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My Mr. McKenna, a petition of Denis L. McKenna for legislation relative
to the formation of stock life insurance companies. Insurance.

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

An Act relating to the formation of stock life insurance
COMPANIES.

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

1 Section 1. Chapter 175 of the General Laws is hereby
2 amended by striking out section 48 and inserting in place
3 thereof the following section:
4 Section 48. Stock companies; capital
5 Ten or more persons residents of this commonwealth may
6 form a stock company (a) to transact the business set forth in
7 any one of the clauses set forth in section 47, excepting the
8 third or seventeenth, (b) to transact the business set forth in
9 the first and eighth clauses thereof, (c) to transact the busi-

10 ness set forth in the first and second clauses thereof, in the
11 first and seventeenth clauses thereof, in the first, second and
12 eighth clauses thereof, or in the first, second, eighth and
13 seventeenth clauses thereof, (d) to transact the business
14 set forth in any two or more of the fourth, fifth, sixth, seventh,
15 eighth, ninth, tenth, twelfth and thirteenth clauses thereof,
16 or (e) to transact the business set forth in the sixth and
17 sixteenth clauses thereof.
18 (1) Companies organized under this section shall have a
19 paid-up capital as follows:
20 (a) Under the sixth clause, to insure only against sick-
-21 ness and against the bodily injury or death by acci-
-22 dent of the insured; and under the seventh and
23 thirteenth clauses, not less than one hundred thou-
-24 sand dollars.
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(b) Under the first, first and eighth, fourth, fifth, ex-
cept as otherwise provided herein, eighth, ninth,
tenth, or twelfth clauses, not less than two hundred
thousand dollars.

(c) Under the sixth clause, except as otherwise pro-
vided herein, not less than four hundred thousand
dollars.

30

(d) Under the second clause, and under the first and
second clauses excepting ocean marine insurance,
and under the first, second excepting ocean marine
insurance, and eighth clauses, not less than three
hundred thousand dollars.

34
35
36

(e) Under the first and second clauses, under the first
and seventeenth clauses, under the first, second and

37
38

eighth clauses, and under the first, second, eighth
and seventeenth clauses, not less than four hundred
thousand dollars.

39
40
41
42 (f) Under the eleventh clause, not less than one hundred

thousand dollars; and if insurance against the in-
sufficiency of mortgages as security or against any
other loss in connection with mortgages, except in-
surance of title is transacted, not less than two
hundred thousand dollars.

43
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47
48 (g) Under the fourteenth or fifteenth clause, not less

than five hundred thousand dollars.49
50 (h) Under two or more of the clauses enumerated under

(d) of the first paragraph of this section, the paid-
up capital shall not be less than the largest amount
required for the transaction of the kinds of business
specified in any one clause which it is authorized to
transact, and an additional amount equal to one half
of the minimum capital required above for the trans-
action of the kinds of business specified in each ad-
ditional clause which it is authorized to transact.
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59 (i) Under the sixteenth clause, not less than four hun-
dred thousand dollars, or under the sixth and six-
teenth clauses as provided under (e) of the first
paragraph of this section, not less than eight hun-
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dred thousand dollars, together, in either case, with63
a net cast surplus of not less than tight hundred
thousand dollars, exclusive of said capital.

64
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(j) Under the eighteenth clause, not less than four
hundred thousand dollars, and in addition a net
cash surplus of not less than eight hundred thou-
sand dollars, exclusive of said capital.

66
67
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(2) Such companies shall authorize and issue only one class
of stock, which at the time of original issue, shall have
a par value of not less than fifty dollars ($5O) per share.
The promoters, organizers, directors and officers of the
company shall purchase a total of at least twenty-five
per cent (25%) of the first million dollars of stock
originally issued and a total of not less than fifteen per
cent (15%) of each additional one million dollars of
stock originally issued. Any such stock shall be pur-
purchased at the same price and on the same terms as
stock offered publicly. Any stock issued to the pro-
moters, organizers, directors or officers of the company
shall be held by the person to whom issued for a period
of not less than five (5) years, unless the commissioner
shall approve a prior transfer, in writing.
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(3) Such companies shall authorize and issue only non-
tradable options and warrants. Such options or war-
rants shall not be issued to promoters except at the time
of original issue and then only if (a) the total number
of shares of stock covered by all options and warrants
does not exceed ten per cent (10%) of the total number
of shares of stock originally authorized and issued for
cash or property; (b) the price at which stock may be
purchased upon exercise of such options or warrants is
not less than the price at which any stock was offered
for sale to the public at the time such options or war-
rants were granted, but in no event shall the purchase
price thereof be less than the fair market value of the
stock to be purchased at the time such options or war-
rants were granted; and (c) the options and warrants
are not transferable except by operation of law as a
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101 result of death or with the prior written approval of the
102 commissioner and are not exercisable more than five (5)
103 years after date of issuance. If options or warrants
104 are issued in payment of promotional expenses, such
105 issuance must be justified to the commissioner by a
106 showing of the nature of the services or other considera-
107 tions for which issued. The aggregate of all organiza-
108 tional expenses and promotional expenses shall not ex-
109 ceed ten per cent (10%) of the total amount actually
110 paid on the company’s capital stock. Options or war-
111 rants may be issued to insurance agents only in accord-
112 ance with rules prescribed by the Commissioner.
113 The term “promoter” as used in this section shall mean
114 any person who, acting alone or in conjunction with one or
115 more other persons, directly or indirectly takes initiative in
116 founding and organizing any company organized under this
117 section.

1 Section 2. Chapter 175 of the General Laws is hereby
2 amended by striking out the fifth paragraph of section 49
3 and inserting in place thereof the following paragraph:
4 The president, secretary and a majority of the directors shall
5 execute and make oath to the articles of organization specified
6 in section ten of said chapter one hundred and fifty-six, which
7 shall, with the records and by-laws of the company, be submit-
-8 ted to the commissioner instead of to the commissioner of cor-
-9 porations and taxation, and he shall have the powers and per-

-10 form the duties relative thereto specified in section eleven of
11 said chapter one hundred and fifty-six; provided, that the com-
-12 missioner shall not approve the articles of organization of a
13 company formed to transact business under any of the clauses
14 of section forty-seven until he is satisfied, by such examination
15 as he may make and such evidence as he may require, that:
16 (1) the incorporators are of good repute and intend in good
17 faith to operate the company; (2) the company has capable
18 management; (3) the company has a reasonable prospect for
19 success in the kind or kinds of business which it proposes to
20 transact; and (4) the actuarial projections, policy forms, rates,



1966, SENATE —No. 204.i.] 5

21
22
23
24
25
26

1
2

f 3
4
5
6

dividends, commissions and other expenses contemplated, as
well as reinsurance, market and taxes are sound and reason-
able. He shall execute a certificate of his findings, in such
form as he may prescribe, which shall be attached to the arti-
cles of organization prior to the filing thereof with the state
secretary.

Section 3. Chapter 175 of the General Laws is hereby
amended by adding after the third sentence of section 19A the
following sentence:

The merger of stock companies shall be subject to the re-
quirements relative to the formation of such companies as set
forth in the second paragraph of section forty-eight.








