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ChapA88 An Act establishing additional financial requirements
FOR MUTUAL LIABILITY INSURANCE COMPANIES.

Whereas, The deferred operation of this act would tend to

defeat its purpose, therefore it is hereby declared to be an
emergency law, necessary for the immediate preservation of

the public convenience.

Be it enacted, etc., as folloios:

Section 1. Section ninety-three of chapter one hundred
and seventy-five of the General Laws, as appearing in the

Tercentenary Edition, is hereby amended by striking out the

first paragraph and inserting in place thereof the following

paragraph : — No policy shall be issued by a mutual com-
pany formed to transact business under any one or more of

the subdivisions of the sixth clause of section forty-seven

until it has secured applications for insurance on risks in the

commonwealth, the premiums on which shall amount to not

less than one hundred thousand dollars and it has satisfied

the commissioner that such premiums have been actually

paid to it in full in cash, nor, if it proposes to transact busi-

ness under subdivision (6) of said sixth clause, until it has

also established a fully paid-up guaranty capital of not less

than two hundred thousand dollars, nor, if it proposes to

transact business under subdivision (e) of said clause, until

it has also made arrangements satisfactory to the commis-
sioner, by reinsurance, as provided in section twenty, to

protect it from extraordinary losses caused by any one
disaster. Such guaranty capital shall be subject to all the

provisions of section seventy-nine relative to the guaranty
capital of a domestic mutual fire company, except as here-

inafter and in section ninety-three D provided, and except

that the maximum limitation of amount set forth in section

seventy-nine shall not apply. While a company is transact-

ing business under said subdivision (b) of said clause sixth,

the provisions of section seventy-nine relative to the retire-

ment of the guaranty capital shall not apply, nor shall the

provisions of said section relative to the reduction of such

capital authorize the reduction of its guaranty capital below
two hundred thousand dollars. The guaranty capital shall

be maintained as long as the company transacts business

under said subdivision (6) of said clause sixth.

Section 2. The first paragraph of section six of chapter

one hundred and seventy-five of the General Laws, as most
recently amended by section one of chapter four hundred
and seventy-two of the acts of the current year, is hereby

further amended by inserting after the words "section

ninety B" the words: — or ninety-three, — so that said

paragraph will read as follows :
— If it appears to the com-

missioner that the capital of a domestic stock company other

than a life company is impaired to the extent of one quarter

or more on the basis fixed by sections ten to twelve, inclusive,

but that the company can with safety to the public and its
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policyholders be permitted to continue to transact business,

he shall notify the company in writing that its capital is le-

gally subject to be made good as provided in section sixty-

nine. If such a company other than a life company shall

not within three months after receiving such notice satisfy

the commissioner that it has fully made good its capital

or reduced it as provided in section seventy-one, or, if he is

satisfied that any domestic company is insolvent or in an
unsound financial condition, or that its business policies

or methods are unsound or improper, or that its condition or

management is such as to render its further transaction of

business hazardous to the pubUc or to its policyholders

or creditors, or that it is transacting business fraudulently or

that it or its officers or agents have refused to submit to

an examination under section four or seventy-three, 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 that, when its assets are less than its

habihties, inclusive of unearned premiums but exclusive of

capital, if any, it has attempted or is attempting to the dis-

advantage of policyholders who have sustained losses to pre-

fer or, has preferred, by reinsurance, poficyholders who have
sustained no losses, he shall, except as provided in section

one hundred and eighty B or one hundred and eighty C, or,

if he is satisfied that any domestic company has exceeded
its powers or has violated any provision of law, or that the

amount of its funds, insurance in force or premiums or num-
ber of risks is deficient or that its guaranty capital under
section ninety B or ninety-three or its guaranty fund under
section ninety C is impaired, as set forth in sections twenty-
three, seventy-four, ninety-three D and one hundred and
sixteen, he may, apply to the supreme judicial court for an
injunction restraining it in whole or in part from further

proceeding with its business and for the appointment of a
receiver or receivers. The court may issue a temporary
injunction and appoint one or more temporary receivers

forthwith, and it may after a full hearing make the injunc-

tion permanent and appoint one or more permanent re-

ceivers to take possession of all the property and effects of

the company, to settle its affairs, and to distribute its assets,

subject to such rules and orders as the court may prescribe.

In the case of a domestic company transacting business in

any other reciprocal state, as defined in section one hundred
and eighty A, the commissioner, instead of proceeding under
this section, may institute a proceeding under section one
hundred and eighty B or one hundred and eighty C.
Section 3. Section fifty-four of said chapter one hun- g. l. (Ter.

dred and seventy-five, as appearing in the Tercentenary amendJd.'
^ ^^'

Edition, is hereby amended by striking out clause (e) and
inserting in place thereof the following: —

(e) Any one or more of the fourth, fifth, sixth, seventh,
Ss'^s'^thich"'*'

eighth, ninth, tenth, twelfth and thirteenth clauses, if au- may be com-

thorized to transact business under any one of said clauses, ufn mwtuaT
companies.
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provided that before transacting business under any such
additional clause, other than the fourth, it shall have net
cash assets over all its liabilities, computed on the basis

fixed by sections ten to twelve, inclusive, of not less than one
hundred thousand dollars for each additional clause, which
net cash assets shall be maintained as long as it transacts
business under such additional clause ; and provided further,

that before transacting business under the fourth clause, it

shall have a fully paid-up guaranty capital as provided in

section ninety B or a guaranty fund as provided in section

ninety C, and net cash assets, so computed, exclusive of

said capital or fund, of not less than one hundred thousand
dollars, and that before transacting business under sub-
division (6) of the sixth clause, it shall have a fully paid-up
guaranty capital as provided in section ninety-three in addi-
tion to the net cash assets hereinbefore required for trans-

acting business under the sixth clause. Any mutual com-
pany transacting business under this clause may accumulate
and maintain the net cash assets required hereunder in

addition to the amount permitted by section eighty. The
provision of section twenty-one that a mutual boiler com-
pany may insure in a single risk an amount not exceeding
one fourth of its net assets shall not apply to any mutual
company transacting business under this clause.

Section 4. Said chapter one hundred and seventy-five

is hereby further amended by striking out section ninety-

three B, as so appearing, and inserting in place thereof the
following: — Section 93B. No policy shall be issued by a
mutual company formed to transact business under clause

(d) of section forty-eight A until it has secured the applica-

tions for insurance required by sections ninety-two, ninety-

three and ninety-three A, or any of them, in respect to the

classes of business which it proposes to transact, nor, if it

proposes to transact business under clause fourth of section

forty-seven, until it has established the fully paid-up guar-

anty capital required by section ninety B, nor, if it proposes

to transact business under subdivision (b) of clause sixth of

section forty-seven, until it has established the fully paid-up
guaranty capital required by section ninety-three.

Section 5. Said chapter one hundred and seventy-five

is hereby further amended by striking out section ninety-

three C, as so appearing, and inserting in place thereof the

following : — Section 93C. Any mutual company formed or

authorized to transact business under the third, fifth, sixth,

seventh, eighth, ninth, tenth, twelfth or thirteenth clause of

section forty-seven or under clause (h), (c) or (d) of section

forty-eight A may, except as provided in sections ninety B
and ninety-three, at any time establish a guaranty capital

as provided in and subject to the provisions of section

seventy-nine.

Section 6. Said chapter one hundred and seventy-five

is hereby farther amended by striking out section ninety-

three D, as so appearing, and inserting in place thereof the
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following:— Section 93D. No domestic mutual company Companies

transacting business under clause three, five, six, seven, nes^! wLnf*

"

eight, nine, ten, twelve or thirteen of section forty-seven,

or under clause (&), (c) or (d) of section forty-eight A, whose
amount of insurance in force or premiums or number of risks

on its books become at anj^ time from any cause less than

the amounts or number required by section ninety A, ninety-

two, ninety-three, ninety-three A or ninety-three B, and no
mutual company transacting business under the fourth clause

of section forty-seven whose guaranty capital required by
section ninety B or whose guaranty fund established under
section ninety C is impaired on the basis fixed by sections

ten to twelve, inclusive, and no mutual company transact-

ing business under subdivision (6) of the sixth clause of

section forty-seven whose guaranty capital required by sec-

tion ninety-three is so impaired, shall make any further in-

surance until it has secured applications for policies which
shall restore the amount of insurance or premimns or num-
ber of risks to the amounts and number required by said

section ninety A, ninety-two, ninety-tliree, ninety-three A
and ninety-three B, nor until such guaranty capital or guar-

anty fund is restored to the amount required by said section

ninety B, ninety C or ninety-three, nor until such company
in any case has obtained a certificate as provided in section

seventy-four.

Section 7. Clause Second of section one hundred and g. l. (Ter.

fifty-one of said chapter one hundred and seventy-five, as § I'si, etc..

amended by section one of chapter one hundred and seven amended.

of the acts of nineteen hundred and thirty-three, is hereby
further amended by striking out subdivision (3) (c) and
inserting in place thereof the following:— (c), if it proposes conditions

to transact business under the sixth clause of said section of adniission

forty-seven, net cash assets, so computed, of not less than companies,

two hundred thousand dollars, or net cash assets, so com-
puted, of not less than one hundred thousand dollars and
contingent assets of not less than four hundred thousand
dollars; provided, that before transacting business under
subdivision (6) of said sixth clause it shall in addition have
a fully paid-up guaranty capital established in accordance
with the laws of its home state of two hundred thousand
dollars, unimpaired on the basis fixed by sections ten to

twelve, inclusive.

Section 8. Said clause Second of said section one hun- q ^ (Ter.

dred and fifty-one, as so amended, is hereby further amended Ed ), 175.
^

by striking out subdivision (3) (/) and inserting in place amended^

thereof the following:— (/), if it proposes to transact busi- same

ness under any two or more of the fourth, fifth, sixth, seventh, subject.

eighth, ninth, tenth, twelfth and thirteenth clauses of said

section forty-seven, net cash assets, computed as aforesaid,

at least equal to the amount of capital required by said

sections forty-eight and fifty-one of a domestic stock com-
pany transacting the same classes of business, or net cash
assets, computed as aforesaid, of not less than seventy-five
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thousand dollars and contingent assets of not less than one
hundred and fifty thousand dollars, for each clause under
which it proposes to transact business; provided, that it

shall in addition thereto have the guaranty capital or guar-
anty fund and net cash assets required by (6) hereof if it

proposes to transact business under said fourth clause, and
in addition thereto the net cash or net cash and contingent
assets required by (c) hereof if it proposes to transact
business under said sixth clause, and in addition thereto
the guaranty capital required by (a) hereof, if it proposes
to transact business under subdivision (6) of said clause
sixth;

Section 9. This act shall not apply to any mutual in-

surance company which, prior to its effective date, is author-
ized to issue policies under subdivision (6) of clause sixth of

section forty-seven of chapter one hundred and seventy-five
of the General Laws. Approved August 12, 1939.

G. L. (Ter.
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C/iap.489 An Act providing for the equitable distribution of
REJECTED RISKS AMONG INSURERS OF WORKMEN'S COM-
PENSATION, AND THE POOLING OF LOSSES IN CONNECTION
WITH SUCH RISKS.

Be it enacted, etc., as follows:

Chapter one hundred and fifty-two of the General Laws
is hereby amended by inserting after section sixty-five, as

amended, under the caption assignment of rejected risks
AND POOLING, the following thirteen new sections :

— Sec-

tion 65A . Any employer whose apphcation for workmen's
compensation insurance has been rejected or not accepted
within five days by two insurers may appeal to the depart-
ment, and if it shall appear that such employer has complied
with or will comply substantially with all laws, orders, rules

and regulations in force and effect relating to the welfare,

health and safety of his employees, and shall not be in default

of payment of any premium for such insurance, then the
department shall certify to the commissioner of insurance

that such employer is entitled to workmen's compensation
insurance. The commissioner of insurance shall thereupon
designate an insurer who shall forthwith, upon the receipt

of the payment for the premium therefor, issue to such
employer a policy of insurance contracting to pay the com-
pensation provided for by this chapter. The commissioner
of insurance shall make equitable distribution of such risks

among insurers in such manner that, so far as practicable,

no insurer will be assigned a larger proportion of premiums
under assigned policies during any calendar year than that

which the total of workmen's compensation premiums written

in the commonwealth by such insurer during the previous

calendar year bears to the total workmen's compensation
premiums written in the commonwealth by all insurers dur-

ing the previous calendar year.

Distribution
of risks.


