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State House, Boston, Dec. 1, 1919.

To the Hon. Albert P. Langtry, Secretary of the Commonwealth
State House, Boston.

Dear Sir: In compliance with the provisions of chapter
131 of the General Acts of the year 1919, I have the honor
to transmit herewith such parts of the sixty-fifth annual
report of this department for the year 1919 which contains
recommendations for legislative action, accompanied by
drafts of bills embodying the legislation recommended.

Very respectfully

CLARENCE W. HOBBS

Cfte <£ommontoealtt) of 00assac|nisett0.

Insurance Commissioner.
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The present section 50 of chapter 350 of the General Acts
of the year 1919 authorizes the Commissioner of Insurance
to appoint, subject to the approval of the Governor and
Council, a first deputy, an actuary and a chief examiner.
The specifying of these officers raises the inference that all
others to be appointed are subject to the Civil Service Law
and Rules. The Insurance Commissioner, under section 5
of chapter 576 of the Acts of the year 1907, as amended,
had a far wider power of appointment, and it is respectfully
submitted that it would be advisable to retain this power.
Additional deputies, examiners, inspectors and the assistant
actuary are all officers requiring technical skill of a fairly
high degree, and, being entrusted with the inspection of the
confidential records of large financial institutions, should be
persons of responsibility. In my opinion, it is unwise to be
restricted for the choice of such officials to the lists furnished
by the Civil Service Commission. I therefore recommend
that the section in question be amended so as to give the
Commissioner of Insurance the same power of appointing
his subordinates that the Insurance Commissioner had.

At the time of the submission of these recommendations
the National Convention of Insurance Commissioners is

considering propositions looking toward the abolition ot
statutory impediments which practically prevent domestic
insurance companies from taking ready advantage of the

the Foreign Field.
2. Enabling Domestic Companies to do Business in

1. Organization of the Department of Banking and

RECOMMENDATIONS OF THE INSURANCE
COMMISSIONER.
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opportunity now presented in the foreign insurance field.
An insurance company seeking to enter a foreign country
is usually required to make a deposit of substantial amount.
The present rule as laid down in our statutes is that this
deposit cannot be credited to the company in the statement
of its assets, but must be deducted therefrom. Domestic
companies are, therefore, under the double handicap of
segregating a large amount of their assets for this particular
purpose and of being compelled to eliminate them entirely
from their list of assets. This obstacle can be met by the
largest and most powerful companies only. In view of the
fact that the convention may take action favoring the re-
moval of this obstacle, I recommend to the General Court
that the requirements of our statute which provide that
deposits in foreign countries shall be deducted from the
assets of an insurance company be repealed.

Authority of Mutual Life Insurance Companies to

TRANSACT INSURANCE AGAINST BODILY INJURY" OR DEATH
by Accident and to make Insurance upon the Health
of Individuals.
Massachusetts is said to be the only State in the Union

where a mutual life insurance company is not allowed to
insure against bodily injury or death by accident and to
make insurance upon the health of individuals. There ap-
pears to be little reason why this exception should continue,
inasmuch as this right is now allowed to foreign life insur-
ance companies having a capital stock of not less than
$400,000. I therefore recommend that our law be modified
so as to give such mutual companies the same rights here as
they are exercising practically everywhere else.

Certain changes in section 11 of chapter 570 of the Acts
ot the year 1907, which establishes the basis of computation
of the reserve liability of life insurance companies, are recom-
mended.

The third rule now refers apparently to the two preceding

ukance Companies
4. Computation of the Reserve Liability of Life In-
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rules only. It should apply to the fourth and fifth rules as
well. The last sentence in the fourth rule has been made
the basis of an argument by at least one company, that it
authorized insurance companies to use different tables in
setting up their own reserve upon their books than those
used by the commissioners to compute extra reserve. The
sentence appears unnecessary, and, inasmuch as it has been
made the basis of misinterpretation, it should probably be
omitted.

The fifth rule concerns the computation of reserve liability
for total and permanent disability provisions. The reserve
liability on these provisions is extremely small in comparison
to the total reserve liability, and its actual computation by
the commissioner, in view of the unsatisfactory nature of the
tables available, appears unnecessary. It therefore is recom-
mended that the Insurance Commissioner be given discretion
to accept a certificate of valuation for the reserve liability
of the total and permanent disability provision.

A question has been raised as to the right of the Commis-
sioner to compute the reserve against outstanding annuities.
A contract of annuity is not strictly an insurance contract.
Such risks, however, are regularly written by life companies,
and a reserve is actually computed by this department for
such contracts. It is therefore recommended that a new rule
be inserted after rule five, providing that the value of out-
standing annuities shall be computed on the basis of
McClintock’s Tables of Mortality, or such higher table as
the Commissioner may direct, with interest at not more than
4 per cent per annum. This provision is in line with a New
York law recently enacted.

A seventh rule is also recommended for the computation of
the reserve liability for group insurance on the basis of the
American Men Mortality Table with interest at not more
than 3| per cent per annum.

and Adjusters,

It has for a long time been the practice of the department
to issue licenses as insurance brokers, agents and adjusters
to partnerships, although the authority to do so appears

3. Licenses of Insurance Agents, Brokers
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obscure. Inasmuch as the practice is of such long standing
and appears unobjectionable, the question as to its validity
should be removed. A law is therefore recommended, grant-
ing authority to issue agents’, brokers’, and adjusters’ licenses
to partnerships.

The issuing of licenses to certain corporations is authorized
by chapter 82 of the Acts of the year 1915. This is not alto-
gether satisfactory, either in its scope or in its details, and
therefore a redraft of this act is recommended.

In the compilation of the general laws now being under-
taken there have appeared a variety of cases where for the
purpose of harmony and clarity certain changes in the in-
surance law appear to be necessary. These cannot properly
be made by the commission, as they involve changes in sub-
stance. I therefore submit a series of bills dealing with such
suggested changes.

6. The definition of insurance should be modified so as
under certain circumstances to include contracts of annuity
and pure endowment, in order that the right of the depart-
ment to require a setting up of a reserve against such con-
tracts may be beyond question, and also in order that the
provisions of law with regard to agents and brokers mav
cover such contracts. The
agents or insurance brokers
soliciting unlawful insurance
all persons.

inhibition against insurance
as to making, negotiating or
ihould be extended to include

7. The present law does nc
cates of the authority of an
pany, adjuster of fire losses

it provide for a fee for certifl-
insurance agent, broker, com-
or a fraternal beneficiary cor-

poration. These certificates are issued frequently for use in
court, and a fee is in fact charged except to officers of the
( ommonwealth. It is suggested that section 15 of chapter
sdi of the Acts of 1907 be amended to furnish legal authority
for this charge.

8. A question has been raised as to whether, under the
first clause of section 32 of chapter 576 of the Acts of 1907,
insurance is authorized covering loss of use and occupancy
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except in case of loss or damage by fire. The practice under
this clause is, however, to insure against loss of use and
occupancy for any of the risks named therein. An amend-
ment of the first clause of section 32 is therefore suggested
in order that this important point may be beyond question
and in accordance with the prevailing practice. The second
clause of said section should be modified, also, in view of an
interpretation of the law department, that in policies issued
under this section against risks of inland navigation and
transportation, such risks must be connected with an ocean
marine risk. The practice under this section has not been
in accordance with this opinion. An amendment is therefore
suggested to this clause as well.

9. In addition to the conditions which section 29 of chapter
576 of the Acts of 1907 prohibits and declares void if made,
two new conditions which are frequently inserted in policy
forms should be added. These conditions the department
has, as a matter of fact, required to be removed from all
policies submitted to the department, but the right of the
department to do so has been challenged. New York has
already adopted a law covering one of the conditions referred
to. An amendment to section 29 is therefore suggested, in-
hibiting conditions making any person appointed and licensed
as the agent of the company the agent of the applicant, or
insured for any purpose, or providing that no person shall
be deemed an agent of the company unless authorized by
the company in writing.

10. There appears to be some need for legislation requiring
insurance companies to submit copies of such policies as they
are not specifically required by law to file. The authority
of the department to require the submission of such papers
has been questioned, as well as the authority of the depart-
ment to require the filing of copies of circulars or other ad-
vertising matter. Inasmuch as all these matters are directly
pertinent to the manner in which the companies are con-
ducting business, there should be power in the department
to compel their production.

11. A question has been raised as to the authority of tin

department to require an endorsement upon policies of work-
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men's compensation insurance to insure conformity with our
law, and as to whether such endorsements when made are
subject to the approval of the Insurance Commissioner. As
the question has been raised, it should be settled, and settled
at once, inasmuch as such endorsements frequently con-
stitute extremely important and necessary parts of policies
of workmen’s compensation insurance. It is to be observed,
also, that the statute relative to the form of workmen’s
compensation policy contains no penalty clause, nor does it
provide that the policy if issued shall be valid and binding
upon the company issuing the same, thus affording the
company some opportunity to profit by its own wrongdoing.
An amendment is, therefore, recommended to chapter 287 of
the Acts of the year 1915.

12. The power of the Insurance Commissioner to examine
witnesses does not include several investigations and hearings
that he is not by law authorized to hold, and an extension
of the law to cover this defect is therefore recommended.

13. Certain changes in the provisions for filing life policies
are recommended. A point similar to the questions raised
as to workmen’s compensation policies above has been raised
with regard to endorsements and applications. A recom-
mendation is therefore made similar to the one made as to
workmen’s compensation policies.

14. The provisions of law relating to false or fraudulent
statements of solicitors, agents, examining physicians or
other persons relative to applications for life insurance should
be extended to apply to all classes of insurance. There has
been at least one case in recent years where the present law
has been found inadequate.

10. The penalty provided for negotiating insurance with a
foreign insurance company not lawfully admitted might
properly be extended to cover the adjustment of losses aris-
ing under such insurance.

16. The anti-rebate law, so called, is expressed in such
sweeping terms as to raise a question as to the legality of
certain practices which are innocent in themselves, and
should be allowed. Some changes in the language of the
first section of this act are also advisable to conform with
legislation enacted during the past year.




