
SENATE No. 484
Mr. Hobbs moves that this bill be substituted by amendment for

the Senate bill, printed as House, No. 112.

AN ACT
Relative to Proceedings against and Liquidation ofDelinquent

Insurance Companies, Associations and Fraternal So-
cieties.
Be it enacted hy the Senate and House of Representatives

in General Court assembled, and hy the authority of the
same, as follows:

1 Sectiox 1. Section seven of chapter five hundred
2 and seventy-six of the acts of the year nineteen hundred
3 and seven is hereby amended by adding at the end

-1- thereof the following:
5 company to do busine

If the authority of any such
in this commonwealth is re-

6 voked, or if any such company has been placed in the
7 hands of a receiver or had its property sequestrated in

its domiciliary state or runtry, or in anv other state
9 or country, the insurance commissioner may apply to

10 the supreme judicial court, which shall have jurisdic

Cl)e Commontocaltj) of Massachusetts.

In the Year One Thousand Nine Hundred and Fourteen.
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1 1 tion in equity of such application, for an injunction
12 restraining such company, its agents and employees
13 from further proceeding with its business or disposing
14 of its property. The court may issue an injunction

forthwith, and may, after a full hearing, make the15

16 injunction perpetual, and may appoint agents or re-
-17 ceivers to take possession of the property and effects of
16

18 the company within the commonwealth, and to makf
19 such disposition thereof as the court may direct, sub-
20 ject to such rules and orders as the court may from
21 time to time prescribe, —so that the section as amended
22 shall read as follows: Section 7. If the commis-
28 sioner is of opinion upon examination or other evi-
24 deuce that a foreign insurance company is in an
25 unsound condition, that it has failed to comply with
26 the law or with the provisions of its charter, or that
27 its condition is such as to render its proceedings hazard-
28 ous to the public or to its policyholders, or that it
29 actual funds, exclusive of its capital, if it is a life in
30 surance company, are less than its liabilities, or if its
31 officers or agents refuse to submit to examination or
32 to perform any legal obligation relating thereto, he
33 shall revoke or suspend all certificates of authority
34 granted to said foreign insurance company, its officers

rr agents, and shall cause notices thereof to be pub-
lished in the newspaper in which the general laws are36

published, and no new business shall thereafter be done
38 by it or its agents in this commonwealth while such
39 default or disability continues, nor until its authority
40 to do business is restored by the commissioner. Unless
41 the ground for revocation or suspension relates only
42 to the financial condition or soundness of the company,
43 or to a deficiency in its assets, he shall, except as pro-
-4- vided in section twenty, notify the company not less
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than ten days before revoking its authority to do busi-
ness in this commonwealth; and he shall specify in the
notice the particulars of the alleged violation of law
or of its charter, or grounds for revocation. The su-
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preme judicial court upon petition of said company,
brought within ten days, shall summarily hear and
determine the question whether such violation has been
committed, or whether it is insolvent, or in an unsound
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condition or has exceeded its powers, or has failed to
comply with any provisions of the law or of its charter,
or that its condition is such as to render its further
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proceedings hazardous to the public or to its policy-
holders, and shall make any appropriate order or decree
therein. If the order or decree is adverse to the peti-
tioning company, an appeal therefrom may be taken
to the full court; and in case of such appeal, the com-
missioner may revoke the right of said petitioning com-
pany to do business in this commonwealth until the
final determination of the question by the full court
aforesaid. If the authority of any such company to
do business in this commonwealth is revoked, or if any
such company has been placed in the hands of a re-
ceiver or had its property sequestrated in its domicil-
iary state or country or in any other state or country,
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the insurance commissioner may apply to the supreme
judicial court, which shall have jurisdiction in equity
of such application, for an injunction restraining such
company, its agents and employees from further pro-
ceeding with its business or disposing of its property.
The court may issue an injunction forthwith, and may,
after a full hearing, make the injunction perpetual,
and may appoint agents or receivers to take possession
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}f the property and effects of the company within thei
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mmonwealth, and make such disposition there8
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the court may direct, subject to such rules and orders
as the court may from time to time prescribe.

79
80

Sectiox 2. Section eight of said chapter is hereby
amended by inserting after the semicolon, in line
eleven, the words: —or if it appears that the reserve
of a mutual company has become impaired, —■ and by
inserting after the word “ insolvent ”, in line twenty-
four, the words: —or if it has by contract of reinsur-
ance or otherwise transferred or attempted to transfer
substantially its entire property or business or entered
into any transaction, the effect of which is to merge
substantially its entire property or business in the
property or business of any other company without
having first obtained the written approval of the in-
surance commissioner, —■ so that the same shall read
as follows: Section 8. If it appears to the insurance
commissioner that the capital of a domestic insurance
company is impaired to the extent of one quarter or
more, on the basis fixed in section eleven, and that the
company can, with safety to the public and its policy-
holders, be allowed to continue in business, he shall
notify the company that its capital is legally subject
to be made good in the mode provided in section thirty-
eight, and if such company, shall not within three
months after such notice satisfy him that it has fully
made good its capital or reduced it as provided in sec-
tion forty; or if it appears that the reserve of a mutual
company has become impaired ; or if he is of opinion
that any domestic insurance company has exceeded its
powers or has failed to comply with any provisions
of law, or that its condition or management is such as
to render its further transaction of business hazardous
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the public or to its policyholders or to its creditors,31
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or that it has attempted or is attempting to compromise
with its creditors on the ground that it is financially
unable to pay its claims in full, or if, when its cash
assets are less than its liabilities, inclusive of unearned
premiums but exclusive of capital, if any, it attempts,
to the disadvantage of policyholders who have sus-
tained losses, to prefer, or has preferred by reinsurance
policyholders who have sustained no loss, or if it is in-
solvent, or if it has by contract of reinsurance or other-
wise transferred or attempted to transfer substantially
its entire property or business or entered into any
transaction, the effect of which is to merge substantially
its entire property or business in the property or busi-
ness of any other company without having first ob-
tained the written approval of the insurance commis-
sioner, he shall apply to the supreme judicial court,
which shall have jurisdiction in equity of such applica-
tion, for an injunction restraining it in whole or in
part, from further proceeding with its business. The
court may issue an injunction forthwith, and may, after
a full hearing, make the injunction perpetual, and may
appoint agents or receivers to take possession of the
property and effects of the company and to settle its
affairs, subject to such rules and orders as the court
may from time to time prescribe.
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1 Section 3. The insurance commissioner may be
2 appointed receiver under the provisions of sections
3 seven and eight of chapter five hundred and seventy-six
4 of the acts of the year nineteen hundred and seven and
5 acts in amendment thereof. When so appointed he
6 shall have power to appoint under his hand and official
7 seal, one or more special deputy commissioners of in-
-8 surance, as his agent or agents,.and may employ coun-
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9 sel, and clerical assistance. He may fix their compen-
-10 sation subject to the approval of the court, and such
11 compensation, together with all expenses of administer-
-12 ing the affairs of the company, shall he paid out of
13 its funds or assets. Special deputy commissioners ap-
-14 pointed under this section shall have all the powers
15 given to the insurance commissioner, his deputy or any
16 examiner authorized by him for the examination of
17 insurance companies, by said chapter five hundred and
18 seventy-six, and acts in amendment thereof and in addi-
-19 tion thereto, including the power to examine under oath
20 the persons having knowledge of the affairs of such
21 corporation, and to compel the production of books and
22 papers relating thereto.

1 Section 4. For the purposes of section three of this
2 act the insurance commissioner shall have the power,
3 subject to the approval of the court, to make and pre-
-4 scribe such rules and regulations as he shall deem
5 advisable.

1 Section 5. At any time after the court shall order
2 the liquidation of the business of a domestic insurance
3 company, as provided in sections seven and eight of
4 chapter five hundred and seventy-six of the acts of the
5 year nineteen hundred and seven, and acts in amend-
-6 ment thereof, the insurance commissioner may apply for
7 the dissolution of such company, and upon such applica-
-8 tion, after a full hearing, the court may order such
9 company to be dissolved.


