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REPORT OF THE SPECIAL COMMISSION RELATIVE TO THE
ACTIVITIES OF ACCIDENT AND HEALTH INSURANCE
COMPANIES, THE ISSUANCE OF CREDIT LIFE, HEALTH
AND ACCIDENT INSURANCE TO CREDITORS IN CON-
NECTION WITH FINANCE CONTRACTS, AND OTHER
RELATED MATTERS.

Special Findings of Pension Plans.

In a report dated December 2, 1957, and contained in Senate,
No. 556, this Special Commission made recommendations concern-
ing proposed legislation to authorize life insurance companies to
issue contracts on a variable basis. On Page 16 of this report the
Commission recommended “further study toward affirmative legis-
lation authorizing the issuance of annuities based upon some por-
tion of equity investment.”

This Commission has since held several meetings on this pro-
posal, and has given careful consideration to the effect of inflation-
ary trends on retired persons who are required to live on fixed
dollar benefits.

On the basis of this study, the Commission believes that the
bill attached hereto as Appendix A is in the interest of the citizens
of this commonwealth. Accordingly the Commission recommends
the adoption of this bill.

The bill embodied in Appendix A provides for the assignment of
pension plan contracts to a separate account for the purpose of
allocating to such contracts the investment returns of this separate
account. The application of this bill is limited to benefit plans
which comply with the requirements of the Internal Revenue Code
relating to approved (non-discriminatory) employee pension plans.

The Commission believes this bill constitutes a sound approach
to the problem confronting citizens, employers, and life insurance
companies of providing retirement benefits that are adequate in
our modern economy. The Commission accordingly urges the early
adoption of the proposed bill as a means to that end.
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Since the July, 1958 report of this Commission, further and con-
tinued study has been made of the subject matter of House, No.
1327 (1956), along with proposed amendments thereto, and discus-
sions have been had with representatives of the various branches
of the insurance industry of the viewpoints of the interests con-
cerned. This legislation would in effect permit domestic life in-
surance companies to invest in the stock of casualty or fire insur-
ance companies. This would authorize multiple line operations
through separate but affiliated companies. Some states permit such
multiple line activities either directly or by affiliated companies,
and in some states no legislation is needed.

It would appear, as stated in our report of December 2, 1957,
that domestic life companies have been motivated to secure passage
of this type of legislation because of the activities of stock casualty
companies who in considerable numbers have become interested
in the field of life insurance during the past seven years, either
by purchasing or organizing life companies. It is the contention
and the feeling of the proponents that in order to survive this type
of competition the passage of the subject bill is not only desirable
but necessary.

At the risk of repetition, let it be said that it would appear to
this Commission that the trend toward consolidating and broaden-
ing the field of insurance, as evidenced by testimony placed before
us, is necessary to bring about better service to all policyholders
more economically, thus providing a better product for the buying
public at a lesser cost.

It is therefore the feeling of this Commission after due consid-
eration and study of House Bill No. 1327 (1956), as amended, that
the greatest good to the greatest number will result from the enact-
ment of this bill, and believing it to be desirable legislation for
the benefit of the citizens of this commonwealth, the Commission
hereby recommends the adoption of legislation as set forth in
Appendix B hereof.

Multiple Line Insurance.
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Supplementary Statement of Orville F. Grahame
WITH RELATION TO MULTIPLE LINE INSURANCE.

Without trying to dispose of the merits of the arguments in sup-
port of and against Appendix B, the undersigned votes for the
foregoing report in order to make the proposal available for the
consideration of the Legislature.

ofg/a

August 11, 1959.

ORVILLE F. GRAHAME.
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In the Year One Thousand Nine Hundred and Fifty-Nine.

An Act to permit life insurance companies to assign life
POLICIES AND ANNUITY CONTRACTS ISSUED IN CONNECTION WITH
CERTAIN PENSION, PROFIT-SHARING, AND RETIREMENT PLANS, TO
A SEPARATE ACCOUNT, FOR THE PURPOSE OF ALLOCATING THERETO
INVESTMENT RETURNS AND ASSET GAINS AND LOSSES.

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

1 Chapter 175 of the General Laws is hereby amended by in-
-2 serting after section 132E, inserted by chapter 313 of the acts
3 of 1945, the following section:
4 Section 132F. Any life company may, by written agree-
-5 ments, hereinafter called “funding agreements,” with the
6 holders of “pension contracts,” as hereinafter defined, assign,
7 wholly or in part, such contracts and the funds received there-
-8 under, to a single separate investment account, independent
9 of its general investment account, for the purposes of allocat-

-10 ing investment returns and asset gains and losses. Within the
11 single separate investment account hereinafter called “sep-
-12 arate account,” such classes of investments may be established
13 as the life company may determine.
14 “Pension contracts” for the purpose of this section shall
15 mean life policies and annuity contracts, whether on the group
16 or individual basis, issued in connection with a pension, profit-
-17 sharing, or retirement plan which meets the requirements for

PROPOSED LEGISLATION.
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18 the tax treatment specified in sections 402 (a), 402 (c), 402
19 (d), or 403 (a) of the Internal Revenue Code of 1954, as such
20 sections may now or hereafter be in force; and shall include
21 such contracts assigned wholly or in part to the separate ac-
-22 count after their dates of issue, and agreements reinsuring
23 pension contracts issued by other insurers or reinsuring re-
-24 tirement systems established by law.
25 Pension contracts shall provide for the payment of a period-
-26 ic retirement benefit which is guaranteed as to amount and
27 duration; pension contracts may also provide for the payment
28 of an additional periodic retirement benefit which is not
29 guaranteed as to amount or duration, but such additional bene-
-30 fit shall not vary in amount in direct proportion to the invest-
-31 ment results of any or all investments in the separate account
32 and with respect to any retiring individual shall not exceed
33 at retirement an amount equal to the guaranteed benefit.
34 A portion of the separate account at least equal to the life
35 company’s reserve liability with respect to (i) benefits guar-
-36 anteed as to amount and duration, and (ii) funds guaranteed
37 as to principal amount or stated rate of interest, under pension
38 contracts assigned to the separate account shall be invested
39 in accordance with the requirements applicable to the life
40 company’s general investment account; and the portion of
41 the assets of the separate account which are allocated to a
42 specific funding agreement with respect to such benefits and
43 funds shall be likewise so invested. Assets in the separate
44 account which exceed the aforesaid requirements shall not
45 be deemed to be a part of the reserve mentioned in section
46 sixty-three and may be invested, wholly or partly, in common
47 stocks or in any other manner, subject to the limitations
48 prescribed by section sixty-six, and to the additional limita-
-49 tion that not more than five per cent of such assets shall be
50 invested in the common stocks or other shares of any cor-
-51 poration or other institution, if, at the time the investment
52 is made, such assets carried in the separate account exceed
53 one million dollars. No investment in the separate account or
54 in the life company’s general investment account shall be
55 transferred by sale or substitution or otherwise from either
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56 account to the other.
57 For the purposes of the foregoing paragraph, the life com-
-58 pany’s assets and liabilities relating to the separate account
59 shall be valued and computed as provided in section twenty-
-60 five. They shall be included in its other assets and liabilities
61 in the annual statement required by said section twenty-five.
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In the Year One Thousand Nine Hundred and Fifty-Nine.

An Act relating to investments of life insurance companies.

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 66 of chapter 175 of the General Laws, as amended,
2 is hereby further amended by striking out the first paragraph
3 and substituting in place thereof the following:
4 Except as otherwise provided, no domestic life company
5 shall invest any of its funds in any unincorporated business
6 or enterprise, or in the stocks or evidence of indebtedness of
7 any corporation the owners or holders of which stock or evi-
-8 dence of indebtedness may in any event be or become liable
9 on account thereof to any assessment except for taxes, nor

10 shall such life company invest any of its funds in its own
11 stock. No such life company shall invest in, acquire or hold
12 directly or indirectly more than ten per cent of the voting
13 stock of any corporation, nor shall more than ten per cent of
14 its capital, if any, and surplus be invested in the stock of any
15 one corporation, except that, subject to the provisions of sec-
-16 tion 193D, such a life company may invest in, acquire, or hold
17 the voting stock of a domestic or foreign insurance company
18 authorized to do the kinds of business specified in section
19 forty-seven, exceeding ten per cent of the outstanding voting
20 stock of such other companies, but the total of such invest-
-21 ments in each such other insurance company shall not exceed
22 twenty-five per cent of the capital, if any, and surplus of such
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23 life company. No such life company shall subscribe to or
24 participate in any underwriting of the purchase or sale of
25 securities or property, or enter into any transaction for such
26 purchase or sale on account of said company jointly with any
27 other person, nor shall any such life company enter into any
28 agreement to withhold from sale any of its property, but the
29 disposition of its property shall be at all times within the con-
-30 trol of its board of directors.






