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By Mr. Pellegrini, a petition of Philibert L. Pellegrini for legislation to de-
fine certain unfair methods of competition and unfair or deceptive practices
in the business of insurance. Insurance.

In the Year One Thousand Nine Hundred and Sixty-Eight.

An Act defining certain unfair methods of competition and
UNFAIR OR DECEPTIVE PRACTICES IN THE BUSINESS OF INSURANCE.

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

1 Section 4of chapter 176 D of the General Laws is hereby
2 amended by adding after clause (8) the following three
3 clauses:— (9) When any person, firm or corporation engaged
4 in the business of lending money on the security of real or
5 personal property, or in the business of negotiating, purchas-
-6 ing, selling or holding loans on the security of such property,
7 or in the business of building, selling, financing the sale or
8 purchase of such property, or any trustee, director, officer,
9 agent, or other employee of any such person, firm or corpora-

-10 tion, requires that property insurance be procured for such
11 property, the borrower, debtor or purchaser shall have free
12 choice of agent and insurer through or by which such insurance
13 is to be placed or written, subject only to the right of the
14 builder, creditor, lender or seller (1) to require evidence, to be
15 produced at a reasonable time prior to commencement or re-
-16 newal or risk, that such insurance providing reasonable cov-
-17 erage has been obtained in an amount equal to the amount
18 required by said builder, creditor, lender or seller; (2) to re-
-19 quire insurance in an insurer authorized to do business and
20 having a licensed resident agent in this state; and (3) to re-
-21 fuse to accept insurance in a particular insurer on reasonable
22 grounds related to solvency.
23 (10) Every debtor, borrower or purchaser of property with

(3Jlp? (Commmuuralth of i®assarl|Uß?tta



2 [Jan.SENATE —No. 300,

I

I

24 respedt to which insurance of any kind on the property is re-
-25 quired in connection with a debt or loan secured by such prop-
-26 erty or in connection with the sale of such property, shall be
27 'informed in writing by the builder, creditor, lender or seller of
28 his right of free choice in the selection of the agent and insurer
29 through or by which such insurance is to be placed. There shall
30 be no interference Cither directly or indirectly With such bor-
-31 rower’s, debtor’s or purchaser’s free Choice of an agent and
32 of an insurer which complies With the foregoing requirements,
33 and the builder, creditor, lender or seller shall not refuse the
34 policy so tendered by the borrower, debtor or purchaser. Upon
35 notice of any refusal of such tendered policy, the insurance
36 commissioner shall order the builder, creditor, lender or seller
37 to accept the tendered policy, if he determines that such refusal
38 is mot in accordance with the foregoing requirements. Failure
39 to Comply with such an order of the insurance commissioner
40 shall be deemed a violation of this section.
41 Whenever the instrument required that the purchaser, raort-
-42 gagor or borrower furnish insurance of any kind on real prop-
-43 erty being conveyed or is collateral security to a loan, the mort-
-44 gagee, vendor or lender shall refrain from disclosing or using
45 any and all such insurance information to his or its own ad-
-46 vantage and to the detriment of either the borrower, pur-
-47 Chaser, mortgagor, insurance company or agency complying
48 With the requirements relating to insurance.
49 Section 1. The second paragraph of section 193 E of chapter
50 175 of the General Laws is hereby amended by striking out the
51 last sentence and inserting in place thereof the following sen-
-52 tence: Any person, firm or corporation engaged in the busi-
-53 ness of financing the purchase of real or personal property or
54 lending money on the security of real or personal property,
55 Which requires that a purchaser or borrower or his successors
56 insure the property in connection with the loan, or any trustee,
56 director, officer, agent or other employee of such a person, firm
57 or corporation, Shall follow the requirements of clauses (9),
58 (10), and (11) of section four of chapter one hundred and
59 seventy-six D.


