
Department of Banking and Insurance,
Division of Insurance,

100 Nashua Street, Boston, November 28, 1945.

To the General Court of the Commonwealth of Massachusetts.
In compliance with the provisions of section 33 of

chapter 30 of the General Laws, as amended, a copy of the
recommendation for legislation to be contained in the
annual report of the Commissioner of Insurance (Pub.
Doe. No. 9) is submitted herewith, together with draft
of bill embodying the legislation recommended. This
draft has been submitted to the Counsel for the House,
as required by law.

CHARLES F. J. HARRINGTON

HOUSE No. 50

Clje Commontoealtfc of

Commissioner of Insurance.
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The recommendations of the Commissioner of Insurance
submitted to the 1945Legislature were made a few months
after the decision of the United States Supreme Court in
the case of The United States of America v. South-Eastern
Underwriters Association, et al. (hereafter referred to as
the S. E. U. A. case). This decision completely reversed
the fundamental basis underlying state regulation of
insurance business by holding that insurance was com-
merce.

Immediately following the announcement of the deci-
sion the National Association of Insurance Commis-
sioners met in annual session in Chicago. During the
course of that session attention -was concentrated on the
repercussions and effects of the decision upon insurance
business and the insurance laws of the several States.

A sub-committee on federal legislation was asked to
consider and report on this subject. The following is an
extract from a pamphlet entitled “Legislative Proposal,”
which was submitted to the Congress of the United States
by the Executive Committee of the National Association
of Insurance Commissioners, in November, 1944.

Cbe Commontoealtb of

RECOMMENDATION RECODIFICATION
OF INSURANCE LAWS.

Extract from Pamphlet entitled Legislative Proposal

Procedure and Activities of the Sub-Committee
This Sub-Committee on Federal Legislation was appointed by the

Executive Committee of the National Association of Insurance Com-
missioners on October 7, 1943. It was directed to function as a fact-
finding body in connection with existing and proposed federal legisla-
tion. Logically, when the decision in the South-Eastern Underwriters
case was made, the sub-committee’s efforts became more intensified.



1946.] HOUSE No. 50. CI

Consequently, pursuant to a resolution adopted at the meeting of the
National Association of Insurance Commissioners held at Chicago in
Juneof this year, it undertook the task of making specific recommenda-
tion to the Executive Committee of the Association not later than
September 1 of this year.

Notices of its meetings were widely publicized. All interested per-
sons were invited to appear. Requests were made for the submission
of memoranda and briefs so that the sub-committee would have the
benefit of any technical research made into this problem by others.
These were supplemented by public and private hearings at which
interested parties expressed their views orally. In addition to these
sources of information, the various members of the sub-committee,
representing a geographical cross section of the country, each one the
chief administrator of the insurance department in his own State, had
available to them the facilities and background of their respective
insurance departments, all of them with histories extending back
many decades. All material and evidence presented were carefully
weighed.

Declaration in Favor of State Regulation.

As a result of its deliberations the sub-committee found an over-
whelming sentiment for the retention of state regulation. The argu-
ments advanced in its favor were compelling. Chief and foremost
among them was the fact undisputed that because the States
are closer to the people than is the nation, they are better able to deal
with insurance problems arising in their several jurisdictions.

Second, and of equal importance, is the fact that the insurance
business does not lend itself to a rigid, centralized control. Flexibility
is of the essence. Regulation must be geared to regional and sectional
needs.

A third and equally persuasive reason, although one which flows
from the first two, is the record of the business in this country, extend-
ing back over one hundred years, and the service which it has rendered
to the public. No industry could have thrived to the extent that the
insurance industry has, nor could the public have gained as it has, if
either the philosophy or administration of state regulation had been
unsound.

The enclosed report of the Sub-Committee on Federal
Legislation of the Executive Committee of the National
Association of Insurance Commissioners, dated March 10,
1945, with accompanying exhibits, sets forth the events
which preceded the enactment and approval of Senate 340
which became Public Law No. 15 when signed by the
President. (See Exhibit A.)
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I am also attaching the statement of the President
which accompanied the bill when he affixed his signature
thereto. (See Exhibit G).

This report was unanimously approved by the National
Association of Insurance Commissioners, thereby repre-
senting a national point of view in insurance supervisory
circles.

The attitude of the Congress in enacting this bill is
succinctly explained in Report No. 143, House of Repre-
sentatives, 79th Congress, Ist Session, dated February 13,
1945, as follows:

In the considered judgment of your committee, S. 340, as amended,
represents a most commendable effort on the part of insurance com-
panies and state insurance commissioners to effect the adjustments
and reorganization in and among the financial operations of insurance
companies and in state laws which have been made necessary by the
decision in the South-Eastern Underwriters Case. It should be empha-
sized that the bill has received the overwhelming endorsement of the
principal national organizations of state insurance commissioners,
insurance executives, agents, brokers and underwriters, including the
National Association of Insurance Commissioners, the American Life
Convention, the American Mutual Alliance, the Association of Casualty
and Surety Executives, the Inland Marine Underwriters Association,
the National Association of Insurance Agents, the National Associa-
tion of Mutual Insurance Agents, the National Board of Fire Under
writers, Insurance Executives Association, National Association of
Insurance Brokers, Inc., the National Association of Casualty and
Surety Agents, the Surety Association of America, the National
Fraternal Congress of America, and the Health and Accident Under-
writers Conference. Opportunity is granted to the state legislatures
during their present and forthcoming sessions for 1945, 1946 and 1947
to consider the welfare of policyholders.

Enactment of this bill will (1) remove existing doubts as to the
right of the States to regulate and tax the business of insurance, and
(2) secure more adequate regulation of such business.

The enactment of Public Law No. 15 by the 79th
Congress makes it imperative that prompt action be
taken to bring state laws into line with the decision of the
court in the South-Eastern Underwriters Case.

Several States have completely revised their laws since
the last revision in our State, among them such leading
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insurance States as Illinois and New York. The State of
Washington last revised its laws in 1911, and, acting under
the authority conferred by the Legislature, a revision and
recodification of its insurance laws is progressing under
the supervision of a special deputy insurance commis-
sioner.

The insurance laws of this Commonwealth have not
been revised since 1907, and the present is an appropriate
time for such an undertaking.

Many amendments to the insurance law (chapter 175)
have been made in the intervening period, with the result
that the present statute is unwieldy, poorly arranged and
contains antiquated language. Some of its provisions are
not entirely clear.

It is desirable to have a modern insurance code which
reflects changes rendered necessary or desirable because
of changes in the general economic structure, insurance
practices, and federal legislation and regulations.

The various sections of the law should be rearranged
under several titles so that each section can be found in its
proper location.

A codification and revision of the insurance laws will
strengthen state insurance supervision and thereby
lessen the necessity or the desire for federal insurance
regulation.

The committee on Federal Legislation and the com-
mittee on Rates and Rating Organizations, of which your
Commissioner of Insurance is chairman, is giving further
consideration to ways and means of dealing with the
impact upon state supervision of insurance of the Sher-
man Act, Clayton Act, the Robinson-Patman Act and the
Federal Trade Commission Act. The result of the
studies of these committees and their recommendations
will be made available to your Committee as they are
developed. The semi-annual meeting of the National
Association of Insurance Commissioners will be held at
Grand Rapids, Michigan, on December 2 to 6, inclusive,,
and action taken at that meeting concerning the matters
here discussed will be reported orally to the Committee



HOUSE No. 50. [Jan.6

on Insurance of the Legislature in due course. Because
of statutory requirements with respect to the filing of
recommendations of the Commissioner of Insurance, it is
impossible to record in this document such information.

The order of the General Court, adopted July 20, 1945,
authorized the committee on Insurance to sit during the
recess of the General Court for the purpose of making an
investigation and study of certain specific subjects covered
by the order. It does not appear the Committee has
been granted sufficiently comprehensive authority to
adequately deal with the impact of the S. E. U. A. case
and to ‘ ‘ secure more adequate regulation of such insurance
business.” (Report No. 143, House of Representatives,
79th Congress, First Session.)

There are many specific recommendations which could
be advanced to the 1946 legislative session, but a proposal
for a general revision and recotlification of the insurance
statutes being all inclusive, if adopted, affords us an
opportunity to make the specific recommendations as the
work of the revision progresses.

We therefore recommend the enlargement of the au-
thority of the Insurance committee, sitting as a Special
Commission, for the purpose of revising, recodifying and
recommending any necessary changes, additions or amend-
ments to the present insurance laws and laws relating to
taxation of insurance in this Commonwealth. A resolve
giving effect to this recommendation is included herewith.

A less comprehensive undertaking would in our opinion
result in possible omissions of changes required to bring
our laws into harmony with Public Law No. 15.

If rate regulation is to be extended and made effective
as of January 1, 1948, it would be advisable for the law
to be enacted at the earliest possible moment, in order
that provision may be made for the acquisition of the
technical help and arrangement of work within the De-
partment to assure such effective affirmative regulation
of the insurance business as will be necessary to meet the
requirements of the Congress as expressed in congres-
sional reports and in Public Law No. 15.
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INTERIM REPORT OF THE SUB-COMMITTEE
ON FEDERAL LEGISLATION OF THE EX-
ECUTIVE COMMITTEE OF THE NATIONAL
ASSOCIATION OF INSURANCE COMMIS-
SIONERS.

On March 9, 1945, S. 340, the so-called insurance bill
became law when President. Roosevelt affixed his signa-
ture thereto. A copy of the new law is attached hcretc
and marked Exhibit A.

Following the preparation of the Commissioners’ leg-
islative proposal with its attached memorandum of ex-
planation in November, 1944, Commissioner Johnson,
by direction of the December, 1944, meeting of the Na-
tional Association of Insurance Commissioners, proceeded
to Washington accompanied by Commissioner Harring-
ton, chairman of the Sub-Committee on Federal Legisla-
tion. A series of conferences were held with members
of Congress, the Attorney General and representatives of
the insurance business.

At that time the 78th Congress was drawing to a close.
It was the consensus of opinion that immediate legislative
relief was required because existing state regulatory and
taxing statutes were being questioned and in some respects
challenged. Believing that unanimity of opinion would
produce legislation in the 78th Congress, Commissioners
Johnson and Harrington, acting for the Commissioners,
consented to a compromise draft of the Commissioners’
legislative proposal, a copy of which compromise is
attached hereto and marked Exhibit B. This measure was
introduced on the last day of the session by Senators
McCarran and Ferguson. On the same day Senators
O’Mahoney and Hatch introduced another bill, a copy of
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which is attached hereto and marked Exhibit C. Neither
of these measures was acted upon before the termination
of the 78th Congress. Commissioners Johnson and
Harrington, in a letter to Senator O’Mahoney, dated
December 10, 1944, made plain that the concession was
made by the Commissioners for the sole purpose of obtain-
ing legislation during the 78th Congress. (See Exhibit
D attached hereto.)

When the 79th Congress convened Commissioners
Johnson and Harrington returned to Washington. As a
result of further conferences, and because of the press of
time, a new compromise measure was drafted which like-
wise departed in some respects from the text of the
original Commissioners’ proposal. It was transmitted
by the Commissioners to the Honorable Pat McCarran,
chairman of the Judiciary Committee of the Senate. A
copy of the letter of transmittal signed by the interested
parties on January 12, 1945, is attached hereto and marked
Exhibit E, and the proposed bill is also attached hereto,
marked Exhibit F. Although their names do not appear
on the letter of transmittal, the National Fraternal Con-
gress and the Accident and Health Underwriters Confer-
ence also endorsed the bill in telegrams subsequently sent
to Chairman McCarran. This bill was introduced by
Senators McCarran and Ferguson and became the orig-
inal S. 340. It was amended in committee and reported
favorably by the committee on January 24, 1945 (see
Senate Report No. 20). The bill was thereafter amended
on the floor (see Congressional Record of January 25,
1945).

Representative Walter introduced a companion measure
in the House, known as H. R. 1973. This bill was likewise
amended in the House Judiciary Committee and was
favorably reported (see House Report No. 68). On mo-
tion of Representative Walter, S. 340, which had been
referred by the Senate to the House for concurrence, was
amended by striking out all of the bill following the enact-
ing clause and substituting the subject matter of H. R.
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1973 in lieu thereof (see Congressional Record of February
14, 1945).

Due to the difference in text the bills were referred to a
conference committee composed of Senators McCarran,
Ferguson and O’Mahoney, and Representatives Sumners,
Walter and Hancock. The conference committee report
is dated February 22, 1945, and will be found as House
Report No. 213. The conference committee report was
adopted by both Houses, without debate in the House and
with debate in the Senate (see Congressional Records of
February 26 and 27, 1945).

Comparison of the Various Bill
A comparison of the bill as it was finally enacted with

the text of the original Commissioners’ proposal of Novem-
ber, 1944, as well as reference to the congressional debates,
establishes clearly that the Commissioners’ draft was used
as a foundation for the bill. In drafting the bill Congress
used almost verbatim those portions of the Commission-
ers’ proposal relating to the doctrine of congressional
silence and the affirmative expression of the congressional
will in so far as they affect state regulation and taxation.
That phase of the Commissioners’ proposal constituted
one of its major aspects, and the incorporation of it in the
bill as it was finally' adopted is most gratifying.

Likewise, the final draft specifically provides, as did
the Commissioners’ original text, that the National Labor
Relations Act and the Fair Labor Standards Act shall
apply to the insurance business.

Those portions of the bill covering the territories to
which it is applicable and the separability clause are iden-
tical with the text of the Commissioners’ original proposal.

In the Commissioners’ deliberations preceding the
drafting of the Commissioners’ legislative proposal, and
throughout all conferences preceding the enactment of the
bill, the Commissioners were insistent that even though a
moratorium on the application of the anti-trust laws were
to be granted, boycotting, coercion and intimidation were
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to be barred forthwith. Provision was made to that effect
in the Commissioners’ original text and is embodied in the
bill as it finally passed.

The Commissioners’ original proposals as to a morato-
rium on the Sherman and Clayton Acts were also embodied
in the law as it was finally enacted, with a variation as to
the effective date.

So much for the respects in which the Commissioners’
proposals were generally adopted. We turn now to the
respects in which the final product differed from the pro-
posals originally advanced by the Commissioners.

The Commissioners’ draft made no reference to the
so-called Merchant Marine Act of 1920. Congress pro-
vided that the bill should not affect that law.

The Commissioners asked for complete exemption from
the Federal Trade Commission Act. The final bill pro-
vides that after the expiration of the moratorium the
Federal Trade Commission Act shall be applicable to
the business of insurance “to the extent that such busi-
ness is not regulated by state law.” The expression in
quotation marks will be the subject of further comment
elsewhere in this report.

The Commissioners also asked for outright exemption
from the Robinson-Patman Act. Congress has provided
specifically that the Robinson-Patman Act shall not
apply to the insurance business up to January 1, 1948.
We are uncertain as to the applicability of that act to the
business of insurance after that date for the following
reason. Part of the Robinson-Patman Act (15 U. S. C. A.
13-13 (a)) is a part of the Clayton Act (15 11. S. C. A. 12-
27). Section 2 (6) of the bill provides that after January
1, 1948, the Clayton Act shall be applicable to the busi-
ness of insurance “to the extent that such business is not
regulated by state law.” Section 3 (a) of the statute
provides that until January 1, 1948, the Robinson-
Patman Act shall not apply to the business of insurance
or to acts in conduct thereof. The specific mention of the
Robinson-Patman Act in Section 3 (a) suggests, or at
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least it can be so argued, that Congress intended that
after January 1, 1948, that act should apply to the insur-
ance business without limitation of any kind. On the
contrary, the provision in Section 2 (6) that the Clayton
Act, of which part of the Robinson-Pat man Act is a part
shall be applicable to the business of insurance “to the
extent that such business is not regulated by state law,”
suggests that after January 1, 1948, the Robinson-
Patman Act, or at least part of it, shall be in the same
category as the Federal Trade Commission Act.

This brings us to a consideration of the Sherman and
Clayton Acts. In the Commissioners’ original text it was
provided that there should be a moratorium on the
Sherman and Clayton Acts until July 1, 1948. After that
date the Sherman Act w r as to apply to the insurance

business, but certain enumerated co-operative efforts,
set forth in section 4 (5) of the Commissioners’ proposal,
were to be exempted therefrom. The first exemption
applied to concerted action in the field of rate making
and contemplated state supervision. In the bill finally
adopted by Congress the specific activities enumerated
in the Commissioners’ proposal were omitted, and in
lieu thereof the Congress provided that the Sherman Act,
the Clayton Act and the Federal Trade Commission Act
should all be applicable to the business of insurance “to
the extent that such business is not regulated by the
state law.” In short, a general provision was substituted
for the specific language employed by the Commissioners.

The exact meaning of the expression, “to the extent
that such business is not regulated by state lawr ,” has
been the subject of discussion in the sub-committee.
The debate in the United States Senate following the
report of the conference committee indicated differences
of opinion as to the effect of the language quoted. Some
Senators felt that this language gave those States which
enacted legislation on the subject the right to modify
and even eliminate the applicability of the Sherman and
Clayton and Federal Trade Commission Acts to the
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business of insurance, depending upon the extent of the
state legislation enacted. Indeed, it was suggested that
this language permitted the States to adopt ineffective
legislation or, as one Senator put it, “to go through the
form of regulation merely in order to put insurance com-
panies within that State on an island of safety from con-
gressional regulation.” It was argued that the States
would not abuse the privilege thus conferred upon them,
and that if by any chance they did, Congress could
immediately pass additional corrective legislation. On
the contrary, it was asserted that the legislation did not
contemplate ineffective state regulation. This reasoning
was based upon the premise that the word “regulated”
as used in the quoted language had a very definite mean-
ing and contemplated not mere permissive action uncon-
trolled by state authorities, but affirmative, effective
regulation of the type described by the President in his
letter of January 2, 1945, to Senator Radcliffe, and
emphasized in the President’s memorandum made public
at the time he signed the bill.

The decision of the United States Supreme Court in
the South-Eastern Underwriters Case confronted Con-
gress, the state legislatures and the insurance commis-
sioners with a problem the task of preserving state
regulation and at the same time not emasculating the
federal anti-trust laws. The final product does not go as
far in some respects as the Commissioners had hoped,
and goes farther in others, a situation which frequently
occurs when compromises must be made. It is apparent ,

however, that a sincere effort was made to reconcile
conflicting views as to the best manner of regulating the
insurance business in the public interest.

In so far as this sub-committee is concerned our posi-
tion is clear. We believe in state regulation and this bill
recognizes that principle. Under this bill effective state
regulation is required if state regulation is to be preserved.
The bill presents a challenge to the States. We believe
the States can meet that challenge. We restate the
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fundamental principle to which we have consistently
adhered, namely, that the States are under an obligation
to provide effective state regulation. Those States whose
statutes are deficient in that respect should immediately
address themselves to the task of securing appropriate
legislation designed to meet this new development.

Respectfully submitted,
CHARLES F. J. HARRINGTON,

Chairman

NEWELL R. JOHNSON.
JAMES M. McCORMACK.
EDWARD L. SCHEUFLER
ROBERT E. DINEEN.
J. EDWIN LARSON

NewYork, N. Y., March 10, 194
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Exhibit A .

S. 340

Begun and held at the City of Washington on Wednesday, the
third day of January, one thousand nine hundred and
fortv-five.

AN ACT TO EXPRESS THE INTENT OF THE CONGRESS
WITH REFERENCE TO THE REGULATION OF THE
BUSINESS OF INSURANCE.

SEVENTY-NINTH CONGRESS OF THE UNITED STATES OF
AMERICA, AT THE FIRST SESSION.

Be it enacted by the Senate and House of Representatives of
the United. States of America in Congress assembled, That the
Congress hereby declares that the continued regulation and
taxation by the several States of the business of insurance is
in the public interest, and that silence on the part of the Con-
gress shall not be construed to impose any barrier to the regula-
tion or taxation of such business by the several States.

Sec. 2. (a) The business of insurance, and every person
engaged therein, shall be subject to the laws of the several
States which relate to theregulation or taxation of such business.

(6) No Act of Congress shall be construed to invalidate,
impair, or supersede any law enacted by any State for the pur-
pose of regulating the business of insurance, or which imposes a
fee or tax upon such business, unless such Act specifically
relates to the business of insurance: Provided, That after
January 1, 1948, the Act of July 2, 1890, as amended, known as
the Sherman Act, and the Act of October 15, 1914, as amended,
known as the Clayton Act, and the Act of September 26, 1914,
known as the Federal Trade Commission Act, as amended,
shall be applicable to the business of insurance to the extent
that such business is not regulated by State law.
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Sec. 3. (a) Until January 1, 1948, the Act of July 2, 1890,
as amended, known as the Sherman Act, and the Act of October
15, 1914, as amended, known as the Clayton Act, and the Act
of September 26, 1914, known as the Federal Trade Commission
Act, as amended, and the Act of June 19, 1936, known as the
Robinson-Patman Anti-Discrimination Act, shall not apply
to the business of insurance or to acts in the conduct thereof.

(b) Nothing contained in this Act shall render the said
Sherman Act inapplicable to any agreement to boycott, coerce,
or intimidate, or act of boycott, coercion, or intimidation.

Sec. 4. Nothing contained in this Act shall be construed to
affect in any manner the application to the business of insurance
of the Act of July 5, 1935, as amended, known as the National
Labor Relations Act, or the Act of June 25, 1938, as amended,
known as the Fair Labor Standards Act of 1938, or the Act of
June 5, 1920, known as the Merchant Marine Act, 1920.

Sec. 5. As used in this Act, the term “State” includes the
several States, Alaska, Hawaii, Puerto Rico, and the District of
Columbia.

Sec. 6. If any provision of this Act, or the application of
such provision to any person or circumstances, shall be held
invalid, the remainder of the Act, and the application of such
provision to persons or circumstances other than those as to
which it is held invalid, shall not be affected.
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Exhl B i t B

H. R. 3270

December 18 (legislative day, November 21), 1944, ordered to
lie on the table and to be printed.

Intended to be proposed by Mr. McCarran and Mr. Ferguson
to the bill (H. R. 3270) to affirm the intent of the Con-
gress that the regulation of the business of insurance
remain within the control of the several States and that
the Acts of July 2, 1890, and October 15, 1914, as amended,
be not applicable to that business, viz.: Strike out all
after the enacting clause and insert in lieu thereof the
following:

That the Congress hereby declares that the continued regula-
tion and taxation by the several States of the business of
insurance is in the public interest, and that silence on the part
of the Congress shall not be construed to impose any barrier
to the regulation or taxation of such business by the several
States.

Sec. 2. (a) The business of insurance, and every person
engaged therein, shall be subject to the laws of the several
States which relate to the regulation or taxationof such business.

(h) No Act of Congress shall be construed to invalidate,
impair, or supersede any law enacted by any State for the
purpose of regulating the business of insurance, or which
imposes a fee or tax upon such business, unless such Act spe-
cifically so provides.

78TH CONGRESS, 2D SESSION, IN THE SENATE OF THE
UNITED STATES

AMENDMENT (IN THE NATURE OF A SUBSTITUTE)
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Sec. 3. Nothing contained in the Federal Trade Commission
Act, as amended, or the Act of June 19, 1936 known as the
Robinson-Patman Anti-Discrimination Act, shall apply to the
business of insurance or to acts in the conduct of that business.

Sec . 4. (o) Until July 1, 1948, the Act of July 2, 1890, as
amended, known as the Sherman Act, and the Act of October
15, 1914, as amended, known as the Clayton Act, shall not
apply to the business of insurance, or to acts in the conduct of
such business.

(b) Nothing contained in this section shall render the said
Sherman Act inapplicable to any act of boycott, coercion, or
intimidation.

Sec. 5. Nothing contained in this Act shall be construed
to affect in any manner the application of the business of
insurance of the National Labor Relations Act, as amended,
or the Fair Labor Standards Act of 1938, as amended.

Sec. 6. As used in this Act, the term “State” includes the
several States, Alaska, Hawaii, Puerto Rico, and the District
of Columbia.

Sec. 7. If any provision of this Act, or the application of such
provision to any person or circumstances, shall be held invalid,
the remainder of the Act, and the application of such provision
to persons or circumstances other than those as to which it is
held invalid, shall not be affected thereby.
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Exhibit C

H. R. 3270,

December 18 (legislative day, November 21), 1944, ordered to
lie on the table and to be printed

Intended to be proposed by Mr. O’Mahoney (for himself and
Mr. Hatch) to the bill (H. R. 3270) to affirm the intent
of the Congress that the regulation of the business of
insurance remain within the control of the several States
and that the Acts of July 2, 1890, and October 15, 1914,
as amended, be not applicable to that business, viz.:
Strike out all after the enacting clause and insert in lieu
thereof the following:

That the Congress hereby declares that the continued regula-
tion and taxation by the several States of the business of insur-
ance is in the public interest, and that silence on the part of
Congress shall not be construed to impose any barrier to the
regulation or taxation of such business by the several States.

Sec. 2. (a) The business of insurance, and every person
engaged therein, shall be subject to the laws of the several
States, which relate to the regulation or taxation of such
business.

(b) No Act of Congress shall be construed to invalidate,
impair, or supersede any law enacted bj' any State for the pur-
pose of regulating the business of insurance, or which imposes
a fee or tax upon such business, unless such Act specifically so
provides.

78TH CONGRESS, 2D SESSION, IN THE SENATE OF THE
UNITED STATES

AMENDMENT
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Sec. 3. Nothing contained in the Federal Trade Commis-
sion Act, as amended, or the Act of June 19, 1936, known as
the Robinson-Patman Anti-Discrimination Act, shall apply
to the business of insurance or to acts in the conduct of that
business.

Sec. 4. (a) For the purposes of enabling the several States
to adjust State laws to the provisions of this Act, of the Con-
stitution of the United States, of the Act of July 2, 1890, as
amended, known as the Sherman Act, and the Act of October
15, 1914, known as the Clayton Act, until March 1, 1946, the
said Sherman and Clayton Acts shall not apply to the business
of insurance, or to acts in the conduct of such business.

(6) Nothing contained in this section shall render the said
Sherman Act inapplicable to any act of boycott, coercion, or
intimidation.

Sec. 5. Nothing contained in this Act shall be construed to
affect in any manner the application to the business of insurance
of the National Labor Relations Act, as amended, or the Fair

amendedLabor Standards Act of 19.38,

Sec. 6. As used in this Act
several States, Alaska, Hawaii
of Columbia.

the term “State” includes the
Puerto Rico, and the District

this Act, or the application ofSec. 7. If any provision of
such provision to any person or circumstances, shall be held
invalid, the remainder of the Act, and the application of such
provision to persons or circumstances other than those as to
which it is held invalid, shall not be affected therebv.
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Exhibit D

National Association of Insurance Commisi
Washington, D. C., December 16, 1944

The Honorable Joseph C. O’Mahoney, 232 Senate Office
Building, Washington, D. C.

Mr Dear Senator: Following our conversation and at
your request, we are writing this letter to indicate the position
of the National Association of Insurance Commissioners
regarding federal insurance legislation.

In doing so, we wish to express the appreciation of the
N. A. I. C. for the time you and other Senators have given
us and your most co-operative effort and courtesy.

We hoped, of course, to see Congress adopt the program sub-
mitted by the N. A. I. C. which was overwhelmingly adopted
by the insurance commissioners in New York December 4,
1944, and subscribed to by the major portion of the insurance
industry.

Later, reliable information indicated that unless the entire
insurance industry was in complete accord with this program,
no legislation could be passed at this session of Congress.
Because of the dire necessity for legislation at this session and
to obtain complete unanimity, we consented to modification
of our program. Our consent to the changes suggested as
based on representation made that controversy would be
avoided and that there would be concurrence on the part of
Congress and the Department of Justice.

It was later determined that our program as modified was
not acceptable to you and others vitally interested. Again,
in an attempt to obtain complete accord with all interested
parties, the enclosed text of proposed legislation, which we had
reason to believe was acceptable to parties that could not

LETTER TO SENATOR O’MAHONEY.
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agree to the modified commissioners’ program, was submitted
to the insurance industry for consideration. Unfortunately,
we could not obtain complete accord of the business, inasmuch
as the changes were not acceptable to some.

For the sole purpose of obtaining insurance legislation during
this session, which we feel is most essential in the public interest,
we urge passage of an act to conform with the enclosed proposed
text, amended if possible, to provide a longer moratorium.

It is our understanding that negotiations within the insur-
ance industry are still in progress to produce unanimous sup-
port for the enclosed proposed text, and have assurance that
at this time the major portion of the industry is in complete
accord.

Respectfully,

Newell R. Johnson
President

Charles F. .1. Harrington
Chairman, N. A. I. C Federal Legislation Committe

Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon
Hon

Pat McCarran
Lister Hill.
Alben Barkeli
Francis Biddle
Wallace A. White, Jr
Kenneth Wherry.

Sinclair Weeks.
Homer Ferguson
Joseph Ball.

NATIONAL ASSOCIATION OF INSURANCI
COMMISSIONERS.
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Exhibit E .

Washington, D. C., January 12, 19'

Honorable Pat McCakkan, Chairman, Committee on the Judiciary of
the Senate, the Capitol, Washington, D. C.

Dear Senator : There is submitted herewith a form of
bill, which the undersigned respectfully request be favorably
considered and reported by the Committee on the Judiciary
of the Senate.

Honorable Newell Johnson, President of the National Asso-
ciation of Insurance Commissioners, and Honorable Charles
F. J. Harrington, chairman of the Sub-Committee on Federal
Legislation of such association, have been requested by the
undersigned to present this letter and legislative proposal and
are authorized to speak on our behalf with respect thereto.

Respectfully submitted
AMERICAN LIFE CONVENTION

y Robert L. He

AMERICAN MUTUAL ALLIANCE
By A. V. Grxjhn, General Manager.

ASSOCIATION OF CASUALTY AND SURETA
EXECUTIVES.

By Ray Murphy, General Counsel.
INLAND MARINE UNDERWRITERS ASSOCIATION

NATIONAL ASSOCIATION OF INSURANCE AGENTS,
By W. Ray Thomas, President

NATIONAL ASSOCIATION OF MUTUAL INSURANCI
AGENT!

EDWARD L. WILLIAMS,
On Behalf of National Board of Fire Underwriters

Insurance Executives Association.
NATIONAL ASSOCIATION OF INSURANCE

BROKERS, INC

THE NATIONAL ASSOCIATION OF CASUALTY AND
SURETY AGENTS

J. V. Herd,

Philip L. Baldwin, Executive Secreti

Harry E. Moore, per W. R. T,

John E. O’Neil, per \V. H. T.

LETTER OF TRANSMITTAL.
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In the Senate of the United States

A BILL TO EXPRESS THE INTENT OF THE CONGRESS
WITH REFERENCE TO THE REGULATION OF THE
BUSINESS OF INSURANCE.

Exhibit F.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled, That the
Congress hereby declares that the continued regulation and
taxation by the several States of the business of insurance is
in the public interest, and that silence on the part of the Con-
gress shall not be construed to impose any barrier to theregula-
tion or taxation of such business by the several States.

Sec. 2. (a) The business of insurance, and every person
engaged therein, shall be subject to the laws of the several
States, which relate tothe regulation or taxation ofsuch business.

(b) No Act of Congress shall be construed to invalidate,
impair or supersede any law enacted by any State for the pur-
pose of regulating the business of insurance, or which imposes
a fee or tax upon such business, unless such Act specifically so
provides.

Sec. 3. Nothing contained in the Act of September 26,
1914,known as the Federal Trade Commission Act, as amended,
or the Act of June 19, 1936, known as the Robinson-Patman
Anti-Discrimination Act, shall apply to the business of insurance
or to acts in the conduct of that business.

Sec. 4. (a) For the purpose of enabling adjustments to
be made and legislation to be adopted by the several States and
Congress, until June 1,1947, the Act of July 2,1890, as amended,
known as the Sherman Act, shall not apply to the business of
insurance or to acts in the conduct of such business and until
January Ist, 1948, the Act of October 15, 1914, as amended,
known as the Clayton Act, shall not apply to such business or
to acta in the conduct thereof.
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(6) Nothing contained in this section shall render the said
Sherman Act inapplicable to any act of boycott, coercion or
intimidation.

Sec. 5. Nothing contained in this Act shall be construed
to affect in any manner the application to the business of insur-
ance of the Act of July 5, 1935, as amended, known as the
National Labor Relations Act, or the Act of June 25, 1938, as
amended, known as the Fair Labor Standards Act of 1938.

Sec. 6. As used in this Act, the term “State” includes the
several States, Alaska, Hawaii, Puerto Rico, and the District
of Columbia.

Sec. 7. If any provision of this Act, or the application of
such provision to any person or circumstances, shall be held
invalid, the remainder of the Act, and the application of such
provision to persons or circumstances other than those as to
which it is held invalid, shall not be affected.



1946.] HOUSE No. 50. 25

TEXT OF PRESIDENT ROOSEVELT’S STATEMENT
ACCOMPANYING HIS SIGNATURE OF INSUR-
ANCE BILL ON MARCH 9, 1945.

Exhibit G .

1 have given my approval to S. 340, the insurance bill, which
passed the Congress last week. This bill grants the insurance
business a moratorium from the application of the anti-trust
laws and certain related statutes, except for agreements to
boycott, coercion or intimidation, or acts of boycott, coercion
or intimidation, until January 1, 1948. The purpose of this
moratorium period is to permit the States to make necessary
readjustments in their laws with respect to insurance in order
to bring them into conformity with the decision of the Supreme
Court in the South-Eastern Underwriters Association case.
After the moratorium period, the anti-trust laws and certain
related statutes will be applicable in full force and effect to the
business of insurance except to the extent that the States have
assumed the responsibility, and are effectively performing that
responsibility, for the regulation of whatever aspect of the
insurance business may be involved. It is clear from the
legislative history and the language of this act that the Con-
gress intended no grant of immunity for monopoly or for
boycott, coercion or intimidation. Congress did not intend to
permit private rate fixing, which the Anti-Trust Act forbids,
but was willing to permit actual regulation of rates by affirma-
tive action of the States.

The bill is eminently fair to the States. It provides an
opportunity for the orderly correction of abuses which have
existed in the insurance business and preserves the right of the
States to regulate in a manner consonant with the Supreme
Court’s interpretation of the anti-trust laws.



[Jan.HOUSE No. 50.26

Accompanying the recommendation of the Commissioner of
Insurance. Insurance.

In the Year One Thousand Nine Hundred and Forty-Six.

Resolve providing for a special commission to

REVISE, RECODIFY AND TO RECOMMEND ANY NECESSARY

CHANGES, ADDITIONS OR AMENDMENTS TO THE INSUR-

ANCE LAWS AND TO THE LAWS RELATING TO THE TAXA-

TION OF INSURANCE COMPANIES.

1 Resolved, That the committee on insurance is
2 hereby authorized to sit during the current session
3 and the recess of the general court for the purpose of
4 revising, recodifying and recommending any necessary
5 changes, additions or amendments to the insurance
6 laws and to the laws relating to the taxation of insur-
-7 ance companies.
8 The committee shall be provided with quarters in
9 the state house, may hold hearings and require the

10 attendance and testimony of witnesses under oath and
11 the production of books and papers. It may employ
12 such clerical and legal and expert assistance as may be
13 necessary, may travel within and without the com-
-14 monwealth in pursuance of its duties, and may also
15 incur such other incidental expenses as may be neces-

PROPOSED LEGISLATION.

CJic CommontoealtJ) of Q^aooadbusetts
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16 sary in the conduct of the study, and may expend for
17 said purposes a sum, not exceeding, in the aggregate,
18 dollars, as may be appropriated
19 therefor. Said committee shall report to the general
20 court the results of its study and its recommendations,
21 if any, and drafts of legislation necessary to carry
22 said recommendations into effect, by filing the same
23 with the clerk of the senate on or before the
24 day of , nineteen hundred and forty




