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Accompanying the petition of Lewis Ward Riggs relative to the

exchange of reciprocal or inter-insurance contract. Insurance. Janu-
ary IS.

AN ACT
To authorize the Exchange of Reciprocal or Inter-insurance

Contracts.

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

1 Section 1. The following words as used in this act
2 unless the context otherwise requires or a different mean
3 ing is specifically prescribed, shall have the following
4 meanings;

Clje Commontoealtf) of e^assaclnisetts.

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

5 “Commissioner,” the commissioner of insurance.
6 “Attorney” or “attorney in fact,” a person, partner-
-7 ship or corporation acting under power of attorney as

8 the representative of the subscribers in the exchange of
9 reciprocal or inter-insurance contracts and matters in-

-10 cident thereto.
11 “Exchange,” the office of the attorney in fact, being
12 the place where the contracts of insurance are issued.
13 “Subscribers,” the participants or policyholders.
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1 Section 2. The exchange of reciprocal or inter-insur-
-2 ance contracts providing indemnity among the parties
3 thereto from any loss which may be insured against under
4 the sixth clause of section forty-seven of chapter one
5 hundred and seventy-five of the General Laws is hereby
6 authorized subject to the provisions of this act.

1 Section 3. Any corporation now or hereafter organ-
-2 ized under the laws of this commonwealth shall have full
3 power and authority to participate as a subscriber in the
4 exchange of contracts of the kinds set forth in section
5 two. The right to participate in the exchange of such
6 contracts is hereby declared to be incidental to the pur-
-7 poses for which such corporation was organized, and as
8 much granted as the rights and powers expressly con-
-9 ferred.

1 Section 4. The provisions of sections one, two, four,
2 five, twelve, fourteen, fifteen, sixteen, seventeen, eighteen,

3 twenty, twenty-two, twenty-five, twenty-six, twenty-
-4 seven, fifty-two, one hundred and fifty-four, one hundred
5 and fifty-eight, one hundred and fifty-nine, one hundred
6 and eighty-one, one hundred and eighty-two, one hun-
-7 dred and eighty-three, one hundred and eighty-four, one
8 hundred and eigh'ty-six, one hundred and ninety-one,
9 one hundred and ninety-three and one hundred and

10 ninety-four of chapter one hundred and seventy-five and
11 section six of chapter two hundred and sixty-eight of the
12 General Laws shall be applicable to contracts of recip-
-13 rocal or inter-insurance and to the exchange thereof, to
14 exchanges, attorneys in fact, and other representatives
15 of such subscribers, so far as consistent with this act,
16 provided that where any of said sections impose duties
17 upon or prohibit acts by an insurance company or the
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dilectors> officers and agents thereof, the same obliga
ti°ns am ® prohibitions shall be binding upon exchange:

20 and attorneys in fact. No 3r provisions of law relat
21 ing to insurance coinpanit shall be construed as appli-

reciprocal or inter-insurance
ieir subscribers or attorneys

22 cable to the exchange of
23 contracts, to exchanges t
24 in fact, or other representat unless specifically appli
25 cable thereto.

1 Section 5. V\ here the principal office of the attorney
2 in fact is located in this commonwealth, such attorney
3 in fact, to obtain a certificate of authority, shall file with
4 the commissioner an application for such certificate, ac-
5 companied by a declaration, signed and sworn to by him
6 or in case of a corporation, signed and sworn to on its
7 behalf by an executive c
8 (a) The name or desi
9 rocal or inter-insurance c

beer thereof, setting forth:
mation under which the recip-
infracts are to be issued, which
) the name of any other insur-

be calculated to deceive or

10 shall not be so similar t D

11 ance organization as to
12 confuse.
12 (b ) The location of the office or offices from which
14 such contracts are to be i si

15 The kinds of insur ance intended to be written,
16 which shall be the kinds set forth in section

17 (d) An exact copy of the form of agreement or policy
18 contracts to be used in the exchange of the insurance or

19 indemnity provided for
20 ( e ) An exact copy of the form of power of attorney

21 authorizing the attorney in fact to effect the exchange

22 of the insurance or indemnity provided for.
23 (f) The name of the attorney in fact, and if such at-23

24 torney in fact is a corporation, a copy of the charter
3 and by-laws of such corporation
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20 (fiO lhat a fund of at least two hundred thousand dol-
-27 lars is in the possession of the attorney as a guaranty
28 fund for the carrying out of reciprocal or inter-insurance
29 contracts executed by said attorney, said fund to be in
30 cash or invested in such securities as are hereinafter
31 specified.
32 (Ji) In the case of employers’ liability or workmen’s
33 compensation, insurance applications shall have been
34 made for indemnity upon at least one hundred separate
35 risks covering a total pay roll of not less than two and
36 one-half million dollars, as represented by executed con-
-37 tracts or bona fide applications to become concurrently
38 effective upon the issuance of a certificate of authority.
39 An exchange complying with the above requirements may
40 write all kinds of liability insurance and automobile in-
-41 surance as provided for in the sixth clause of section
42 forty-seven of chapter one hundred and seventy-five of
43 the General Laws. In the case of an exchange waiting
44 automobile insurance exclusively there shall have been
45 made applications for indemnity upon at least one thou-
-46 sand motor vehicles represented by executed contracts
47 or bona fide applications to become concurrently effective
48 upon the issuance of a certificate of authority.
49 (i) That the attorney wall execute no contracts of in-
-50 surance save upon the express condition that the com-
-51 missioner shall be the attorney of each subscriber to
52 receive service of process in any action or proceeding
53 against the subscriber, nor unless the subscriber shall
54 have authorized the attorney in fact to designate the
55 commissioner for service of process and shall have rati-
-56 fied any prior designations or appointments for service
57 of process. This shall be accompanied by an instru-
-58 ment designating the commissioner as attorney of the
59 subscribers to receive service of process, which designa-
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<|o tion shall be so phrased as to remain in full force and
bl effect so long as there are outstanding claims against the
02 exchange or its subscribers on account of their transac-
-63 tions within the commonwealth.

1 Section 6. Where the principal office of the attorney
2 in fact is located in another state, such attorney may
3 apply for certificate of authority in the manner set forth
4 in the preceding section with the following exceptions
5 and addition
6 (a) Instead of the declaration under (g) supra, he shall
7 file a declaration setting forth that he has in his posses
8 sion and available for the payment of losses the fund
9 required by this act.

10 (6) Instead of the declaration under (h ) supra, he shall
11 file a statement that the exchange, if writing employers
12 liability or workmen’s compensation insurance in connec-
ts tion with the other kinds of liability insurance and auto-
14 mobile insurance, as provided in the sixth clause of
15 section forty-seven, chapter one hundred and seventy-
16 five, General Laws, has at least one hundred separate
17 risks covering a total pay roll of not less than two and
18 one-half million dollars, and that the exchange, if writing

19 automobile insurance exclusively has risks covering at

20 least one thousand motor vehicle:
21 (c) A financial statement under oath in form required
22 by the commissione
23 (d) A certificate from the proper official of the state
24 under whose laws the exchange is organized that the

and the attorney in fact have complied with
ns of law and are authorized to transact the

25 subscr
26 all p
27 class< business which are sought to be transacted in

28 the commonwealth
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29 (e) An agreement executed by the attorney in fact
30 that he will not transact in this commonwealth any
31 class of business which cannot be transacted through an
32 exchange located in this commonwealth.

1 Section' 7. The commissioner shall examine the appli-
-2 cation and declaration and all documents filed in connec-
3 tion therewith; and if same are in compliance with the
4 law and the allegations of fact contained therein are
5 genuine, he may issue a certificate of authority to the
6 attorney in fact authorizing him to execute for the sub-
-7 scribers, under the name designated, such contracts of
8 reciprocal or inter-insurance as are authorized by this
9 act. He shall have the same power to revoke or suspend

10 certificates of authority as is provided in section five of
11 chapter one hundred and seventy-five of the General
12 Laws in the case of certificates of authority granted to a
13 foreign insurance company. A certificate issued to an
14 attorney in fact shall expire on the thirtieth day of June
15 following its issuance, and the authority of the attorney
16 in fact to transact business in this commonwealth shall
17 thereupon cease, unless such authority is renewed in
18 writing by the commissioner on or before that date.

1 Section 8. The attorney in fact shall execute no in-
-2 surance contract with any subscriber unless the sub-
3 scriber shall have agreed that in case the funds on hand
4 are not sufficient to meet the losses, he will upon demand
5 pay to the attorney in fact an amount at least equal to
6 the current annual premium or deposit called for by his
7 contract, which liability shall endure as long as there are
8 outstanding any claims on contracts issued while he was
9 a subscriber.
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1 q
' ection 9- Actions and proceedings at law may be

instituted against the subscribers or by them in the name
01 ( Asignation under which the contracts are issued

4 without a lecital of the names of the several subscribers
5 Piocess may be served by filing two copies thereof upon
0 the commissioner of insurance, who shall retain one copy
‘ thereof and transmit the other to the attorney in fact,
S and process so served shall be effectual service of process
9 on each and every subscriber. The venue of such pro-

10 ceedings shall be determined as if the exchange were a
11 corporation. Where the principal office of the attorney

12 in fact is located in this commonwealth, service of proces;
lo may be had on all subscribers by service upon the attor-
14 nev in fact.

1 Section 10. There shall be maintained at all times in
2 the hands of the attorney in fact, in cash or securities,
3 assets equal to all outstanding claims and liabilities, in-
4 eluding a reserve liability
5 on the same basis as for
6 shall also be so maintaine
7 an additional sum of not
8 dollars. This fund shall

on contracts in force calculated
mutual fire companies. There

■d as a guaranty fund or surplus
less than two hundred thousand
in the case of exchanges organ-
of this act be invested accord-9 ized under the pr

10 ing to the law applicabl to the surplus of mutual fire
in fact or the subscribers may’11 companies. The attor

12 make deposits to maintai the guaranty fund or surplus
ut such deposits shall be con-ired amount, 113 at tl

14 ditio: not to U payable unless the payment
15 thereof will not reduce the surplus beloyv the required
16 amount.

x 11. Every attorney in fact shall make an
port in accordance yvith the provisions of section
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■5 twenty-five of chapter one hundred and seventy-five of
4 the General Laws. The form of return shall be in accord-
-5 ance with the requirements of the commissioner.

1 Section 12. The forms of policy prescribed by the
2 laws of the commonwealth may be modified by the in-
-3 sertion of any provisions or conditions required by the
4 plan of reciprocal or inter-insurance, subject, however, to
5 the approval in writing of the commissioner of insurance.

1 Section 13. Every attorney in fact shall pay to the
2 commonwealth the same taxes and fees as are required
3 by the laws relating to mutual fire insurance companies.

1 Section 14. Whoever, as attorney in fact, or his
2 agent or representative, acts or aids in the making of a
3 contract of reciprocal or inter-insurance covering risks
4 within this commonwealth, save as authorized herein,
5 and who violates any provisions of this act shall be
6 punished by a fine of not more than five hundred dollars
7 for each offence.


