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Department of Banking and Insurance, Division of Insurance
State House, Boston, December 1, 1923.

To the General Court of the Commonwealth of Massachusetts:
In compliance with the provisions of section 33 of chapter 30 of the General

Laws, I have the honor to submit herewith such parts of the Annual Report of
the Commissioner of Insurance as contain recommendations for legislative action,
with the accompanying bills.

Respectfully your

WESLEY E. MONK,
Commissioner of Insurance.

RECOMMENDATIONS OF THE COMMISSIONER OF INSURANCE.
1. Authority of the Commissioner to Prescribe the Duties of his

Deputies and Assistants.
Under section 7 of chapter 26 of the General Laws the Commissioner is em-

powered to appoint a first deputy and such additional deputies, examiners, in-
spectors, clerks and other assistants as the service of the Division of Insurance
may require. This section provides that the first deputy shall discharge such
duties as may be prescribed by the commissioner and during the absence or dis-
abilit}' of the commissioner the deputies are empowered by this section to act as
commissioner in the order of their service. In view of the provision that the first
deputy shall discharge such duties as may be prescribed by the commissioner
there seems to be some doubt as to the powers of the other deputies while the
commissioner is present. This point should be clarified and the commissioner
should be empowered to prescribe the duties not only of the deputies but of the
other assistants named.

2. Interest on Loans or Overdue Premiums on Life Policies.
Clause 11 of section 132 of chapter 175 of the GeneralLaws provides for the re-

instatement of a lapsed life policy upon evidence of insurability and the payment
of overdue premiums and any other indebtedness to the company with interest
at the rate of not exceeding six per cent per annum. Section 142 of said chapter
provides for interest on loans on policies made by domestic companies at not ex-
ceeding six per cent per annum. Inasmuch as the reserve liability charged to
life companies under section 9 of said chapter is calculated with interest compounded
annually it seems proper that the company should have the option of charging
interest compounded annually on overdue premiums and policy loans.

3. Notice op Receivee’s Appointment.

Cljc Commonluealtlj ot Massachusetts

During the past ten years several domestic insurance companies have been
placed in the hands of a receiver at the relation of the Commissioner. Under the
present law the only notice which a policyholder receives when a company insuring
him is placed in the hands of a receiver is a constructive notice by publication of
the order of notice issued by the court on the information filed by the Attorney-
General. A large number of cases have come to the attention of the Department
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In connection with these receiverships in which the insured had no actual knowledgethat his policy had been terminated by the appointment of a receiver until longafter the appointment and in several cases the insured sustained a fire loss after
the receiver’s appointment of -which he had no knowledge. It seems expedient,
therefore, to recommend legislation providing that the receiver of a domestic
■company shall within twenty days of his appointment give notice thereof to all
policyholders of the company by written notice to them and also by publishing
such notice in such form as the Commissioner may require in such newspapers
published in the Commonwealth as the Commissioner may direct.

4. Commissions to Licensed Agents and Brokers.
Under the provisions of sections 182 and 183 of chapter 175 of the General

Laws, it is unlawful for an insurance company or any officer or agent thereof to
allow a rebate and for any person to accept the same. Section 184, however,
provides that a licensed agent or broker may receive a commission on policies
covering his own life or property.

This provision appears to furnish a motive for persons owning large property
interests or carrying large amounts of life insurance to become licensed as an agent
or broker for the sole purpose of effecting a saving on the cost of their insurance
equivalent to the amount of the commission received by them. The statute was
doubtless intended to apply only to persons who were actually engaged in the
business of an agent or broker and was not intended to permit an indirect violation
of sections 182 and 183.

It, therefore, seems expedient to recommend that a restriction be put on pay-
ment of commissions to licensed agents or brokers on policies insuring their lives
or property. A bill is, accordingly submittedmaking it unlawful to pay or receive
commissions in such cases unless the agent or broker has been duly licensed for a
period of two full years next preceding the actual date of issue of the policy.

5. Combination Fire Policies,
Certain mutual fire insurance companies desire to issue in this Commonwealth

what are known as “combination policies”, that is, a single policy on which several
companies are severally liable for a certain percentage of the total amount of risk
named in the policy.

Under the present statutes it is apparently unlawful for a company to issue this
form of policy.

The reasons urged for the authorization of such policies are to enable the com-
panies to economize in the number of policies issued, in the work incident to the
writing of policies, and to facilitate the wurk of caring for policies and their ex-
piration on the part of the insured.

_ . 1The effect of a policy of this type is simply to incorporate into a single form six
separate contracts and there appears to be no issue of public policy which wuuld
militate against this form of policyu The holder of one of these policies would be
just as completely protected by the one policy on which several companies are
liable as he would be under one policy issued by each company.

A bill is, therefore, presented authorizing the issuance of these policies which it
is believed places all the necessary safeguards for the protection of the insured and
the ascertainment of the rights and liabilities of both the insured and the company.

6. Perfecting Amendments in the Insurance Laws.
Several correcting or perfecting amendments should be made in the insurance

law's, none of which it is believed involves any very substantial change, except
the recommended amendments to section 114 of chapter 175 of the General Laws
relative to title companies.

It is proposed to make title companies subject to certain other sections in addition
to the sections now named in section 114. These sections are 3A, relative to the
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reference of complaints to the attorney general, etc.; 6, relative to injunction andreceivership proceedings against domestic companies; 15, relative to the duty ofthe commissioner to furnish annual statement blanks; 16, relative to examinationrecords and certificates as to the authority of a company; 18, requiring companies
to transact business in their corporate name; 19, relative to taxation; 19A, relativeto mergers of companies; 22, prohibiting certain policy provisions; 30, subjectingcompanies to the general corporation laws; 57 to 62, inclusive, relative to officers,bylaws, quorums, proxies and similar matters; 69 to 72, inclusive, relative toassessment, increase or decrease of, and dividends on, capital stock; 189, affixing
a penalty for unlawfully issuing policies; 193A, relative to information proceedingsand 194, prescribing a general penalty. No sound reason is perceived why thesesections should not apply to title companies, and there is every reason why theyshould not be exempt especially from receivership and information proceedingsand penalties.

The corrections and perfecting amendments are explained by reference to each
section of the recommended bill as follows:

Section I.Section 3 of chapter 175 of the General Laws prohibits the trans-action of the insurance business except as authorized by chapters 175, 176 or 177.It should also refer to chapter 178 under which savings banks are permitted to
engage in the life insurance business.

This section also provides that “all contracts of insurance on property, lives or
interests in the commonwealth shall be deemed to be made therein”. Some ques-
tion has arisen as to the purpose and effect of this provision. It is apparently said
in Johnson vs. Mutual Life Insurance Company, 180 Mass. 407, that if this section
means more than that the legality of contracts made in this commonwealth is to
be determined according to Massachusetts law, it is unconstitutional. This pro-
vision undoubtedly is intended to prevent a policy stipulation that the contract
shall be governed by the laws of a foreign jurisdiction. For this reason it is recom-
mended that this provision be removed from section 3, and that section 22 of
said chapter, be amended as provided in section 19 of the bill, to prohibit a policyprovision stipulating that the law governing the contract when made in Massa-
chusetts shall be that of a foreign jurisdiction.

Section 2. Section 3A proposed by this section is an amendment of section 8
of said chapter 175 which is repealed by section 18 of the proposed bill. Section
prelates only to violations of chapter 175. It should also refer to chapters 176,177 and 178 and also permit the transmission of complaints to the several District
Attorneys and to the Commissioner of Public Safety, which is the usual practice,
as well as to the Attorney General.

Section 3. Section 26 of said chapter 175 affixes a penalty for failure to file
the annual statement and permits the commissioner to suspend the authority of
any company while its default continues. It should be amended to make it clearthat sections 5 and 6 relative to proceedings against foreign and domestic companies
for violating the laws do not apply to a suspension under section 26.

Section 4. Certain perfecting amendments should be made in section 48 of
said chapter 175:

(а) This section relates only to the incorporation of stock companies. It purports,however, to permit the incorporation of a company under clause 3 of section 47under which clause only mutual companies may be formed.
(б) This section does not permit the incorporation of a stock company to transactclauses 1 and 8, or, clauses 1, 2 and Bof section 47. At present a company must

apparently incorporate under clause 1, or, under clauses 1 and 2, and then under
section 51 it may also do clause 8. For the convenience of domestic companiesgoing into other states all their powers should be stated in their charter and this
section should be amended accordingly.

(c) A mistake was made in chapter 39 of the Acts of 1923 amending this section.The words “not less than” should have been inserted before the words “threehundred thousand dollars” in the sixteenth line.
.

Section 6. As above indicated, section 48 relates exclusively to the incorpora-tion of stock companies. There should be a corresponding section in this chapter
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i elating to the incorporation of mutual companies as proposed by section 48Acontained in this section.
Section 6. - This section makes certain perfecting amendments in section 49.(a) Under the present law it has been contended that it is permissible to organizea stock insurance company with capital stock without a par value. If this is per-mitted under section 49 it is inconsistent with the provisions of section 63 whichplainly imply that the stock have a par value. This section should, therefore beamended to exclude the application of the provisions of chapter 156 to insurancecompanies in so far as they may permit the issuance of capital stock without a parvalue.
(6) This section refers to a “certificate of organization”. This term relatesonly to corporations formed by a special charter. The correct term is “articles oforganization”.
(c) This section shouldalso.be amended to permit the use of the word “assurance”in the corporate name of a company.
Section 7. It has been suggested that section 100 of said chapter 175 in so far

as it relates to the appointment of the third referee in reference proceedings is
somewhat ambiguous in fixing the time from which the ten day period named insaid section runs. The section will be clearer if said period runs from the appoint-
ment of the “second referee” instead of from the appointment of the “referee by
the company”, as proposed in this section.

Section 8. This amends section 105 in two respects.
(а) It strikes out so much of this section as relates to receivers, assignees, guard-

ians, conservators, etc. which provision is to be a new section and transposed to
chapter 205 of the General Laws. This provision is a misfit in this section, since
it does not relate solely to surety companies.

(б) The present section requires the Commissioner to notify the registers of
probate and insolvency of the qualification of all surety companies. This pro-
vision should be extended to include clerks of courts, district courts, etc., since
surety company bonds are commonly given in all the courts as well as probate
courts.

Section 9. The purpose of this section is explained under section 8 above.
Section 10. Sections 114 and 115 relate to title insurance. They are in bad

form, contain certain errors which should have been corrected in the revision, and
section 114 should, as above noted, make certain other sections apply to these
companies.

(a) Under chapter 576 of the Acts of 1907 these companies were exempted from
said chapter 576 “except as regards the manner of their formation”. In the present
section 114 the words above quoted were translated as sections 47 and 48. By
mistake section 49 was omitted.

(b ) Section 115 repeats in substance the provisions of sections 4, 25, 26 and
32. It refers to “a certificate of organization”, which, as above pointed out,
applies to corporations formed by special charter. This section also requires an
annual statement to be filed by these companies on or before January 15th, which
provision is inconsistent with the provisions of section 25, as amended, relative to
other companies, which have until March Ist to file their annual statement.

It is, therefore, recommended that section 115 be repealed, and that section 114
be revised to read as indicated in section 10.

(c) There are certain other sections which should, as above stated, be made
applicable to these companies, i.e. sections 3a, 6, 15, 16, 18, 19, 19A, 22, 30, 32,
57 to 62, 69 to 72, 189, 193 A and 194.

Section 11. There is no express prohibition against a foreign company trans-
acting any class of business in the commonwealth which is not specified in its
license. Obviously, the department should have a record of the class of business
each company is doing. The prohibition against a foreign company exceeding its
charter powers should also be more specific. This section amends section 152 to
cover these matters more specifically.

Section 12. Section 154 relates to the duty of the commissioner to forward
process when served upon him as attorney of a foreign company. There is no



express authority, in this section to transmit the process by
cor.amends section 154 to make it uniform with the.lawrektm.to other foreign cor

penalty insurance

l7l makes an “i=
no-pnt” nersonallv liable on any contract he negotiates in an unlice s

vsSTi’a sjss.

111
SWmn iF— This section amends section 178 to exclude its application to ac-

counts rendered by the commissioner when acting as receiver. Obviously, there i
no need of referring accounts of the commissioner as receiver to him as commis-

This makes a cross reference to section 4 in the second paragraph
of section 180 to clarify the authority of the commissioner relative to the exami-

inconsistency between sections 189 and 190

“
'h“M ““ be

pealed.
7. Increase of Certain Fees.

U) I■f V I m wln this fee was fixed the commissioner was not re-
-32 of said chapter is 130. When this lee was uxeu unc

gent fee is
2itmm~^

/n\ A fpp of 82 is now fixed for certificates issued under section io . .

■ JttSfASSW SS4 for the or—-
ofL insurance company is 525. A business corporation with an authorized capital,
for instance of $200,000 must pay a fee of $lOO while an insurance <sorporatio
~

‘ V i fei n()() Ann noys only $25. It is recommended that the fee be in-

»teV.T ItcnSS onJpor cent of the authorised capital i„ rate of stock
cornranvor a mutual company with a guaranty capital, with a minimum of $lOO,
and

P
that a flat fee of $lOO be fixed for a mutual company without a guaranty

capital

1924.] HOUSE No. 160. 0



HOUSE —No. 160. [Jan. 1924.6

(4) The fee for amending a company’s charter under section 50 is 15. Businesscorporations pay $lO which is recommended for insurance companies.(5) Under clause (g) of sections 51 and 54 the commissioner may license a com-pany to write unclassified lines of insurance. This license is now issued gratis andamounts to an amendment to the company’s charter. It is recommended that a
fee of $lO be charged for this license, which is the fee proposed for charter amend-ments under section 50.

(6) A fraternal society or assessment company may reincorporate under section56 as a stock company. The fee now established for the new charter is 110. For
the reasons stated in (3) above, this should be fixed at one twentieth of one per
cent of the authorized capital but not less than $lOO as recommended in the case
of a newly organized company.

(7) The fees fixed by sections 70 and 71 for the increase and decrease of the
capital stock of an insurance company is $5. This is inadequate for the services
required of the commissioner under these sections. This fee should be increased,
in the case of an increase of capital, to one-twentieth of one per cent of the amount
of the increase, now payable by business corporations, and to $25 in case of a de-
crease of capital.

The fee of $2 now charged under the apparent authority of section 14 for the
commissioner’s certificate issued under these sections, should be more definitely
authorized, and likewise the fee so charged for certificates under section 32.

(8) Domestic companies are not required to pay fees for agents’ licenses issued
under section 163. Foreign companies are charged $2 for each license. There
appears to be no good reason why this fee should not also be imposed on domestic
companies. The cost of printing, issuing and recording of agents’ licenses for
domestic companies is the same as that of such licenses for foreign companies. A
fee of $2 is, therefore, recommended for all agents’ licenses.

(9) The present fee for a broker’s license is $lO, veterans being exempt. Fees
for brokers’ licenses run as high as $2OO in other states. A stock broker is required
to pay $5O.

An increased fee of $25 is recommended not solely for the purposes of revenue
but primarily to improve the general situation and to discourage persons from
taking a license whose only purpose is to insure their own lives or property or the
lives or property of relatives or employers and who do not intend to act in good
faith as a broker as the statute requires.

If this fee is increased and the limitation on paying commission to licensed
brokers on policies insuring their own lives or property is enacted, as elsewhere
recommended, it is believed that an improvement in the present brokerage situa-
tion will be effected.

(10) A special broker is charged $2O for a license under section 168. If the fee
for a broker’s license is increased as recommended, it seems advisable to fix the
same fee for a special broker’s license.

(11) The fee for an adjuster’s license is $2. The comments made above relative
to the brokerage situation equally apply to the business of public adjusters of fire
losses. The fee for this license should be no less than $lO as recommended.

(12) Under section 173 partnerships may be licensed as adjusters, agents and
brokers. Section 174 permits corporations to be so licensed but not more than five
officers may be covered under the license. A blanket license covering all the partners
or the officers is issued for one fee, irrespective of the number of partners. Each
person under these licenses is authorized to act as adjuster, agent or broker as fully
as if they each held separate individual licenses. Each partner or officer should,
therefore, be required to pay the fees prescribed for an individual license of the
same kind.

No increase is recommended in the fees now payable by foreign companies.
While these fees might be reasonably increased, any increase would only augment
the charges levied on our domestic companies in other states under retaliatory
statutes.


