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ORDER AUTHORIZING COMMITTEE,
(Passed by the House and Senate, August 19, 1949.)

Ordered, That the Committee on Insurance is hereby authorized
to sit during the recess of the General Court for the purpose of making
an investigation and study relative to the subject matter of current
Senate document numbered one hundred and sixty-nine, the subject
matter of so much of current Senate document numbered six hundred
and fifteen as relates to group life insurance, and the subject matter
of current House documents numbered sixty-six, six hundred and
ninety-seven and two hundred and fifty-four.

Said committee may expend for expenses and for clerical and other
assistance such sums as may be appropriated therefor. Said commit-
tee shall report to the General Court the results of its investigation
and study, and its recommendations, if any, together with drafts of
legislation necessary to cany such recommendations into effect, by
filing the same with the Clerk of the House of Representatives onor

before the third Wednesday of January, nineteen hundred and fifty.



March 31, 1950.

To the Honorable Senate and Home of Representatives.

Under the provisions of a joint order adopted by the
House and Senate in concurrence the Committee on In-
surance was authorized to sit during the recess of the
General Court to study certain matters relating to in-
surance set out therein (House, No. 2736 of 1949, as
amended by the Senate on August 19, 1949).

Pursuant to the provisions of the order, the Committee
first met on November 15, 1949, and subsequently elected
Thomas Serino of Cambridge as Secretary.

By a joint order adopted in concurrence the time of the
Committee to make its report was extended to the first
Wednesday in March, 1950, and was further extended by
joint order of that day to April 1, 1950.

The Committee held numerous public hearings and
executive meetings in Boston and also traveled to Texas
to attend the annual meeting of the National Association
of Insurance Commissioners. The results of its investi-
gation and study, and its recommendations follow:

Recommendations.
Relative to Legislation to further regulate Interest on Loans

by Insurance Companies on Policies issued by Such
Companies.

The Committee considered the subject matter of
Senate, No. 159 and House, No. 1244, which were spe-
cifically referred to it. The present Massachusetts statute
sets a maximum interest rate of 6 per cent on policy loans,
whereas the New A ork law provides for a maximum of
5 per cent. In actual practice the life insurance companies
have been charging policyholders 5 per cent in this Com-
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monwealth on policy loans. With reference to a proposal
to change the New York law, Superintendent of Insur-
ance Robert E. Dineen of New York opposed a change in
the New York law to reduce the rate at a hearing of that
State’s Joint Legislative Committee on Insurance. Mr.
Dineen stated that policy loans should be discouraged
since they tend to frustrate the purpose of life insurance
by encouraging lapses, that the borrower can get a lower
interest rate by going to a bank, so that, in practice, he
can borrow on his insurance at a rate that is in tune with
the times. Mr. Dineen further stated that if the interest
rate is made too low, it could wreck the business by en-
couraging policyholders to take insurance funds and place
the money at higher interest rates, when they obtain. At
a public hearing before the Recess Committee, Commis-
sioner Harrington stated that the maximum interest rate
should be 5 per cent. It further appeared that more than
40 per cent of all policy loans were not repaid during the
life of the policy. The figures provided by the Metro-
politan Life Insurance Company were to the effect that
it costs more than $5 to make any policy loan. The Com-
mittee felt that our statute should be revised so as to
provide for a maximum of 5 per cent interest. Accord-
ingly, it recommends that current House, No. 1950 be
amended to contain such a provision and be enacted by
the General Court.

The Subject Matter of Hou.se Document No. 66 of 19$.

The activities of so-called unauthorized insurers—-
those who sell insurance in States in which they are not
licensed to do business have given rise to frequent dis-
cussions in this and previous legislative sessions. In the
recent session of the National Association of Insurance
Companies, the groups engaged in this type of business
were given recognition on the All-Industry Committee
The extent to which such companies may be regulated by

state law has been frequently litigated. In its Octo r

term for 1949 the United States Supreme Court heard the

arguments in the case of Travelers Health Association
Commonwealth of Virginia. That case involved the con-
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stitutionality of a statute by which the State of Virginia
attempted to exercise statutory regulation of a company
that mailed a policy to one of its citizens. It would seem
that before the Commonwealth of Massachusetts passed
similar legislation we should await the decision in that
case. There is the additional factor to be considered that
on February 3, 1950, the Federal Trade Commission pro-
mulgated an order relating to trade practice rules govern-
ing the advertising and sales promotion of mail order
insurance. In view of the decision in United States v.
Southeastern Underwriters Association, 322 U. S. 533,
and Public Law 15 and the action of the Federal Trade
commission, your Committee recommends no state action
at this time.

The present form of section 25 of chapter 175 of the
General Laws seems to be unduly cumbersome and to
impose special duties on making report to the Common-
wealth of Massachusetts differing from reports given to
other States. These Massachusetts reports do not appear
to give any additional safeguards that warrant the addi-
tional work and effort. The Committee recommends the
enactment of the accompanying legislation (see Appendix
A), which has been approved and recommended by the
Commissioner of Insurance.

Respectfully submitted

JOSEPH A. MELLEV

Legislation relative to Financial Statements required to be
filed by Insurance Companies with the Commissioner.
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In the Year One Thousand Nine Hundred and Fifty,

An Act relating to reports made by insurance

COMPANIES TO THE COMMONWEALTH OF MASSACHUSETTS.

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

1 Section 1. Section 25 of chapter 175 of the
2 General Laws, as appearing in the Tercentenary
3 Edition, and as most recently amended by chapter

4 488 of the acts of 1947, is hereby further amended
5 by striking out the first paragraph of said section
6 and inserting in the place thereof the following;

7 Every company shall annually, on or before March
8 first, file with the commissioner a statement showing

9 its financial condition on December thirty-first of the

10 previous year, and its business of that year. The

11 commissioner may, for cause shown, extend the filing

12 date of the annual statement, or of schedules or

13 exhibits which are a part of such statement or which
14 are required by the commissioner, for not more than

15 sixty days beyond March first in said year. But a

PROPOSED LEGISLATION.

Appendix A .
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16 life company shall not be required to file that part
17 of its annual statement known as the gain and loss
18 exhibit until May first following. The commissioner
19 may, for cause shown, extend the filing date of said
20 gain and loss exhibit for not more than sixty days
21 beyond May first in said year.

1 Section 2. Paragraph 2of section 25 of the General
2 Laws, as appearing in the Tercentenary Edition, and
3 as most recently amended by chapter 159 of the acts
4 of 1945, is hereby further amended by inserting at
5 the end of the first sentence of said paragraph 2 the
6 following: Such alternate form may be the latest
7 applicable form of annual statement approved by
8 the National Association of Insurance Commissioners
9 appropriate to the several kinds of companies; pro-

-10 vided, that in the opinion of the commissioner such
11 alternate form includes at least the information
12 required by this section.
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