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To the Honorable Senate and JTous of Representatives, Stale House
Rost n.

with the provisions of Act;
submit that part of the Six

Gentlemen :- In compliatl
of 1910, chapter 452, I bog to
tieth Annual Report of this Department for the year 1914
which contains recommendations for legislative action. The
legislation recommended is embodied in the four bills here-
with submitted.

Respectfully your;

Insurance Commissioner.
FRANK 11. HARDISON

Ci)c Commontocaltf) of o@assacl)usetts.
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1. Security for Payments of Benefits.
The desirability of devising a suitable method for making-

secure the payments to injured workmen and their depend-
ents by companies transacting the business of Workmen’s
Compensation Insurance in this Commonwealth in case those
companies should withdraw from the transaction of business
here demands consideration. As long as an insurance com-
pany of another state or country is licensed in this Common-
wealth and is transacting business under that license, there is
little doubt that it will meet its obligations to pay its losses in
accordance with the terms of its contracts and conveniently
for the injured parties. But if such company should retire
from Massachusetts for any reason and has obligations out-
standing that require it to make weekly payments covering
a long term of years, there is a possibility that it may be-
come neglectful of those obligations and heedless of com-
plaints and put the payee to a lot of trouble. Some legisla-
tion should be enacted which will prevent annoyance and
delay under such circumstances and secure prompt payments
even though a company has retired from this Common-
wealth.

?. Ms to Certain Insurance Report
The experience of the last few years has shown that there

is no call for as large an edition of the pamphlet Report rel-
ative to fraternal benefit societies as is now being printed,
namely, fifteen hundred copies. This Report is embodied
in Part II of the bound Report of the Department, and the
purpose of printing the fifteen hundred copies separately was
to save expense by giving to the person interested only in
fraternal societies the pamphlet of about one hundred and
thirty pages instead of the bound volume of seven hundred

RECOMMENDATIONS TO BE CONTAINED IN THE
ANNUAL REPORT OF THE INSURANCE COM-
MISSIONER.
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and filly pages. If this number is reduced to eight hundred
it will he sufficient to supply the demand.

In respect to the Text and Tables, of which live hundred
copies are now printed, the situation is different, as each
year the edition is exhausted before the demand is fully sup-
plied. This pamphlet of about ninety pages is also a portion
ofPart 11, and gives in a tabular form information contained
in the larger volume and takes the place thereof in many
cases. I think that one thousand copies of this pamphlet
should bo printed.

3. Combination Life and Disability/ Policie
It now appears that the language employed in the statute

1912, chapter 524, may be interpreted to mean something
quite different from what was the manifest original intention
judging that intention by the connection between this statute
and other insurance statutes and the taxation statutes a
well. The provision of said chapter which is referred to i
the one which requires insurance companies, in case total
and permanent provisions are used in life policies,
to “ state the special benefits to be granted thereunder and
the cost of such concessions to the insured.

An insurance company conceived the idea that the re-
quirements of this stature could be met if it stated in its pol-
icies that these concessions are furnished without additional
cost to the insured. The Insurance Commissioner refused
to approve the policy under authority given him by the stat-
ute, believing that the intent of the statute was to have the
premium for the insurance stated in the policy for
the three-fold purpose of (1) giving the insured information
so that he need not be deceived as to the cost of the conces-
sion by having it covered up in the life premium on the pol-
icy, and (2) affording a basis for computing the reserv
and (3) requiring the company to pay its full proportion of
taxes. This refusal by the Commissioner was followed by
an action brought in the Supreme Court to review the Com-

ecision, as permitted by law.
icent opinion the Court has reversed the ruling of
nissioner and says that the issuing of the policy in

ion is not contrary to law.
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4. Jit
J 1 holds in respect to reserves that the Commissioner may

impute them under the statute 1912, chapter 74. But thi
is a statute relating solely to computing reserves for life in
surance policies, and used as indicated in the Court’s opinion
would give the Insurance Commissioner authority, appar-
ently, to compute reserves on all kinds of policies accordin
to his own judgment if he did not believe a company’s re
serves could be “ properly measured by the Mortality Ta
bles” specified in section 11 of the insurance law. It i
doubful if the Legislature ever intended to go so far by that
provision of the law as to give the Insurance Commissioner
such power over the setting up of reserves for any but life
contingencies. Its purpose was to meet a condition existing
when it was enacted and on account thereof to give author
itv to the Commissioner to increase the reserves on life in

ranee policies if a company was insuring lives so much
below the normal that the mortality of the company could
not be properly measured by the mortality tables set forth
fn the law, not to give him authority to compute reserves
for disability risks if the specified mortality tables do not
properly measure disability hazards, which of course they
do

As for the taxation question as it arises under this policy,
the Court did not attempt to solve the difficulty, which dif-
ficulty is that, by the method adopted by the company and
approved by the Court as not in conflict with law, the com-
pany will escape taxation on disability premiums, while
other companies which state the amount of the disability
premium as contemplated by the statute will be required to
pay taxes on the same.

It may be added that while the company uses language in
the policy to create the impression that it is giving the pol-
icy-holder something, and perhaps in a strictly legal sense is
giving him something, yet if any one should attempt to ob-
tain from the company a contract to give like value separate
from a life policy he would find that the gift goes only with
the life contract for which he pays. In fact, it is no gilt.
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is paid for by a part of the premium on the
that part of the premium should be set out

ssion
life policy, and
in the contract.

In this conn action it is pertinent to raise the question
al company has a right to make such gifts,whether a mutu

if they be gifts,
was not raised i
as the company
basis but it ha
completed, to b

to part of its policy holders. This question
n the case that went to the Supreme Court
which raised the issue is now on a stool
since taken steps, which are now nearly

come a mutual company.
The statute hould therefore be amended to close up the

gaps which according to the opinion of the Supreme Court
have been left therein and which for reasons above given
should not be allowed to stand. Two bills are presented for
this purpose.




