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

AN ACT
Authorizing and regulating the Exchange of Recip-

rocal or Inter-Insurance Contracts among In-
dividuals, Partnerships and Corporations; em-
powering Corporations generally to make Such
Contracts; regulating Process in Suits on Such
Contracts; fixing Certain Taxes and Fees;
providing for the Issuance of Licenses and pre-
scribing Penalties for Violation of this Act.

and House of Representatives
and hy the authority of the

Be it enacted by the Senate
1

in General Court
same, as ft

ion 1. Individuals, partnerships and cor
commonwealth herein desig-

I subscribers, are hereby authorized to
)

reciprocal or mter-msurance contract
other or with individuals, partnerships

€bc Commontocaltfi of c^assachusetts.
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G and corporations of other states and countries,
7 providing indemnity among themselves from any
8 loss which may be insured against under other
9 provisions of the law except those relating to

10 life insurance. Such contracts and the exchange
11 thereof and such subscribers, their attorneys and
12 representatives shall, except as to the workmen’s
13 compensation law of this commonwealth and
14 amendments thereto, be regulated by this act
15 and by no other law relating to insurance unless
1G such law is referred to in this act, and no law
17 hereafter enacted shall apply to them unless
18 they be expressly designated therein: provided,
19 however, that any certificate of authority may
20 only issue for the exchange of such contracts as
21 embrace any one or more of the several kinds of
22 insurance which any one insurance company may
23 be licensed to transact in this commonwealth,
24 except that all classes of automobile insurance
25 may be written at automobile exchanges or cas-
-26 ualty exchanges writing automobile insurance.

1 Section 2. Such contracts may be executed
2 by an attorney in fact herein designated attorney,
3 duly authorized and acting for such subscribers
4 and such attorney may be a corporation. The
5 office or offices of such attorney herein defined as
G an exchange, may be maintained at such place or
7 places as may be designated by the subscribers
8 in the power of attorney.

1 Section 3. Such attorney shall file with the
2 commissioner of insurance a declaration verified
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3 by the oath of such attorney, or where such at
4 torney is a corporation, by the oath of a chief
5 officer thereof, setting forth:
6 (a) The name of the attorney and the name or
7 designation under which such contracts are to be
8 issued which name or designation shall not be
9 so similar to any other name or designation there-

to tofore adopted by any attorney or by any in-
-11 surance organization in this commonwealth as
12 to confuse or deceive.
13 (6) The kind or kinds of insurance to be ef-
-14 fected or exchanged.

15 (c) A copy of the form of policy contract or

16 agreement under or by which such insurance is
17 to be effected or exchanged.

18 (d) A copy of the form of power of attorney
of such attorney under or

rnce is to be effected or
19 or other authorization
20 by which such insar,
21 exchanged.

the office or offices from
or agreements are to be

22 (e) The location of
23 which such contracts
24 issued.

to the kinds of insurance25 (/) That except as
26 hereinafter specifically mentioned in this sub-
-27 division, applications have been made for indem-

-28 nity upon at least one hundred separate risks

29 aggregating not less than one and one half mil-

-30 lion dollars represented by executed contracts or

31 bona fide applications to become concurrently

32 effective. In the case of employers liability or

workmen’s compensation msuiance, applications

34 shall have been made for indemnity upon at
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least one hundred separate risks covering a total
pay roll of not less than two and one half million
dollars as represented by executed contracts or
bona fide applications to become concurrently
effective. In the case of automobile insurance
applications shall have been made for indemnity
upon at least one thousand motor vehicles or for
insurance aggregating not less than one and one
half million dollars represented by executed con-
tracts or bona fide applications to become con-
currently effective on any or all classes of auto-
mobile insurance effected by said subscribers
through said attorney.

35
3G
37
38
39
40
41
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43

44
45
46
47

(flO That there is in possession of such attorney
and available for the payment of losses, assets
conforming to the requirements of section six
hereof.

48
49
50
51

(h) A financial statement under oath in form
prescribed for the annual statement.

52
53

(i) An instrument authorizing service of process
as provided for in this act.

54
oo

1 Section 4. Concurrently with the filing of
fho n fimi lAvmnrlorl fnr* Kxr fnnmo2 the declaration provided for by the terms of sec-

-3 tion three hereof, the attorney shall file with the
4 commissioner of insurance an instrument in
5 writing executed by him for said subscribers,
G conditioned that upon the issuance of certificate
7 of authority provided for in section ten hereof,
8 action may be brought in any county in which
9 the cause of action arises, or where the claimant

10 resides, and service of process may be had upon
11 the commissioner of insurance in all suits in this
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1

I

12 commonwealth arising
13 tracts or agreements i
14 be valid and binding;

out of any policies, con-
■sued, which service shall
upon all subscribers ex-

15 changing at any time reciprocal or inter-insur-
-16 ance contracts through such attorney. Three
17 copies of such process shall be served and the
18 commissioner of insurance shall file one copy, for-
-19 ward one copy to said attorney, and return one
20 copy with his admission of service. Where the
21 principal office of the attorney is located in this
22 commonwealth, service of process may also be had
23 upon all subscribers by serving the attorney at
24 said office. Service of process shall not be had
25 upon subscribers or any of them in any suit or
26 proceeding in this commonwealth, except in the
27 manner provided in this section and any suit or
28 other proceeding may be begun and prosecuted

29 or defended by them under the name or desig-
-30 nation adopted by them.

1 Section 5. There shall be filed with the com-

-2 missioner of insurance of this commonwealth by
3 such attorney, a verified statement giving in the
4 case of fire insurance, the maximum amount of
5 indemnity upon any single risk and such at-
-6 torney shall, whenever and as often as shall be
7 required, file with the commissioner of insurance
8 a verified statement to the effect that he has ex-
-9 amined the commercial rating of such subscribers

[0 as shown by the reference book of a commercial
[ 1 agency having at least one hundred thousand sub-
-9 bribers and that from such examination or from

13 other information in his possession, it appears
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14 that no subscriber has assumed on any fire
15 insurance risk an amount greater than ten per
1G cent of the net worth of such subscriber.

1 Section 6. There shall be maintained at all
2 times assets in cash or securities authorized bv

3 the laws of the state in which the principal office
4 of the attorney is located, for the investment of
5 similar funds of insurance companies doing the
6 same kind of business, in amount equal to fifty
7 per centum of the net annual advance premiums
8 or deposits collected and credited to the accounts
9 of subscribers on policies having one year or less

10 to run and pro rata on those for longer periods,
11 or in lieu thereof, one hundred per centum of the
12 net unearned premiums or deposits collected and
13 credited to the accounts of subscribers. Said
14 assets shall not be charged as a liability. There
15 shall also be maintained as a guaranty fund or
16 surplus, an additional sum in cash or such secur-
-17 ities amounting to not less than one hundred
18 thousand dollars. In addition to the foregoing
19 requirements in the case of employers liability,
20 workmen’s compensation, public liability and
21 automobile insurance, there shall be maintained
22 as a claim or loss reserve in cash or such secur-
-23 ities, assets sufficient to discharge all liabilities
24 on all outstanding losses arising under policies
25 issued, same to be calculated in accordance with
2G the laws of the state relating to similar reserves
27 for companies insuring similar risks. If at any
28 time the amounts on hand are less than the fore-
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29 going requirements, the subscribers or their at-
30 torney for them shall make up the deficiency
31 Net premiums or deposits as used in this act
32 shall be construed to mean the advance premiums

33 or deposits made by subscribers after deducting
34 therefrom the amounts specifically provided in

35 subscribers’ agreements for expenses. When
36 funds other than those which have accrued from
37 premiums or deposits of subscribers are supplied
38 to make up a deficiency as herein provided for,
39 same shall be deposited and held for the benefit
40 of subscribers under such terms and conditions

41 as the commissioner of insui’ance may require
42 so long as a deficiency exists, thereafter to be
43 returned to the depositors

1 Section 7. Such attorney shall within the

2 time limited for filing the annual statement by
3 insurance companies transacting the same kind
4 of business, make a report under oath to the
5 commissioner of insurance for each calendai y eai

6 showing the financial condition of affairs at the

7 office where such contracts are issued, and shall
8 at any reasonable time furnish such additional

may be required:9 information and report
10 provided, however, that the attorney shall not be

11 required to furnish the names and addresses of

12 any subscribers. The records at the office of

13 such attorney shall be subject to examination by

]4 the commissioner of insurance, and such examina-

-15 tion shall be at the expense of the office examined,

jg Where the principal office of the attorney is
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17 located in another state, the commissioner of
18 insurance may in lieu of the examination provided
19 for in this section, accept a certified copy of the
20 report of examination made by the insurance
21 - department of the state where the principal of-
-22 free is located, or by the insurance department
23 of any other state.

1 Section 8. Any corporation now or hereafter
2 organized under the laws of this commonwealth

3 shall in addition to the rights, powers and fran
4 chises specified in its articles of incorporation,
5 have full power and authority as a subscriber to
6 exchange insurance contracts of the kind and
7 character herein mentioned. The right to ex-
-8 change such contracts is hereby declared to be
9 incidental to the purposes for which such corpo-

10 rations are organized, and as much granted as the
11 rights and powers expressly conferred.

1 Section 9. Any attorney who shall exchange
2 any contracts of insurance of the kind and char-
-3 acter specified in this act, or any attorney or
4 representative of such attorney who shall solicit
5 or negotiate any applications for same without
G the attorney first complying with the foregoing
7 provisions, shall be deemed guilty of a misde-
-8 meanor, and upon conviction thereof shall be
9 subjected to a fine of not less than one hundred
0 dollars nor more than one thousand dollars.
1 For the purpose of organization and upon
2 issuance of permit the commissioner of in-
-3 surance and under such conditions as he may
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14 impose, powers of attorney and applications for
15 such insurance contracts may be solicited with-
-16 out compliance with the provisions of this act,
17 but no attorney or other person shall execute or
18 issue any such contracts of insurance until all
19 the provisions of this act shall have been complied
20 with and certificate of authority issued by the
21 insurance department.

1 Section 10. Upon compliance with the’re-
-2 quirements of this act the commissioner of insur-
-3 ance shall issue a certificate of authority to the
4 attorney specifying the name or designation
5 under which such contracts of insurance are
6 issued. The commissioner of insurance may re-
-7 voke or suspend any certificate of authority
8 issued hereunder in the case of breach of any of
9 the conditions imposed by this act after reason-

10 able notice has been given such attorney in writ-
-11 ing so that he may appear and show cause why
12 such action should not be taken. Any attorney

13 who may procure a certificate of authority here-
14 under may have same renewed annually thereafter
15 upon a showing that the standard of solvency

16 required herein has heen maintained and that the
17 fees and taxes prescribed have been paid. Any

18 such certificate of authority issued hereunder shall
19 continue in force and effect until a new certificate
20 of authority is issued or specifically refused.

11. No certificate of authority shall
> be issued in this commonwealth to any attorney
, for subscribers unless such subscribers have
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4 agreed, in the event of excess losses, to pay upon
5 call of the attorney an additional amount at
6 least equal to the current annual premium or
7 deposit.

1 Section 12. The attorney may insert in any
2 form of policy prescribed by the laws of this
3 commonwealth or adopted by this commonwealth,
4 any provisions or conditions required by the plan
s‘of reciprocal or inter-insurance: provided, that
6 same shall not be inconsistent or in conflict with
7 the laws of this commonwealth. Such policies
8 in lieu of conforming with the language and
9 form prescribed by such laws shall be held to

10 conform thereto in substance if such policy in-
-11 eludes a provision or endorsement reciting that
12 the policy shall be construed as if in the language
13 and form prescribed by such law. Any such
14 endorsement shall first be filed with the com-
-15 missioner of insurance.

1 Section 13. In lieu of all other taxes, licenses
2 or fees, state or local, such attorney shall pay as
3 a preliminary admission fee and annually there-
-4 after with the filing of the annual statement, the
5 sum of twenty dollars and in addition thereto an
6 annual tax of two per cent of the gross deposits
7 collected from subscribers of this commonwealth
8 during the preceding calendar year, deducting
9 therefrom returns for cancelled policies, con-

10 siderations paid for reinsurance and all amounts
11 returned to subscribers or credited to their
12 accounts as unused deposits.
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1 Section 14. All laws or parts of laws in con--2 flict herewith be and the same are hereby repealed

3 m so far as they are in conflict with this act.

1 Section 15. This act shall take effect from2 and after its passage.
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