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Department of Banking and Insurance, Division of Insurance

To the Honorable Senate and House of Representatives

In compliance with General Laws, Chapter 30, Sections 33 and
33A, as amended, there are submitted herewith such portions of the
annual report as embody recommendations for legislation, accom-
panied by drafts of proposed mea
tions as require the enactment of

mres to cover such recommenda-
legislation.

submittedRespectfully

C!)e Commontoealth of Massachusetts

OTIS M. WHITNEY,
Commissioner of Insurance.
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1. Increased Requirements for Unlicensed Insurance
Companies.

The extent of insurance placed with unlicensed companies by
special insurance brokers licensed under section 168 of chapter 175
has reached such proportions that it is necessary for the protection(
of Massachusetts policyholders insured in such companies that the
financial requirements for qualification be increased. In addition,
the cost of supervision of special brokers by members of the Insur-
ance Department staff has increased. Legislation to require addi-
tional financial qualifications of unlicensed companies qualifying
to accept business under the provisions of section 168 of chapter 175
and to increase the fee charged and collected by the Insurance
Commissioner for licenses issued to special insurance brokers as
evidenced by the accompanying bill is recommended.

During the calendar year 1958, business reported by special
insurance brokers amounted to $3,272,600

Taxes received amounted to $130,905

License fees received from 525 special brokers amounted to $13,125

The proposed legislation increases the net cash assets required of
an unlicensed company from $200,000 to $300,000 and requires that
the company make a deposit of $200,000 with the State Treasurer
for the protection of Massachusetts policyholders and in addition
increases the license fee charged special brokers from $25 to $2OO.

2. Violations of Motor Vehicle Laws

An amendment to chapter 90 of the General Laws is recommended
to establish a uniform traffic citation and audit system in cases in-
volving violation of certain motor vehicle laws. The enactment of
this legislation will be an effective means to increase safety on the
highways thereby eliminating many accidents involving personal
injury and property damage, and, accordingly, assisting in a de-
crease in insurance rates.

RECOMMENDATIONS.
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3. Annual Statement Blanks.
The Commissioner of Insurance is required by section 15 of

chapter 175 of the General Laws to furnish each insurance company
which transacts business in the Commonwealth, two or more annual
statement blanks.

The second paragraph of section 25 of chapter 175 permits each
such company to file its annual statement either on the blank fur-
bished it by the Commissioner or on an alternate form acceptable
to him. This latter form is usually the form adopted by the Na-
tional Association of Insurance Commissioners.

As nearly all companies use the form adopted by the National
Association of Insurance Commissioners for filing annual statements
with the Insurance Department, it is recommended that section 15
be amended so as to relax the requirement that the Commissioner
furnish two forms or more to all companies and require the forms to
be furnished only upon request.

If the legislation which we recommend is adopted, the result will
be a reduction to a large extent in printing, mailing and clerical
costs now entailed in carrying out the present statutory mandate.

4. Withdrawal of Complaints relating to Cancellation
op Compulsory Motor Vehicle Liability Insurance
Policies.

Section 113 D of chapter 175 of the General Laws defines the
procedure to be taken by an insured under a compulsory motor
vehicle liability insurance policy if he desires to file an appeal with
the Board of Appeal on motor vehicle liability policies and bonds
after having received a notice from his insurance company of its
intent to cancel his insurance policy.

This statute does not make specific provision for action by the
Board whenever an appellant withdraws his appeal before the hear-
ing on the same has been held.

In order to eliminate any possibility of uninsured motor vehicles
being on the highways, it is proposed by this recommendation that
section 113 D of chapter 175 be amended so as to require the Board
to specify the date on which the cancellation becomes effective in
cases where the complaint has been withdrawn before the hearing.
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5. Permitting Commissioner of Insurance to exercise Dis-
cretion in Connection with the Revocation of Regis-
tration of Motor Vehicles insured by any Insurance
or Surety Company which has been reported to the
Registrar of Motor Vehicles as having ceased to be
authorized to issue Motor Vehicle Liability Policies
or Bonds as defined in Section 34A of Chapter 90 of
the General Laws.

The second paragraph of section 34H of chapter 90 of the General
Laws requires the Registrar of Motor Vehicles to notify the owner
of any motor vehicle insured by an insurance company whose
authority has been revoked by the Commissioner of Insurance that
his registration will be revoked unless within five days after the
sending of said notice a new certificate of insurance is filed with the
Registrar.

From a practical standpoint this requirement of the law is very
difficult to administer, and, therefore, the Insurance Department
recommends that the statute be amended so as to require notices
to be sent by the Registrar only upon request of the Commissioner
of Insurance.

This will permit the Commissioner of Insurance to exercise dis-
cretion in determining whether or not to request the Registrar of
Motor Vehicles to issue such notices.

6. Suspension and Revocation of Insurance Company
Licenses

The State Administrative Procedure Law (namely, chapter 30A
of the General Laws), spells out the procedure to be undertaken in
connection with suspension or revocation of a license issued to a
foreign insurance company.

This process is detailed in section 13 of chapter 30A, and when
viewed from the standpoint of administration of the insurance laws
by the Commissioner of Insurance, it is altogether too cumbersome.

Section 13 and related sections of the State Administrative Pro-
cedure Act requires adequate notice and a full opportunity to be
heard with the result that an insurance company could continue to
transact business even though its financial condition was hazardous
to the public over a substantial period of time while awaiting a
hearing and decision.
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Section 5 of chapter 175 of the General Laws (Insurance Law)
details the procedure that the Commissioner of Insurance could
otherwise take except for the requirements specified in chapter 30A.

It is, therefore, recommended that section 13 of chapter 30A of
the General Laws be amended by the addition of a new paragraph
which will exempt from the operation of the State Administrative
Procedure Act any action taken by the Commissioner of Insurance
in connection with the suspension or revocation of a license issued
to a foreign insurance company under the authority of section 5 of
chapter 175 of the General Laws.
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