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Department of Banking and Insurance.
Division of Insurance,

House, Boston, December 2, 1931

To the General Court of Massachv its

In accordance with the provisions of section 33 of
chapter 30 of the General Laws, as amended by section
43 of chapter 362 of the Acts of 1923, copies of the recom-
mendations for legislation to be contained in the annual
report of the Commissioner of Insurance (Pub. Doc. No.
9) are submitted herewith, together with drafts of bills
embodying the legislation recommended. These drafts
have been submitted to the counsel for the Senate as
required by law.

MERTON L. BROWN,

€lje CommontoraltJj of egjassacfnisetts

Commissioner of Insurant.
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1. Security for Claimants under Motor Vehicle
Liability Policies and Bonds.

The compulsory automobile liability insurance act, so
called, should be amended to provide for the greater
protection of persons having claims against those insured
or covered under the policies or bonds required by that
act in case the insurance or surety company issuing or
executing such policies or bonds ceases to transact
business in the Commonwealth or sustains an impair-
ment of its assets.

Sections 61 and 62 of chapter 152 of the General Laws
provide that foreign insurance companies issuing work-
men’s compensation policies make a deposit in trust for
the payment of claims under the workmen’s compensation
act if they cease to be authorized to transact business in
the Commonwealth, and provide that such companies
file a bond with a surety company as surety thereon to
secure the making of such deposit.

Sections 57 et seq. of said chapter 152 provide that the
commissioner of insurance may at any time require a
domestic insurance company issuing such policies to
make a deposit with the State Treasurer for the payment
of such claims.

These provisions have proven very effective in pro-
tecting claimants under the workmen’s compensation act.

The workmen’s compensation act is not compulsory,
and if public policy and the protection of claimants
require the foregoing provisions for deposits, it would
seem that since the automobile liability insurance act is
compulsory there is just as strong a reason for enacting
similar provisions to protect persons having claims against
those required to insure thereby. Such provisions appear
to be highly expedient and would greatly fortify the law
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by giving added assurance for the payment of claims
that the compulsory law is designed to secure.

It is accordingly recommended that the Commissioner
be authorized to require domestic insurance companies
to make a deposit with the State Treasurer to protect
claimants under this law whenever he deems it expedient,
and that foreign companies be required to make such a
deposit upon ceasing to be authorized to transact business
in the Commonwealth, and that they file a surety com-
pany bond to secure the making of such deposit.

The bill herewith presented is patterned on the sections
of chapter 152, hereinbefore mentioned, but if this bill
does not meet with approval, then it is suggested that
some other provision be made for a deposit in this Com-
monwealth under a provision similar, e.g., to section 106
of chapter 175 of the General Laws, relative to deposits
of certain surety companies, or for the filing of a bond
conditioned on the payment of all final judgments or
liquidated claims covered by such policies or bonds.

2. Requirements for Authorization of Certain
Limited Fraternal Benefit Societies.

A modification in the requirements now prescribed by
section 45 of chapter 176 of the General Laws, for the
authorization of certain limited fraternal societies, ap-
pears to be desirable.

This section authorizes the formation and operation of
fraternal benefit societies whose membership is restricted
to the classes of persons mentioned in section 4 of said
chapter 176. It now provides that such a society formed
since January 1, 1912, shall have applications for mem-
bership from at least five hundred persons before it makes
any contracts.

It is believed that this requirement is rather burden-
some, especially in the case of those societies whose mem-
bership is to be restricted to employees of cities and towns.

It is recommended that said section 45 be amended so
that said requirement will apply only to societies formed
thereunder which limit their membership to another
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society or religious denomination, the graduates of a
school, or to persons of the same foreign extraction having
sommon national interests or the same occupation. A
)ill is herewith presented to effectuate this amendment.
Phis bill is the same as House Bill No. 964 of 1931.

Examination of Savings and Insurance Banks
and the General Insurance Guaranty Fund
Section 26 of chapter 178 of the General Laws requires

that each savings bank issuing life insurance policies
under chapter 178 of the General Laws and the General
Insurance Guaranty Fund created under what is now
section 14 of said chapter 178 be examined annually by

d of Insurance.the Commissioners of Banks
Under section 4 of chapter 175 of the General Laws, a

ject to examination by the
years, or oftener, in his

domestic life company is sut
Commissioner once in three
discretion.

Since 1921 the number of banks operating unc
chapter 178 has increased from four to twer}ur to twenty-one

eleven of which have started business thereunder since
1928.

This increase in the number of such banks has greatly
added to the already overworked staff of examiners oi
the Division of Insurance.

There appears to be no imperative reason for con-
tinuing the requirement that savings and insurance
banks be examined annually. If the requirement is to
be continued, then it will be necessary to increase the
examining staff of this Division and increase its appropri-
ation.

It is recommended that said section 26 be amended
to provide that such banks be examined at least tri-
ennially, or oftener, in the discretion of either or both of
the aforesaid Commissioners.

The bill herewith presented is, except as hereinafter
stated, identical with House Bill No. 29 of 1930, which
was not reported. This bill is again submitted in view
of the exigencies of the Division.
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It is further recommended that said section 26 be
amended to provide that the Commissioners keep a
permanent record of the examinations made of the con-
dition and affairs of the General Insurance Guaranty
Fund. This amendment will make the law uniform in
respect to all organizations which are subject to examina-
tion.

4. Deposits made op Foreign Insurance Companie:

Foreign insurance companies formed in another coun-
try are required by section 155 of chapter 175 of the
General Laws to make a deposit with the State Treasurer
of this Commonwealth, or with an official of some other
State of the United States, of an amount not less than
the capital required of a domestic stock insurance com-
pany by sections 48 and 51 of said chapter. This de-

is a trust fundposit, commonly styled dej
“for the benefit and security

sit

11 the compr rolic’s

holders and creditors” in this country

Foreign companies transacting fidelity and
business under clause Fourth of section 47 of said chap-
ter 175 are required by section 106 thereof to maintain

deposit of not less than $lOO,OOO, either with our State
Treasurer or with an official of another State of the
United States, “for the protection of its policyholders in
the United States.” This deposit, if made in this Con
monwealth, is not returnable to the depositor while it
has any liabilities outstanding therein, nor until the
Commissioner has given his written consent to such
retun

Section 185 of said chapter 175 provides that the State
Treasurer may release a deposit made by a foreign com-
pany if it shall appear that the company has ceased tc
transact business in the Commonwealth and is under nc
obligation to policyholders or other persons for whose
benefit the deposit was made.

Certain amendments in these sections appear to b
Disable.
1. Section 106 refers only to the policyhold
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company. The deposit required by section 155 is to
protect policyholders and creditors. Section 106 should
be amended to include creditors.

2. Section 106 does not specifically provide that the
deposit required thereby is a trust fund, as does section
155. Section 106 should be amended to provide that a
deposit thereunder is in exclusive trust for the benefit
and security of all the company’s policyholders and
creditors in the United States, as does section 155.

3. Section 106 does not specify the securities in which
the deposit should be made. Section 155 provides that
a deposit thereunder may be made in the securities
specified in sections 63 and 66 of said chapter 175, which
govern the investments of domestic insurance companies.
Section 106 should also contain this provision, and both
sections 106 and 155 should be further amended to pro-
vide that the deposit may be made in cash or other se-
curities approved by the Commissioner.

4. It is not clear whether a deposit made under section
106 is returnable by the State Treasurer upon the Com-
missioner’s approval, or whether the company must also
have ceased to transact business in the Commonwealth.
Section 106 should be amended to provide that the com-
pany shall have ceased to transact business before a
deposit made thereunder is returnable.

5. The Commissioner’s consent to the return of a
deposit made under section 155 is not required, but it is
required in respect to a deposit made under section 106.
It is recommended that section 155 be amended to require
the Commissioner’s approval to a return of a deposit
made thereunder, and that section 185 be amended to
provide that the State Treasurer release any deposit
made by a foreign company upon the Commissioner’s
written order.

6. Sections 106 and 155 require a minimum deposit.
It appears that under the present law any excess of a
deposit under sections 106 or 155 over the amounts
specified therein is not returnable.

There appears to be no sound reason why a company
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should not be permitted to remove the excess of any de-
posit. Section 155 expressly provides that any excess
of a deposit thereunder is not to be treated as deposit
capital. It is recommended that these sections be
amended to authorize the Commissioner, in his discretion,
to approve the release of an excess of any deposit if he
finds that such release will not be prejudicial to the in-
terests of policyholders or creditors of the company.

A bill embodying these amendments is herewith pre-
sented.




