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I. Insurance of Lives, Property or Interests by

Domestic Insurance Companies in States in
WHICH THEY ARE NOT DULY LICENSED TRANS-
ACTION of Business for Unlicensed Foreign
Companies.

The National Convention of Insurance Commissioners
recently passed the following resolution;

Whereas, The writing of insurance by a company in a state where it
is not authorized constitutes a violation of the laws and is unfair
competition for the licensed companies, and at the same time may make
it possible to deprive insureds in such unauthorized territory of in-
demnity for losses sustained; and

Whereas, It lies within the power of the state of domicile of such
offending company to enact laws prohibiting this practice while the
state of residence of the insured is powerless in the matter; and

Whereas, The practice of setting up an office in one state for the
transaction of business with residents of another state now renders
such agency virtually immune from the insurance laws of all states:

Therefore, be it resolved by the National Convention of Insurance
Commissioners that the Commissioner of each state be requested to use
his best efforts to secure the enactment of the following two new sec-
tions of the insurance law of his state unless such provisions are already
incorporated therein:

1. The corporate powers of each company incorporated in this state
to transact the business of insurance shallbe limited to the issuance of
policies insuring persons or property or other hazards in the state of
domicile and in other states from which it has received authority to
transact insurance business from the Insurance Department of suck
state.

2. Any person or persons who maintains or operates in this state an
agency or organization for the transaction of insurance business in
another state shall be subject to the laws of this state relating to the
licensing of agents and brokers.

This resolution deals with two matters:
1. There are now many insurance companies in the

United States which transact business through the mails
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and thereby insure lives, property or interests in States
in which they are not duly licensed to transact business.
There is no way by which a State can directly prohibit
an insurance corporation domiciled in another State
from soliciting and writing insurance on lives, property
or interests within its borders through the medium of
the mails. The use of the mails for such a purpose could
be denied only by an act of the Federal Congress.

Each individual State, however, can regulate or re-
strict the corporate powers of insurance companies
chartered under its laws. The only effective way, apart
from such an act of Congress, to prevent insurance com-
panies from insuring lives, property or interests in a
State in which they are not licensed is for each State to
enact a law curtailing the corporate powers of its own
companies so that their charters will permit them to
insure lives, property or interests in other States only
if they have been duly licensed to transact business therein
in accordance with the laws of such States.

Section 45 of chapter 175 of the General Laws now for-
bids a domestic company to appoint an agent to act for
it in procuring business in any State in which it is not
duly authorized to transact business. This section does
not, however, abridge the corporate powers of a domestic
company to write policies on lives, property or interests
in such a State.

Legislation as recommended by the Convention will
tend effectively to prevent this abuse. While it may be
that our domestic companies have not made themselves
obnoxious to the authorities of other States by writing
insurance on lives, property or interests in States in
which they are not licensed, nevertheless, the recom-
mendation is entirely sound in principle, and Massachu-
setts should lead the way by enacting such legislation.

The bill herewith presented is, it is to be noted, re-
stricted in its application. (1) It permits a domestic
company to write insurance on lives, property or interests
in a State in which it is not licensed if the policy is pro-
cured under a law in that State similar to section 168 of
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chapter 175 of the General Laws, which permits a special
insurance broker under certain limitations to procure
insurance on property in this Commonwealth in an un-
licensed foreign company, when insurance in authorized
companies cannot be obtained. (2) It applies only to
the writing of insurance on lives, property or interests in
a State which by law prohibits its own companies from
insuring lives, property or interests in this Common-
wealth without being duly licensed therein. This re-
ciprocal provision is intended to induce other States to
prohibit their companies from doing, in so far as this
Commonwealth is concerned, what this bill forbids to
our domestic companies. (3) The bill further permits
domestic companies to continue, renew, revive or rein-
state policies made in a State when it was duly author-
ized to transact business therein, although it is not so
authorized at the time the policy is continued, renewed,
revived or reinstated.

This matter is covered by notion 1 of the bill herewith
presented.

175 of the General Laws2. Section 160 of chapte
now prohibits the negotiation of insurance in foreign
insurance companies which are not licensed to transact
business in the Commonwealth.

This section should be amended in accordance with the
second part of the resolution so that this section will
forbid the negotiation of insurance in this jurisdiction in
unlicensed foreign companies, whether the insurance
covers lives, property or interests in the Commonwealth
or elsewhere.

The present statute may possibly be broad enough to
cover the case of a person who negotiates insurance in
this State in an unlicensed foreign insurance company
wherever the subject matter of the insurance may be
situated, but the natural construction of the statute, in
view of section 3 of said chapter, would seem to be that
it applies to property or interests in the Commonwealth.

If this is the true construction of this section then it
might be possible for a person to act in this State as an
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agent of an unlicensed foreign company, provided he
did not place insurance on lives, property or interests
in this State. A similar situation arose recently in the
State of New Jersey whose Legislature has passed a
law to forbid the transaction of such business, and it
was the situation in New Jersey which prompted the
passage of the second part of this resolution.

This matter is covered by section 2 of the bill.

11. Classification of Risks by Certain Mutual
Companies.

Section 80 of chapter 175 of the General Laws permits
mutual fire companies to classify certain risks apart from
other risks for dividend and assessment purposes. Sec-
tion 53 of chapter 152 of the General Laws permits
mutual liability companies to distribute its workmen’s
compensation risks into groups for the same purposes.

These statutes were enacted prior to the passage of
chapter 267 of the Acts of 1925, by which mutual com-
panies were permitted to transact practically all the lines
of business permitted to stock companies.

In view of the fact that mutual companies may now
transact all kinds of business, it is proper that they be
permitted to classify their risks for different types of
coverage for dividend purposes so that the dividends paid
on a given class may be declared on the earnings of that
class.

The premium charges for policies written under the
compulsory motor vehicle liability insurance act (St.
1925, c. 346) are fixed by the Commissioner of Insurance.
All insurance companies are required by the law to use
the rates so fixed.

Some mutual insurance companies are writing other
classes of business in addition to writing such policies,
and are paying dividends on such policies out of the
earnings of the company as a whole on all kinds of busi-
ness which it is transacting. As above indicated, the
dividends should be predicated on the earnings of the
class. It is hardly fair to the holders of plate glass
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policies, for instance, to use the earnings on their policies
to pay dividends on policies of another class which did
not earn them.

Mutual companies issuing policies under said chapter
346 should be required by law to declare dividends on
those policies as a separate class, and those dividends
should be calculated on the rates fixed by the Commis-
sioner.

A bill covering these changes is herewith presented.

111. Advertising by Unlicensed Foreign Insurance
Companies.

Section 151 of chapter 175 of the General Laws re-
quires that foreign insurance companies shall be licensed
by the Commissioner of Insurance. Section 160 of said
chapter further provides that no person shall act or aid
in any manner in negotiating a policy of insurance in an
unlicensed company.

There is, however, no prohibition against the publica-
tion of advertisements in this Commonwealth on behalf
of an unlicensed foreign company. Certain unlicensed
companies have been advertising in newspapers printed
in this Commonwealth and broadcasting advertisements
over radio stations located in the Commonwealth.

These practices should be definitely prohibited by law.
The purpose of such advertising is no other than to in-
duce our citizens to procure insurance from such com-
panies, which pay no taxes here, are not subject to our
supervision, cannot be sued in this State and are engaged
in unfair competition with duly licensed companies. In
fact, some of these companies are absolutely unreliable
and could not qualify for a license under our laws.

Insurance is not commerce, and the Commonwealth
undoubtedly has the power to proscribe the printing or
publication of advertisements therein on behalf of such
companies under the principles declared in Com. v.
Nutting, 175 Mass. 154: affirmed 183 U. S. 553.

A bill embodying these recommendations is herewith
presented.
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IV. Assessment Insurance Companies.

Chapter 177 of the General Laws provides for the
transaction of accident and health insurance on the
assessment plan.

There are now no companies transacting business under
this chapter.

The transaction of life insurance on the assessment
plan was prohibited by law some thirty years ago. This
form of insurance serves little or no public purpose, and
this chapter is obsolete in my judgment.

I accordingly recommend that this chapter be repealed.

V. Lloyds Associations.
Section 161 of chapter 175 of the General Laws provides

for the authorization of Lloyds Associations to make
contracts of insurance as insurers.

A Lloyds association is simply a group of individuals
acting as insurers, each one assuming a fixed proportion
of liability on each policy issued.

There is now no Lloyds association licensed to do
business in Massachusetts. Insurance by individual
underwriters is obsolescent, if not obsolete.

The provisions of said chapter 175 as drafted are, in
large part, applicable only to corporations, notwithstand-
ing the broad definition of an insurance company con-
tained in section 1 thereof. This chapter is deficient in
that it lacks proper provisions specifically applicable to
a voluntary association or a group of individuals acting
independently as an insurer or insurers.

I accordingly recommend that section 161 of said
chapter 175 be repealed as obsolete.

VI. Charter Amendments of Limited Fraternal
Benefit Societies.

Limited fraternal benefit societies incorporated under
section 46 of chapter 176 of the General Laws are not
permitted to amend their charters under section 11 of
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that chapter. That section is inapplicable to incorpo-
rated societies operating under said section 46.

No sound reason appears why these societies should
not be permitted to amend their charters under a general
law as contained in said section 11, which applies to all
other domestic fraternal benefit societies.

I accordingly recommend that said section 46 be
amended to provide that said section 11 shall apply to
the societies incorporated under the first-mentioned sec-
tion.


