
SENATE No. 554
By Mr. Foley, a petition (accompanied by bill, Senate, No. 554) of

Daniel J. Foley for legislation to provide for binding minimum con-
tractual requirements between insurance companies and agents. Insurance.

In the Year One Thousand Nine Hundred and Seventy-eight.

An Act providing for binding minimum contractual require-
ments BETWEEN INSURANCE COMPANIES AND AGENTS.

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 1. General Laws, Chapter 175 is hereby amended by
2 adding after Section 162 C the following new Section:

162D. Notwithstanding any provision in Section 163 to the
4 contrary the contractual arrangements between insurance
5 companies and agents doing business in the Commonwealth of
6 Massachusetts will include the following terms:
7 (1) The minimum contract term between Company and agent
8 will be five years, containing an inception and an expira-
-9 tion date, and shall include and specify the agents’ bind-

10 ing authority, services to be provided to each party, a
11 payment of accounts schedule, and a schedule of com-
12 missions.
13 (2) The Company may cancel the contract for any one of the
14 following causes, and for no others:
15 (a) Agent violates his binding authority.
16 (a) An agent shall not be deemed to have violated
17 his binding authority unless:
18 (i) The company notifies the agent in writing
19 that a violation exists; and
20 (ii) The agent fails to correct the violation
21 within thirty days of receipt of the notice
22 of violation.
23 (b) Agent fails to pay accounts as agreed within a rea-
24 sonable time.
25 (c) Agent is convicted of a dishonest act related to his
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occupation as an insurance agent.
(d) Agent’s insurance license to engage as an insurance

broker is revoked.
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(3) The contract shall contain a provision that six months
before the expiration of the contract, company or agent
must notify the other if either intends not to renew
the contract. Failure to provide such notification shall be
deemed to be a continuation of the existing contract for
an additional period equal to that of the expiring con-
tract.

(4) The contract shall provide that if the company notifies
the agent of its intention not to renew, company shall,
at the agents’ option, renew all existing policies for one
additional policy term, subject to the company’s then
existing underwriting practices applying to active con-
tract agents.
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(5) The contract shall provide in the event of a change of
ownership of fhe agency, and provided that the new
owner meets the company’s objective standards, the con-
tract is transferable for the balance of its term. Any
such transferred contract is subject to all provisions of
this Section.
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48 All agent agreements or contracts in force between com-

panies and agents doing business in the Commonwealth of
Massachusetts shall be deemed to include all of the contractual
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provisions contained in this Section.51

Section 2. This Act shall take effect upon its passage.1


