thereunder any class of business for the transaction of which
it could not be incorporated under section 48 or 48A. This
point is not entirely clear under the present sections.

Section 52 of said chapter provides that contracts of insur-
ance for each of the classes specified in section 47 shall be
in separate policies and permits a company transacting
business under the fourth and twelfth clauses thereof to
insure in one policy a blank against the loss of bills of
exchange, notes, bonds, securities, deeds, mortgages, etc.,
except loss thereof in marine transportation or transporta-
tion by common carrier. There is no express provision in
section 47 permitting this blanket coverage. Said clauses
therefore should be further amended to provide for this type
of coverage.

The provision in section 52 permitting the Commissioner
to authorize the issue of policies covering more than one of
said clauses should be amended to provide for a review of
his disapproval of such a policy by the Supreme Judicial
Court. A similar provision for review exists in the case of
other forms of policies which the Commissioner is required
to approve.

This provision for the issue of policies covering more than
one class of insurance should be restricted so that a fire
company may not issue a fire policy in the standard form
insuring against the hazards specified in any clause other
than the first, and it should not apply to policies subject to
sections 102A, 108, 111A, 113 A or 117A.






