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€ommoiuucaltl) of JflassadjusettB.

REPORT OF THE JOINT SPECIAL COM
MITTEE ON INSURANCE.

P art I. —  Introduction-.
B o s t o n , J a n .  9, 1907.

To the Honorable Senate and House of Representatives.

The Joint Special Committee on Insurance, acting in accord
ance with orders adopted by the General Court May 11 and 
May 21, 1906, authorizing the committee “ to sit during the 
recess of the General Court, to revise, consolidate and arrange 
the general laws of the Commonwealth relative to insurance, 
and to consider the expediency of such legislation in amend
ment thereof as they may deem advisable; ” and “ to consider 
the subject of recodifying the insurance laws, as recommended 
by the commission appointed under chapter 11 of the resolves 
of the year 1906; ” and to consider the bills that were referred 
to the insurance committee in 1906,'— have the honor to sub
mit herewith the following report.

During the recess months we have held numerous hearings, 
duly advertised in newspapers of the Commonwealth; have 
carefully considered the bills referred to u s; the report of the 
Commission to Recodify the Insurance Laws; the laws relat
ing to insurance recently enacted by the State of New York 
and other States; and have studied such other evidence pertain
ing to the subject as we could command.

Under the orders from which this committee derived their 
authority no power was given them to summon witnesses to 
testify or to compel the production of books and papers. The
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report of this committee is accordingly in no sense the result 
of an investigation of Massachusetts insurance companies, but 
rather the conclusions reached from suggestions voluntarily 
made at public hearings, or gathered from the extensive litera
ture recently brought forth upon the topics of insurance. And 
in this connection the committee wish to record their apprecia
tion of the willingness with which various State officials and 
others have responded to requests for information with refer
ence to the matters in hand. This in particular has been true 
of the able officials of the insurance department, who have been 
ever ready to render available to the committee valuable data 
and material.

Following the investigation of the so-called Armstrong com
mittee of the New York Legislature, the attention of legisla
tive bodies has been directed as never before to the regulation 
of insurance corporations. A number of the western States, 
notably Indiana, Ohio and AVisconsin, have made or are mak
ing investigations of their domestic insurance companies. In 
the enthusiasm to correct the evils revealed, the tendency has 
been toward legislation perhaps more radical than necessary for 
accomplishing the objects in mind. AVhile we may say that for 
the commission of those offences involving an apparent loss of 
moral sense no legal remedy devisable can be justly called 
drastic, it is, however, questionable to what degree legislation 
should attempt to regulate purely actuarial details, upon which 
there is as yet a wide divergence of opinion between experts of 
established reputation and honesty.

From the mass of material before us we have endeavored 
after careful consideration to arrive at sound conclusions, and 
to propose only such changes and new legislation as we deem 
vital, having no desire to disturb existing conditions unless 
convinced that a distinct advantage to the insuring public would 
be gained thereby, either by remedying present conditions or 
by way of providing for the possible contingencies of less hon
est and efficient administration than that which is now credited 
to our Massachusetts insurance companies.
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Ho general and thorough revision of our insurance laws has 
been made for nearly twenty years, and research has brought 
to light inconsistencies, inadequacies and faults of ambiguity 
which we have endeavored to correct.

We have examined in detail the recodification submitted to 
us, and, while we have found it correct in the main, it has 
seemed wise to materially extend the work; and much has there
fore been done in the way of rearrangement, with a view of 
bringing certain sections together in harmonious connection.

The bills referred to us have been considered at length, and 
some of the ideas therein suggested have been embodied in the 
new laws now recommended.

As we append new chapters with all proposed changes incor
porated, we recommend “ no legislation necessary ” on the sepa
rate bills referred to us, with the exception of House Bill Ho. 
766 of the year 1906, “ An Act to incorporate the American 
Insurance Company,” which, with certain changes, we recom
mend ought to pass.

Part II. of this report is in the form of a list of the changes 
we have recommended, by title, giving chapter and section.

Part I I I .  is a discussion stating in brief the reasons for said 
changes.

Part IV. is a bill to replace present chapter 118, Bevised 
Laws, dealing with all kinds of insurance other than fraternal 
and assessment.

Part V. is a bill to replace present chapter 119, Revised 
Laws, fraternal beneficiary corporations.

Part VI. is a bill to replace present chapter 120, Revised 
Laws, assessment insurance.

Part V II. treats of certain propositions advanced which we 
believe it would be inadvisable for Massachusetts to adopt.
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P art  II. —  Changes recommended, by T itle .

1. Chapter 118, Revised L aws. (See B ill, P art IV .)
[Section numbers enclosed in parentheses refer to present sections in chapter 118, Revised

Laws.]
Section 1 (1),. .. .Terms “ reinsurance reserve” and “ premium 

reserve ” stricken out.
Section 6 (6),. .. .Insurance Commissioner given authority to 

audit books and accounts of insurance com
panies.

Uniformity of bookkeeping and accounting. 
Section 7 (7 ) ,. . .  .Injunction proceedings.
Section 11 (11),. .Liability of marine insurance companies. 

Assets admissible.
Section 17 (17),. .Certificate of commissioner as evidence. 
Section 20 (20),. .Reinsurance by fire insurance companies.

Limit of single fire risk.
Net assets of marine insurance companies. 

Section 2 2 ,..........Political contributions by companies prohib
ited.

Section 26 (25),. .Officers and directors not to be pecuniarily in
terested.

Investments and deposits of funds of com- 
panies.

Holdings of real estate.
Section 2 7 ,..........Salaries to be fixed by vote of directors.
Section 2 8 ,..........Vouchers required for all expenditures over

$100.
Section 32 (29),. .Fire insurance companies may insure against 

explosions.
Capital required for personal accident and 

health insurance reduced to $100,000. 
Section 33 (30),. .Verbal change.
Section 36 (33),. .Verbal change.
Section 37 (34),. .Limitations u]ion investments of companies. 
Section 38 (35),. .Verbal change.
Section 43 (40),. .Notice to policy holder of right to vote.

Verbal change.
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Section- 45 (42),. .Verbal change.
Section- 46 (43),. .Verbal change.
Section" 47 (44),. .Mutual fire insurance policies of same duration 

to have same rate of dividend.
Dividends not to be forfeited.
Notice of dividends to policy holders.

Section 48 (45),. .Verbal change.
Section 49 (46),. .Verbal change.
Section 50 (4 7 ) ,..Recodification of assessment provisions.
Section (48), . . .  .Stricken out.
Section (51), . . . .  Stricken out.
Section 61 (61),. .Limitation of risk of fidelity and surety com

panies.
Section 62 ,..........Acts of 1904, chapter 304, revised.
Section 64 (63),. .Investments of title insurance companies sub

ject to same limitations as capital of domestic 
insurance companies.

Section (70), . .. .Stricken out.
Section 74 ,..........False estimates and other misrepresentations

to insurants prohibited.
Section 7 5 ,..........Standard forms of life insurance policies.
Section 76 (74),. .Agents prohibited from soliciting proxies.

Access to list of policy holders.
Notice to policjr holder of right to vote. 
Eligibility of directors.

Section 77 (75),. .Retirement of guaranty capital.
Section 7 7 ,..........Deferred dividends prohibited.
Section 7 9 ,.......... Apportionment of surplus as to policies hereto

fore issued.
Section 80,............ Contingency reserve or safety fund.
Section 81,............ No company to issue both participating and

non-participating policies.
Section 82 (76),. .Surrender value to be paid in cash upon sixty 

days’ notice to company.
Section 83 (77),. .Annual license for foreign companies.
Section 86 (81),. .Corporation may he appointed as trustee for 

policy holders.
Section 87 (82),. .Verbal change.
Section 92 (87),. .Suitability of domestic agents to be determined 

by Insurance Commissioner.
Section 93 (88),. .Second.paragraph, relative to signs and adver

tising matter, stricken out.
Verbal change.
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Section 95 (90),. .Revocation of broker’s license by Insurance 
Commissioner.

Section 101 (9 6 ),.Form of annual statement required.
Companies doing both industrial and ordinary 

life business must render separate accounts 
of each.

2. F raternal Beneficiary Corporations. (S ee Bill ,
P art V.)

The accompanying bill differs from chapter 119, Revised 
Laws, as follows: ■—

Section 3 , ............Election of officers and change of by-laws.
Determination of salaries of officers.

Section 6 , ............Fraternal home outside State may become ben
eficiary.

Section 1 0 ,..........Investment of funds.
Section 1 2 ,..........Associations doing personal accident and health

business only, exempt from mortuary table. 
New fraternal beneficiary corporations to 

adopt National Fraternal Congress mortal
ity table.

Section 1 7 ,..........Annual renewal of license of foreign corpora
tions.

Section 2 3 ,..........Authority of Insurance Commissioner to ex
amine.

Section 2 8 ,..........Annual valuation.
Section 29 ,..........Annual distribution of surplus.

3. Chapter 120, R evised Laws. (S ee B ill , P art VI.)
[Section numbers enclosed in parentheses refer to present sections in chapter 120, Revised

L aw s.]

First. — No more companies allowed to organize.
Second. — Personal accident and health companies allowed 

to organize under chapter of the acts of the year 1907 
(chapter 118, Revised Laws), with capital of $100,000.

Section- 3 (4),. .. .Policy holders to elect officers.
Section 6 (6, 7, 9), Revision and consolidation.
Section 7 (10),. . .Deposit of emergency fund with State Treas

urer.
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Section (12), . . .  .Present law stricken out.
Section 11 (15),. .Expenses of investigation and contesting of 

claims not payable from death benefit funds. 
Section 16 (20),. .Certificate invalid if no business conducted for 

twelve months.

4. Other R ecommendations.
1. Savings bank insurance.
2. Over-the-counter insurance, — “ An Act to incorporate the 

American Insurance Company.”
3. New mortality table.
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P art III. —  D iscussion  of P roposed Chang es.

1. Chapter 118, R evised Laws.

Section 1.
Terms “ Reinsurance Reserve” and “ Premium Reserve” 

stricken out. — This section defines the various technical terms 
used throughout the act. In  the revision we have sought to 
avoid confusion by incorporating only such technical terms as 
are necessary to accuracy and comprehensiveness. In  view of 
the fact that the term “ reinsurance reserve ”  is embraced in 
and actually is “ unearned premiums,” we have retained the 
single term “ unearned premiums ” to define the contract lia
bility in all forms of insurance except life insurance. Simi
larly, the term “ net value of policies,” when used with reference 
to life insurance, comprehends the term “ premium reserve; ”  

so that, for the purpose of simplification, the latter may be 
stricken out. The two terms “ unearned premiums ”  and “ net 
value of policies ”  comprise the “ policy liability ” of all in
surance companies.

Wherever the terms here defined appear in the following 
sections, a change has been made in conformity with this sec
tion.

Section 6.
Insurance Commissioner given Authority to audit Books and 

Accounts of Insurance Companies.— With reference to the au
thority of the Insurance Commissioner to audit the books and 
accounts of an insurance company, the wording of the present 
law is ambiguous. Without doubt he may at his discretion 
“  inspect and examine its affairs; ” but it is questionable 
whether such examination may extend beyond the point neces
sary to determine the simple issue of the solvency or insolvency 
of the company.
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In  order that the Insurance Commissioner may audit the 
books of a company —- even admittedly solvent —- for the pur
pose of ascertaining possible mismanagement or misapplication 
of funds, we recommend that the law be made more explicit; 
and we have therefore provided authority to employ such ex
pert assistance as he may deem necessary to that end.

We believe the business and financial details of insurance 
companies should he subjected to frequent inspection; critical, 
impartial examination of their affairs is second only to the 
publicity elsewhere recommended in making certain to the in
sured that the business is effectively and economically admin
istered.

Uniformity of Bookkeeping and Accounting. — I t  would be 
of advantage to the insurance department, when examining the 
accounts of insurance companies, if all companies were obliged 
to keep their books and accounts in a uniform manner, and upon 
a system prescribed by the commissioner. Such a provision is 
a natural and necessary accompaniment to the power to audit. 
The possible inconvenience involved in first making the pro
posed change would be more than counterbalanced by the gair 
in time, ease and accuracy, and consequent economy in conduct 
ing examinations.

That such regulations are by no means unknown to Massa
chusetts policy is evidenced by the following: —

With reference to the Board of Gas and Electric Light Com
missioners, chapter 121, section 29, Revised Laws, provides 
tha t: -—

Corporations and companies which are engaged in the manufac
ture and sale of gas or electricity for light or heat shall keep their 
books and accounts in a form to be prescribed by the board of gas 
and electric light commissioners, etc.

So also chapter 11, section 21, provides, as to the Board of 
Railroad Commissioners, th a t: —

The board shall from time to time in each year examine the 
books and accounts of every corporation which operates a railroad



(street railway, and require them to be kept in a uniform manner
p upon the system prescribed by the board.

No satisfactory argument has been brought to our attention 
to invalidate the reasons above given favoring a similar provi
sion in our insurance laws herein recommended.

Section 7.
Injunction Proceedings. — According to this section, the In 

surance Commissioner shall have power to apply for an in
junction to restrain any company from compromising with its 
creditors on the false claim of inability to meet its obligations, 
instances of such action having appeared in the adjustment of 
claims in the case of the recent San Francisco disaster.

Section 11.
Liability of Marine Insurance Companies. — In  conformity 

with the laws in other States, we have, in the paragraph speci
fying the manner in which the policy liability of marine insur
ance companies is computed, changed the present requirement 
of 60 per cent, to 50 per cent., having no reason to believe that 
L,he solvency of such companies will be impaired thereby.

Assets Admissible. — The last two paragraphs in section 11, 
having been found inadequate and a source of controversy be
tween the examiners and the insurance companies, are stricken 
out, and replaced by provisions which will more fully meet the 
necessity for a stipulation as to what assets are admissible in 
estimating the financial condition of a company. In  addition 
to the provisions for charging the capital stock and the deposits 
made in foreign countries, we have endeavored to remedy the 
present deficiency of the law in valuing the real estate hold
ings of insurance companies. In  some instances a value has 
been placed upon real estate holdings so excessive that the earn
ings thereon have been as low as 2 per cent.
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Section 17.
Certificate of Commissioner as Evidence. — We have here 

added a paragraph to the present section, making the certificate 
of the Insurance Commissioner competent evidence in court in 
any question relative to the authority of a company, agent or 
broker to transact business in this Commonwealth upon any 
particular date. This will relieve the commissioner of the 
necessity of personally appearing and testifying.

Section 20.
Reinsurance by Fire Insurance Companies. — This change is 

in conformity with the ISTew York law, and is to prevent evasions 
of the law governing reinsurance by fire companies. By this 
amendment we believe it will be impossible for fire insurance 
companies to deplete the reserves required upon their policies, 
or to evade the payment of a proper tax upon their business.

Limit of Single Fire Risk. — This section also limits the 
amount of any fire risk to one-tenth of the net assets of a fire 
insurance company.

At present this limitation applies only to risks insured in 
Massachusetts. As practically all of the fire insurance com
panies operate extensively in many other States, unless this 
limitation is made applicable to business wherever written, the 
law would be of limited value. I t  should be made to apply 
generally, or be stricken from our statutes. While we cannot 
control the business of companies doing business in this Com
monwealth organized under the laws of other States, we can 
revoke the license of such companies to do business in this State 
if they operate anywhere on the unsafe principle of concentrat
ing too large a proportion of their liabilities in any one risk. 
The main object of the limitation is to scatter the risks, and 
thus lessen the peril of financial disaster. This suggestion meets 
the demands of sound underwriting, and will not be opposed by 
companies unless they are taking reckless chances.
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We recognize that there is difficulty in determining in some 
circumstances what a “ single risk ” is. The Attorney-General 
has given an opinion upon this point and even though it be im
possible to construct a definition which would meet all cases 
a wholesome influence is exercised by the limitation, without 
which an avenue to abuse and peril would remain open.

jYet Assets of Marine Insurance Companies. — In  the limita
tion of the risks which a marine insurance company may write, 
the words “ capital and surplus ” have been stricken out and 
“ net assets ” inserted. This change is in accordance with pro
visions relative to other insurance business, and makes it less 
difficult for the insurance department to reach a basis of calcu
lation; for the amount of “ capital and surplus wherever they 
may be ” (the present provision in the law) is impossible of 
ascertainment in the case of foreign companies, which are 
obliged to report on the business written in this country only.

Section 22.
Political Contributions by Companies prohibited. — The com

mittee is unaware that any insurance company in this Com
monwealth has ever contributed from its funds for political 
purposes, or, indeed, for any purpose inconsistent with the char
acter of its trust. The startling disclosures in Hew York make 
clear, however, the possibility of such misuse of funds when 
under the direction or control of men less mindful of moral 
obligation than of partisan advantage. We therefore recom
mend the enactment of a law which will make it an offence 
punishable by fine or imprisonment for any officer, director or 
agent of any domestic life insurance company to contribute any 
portion of its funds for political purposes.

Section 26.
Officers and Directors not to be pecuniarily interested. — Re

cent legislation in other States provides that no officer or di
rector of any insurance company shall be pecuniarily interested 
in its financial transactions except to the extent he is entitled
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as a policy holder. A self-evident proposition, involving as it 
does a moral aspect of the conduct of those in a fiduciary rela
tion, this amendment to the present law is obviously necessary 
and therefore needs no additional explanation.

Investments and Deposits of Funds of Companies. — A fur
ther provision in keeping with proper business methods is that 
all investments, sales and loans be authorized by the board of 
directors, and that the selection of any bank of deposit for the 
company’s funds be so approved.

Holdings of Real Estate. —• The most radical change pro
posed in this section is that no company be allowed to invest 
more in real estate than may be necessary for the convenient 
accommodation of its business, and then in no case to exceed 
10 per cent, of its cash assets.

This is necessary in order to remove the temptation to use 
the funds of a corporation for luxurious quarters or ornamental 
structures, which do not earn a sufficient income on the invest
ment and cannot furnish ready assets to meet possible liabili
ties. I t  has been brought to our attention that a large propor
tion of the assets of some companies has been invested in this 
way with very poor financial returns, and, indeed, actual loss 
in some cases. We cannot, in the interest of the policy holders 
of the State, too severely condemn this unwise use of the funds 
of any insurance company. We believe that this section as 
amended will make impossible the erection of palatial and un
necessary structures, and the consequent risking of the com
pany’s funds.

Section 27.
Salaries to be fixed by Vote of Directors. — We believe the 

Hew York law, which requires that no salary of over $5,000 
shall be paid without a vote of the directors, is worthy of adop
tion, but it seems unwise to go so far as to limit a salary con
tract to twelve months. I t might happen that a much-desired 
official could not be induced to leave an old position for a 
new one ' le inducement could be guaranteed for only twelve 
months. We believe a three-year limit to be advisable, and 
with this change recommend a law similar to that of Hew York.
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Section 28.
Vouchers required for All Expenditures over $100. — A simi

lar provision has been enacted in New York, and no properly 
conducted company could on any reasonable grounds oppose it. 
When the disbursements and the consideration therefor are re
corded in vouchers properly filed, and accessible to an examiner 
auditing a company’s accounts, the possibility of improper ex
penditures is as well guarded against as it is possible, when 
honesty and clean business methods cannot be secured by legal 
provisions alone.

Section 32.
Fire Insurance Companies may insure against Explosions. —- 

Under the present law it is possible to insure against explosion 
of steam boilers and fly wheels, but from the manifold other 
varieties of explosions no protection is available. Until recently 
it has been the custom with certain fire insurance companies in 
this Commonwealth to issue, upon the payment of an addi
tional premium, a “ rider ” upon the policy, giving the insured 
protection against loss from explosion followed by fire, the 
amount recoverable being the original value of the building, 
rather than the value of the ruins caused by the explosion be
fore the fire began. As it was plain that the law did not intend 
that fire insurance companies should do a general explosion 
business, the Attorney-General ruled that fire insurance com
panies must cease writing policies in this manner.

The amendment herein recommended provides that fire in
surance companies having a minimum capital of $300,000 shall 
be allowed to insure against explosion other than that of steam 
boiler and fly wheel. We feel that a provision allowing this 
form of insurance is necessary, and that the risk involved will 
not be excessive in proportion to the amount of capital required.

Capital required for Personal Accident and Health Insur
ance reduced to $100,000. — The present law requires a mini
mum capital of $200,000 for the organization of personal acci
dent and health insurance companies. For reasons discussed at
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further length under the consideration of chapter 120, we be
lieve it advantageous to reduce the requirement of capital to 
$100,000, and have provided for the reincorporation under this 
section of corporations organized under [Revised Laws, chapters 
119 and 120.

We have in consolidating sections 31 and 29 of the present 
law omitted the clause allowing companies to organize on stock 
plan “ to insure only mechanics’ tools and apparatus against 
loss by fire,” with capital of $25,000. This provision is obso
lete. ISTo companies now operate under it, as the regular fire 
companies conduct all such business.

Section 33.
Verbal Change. — In  the second paragraph we have amended 

the wording in order to conform to the evident intent of the 
framers of the law. As revised, it will read, “  shall be subject 
to approval by the insurance commissioner,” instead of “  shall 
be approved,” etc.

Section 36.
Verbal Change. — In  order to prevent ambiguity, we have 

inserted the word “  accrued ” before the word “ losses ” in the 
fifth line of this section.

Section 37.
Limitations upon Investments of Companies. — The general 

impression seems to prevail that the laws of our Commonwealth 
regulate the investments of the funds of life insurance com
panies. Such is not the fact, save in an extremely limited 
degree. Revised Laws, chapter 118, section 34, deals with the 
investment of capital of stock companies. There are but two 
Massachusetts life insurance companies having capital, viz., the 
Columbian [Rational Life Insurance Company, with $200,000 
capital, and the Berkshire Mutual Life Insurance Company, with 
$25,500 capital; the other five companies are purely mutual, 
whose capital has long since been retired. According to the 
1906 insurance report, the required reserves of the seven Mas-
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sachusetts life insurance companies amount to $142,269,165, 
and this, of course, does not include the sum of $15,458,255.99 
carried as unassigned surplus.

I t  will thus be seen that the provisions set forth in section 
34 at great length and detail, while appearing formidable and 
imposing, apply only to a well-nigh infinitesimal portion of the
assets of hut two companies.

The reserve of a life insurance policy is that part of the 
premium which the State requires to be set aside annually on 
a basis calculated to meet the payment of the principal of the 
policy at maturity. In  this it may be compared to the sinking 
fund of a city or town. These funds of a life insurance com
pany are trust funds, and are comparable with the deposits in 
savings banks. The certainty of the payment of the principal 
is in both cases of greater importance than the rate of interest 
earned.

The law regulates strictly the investment of the funds of 
savings banks and the funds which a trust company holds as 
trustee; it should also regulate the vast sums held by a life in
surance company. In- our opinion, more latitude for the ex
ercise of judgment may safely be allowed directors of life 
insurance companies than officers of savings banks, because the 
former, having control, generally speaking, of much larger in
terests, are likely to be men of wider financial experience, and 
are chosen with greater care than the trustees of savings banks, 
many of the banks being small and far from financial centers. 
Furthermore, if the investments of life insurance companies 
were to be restricted to the limited field permitted savings banks, 
the value and cost of such securities would be unduly enhanced 
on account of increased demand, and consequently the rate of 
interest materially reduced.

The reserve fund (this being the fund that supposedly guar
antees absolute safety to the policy holder) should be invested 
in securities which common experience has demonstrated to be 
safe. We do not deem it wise to adopt the plan of specifying 
the stocks and bonds of certain States, cities and railroads, etc.,
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as the character of these investments is liable to change and 
become unsafe by altered conditions.

Such a plan would encourage the introduction of amendments 
to the statutes, seeking the admission of other securities in which 
the promoters of the legislation might have personal interest. 
We believe it wise to establish a standard of safety based on 
experience, and to admit for investment only such securities 
as will conform thereto. As there are some investments which, 
in the ordinary course of events, could be made with safety, but 
which, by reason of peculiar conditions, would not come within 
the rule laid down, we have left a margin of one-quarter of the 
reserve, which, with some limitations, as set forth below, may 
be invested according to the discretion of the directors.

We believe that this plan will assure absolutely, or, as nearly 
so as possible, the safety of three-quarters of the reserve, and 
still leave to the judgment of the directors certain investments 
probably safe and profitable. The fact that our largest com
panies have more than three-quarters of their reserves now in
vested in the class of securities we specify is evidence that 
present boards of directors regard it as essential that the major 
part of their securities should be so invested; but this commend
able attitude may not always be maintained by their succes
sors. The plan we have adopted would also relieve them of the 
necessity of changing to any great extent the securities now held 
by them, except as to assessable stocks, such as bank and trust 
company stocks. We recommend the prohibition of investment 
in such assessable stocks, for the reason that an insurance com
pany should not be permitted to invest in securities which not 
only may become worthless, biit on which an assessment of an 
amount equal to par value may be demanded.

Further, the investment in such securities is unwise because 
it is difficult for investors to determine their true value. There 
may be large peculations not discoverable until brought to 
light by the bank examiners. Kecent events have shown that 
certain bank stocks were being sold greatly in excess of par 
value until the bank was examined, and after such examination,
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the bank examiner having ordered the bank closed, the stock
holders were called upon to pay an assessment. We believe that 
the amount of securities of any one corporation in which a life 
insurance company may invest should be limited to 10 per cent, 
of the par value of the total number of securities issued by 
such corporation and outstanding; and, further, that not more 
than 10 per cent, of the capital and reserve of an insurance com
pany should be invested in the stock of one corporation. An 
insurance company should not engage in a business other than 
its own, and should not, by a large stock ownership, acquire 
the control of other enterprises. Its functions should be to 
loan its funds upon good securities.

We have recommended, also, that life insurance companies 
be prohibited from investing in unincorporated enterprises, for 
the reason that statements are not required of them as are re
quired of corporations, and there is, therefore, little opportunity 
for determining actual values. We have not prohibited com
panies holding such securities as collateral to an amount equal 
to Y0 per cent, of their market value, because in that case there 
is no element of partnership, and the obligation rests upon the 
person securing the loan.

We recommend, as also does the Hew York law, the prohibi
tion of joint syndicate operations, and provide for the disposal 
of any securities prohibited to the company within five years, 
unless the Insurance Commissioner shall, for good reasons, ex
tend the time.

We are aware, after looking over the investments of Massa
chusetts life insurance companies, that, in the main, conserva
tism has been shown by them in the past, but it is the duty of 
this committee to recommend legislation which will render im
possible the occurrence in Massachusetts of evils similar to 
those which have been disclosed elsewhere. Had Hew York 
enacted proper insurance laws, including the limitation of in
vestments, before rather than after evils had occurred, who will 
say that it would not have been far better; and, with the scandal 
brought to light from the investigations in that State still fresh
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in our minds, the contention of the Commission to Recodify, as 
found in House Document, Ho. 1375, viz., “ Ho evil having 
appeared [in Massachusetts], the question as to restriction of 
investments is purely academic,” seems unsound.

It seems to us that Massachusetts legislators would be remiss 
in their duty did they not learn a lesson from the sad experi
ence of other States, and take now the “ ounce of prevention ” 
rather than the “ pound of cure ” later. The honesty with 
which particular individuals have administered their trust here
tofore is no guarantee that such perfection of conduct will be 
perpetuated in the future. To base our laws on such a premise 
would obviate the necessity of any legislation except as a conse
quence of crime actually committed within our own Common
wealth.

Section 38.
Verbal Change. — The word “ original ” in the second line 

and the words “ to the original amount ” in the third line of 
section 35 of the present law have been stricken out. Doubt
less it was intended to allow a company to make good whatever 
capital it had before impairment, and this amount might well 
have been an increased amount over the “ original capital.”

Section J/.3.
Notice to Policy Holder of Right to Vote. — Ho material 

change from the provisions of section 40 of the present law has 
been made in this section.

Verbal Change. — Instead of “ upon back of each policy,” 
read, “ upon the filing-back ” of each policy; the intention be
ing that the notice shall be printed across the narrow back of 
the folded policy.

The form of notice has been slightly added to, so that it will 
be evident to the policy holder that he possesses the right to 
vote.

For the discussion of the right of policy holders in mutual 
life insurance companies to vote, see under section 76.
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Section 15.
Verbal Change. — In  section 42 of the present law, lines 9, 

10 and 11, the words “ acquired under the provisions of the 
Public Statutes of this Commonwealth or of any acts subse
quent thereto ” have been stricken out. We do not find that 
there is now in existence any such capital stock, so that the pro
vision might well be removed as obsolete.

t

Section I 6.
Verbal Change. ■— Section 43 of the present law, in the last 

sentence, provides that “ this section shall not affect rights ex
isting on the fifteenth day of Pebruary in the year eighteen 
hundred and ninety of holders of policies in companies having 
a guaranty capital.” In  all probability such rights have long 
since expired; but in order to preserve any, if they exist, and 
in order to simplify the law, we have amended this section so 
that it reads, “ but the provisions of this section shall not affect 
existing rights.”

Section Ifl.
Mutual Fire Insurance Policies of Same Duration to have 

Same Bate of Dividend. — According to the present practice 
of mutual fire insurance companies, a return of premium, called 
a dividend, is made to the policy holder on the expiration of 
his policy, if the directors so declare. This dividend, on a one- 
year policy, is commonly 20 per cent.; on a three-year policy, 
40 per cent.; and on a five-year policy, 60 jjer cent. Supposing 
no unusual loss falls upon the company, the initial premium is 
considerably in excess of the cost of the insurance. To provide, 
however, for a possible contingency, the initial premium is made 
large enough to give the policy a substantial margin, and the 
unearned premium is charged upon the company as a liability.

The proposition has been advanced that a different rate of 
dividend should be allowed to be paid on different classes of 
risks; the main point of the argument being that, if the same 
rate of dividend must be paid upon policies of the same dura-
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tion, it is impossible for certain classes of risks to get insurance, 
— as for instance, farm property; for, to anticipate the return 
of premium, the initial rate must be placed so high as to be 
absolutely prohibitive. On the other hand, it is contended that, 
if it were allowable to declare a smaller dividend upon un
profitable classes of risks, notably farm property, the initial 
premium would not of necessity be so high, and the insurance 
of this class of property would be then acceptable to mutual 
companies.

This line of argument is plausible, and, while some plan 
which would afford insurance for farm property is greatly to 
be desired, it is obvious that, if classified dividends are allowed, 
the assessments when made would fall in unjust proportion 
upon those whose risks are the least hazardous; therefore, in 
order to preserve the mutuality of the companies, the same rate 
of dividends must be declared for policies of the same duration.

Dividends not to be Forfeited. — We see no reason for the 
forfeiture of dividends at any time before the statute of limita
tions would operate to free the company from liability there
from. As a matter of fact, the amount often tied up in un
claimed dividends is small, and we therefore see no hardship 
in obliging the companies to hold such dividends subject to 
demand.

Notice of Dividends to Policy Holders. — In  order that there 
may be fewer cases of uncalled-for dividends, we have provided 
that the policy holder shall be notified by the company of the 
dividend due him, by a notice mailed to his last known address. 
If the policy holder is entitled to a dividend on his policy, there 
is no good reason for not notifying him of the fact.

Section J/.8.
Verbal Change. — Instead of “ back of policy,” read, “ fil

ing-back of policy.”
Section J+9.

Verbal Change. — In this section we have substituted for the 
wording of present section 46, “ for the payment of losses and



28

expenses as same are incurred,” the following: “ for expenses 
and for the payment of losses only after such losses are in
curred.” This is to prevent the ambiguity which prevails under 
the present section.

Section 50.
Recodification of Assessment Provisions. — We have included 

in this section all matter referring to assessments in mutual 
fire insurance companies, bringing for that purpose from sec
tion (44) the sentence reading, “ Each policy holder shall be 
liable to pay his proportional part of the assessments,” etc., and 
also the last sentence in section (48). dSTo change has been made 
in the substance of the law.

Section (48), Present Law.
Stricken out. — With the exception of the last sentence, 

which has been placed in section 50, we have stricken out this 
section, as being obsolete. As an alternative provision for levy
ing assessments it has seldom if ever been used, and has no 
practical value in the law.

Section (51), Present Law.
Stricken out. — This section no longer applies to business as 

it is now carried on. While formerly it may have been wise to 
restrict the business of mutual fire insurance companies to cer
tain localities, it is now deemed wise to encourage a scattering 
of risks, and this limitation should therefore be removed.

Section 61.
Limitation of Risk of Fidelity and Surety Companies. — We 

have in this section limited the liability which a fidelity and 
surety company may incur to one-tenth of its net assets. The 
same argument applicable to fire insurance companies, section 
20, is in force here; and we have further provided that, if any 
foreign insurance company violates this provision, the Insur
ance Commissioner may revoke its authority to transact busi
ness in this Commonwealth.
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Section 62.
Acts of 1 9 0 1 Chapter $01+, revised. — Chapter 304 of the 

Acts of 1904 relates to the annual renewal of the license of a 
fidelity insurance company. We have not changed the sub
stance of the law here, but have merely simplified the section, 
and also made a general provision for the annual renewal of 
licenses of foreign insurance companies in section 83.

Section dis
investments of Title Insurance Companies subject to Same 

Limitations as Capital of Domestic Insurance Companies. — 
Under the present law, a title insurance company could legally 
invest all its capital in a single mortgage. This is clearly con
trary to the policy of our law. This section has been amended 
so that title insurance companies will be subject to the same 
limitations as are imposed as a measure of safety upon the in
vestments of domestic insurance companies.

Section 70.
Stricken out. — Section 70 of the present law requires cer

tain information in the annual statements of life insurance 
companies. We have in section 101 provided for new annual 
statements to contain this in addition to other information.

Section 74-
False Estimates and Other Misrepresentations to Insurants 

prohibited. — Section 73 of the present law provides that so
licitors, agents, physicians and other persons making false 
representations relative to applications to life insurance com
panies shall be punished by fine or imprisonment.

The insurant is, however, under the present law, without 
adequate protection from false estimates and misrepresenta
tions, and with the purpose of remedying this defect we have 
added a section relating thereto.
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False representations to the prospective policy holder have 
in this section been made a serious offence, and it is required 
that all literature relative to the cost, dividends expected, and 
descriptions of policies shall be made only over the name of the 
president, secretary or treasurer of the insurance company. If  
estimates and representations are authorized by the officers of 
a company, its good name is closely involved, and there will be 
less danger that inaccurate and beguiling literature will be used 
illustrative of the merits of various forms of insurance.

Section 75.
Standard Forms of Life Insurance Policies. — After much 

evidence, argument and consideration, your committee recom
mends as expedient and desirable the adoption by this Common
wealth of standard forms of life insurance policies. This is 
in accord with the recommendations of the Armstrong Com
mittee, and the action of the Hew York Legislature; and now 
brings into line for legislative action a recommendation of the 
Insurance Commissioner of this Commonwealth made in 1900, 
urging the then existing companies to agree upon a series of 
standard forms, embracing “ term, life, endowment and annuity 
policies, with the necessary divisions of each.” The present 
sagacious Insurance Commissioner thus refers to the subject in 
his last annual report: —

The demand for standard forms results from grave abuses. One 
company doing business here has over two hundred forms of poli
cies. Much of their language is technical and it is only the truth 
to say that the ordinary policy holder has but a poor comprehen
sion of his policy. Granted that there is no attempt at ambiguity 
or obscurity in the language used in these forms, it is, nevertheless, 
the fact that most of them are complicated and unusual, and were 
designed not to meet a demand but to create one for certain “ frills ” 
which the persuasive agent sets before the public as the best thing 
yet in life insurance.

But there are policies which do possess ambiguous provisions, and 
some whose language is so technical, involved and obscure that it is 
almost impossible to interpret them. There are forms that es-
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pecially offend as deceitful contracts. The ordinary holder in read
ing one of them would think himself entitled to a certain sum as a 
loan at a certain time, and he applies for it, only to be told that it 
will be made if he pays another year’s premium in advance, and not 
otherwise, and then the cunningly devised language is explained.

All these pitfalls for the feet of the great multitude of the un
wary in life insurance matters can be removed, and ought to be 
removed, just as in fire insurance, by the adoption of standard 
forms, those standard forms to embody as far as practicable lan
guage now in use in approved contracts which has been construed by 
the courts. There would thus, in the course of time, come to be a 
general understanding of the meaning of the contracts, for their 
language will have been subjected to judicial opinion, and when 
so construed could not be changed at the whim of some company 
manager. The quicker this is brought about, the sooner, as every 
insurance department knows, will be removed one of the most pro
lific sources of complaint from policy holders.

An insurance contract is made under peculiar circumstances 
which distinguish it from the ordinary contract; the terms and 
conditions are nearly always fixed by the company, and in 
many instances are so complicated and so obscure in meaning 
that they are difficult of comprehension even by the fairly in
telligent. The insurant is, therefore, obliged to trust to the 
explanations and advice of a soliciting agent, whose self-interest 
naturally leads him to urge the forms of contract securing to 
him the largest commission. In fire insurance the evils result
ing from the great variety of policies became so evident that in 
1873 Massachusetts took the initiative in the adoption of a 
standard form of policy. This proposition was at first strenu
ously opposed by the insurance 'companies, but the practical 
results which followed the 02reration of that law were admittedly 
beneficial to both the insured and the companies. Experience 
has proved the objection to have been unsound. We are con
vinced that the adoption of standard forms in life insurance — 
simple, clear, precise and easily understood—-would secure 
results as mutually satisfactory as was the case in fire insurance.

The hundreds of different policy forms now in use constitute 
a bewildering multiplicity and a restriction to the few forms
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which have served; for probably 90 per cent, of the business 
now in force could, in our judgment, be made without any 
sacrifice of essential details, for we are convinced that the very 
great variety of provisions, options, etc., which have made multi
tudinous forms necessary are not justified by public demand, 
but have grown from keen competition, which has inspired 
resourceful actuaries to invent and formulate novel propositions, 
in many instances more in the line of speculation than of 
legitimate life insurance.

The principal argument against our recommendation is that 
the State is undertaking to interfere in the making of private 
contracts. But the State has already established standard fire 
insurance policies, and does interfere in the making of pri
vate contracts when it is to protect the weak and unwary and 
within a year has prescribed by statute a form of contract in 
assigning wages. A further objection is, that the adoption of 
this proposition would oblige Massachusetts companies to with
draw from States whose requirements conflict with the provi
sions in our policies, and that companies of those States would 
be forced to withdraw from, this Commonwealth; but the pro
visions we propose apply only to policies issued and delivered 
in Massachusetts, and the freedom of our companies to issue or 
to deliver policies in other States, conformable with the laws 
thereof, is not restricted by the legislation now proposed.

The adoption of the standard forms of policies recommended 
would enable those desiring insurance to make such a fair and 
just comparison of propositions and results as would lead to the 
intelligent choice of both contract and company; and this weigh
ing of relative merits would induce competition in dividend 
results, and compel economical methods of management of ma
terial advantage both to the companies and their policy holders.

These recommendations are intended to apply only to domes
tic life insurance companies doing business under special acts 
of incorporation, and therefore fraternal, assessment and co
operative insurance associations and societies organized under 
the general law are exempt from the provisions of this section.
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It is significant to note that one Hew York company has 
decided, since the Hew York law requiring standard forms has 
gone into effect, to issue even in other States than Hew York a 
form of policy almost identical (there being a few minor changes 
in wording) with the Hew York standard form prescribed by 
law.

Section 76.
Agents prohibited from soliciting Proxies. — In  the recent 

elections in the Hew York companies it appears that the agents 
of the companies have been active in soliciting proxies for the 
administration ticket. The ease with which the officers of a 
company may utilize this ready organization to defeat the pur
pose of the body of policy holders is apparent.

The present law provides, with reference to domestic life in
surance companies, that “ no officer shall by himself or by 
another ask for, receive, procure to be obtained or use a proxy 
to vote.” Section 40, relative to mutual fire insurance com
panies, provides that “ no officer or agent shall solicit,” etc. We 
believe the same prohibition should. apply to the agents of 
mutual life insurance companies, and have accordingly extended 
the provisions of section 75 of the present law to apply to agents 
as well as officers.

Access to List of Policy Holders. — The glaring mismanage
ment of certain foreign life insurance companies has occasioned 
a demand for direct access to the lists of policy holders, in order 
that concerted action may be secured by them whenever abuses 
are brought to light calling for correction or redress. Unre
stricted access to such lists is, however, open to obvious objec
tions. I t  would disclose, without the consent of the insured, 
information of a confidential character, in which the public has 
no right or legitimate interest; it would give information which 
could be used in unscrupulous competition; and it would reveal 
evidence of attachable equities in the funds of the companies 
which would invite actions at law by pursuing creditors even 
in cases of misfortune, where possible loss to innocent and de
pendent beneficiaries might result. Furthermore, as such lists,
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running into hundreds of thousands, are so voluminous and so 
constantly changing by reason of deaths, lapses and additions 
as to be inaccurate unless revised daily, it would not be practi
cable to have them on file in the office of the Insurance Com
missioner, as has been suggested. Hor, indeed, should we fail to 
take into account, when estimating the advantages and disad
vantages, the fact that the publication of such lists, at least on a 
scale as elaborate as required in Hew York, would entail a heavy 
expense upon a company, and consequently upon the policy hold
ers. The preparation and filing of lists of policy holders for 
public inspection, to meet an exigency which is only remotely 
possible in Massachusetts, seems unwarranted in the light of 
these objections.

nevertheless, circumstances might in the future give rise to 
a legitimate demand for a list of policy holders; and to provide 
for such a contingency, we recommend an amendment to the 
law to extend to policy holders in a domestic mutual life insur
ance company a right to inspect a list of policy holders to be 
maintained by the secretary of the company. Stockholders in 
a corporation now enjoy a similar right to inspect lists of stock
holders of the corporation (see Acts of 1903, chapter 437, sec
tion 30).

Notice to Policy Holder of Right to Vote. — Policy holders 
in mutual insurance corporations have an obvious right to vote 
for officers at the annual meetings of the companies, and there
fore have the power to control their management. In  practice, 
however, this right has been so infrequently exercised that ten
ure of office in the management of these companies has become 
practically permanent. This in a large measure has doubtless 
been due to a feeling of confidence on the part of the policy 
holders that their interests were safeguarded by high intelli
gence and a conscientious concern, and to a belief that con
tinuity of management is desirable and essential to the best 
results. We believe that in most instances, and certainly from 
the reputation of Massachusetts companies, this confidence has 
been warranted.
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The revelations of criminal malfeasance in the management 
of some of the large New York companies, however, have proved 
to policy holders that over-confidence and indifference to their 
privileges may sometimes result in serious peril to their inter
ests. An attempt is being made at this writing to arouse the 
policy holders in these mismanaged companies to such a sense 
of self-interest and duty as will lead to the selection of trust
worthy and capable hoards of control. The result is awaited 
with interest, and will demonstrate whether the cumbersome and 
costly requirements of the New York law in this matter, now 
being enforced for the first time, are practical and effective, 
and worthy of general adoption. No discontent indicating pub
lic demand for changes in the law governing the election of 
officers in the insurance companies of the Commonwealth has 
been voiced before this committee; we believe, however, it would 
be an advantage to require, and we therefore recommend a pro
vision in the law, that notice of the time and place of the 
annual meeting for the election of officers be printed — in type 
not smaller than long primer — upon the filing-back of each 
policy, and also upon the receipt given for premiums; and that 
such notice shall include a reminder of the right of the insured 
to vote at such election in person or by proxy, — a right of which 
doubtless many policy holders have heretofore been unaware.

Eligibility of Directors. — We have thought it sound policy 
to require that two-thirds of the directors of our mutual life 
insurance companies shall be citizens of this Commonwealth. 
This is in conformity with the law relative to the directors of 
mutual fire insurance companies.

Section 77.
Retirement of Guaranty Capital. — I t  has always been re

garded as essential to the organization of a mutual company 
that there be at the start a guaranty capital sufficient to provide 
for the initial expenses. Until the company acquires sufficient 
surplus to become independent, this guaranty capital is neces
sary, and the holders of the stock are entitled to dividends
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thereon. The existence of stock is, however, foreign to the 
principle upon which a mutual company is conducted, and 
should he retired when the company is self-supporting. The 
present law provides (section 75) that “ any such company 
may redeem its guaranty capital hy appropriation of its net 
surplus for that purpose, if its members so vote.”

For the reason that policy holders are often careless of their 
rights, we recommend that the law be so amended that the re
tirement of guaranty capital may be automatic, as follows: when
ever the net surplus is twice the amount of said guaranty 
capital. This provision will allow a sufficient surplus after the 
retirement of the guaranty capital, and will make certain the 
complete mutualization of companies.

Section 78.
Deferred Dividends prohibited. — Prior to the year 1900 the 

statutes of this Commonwealth required that every domestic 
life insurance company issuing participating policies should 
make a distribution of its surplus annually, or every two, three, 
four or five years, as each company should determine; and that 
each insurer should be entitled to the amount contributed to the 
surplus by his policy.

The less restrictive laws of other States permitted the writ
ing of alluring but deceptive forms of insurance, forbidden in 
Massachusetts, of which the tontine and the unlimited deferred 
dividend are types; and the zeal of agents, inspired by large 
commissions, made these forms of insurance appear so attrac
tive that the growth of the business became phenomenal, rising 
in recent years to more than four-fifths of all the insurance writ
ten. In  the strenuous competition prevailing, this greater free
dom of foreign companies seemed to place the Massachusetts 
companies at a disadvantage; and they secured an amendment 
to the law (chapter 363, section 2, Acts of 1900), which pro
vided that domestic life insurance companies “ may from time 
to time make to policy holders not in arrears distribution of sur
plus not inconsistent with the terms of their policies.” I t  is
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doubtful if the Legislature which passed this amendment re
alized that it was permitting changes which made possible the 
manifold forms of corruption which have elsewhere been brought 
to light, constituting offences that have shocked the moral sense 
of the nation, and brought the beneficent principle of life in
surance into grave peril and disrepute.

Life insurance as originally conceived was a simple proposi
tion, providing a safe and sure protection against the calamities 
of life, at the minimum of cost; but the addition of such modern 
devices as those referred to have added an element of specula
tive investment, which, although popular with the great mass 
of misled insurers, is utterly at variance with the basic prin
ciple of insurance, and subversive of its highest value.

The wisdom of those who framed the insurance laws of this 
Commonwealth, requiring from mutual companies regular and 
frequent accounting and distribution of surplus to policy hold
ers, has been justified by recent disclosures of corruption else
where which the vast accumulation of unapportioned dividends 
made possible; and not only has corruption followed, but this 
immense sum, aggregating many millions, for which no security 
is exacted and no accounting required before the expiration of 
the long terms of contract, has been so drawn upon and reduced 
to meet the grossly excessive expenses incident to exploiting 
this form of insurance that the persistent survivors have been 
defrauded of a large part of the accumulations due and promised 
them.

But, even if the moral peril were removed and the dividend 
distributions honestly made, no form of insurance should be 
permitted offering the inducement of a share in profits accruing 
from the lapsing of policies through misfortune of the holders; 
nor, indeed, should any insurance contract be allowed which 
appeals to the gambling spirit, or leads to a disregard of the 
interests of dependent beneficiaries, or which can be nullified 
by death or discontinuance. dSTo form of insurance that invites 
or involves moral hazard or danger of loss to the policy holder 
should any longer be sanctioned by our laws.
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We have accordingly provided that for all policies issued after 
the first day of January, 1908, there shall he an annual appor
tionment and distribution of dividends. The owner of the policy 
may elect to receive the amount due him in any one of the 
following ways: (1) cash; (2) applied to the payment of any 
premium or premiums; (3) purchase of a paid-up addition to 
the policy; (4) or may permit the amount to accumulate to the 
credit of the policy at such rate of interest, not less than three 
per cent., as shall be allowed by the company, and the amount, 
with such interest, shall be payable on the maturity of the 
policy, or shall be withdrawable in cash on demand by the 
owner of the policy. Unless the owner of the policy shall elect 
otherwise within three months after the mailing by the com
pany of a written notice requiring such election, the company 
shall hold the amount payable in dividends according to the 
terms of option (4).

The present law provides that “ distribution to policy holders 
shall be made upon the contribution to surplus plan.” To the 
lay mind this is best explained by the statement that the policy 
holder shall receive in dividends an amount proportioned to the 
profit he has been to the company. This in the first year, for 
instance, on account of the initial cost, is not as large as later. 
The method of computing the exact amount a policy holder is 
entitled to is one of the most intricate in actuarial science, and 
may well be left to the determination of the company. When 
once it is required that the surplus be distributed, competition 
and publicity will be effectual in guaranteeing as large and as 
equitably distributed dividends as the profits of the company 
will allow. As provided in the accompanying bill, the distri
bution is to be upon the contribution to surplus plan, beginning 
not later than the end of the third policy year.

Section 79.
Apportionment of Surplus as to Policies heretofore issued. — 

A part of the present unassigned surplus of the company which 
has issued deferred dividend policies is that which the holders



39

of the deferred dividend contracts would have received had they 
held contracts calling for annual apportionment. We recom
mend that companies he required to provisionally ascertain the 
amounts now held by them awaiting apportionment upon de
ferred dividend policies, and that the amount so ascertained be 
charged as liabilities upon the companies; further that in the 
future there be annual provisional apportionment of the surplus 
to deferred dividend policies, to be charged a liability upon the 
company.

Section 80.
Contingency Reserve or Safety Fund. — It would be mani

festly unsafe to compel a company to distribute its surplus down 
to a point just short of the required legal reserve. Regard for 
the solvency of the company demands that there be a sufficient 
undistributed surplus to afford protection from possible shrink
age in the company’s assets. The Hew York law provides a 
graduated scale, the amount of the contingency reserve decreas
ing as the legal reserve increases. For the reasons stated in the 
report of the Commission to Recodify the Insurance Laws, the 
law of Massachusetts, enacted in 1881 (Statutes of 1887, chap
ter 214, section 75, repealed by Statutes of 1900, chapter 36d, 
section 2), is preferable, and we recommend accordingly that 
a company be allowed to accumulate and maintain a contingency 
reserve or safety fund of not more than 10 per cent, of the 
reserve, not counting as surplus the excess of market value over- 
par of all bonds held by the company; provided, however, that, 
in case said 10 per cent, of the reserve is less than $100,000, a 
company shall be allowed to maintain a contingency reserve of 
not more than $100,000.

Section 81.
No Company to issue both Participating and Non-participat

ing Policies. — Both the Armstrong Committee and the Com
mittee on Uniform Legislation, appointed at the Convention of 
Governors, Attorney-Generals and Insurance Commissioners, 
have recommended that no life insurance company be allowed 
to issue both participating and non-participating policies.
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We recommend that Massachusetts conform to this require
ment, as it is contrary to every principle of mutuality that a 
mutual company should conduct these two classes of business, 
differing widely in principle, and likely to work injustice either 
to one class of insurers or to the other, according as the non
participating policies are carried at the expense of the mutual 
department, or the mutual policies derive a profit from the non
participating.

Section 82.
Surrender Value to be paid in Cash upon Sixty Days’ Notice 

to the Company. — The now firmly established principle of non
forfeiture, first recognized in this Commonwealth, gives to the 
insured whose policy has lapsed the substantial part of the 
reserve accumulated from the premiums paid in. For the loss 
the company is supposed to have sustained through his with
drawal, or by way of compensation to the company for the ex
pense it must incur in securing a new member to take his place, 
a “ surrender charge ” is imposed; and this sum, when deducted 
from the reserve and dividend additions upon the policy, less 
any indebtedness, leaves the “ surrender value ” of the policy.

I t  will be observed, however, that under the present law no 
policy acquires a surrender value in cash directly. I f  a policy 
holder, for financial or other reasons, at any time after the pay
ment of three full annual premiums desires to surrender his 
policy and obtain thereon a surrender value, he may not do so 
except upon an anniversary date of the policy, and then only 
by a default in the payment of the next premium. In  short, 
no policy acquires a surrender value until it has lapsed.

After a policy has lapsed, it automatically acquires by opera
tion of the law a surrender value applicable for the purchase of 
paid-up insurance; or, as the law provides, “any company may 
contract with its policy holders to furnish, in lieu of the paid-up 
insurance provided for in this section, any other form of life 
insurance lawful in this commonwealth of not less value.” Ho 
policy in strict interpretation acquires a value payable in cash 
until it shall have become a paid-up policy; for this section of
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the present law goes no further than to declare that “ every 
such paid-up policy shall have a cash surrender value.” Hence, 
a policy on which the surrender value is payable in cash must 
first have been applied to the purchase of paid-up policy, which 
paid-up policy may be converted finally into cash on an anni
versary date.

It is our opinion that if a surrender value is desired it should 
be obtainable directly in cash, with no necessity of an inter
mediate process; and that, further, this cash value should be 
obtainable not later than sixty days after the policy holder shall 
have given notice to the company of his intention to withdraw 
it. We do not perceive that, by extending this as a right to the 
insured, — no more, and indeed less, than some companies see 
fit already to allow by their contracts as a privilege, — any 
company need suffer thereby, either by the extra labor involved 
in handling such cash payments, or by necessity of disposing 
of securities at inopportune times to meet unexpected demands. 
We have amended section 76 of the present law in accordance 
with the above recommendations.

We also recommend that every insurance policy contain a 
table of the cash surrender values obtainable after the third 
year; and also that, in case a company allows a surrender value 
at an earlier date, the amount be so stated in the policy. This 
is merely in conformity with the present custom of all repu
table companies. Tor this requirement see standard forms.

A further recommendation of the same nature is, that every 
company be required to send notice of the lapse of a policy, 
together with a statement of the amount of the surrender value 
payable thereon, within thirty days after the date of such lapse 
to the last known address of the policy holder.

Section 83.
Annual License for Foreign Companies. — According to sec

tion 7 of the present law, a foreign insurance company once 
licensed to do business in this State may continue until its 
authority is revoked by the Insurance Commissioner. Fidelity
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insurance companies have alone been compelled to secure from 
the commissioner an annual renewal of license.

We have amended this section so that all foreign insurance 
companies must secure an annual renewal of license to trans
act business' in the Commonwealth, being convinced that this 
principle, already approved in other States, is one which should 
be adopted here, in order that the Insurance Commissioner may 
have better control over foreign corporations; and that, should 
an occasion arise for excluding a company from the Common
wealth, it may be done by a refusal to renew its license, — an 
expeditious mode of procedure, unattended by notoriety of court 
proceedings.

Section 86.
Corporation may be appointed as Trustee for Policy Hold

ers. — Under the present law no authority is given to an in
surance company of a foreign country to appoint a corporation 
as trustee, as the wording only admits of the appointment of a 
person. As it is often desirable to name a trust company in 
this capacity, and entirely in keeping with modem business 
methods, we have in the accompanying bill inserted the words 
“ or corporation ” after the word “ citizen ” in the second line.

Section 87.
Verbal Change. — We have revised the wording of the last 

four lines in section 82 of the present law, our object being to 
more clearly indicate what this section evidently means, — that 
the capital of a company shall be reckoned a liability. See 
also section 11 of accompanying bill, “ What assets admitted.’*

Section 92.
Suitability of Domestic Agents to be determined by Insur

ance Commissioner. — The Insurance Commissioner has under 
the present law the authority to pass upon the suitability of 
agents appointed by foreign companies. The present law, how
ever, gives him no discretion over any appointment which a 
domestic insurance company may make. Thus it has been not
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an uncommon occurrence that an agent for a foreign company 
whose license had been revoked for misconduct would secure 
appointment by a domestic company, and under the law the 
Insurance Commissioner could make no authoritative protest. 
As amended, the Insurance Commissioner will have power under 
this section to refuse a license to a domestic agent if he deems 
him an unsuitable person. In  view of the fact that the fair 
repute of an insurance company is dependent in a large degree 
upon the conduct of its agents, it is especially important, both 
from the point of view of the company and of the policy holder, 
that agents be of good character.

Section 93.
Second Paragraph, relative to Signs and Advertising Matter, 

Stricken out. — This paragraph, originally introduced into the 
law in 1852, provides that agents for foreign companies shall 
set forth upon their signs and advertising matter various in
formation concerning such foreign companies. While this pro
vision may have been practical and necessary when companies 
were few, and there was little other protection to insurants 
against misrepresentations, we believe that it is now obsolete. 
I t  would be practically impossible for agents of to-day, repre
senting many different companies, to comply with the letter of 
the law; and since that time there have been provisions which 
protect the insurer, and provide that he shall have due informa
tion upon these matters.

Verbal Change. — In  section 88 of the present law we have 
stricken out the word “ accountable ” in the next to the last 
line and substituted the words “ required to make said returns.” 
This change is to remove the present ambiguity.

Section 95.
Revocation of Broker’s License by Insurance Commissioner. 

—- Section 90, paragraph 2, of the present law, gives the In
surance Commissioner power to revoke a broker’s license either 
because of a violation of the insurance laws, “ or if it shall ap-
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pear to the commissioner, upon due proof after notice, that the 
holder has unreasonably failed and neglected to pay over to the 
company or agent entitled thereto any premium or part thereof 
collected by him on any policy of insurance.”

We recommend that the clause reading “ if it shall appear,” 
etc., be stricken out. In  practical operation, the Insurance 
Commissioner is made a collection agency for companies and 
agents whose subordinates have failed to turn over receipts. 
As its only result is to burden the commissioner without in
creasing his powers, by striking it from the law we shall in no 
way weaken his authority of revocation, and shall free him from 
a duty properly belonging to the company.

Section 101.
Form of Annual Statement required. — I t  may well be as

serted that no element has been more responsible for the un
wholesome aspect of the insurance business than the fact that 
policy holders and public have been kept in the dark as to the 
operations and accounts of the companies. AVhere it has been 
profitable to devote large sums to wrongful purposes without 
fear of detection, it is not altogether strange that is has been 
done.

No more powerful influence for good can be devised than 
that which shall require annually of every company doing busi
ness in this Commonwealth a complete statement of its transac
tions. Then, and then only, will an intelligent basis be reached, 
upon which comparison may be made between different com
panies. I t  is said that comparisons may in the individual case 
sometimes work injustice. The general result, however, is far 
more to be considered, especially as carefully detailed state
ments will eliminate this objection.

ISTo discretion should be left to the Insurance Commissioner 
in requiring certain minimum annual returns. He may extend 
his inquiries as far as he may deem advisable beyond that point, 
and, as we have provided, at such other times as he may deem 
necessary.
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We have accordingly incorporated in this section a form of 
returns which will present the essential information as to dis
bursements, assets, liabilities, gains and losses, etc. A survey 
of the forms will denote, without further explanation, the 
nature and extent of the information required.

Companies doing both Industrial and Ordinary Life Business 
must render Separate Accounts of Each. — It is a well-demon
strated fact that the expense of conducting the industrial de
partment of a life insurance company is much greater than that 
of carrying on the ordinary life. Where a company engages in 
both classes of business, there is the temptation to make one 
department bear the cost of the other, as the case may be. We 
recommend that all companies doing business in Massachusetts, 
which do both an industrial and ordinary life business, be re
quired to make two annual statements, one of which shall cover 
the industrial department and the other the ordinary depart
ment.

2. F raternal Beneficiary Corporations.
The recent investigations of the old line life insurance com

panies have shown appalling dishonesty and misappropriation 
of funds. After the worst has been said, however, the criticism 
cannot be made that this malfeasance has brought any company 
into an insolvent condition. Your committee has made many 
recommendations looking toward improvement in the manage
ment of these companies. How much greater is the need, then, 
of reform in the fraternal beneficiary corporations, where the 
history of the past twenty-five years has shown that, although 
there has been no dishonesty or misappropriation of funds, the 
system upon which they have operated has been so faulty and 
inadequate as to put a great majority of them into bankruptcy 
and receivers’ hands.

After carefully investigating the fraternal situation, we have 
concluded that the only way to prevent failure and loss, and to 
perpetuate the system of fraternal insurance, is to place it upon 
a firm foundation, -— by providing for it, in the statutes, a 
rigid system of control of business financial methods.
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Your committee is therefore convinced of the necessity of 
legislation which will compel the fraternal societies to conduct 
their business along uniform lines, and establish it upon a 
sound financial basis. Certainly if .the Legislature has seen fit 
to regulate old line life insurance companies, where failures 
have been few, how much greater is its duty to control and 
safeguard the interests of thousands of members of fraternal 
societies, in which disasters have been so frequent.

In  1899 the National Fraternal Congress, comprising a ma
jority of the old fraternal societies of this country, appointed 
a committee to draw up a uniform bill to be presented to and 
urged for adoption by the Legislatures of the different States. 
This was followed by many conferences of considerable length 
between this Fraternal Congress and the association of Insur
ance Commissioners, to secure, if possible, an agreement upon 
the terms of a uniform act. While the two associations were 
unable to agree upon every point, the bill which they recom
mend, as the result of their mutual deliberations, modified in 
certain provisions to meet the peculiar conditions existing in 
Massachusetts, embodies many of the features necessary to put 
fraternal insurance upon a safe, conservative and uniform basis. 
We have considered this matter very carefully, and found it 
necessary to revise and amend the bill prepared by them, so as 
to adapt the bill to fraternal insurance as conducted in this 
Commonwealth. Your committee therefore recommends the 
repeal of chapter 119 of the Revised Laws, and the enactment 
of the accompanying bill.

The important differences between chapter 119 and the pro
visions of this act are : —

Section S.
Election of Officers and Change of By-laws. — This bill pro

vides that a vote of two-thirds of the supreme governing body 
shall be required to change by-laws, elect officers and fix their 
salaries; and that members of subordinate lodges shall be repre
sented by a proportion of three-fourths of the entire member-
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ship of the supreme body. The purpose of this change is to 
aiford a representation of the members of a society in its own 
governing body, which gives the elected delegates, and through 
them the members at large, a more direct control of the policy 
and management of the society. This follows the general trend 
of insurance legislation, designed to place more direct control 
in thq hands of the insured. We are satisfied that the supreme 
governing bodies of many of the fraternal societies in Massa
chusetts have been so manipulated as to practically maintain 
the control of affairs in the hands of what has been virtually a 
close corporation, composed of the life membership of the su
preme body. This policy, after a consideration of all sides of 
the question, we deem unjust and indefensible.

Determination of Salaries of Officers. — Another reform pro
posed in this section is, that all salaries of officials shall be de
termined by a two-thirds vote of the supreme body. The amount 
of such salaries is usually determined by a finance committee, 
appointed by the presiding officer of the supreme body. This 
practice is so obviously absurd that its correction requires neither 
explanation nor defence.

Section 6.
Fraternal Home outside State may become Beneficiary. — By 

the operation of the present statute, a member of fraternal bene
ficiary corporation cannot name a fraternal home as his bene
ficiary, if the home is located outside of the Commonwealth. 
The time has arrived when we should remove this restriction, 
in order that a home maintained by the order, wherever located, 
may become a beneficiary of a member to the extent of the 
amount disbursed by it for the benefit of said member, his wife, 
widow or child.

By no other agency than these homes can an aged, infirm, 
indigent or unfortunate member, or his family, obtain so great 
advantage at so little cost. I t  would seem, therefore, that there 
can be no reasonable objection to the modification as above 
recommended.
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Section 10.
Investment of Funds. -— I t  would seem contrary to sound 

policy and the true purpose of fraternal insurance to permit the 
investment in real estate of funds contributed solely for insur
ance; for such investments would open the door to possible mis
use of such funds, as well as to the danger of loss through un
profitable ventures by unwise and incapable officials. We have, 
therefore, limited such investments of funds to real estate suffi
cient for the office purposes of the association.

Section 12.
Associations doing Personal Accident and Health Business 

only, exempt from Mortuary Table. — We recommend that fra
ternal societies furnishing personal accident and health insur
ance only, be allowed to conduct such business without being 
subject to the mortuary table herein designated. Inasmuch as 
these tables have been compiled from lives terminating from 
natural as well as accidental causes, and as the first class greatly 
outnumbers the second, it is unfair to compel a society doing 
only a personal accident insurance business to comply with rates 
designed to cover deaths from all causes.

New Fraternal Beneficiary Corporations to adopt National 
Fraternal Congress Mortality Table. — The success or failure 
of fraternal insurance depends upon the rate of assessment 
charged; and Commissioner Cutting, in his report of 1905, very 
fitly says: “ The fraternal does not exist, nor, in view of the 
existing law of nature, will it or any other kind of insurance 
company ever exist, which can continue to pay death claims 
indefinitely if it merely collects the cost of insurance for the 
age of entry.” The fraternals, recognizing the futility of carry
ing members through life at the rate fixed at the age of entry, 
and realizing that methods which have so frequently restilted 
in collapse and liquidation must of necessity he unsound, were 
the first to invoke legislation providing adequate rates of assess
ment applicable to their own and to kindred insurance orders.
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We have accordingly provided that the National Fraternal 
Congress table shall be the minimum standard of rates for all 
fraternals hereafter organized. This is in accordance with the 
present law.

Section 17.
Annual Renewal of License of Foreign Corporations. — This 

section, taken in conjunction with section 23 (authority of In
surance Commissioner to examine), empowers the commissioner 
to prevent any foreign corporation in an insolvent condition 
from doing further business in this State until he is satisfied 
that it has been restored to a solvent condition.

Section 28.
Authority of Insurance Commissioner to examine. — The in

surance department under this bill is authorized to examine fra
ternal societies every three years, to determine their solvency, 
in the same manner that old line companies are now examined.

This method permits a determination as to whether a fra
ternal society is sound or not in time to adopt measures for the 
protection of its beneficiaries if it should prove to be insolvent. 
Heretofore the earliest knowledge its assured have been able to 
secure of its unsound financial condition has been the appoint
ment of a receiver by the court.

Section 28.
Annual Valuation. — This bill provides for a yearly valua

tion of outstanding policies or certificates, to ascertain the net 
reserve.

Section 29.
Annual Distribution of Surplus. — In  conformity with the 

requirement for reserve, we have further provided that any sur
plus accumulated be distributed annually.

Your committee are strongly in favor of and recommend the 
accompanying bill. The fraternal beneficiary corporations of 
this Commonwealth have gone far beyond the simple organiza-
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tions first conceived, whose fraternal and lodge features were 
predominant. They have become insurance companies in every 
sense of the word, the largest of them rivalling in size the old 
line companies. Our only concern is for those who contribute 
their savings in confidence that their wives and families will 
be provided for. With this end in view, it has been our inten
tion to provide for fraternal beneficiary corporations somewhat 
the same requirements as are everywhere deemed necessary to 
the solvency and sound administration of insurance companies.

3. Chapter 120, R evised Laws.
Chapter'120 of the Revised Laws provides for the organiza

tion of corporations on the assessment plan to insure against 
death by accident, or physical disability resulting from accident 
or sickness, no capital, of course, being required or indeed au
thorized.

A survey of the record of incorporations under this law re
veals a long line of collapsed companies, and the survival of very 
few whose published returns give reasonable promise of per
petuity.

Since the passage of this act, 39 corporations, including 2 live 
stock companies, have been organized under its provisions; of 
this number, but 7 are now extant. In  view of this record, we 
deem it wise that no more companies be allowed to organize 
under chapter 120. This, as a matter of course, will not affect 
the rights of existing companies.

I f  any assessment companies or fraternal corporations doing 
business under chapter 119 wish to change to do simply personal 
accident and health business (to insure any person against physi
cal disability arising from accident or sickness and against death 
by accident), the Commonwealth should encourage and facilitate 
the conversion of such corporations into stock companies under 
the provisions of chapter 118, by reducing the requirement of 
capital stock from $200,000 to $100,000.

The present law requires, for the organization of personal 
accident and health companies on the stock plan, a capital stock
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of $200,000. The assessment companies would be far more 
stable, in our opinion, if they operated under chapter 118, with 
a paid-up capital of $100,000, than under the present “ pass- 
the-hat ” plan, and we have reason to believe that several com
panies of this class would avail themselves of this change in our 
statutes; this, in conjunction with the fact that no new assess
ment companies could organize, would prove a distinct advance. 
Other States require but $100,000 capital, and Massachusetts 
would do well to follow in this respect.

That we are not departing from the high standard of solvency 
which this Commonwealth demands from insurance companies 
is evident, when the peculiar nature of accident insurance is 
considered. The amount of capital required bears no relation 
to the amount at risk; in fact, an accident company cannot com
pute its possibility of future losses in a practical manner at all 
comparable with the accuracy with which a life insurance com
pany foretells its liabilities. I t  lias been proved that the large 
proportion of people taking out accident and health policies 
never become claimants, even if they persist to the end of their 
days. In  the case of a life insurance company, if the insured 
persists long enough, the company will eventually pay a death 
claim; in fire insurance, a single conflagration may take every 
available dollar of the assets of a company.

There is no good reason, because a capital of $200,000 is re
quired of old line life and fire insurance companies, that the 
same requirement should be made of personal accident insur
ance companies. We believe that, as compared with the risks 
involved, $100,000 capital for personal accident insurance com
panies is as large in proportion as $200,000 for fire and life 
insurance companies.

In  the transition from the provisions of chapter 119 or chap
ter 120 to the stock plan, various contingencies will arise. What
ever changes are made in new contracts issued, old obligations 
must of course be fulfilled, unless by mutual consent a change 
is made. In  cases where the stock basis is to be adopted, the 
surplus accumulated under the old organization should be dis-
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tributed to the existing policy holders in proportion to the 
amount of premiums each has contributed. A plan of distribu
tion absolutely equitable would seem to be impossible, in view 
of the fact that many persons who have contributed to the sur
plus have ceased to be policy holders; but it is obviously un
just to permit a transfer of the surplus to the stockholders, to 
increase the value of their stock, or to be divided in event of 
early liquidation. Consequently, this method of disposal of 
the surplus seems, under the circumstances, the only practical 
and fair solution.

For the reasons above set forth, your committee submits and 
recommends the enactment of the accompanying bill, relating 
to assessment insurance, and the repeal of chapter 120 of the 
Revised Laws. The act herewith submitted has been revised 
and amended so as to eliminate the opportunity of incorporating 
any new companies for the purpose of conducting assessment 
insurance, and has also been changed in a few minor respects, 
so far as it relates to the control of existing corporations.

Section 8.
Policy Holders to elect Officers. — The first change recom

mended by your committee relative to existing corporations is 
one whose only purpose is to clarify the present law. There 
can be but little doubt that, under section 4 of chapter 120, the 
law intended the election of officers by vote of all the policy 
holders of the corporation. Some question, however, has been 
raised under that section as to whether it allowed the directors, 
instead of policy holders, to elect officers of the company.

We have, therefore, drafted a section in substitution for the 
provisions of section 4 of chapter 120, which will leave no room 
for doubt that the officers of an assessment company, doing busi
ness under this act, are to be elected by the policy holders of 
the corporation.

Section 6.
Revision and Consolidation. — The latter part of section 6 

and all of section 1 in the present law have been omitted, by
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reason of the fact that we have prepared in the act herewith 
submitted a new section in substitution for section 9, which 
covers the requirements of sections 7, 9, and the omitted part 
of section 6.

Your committee have made a slight change in the wording 
of the first lines of section 8 of chapter 120, with the intention 
only of making clear what now appears to be indefinite. The 
negative form of the present section leads to different inter
pretations of law. By the change we recommend the law on 
this point is made clear, preventing further mistakes or dis
cussion as to its exact meaning.

Section 9 has been omitted, as above stated, and section 6 of 
this bill has been substituted therefor. The purpose of this 
change is merely to avoid repetition, and to consolidate the law 
as set forth in sections 6, 7 and 9 in a briefer and clearer form.

Section 7.
Deposit of Emergency Fund with State Treasurer. — Sec

tion 10, chapter 120, has been changed so as to provide that all 
accumulations, together with the income thereon accumulating 
as an emergency fund, shall be deposited with the State Treas
urer in the same manner as is required of fraternal beneficiary 
corporations by existing law. As the law requires that this 
fund shall be accumulated, it would seem that the proper de
positary for the fund should be the State Treasurer, which gives 
an added security and stability to the fund which the law com
pels the company to maintain.

That part of section 10 of the present law relating to the 
application of any excess in the emergency fund to the reduc
tion of assessments upon policy holders has in practice become 
obsolete, and has therefore been omitted. Since the amendment 
to the law preventing assessment companies from doing a life 
business was enacted, this provision has had no practical value, 
and has never been operative in any company doing assessment 
insurance in the Commonwealth.
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Section 12.
Present Law stricken out. — As your committee have recom

mended that no new companies he allowed to incorporate under 
the Massachusetts law, we have, of course, in the statute sub
mitted omitted the provisions of section 12, chapter 120, so as 
to prevent the admission of foreign corporations to do business 
in this Commonwealth.

Section 11.
Expenses of Investigation and Contesting of Claims not pay

able from Death Benefit Funds. — We recommend a change in 
section 15 of the present law, for the purpose of preventing the 
payment of certain expenses caused by investigating and con
testing fraudulent cases from the proceeds of assessments called 
for benefit purposes. The intent of this change is to keep the 
death fund intact for the payment of death claims only, and to 
provide that the above-named expenses should be paid, as are 
other expenses, from the assessments levied upon the members 
for the payment of the general expenses of the company.

Section 16.
Certificate Invalid if no Business conducted for Twelve 

Months. — Inaslnuch as your committee have deemed it inex
pedient to permit the incorporation of new assessment compa
nies, it would appear consistent, therefore, that a law should 
be enacted to prevent the resurrection of assessment companies 
which have long since ceased doing business. We have, there
fore, recommended a change in section 20, chapter 120, found 
in section 16 of the act submitted herewith, which provides 
that the certificate of a corporation shall become invalid if for 
the period of twelve months no business is transacted there
under.

4. Otheb R ecommendations.
1. Savings Bank Insurance. — There is no class of people 

having dependents to whom life insurance is a greater need 
than that large proportion of our citizens whose earnings are
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so meagre that little margin is left above the cost of the simplest 
necessities of life. The only form of insurance for this class 
heretofore provided has been supplied by a few companies, who 
issue policies small in amount, rarely exceeding $300, the 
premiums of which are paid in weekly installments from 5 
cents upwards. The activity of agents in this field of industrial 
insurance, so called, has resulted in a business of enormous 
volume and of great profit to the companies, whose published 
reports concerning it are appalling. The cost of this class of 
insurance, as compared with ordinary life insurance, is grossly 
excessive, and seems to be in inverse ratio to the ability of the 
policy holder to pay the premiums. The lapses, which are very 
numerous, result, of course, in total loss to the insured, except 
the temporary protection afforded.

The returns of the leading companies also indicate that the 
expense of doing business of this kind under this system ex
ceeds 50 per cent, of the money received from the policy holders 
in premiums. I t  is not contended that these excessive and ex
orbitant rates are due to dishonesty, but to the expensive sys
tem by which they do their business.

In  contrast with this expensive system, the savings banks of 
Massachusetts last year conducted all their business at a cost 
of less than i y 2  per cent, of moneys received. The situation 
which thus presents itself is one, therefore, which calls loudly 
for correction and remedy. Your committee, realizing the neces
sity of opening an avenue for insurance at proper cost for the 
wage-earning people of the Commonwealth, have recommended 
in another part of their report legislation to provide for insur
ance over-the-counter,” so called, intending thereby to make 
possible insurance on a much lower basis than any now obtain
able. I t  seems to us, however, that even this new method would 
provide but a partial remedy for the existing evils.

There has been presented to us, to more fully meet present 
conditions, a general plan of industrial insurance through the 
savings banks of this Commonwealth. This plan was not sub
mitted in the form of definite recommendations for legislation,
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but was presented merely as a general idea, to relieve the ex
isting evils of the present system. The general features of this 
plan were that a permissive act should be passed, allowing 
savings banks to institute a separate department for the purpose 
of doing industrial life insurance business. I t  was proposed to 
limit policies in amount to the sum of $300, and to permit 
savings banks to issue such policies only after a sufficient num
ber had apjffied for such insurance. I t  is considered by the 
supporters of the plan that the savings banks of Massachusetts, 
occupying their present high standing in the opinion of the 
public, would have a large element of good-will with which to 
start this form of business, and that the very low rate of expense 
at which the banks are now conducted would be indicative of 
a much-reduced rate of expense for this kind of insurance.

I t  is objected that this form of insurance cannot be success
fully conducted without paid solicitors; but the proposed plan 
does not imply the prohibition of industrial insurance as at 
present conducted, but merely presents a plan of opening a new 
avenue for those who wish to avail themselves of insurance at 
less cost. The enormous business which has been established 
and maintained by the savings banks without any solicitation 
would appear to justify the belief that those who seek industrial 
insurance would take advantage of the opportunity afforded by 
the plan contemplated. With the general purpose of this idea 
your committee are in hearty accord. I f  ample safeguards are 
provided in giving savings banks the privilege of opening an 
insurance department, and in permitting them to issue the small 
policies now written by the industrial companies, the obvious 
gain to the small wage earners of the Commonwealth would, in 
our opinion, be so very great that the institution would take 
rank as one of the most practical and beneficial of this genera
tion.

Legislation authorizing this new departure, however, should 
be carefully safeguarded by first providing a guarantee fund, 
either in some central depository, or by a sufficient fund in each 
hank conducting the business. I t  should also provide that a
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safe and sufficient number of persons should apply for insur
ance before any bank was permitted to commence doing this 
kind of business. I t should also provide the maximum amount 
of benefit payable in each policy, and should provide for the ser
vices of a trained actuary, either for each bank or for some one 
actuary who might act for several banks; and should also fur
ther provide for supervision of the investments of the moneys 
received and accumulated from the payment of the premiums, 
and the general supervision of the whole insurance department 
of the savings bank by both the Insurance and Savings Bank 
Commissioners of the Commonwealth. I t  should also care
fully and explicitly provide that the funds of the insurance 
department of the bank should be kept separate and distinct in 
every respect from those of the savings department; that there 
should be no mixing or commingling of the two; that all books 
of account should be kept separate and distinct, — so that there 
would be no possibility of in any way endangering the savings 
banks of the Commonwealth.

With the adoption, of a bill containing these and such other 
safeguards as may seem necessary, we believe this scheme to 
be of great possible benefit to the working class of this Com
monwealth.

I f  the insurance business can be joined with safety to that of 
the savings bank, it would seem possible also that the co-opera
tive bank might maintain a similar adjunct to the business it 
now conducts. One element essential to the successful opera
tion of such an insurance department is that the policy holders 
form the habit of regular contributions for premiums. This is 
already developed to a high degree by co-operative banks, whose 
fundamental principle is that of periodic payments.

2. Over-the-counter Insurance. — Whatever advantages and 
disadvantages may be urged in respect to savings bank insur
ance, we are altogether certain that the over-the-counter plan of 
providing insurance at as near cost as possible is one deserving 
of every encouragement. When substantial, public-spirited in
dividuals are ready to risk their funds in support of a company
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to sell low-priced insurance, no obstacle should be placed in their 
way, if their plan of operation is worked out so that there may 
be no disaster (in event the company does not prove a practical 
success) to those who have become policy holders.

We have accordingly in the bill submitted herewith provided 
for: a (1) paid-up cash capital of $250,000, which shall be a 
liability of the company; (2) a surplus of $250,000, to be con
tributed by each shareholder in an amount equal to his sub
scription for stock. This shall constitute the original surplus, 
and give the company a fund to support the initial expenses of 
the company.

Shareholders shall be entitled to dividends of 10 per cent., 
this higher rate of interest than that allowed in some recent bills 
being given on account of the fact that each shareholder will 
allow to the company for a short time the use of an amount 
equal to his stock subscription, and for this he should be com
pensated.

As will be observed from section 6 of this bill, this original 
surplus is to be returned as soon as the accumulations of the 
company are sufficiently large. After the original surplus has 
been retired, the capital stock shall be redeemed in a similar 
manner.

The bill also provides that policies shall be issued for at 
least as low as $250; that, at the request of the insured, the 
premiums may be paid monthly; and that no soliciting agents 
shall be employed.

We recommend the following bill: —

An Act to incorporate the American Life I nsurance Com
pany of Boston.

Be it enacted, etc., as follows:

Section 1. Henry L. Higginson, Louis A. Frothingham, Laur
ence Minot, Charles F. Adams, 2d, John P. Beynolds, Jr., their 
associates and successors, are hereby made a corporation by the 
name of the American Life Insurance Company of Boston, to be 
located in the city of Boston; and said corporation is hereby granted 
all the powers, rights and privileges, and is made subject to all the
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duties, restrictions and liabilities set forth in all general laws now 
or hereafter in force which are applicable to domestic life insurance 
corporations and not inconsistent with this act.

Section 2. The company shall have a paid-up cash capital of 
two hundred and fifty thousand dollars, divided into shares of one 
hundred dollars each, all of which shall be subscribed and paid up 
in cash before said corporation shall be authorized to commence 
business. The assets and liabilities of the company shall be com
puted in accordance with the provisions of section eleven of chapter 

of the acts of the year nineteen hundred and seven.
Section 3. In addition to the subscription and payment of the 

capital stock as provided in the preceding section, each person sub
scribing for the stock shall at the same time subscribe and pay for 
in cash, as a part of the original surplus of said company, one hun
dred dollars for each share of stock subscribed and paid for, and 
the amount of all such additional payments shall constitute the 
original surplus of the company.

Section 4. At the first meeting of the corporation eight di
rectors shall be chosen by the subscribers to the capital stock, who 
shall hold office for one year and until their successors are chosen 
and qualified. At all subsequent elections eight directors shall be 
chosen, unless the by-laws of the corporation otherwise provide; 
and at such subsequent elections one-half of the number of directors 
shall be chosen by the stockholders and the other half by the policy 
holders voting in separate bodies. ISTo person shall be eligible to 
election as a director unless he is a stockholder or a policy holder 
of the company; and on ceasing to be such, he shall cease to hold 
such office. After the retirement of the capital stock of the corpo
ration, as provided in this act, all directors shall be chosen by the 
policy holders.

Section 5. The company may declare and pay annually or 
semi-annually from its surplus cash dividends to its stockholders 
of not more than ten per cent, on its capital in any one year, and 
if the dividends in any one year are less than ten per cent., the 
difference may be made up in any subsequent year or years from 
surplus accumulations; but no such dividend shall be declared or 
paid unless the surplus of the company, after paying or providing 
for the payment of such dividend, shall exceed two hundred and 
fifty thousand dollars.

Section 6. When the admitted assets of the company on the 
thirty-first day of December of any year, after deducting all liabili
ties including the capital stock, and after providing for dividends 
to stockholders in accordance with the provisions of the preceding
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section, shall exceed three hundred thousand dollars, the amount in 
excess of two hundred and fifty thousand dollars shall, within 
three months, be applied (1) to the retirement of the original sur
plus contributed by the stockholders, (2) after the retirement of 
the original surplus contributed by the stockholders to the retire
ment of the capital stock; but nothing contained in this act shall 
be construed to authorize or permit the retirement of either the 
original surplus or the capital stock, to reduce the surplus over all 
liabilities to an amount less than two hundred and fifty thousand 
dollars.

Section 7. The corporation shall issue policies on acceptable 
risks for two hundred and fifty dollars, five hundred dollars, seven 
hundred and fifty dollars, and one thousand dollars, and for such 
other amounts as may be authorized by the board of directors; and 
premiums on all policies shall, at the request of the assured, be 
payable in monthly installments, and shall be made due and payable 
on the first day of each and every month; but fifteen days grace 
shall be allowed in the payment of all premiums.

Section 8. The company shall not employ agents to solicit or 
procure business, and shall issue policies only to persons applying 
for the same at the home or a branch office of the company or by 
mail; and shall not issue any policy or contract of insurance until 
the insurance commissioner has ascertained that its capital has 
been paid in, and that it has otherwise complied with the provi
sions of this act, nor until it has obtained from the commissioner 
a certificate stating that fact and authorizing it to issue policies.

3. New Mortality Table. — The basis of all life insurance 
is the experience or mortality table. Such table purports to 
give the number of deaths to be expected each year in a given 
number of persons of a given age. I t  is made up from certain 
data collected by various insurance companies. Its value de
pends upon: (1) number of lives observed; (2) extent of terri
tory covered; (3) diversity of conditions of climate and occupa
tions which affect the health and longevity of the lives observed.

Formerly such tables were compiled from death records in 
certain limited localities. On account of the limitation in the 
number of lives observed, the extent of the territory and diver
sity of conditions, the earlier tables proved unreliable. The 
later tables have been compiled from the records and experi-
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ences of life insurance companies. These have proved more 
reliable than the early tables. Life insurance companies keep 
a more accurate record, from which the necessary statistics can 
be taken. The ages of the policy holders are apt to be more 
correct, and the life is kept under observation. The exact num
ber of lives observed is easily ascertainable at any time, and 
the complete record of _ them is kept by the company. The 
greater the number of companies furnishing the necessary sta
tistics, the more valuable would be the table compiled from 
such statistics. A single company may have certain conditions 
peculiar to itself, which would affect to .a greater or less degree 
its rate of mortality; but a large group of companies, carefully 
managed, would furnish a better and fairer average.

I t  must not be forgotten, however, that statistics from life 
insurance companies would not give the average rate of mor
tality for all persons. Inasmuch as the companies select the 
lives upon which policies are issued, it follows that the rate of 
mortality for such persons would be much lower than the rate 
of mortality for all persons.

One of the earliest mortality tables was the “ Northampton,” 
first published in 1783 by Dr. Price. He made it up from the 
statistics of deaths in two parishes in the town of Northampton. 
This table furnished a very high rate of mortality. I t enabled 
companies which adopted it to obtain large profits. Some courts 
in the United States recognize this table as a standard of mor
tality.

Another early and well-known table is the “ Carlisle ” table. 
This is said to have been scientifically prepared from satisfac
tory statistics. I t was first published in 1815, and was com
piled from the census of the population of two parishes in Car
lisle in 1780 and the deaths therein from 1779 to 1787. This 
table also shows a high mortality, especially at the older ages. 
I t  is now considerably used in calculating survivorship benefits.

In 1813 the “ Combined Actuaries’ Experience Mortality 
Table ” was compiled and published. This table is commonly 
known as the “ Actuaries’ or the Combined Experience Table.”
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I t  was compiled and published by a committee of English actu
aries, and was based upon the experience of seventeen English 
life insurance companies. I t  embraced the history of nearly 
81,000 policies, running from 1762 to 1833; 14,000 of these 
policies had terminated by death. The average duration of all 
the policies observed was less than eight and one-half years.

In  1865 Shepard Homans compiled, what has been known as 
the “ American Experience Table.” He first published it in 
1868. I t  is believed to embrace the experience of fifteen years 
of the Mutual Life Insurance Company of Hew York, of which 
he was actuary; but it is said that he never explained how he 
made this table up. However, it is the standard table in the 
United States, and the one in most general use. I t  has been 
graduated by Makeham’s law of mortality. The two last- 
named tables are practically the basis of all calculations for 
premiums of life insurance.

In 1893 was published “ The British Offices’ Life Table,” 
said to be one of the most valuable mortality tables compiled. 
This table was made up by a joint committee of members from 
the institute and faculty of actuaries in England. The data 
were taken from the experience of sixty English life insurance 
companies, extending over a period of thirty years. This table, 
however, is not yet in general use.

A comparison of the two tables now in most general use — 
“ Actuaries’ or the Combined Experience Table of 1843,” and 
the “ American Experience Table of 1865 ” — discloses a dif
ference of about 10 per cent, lower rate of mortality in the 
“ American Experience Table.” Eminent authorities have 
declared, without reference to the question of insurance, that 
the average human life has increased since 1865 from five to 
nine years; and a comparison of the actual death rate with the 
expected death rate shows a large percentage of decrease be
tween the expected mortality and the actual.

In  the “ Brown Book of Life Insurance Economics ” for 
1906 on page 88 may be found the following figures in regard 
to the actual mortality rate as against the expected mortality 
for the decade beginning 1896 and ending 1905: —



T w e n t y -f iv e  
Co m pa n ie s  ( e x c l u d in g

I n d u s t r ia l ).

Y ear
commenced

B usiness.
Expected
M ortality.

A ctual Net 
M ortality.

R a t io  (P e r c e n t .).

1 9 0 5 1 9 0 4 1 9 0 3 1 9 0 2 190 1 1 9 0 0 1 8 9 9 1 8 9 8 1 8 9 7 1 8 9 6 A verage.

. / E t n a , ..................................... 1850 $2,702,100 $1,783,090 65.98 67.18 65.61 68.11 67.61 64.05 72.17 66.37 80.16 64.38 68.26
B erksh ire , . . . . 1851 800,910 669,808 83.63 60.23 68.22 76.00 81.81 66.29 76.11 75.76 62.17 59.58 70.39
C onnecticut G eneral, . 1865 278,405 179,422 64.45 56.00 64.16 55.29 38.78 54.45 51.44 48.38 62.61 64.60 56.02
Connecticut M utual, 1846 2,388,521 1,867,084 78.16 89.49 80.14 77.40 74.98 82.60 77.85 76.88 84.47 78.47 80.04
E quitab le , . . . . 1850 16,187,650 13,018,060 80.41 79.56 89.80 86.04 86.10 86.41 93.37 90.53 81.76 91.57 86.56

G erm ania, . . . . 1860 “ 998,486 758,531 75.06 72.34 73.97 74.48 86.68 78.85 91.22 84.78 80.69 78.92 79.80
H o m e , ..................................... 1860 786,856 483,618 61.46 77.87 71.98 73.08 78.94 61.18 74.89 86.34 81.44 80.42 74.76
M anhattan , . . . . 1850 890,760 646,500 71.85 75.14 75.55 76.01 86.42 83.65 79.40 91.24 93.17 86.36 81.97
M assachusetts M utual, . 1851 1,991,130 1,618,230 81.27 70.23 64.29 59.83 71.50 63.58 77.83 SI. 47 58.39 67.30 69.57
M u t u a l , ..................................... 1843 16,661,673 13,402,361 80.43 81.85 80.63 72.98 75.78 73.94 92.89 78.96 76.56 78.21 79.22

M utual Benefit, 1845 3,795,000 2,052,520 77.80 79.98 78.85 74.49 74.75 77.46 78.97 72.12 79.15 77.42 77.10
N ational, . . . . 1850 1,461,511 936,103 64.05 50.80 60.42 70.74 67.35 65.76 73.24 57.06 64.05 64.10 63.76
New England, 1844 1,813,558 1,215,092 67.05 66.95 74.40 76.73 69.58 66.08 68.00 75.17 77.72 74.46 71.61
New 1 ork , . . . . 1845 20,258,432 15,424,326 76.13 80.50 74.18 80.79 88.10 78.17 86.52 79.80 84.75 87.54 81.66
N orthw estern , 1858 7,447,263 4,989,673 67.00 66.00 66.27 60.94 63.72 63.02 61.45 62.21 61.33 53.68 62.56

P en n  M utual, 1847 3,801,191 2,705,675 71.17 65.80 65.74 73.76 83.18 70.93 74.95 65.56 66.93 71.20 70.92
Phcenix M utual, 1851 043,164 627,687 66.55 73.02 77.20 61.22 71.61 72.00 76.55 68.70 59.46 77.99 70.43
P rov iden t Life and  T ru st, . 1865 1,735,884 881,792 50.79 48.75 62.70 53.19 53.17 59.30 65.20 70.09 54.04 62.40 57.96
P ro v id en t Savings, 1875 1,347,513 1,232,982 91.50 07.70 86.62 87.85 95.02 95.33 79.88 72.79 91.07 97.57 89.53
State M utual, . . . . 1845 1,160,343 913,608 78.74 60.18 79.62 49.48 59.84 59.44 64.44 60.68 54.25 56.33 62.30

T rav e le rs ’ . . . . 1864 1,309,200 1,307,114 93.41 84.20 82.44' 66.37 79.46 89.62 63.46 59.56 60.08 70.50 74.91
U nion’C entral, 1867 2,175,658 1,106,177 54.98 63.78 58.02 56.47 59.46 69.35 57.27 64.23 75.98 70.00 62.95
Union M utual, 1840 650,857 428,866 65.80 70.06 67.23 72.47 80.10 78.53 78.73 76.38 80.86 58.25 72.85
U nited  States, 1850 438,801 480,711 109.55 100.87 84.54 83.17 74.94 92.96 104.24 79.45 80.10 113.09 92.29
W ashington , . . . . 1860 660,998 607,588 91.92 85.87 89.96 87.77 120.74 97.55 79.89 83.90 83.39 90.91 91.19

Mean ra tios, _ $92,784,081 $70,327,536 75.80 76.68 77.06 74.96 79.53 76.24 82.20 79.67 77.01 79.62 77.88
A verage ratios,

' '

74.81 73.51 73.93 70.81 75.58 74.02 76.00 73.14 73.39 75.01 73.94
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These figures show very plainly that the expected death rate 
is too high, and that the rate should be reduced to conform more 
nearly to the actual conditions. We believe a considerable re
duction might be made without endangering the safety of the 
companies.

I t  may be said, in answer to the proposition to reduce the 
expected mortality rate, that whatever over-charge has been 
made for safety has been returned to the stockholder and to the 
policy holder in the form of dividends and profits. But there 
are three serious objections to this argument in behalf of the 
present high rates: (1) an initial cost of insurance higher than 
is necessary for safe protection tends to accumulate a large sur
plus; (2) a large surplus has been shown to be a cause of ex
travagant expenditure; (3) a large surplus encourages un
healthy competition.

A most casual comparison of the experience tables will dis
close the fact that there has been more or less of a decrease in 
the rate of mortality in the later tables. As this is true in tables 
made up after a lapse of only a few years, it seemed a very 
strong reason to believe that the time had arrived when a 
greater reduction in mortality would be shown, and that a new 
mortality table based upon the extensive and diversified ex
perience of insurance companies for the past thirty or forty 
years would prove this belief to be well founded.

In  addition to the reduction of expected mortality, as shown 
by a comparison of the later mortality tables with the earlier, it 
seemed to your committee that the death rate must have appreci
ably decreased during the past thirty or forty years, for the 
following reasons: because of the improved habits of living; 
because of the better sanitary arrangements, together with the 
well-known improvement in the public health, caused by the 
enforcement of laws relating thereto; and because of the great 
advancement made in medicine and surgery. I f  such a table 
should reduce the rate of mortality, it would materially reduce 
the actual cost of insurance.

I t  is urged against this proposed reduction of the mortality
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rate that even under the present tables the actual death rate 
nearly approaches, and sometimes exceeds, the expected rate. 
But this is the exception. The rule is, that the actual death 
rate does not approach the expected rate. And in this connec
tion it may be interesting to note that we have been unable to 
find a single instance of the failing of any legal reserve life 
insurance company by reason of the excess of actual over ex
pected death rate.

In  addition to the margin between expected and actual deaths, 
the companies figure certain additional margins for safety as 
the basis of cost of insurance. Some companies make an allow
ance for selected lives. With this rate of mortality as a basis 
of cost, including interest, a premium is fixed which is called 
the net premium. To this net premium is added an amount 
estimated to cover the cost of maintaining the company. This 
addition is called the “ loading,” which, added to the net pre
mium, makes the gross premium. The loading is a fairly gen
erous estimate, and usually exceeds the expenses and contingent 
requirements of the company.

The sources of profit to an insurance company have been 
divided into five classes by the Armstrong committee in its 
report (pp. 419, 420). They are: —

1. Gains from mortality, due to the difference between actual 
and expected mortality.

2. Gains from interest and income, due to a realization of a larger 
income than was counted upon.

3. Gains from lapses, by reason of a less amount being paid upon 
lapsed policies than the accumulation arising from premiums paid.

4. Gains from loading, by reason of the expenses and contingent 
necessities of the company being less than the amount anticipated.

5. Profits from sales of property or liquidation of investments.

While it is true that the actual death rate might equal or 
exceed the expected rate in some one year in the case of soirfe 
one company, and for that year there may be a loss and not a 
profit from that source of gain, it is perfectly apparent that the
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company still has left .these other sources of gain; and it is 
hardly fair to suppose that in any one year a company will 
suifer such great loss from all sources of gain as to seriously 
impair or threaten its financial stability. Dividends to stock
holders and profits to participating policy holders might be 
affected, but we think that the greatest good to the greatest 
number should govern in this as in other matters of legislation. 
The good to the great number of insuring public in cheaper in
surance should outweigh the desire of stockholders for divi
dends. Cheaper insurance will mean more insurance business 
for the companies. The public at large is interested in a sub
stantial reduction of the initial cost, as well as the net cost of 
insurance; and in the cases of persons requiring insurance in 
old line companies for the smallest outlay, namely, on the non
participating plan, it is of the utmost importance that premiums 
charged be as low- as possible, consistent with safety.

Our insurance department has accumulated an immense 
amount of valuable information on this subject, from which a 
table might be compiled.

We therefore recommend that the Insurance Commissioner 
be authorized to compile a “ Massachusetts experience table,” 
and that an appropriation be made to cover the necessary ex
penses.



67

P art IV.— A n A ct recodifying , revising  and
AMENDING THE I jAWS OF THE COMMON
WEALTH RELATING TO INSURANCE, OTHER
th an  F raternal  an d  A ssessment. (R e
vised  L aw s, Chapter  118.)

•Sections
1-3. Definitions an d  Com panies.

4-17. In su rance  Com m issioner.
18-22. P rov isions Common to All 

Com panies.
23-31. G eneral P rov isions fo r M assa

chusetts  Com panies.
32-34. O rganization .
35-41. Stock Com panies.
42-52. M utual F ire.
53-56. M utual M arine and  M utual 

F ire  and  M arine.
57-60. F ire  In su ran ce .
61-62. F ide lity  In su rance  an d  Cor

p o ra te  Surety .

Sections
63-65. T itle  In su rance.
66-82. L ife  In su ran ce .
S3-90. F oreign  Com panies.

91. L loyds.
92-98. A gents and B rokers.

99. D eposits.
100. Receivers.
101. A nnual Statem ents.

102-105. M unicipal B uild ing  In su rance
F unds.

106-121. Penalties.
122. Repeal.
123. C onstruction of Act.

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

DEFINITIONS AND COMPANIES.

Section 1 . In this act, unless the context otherwise 
requires:

“ Company ” or “ insurance company ” includes all cor
porations, associations, partnerships or individuals en
gaged as principals in the business of insurance.

‘ ‘ Domestic ” designates those companies incorporated 
or formed in this commonwealth, and “ foreign”, when 
used without limitation, includes all those formed by au
thority of any other state or government.

“ Unearned premiums ” and “ net value of policies ” sev
erally intend the liability of an insurance company upon 
its insurance contracts, other than accrued claims, com
puted by rules of valuation established by section eleven.

“ Xet assets” means the funds of an insurance company 
available for the payment of its obligations in this com
monwealth, including, in the ease of a mutual fire com-

C ertain  term s 
defined.

“ C om pany.” 
“ In su ran ce  
com pany .”

“ D om estic.” 
“ F o re ig n .”

“ t jn e a rn e d  
p rem ium s.”
“ Net value of 
polic ies.”

“ N et a sse ts .”
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“ P ro fits .”

C om panies 
sub jec t to a c t; 
exceptions.

D efinition of 
in su rance .

In su ran ce
com m issioner.

pany, its deposit notes or other contingent funds, and, in 
the case of a mutual marine or mutual fire and marine 
company, its subscription fund and premium notes abso
lutely due, and also including uncollected and deferred 
premiums not more than three months due, on policies 
actually in force, after deducting from such funds all 
unpaid losses and claims, and claims for losses, and all 
other debts and liabilities inclusive of policy liability and 
exclusive of capital.

“ Profits” of a mutual insurance company means that 
portion of its cash funds not required for payment of 
losses and expenses nor set apart for any purpose allowed 
by law.

Section 2. All insurance companies now or hereafter 
incorporated or formed by authority of any general or 
special law of this commonwealth, except as provided in 
the laws relating to “ fraternal beneficiary corporations ” 
and “ assessment insurance”, shall be subject to the pro
visions of this act.

Section 3. A contract of insurance is an agreement 
by which one party for a consideration promises to pay 
money or its equivalent or to do an act valuable to the 
assured upon the destruction, loss or injury of something 
in which the other party has an interest, and it shall be 
unlawful for a company to make a contract of insurance 
upon or relative to any property or interests or lives in 
this commonwealth, or with any resident thereof, or for 
any person as insurance agent or insurance broker to 
make, negotiate, solicit or in any manner aid in the trans
action of such insurance, except as authorized by the provi
sions of this act or the laws relating to “ fraternal bene
ficiary corporations” and “ assessment insurance.” All 
contracts of insurance on property, lives or interests in 
this commonwealth shall be deemed to be made therein.

INSURANCE COMMISSIONER.

Section 4. There shall be an insurance commissioner 
for the commonwealth, appointed by the governor, with 
the advice and consent of the council, who shall hold his 
office for the term of three years from the date of his 
commission and until his successor is appointed and qual
ified. He may be removed by the governor. He shall 
give bond with sureties in the sum of ten thousand dol
lars, to be approved by the treasurer and receiver general,
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for the faithful performance of his duties, and shall receive 
in full compensation for his services an annual salary of 
thirty-five hundred dollars.

S ec t io x  5. The commissioner may, with the approval 
of the governor and council, appoint, and with their con
sent remove, a deputy commissioner to assist him in his 
duties, who shall receive an annual salary of twenty-five 
hundred dollars, and an examiner, who shall receive an 
annual salary of two thousand dollars. In case of a va
cancy in the office of commissioner or during the absence 
or disability of that officer, the deputy commissioner shall 
perform the duties of the office. The commissioner may 
employ in his department an actuary with an annual sal
ary of two thousand dollars, a chief clerk with an annual 
salary of two thousand dollars, a second clerk with an an
nual salary of fifteen hundred dollars, a third clerk with an 
annual salary of twelve hundred dollars, and such addi
tional clerks and assistants as the public business in his 
charge may require, at an expense not to exceed such 
amount as the general court may appropriate each year. 
He shall transmit forthwith to each register of probate 
and insolvency the names of all corporate surety com
panies which become qualified or cease to be qualified to 
do business in this commonwealth.

Section 6 . Before granting certificates of authority to 
an insurance company to issue policies or make contracts 
of insurance the commissioner shall be satisfied, by such 
examination as he may make and such evidence as he 
may require, that such company is otherwise duly quali
fied under the laws of this commonwealth to transact 
business herein.

He shall require every domestic insurance company to 
keep its books and accounts in a uniform manner and 
upon the system he shall prescribe.

At least once in each three years and whenever he de
termines it to be prudent he shall personally, or by his 
deputy, examiner, or chief clerk, visit each domestic in
surance company, and thoroughly inspect and examine its 
affairs to ascertain its financial condition, its ability to 
fulfil its obligations and whether it has complied with the 
provisions of law. He shall also make such examination 
upon the request of five or more of the stockholders, 
creditors, policyholders or persons pecuniarily interested 
therein who shall make affidavit of their belief, with speci
fications of their reasons therefor, that such company is

In su rance  
com m issioner, 
depu ty , etc.

E xam ination  
o f com panies 
as  to qualifica 
tions, etc.

— of dom estic 
com panies.
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E x am in a tio n  
of fo reign  
com panies.

— o f books, 
papers, etc.

Suspension  of 
a u th o rity  of 
fo reign  com 
pan ies  to do 
business in  
th is  com m on
w ealth .

in an unsound condition. Whenever he deems it advis
able he shall cause a complete audit of the books of the 
company to be made by a disinterested expert accountant.

When he determines it to be prudent for the protection 
of policy holders in this commonwealth, he shall in like 
manner visit and examine or cause to be visited and ex
amined by some competent person or persons whom he 
may appoint for that purpose any foreign insurance com
pany applying for admission or already admitted to do 
business by agencies in this commonwealth, and such 
company shall pay the proper charges incurred in such 
examination, including the .expenses of the commissioner 
or his deputy and the expenses and compensation of his 
assistants employed therein.

For the purposes aforesaid the commissioner or his 
deputy or the person making the examination shall have 
free access to all the books and papers of an insurance 
company which relate to its business, and to the books 
and papers kept by any of its agents, and may summon 
and administer the oath to and examine as witnesses the 
directors, officers, agents and trustees of any such com
pany, and an}r other persons, relative to its affairs, trans
actions and condition.

Section 7. If the commissioner is of opinion upon 
examination or other evidence that a foreign insurance 
company is in an unsound condition, that it has failed to 
comply with the law or with the provisions of its charter, 
or that its condition is such as to render its proceedings 
hazardous to the public or to its policy holders, or that 
its actual funds exclusive of its capital, if it is a life insur
ance company, are less than its liabilities, or if its officers 
or agents refuse to submit to examination or to perform 
any legal obligation relative thereto, he shall revoke or 
suspend all certificates of authority granted to said foreign 
insurance company, its officers or agents, and shall cause 
notices thereof to be published in the newspaper in which 
the general laws are published, and no new business shall 
thereafter be done by it or its agents in this common
wealth while such default or disability continues, nor 
until its authority to do business is restored by the com
missioner. Unless the ground for revocation or suspen
sion relates only to the financial condition or soundness 
of the company, or to a deficiency in its assets, he shall, 
except as provided in section twenty, notify the company
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not less than ten days before revoking its authority to do 
business in this commonwealth; and he shall specify in 
the notice the particulars of the alleged violation of law 
or of its charter, or grounds for revocation. The supreme 
judicial ,court upon petition of said company, brought 
within ten days, shall summarily hear and determine the 
question whether such violation has been committed, or 
whether it is insolvent or in an unsound condition or has 
exceeded its powers or has failed to comply with any 
provisions of the law or of its charter, or that its condi
tion is such as to render its further proceedings hazardous 
to the public or to its policy holders, and shall make any 
appropriate order or decree therein. If the order or 
decree is adverse to the petitioning company, an appeal 
therefrom may be taken to the full court; and in case of 
such appeal the commissioner may revoke the right of 
said petitioning company to do business in this common
wealth until the final determination of the question by the 
full court aforesaid.

If, upon examination, he is of opinion that any domes
tic insurance company is insolvent, or has exceeded its 
powers, or has failed to comply with any provision of 
law, or that its condition or management is such as to 
render its further transaction of business hazardous to the 
public or to its policy holders or to its creditors, or that 
it is attempting to compromise with its creditors on the 
ground that it is financially unable to pay its claims in 
full, he shall apply to the supreme judicial court, which 
shall have jurisdiction in equity of such application, for 
an injunction restraining it in whole or in part from further 
proceeding with its business. The court may issue an 
injunction forthwith and may, after a full hearing, make 
the injunction perpetual and may appoint agents or re- 
ceivers to take possession of the propertj^ and effects 
of the company and to settle its affairs, subject to such 
rules and orders as the court may from time to time pre
scribe.

S e c t io n  8 . If it appears to him that the capital of a 
domestic insurance company is impaired to the extent of 
one fourth or more, on the basis fixed in section eleven, 
he shall notify the company that its capital is legally sub
ject to be made good in the mode provided by section 
thirty-eight, and if such company shall not within three 
months after such notice satisf}  ̂him that it has fully made
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good its capital, or reduced it, as provided in section 
forty, lie shall institute proceedings against it in accord
ance with the provisions of the preceding section.

Section 9. If the actual funds of a domestic life in
surance company, exclusive of its capital, are not of a net 
cash value equal to its liabilities, including the net value 
of its policies computed by the rule of valuation estab
lished by section eleven, he shall notify such company 
and its agents to issue no new policies until its funds 
become equal to its liabilities.

Section 10. If  upon examination or other evidence 
exhibited to him he is of opinion that any insurance com
pany, or an officer or agent thereof, has violated any pro
vision of this act, he shall report the facts to the attorney 
general, who shall cause such company, officer or agent 
to be prosecuted therefor.

Section 11. He shall each year compute the reserve 
liability on the thirty-first day of December of the pre
ceding year of every company authorized to make insur
ance on lives in this commonwealth, in accordance with 
the rules following : —

First, The net value on the last day of December of the 
preceding year of all outstanding policies of life insurance 
in the company issued before the first day of January in the 
year nineteen hundred and one shall be computed upon 
the basis of the “ Combined Experience” or “ Actuaries’ 
Table” of mortality, with interest at four per cent per 
annum.

Second, The net value on the last day of December of 
the preceding year of all outstanding policies of life in
surance issued after the thirty-first day of December in 
the year nineteen hundred shall be computed upon the 
basis of the “ American Experience Table” of mortality, 
with interest at three and one half per cent per annum ; 
but any such life insurance company may at any time elect 
to reserve upon a three per cent basis, and thereupon its 
policies issued upon such reserve shall be computed upon 
the basis of the “ American Experience Table” of mor
tality, with interest at three per cent per annum.

Third, In eveiy case in which the actual premium 
charged for an insurance is less than the net premium for 
such insurance, computed according to its respective 
tables of mortality and rate of interest aforesaid, the com
pany shall also be charged with the value of an annuity,
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the amount of which shall equal the difference between 
the premium charged and that required by the rules above 
stated, and the term of which in years shall equal the 
number of future annual payments due on the insurance 
at the date of the valuation.

Fourth, The aggregate net value so ascertained of all 
the policies of any such company shall be deemed its reserve 
liability, to provide for which it shall hold funds in secure 
investments of an amount equal to such net value above 
all its other liabilities.

All policies or certificates of insurance issued before the 
first day of July in the year eighteen hundred and ninety- 
nine by corporations which formerly transacted a life in
surance business under the provisions of chapter four 
hundred and twenty-one of the acts of the year eighteen 
hundred and ninety and acts in amendment thereof, and 
which now have authority to do business in this common
wealth under the provisions of this act, which policies 
or certificates are in force on the thirty-first day of 
December of any year and which contain a provision for 
a payment other than the premium stipulated therein 
and under which the duration of the premium payment 
is the same as the duration of the contract, except in 
endowment certificates and endowment policies, shall be 
valued and shall have a reserve maintained thereon on the 
basis of renewable term insurance as fixed by attained age 
in accordance with the provisions of this act. To the 
reserve liability determined as above the insurance com
missioner shall add the determinate contract reserve under 
any other policies or certificates issued by said com
panies, before said first day of July and remaining in 
force on the thirty-first day of December of any year, and 
in the absence of such contract reserve shall value them 
as contracts providing similar benefits are to be valued 
under the provisions of this act. But under no policy or 
certificate shall a greater aggregate reserve liability be 
charged than is otherwise required by this act. All poli
cies of life insurance issued by any such corporation 
subsequent to the first day of July in the year eighteen 
hundred and ninety-nine, including those which contain 
a provision for a payment other than the premiums speci
fied therein, shall be valued and a reserve maintained 
thereon according to the provisions of this a c t; but all 
such policies issued by said former assessment corpora-

A ssessm ent
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tions prior to the first day of January in the year nineteen 
hundred and six, shall be valued taking the first year as 
one-year-term insurance.

To determine the liability upon its contracts of insur
ance of an insurance company, other than life and real 
estate title insurance, and the amount such company shall 
hold as a reserve for reinsurance, except as provided in 
the two following paragraphs, he may take fifty per cent 
of the actual unearned portion of the premiums written in 
its policies ; but in respect to marine risks he shall com
pute the liability thereon by charging fift}r per cent of 
the amount of premiums written in its policies upon yearly 
risks, and upon risks covering more than one passage not 
terminated, and the full amount of premiums written in 
policies upon all other marine risks not terminated; but 
in the case of foreign fire and marine insurance companies 
with less than three hundred thousand dollars capital, 
admitted to transact fire insurance only in this common
wealth, the full amount of premiums written in their 
marine and inland navigation and transportation insurance 
policies shall be charged as liability.

Every insurance company which has for ten years or 
more undertaken to insure persons, firms or corporations 
against loss or damage on account of the bodily injury 
or death by accident of any person for which loss or dam
age said persons, firms or corporations are respectively 
responsible shall, on or before the first day of October in 
each year, render to the insurance commissioner a state
ment in writing of its business transacted in the United 
States, which shall show separately for each of the five 
calendar years constituting the first half of the period ot 
ten years next preceding the thirty-first day of December 
of the year in which the statement is made : —

(1) The number of persons reported injured under all 
its forms of liability policies, whether such injuries were 
reported to the home office of the company or to any of 
its representatives, and whether such injuries resulted in 
loss to the company or n o t;

(2) The amount that, on or before the thirty-first day 
of August of the year in which the statement is made, had 
been paid on account or in consequence of all injuries so 
reported, including therein all payments on suits arising 
from such injuries;

(3) The number of suits or actions under such policies
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on account of injuries reported which have been settled 
either by payment or compromise ;

(4) The amount paid in settlement of such suits or 
actions on or before the thirty-first day of August of the 
year when the statement is made, including therein all 
payments made on account or in consequence of injuries 
from which the suits arose, whether prior to or later than 
the date when the suits were brought.

Every such company shall in its financial statements 
hereafter made in this commonwealth use the experience 
so ascertained for computing its outstanding losses under 
all its forms of liability policies, irrespective of the date 
when the policies were issued.

The average cost per suit of settling such cases, as Method of 
computed by the data required in this section, shall be 
multiplied by the number of suits or actions pending on }9®s?y °f

/ * » • • •  j t * • ^  l i a b i l i t y  c o m -account ot injuries reported prior to eighteen months Pavlesfrom 
previous to the date on which the condition of the C O lll-  experience, 

pany is to be ascertained and shown, which suits or actions 
are being defended for or on account of a holder of any 
such policy; also the average cost on account of each in
jured person, determined as aforesaid from the company’s 
experience, shall be multiplied by the number of injuries 
reported within the eighteen months prior to making the 
statement of the company’s condition, whether such in
juries were reported to the home office of the company or 
to any of its representatives. From the sum of these two 
products so ascertained there shall be deducted the amount 
of all payments made on account or in consequence of said 
injuries reported within eighteen months, this amount so 
deducted to be taken as of the date at which the said state
ment is made. The sum remaining after making this 
deduction shall be charged as the liability of the company 
on account of outstanding losses.

Any admitted company issuing liability contracts which -of computing 
pj reason oi its limited experience m liability underwrit- losses ot 
ing cannot furnish the information required by this sec- p n S fe s^ ro m ’ 

tion shall  ̂nevertheless, until it is able to comply with oSeTcompa1 
said requirements, he charged with a liability for out- mes' 
standing losses upon all kinds of its liability policies 
an amount not less than the amount resulting from the 
following process: — The number of suits or actions 
pending on account of injuries reported prior to eighteen 
months previous to the date of making up the statement,
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whether such injuries were reported to the home office of 
the company or to any of its representatives, which are 
being defended on account of the holder of any policy, 
shall be multiplied by the average cost per suit as shown 
by the average experience of all other admitted liability 
companies, ascertained from the data required by this 
section ; also the number of injuries reported under said 
policies at any time within eighteen months of making 
up the statement, whether reported to the home office of 
the company or to any of its representatives and whether 
such injuries resulted in loss to the company or not, shall 
be multiplied by the average cost for each injured person 
as shown by the average of said experience of all other 
admitted liability companies, ascertained from the data 
required by this section. From the sum ot these two 
products there shall be deducted the amount of all pay
ments made on account or in consequence of said injuries 
reported within eighteen months, this amount to be taken 
as of the date at which the statement is made. A sum 
not less than the amount remaining after this deduction 
shall be charged as a liability for outstanding losses to 
liability companies covered by the provisions ot this para
graph. The average cost for suits and tor injured per
sons required by this paragraph shall, on or before the 
first day of December of each year, be furnished by the 
insurance commissioner to every such company which has 
not had an experience of ten years in liability under
writing.

what asse ts  Besides the reserve provided for in this section, each
admissible. company spa][ be charged as a liability with all unpaid

losses and claims for losses, and all other debts and liabil
ities, including in the case of a stock company its capital 
stock. He shall allow to the credit of an insurance com
pany in the account of its financial condition only such 
assets as are immediately available for the payment of 
losses in this commonwealth, and in no case shall real 
estate be given a higher value than would be adequate to 
yield at three and one half per cent annual interest the 
average amount of its net rentals for the three years next 
preceding.

stockholders’ ppe shall not allow stockholders’ obligations of any de-
cap fta i' w hen. scription as part of the assets or capital of any stock insui- 

ance company, unless the same are secured by sufficient 
approved collateral.



77

Deposits in foreign countries to meet the requirements 
of lair in such countries shall be deemed to be for the 
special protection of policy holders therein, and shall be 
deducted from the assets of an insurance company, but 
each such deposit may, in olfset, before such deduction 
from assets, be reduced by the corresponding liability, 
including policy reserve, in the foreign country where 
such deposit is made.

Section 12. He shall, upon application, examine the 
proceedings of domestic companies to increase or reduce 
their capital stock, and, if found conformable to law, shall 
indorse certificates thereof, and shall issue certificates of 
authority to such companies to transact business upon such 
increased or reduced capital.

Section 13. He, his deputy or examiner shall annu
ally, or oftener, examine the accounts and transactions of 
all receivers of insolvent insurance companies ; and shall 
also carefully examine all accounts of such receivers re
ferred to him under the provisions of section one hundred, 
and make report thereof to the court.

For the above purposes, he, his deputy or examiner 
shall have free access to the official books and papers of 
such receivers relative to their transactions, and may ex
amine such receivers under oath as to all matters con
nected therewith.

If in his opinion a receiver has violated his duty in 
office, or further proceedings by receivers to collect an 
assessment will not offer substantial relief to creditors, 
the commissioner shall certify the facts to the court hav
ing jurisdiction of the proceedings.

Section 14. He shall perform the duties required by 
the provisions of section five of chapter one hundred and 
twenty-six of the Revised Laws.

Section 15. He shall collect and pay into the treas
ury charges and fees as follows : for valuation of life pol
icies of a domestic company, two and one half mills for 
each thousand dollars of insurance ; for each examination 
of a domestic company’s qualification to transact business, 
thirty dollars; for filing copy of charter or deed of 
settlement of each foreign company, thirty dollars, and 
for filing statement with application for admission and for 
each annual statement, twenty dollars ; for each license 
to procure fire insurance in unauthorized foreign compa
nies, twenty dollars annually; for each license to an in-
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surance broker, ten dollars ; for each license or renewal 
thereof to an insurance agent, two dollars; for each cer
tificate of the valuation of the policies of any life insur
ance company and for each certificate of the examination, 
condition or qualification of an insurance company, two 
dollars; for each service of lawful process upon him as 
attorney, two dollars ; for each copy of any paper on file 
in his office, twelve cents a page and one dollar for certi
fying the same; and all other fees and charges due and 
payable into the treasury for any official act or service of 
the commissioner.

Section 16. He shall annually, in December, furnish 
to each of the insurance companies authorized to do busi
ness in this commonwealth two or more blanks in form 
adapted for their annual statements.

Section 17. He shall preserve in a permanent form a 
record of his proceedings, including a concise statement of 
the result of official examinations of insurance companies.

He shall furnish, when required for evidence in court, 
certificates under seal of the department relative to the 
authority of a company, agent or broker to transact busi
ness in this commonwealth upon any particular date, and 
such certificates shall be received by the courts in lieu of 
the testimony of the insurance commissioner or his repre
sentative.

He shall annually, and as early as is consistent with full 
and accurate preparation, make a report to the general 
court of his official transactions, and shall include in such 
report a statement of the receipts and expenditures of his 
department for the preceding year; a report of the condi
tion of the receiverships of insolvent companies ; an exhibit 
of the financial condition and business transactions of the 
several insurance companies as disclosed by official exam
inations of the same or by their annual statements, abstracts 
of which statements, with his valuation of life policies, shall 
appear therein ; and such other information and comments 
relative to insurance and the public interest therein, as he 
thinks proper.

PROVISIONS COMMON TO ALL COMPANIES.

To act m cor- S e c t io n  18. Every insurance company, foreign or do- 
only. mestic, shall conduct its business in this commonwealth

in the name by which it is incorporated, and the policies
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and contracts of insurance issued by it shall be headed or 
entitled only bjr such name.

When any such company publishes its assets it shall in Liabilities to 
the same^connection and with equal conspicuousness pub- 
lish its liabilities computed on the basis allowed for its etc- 
annual statements, and any publication purporting to show 
its capital shall exhibit only the amount of such capital as 
has been actually paid in cash. Such publications shall 
be held to include all policies, renewals, signs, circulars, 
cards or other means by which public announcements are 
made.

S e c t io n  19. Every such company shall be liable to Taxation, 
taxation by any general law taxing insurance companies, asSmenTs of 
and it shall by its proper officers make to the tax com- *axes- 
missioner or other officer of the commonwealth such re
turns and statements of its business and affairs as the law 
may require tor the purpose of assessment of such taxes, 
and thereupon its officers and agents may bo examined 
under oath by the officer to whom such returns are to be 
made.

It shall, upon receiving notice of loss by fire upon prop- Return to 
erty in this commonwealth on which it is liable under a tnc/poUce8' 
policy of insurance, forthwith notify the chief of the dis
trict police thereof, and no insurance upon any such prop
erty shall be paid by any company until one week after it 
has notified said chief of the district police.

S e c t io n  20. If  a company authorized to transact the sworn report 
business of insurance in this commonwealth directly or “ttcreiIlsuI'ailce> 
indirectly contracts for or effects any reinsurance of any 
risk or part thereof taken by it, it shall make a sworn 
report thereof to the insurance commissioner at the time 
of filing its annual statement or at such other time as he 
may request; and such reinsurance unless effected in com
panies authorized to transact in this commonwealth the 
class of business reinsured shall not reduce the taxes to 
be paid by it nor the reserve to be charged to i t ; and in 
no event shall such reinsurance reduce the premiums in 
force, upon which a reserve is to lie carried by the ceding 
company except to the actual amount paid by it for the 
reinsurance, except that in case the reinsurance is effected 
by a company as a preliminary step to its permanent re
tirement from business its premiums in force may be 
leduced by the gross amount written in the original poli
cies so reinsured and the company taking these risks shall
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be charged a reserve on the basis of the said original 
premiums written in the policies so taken.

No insurance company authorized to transact business 
in this commonwealth shall insure in a single risk, wher
ever such risk is located, a larger amount than one tenth 
of its net assets, unless it has provided for reinsurance of 
the excess over said limit, to take effect simultaneously 
with the original contract; and if any foreign insurance 
company violates this provision, the insurance commis
sioner may revoke its authority to transact business in 
this commonwealth; but a mutual boiler insurance com
pany of this commonwealth may insure in a single risk an 
amount not exceeding one fourth of its net assets.

Every tire insurance company admitted to do business 
in this commonwealth shall annually and at such other 
times as the insurance commissioner may require, in addi
tion to all returns now by law required of it or its agents 
or managers, make a return to the insurance commissioner 
in such form and detail as may be prescribed by him, of 
all reinsurance contracted for or effected by it, directly or 
indirectly, upon property located in this commonwealth, 
such return to be certified by the oath of its president and 
secretary if a company of one of the United States, and, 
if a company of a foreign country, by its president and 
secretarjr or by officers corresponding thereto as to re
insurance as aforesaid contracted for or effected through 
the foreign office, and by the United States manager, as 
to such reinsurance effected by the United States branch. 
If a company directly or indirectly reinsures a risk taken 
by it on any property located in this commonwealth in a 
company not duly authorized to transact business herein, 
or if it refuses or neglects to make the returns required 
by this act, the insurance commissioner may revoke 
its authority to transact business in this commonwealth ; 
but any company authorized to do business in this com
monwealth may insure and have full authority to reinsure 
in unauthorized companies any property located in this 
commonwealth in respect to which an affidavit has been 
filed within the twelve months last preceding in accord
ance with the provisions of section eighty-eight, in which 
case the restrictive provision of this section as to the 
amount which may be insured in a single risk shall not 
apply.
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An insurance company authorized to do marine busi
ness in tliis commonwealth may take any risk if it rein
sures the same, if necessary, so that it does not retain for 
itself an amount of the risk exceeding ten per cent of 
its net assets, and if it also places such reinsurance, if 
possible, at the time and at not over the original rate, with 
companies authorized to do marine insurance in this com
monwealth ; any amount in excess of what can be so 
placed may be reinsured with other companies, if the 
company or agent who procures said risk files an affidavit 
to that effect with the insurance commissioner, at such 
time and in such form as may be prescribed by him.

S e c t io n  21. No oral or written misrepresentation or 
warranty made in the negotiation of a contract or policy 
of insurance by the assured or in his behalf shall be deemed 
material or defeat or avoid the policy or prevent its attach
ing unless such misrepresentation or warranty is made with 
actual intent to deceive or unless the matter misrepresented 
or made a warranty increased the risk of loss.

S e c t io n  2 2 .  No insurance company or association, in
cluding fraternal beneficiary associations, doing business in 
this commonwealth, shall, directly or indirectly, pay or use 
or offer, consent or agree to pay or use any money or prop
erty for or in aid of any political party, committee or or
ganization, or for or in aid of any corporation, joint stock 
or other association organized or maintained for political 
purposes, or for or in aid of any candidate for political 
office, or for nomination for such office, or for any politi
cal purpose whatsoever, or for the reimbursement or 
indemnification of any person for money or property so 
used. Any officer, director, stockholder, attorney or 
agent of any corporation or association which violates any 
of the provisions of this act, who participates in, aids, 
abets or advises or consents to any such violation, and 
any person who solicits or knowingly receives any money 
or property in violation of this act, shall be guilty of a 
misdemeanor, and be punished by imprisonment for not 
more than one year and a fine of not more than one 
thousand dollars ; and any officer aiding or abetting in 
any contribution made in violation of this act shall be 
liable to the company or association for the amount so 
contributed.
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GENERAL PROVISIONS FOR MASSACHUSETTS COMPANIES.

S e c t io n  23. The general provisions of law relative to 
the powers, duties and liabilities of corporations shall ap
ply to all incorporated domestic insurance companies, so 
far as such provisions are pertinent and not in conflict 
with other provisions of law relative to such companies or 
with their charters.

S e c t io n  24. Domestic insurance companies incorpo
rated by special acts, whose charters are subject to a limi
tation of time, shall after such limitation expires continue 
to be bodies corporate, subject to all general laws appli
cable to such companies.

S e c t io n  25. Xo domestic insurance company shall 
issue policies until upon examination by the commissioner, 
his deputy or examiner, it is found to have complied with 
the laws of the commonwealth, nor until it has obtained 
from the commissioner a certificate stating that fact and 
authorizing it to issue policies.

S e c t io n  26. Such company may adopt by-laws for the 
conduct of its business and therein may provide for the 
division of its board of directors into two, three or four 
classes, and the election thereof at its annual meetings in 
such manner that the members of one class only shall 
retire and their successors be chosen each year. Vacan
cies in any such class may be filled by election by the 
board for the unexpired term.

The secretary and treasurer shall severally give bond 
with sureties in such sum as the directors may require for 
the faithful performance of their respective duties.

All matters proposed to be acted upon at an y meeting 
of the company shall be specified in the call for the same.

All investments and deposits of the funds of the com
pany shall be made in its corporate name, and no director 
or other officer thereof, and no member of a committee 
having any authority in the investment or disposition of 
its funds, shall accept, or be the beneficiary of, either 
directly or remotely, any fee, brokerage, commission, 
gift or other consideration for or on account of any loan, 
deposit, purchase, sale, payment or exchange made by or 
in behalf of such company, or be pecuniarily interested in 
any such purchase, sale or loan, either as borrower, prin
cipal, co-principal, agent or beneficiary except that if a
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policy holder he shall be entitled to all the benefits accru
ing under the terms of his contract.

No investment, sale or loan shall be made which has 
not first been authorized by the board of directors, or by 
a committee thereof charged with the duty of investing or 
loaning the funds of the company, nor shall any deposit 
be made in a bank or banking institution unless such bank 
or banking institution has first been approved as a bank 
of deposit by the board of directors or said committee 
thereof and unless the vote authorizing such investment 
or loan or approval of the place of deposit has been duly 
recorded in the books of the company.

No domestic company hereafter acquiring title to real 
estate under the conditions of any mortgage owned by it 
or by purchase or set-off on execution upon judgment for 
debts due it previously contracted in the course of its 
business or by other process in settlement for debts shall 
hold it for a longer period than five years without permis
sion granted in writing by the insurance commissioner; 
nor shall any such company hereafter invest in real estate 
except to the extent that may be necessary for its con
venient accommodation in the transaction of its business, 
and then in no case to exceed ten per cent of its cash 
assets.

Such company shall not engage in buying or selling 
goods, wares or merchandise, except articles insured by 
it on which losses are claimed, and except in replacing, 
rebuilding or repairing insured property as provided 
in its policies, nor engage in any business other than as 
specified in its charter or agreement of association and 
expressly authorized by law.

All policies issued by such company shall be signed by 
its secretary or, in his absence, by a secretary pro 
tempore, and by its president or vice president or, in 
their absence, by two directors.

Such company shall have its office in the city or town 
specified in its charter or agreement of association ; and if 
it establishes agencies in other cities or towns, all signs, 
cards, pamphlets and advertisements exhibited or issued 
by them shall specify the city or town in which the com
pany they represent is located.

S e c t io n  27. No domestic insurance company shall pay 
any salary, compensation or emolument to any officer, 
trustee or director thereof, nor any salary, compensation
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or emolument amounting in any year to more than five 
thousand dollars to any person, firm or corporation unless 
such payment be first authorized by a vote of the board 
of directors of such insurance company. No such com
pany shall make any agreement with any of its officers, 
trustees or salaried employees whereby it agrees that for 
any services rendered or to be rendered he shall receive 
any salary, compensation or emolument that will extend 
beyond a period of three years from the date of such 
agreement. No such company shall grant any pension to 
any officer, director or trustee thereof or to any member 
of his family after his death.

Section 28. No domestic insurance company shall 
make any disbursement of one hundred dollars or more 
unless the same be evidenced by a voucher signed by or 
on behalf of the person, firm or corporation receiving the 
money and correctly describing the consideration for the 
payment, and if the same be for services and disburse
ments setting forth the services rendered and an itemized 
statement of the disbursements made, and if it be in con
nection with any matter pending before any legislature 
or public body or before any department or officer of any 
government, correctly describing in addition the nature of 
the matter and of the interest of such corporation therein, 
or if such a voucher cannot be obtained by an affidavit 
stating the reasons therefor and setting forth the particu
lars above mentioned.

Section 29. Such company shall not make any con
dition or stipulation in its insurance contracts relative to 
the court or jurisdiction wherein anj? suit thereon may 
be brought, nor limit the time within which such suit 
may be commenced to less than two years after the cause 
of action accrues, and any such condition or stipulation 
shall be void.

Section 30. Mortgages on real estate held by a 
domestic insurance company may be attached and taken 
and sold on execution, in the manner provided in sec
tions ninety to ninety-four, inclusive, of chapter one 
hundred and fifteen of the Revised Laws relative to mort
gages held by banks, and the secretary of the company 
shall perform relative thereto the duties required of cash
iers and clerks of banks.

Section 31. If  any domestic insurance company shall 
not commence to issue policies within one year after the
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date of its act of incorporation or of its certificate of 
organization, or if after it has commenced to issue policies 
it shall cease for the period of one year to make new in
surance, its corporate powers shall therebj^ expire, and 
the supreme judicial court, upon petition of the insurance 
commissioner or of any person interested, may fix by 
decree the time within which it shall settle and close its 
affairs. A company incorporated by special act shall, 
within one year after the date thereof, file with the secre
tary of the commonwealth a written notice of its organ
ization under its charter, or the same shall be void.

Nothing in the charter of any domestic mutual life 
insurance company shall limit the investments of such 
company unless such limitation is contained in the general 
insurance laws in force at the time of making the invest
ment.

ORGANIZATION.

Section 32. Ten or more persons residents of this 
commonwealth may form an insurance company for any 
one of the folloiving purposes :

First, To insure against loss or damage to property 
by fire, lightning, or tempest on land, upon the stock or 
mutual plan.

Second, To insure against loss or damage to property 
by fire, lightning, or tempest on land, and against explo
sion, except the explosion of steam boilers and fly-wheels, 
upon the stock or mutual plan.

Third, To insure upon the stock or mutual plan 
vessels, freights, goods, money, effects, and money lent on 
bottomry or respondentia, against the perils of the sea and 
other perils usually insured against by marine insurance, 
including risks of inland navigation and transportation.

Fourth, To guarantee the fidelity of persons in positions 
of trust, private or public, and to act as surety on official 
bonds and for the performance of other obligations.

Fifth, To insure against loss or damage to property 
of the assured, or loss or damage to the life, person or 
property of another for which the assured is liable, caused 
by the explosion of steam boilers or fly-wheels, not, how
ever, to include loss or damage as specified in clause 
thirteenth of this section.

Sixth, To insure any person against bodily injury or 
death by accident, or any person, firm or corporation 
against loss or damage on account of the bodily injury or
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death by accident of any person for which loss or damage 
said person, firm or corporation is responsible, and to 
make insurance upon the health of individuals.

Seventh, To insure against the breakage of plate glass, 
local or in transit.

Eighth, To insure against loss or damage by water to 
any goods or premises arising from the breakage or leak
age of sprinklers, pumps or other apparatus erected for 
extinguishing fires, and of water pipes, and against acci
dental injury to said sprinklers and other apparatus.

Ninth, To insure against loss or damage to property 
arising from accidents to elevators, bicycles and vehicles, 
except rolling stock of railways.

Tenth, To carry on the business commonly known as 
credit insurance or guaranty, either by agreeing to pur
chase uncollectible debts, or otherwise to insure against 
loss or damage from the failure of persons indebted to the 
assured to meet their liabilities.

Eleventh, To examine titles of real and personal prop
erty, furnish information relative thereto and insure own
ers and others interested therein against loss by reason 
of encumbrances and defective title.

Twelfth, To insure against loss or damage by burglary, 
theft or housebreaking.

Thirteenth, To insure against loss or damage arising 
from the prevention or suspension of the use and occupa
tion of any building, plant or manufacturing establishment, 
or of any part thereof, due to or caused by the breakage 
of or accident to engines, boilers, motors, machinery, or 
by any cause, except fire, not brought about by the act or 
will of the owners, occupants or users thereof.

Stock companies organized under this section shall have 
a paid-up capital as follows :

Under the first clause, upon the stock plan, and under 
the fourth, fifth, sixth, eighth, ninth, tenth, twelfth, and 
thirteenth clauses not less than two hundred thousand 
dollars.

Under the second and third clauses, not less than three 
hundred thousand dollars.

Under the sixth clause, to insure only against sickness 
and the bodily injury or death of the insured by accident, 
and under the seventh clause, one hundred thousand 
dollars.
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It organized under the eleventh clause the capital shall 
not exceed one million dollars.

Any domestic corporation heretofore organized or trans
acting business under the provisions of chapter one hun
dred and nineteen or chapter one hundred and twenty of 
the Revised Laws may, if its directors so vote, be re
incorporated under the provisions of this act as a stock 
corporation to insure against physical disability of the 
insured by sickness and accident and death of the insured 
by accident. A certificate of such vote shall be signed 
and sworn to by the president, secretary and a majority 
of the directors, and with the records of the corporation 
be submitted to the insurance commissioner for his ap
proval. A list of policy holders and members in good 
standing showing the total amount of benefit assessments 
paid to the corporation by each policyholder and member 
in good standing, signed and sworn to by the president, 
secretary and majority of directors, shall be filed with the 
insurance commissioner. All funds held by such cor
poration at the date of reincorporation shall be distrib
uted by it between existing policy holders and members 
in good standing in proportion to the total amount of 
assessment benefits paid to the corporation by each policy 
holder and member in good standing. The contingency 
fund may be drawn bAr a requisition signed by two thirds 
of the directors and endorsed by the insurance commis
sioner, setting forth that the same is to be used for such 
purpose, and upon such requisition the treasurer and 
receiver general shall pay over the amount thereof to the 
corporation. Upon the filing in the office of the secretary 
of the commonwealth of the certificate of the vote of re
incorporation together Avith the certificate of the payment 
of its capital stock required by this section, the reincor
poration shall take effect, and such corporation shall cease 
to issue certificates or policies upon its former plan, but 
shall carry out its existing contracts.

S e c t io n  33. The corporation shall be formed in the 
manner described in and be subject to the provisions of 
sections fifteen to twenty, inclusive, of chapter one hun
dred and ten of the Revised LaAvs, except as herein other
wise expressly provided.

The name of the corporation shall be subject to approval 
by the insurance commissioner.
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The agreement of association shall state the class of 
insurance it proposes to transact and on what business 
plan or principle; and if the company does not transact 
business on the stock plan the amount of its capital stock 
and the par value of its shares may be omitted.

At the first meeting only the directors and such other 
officers as the by-laws require shall be chosen, and the 
president, secretary and such other officers as the by-laws 
authorize them to choose shall be chosen by the direct
ors.

The certificate of organization shall be signed and 
sworn to by the president, secretary and a majority of the 
directors, and shall, with the records of the corporation, 
be submitted to the insurance commissioner instead of the 
commissioner of corporations, and he shall perform the 
duties relative thereto required of the commissioner of 
corporations relative to manufacturing corporations.

The certificate issued by the secretary under the pro
visions of section twenty of chapter one hundred and ten 
of the Revised Laws shall be modified to conform to the 
requirements of this section.

The fee to be paid to the secretary upon the filing of 
the certificate of organization shall be twenty-five dollars.

Section 34. No domestic insurance company shall 
transact any business other than that specified in its 
charter or agreement of association, and no foreign insur
ance company admitted to this commonwealth after May 
thirty-one, eighteen hundred and eighty-seven shall trans
act more than one class or kind of business herein, except 
that a domestic company and, if its charter permits and 
not otherwise, an admitted foreign company may transact

a. The kinds of business specified in the fifth and sixth 
clauses of section thirty-two if admitted to transact either 
kind and if it has a paid-up capital of not less than four 
hundred thousand dollars ;

b. The kinds of business specified in the fourth and 
twelfth clauses of section thirty-two if admitted to trans
act either kind and if it has a paid-up capital of not less 
than four hundred thousand dollars ;

c. The kinds of business specified in the eighth clause, 
and may also insure property against loss by bombard
ment, if authorized to transact the business specified in 
the first or second clause;

d. The kind of business specified in the eighth clause
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if authorized to transact the kind of business specified in 
the fifth or ninth clause ;

e. The kind of business specified in the sixth clause if 
authorized to transact the business of life insurance in this 
commonwealth, provided it has a paid-up capital of not 
less than four hundred thousand dollars.

Contracts of insurance for each of the classes specified 
in section thirty-two shall be in separate and distinct poli
cies notwithstanding a 113' provision of this act which per
mits a company to transact more than one of said classes 
of insurance.

Mutual companies organized prior to the twenty-eighth 
dajr of May in the year eighteen hundred and eighty-six, 
to transact employers’ liability business, may continue 
such business under the sixth clause of section thirty- 
two, and shall be subject to the laws, so far as applicable, 
relative to mutual fire insurance companies.

STOCK COMPANIES.

- Officers, — their Election and Duties.
S e c t io n  35. The board of directors of each domestic 

stock insurance company shall consist of not less than five 
members, who shall be chosen by ballot from the stock
holders, and a majority of whom shall be residents of the 
commonwealth. They shall hold office for one year or for 
the term provided in its by-laws, as authorized by the pro
visions of section twenty-six, and until their successors 
are qualified.

In the choice of directors and at all meetings of the com
pany each stockholder shall be entitled to one vote for each 
share he holds not in excess of one tenth of the capital. 
Proxies may be authorized by written power of attorney, 
but no officer shall vote as proxy. The record of the votes 
made by the secretary or clerk, which shall shoiv whether 
the same were cast in person or by proxy, shall be evidence 
of all such elections.

The directors, before they are qualified to act, shall tile 
with the secretary a written acceptance of the trust. Not 
less than four shall constitute a quorum, and a majority 
of those in attendance may transact business. Vacancies 
in any office may be filled by the directors or by the stock
holders as the by-laws shall provide.
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The directors shall at each annual meeting of the com
pany submit a full statement of the transactions of the 
company during the previous year and of its financial con
dition.

Such companies shall be subject to the provisions of sec
tion forty-four, except as herein modified.

No treasurer shall be chosen unless such officer is re
quired by the by-laws.

Written requests for special meetings shall be signed by 
owners of one fifth part of the capital or by twenty stock
holders.

The secretary shall keep a list of the stockholders and 
of the number of shares standing in the name of each and 
a record of all transfers of such shares.

Personal Liability o f Officers.
Section 36. The directors or other officer making or 

authorizing an investment or loan in violation of the pro
visions of the following section shall be personally liable 
to the stockholders for any loss caused thereby.

If a company fis under liability for accrued losses equal 
to its net assets, and the president and directors knowing 
it make or assent to further insurance, they shall be per
sonally liable for any loss under such insurance.

If  the directors allow to be insured on a single risk a 
larger amount than the law permits they shall be liable for 
any loss thereon above the amount they might lawfully 
insure.

Payment and Investment o f Capital.
Section 37. The capital stock shall be paid in cash 

within twelve months after date of charter or certificate 
of organization, and no certificates of full shares and no 
policies shall be issued until the whole capital is paid in. 
A majority of the directors shall certify on oath that the 
money has been paid by the stockholders for their re
spective shares and that the same is held as the capital of 
the company invested or to be invested as required by the 
provisions of this section.

The Capital of any domestic insurance company, and 
three fourths of the reserve of any domestic stock or 
mutual life insurance company, shall be invested only as 
follows : ■—

1. In the public funds of the United States or Dis
trict of Columbia, or of any state of the United States.
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2. a. In the legally authorized bonds or notes of 
any county, city, town, school or water district in Massa
chusetts.

b. In the legally authorized bonds of any county, city, 
school or water district in airy other state in the United 
States which are a direct obligation of the county, city, 
school or water district issuing the same, and which has 
a population, according to the last national or state census 
preceding the date of such investment, of more than one 
hundred thousand inhabitants.

c. In the legally authorized bonds or notes of any 
county, city, town, school or water district in any such 
other state of the United States which are a direct obli
gation of the county, city, town, school or water district 
issuing the same whose indebtedness, after deducting the 
amount of its water debt and securities in the sinking 
funds which are available for payment of its bonds, does 
not exceed five per cent, of the valuation of property 
therein, as assessed for taxation next preceding the date 
of such investment.

3. In the mortgage bonds of any railroad corporation 
located wholly or in part in any state of the United States, 
whose capital stock equals at least one third of its funded 
indebtedness, which has paid, regularly, for the five years 
next preceding the date of such investment all interest 
charges on said funded indebtedness and which has paid 
for such period, regularly, dividends of at least four per 
cent, per annum upon all its issues of capital stock, or in 
the mortgage bonds of any railroad corporation which 
have been both as to principal and interest assumed or 
guaranteed by any such railroad corporation.

4. In loans upon improved and unencumbered real 
property in any state of the United States, provided that 
no loan on such real property shall exceed sixty per cent, 
of the fair market value thereof at the time of such loan, 
and a certificate of the value of such property shall be 
executed before making such loan by the person or persons 
making or authorizing such loan on behalf of the corpora
tion, which certificate shall be recorded on the books of 
the company.

5. In such real property as shall be requisite for 
convenient accommodation in the transaction of its busi
ness and subject to the provisions of section twenty- 
six.
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6 . In loans upon the security of its own policies not 
exceeding ninety-five per cent, of the cash surrender value 
of the policy at the time of making the loan.

7. In loans secured by collateral security consisting 
of any of the above to an amount not to exceed eighty- 
live per cent, of the market value of such securities at the 
time of the loan.

N o domestic life insurance company shall invest any of 
its funds in any unincorporated business or enterprise, nor 
in the stocks or evidence of indebtedness of any corpora
tion, the owners or holders of which stock or evidence of 
indebtedness may in any event be or become liable on ac
count thereof to any assessment except for taxes, nor shall 
such life insurance company invest any of its funds in its 
own stock or in the stock of any other insurance com
pany. No such company shall invest in, acquire or hold 
directly or indirectly more than ten per cent, of the capital 
stock of airy corporation, nor shall more than ten per cent, 
of its capital and surplus be invested in the stock of any 
one corporation. No such company shall subscribe to or 
participate in any underwriting of the purchase or sale of 
securities or property, or enter into any transaction for 
such purchase or sale on account of said company jointly 
with any other person, firm or corporation ; nor shall any 
such company enter into any agreement to withhold from 
sale any of its property, but the disposition of its prop
erty shall be at all times within the control of its board 
of directors.

Nothing herein shall prevent such company from loan
ing any funds not required to be invested as pro
vided in subdivisions one to seven inclusive of this 
section in any manner that the directors of such life insur
ance company may determine : provided, however, that no 
loan of such funds shall be made unless it is secured by 
collateral security, nor shall the amount of such loan 
exceed seventy per cent, of the market value of such 
securities at the time of the loan.

Nothing in this section shall prevent any such life in
surance company from acquiring or holding any prop
erty that shall be acquired in satisfaction of any debt 
previously contracted, or that shall be obtained by sale or 
foreclosure of any collateral security held by it -.provided, 
however, that, if the property owned be such as is herein 
prohibited for investment by such corporation, it shall

Prov iso .
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dispose of such property within one year from the date 
when it acquired title to the same, unless the insurance 
commissioner shall extend the time for such disposition 
for the reason that the interests of the company wil 1 
suffer materially by a forced sale of such property.

A record of such extension shall be made by the insur
ance commissioner, which shall state the time of the ex
tension, and in that event the sale of said property may 
be made at any time before the expiration of the time of 
such extension.

All property held by any domestic insurance company 
when this act takes effect, the investment in or loan on 
which property by such company is prohibited by the 
provisions of this section, shall be sold and disposed of 
within five years from the time when this act shall take 
effect, and such property shall not be held for a longer 
period, unless the time be extended by the insurance com
missioner in the manner above provided.

Impairment, Increase and Reduction o f Capital.
Section 38. If  the net assets of the company do not 

amount to more than three fourths of its capital, it may 
make good its capital by assessment of its stock.

Shares on which such assessment is not paid within 
sixty day7s after demand shall be forfeitable, and may be 
cancelled by a vote of the directors, and new shares issued 
to make up the deficiency.

If  such company shall not, within three months after 
notice from the insurance commissioner, make good its 
capital as aforesaid, or reduce the same as provided in 
section forty, its authority to transact new7 business of 
insurance shall cease.

Section 39. Such company may issue pro rata to its 
stockholders certificates of any7 portion of its actual net 
surplus it may decide to divide, which shall be deemed to 
be an increase of its capital to the amount of such certif
icates, and such company may, at a meeting called for 
the purpose, vote to increase the amount and number of 
shares of its capital stock, and to issue certificates thereof 
when paid for in full.

However the increase is made, the company shall, within 
thirty days after the issue of such certificates, submit to the 
insurance commissioner a certificate stating the amount of 
the increase and the facts of the transaction, signed and
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sworn to by its president and secretary and a majority of 
its directors. If the commissioner finds that the facts 
conform to the law.he shall indorse his approval thereof; 
and, upon filing such certificate so indorsed with the sec
retary of the commonwealth and the payment of a fee of 
five dollars for filing the same, the company may transact 
business upon the capital as increased and the commis
sioner shall issue his certificate to that effect.

Section 40. If the capital stock of a company is im
paired, such company may, upon a vote of a majority 
of the stock represented at a meeting legally called for 
that purpose, reduce its capital stock and the number of 
shares thereof to an amount not less than the minimum 
amount required by law. But no part of its assets and 
property shall be distributed to its stockholders.

Within ten days after such meeting the company shall 
submit to the insurance commissioner a certificate setting 
forth the proceedings thereof and the amount of such re
duction and the assets and liabilities of the company, 
signed and sworn to by its president, secretary and a 
majority of its directors. If  the commissioner finds that 
the reduction is made in conformity to law and that it 
will not be prejudicial to the public, he shall indorse his 
approval upon the certificate.

Upon filing the certificate, so indorsed, with the secre
tary of the commonwealth, and paying a fee of five dollars 
for the filing thereof, the company may transact busi
ness upon the basis of such reduced capital as though 
the same were its original capital, and its charter shall 
be deemed to be amended to conform thereto ; and the 
insurance commissioner shall issue his certificate to that 
effect.

Such company may, by a majority vote of its directors, 
after such reduction, require the return of the original 
certificates of stock held by each stockholder in exchange 
for new certificates which it may issue in lieu thereof for 
such number of shares as each stockholder is entitled to 
in the proportion that the reduced capital bears to the 
original capital.

Dividends.
Section 41. No stock company shall make a dividend, 

either in cash or stock certificates, except from its actual 
net surplus computed as required bjr law in its annual state
ment ; nor shall any such company which has ceased to do
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new business of insurance divide any portion of its assets, 
except surplus, to its stockholders until it shall have per
formed or cancelled its policy obligations. Any such com
pany may declare and pay, annually or semi-annually, from 
its surplus, cash dividends to its stockholders of not more 
than ten per cent, of its capital stock in a y ear; and if the 
dividends in any year are less than ten per cent., the dif
ference may be made up in any subsequent year or years 
from surplus accumulations ; but any such company may 
pay such dividend as the directors may consider prudent 
out of any surplus that shall remain after charging in addi
tion to all its liabilities, except unearned premiums, an 
amount equal to the whole amount of premiums on unex
pired risks, and deducting from the assets all securities and 
book accounts on which no part of the principal or interest 
has been paid within the last year and for which foreclosure 
or suit has not been commenced for collection,, or which 
after judgment obtained thereon shall have remained more 
than two years unsatisfied and on which interest shall not 
have been paid, and also deducting all interest due and 
unpaid on any property of the company.

MUTUAL FIRE.

Section 42. No policy shall be issued by a purely 
mutual fire insurance company organized subsequent to 
the twenty-third day of April in the year eighteen hun
dred and ninety-four, nor by a mutual fire insurance com
pany with a guaranty capital of less than one hundred 
thousand dollars, until not less than one million dollars 
of insurance, in not less than four hundred separate risks 
upon property located in this commonwealth, has been 
subscribed for and entered on its books; except that in 
any town of less than four thousand inhabitants a company 
may be formed to insure only dwelling houses, farm build
ings and their contents within such town, and may issue 
policies when fifty thousand dollars of insurance has been 
subscribed for. No policy shall be issued under the pro
visions of this section until the president and secretary of 
the company shall have certified under oath that every 
subscription for insurance in the list presented to the 
insurance commissioner for approval is genuine, and made 
with an agreement with every subscriber for insurance 
that he will take the policies subscribed for by him within 
thirty days of the granting of a license to the company by

Issue of 
policies.
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the insurance commissioner to issue policies. If such 
officers shall take a false oath relative to such certificate 
they shall be guilty of perjury.

No mutual fire insurance company operating on the 
cash premium plan as provided in section forty-eight, nor 
any mutual fire insurance company with a guaranty capital 
of less than one hundred thousand dollars, either of which 
has become insolvent, or has reinsured or cancelled its 
risks so that it has on its books less than one million dol
lars of insurance in force, not reinsured, in not less than 
four hundred separate risks in this commonwealth, shall 
make any further insurances until it has secured applica
tions for policies which, together with the unreinsured 
risks in force, shall amount to not less than one million 
dollars in not less than four hundred separate risks in this 
commonwealth, said applications to be subject to the same 
provisions of this section as apply to the subscriptions for 
insurance in a new company. Upon the filing of such 
applications with the insurance commissioner he may make 
such investigation as he deems proper and if his findings 
warrant it grant a license to such company to issue policies. 
No officer or other person whose duty it is to determine 
the character of the risks, and upon whose decision the 
applications shall be accepted or rejected b}r a mutual fire 
insurance company, shall receive as any part of his com
pensation a commission upon the premiums, but his com
pensation shall be a fixed salary and such share of the net 
profits as the directors may determine. Nor shall such 
officer or person aforesaid be an employee of any officer 
or agent of the company.

Members and Ejections.
Section 43. Every person insured by a mutual fire 

insurance company shall be a member while his policy is 
in force, entitled to one vote for each policy he holds, and 
shall be notified of the time and place of holding its meet
ings by a written notice or by an imprint in type not 
smaller than long primer upon the filing-back of each 
policy, receipt or certificate of renewal, as follows: —

The assured is hereby notified that by virtue of this policy he is a 
member of the Insurance Company, and is en
titled to vote either in person or by proxy at any and all meetings 
of said company. The annual meetings are held at its home office 
on the day of in each year, at o’clock.
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The blanks shall be duly filled in print, and shall be a 
sufficient notice.

A corporation which becomes a member of such com- Representative 
puny may authorize any person to represent it in such corporation to 
company, and such representative shall have all the rights a member? °f 
of an individual member.

Any person holding property in trust may insure the Trustee, etc., 
same in such company, and as such trustee assume the rights of a 
liabilities and be entitled to the rights of a member, but memljer- 
shall not be personally liable upon such contract of insur
ance.

Members maj^ vote by proxies dated and executed within Voting by 
three months and returned and recorded on the books of |1,oxy' 
the company three days or more before the meeting at 
which they are to be used ; but no person shall as attorney 
or otherwise cast more than twenty votes, and no officer 
or agent shall himself or by another ask for, receive, pro
cure to be obtained or use a proxy to vote.

Every such company shall elect by ballot a board of not 
less than seven directors, who shall manage and conduct term, etc. 
its business and who shall hold office for one j^ear or for 
such term as the by-laws may provide, in accordance with 
the provisions of section twenty-six, and until their suc
cessors are qualified.

Two thirds at least of the directors shall be citizens of -eligibilityof. 
this commonwealth and, after the first election, members 
only shall be eligible, but no director shall be disqualified 
from serving the term for which he was chosen by reason 
of the expiration or cancellation of his policy : provided, Proviso, 
that in companies with a guaranty capital one half of the 
directors shall be chosen by and from the stockholders.

Five or more of the directors shall constitute a quorum Directors, 
for the transaction of business by the vote of a majority quolu™' 
of those in attendance.

Vacancies in any office may be filled in such manner as —vacancies, 
the by-laws shall provide.

Powers and Duties o f Officers.
Section 44. 

ballot a preside
secretary, a treasurer, who may also be either the presi
dent or secretary, and such other officers as the by-laws 
provide.
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They may call special meetings of the members of the 
corporation, of which each member shall have such notice 
as the by-laws provide, and shall call such meetings upon 
the written request of twenty members or of the owners 
of one fifth of the guaranty capital, stating the purpose 
thereof.

The president, the vice president, if any, and the secre
tary and treasurer shall be annually sworn, and their oaths 
be entered of record in the books of the corporation. The 
president or, in his absence, the vice president shall pre
side at all meetings of the directors or members. In the 
absence of both, a president pro tempore may be chosen.

The secretary shall keep a record of the votes, whether 
cast in person or by proxy, and the other proceedings 
of all meetings of the directors and of the members; a 
true list of the holders of the guaranty capital, if any, the 
number of shares owned by each, and a record of all 
transfers of such shares; and shall record all policies is
sued and all authorized assignments, transfers and can
cellations thereof; and such other books and records as 
the president and directors may require. The records so 
kept shall be evidence of the transactions to which they 
relate, and for making any wilfully false record the secre
tary shall be deemed guilty of perjury. Such records 
shall be open to the inspection of any person interested 
therein.

Companies with a Guaranty Capital.
Section 45. A mutual fire insurance company may 

be formed with, .or an existing mutual fire insurance com
pany may establish, a guaranty capital of not less than 
twenty-five thousand dollars nor more than two hundred 
thousand dollars, divided into shares of one hundred dol
lars each, which shall be invested in the same manner as is 
provided for the investment of the capital stock of certain 
insurance companies by section thirty-seven. The stock
holders of the guaranty capital of a company shall be en
titled to a semi-annual dividend of not more than three 
and one half per cent, on their respective shares if the 
net profits or unused premiums, left after all expenses, 
losses and liabilities then incurred, with the reserve for 
reinsurance, are provided for, shall be sufficient to pay 
the same. The guaranty capital shall be applied to the 
payment of losses only when the company has exhausted
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its cash in hand and the invested assets, exclusive of 
uncollected premiums, and when thus impaired, the direct
ors may make good the whole or any part of it by 
assessments upon the contingent funds of the company 
at the date of such impairment. Shareholders and mem- Bjgtu ®f * are- 
bers of such companies shall be subject to the same pro- members to 
visions of law relative to their right to vote as apply vote,etc’ 
respectively to shareholders in stock companies and policy 
holders in purely mutual companies; and said guaranty 
capital shall be retired when the permanent fund of the 
company equals two per cent, of the amount insured upon 
all policies in force ; and said guaranty capital may be re- ucductKjn or 
duced or retired by vote of the policy holders of the guaranty 
company and the assent of the insurance commissioner, caplta' 
if the net assets of the company above its reinsurance 
reserve and all other claims and obligations, exclusive of 
guaranty capital, for two years last preceding and in
cluding the date of its last annual statement, shall be 
not less than twenty-five per cent, of the guaranty capital.
Due notice of such proposed action on the part of the com
pany shall be mailed to each policy holder of the company 
not less than thirty days before the meeting when such 
action maybe taken,.and shall also be advertised in two 
papers of general circulation, approved by the insurance 
commissioner, not less than three times a week for a period 
of not less than four weeks before said meeting. No in
surance company with a guaranty capital, which has ceased 
to do new. business, shall divide among its stockholders 
any part of its assets or guaranty capital, except income 
from investments, until it shall have performed or cancelled 
its policy obligations.

Permanent Fund.
Section 46. Mutual fire insurance companies may Accumuiu- 

continue to hold as a permanent fund the net profits, and permanent1 
such companies with a guaranty capital the special reserve, 1,md' 
already set apart as provided by law. If  such fund of 
any such company is less than two per cent, of its in
surance in force, or if such company has no such fund, 
the directors may annually set apart such portion as they 
may deem best of the net profits of the preceding year for 
an addition to or to establish such fund until said limit of 
two per cent, has been reached. Such fund shall be
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held for the security of the insured and shall be subject 
to the provisions of law relative to the investment of the 
capital stock of insurance companies on the stock plan. 
The permanent fund so accumulated shall be used for the 
payment of losses and expenses when the cash funds of the 
company in excess of an amount equal to its liabilities, 
including guaranty capital, are exhausted ; and when the 
said fund is drawn upon, the reservation of profits as 
aforesaid may be renewed or continued until the limit of 
accumulation as herein provided is reached, but the pro
visions of this section shall not affect existing rights.

Dividends and Assessments.
Section 47. The directors of any mutual fire insurance 

company may, from time to time, by vote, fix and determine 
the amount to be paid as a dividend upon policies expiring 
during each year, but policies of the same duration shall 
be given the same rate of dividend. Each policy holder 
shall be notified at his last known address upon the ex
piration of his policy of the amount of any dividend 
declared and payable thereon.

Section 48. Mutual fire insurance companies, except 
as provided in the following section, shall charge and col
lect upon their policies a full mutual premium in cash, or 
notes absolutely paj^able. Any such company may in its 
by-laws and policies fix the contingent mutual liability of 
its members for the payment of losses and expenses not 
provided for by its cash funds; but such contingent lia
bility of a member shall not be less than an amount equal 
to and in addition to the cash premium written in his 
policy. The total amount of the liability of the policy 
holder shall be plainly and legibly stated upon the filing- 
back of each policy. Whenever any reduction is made 
in the contingent liability of members such reduction shall 
apply proportionally to all policies in force.

Section 49. Mutual fire insurance companies organ
ized prior to the twenty-first day of May in the year eight
een hundred and eighty-seven and now lawfully doing 
business upon the plan of taking deposit notes for a per
centage of the amount insured by its policies, and making 
a call or assessment thereon for expenses and for the pave
ment of losses only after such losses are incurred, may 
continue such sj’stem of business, and such deposit notes 
shall constitute the entire liability of their members.



101

Section 50. If a mutual fire insurance company is not 
possessed of cash funds above its unearned premiums, 
sufficient for the payment of incurred losses and expenses, 
it shall make an assessment tor the amount needed to pay 
such losses and expenses upon its members liable to assess
ment therefor, in proportion to their several liability.

Each policy holder shall be liable to pay his proportional 
part of any assessments which may be laid bjr the company 
in accordance with law and his contract, on account of 
losses and expenses incurred while he was a member, if he 
is notified of such assessment within one year after the 
expiration of his policy. And when an assessment is 
ordered the directors shall forthwith cause written notice 
and demand for payment to be made upon each person 
subject thereto, by mail or personal service.

The company shall cause to be recorded in a book kept 
for that purpose the order for such assessment, with a 
statement which shall set forth the condition of the com
pany at the date of the order, the amount of its cash assets 
and of its deposit notes or other contingent funds liable to 
the assessment, the amount the assessment calls for and 
the particular losses or other liabilities it is made to pro
vide for. Such record shall be made and signed by the 
directors who voted for the order, before any part of the 
assessment is collected, and any person liable to the assess
ment may inspect and take a copy of the same.

Section 51. If the directors by authority of statute 
make an assessment or call on the members for money, 
or vote that there exists a necessity for such assessment 
or call, they or any person interested in the company as 
an officer, policy holder or creditor, may apply to the 
supreme judicial court for any county, by a petition in 
the nature of a bill in equity, praying the court to examine 
such assessment or call, the necessity therefor, and all 
matters connected therewith, and to confirm, amend or 
annul the assessment or call, or to order that the same be 
made as law and justice may require ; but if an applica
tion is made by any party except the corporation, or a 
receiver, or the insurance commissioner, the court may 
decline to exercise jurisdiction thereof. If the directors 
unreasonably neglect to make an assessment or call to 
satisfy an admitted or ascertained claim upon the com
pany, any judgm ent creditor, or any person holding such 
claim, or the insurance commissioner, may make the ap-
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plication to the court. Upon such application, if made 
by the directors, or upon an order of the court, if made 
by any other person, the directors shall set forth the 
claims against the company, its assets, and all other facts 
and particulars appertaining to the matter.

The court before which such petition is filed shall order 
notice to be given by publication or otherwise to all parties 
interested and, upon the return thereof, shall examine the 
assessment or call, or the necessity therefor, and all matters 
connected therewith. Any parties interested may appear 
and be heard thereon. All questions that arise shall be 
heard and determined as in other equity cases.

The application shall be referred to an auditor, who 
shall appoint a time and place to hear all parties interested, 
and shall give personal notice thereof in writing to the 
insurance commissioner, and through the post oflice, so 
far as he is able, to all persons liable upon said assessment 
or call. The auditor shall hear the parties, and report 
upon the correctness of the assessment or call, and all 
matters connected therewith. The court may confirm, 
amend or annul the assessment or call, or order one to be 
made; and may make such orders and decrees as under 
all the circumstances justice and equity require. If the 
assessment or call is altered or amended, or one is ordered 
to be made, the directors shall forthwith proceed to vote 
the same in legal form, and the record of such vote shall 
be set forth in a supplemental bill or answer.

When an assessment or call has been so confirmed, as
certained or established, a decree shall be entered which 
shall be final and conclusive upon the company and all 
persons liable to the assessment or call, as to the necessity 
of the same, the authority of the company to make or 
collect the same, the amount thereof, and all formalities 
connected therewith. An assessment or call altered or 
amended by vote of directors and decree of the court 
thereon shall be binding upon all parties who would have 
been liable under it as originally made, and in all legai 
proceedings shall be held to be such original assessment 
or call. All such proceedings shall be at the cost of the 
company, unless the court for cause otherwise orders : and 
in all cases the court may control the disposition of the 
funds collected under such proceedings.

If the court finds that the net proceeds of any assess
ment or call will not be sufficient to furnish substantial
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relief to those having claims against the company, it may 
decree that no assessment shall be collected; and if, upon 
the application of the insurance commissioner or a member 
of the company, or of any person interested, the court is 
of opinion that further attempts to collect an assessment 
then partially collected will not benefit those having claims 
against the company, it may stay the further collection of 
said assessment.

Personal Liability o f Officers.
S e c t io n  52. Xo director or other officer of a mutual 

fire insurance company shall either officially or privately 
give a guaranty to a policy holder thereof against an assess
ment to which he would otherwise be liable.

If the directors of any such company neglect or omit 
for six months to lay and collect with all practicable dili
gence any assessment they are required to make by the 
provisions of the preceding section, the}r shall be person
ally liable for all debts and claims then outstanding against 
the company, or that may accrue until such assessment is 
laid and put in process of collection.

If the treasurer of such company unreasonably neglects 
to collect an assessment made by order of the directors, 
and to apply the same to the payment of the claims for 
which it was made, he shall be personally liable to the 
person having such claims, for the amount of the as
sessment ; and he may repay himself out of any money 
afterward received for the company on account of said 
assessment.

If sufficient property of any such company cannot be 
found to satisfy an execution issued against it, and it has 
property belonging to the period assessed, the proceeds 
of which can be applied to satisfy such execution, if the 
directors neglect to pay the same, or neglect for thirty 
days after the rendition of judgment to make an assess
ment and deliver the same to the treasurer for collection, 
or to apply such assessment when collected to the payment 
of the execution, they shall be personally liable for the 
amount of the execution.

If  the directors of any such company are liable to pay 
an execution against it, the creditor may recover the same 
by a suit in equity or by an action at law against the di
rectors. The director who pays an execution against the 
company for which he is personally liable may sue in
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equity for contribution any of the directors for their pro
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MUTUAL MARINE AND MUTUAL FIRE AND MARINE.

S e c t io n  53. A mutual marine insurance company 
organized under the provisions of this act shall have 
an agreement under the seal of each subscriber thereto, 
substantially as follows:

The subscribers severa lly  agree to pay to the Insurance
Com pany on demand the w hole or such part of the am ounts set 
against our nam es as m ay be called from tim e to tim e for the use of 
said com pany in the paym ent of its losses and expenses not other
w ise  provided for.

Such company shall not issue policies until the amount 
of three hundred thousand dollars, which shall be the total 
of such subscriptions, shall have been so subscribed, and 
a certificate signed by the president and a majority of the 
directors, certifying that the subscribers are known to 
them and that they believe them to be solvent and able 
to pay their subscriptions, has been deposited with and 
approved by the insurance commissioner. If  a sub
scriber dies or becomes insolvent his subscription shall be 
cancelled, and if the amount of the subscription fund is 
thereby or otherwise reduced, the deficiency shall be made 
good by new subscriptions certified in the same manner as 
the original. Subscribers shall be entitled to annual divi
dends of two per cent, upon the amount of their subscrip
tions from the profits of the company, and shall also be 
reimbursed from future profits for all amounts of money 
they may pay the company for its uses under their agree
ment, with lawful interest thereon.

The net profits or divisible surplus of such companies 
shall be annually divided among the insured whose policies 
terminated within the year, in proportion to the contribu
tion of each to such profits or surplus, and such dividends 
shall be made only in scrip certificates pajrable only out of 
the accumulation of net profits or surplus, which accumula
tion shall constitute and be kept and invested by the com
pany as a separate fund in trust for the redemption of such 
scrip certificates and the contingent payment of losses and
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expenses as herein provided. Such certificates until re
deemed shall be subject to future losses and expenses of 
the company and to be reduced if the redemption fund is 
drawn upon for the payment of such losses and expenses.
But no part of the redemption fund shall be used for the 
payment of losses or expenses unless the cash assets of the 
company are insufficient therefor and except to the extent 
of the deficiency; and if any portion thereof shall be used 
for such payment, the outstanding certificates shall be re
duced in proportion, so that the redemption fund shall at 
all times equal the amount of the unredeemed certificates.
The net income of the redemption fund shall be divided 
annually among the holders of its certificates ; or the com
pany may make such certificates with a specific rate of in
terest payable from the income of its invested funds. As 
such profits accumulate and are invested, subscriptions of 
an equal amount shall be cancelled. The maximum of such Llmlt °* .. 
accumulation of profits shall be three hundred thousand of profits, 
dollars, and all excess of profits above said amount shall 
be applied annually to the payment of the certificates in 
the order of their issue. The certificates shall be forth
with payable when the company shall cease to issue policies 
and the fund is no longer liable to be drawn upon for the 
payment of losses.

Section 54. A mutual marine and a mutual fire and plnj^subject 
marine insurance company organized prior to the twenty- to certain pro-
,. i ,. ,  , . , 1 V , 1 . J visions ol thefirst day ot May m the year eighteen hundred and eighty- Public statutes, 
seven under any law of this commonwealth shall remain 
subject to the provisions applicable to each contained in 
sections one hundred and seventeen to one hundred and 
thirty, inclusive, of chapter one hundred and nineteen of 
the Public Statutes, notwithstanding the repeal of said 
chapter. Any such company may redeem its certificates Redemption of 
of dividends of profits when its permanent fund has been cei 1 C!rtes- 
paid in cash and invested and its surplus is sufficient for 
the purpose. The shareholders of the permanent fund of 
any such company shall be entitled to not more than five 
per cent, semi-annual dividends thereon.

Section 55. All domestic mutual marine insurance Companies 
companies shall be subject to the provisions of sections tosywam!'u, 
forty-three and forty-four, and each subscriber to the per- etc' 
manent fund, or agreement specified in section fifty-three, 
of any such company shall be a member thereof during 
the term of his subscription and entitled to one vote.
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Personal Liability o f Officers.
S e c t io n  56. If a subscriber to the permanent fund or 

agreement of a mutual marine or mutual fire and marine 
insurance company fails to pay his subscription or any 
assessment thereon, and it is proved that the president 
or a director certified falsely in regard to such subscriber, 
the person certifying shall be liable to the company for 
such amount as the subscriber fails to pay.

If any such company is at any time liable for losses 
beyond the amount of its net assets the president and 
directors shall be personally liable for all losses on in
surance effected while the company was in such condition.

FIRE INSURANCE.

S e c t io n  57. No insurance company shall knowingly 
issue any fire insurance policy upon property within this 
commonwealth for an amount which with any existing in
surance thereon exceeds the fair value of the property, 
nor for a longer term than seven years.

If buildings insured against loss by fire, and situated 
within this commonwealth, are totally destroyed by fire, 
the company shall not be liable beyond the actual value 
of the insured property at the time of the loss or damage ; 
and if it shall appear that the insured has paid premiums 
on an amount in excess of said actual value, the assured 
shall be reimbursed the proportionate excess of premiums 
paid on the difference between the amount named in the 
policy and said actual value, with interest at six per cent, 
per annum from the date of issue; and said excess of 
premiums and interest thereon shall be allowed the in
sured from the time any company or companies carrying 
said insurance at the time of the loss have continuously 
carried the insurance on the destroyed building or build
ings, whether under policies existing at the time of the 
loss or under previous policies in the same company or 
companies.

S e c t io n  58. If by an agreement with the insured or 
by the terms of a fire insurance policy taken out by a 
mortgagor the whole or any part of the loss thereon is 
payable to a mortgagee or mortgagees of the property or 
for their benefit, the company shall, upon satisfactory 
proof of the rights and title of the parties, in accordance
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■with such terms or agreement, pay all mortgagees pro
tected b}r such policy in the order of their priority of 
claim as their claim shall appear, not beyond the amount 
for which the company is liable, and such payment shall 
be to the extent thereof payment and satisfaction of the 
liability of the company under such policy.

Section 59. In all insurance against loss by tire the 
conditions of insurance shall be stated in full, and neither 
the application of the insured nor the by-laws of the com
pany shall be considered as a warranty or a part of the 
contract, except so far as they are incorporated in full 
into the policy.

Section 60. No fire insurance company shall issue 
lire insurance policies on property in this commonwealth, 
other than those of the standard form herein set forth, 
except as follows :

First, A company may print on or in its policies its 
name, location and date of incorporation, the amount of 
its paid up capital stock, the names of its officers and 
agents, the number and date of the policy, and, if it is 
issued through an agent, the words ‘ ‘ This policy shall 
not be valid until countersigned by the duly authorized 
agent of the company at .”

Second, A company may print or use in its policies 
printed forms of description and specification of the prop
erty insured.

Third, A company insuring against damage by light
ning may print, in the clause enumerating the perils in
sured against, the additional words “ Also any damage 
by lightning, whether fire ensues or not,” and, in the 
clause providing for an apportionment of loss in case of 
other insurance, the words “ whether by fire, lightning 
or both.”

Fourth, A company incorporated or formed in this 
commonwealth may print in its policies any provisions 
which it is authorized or required by law to insert therein ; 
and any company not incorporated or formed in this com
monwealth may, with the approval of the insurance com
missioner, so print any provision required by its charter 
or deed of settlement, or by the laws of its own state or 
country, not contrary to the laws of this commonwealth ; 
but the insurance commissioner shall require any provi
sion which, in his opinion, modifies the contract of insur
ance in such way as to affect the question of loss, to be
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appended to the policy by a slip or rider as hereinafter 
provided.

Fifth, The blanks in said standard form may be filled 
in print or writing.

Sixth, A company may print upon policies issued in 
compliance with the preceding provisions of this section 
the words “ Massachusetts Standard Policy.”

Seventh, A company may write upon the margin or 
across the face of a policy, or write, or print in type not 
smaller than long primer, upon separate slips or riders to 
be attached thereto, provisions adding to or modifying 
those contained in the standard form ; and all such slips, 
riders and provisions must be signed by the officers or 
agent of the company so using them.

Said standard form of policy shall be plainly printed, 
and no portion thereof shall be in type smaller than long- 
primer, and shall be as follows :

No. f ________________

(Corporate nam e of the com pany or association ; its principal place  
or places o f business.)

This com pany shall not be liab le beyond the actual value o f the 
insured property at the tim e any loss or dam age happens.

In consideration of dollars to it paid by the insured,
hereinafter named, the receipt w hereof is hereby acknow ledged, 
does insure and leg a l representatives against loss
or dam age by fire, to the am ount of dollars.

(D escription of property insured.)
B ills o f exchange, notes, accounts, evidences and securities o f prop

erty of every kind, books, w earing apparel, plate, m oney, jew els , 
m edals, patterns, m odels, scientific cabinets and collections, paint
ings, sculpture and curiosities are not included in said insured prop
erty, un less sp ecia lly  mentioned.

Said property is insured for the term  of , beginn ing
on the day of , in the year nineteen hundred
and , at noon, and continuing until the day of

, in the year nineteen hundred and , at
noon, against all loss or dam age by fir e  originating from  any cause  
except invasion, foreign  enem ies, civil com m otions, riots, or any 
m ilitary or usurped pow er w h a tev er ; the am ount o f said lo ss or 
dam age to be estim ated according to the actual value of the insured  
property at the tim e w hen such loss or dam age happens, but not to 
include loss or dam age caused by explosions of any kind unless fire 
ensues, and then to include that caused by fire only.

T his policy shall be v o id  if  any m aterial fact or circum stance stated 
in w riting has not been fa irly  represented by the insured, — or if  the 
insured now has or shall hereafter m ake any other insurance on the 
said property w ithout the assent in w ritin g  or in print o f the com 
p a n y ,— or if, w ithout such assent, the said property shall be rem oved, 
except that, if  such rem oval shall be necessary for the preservation  
o f the property from  fire, this policy shall be valid w ithout such as-
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sent for five days thereafter, — or if , w ithout such assent, the situation 
or circum stances aft'ecting the risk shall, by or with the know ledge, 
advice, agency' or consent o f the insured, be so altered as to cause an 
increase of such risks, or if, w ithout such assent, the said property  
shall be sold, or this policy assigned , or i f  the prem ises hereby in
sured shall becom e vacant by the rem oval o f the ow ner or occupant, 
and so rem ain vacant for more than thirty days without such assent, 
or if  it be a m anufacturing establishm ent, running, in w hole or in 
part, extra tim e, except that such establishm ents m ay run, in w hole  
or in part, extra hours not later than nine o’clock p .m ., or if  such estab
lishm ents shall cease operation for  m ore than thirty days w ithout per
m ission in w riting indorsed hereon, or if  the insured shall m ake any 
attem pt to defraud the "company either before or after the loss, — or 
if  gunpow der or other articles subject to lega l restriction shall be 
kept in quantities or m anner different from  those allow ed or pre
scribed by law ,-— or if cam phene, benzine, naphtha, or other chem i
cal oils or burning fluids shall be kept or used by the insured on the 
prem ises insured, except that what is known as refined petroleum , 
kerosene or coal oil, m ay be used for ligh tin g , and in d w ellin g  houses 
kerosene oil stoves may be used for dom estic purposes, — to be filled 
when cold, by daylight, and with oil of law fu l fire test only.

I f  the insured property shall be exposed to loss or dam age by fire, 
the insured shall m ake all reasonable exertions to save and protect 
the same.

In case of any loss or dam age under this policy, a statem ent  in 
w riting, signed and sworn to by' the insured shall be forthw ith ren
dered to the company, setting forth the value of the property insured, 
the interest o f the insured therein, all other insurauce thereon, in 
detail, the purposes for which and the persons by whom  the building  
insured, or containing the property' insured, w as used, and the time 
at which and m anner in which the fire originated, so far as known to 
the insured. The com pany may also exam ine the books of account 
and vouchers o f the insured, and m ake extracts from  the same.

In case of any loss or dam age, the com pany, within sixty  days 
after the insured shall have subm itted a statem ent, as provided in 
the preceding clause, shall either pay the am ount for which it shall 
be liab le, which amount i f  not agreed upon shall be ascertained by 
aivard of referees as hereinafter jyrovided, or replace the property  
with other of the sam e kind and goodness, — or it may, within fifteen  
days after such statem ent is subm itted, notify the insured of its inten
tion to rebuild or repair the prem ises, or any' portion thereof sepa
rately insured by this policy, and shall thereupon enter upon said 
prem ises and proceed to rebuild or repair the sam e with reasonable 
expedition. It is m oreover understood that there can be no abandon
ment of the property insured to the com pany, and that the com pany  
shall not in any case be liable for more than the sum insured, with  
interest thereon from  the tim e when the loss shall becom e payable, 
as above provided.

I f  there shall be any oth er  insurance  on the property insured, 
whether prior or subsequent, the insured shall recover on this policy  
no greater proportion of the loss sustained than the sum hereby in
sured bears to the w hole am ount insured thereon And whenever  
the com pany shall pay any loss, the insured shall assign to it, to the 
extent o f the am ount so paid, all r ights to recover satisfaction for 
the loss or dam age from  any person, town or other corporation, e x 
cepting other insurers; or the insured, if  requested, shall prosecute 
therefor at the charge and for the account of the com pany.
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I f  this policy shall be made payable to a m ortgagee o f the insured  
real estate, no act or default o f any person other than such m ortgagee  
or his agents, or those cla im ing under him , shall affect such mort
g a g ee ’s right to recover in case o f loss on such real e s ta te : provided, 
that the m ortgagee shall, on dem and, pay according to the estab
lished scale o f rates for any increase of risks not paid for by the 
insured ; and w henever this com pany shall be liab le to a m ortgagee  
for any sum  for loss under this policy, for w hich no liab ility  exists  
as to the m ortgagor, or owner, and this com pany shall elect by itself, 
or w ith  others, to pay the m ortgagee the fu ll amount secured by such  
m ortgage, then the m ortgagee shall assign and transfer to the com 
panies interested, upon such paym ent, the said m ortgage, together  
w ith  the note and debt thereby secured.

This policy may be cancelled  at any tim e at the request o f the 
insured, who shall thereupon be entitled to a return of the portion of 
the above premium rem aining, after deducting the custom ary m onthly  
short rates for the tim e this policy shall have been in force. The  
com pany also reserves the right, after g iv in g  written notice to the 
insured, and to any m ortgagee to whom  this policy is m ade payable, 
and tendering to the insured a ratable proportion of the prem ium , to 
cancel this policy as to all risks subsequent to the expiration of ten  
days from  such notice, and no m ortgagee shall then have the right to 
recover as to such risks.

In case of loss under this policy and a fa ilure o f the parties to agree  
as to the amount of loss, it is m utually agreed that the am ount o f such 
loss shall be referred to three disinterested m en, the com pany and 
the insured each choosing one out o f three persons to be named by 
the other, and the third being selected by the two so chosen; the  
award in w riting by a majority of the referees shall be conclusive  
and final upon the parties as to the am ount of loss or dam age, and 
such reference unless waived by the parties shall be a condition pre
cedent to any right of action in law or equity to recover for such loss; 
but no person shall be chosen or act as a referee, against the objec
tion of either party, w ho has acted in a like capacity w ithin four 
months.

No suit or action against this com pany for the recovery of any 
claim  by virtue o f this policy shall be sustained in any court o f law  
or equity in this com m onwealth unless com m enced w ithin tw o years 
from  the tim e the loss occurred.

In w itness w hereof the said com pany has caused this policy to 
be signed by its president and attested by its secretary (or by such 
proper officers as m ay be designated), at their office in (date).

The word “ noon”, occurring in the standard form 
above set forth shall be construed to be the noon of 
standard time of the place where the property covered by 
the policy is situated.

In case of loss under any fire insurance policy, issued 
on property in this commonwealth, in the standard form 
above set forth, and the failure of the parties to agree as 
to the amount of loss, the insurance company shall, within 
ten days after a written request to appoint referees under 
the provision for arbitration in such policy, name three 
men under such provision, each of whom shall be a resi-
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dent of this commonwealth and willing to act as one of 
such referees, of whom the insured shall, within ten daj^s 
after receiving said names, make known to the insurance 
company its choice of one of them to act as one of such 
referees; and such insurance company shall, within ten 
days after receiving the names of three men named by the 
insured under such provision, make known to the insured 
its choice of one of them to act as one of such referees. 
And in case of the failure of two referees, chosen, respec
tively, by the insurance company and the insured, to agree 
upon and select within ten days from their appointment a 
third referee willing to act in said capacity, either of said 
referees or parties may within twenty days from the ex
piration of said ten days make written application, setting 
forth the facts, to the insurance commissioner to appoint 
such third referee ; and said commissioner shall thereupon 
make such appointment and shall send written notification 
thereof to the parties. In every case of the appointment 
by the insurance commissioner of said third referee the 
insuring company or companies shall withhold from the 
amount of the award rendered one half of the compensa
tion and expenses of said referee, and said company or 
companies shall thereupon pay to said referee the full 
amount of his compensation and expenses.

FIDELITY INSURANCE AND CORPORATE SURETY.

S e c t io n  61. A company organized under the provi
sions of this act or the corresponding provisions of 
earlier laws or chartered by any other state or government 
to transact fidelity insurance and corporate suretyship, and 
qualified to do business in this commonwealth, may make 
contracts of insurance to guarantee the fidelity of persons 
holding positions of trust in private or public employment 
or responsibility, and may, if accepted and approved by 
the court, magistrate, obligee or person competent to ap
prove such bond, act as surety upon the official bond or 
undertaking in civil procedure of any person or corpora
tion to the United States, to this commonwealth, or to 
any county, city, town, judge of probate and insolvency 
or other court, sheriff, magistrate or public officer, or to 
any corporation or association public or private : and also 
may act as surety upon any bond or undertaking to any 
person or corporation or to the commonwealth conditioned 
upon the performance of any duty or trust or for the doing
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or not doing of anything in said bond specified, and upon 
bonds to indemnify against loss any person or persons 
who are responsible as surety or sureties upon a written 
instrument or otherAvise for the performance by others of 
any office, employment, contract or trust. If by law tAvo 
or more sureties are required upon any obligation such 
company is authorized to insure, it may act as sole surety 
thereon, and maj  ̂be accepted as such by the court, magis
trate or other officer or person authorized to approve the 
sufficiency of such bond or undertaking ; and so much of 
section nine of chapter one hundred and forty-nine of 
the Revised LaAArs as requires that sureties on bonds to 
a judge of probate shall be residents of the common
wealth shall not forbid the acceptance of a qualified 
foreign corporation as joint or sole surety on any such 
bond. A bond given by it under the provisions of sec
tion twenty-four of chapter one hundred and ten, section 
fifteen of chapter one hundred and thirteen or section 
seven of chapter one hundred and fourteen of the Revised 
LaAvs, shall be in a form approved bj7 the commissioner 
of corporations or the commissioners of savings banks, 
respectively, and an attested copy of such bond, Avith a 
certificate of the custodian that the original is in his pos
session, shall be filed with him or them, respectively. 
No such company shall incur in behalf or on account 
of any one person, partnership, association or corpora
tion a liability  ̂for an amount larger than one-tenth of its 
net assets, unless it shall be secured from loss thereon 
beyond that amount by suitable and sufficient collateral 
agreements of indemnity, bjr deposit Avith it in pledge or 
conveyance to it in trust for its protection of property 
equal in value to the excess of its liability OArer such limit, 
or, if such liability is incurred in behalf or on account of 
a fiduciary holding property in a trust capacity, b}r such 
deposit or other disposition of a suitable and sufficient 
portion of the estate so held that no further sale, mort
gage, pledge or other disposition can be made thereof with
out such company’s approval, except by the decree of a 
court having proper jurisdiction ; and if any foreign in
surance company Ariolates this provision, the insurance 
commissioner may revoke its authority to transact busi
ness in this commonwealth.

Any person, partnership, association or corporation 
‘holding property for the benefit of another, except when
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acting under wills allowed or trusts created before the 
twenty-fourth day of April in the year eighteen hundred 
and ninety-three, may make such covenants with the 
surety or sureties upon his official bond as shall enable 
such fiduciary to secure said surety or sureties from loss 
in any manner provided by this section ; but if such fidu
ciary was appointed by the decree of any court within 
this commonwealth, the approval of such court shall first 
be obtained to such covenant. A copy of such covenant, 
duly acknowledged in the manner required for the ac
knowledgment of deeds of real estate, may be filed and 
recorded as follows: in the office of the clerk or registrar 
of the court in which said fiduciary obtained his appoint
ment ; if not appointed by the decree of court, in the man
ner provided by law for the record of deeds of real estate, 
if said covenant relates to real estate, or mortgages of 
personal property, if said covenant relates to personal 
property. Such record shall be notice to and binding on 
all persons.

S e c t io n - 62. In no case shall the annual license of the 
class designated in the previous section be renewed unless 
the company has on deposit with the treasurer and receiver 
general of this commonwealth, or with the proper officer or 
board of some other state, for the protection of all its policy 
holders in the United States, an amount not less than one 
hundred thousand dollars, which, if so on deposit in this 
commonwealth, shall not be returned to the company 
while it has any liabilities outstanding in this common
wealth, nor until the insurance commissioner has given 
his consent in writing: to such return.

TITLE INSURANCE.

S e c t io n  63. Companies organized under the eleventh 
clause of section thirty-two shall not be subject to the 
provisions of this act except as regards the manner of 
their formation and as follows :

Any such corporation, before it shall issue any policy 
or make any contract of guarantee or insurance, shall tile 
with the insurance commissioner a certified copy of the 
record of its certificate of its organization in the office of 
the secretary of the commonwealth, and shall obtain from 
the insurance commissioner his certificate that it has com
plied with the laws applicable to it and is authorized to do 
business.
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Every such corporation shall, on or before the fifteenth 
day of January of each year, file in the office of the insur
ance commissioner a statement such as he may require of 
its condition and of its affairs for the }?ear ending on the 
preceding thirty-first day of December, signed and sworn 
to by its president or secretary or treasurer and one of its 
directors, and, for neglect to file such annual statements 
or for making a wilfully false statement, shall be liable to 
the same penalties as are imposed upon insurance com
panies. The insurance commissioner shall have the same 
power and authority to visit and examine such corpora
tions as he has in the case of domestic insurance companies, 
and the duties and liabilities of such corporations and their 
agents relative to such examination shall be the same as 
those of domestic insurance companies.

S e c t io n  64. Every such corporation shall set apart an 
amount not less than two fifths of its capital, and not less 
than one hundred thousand dollars in any case, as a 
guaranty fund, and shall invest it subject to the same 
limitations as are imposed upon the investment of the 
capital of domestic insurance companies, and shall issue 
no policy and make no contract of guaranty or insurance 
until such amount is so set apart and invested.

The principal of such guaranty fund shall be a trust for 
the protection of policy holders and shall be applied only 
to the payment of losses and expenses incurred by reason 
of the. guaranty or insurance contracts of the corporation. 
Whenever the corporation shall increase its capital, two 
fifths or a sufficient part of the increase shall be set apart 
and duly invested and added to the guaranty fund so that 
such fund shall always be not less in amount than two 
fifths of the entire capital.

If, by reason of losses or other cause, the guaranty fund 
is less than two fifths of the capital, the company shall make 
no further contract of guaranty or insurance until the fund 
is made good.

S e c t io n  65. A company organized under the authority 
of chapter one hundred and eighty of the acts of the year 
eighteen hundred and eighty-four, section sixty-two of 
chapter two hundred and fourteen of the acts of the year 
eighteen hundred and eighty-seven, section sixty-two of 
chapter five hundred and twenty-two of the acts of the 
year eighteen hundred and ninety-four or the eleventh
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clause of section thirty-two of this act shall be subject to 
the provisions of the two preceding sections.

Such companies may examine titles and furnish informa
tion relative to both personal property and real estate, and 
may insure owners of both real estate and personal prop
erty, and others interested therein, against loss bjr reason 
of encumbrances and defective titles.

LIFE INSURANCE.

Section (56. All corporations, associations, partner
ships or individuals doing business in this commonwealth 
under any charter, compact, agreement or statute of this 
or any other state, involving the payment of money or 
other thing of value to families or representatives of policy 
and certificate holders or members, conditioned upon the 
continuance or cessation of human life, or involving an 
insurance, guaranty, contract or pledge for the payment 
of endowments or annuities, shall be deemed to be life 
insurance companies, and shall not make any such insur
ance, guaranty, contract or pledge in this commonwealth, 
or to or with any citizen or resident thereof, which does 
not distinctly state the amount of benefits payable, the 
manner of payment and the consideration therefor, nor 
anv such insurance, guaranty, contract or pledge, the 
performance of which is contingent upon the payment of 
assessments made upon survivors.

All life insurance business hereafter transacted by cor
porations which formerly issued policies or certificates 
on the assessment plan under chapter four hundred and 
twenty-one of the acts of the year eighteen hundred and 
ninety and acts in amendment thereof, shall be carried 
on in accordance with the provisions of this a c t; but such 
corporations may carry out in good faith their assessment 
contracts made with their members prior to the first day 
of July in the year eighteen hundred and ninety-nine.

Section 67. No life insurance company, after notice 
as provided in sections seven and nine, shall issue new 
policies under its authority to do business in this com
monwealth until its funds have become equal to its lia
bilities and it has complied with the laws as provided 
in said sections, and has obtained from the insurance 
commissioner a certificate to that effect, with license to 
resume business.
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Section 68. A company organized under the laws of 
any other of the United States for the transaction of life 
insurance may be admitted to do business in this com
monwealth, if it has the requisite funds of a life insurance 
company and, in the opinion of the commissioner, is in 
sound financial condition and has policies in force upon 
not less than one thousand lives for an aggregate amount 
of not less than one million dollars. Any such company 
organized under the laws of a state or government other 
than one of the United States, in addition to the above 
requirements, shall have and keep on deposit or in the 
hands of trustees, as provided in sections eighty-five and 
eighty-six, in exclusive trust for the security of its con
tracts with poliqv holders in the United States, funds of 
an amount equal to the net value of all its policies in the 
United States and not less than two hundred thousand 
dollars.

Section 69. No life insurance company doing busi
ness in this commonwealth shall make or permit any dis
tinction or discrimination in favor of individuals between 
insurants of the same class and equal expectation of life 
in the amount or payment of premiums or rates charged 
for policies of life or endowment insurance, or in the 
dividends or other benefits payable thereon, or in any 
other of the terms and conditions of the contracts it 
makes ; nor shall any such company or any agent thereof 
make any contract of insurance, or agreement as to such 
contract, other than as plainly expressed in the policy 
issued thereon ; nor shall anjr such company or agent pay 
or allow, or offer to pay or allow as inducement to insur
ance, any rebate of premium payable on the policy, or 
any special favor or advantage in the dividends or other 
benefit to accrue thereon, or any valuable consideration 
or inducement not specified in the policy contract of in
surance.

Section 70. No life insurance company shall make 
any distinction or discrimination between white persons 
and colored persons wholly or partially of African descent, 
as to the premiums'or rates charged for policies upon the 
lives of such persons ; nor shall any such company de
mand or require greater premiums from such colored 
persons than are at that time required by such company 
from white persons of the same age, sex, general con
dition of health and prospect of longevity, nor shall any
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such company make or require any rebate, diminution or 
discount upon the amount to be paid on such policy in 
case of the death of such colored person insured, nor 
insert in the policy any condition, nor make any stipula
tion whereby such person insured shall bind himself or 
his heirs, executors, administrators and assigns to accept 
any amount less than the full value or amount of such 
policy in case of a claim accruing thereon by reason of 
the death of such person insured, other than such as are 
imposed upon white persons in similar cases ; and any such 
stipulation or condition so made or inserted shall be void.

Any such company which shall refuse the application of 
any such colored person for insurance upon such person’s 
life shall furnish such person, on his request therefor, with 
the certificate of a regular examining physician of such 
company who made the examination, stating that such 
refusal was not because such applicant is a person of color, 
but solely upon such grounds of the general health and 
prospect of longevity of such person as would be appli
cable to white persons of the same age and sex.

S e c t io n  71. No life insurance company organized 
under the laws of or doing business in this commonwealth 
shall enter into any contract of insurance upon lives within 
this commonwealth without having previously made or 
caused to be made a prescribed medical examination of 
the insured by a registered medical practitioner.

Any insurance company violating the provisions of 
this section, or any officer, agent or other person 
soliciting or effecting, or attempting to effect, a contract 
of insurance contrary to the provisions hereof, shall be 
punished by a fine of not more than one hundred dollars 
for each offence.

Section 72. No domestic life insurance company shall 
reinsure its risks except by permission of the insurance 
commissioner; but may reinsure not exceeding one half 
of any individual risk.

S e c t io n  73. If a policy of insurance is effected by 
any person on his own life, or on another life, in favor 
of a person other than himself having an insurable interest 
therein, the lawful beneficiary thereof, other than himself 
or his legal representatives, shall be entitled to its pro
ceeds, against the creditors and representatives of the 
person effecting the same ; and the person to whom a 
policy of life insurance, issued subsequent to the eleventh
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day of April in the year eighteen hundred and ninety-four, 
is made payable may maintain an action thereon in his 
own name : provided, that, subject to the statute of limita
tion, the amount of any premiums for said insurance paid 
in fraud of creditors, with interest thereon, shall inure to 
their benefit from the proceeds of the policy; but the com
pany issuing the policy shall be discharged of all liability  ̂
thereon by payment of its proceeds in accordance with 
its terms, unless, before such payment, the company 
shall have written notice by or in behalf of a creditor, 
with specification of the amount claimed, claiming to 
recover for certain premiums paid in fraud of creditors. 
Every policy of life insurance made payable to or for the 
benefit of a married woman, or after its issue assigned, 
transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her 
benefit, whether procured bjr herself, her husband or by 
any other person, and whether the assignment or transfer 
is made by her husband or by any other person, shall 
inure to her separate use and benefit, and to that of her 
children, subject to the provisions of this section relative 
to premiums paid in fraud of creditors and those of 
section eiglity-two. In any claim arising under a policy 
which has been issued in this commonwealth by any life 
insurance company, without previous medical examina
tion, or without the knowledge and consent of the insured, 
or, if said insured is a minor, without the consent of 
the parent, guardian or other person having legal custody 
of said minor, the statements made in the applica
tion as to the age, physical condition, and family 
history of the insured shall be held to be valid and bind
ing upon the company; but the company shall not be 
debarred from proving as a defence to such claim that 
said statements were wilfully false, fraudulent or mislead
ing. Every policy which contains a reference to the ap
plication of the insured, either as a part of the policy 
or as having any bearing thereon, must have attached 
thereto a correct copy of the application, and unless so 
attached the same shall not be considered a part of the 
policy or received in evidence. Each application for such 
policy shall have printed upon it in large bold-faced type 
the following words: “ Under the laws of Massachusetts, 
each applicant for a policy of insurance to be issued 
hereunder is entitled to be furnished with a copy of
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this application attached to any policy issued thereon.” 
A solicitor, agent, examining physician or other person 
who knowingly or wilfully makes a false or fraudulent 
statement or representation in or relative to any applica
tion for life insurance, or who makes any such state
ment for the purpose of obtaining a fee, commission, 
money or benefit in a corporation transacting such busi
ness under the provisions of this act, shall be pun
ished by a fine of not less than one hundred nor more 
than five hundred dollars or by imprisonment for not 
less than thirty days nor more than one year, or by both 
such fine and imprisonment; and a person who wilfully 
makes a false statement of any material fact or thing in 
a sworn statement as to the death or disability of a 
policy or certificate holder in any such corporation, for 
the purpose of procuring payment of a benefit named in 
the certificate of such holder, shall be guiltv of perjury.

S e c t io n  74. No life insurance company doing business 
in this commonwealth, and no officer, director, solicitor 
or other agent thereof shall make, issue, circulate or 
cause to be made, issued or circulated any estimate, illus
tration, circular or statement of any sort misrepresenting 
the terms of any policy issued by it or the benefits or ad
vantages promised thereby, or the dividends or share of 
the surplus to be received thereon, or shall use any name 
or title of any policy or class of policies misrepresenting 
the true nature thereof. No life insurance company doing 
business in this commonwealth, and no officer, director, 
solicitor or other agent thereof shall make, issue or circu
late or cause or permit to be made, issued or circulated 
any estimate, illustration, circular or statement of any sort 
either in writing or in print representing the terms of any 
policy issued by it or the benefits or advantages promised 
thereby or the dividends or share of surplus to be received 
thereon, or shall use anjr name or title of any policy or 
class of policies that does not bear the signature of the 
president, secretary or treasurer of the company.

No life insurance company transacting business under 
the provisions of this act shall issue a policy to a resident 
of this commonwealth, which does not bear in bold letters 
upon its face a plain description of the policy, so fully 
defining its character, including dividend periods and 
other peculiarities, that the holder thereof shall not be 
liable to mistake the nature or scope of the contract.

Penalties for 
misstatement, 
etc.

Misrepresenta
tions to the 
assured.

Terms of con
tract to be 
described on 
face of policy.
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Standard form 
of policies.

Any company or person violating the provisions of this 
section shall be punished by a tine of not less than one 
hundred dollars nor more than five hundred dollars for 
each offence.

S e c t io n  75. On and after the first day of January, 
nineteen hundred and eight, all policies of insurance 
issued or delivered within this commonwealth by an}7 
domestic life insurance company shall be in the forms 
hereby prescribed, and not otherwise save as hereinafter 
provided. There shall be six forms of policies, to w it: —

(1) An ordinary or limited payment life policy.
(2) An endowment policy.
(3) An ordinary or limited payment life fixed survivor

ship annuity.
(1) An endowment fixed survivorship annuity.
(5) A term policy.
(6.) A term with right to renew and change.
The said standard forms shall be as follows : —

(1 )  O r d in ar y  or L im ited  P aym ent  L if e  P olicy .

Ma ssach usetts  S tandard  L ife  I n su r a n c e  P olicy .
(Insert “Ordinary” or “Limited Payment”) Life.

Age...............
Amount $...............  ................Premium $.................

('Corporate name of company or association.)
(Its principal place or places of business.)

Of Massachusetts.
I n  consideration  o f .........................................................................Dollars,

receipt of which is hereby acknowledged, and of the payment of 
(insert amounts and times of payments of premiums) until (insert
“the death of the insured” in ordinary life, and “ ........... full
years’ premiums shall have been paid or until the prior death of the 
insured” in limited payment life),

P rom ises to pay upon receipt at the Home Office of the Com
pany in.............................................. of due proof of the death of
........................................ of ........................................County
of ................................., State of ................................. , herein
called the Insured, to............................. benefic.iar....................,
with (insert “out” when beneficiary is a married woman, or if  so de
sired) right of revocation,...............................Dollars, less any in
debtedness hereon to the Company and any unpaid portion of the 
premium for the then current policy year.

Change  of B e n e fic ia r y . — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may designate a new 
beneficiary with or without reserving right or revocation by filing 
written notice thereof at the home office of the company accom-
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panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, (insert “his” or “her”) executors, 
administrators or assigns: provided, however, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or by 
any other person, it shall inure to her separate use and benefit, 
and to that of her children, subject to the provisions of the insur
ance law of this commonwealth relative to premiums paid in fraud 
of creditors and to the surrender of policies.

P aym ent  op P rem ium s . — The company will accept payment 
of premiums at other times than as stated above, as follows: —

Except as herein provided the payment of a premium or in
stallment thereof shall not maintain the policy in force beyond 
the date when the next premium or installment thereof is payable.

All premiums are payable in advance at said home office, or to 
an agent of the company upon delivery of a receipt signed by 
one or more of the following officers of the company (insert titles 
of officers who may sign receipts,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate 
of (here insert not more than six) per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement 
hereunder.

Co n d itio n s . — (The policy may here provide for restrictions 
of liability by reason of travel, occupation, change of residence and 
suicide. These restrictions, except such as refer to military and 
naval service in time of war, must be applicable only to cases where 
the act of the insured provided against occurs within two years after 
the issuance of the policy.)

I nco ntesta bility . — This policy constitutes the entire contract 
between the parties and shall be incontestable from its date except 
for non-payment of premiums and except as otherwise provided 
in this policy. All statements made by the insured shall in the 
absence of fraud be deemed representations and not warranties 
and no such statement shall avoid this policy unless it is contained 
in a written application and a copy of such application shall be 
endorsed upon or attached to this policy when issued.

If the age of the insured has been understated, the amount pay
able hereunder shall be such as the premium paid would have pur
chased at the correct age.

P a rtic ipatio n . — This policy shall participate in the surplus of 
the company and beginning not later than the end of the (insert 
first, second or third) policy year the company will annually deter
mine and account for the portion of the divisible surplus accruing 
hereon.
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D iv id e n d s . — Dividends at the option of the owner of this
policy shall on the ...................  day of ...................  of each
year (here may be inserted “after the first policy year,” “after second 
policy year” or “ after third policy year”) be either —

(1) Paid in cash; or
(2) Applied toward the payment of any premium or premiums; 

or
(3) Applied to the purchase of paid-up additions to the policy; or
(4) Left to accumulate to the credit of the policy with interest 

at (here insert such rate, not less than three per centum, as the com
pany shall allow) per centum per annum and payable at the matu
rity of the policy, but withdrawable in cash on demand by the 
owner of the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice re
quiring such election, the company shall hold said dividends under 
the terms of option (4).

L o a n s . — After three full years’ premiums have been paid, the 
company at any time, while this policy is in force, will advance, 
on proper assignment of this policy and on the sole security thereof, 
at a rate of interest not greater than six per centum per annum, 
which interest if not paid annually shall be added to the principal 
and bear the same rate of interest, a sum equal to, or, at the option 
of the owner of the policy, less than, the reserve at the end of the 
current policy year on this policy and on any dividend additions 
thereto, computed according to the (designate mortality table adopted 
by the company for computing reserves) mortality table, and interest 
at the rate of (designate rate of interest adopted by the company for 
computing reserves) per centum per annum, less (here may be in
serted not more than five) per centum of the present value of the 
future net premiums at the date of default, which by its terms 
this policy is exposed to pay in case of its continuance, computed 
upon (designate mortality table used by the company for computing 
reserves) mortality table, and interest at the rate of (designate rate 
of interest adopted by the company for computing reserves) per centum 
per annum.

The company, however, will deduct from such loan value any 
existing indebtedness to the company on the policy and any un
paid balance of the premium for the current policy year, and may 
collect interest in advance on the loan to the end of the current 
policy year. Such loan may be deferred by the company for not 
exceeding sixty days after the application therefor is made. Fail
ure to repay any such advance or to pay interest shall not avoid 
this policy unless the total indebtedness hereon to the company 
shall equal or exceed such loan value at the time of such failure 
and until one month after notice shall have been mailed by the 
company to the last known address of the insured and of the as
signee, if any. No condition other than as herein provided shall 
be exacted as a prerequisite to any such advance.

A ssig n m en t . — No assignment of this policy shall be binding 
upon the company until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.
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Optio n s  on  Su r r e n d e r  or La p s e . —  After three full annual 
premiums have been paid hereon, the owner, within one month 
after any default, may elect (a) to accept the value of this policy 
in cash, or (b) to have the insurance continued in force from date 
of default, without future participation and without the right to 
loans, for its face amount, including any outstanding dividend 
additions, less any indebtedness to the company hereon, or (c) to 
purchase non-participating paid-up insurance, payable at the same 
time and on the same conditions as this policy. The cash value 
will be the reserve at the date of default on this policy and on any 
dividend additions thereto, computed according to the (designate 
mortality table adopted by the company for computing reserves) mor
tality table and interest at the rate of (designate rate of interest 
adopted by the company for computing reserves) per centum per 
annum, less (here may be inserted not more than five) per centum 
of the present value of the future net premiums at the date of de
fault, which by its terms this policy is exposed to pay in case of 
its continuance, computed upon (designate mortality table used by 
the company for computing reserves) mortality table, and interest 
at the rate of (designate rate of interest adopted by company for 
computing reserves) per centum per annum, and less any existing 
indebtedness to the company on this policy. Payment of such 
cash value may be deferred by the company for not exceeding 
sixty days after the application therefor is made. The term for 
which the insurance will be continued or the amount of the paid- 
up policy will be such as the cash value will purchase as a net single 
premium at the attained age of the insured according to the (desig
nate the mortality table adopted by the company for computing reserves,) 
mortality table and interest at the rate of (designate rate of interest 
adopted by the company for computing reserves,) per centum per 
annum. If the owner shall not, within one month from default, 
surrender this policy to the company at its home office for cash 
or extended insurance as provided in options (a) and (b) the insur
ance will be continued as provided in option (c).

The figures in the following table are computed in accordance 
with the above provisions and upon the assumption that there is 
no indebtedness on the policy, and that there are no outstanding 
dividend additions.

[The company shall here insert the following: “ The figures apply
to a policy for $1,000. As this contract is for $...........the loan,
cash, or paid-up insurance available in any year will b e ............
the amount stated in the table for that year.’’)
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A t
E n d  o f 
Y e a r .

C a s h  o r  L o a n  
V a lu e .

P a id - u p  L i f e  
I n s u r a n c e .

E x t e n d e d  I n s u r a n c e .

Y e a r s . M o n th s . D a y s .

1....... $ .................. $

9 $ .................. $

3 , . . . . $ .................. s .........

4 , . . . . $ ......... 55

$ ........... 55

$ .................. 55

s .................. 55  . . . . . . . . . . . . . . . . . . . .

8,. . 5 5 . 55

9 ....... S 55

10....... $ .................. 8

11....... $ .................. .55 .

1 2 , . . . . 5 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . $ ..................

13, . 8 8

14, $ 8

15, 55 s
16,. 55 8

17, 8 8 .

18, 8 8

19, s 8

20, 8 8

Figures for later years will be furnished upon request.
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Reinstatement. — In case of extended temporary insurance 
under the above provisions this policy upon evidence of insurability 
satisfactory to the company may be reinstated within the first 
three years of the term for which the insurance is continued by 
payment of arrears of premiums with interest at (here in se r t n o t 
m ore th a n  s ix ) per centum per annum.

Options at Maturity. — The insured, by written notice to the 
company at its home office, and with the written consent of the 
assignee and irrevocable beneficiary, if any, may elect to have 
the net sum payable under this policy paid either in cash or as 
follows: —

(1) By the payment of interest thereon at ................... per
centum per annum payable annually, to the payee under this 
policy at the end of each year during the life of the payee and 
by the payment upon the death of the payee of the said net sum 
and accrued interest to the executors, administrators, or assigns 
of the payee, unless otherwise directed in said notice.

(2) By the payment of equal annual installments for a specified 
number of years, the first installment being payable immediately, 
in accordance with the following table for each $1,000 of said net 
sum.

(3) By the payment of equal annual installments payable at 
the beginning of each year for a fixed period of twenty years and 
for so many years longer as the payee shall survive in accordance 
with the following table for each $1,000 of said net sum.

Installments payable under options (2) or (3) which shall not 
have been paid prior to the death of the payee shall be paid, unless 
otherwise directed in said notice, to the executors, administrators 
or assigns of the payee.

If the insured shall not have directed otherwise the beneficiary 
may, after the death of the insured, by like written notice, and 
with the written consent of the assignee, if any, select either of 
the above options.

Unless otherwise specified by the insured the payee may on any 
interest date receive the amount yet due under option (1), and 
may at any time receive the commuted value of payments yet to 
be made, computed upon the same basis as option (2) in the follow
ing table, provided that no such commutation will be made under 
(3), except after the death of the payee occurring'within the afore
said twenty years.
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T a b le  o f In s ta l lm e n ts  fo r  E a c h  $1 ,000 .

Optio n  (2) Optio n  (3)

N um ber of Annual 
Installm ents.

Amount of 
Each Installm ent.

Age of Payee when 
Policy becomes 

payable.

Amount of 
Each Installm ent.

$ ..................................... s .....................................

$ ..................................... s .....................................

$ ..................................... .....................................  s .....................................

$ ..................................... s .....................................

$ ..................................... $ .....................................

$ ..................................... s .....................................

s ..................................... $ .....................................

$ ..................................... s .....................................

s ..................................... $ .....................................

$ ..................................... s .....................................

$ ..................................... $ .....................................

$ ..................................... $ .....................................

$ ..................................... $ .....................................

1 $ .....................................

$ ..................................... $ .....................................

s ..................................... $ .....................................

$ ..................................... $ ....................................

$  .............. $ .....................................

$ ...................................................

$ $ ....................................

Agents are not authorized to modify this policy or to extend 
the time for paying a premium.

I n  witness whereof, The Company has caused this Policy to  
be executed th is.................................day of..............................
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(2 )  E n do w m en t  P olicy .

Massachusetts Standard Life Insurance Policy.
Endowment.

Age...............
Amount $...............  ............... Premium $................

('C orporate  n a m e  o f c o m p a n y  or a sso c ia tio n .)
( I t s  p r in c ip a l  p lace  or p laces o f b iis in ess .)

Of Massachusetts.
In consideration of....................................................Dollars,

receipt of which is hereby acknowledged, and of the payment of 
* (here in se r t a m o u n ts  a n d  t im e s  o f p a y m e n ts  o f p r e m iu m s ) until

............... full years’ premiums shall have been paid or until the
prior death of the Insured,

Promises to pay at the Home Office of the Company in........
.............................................. to ...........................................  of
....................................County of...............................................
State of......................................... , herein called the Insured, on
the.................................. day of........................................ . if the
Insured be then living, or upon receipt at said Home Office of
due proof of the prior death of the Insured, to.........................
beneficiar............ , with (in ser t “ ou t ” w h e n  b enefic ia ry  is  a  m a rried
w o m a n , or i f  so desired) right of revocation,..................................
Dollars, less any indebtedness hereon to the Company and any 
unpaid portion of the premium for the then current policy year.

Change of Beneficiary. — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may designate a new 
beneficiary with or without reserving right of revocation by filing 
written notice thereof at the home office of the company, accom
panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, (in ser t “ h i s ” or “ h e r ”) executors, 
administrators or assigns: p ro v id ed , hotvever, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or by 
any other person, it shall inure to her separate use and benefit, 
and to that of her children, subject to the provisions of the insur
ance law of this commonwealth relative to premiums paid in fraud 
of creditors and to the surrender of policies.

Payment of Premiums. — The company will accept payment 
of premiums at other times than as stated above, as follows: —

Except as herein provided the payment of a premium or in
stallment thereof shall not maintain the policy in force beyond the 
date when the next premium or installment thereof is payable.

All premiums are payable in advance at said home office, or to 
an agent of the company upon delivery of a receipt signed by one
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or more of the following officers of the company (in s e r t  title s  o f 
officers w h o  m a y  s ig n  rece ip ts ,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate 
of (here in se r t  n o t m ore  th a n  s i x ) per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement here
under.

Conditions. — {T h e  p o lic y  m a y  here p ro v id e  fo r  re s tr ic tio n s  o f 
l ia b i l i ty  b y  rea so n  o f travel, o c cu p a tio n , change  o f  residence  a n d  
su ic id e . T h ese  re s tr ic tio n s , excep t su c h  a s  re fer  to m i l i ta r y  a n d  n a v a l  
serv ice  i n  tim e  o f  w a r, m u s t  be a p p lic a b le  o n ly  to cases w here the  act 
o f the  in s u r e d  p ro v id e d  a g a in s t occurs w i th in  tw o  y ea rs  a fte r  the i s s u 
a nce  o f the  p o lic y .)

Incontestability. — This policy constitutes the entire con
tract between the parties and shall be incontestable, from its date, 
except for non-payment of premiums and except as otherwise 
provided in this policy. All statements made by the insured shall 
in the absence of fraud be deemed representations and not war
ranties and no such statement shall avoid this policy unless it is 
contained in a written application and a copy of such application 
shall be endorsed upon or attached to this policy when issued.

If the age of the insured has been understated, the amount 
payable hereunder shall be such as the premium paid would have 
purchased at the correct age.

Participation. — This policy shall participate in the surplus 
of the company and beginning not later than the end of the (in se r t  
fir s t, second  or th ir d ) policy year the company will annually de
termine and account for the portion of the divisible surplus accruing 
hereon.

Dividends. — Dividends at the option of the owner of this
policy shall on the...................... day of...........................of each
year {here m a y  be in se r te d  “ a fte r  the  fir s t  p o lic y  y e a r ,” “ a fte r  second  
p o lic y  y e a r ” or “ a fte r  th ir d  p o lic y  y e a r ”) be either —

(1) Paid in cash; or
(2) Applied toward the payment of any premium or premiums; 

or
(3) Applied to the purchase of paid-up additions to the policy; 

or
(4) Left to accumulate to the credit of the policy with interest 

at {here in se r t  su c h  ra te , n o t less th a n  three p e r  c en tu m , a s the  com 
p a n y  sh a ll a llow ) per centum per annum and payable at the matu
rity of the policy, but withdrawable in cash on demand by the 
owner of the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice re
quiring such election, the company shall hold said dividends under 
the terms of option (4).

Loans. — After three full years’ premiums have been paid the 
company at any time while this policy is in force will advance, on 
proper assignment of the policy and on the sole security thereof, 
at a rate of interest not greater than six per centum per annum,
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which interest if not paid annually shall be added to the principal 
and bear the same rate of interest, a sum equal to, or, at the option 
of the owner of the policy, less than, the reserve at the end of the 
current policy year on this policy and on any dividend additions 
thereto, computed according to the (designate mortality table adopted 
by the company for computing reserves) mortality table, and interest 
at the rate of (designate rate of interest adopted by the company for 
computing reserves), per centum per annum, less (here may be in
serted not more than five) per centum of the present value of the 
future net premiums at the date of default, which by its terms 
this policy is exposed to pay in case of its continuance, computed 
upon (designate mortality table used by the company for computing 
reserves) mortality table, and interest at the rate of (designate rate 
of interest adopted by the company for computing reserves) per centum 
per annum.

The company, however, will deduct from such loan value any 
existing indebtedness to the company on this policy and any un
paid balance of the premium for the current policy year, and may 
collect interest in advance on the loan to the end of the current 
policy year. Such loan may be deferred by the company for not 
exceeding sixty days after the application therefor is made. Fail
ure to repay any such advance or to pay interest shall not avoid 
this policy unless the total indebtedness hereon to the company 
shall equal or exceed such loan value at the time of such failure 
and until one month after notice shall have been mailed by the 
company to the last known address of the insured and of the as
signee, if any. No condition other than as herein provided shall 
be exacted as a prerequisite to any such advance.

Assignment. — No assignment of this policy shall be binding 
upon the company until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.

Options on Surrender or Lapse. — After three full annual 
premiums have been paid hereon, the owner, within one month 
after any default, may elect (a) to accept the value of this policy 
in cash, or (b) to have the insurance continued in force from date 
of default, without future participation and without the right to 
loans, for its face amount, including any outstanding dividend 
additions, less any indebtedness to the company hereon, or (c) to 
purchase non-participating paid-up insurance, payable at the same 
time and on the same conditions as this policy. The cash value 
will be the reserve at the date of default on this policy and on any 
dividend additions thereto, computed according to the (designate 
mortality table adopted by the company for computing reserves) mor
tality table and interest at the rate of (designate rate of interest 
adopted by the company for computing reserves) per centum per 
annum less (here may be inserted not more than five) per centum of 
the present value of the future net premiums at the date of de
fault, which by its terms this policy is exposed to pay in case of its 
continuance, computed upon (designate mortality table used by the 
company for computing reserves) mortality table, and interest at 
the rate of (designate rate of interest adopted by company for comput
ing reserves) per centum per annum, and less any existing indebted-



130

ness to the company on this policy. Payment of such cash value 
may be deferred by the company for not exceeding sixty days 
after the application therefor is made. The term for which the 
insurance will be continued or the amount of the paid-up policy 
■wall be such as the cash value will purchase as a net single premium 
at the attained age of the insured according to the (d e sig n a te  the  
m o r ta lity  table a d o p ted  by  the  c o m p a n y  fo r  c o m p u tin g  reserves) mor
tality table and interest at the rate of (d es ig n a te  ra te  o f in te re s t  
a d o p ted  by  the  c o m p a n y  fo r  c o m p u tin g  reserves) per centum per 
annum. If the sum applicable to the purchase of temporary insur
ance shall be more than sufficient to continue the insurance to the 
end of the endowment term named in this policy, the excess shall 
be used to purchase in the same manner non-participating paid-up 
pure endowment, payable at the end of the endowment term and 
on the same conditions. If the owner shall not, within one month 
from default, surrender this policy to the company at its home 
office for cash or for extended insurance as provided in options (a) 
and (b) the insurance will be continued as provided in option (c).

The figures in the following table are computed in accordance 
with the above provisions and upon the assumption that there is 
no indebtedness on the policy, and that there are no outstanding 
dividend additions.

(T h e  c o m p a n y  sh a ll here in s e r t  the  fo l lo w in g :  “ T h e  fig u res a p p ly
to a  p o lic y  fo r  $ 1 ,0 0 0 . As th is  con tract i s  fo r  $ ...................  the
lo a n , cash , p a id -u p  in su ra n c e  or p u r e  e n d o w m e n t a va ila b le  i n  a n y
y ea r  w i l l  be ...................  the a m o u n t s ta ted  i n  the table  fo r  th a t
y e a r .”)
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At
End of 
Year.

Casli or 
Loan Value.

Paid-up
Endowment
Insurance.

E x tended  I nsurance .
Pure

Endowment.
Years. Months. Days.

i $ $ ................. $ ....................

9 s s $ ....................

3 8 ft « ....................

4 s ft 8 ....................

5 s 8 3 ....................

6 $ $ 8 ....................

$ ft 3 ....................

8 s 3 3 ....................

9 ft s $ ....................

1 0 1 s $ ....................

1 1 $ 3 ....................

1 2 s S 3 ....................

1 3 s s 3 ....................

1 4 ft s . . ................. 3 ....................

s s  ............. 8 ....................

1 6 s 3 8 ....................

1 7 . s ................. $ ................. 3 ....................

1 8 3 .................

$

8 8  _____

1 9 8 3

2 0 , . . 8 ................. S ................. 3 ....................

Figures for later years will be furnished upon request.
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Reinstatement. — In case of extended temporary insurance 
under the above provision this policy upon evidence of insurability 
satisfactory to the company may be reinstated within the first 
three years of the term for which the insurance is continued by 
payment of arrears of premiums with interest at (here in se r t  n o t 
m ore  th a n  s ix ) per centum per annum.

Options at Maturity. — The insured, by written notice to the 
company at its home office, and with the written consent of the as
signee and irrevocable beneficiary, if any, may elect to have the net 
sum payable under this policy paid either in cash or as follows: —

(1) By the payment of interest thereon at..........................per
centum per annum payable annually, to the payee under this policy 
at the end of each year during the life of the payee and by the 
payment upon the death of the payee of the said net sum and 
accrued interest to the executors, administrators or assigns of the 
payee, unless otherwise directed in said notice.

(2) By the payment of equal annual installments for a specified 
number of years, the first installment being payable immediately, 
in accordance with the following table for each $1,000 of said net 
sum.

(3) By the payment of equal annual installments payable at 
the beginning of each year for a fixed period of twenty years and 
for so many years longer as the payee shall survive in accordance 
with the following table for each $1,000 of said net sum.

Installments payable under options (2) or (3) which shall not 
have been paid prior to the death of the payee shall be paid, unless 
otherwise directed in said notice, to the executors, administrators 
or assigns of the payee.

If the insured shall not have directed otherwise the beneficiary 
may, after the death of the insured, by like written notice, and with 
the written consent of the assignee, if any, select either of the 
above options.

Unless otherwise specified by the insured the payee may on any 
interest date receive the amount yet due under option (1), and 
may at any time receive the commuted value of payments yet to 
be made, computed upon the same basis as option (2) in the follow
ing table, provided that no such commutation will be made under 
(3), except after the death of the payee occurring within the afore
said twenty years.
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Table of Installments for Each $1,000.

Optio n  (2) Option  (3)

Number of Annual 
Installm ents.

A m ount of 
Each Installm ent.

Age of Payee when 
Policy becomes 

payable.

Amount of 
Each Installm ent.

$ ....................................

$  _____

$ .....................................

$ ....................................

$  ....................... $ ....................................

$ .................................... $ ....................................

$ ................................. $ ....................................

$  ........................... s ....................................

$  ............. . ? ....................................

$ $ ....................................

$ ................................. 8 .....................................

$  _____ $ ....................................

$ ..................................... $ .....................................

$ ..................................... $ ....................................

$ ..................................... $ .....................................

$  ........................... | .....................................

$ .................................... 8 .....................................

s .................................... $ .....................................

s .................................... $ .....................................

$ ..................................... $ .....................................

$ ..................................... $ .....................................

$ ..................................... $ .....................................

Agents aee not authorized to modify this policy or to extend 
the time for paying a premium.

In witness whereof, The Company has caused this Policy to 
be executed this.................................day of................................
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(3 )  O r d in a r y  or L im ited  P aym ent  L if e  F ix e d  S u r v iv o r 
s h ip  A n n u it y .

Massachusetts Standard Life Insurance Policy.
(.Insert “Ordinary” or “Limited Payment”) Life Fixed Survivor

ship Annuity.
Age...............

Amount S...............  ................Premium $................
(Corporate name of company or association.)

(Its principal place or places of business.)
Of Massachusetts.

I n  consideration of.................................................... D ollars,
receipt of which is hereby acknowledged, and of the payment of 
(here insert amounts and times of payments of premiums) until
(■insert “the death of the insured” in ordinary life, and “ .................
full years’ premiums shall have been paid or until the prior death 
of the insured” in limited payment life),

Promises to pay at its home office in............................... ........
......................................... Dollars in Twenty equal annual In
stallments of $............................to..............................................
(herein called the Beneficiary), (insert “his” or “her”) executor, 
administrators or assigns, with (insert “out” when beneficiary is a 
married woman, or if so desired) right of revocation, if (insert “he” 
or “she”) survives the Insured, otherwise to the executors, ad
ministrators or assigns of the Insured, the first Installment being 
payable immediately upon receipt of due proof of the death of the 
Insured, any indebtedness to the Company on this Policy together 
with the balance, if any, of the then current year’s Premium being 
deducted from the amounts first payable under this contract.

Should the Beneficiary live to receive the Twenty Installments 
payable to (insert “him ” or “her”) as above provided, the Com
pany will pay (insert “him ” or “her”) annually during the re
mainder of (insert “his” or “her”) life the sum of $......................
beginning one year after the date when the Twentieth Installment 
payable hereunder shall fall due.

Change of Beneficiary. — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may designate a new 
beneficiary with or without reserving right of revocation by filing 
written notice thereof at the home office of the company, accom
panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, (insert “his” or “her”) executors, 
administrators or assigns: provided, however, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or 
by any other person, it shall inure to her separate use and benefit,
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and to that of her children, subject to the provisions of the insur
ance law of this commonwealth relative to premiums paid in fraud 
of creditors and to the surrender of policies. If a new beneficiary 
shall be designated only twenty annual installments will be payable 
under this policy, and future (if necessary, insert “semi” or
“quarter”) annual premiums will be reduced to.........................
............................. dollars each.

Payment of Premiums. — The company will accept payment 
of premiums at other times than as stated above, as follows: —

Upon return of this policy to the company accompanied by 
evidence satisfactory to the company of the death of the bene
ficiary the company will reduce the future (here insert “annual,” 
“semi-annual” or “quarterly”) premiums to ,$................... each.

Except as herein provided the payment of a premium or in
stallment thereof shall not maintain the policy in force beyond 
the date when the next premium or installment thereof is payable.

All premiums are payable in advance at said home office, or 
to an agent of the company upon delivery of a receipt signed by 
one or more of the following officers of the company (insert titles, 
of officers who may sign receipts,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate 
of (here insert not more than six) per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement 
hereunder.

Conditions. —  (The policy may here provide for restrictions of 
liability by reason of travel, occupation, change of residence and 
suicide. These restrictions except such as refer to military and naval 
service in time of war, must be applicable only to cases where the act 
of the insured provided against occurs within two years after the 
issuance of the policy.)

Incontestability. — This policy constitutes the entire con
tract between the parties and shall be incontestable, from its 
date, except for non-payment of premiums and except as other
wise provided in this policy. All statements made by the insured 
shall in the absence of fraud be deemed representations and not 
warranties and no such statement shall avoid this policy unless 
it is contained in a written application and a copy-of such appli
cation shall be endorsed upon or attached to this policy when 
issued.

If the age of the insured has been understated, or if the age of 
the beneficiary has been overstated, the amount payable hereunder 
shall be such as the premium paid would have purchased at the 
correct age.

Participation. — This policy shall participate in the surplus of 
the company and beginning not later than the end of the (insert 
first, second or third) policy year the company will annually deter
mine and account for the portion of the divisible surplus accruing 
hereon.
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Dividends. — Dividends at the option of the owner of this
policy shall on th e ...................... day o f ....................... of each
year (here may be inserted “after the first policy year,” “after second 
policy year” or “after third policy year”) be either —

(1) Paid in cash; or
(2) Applied toward the payment of any premium or premiums; 

or
(3) Applied to the purchase of paid-up additions to the policy, 

payable in twenty annual installments at the same times as the 
original amount insured under this policy is payable. The pay
ment of such twenty installments shall discharge the company 
from all liability on account of such dividend additions; or

(4) Left to accumulate to the credit of the policy with interest 
at (here insert such rate, not less than three per centum, as the com
pany shall allow) per centum per annum and payable at the matu
rity of the policy, but withdrawable in cash on demand by the 
owner of the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice re
quiring such election, the company shall hold said dividends under 
the terms of option (4).

Loans. — After three full years’ premiums have been paid, the 
company at an)r time, while this policy is in force, will advance, 
on the proper assignment of this policy and on the sole security 
thereof, at a rate of interest not greater than six per centum per 
annum, which interest if not paid annually shall be added to the 
principal and bear the same rate of interest, a sum equal to, or, at 
the option of the owner of the policy, less than, the reserve at the 
end of the current policy year required to provide for the twenty 
installments payable under this policy and for any dividend addi
tions, thereto and no more, computed according to the (designate 
mortality table adopted by the company for computing reserves) mor
tality table and interest at the rate of (designate rate of interest 
adopted by the company for computing reserves) per centum per 
annum, less (he>'e may be inserted not more than five) per centum of 
the present value of the future net premiums at the date of default, 
which by its terms this policy is exposed to pay in case of its con
tinuance, computed upon (designate mortality table used by the 
companxj for computing reserves) mortality table, and interest at 
the rate of (designate rate of interest adopted by company for com
puting reserves) per centum per annum.

The company, however, will deduct from such loan value any 
existing indebtedness to the company on the policy and any un
paid balance of the premium for the current policy year, and may 
collect interest in advance on the loan to the end of the current 
policy year. Such loan may be deferred by the company for not 
exceeding sixty days after the application therefor is made. Fail
ure to repay any such advance or to pay interest shall not avoid 
this policy unless the total indebtednessUiereon to the company 
shall equal or exceed such loan value at the time of such failure, 
and until one month after notice shall have been mailed by the 
company to the last known address of the insured and of the 
assignee, if any. No condition other than as herein provided shall 
be exacted as a prerequisite to any such advance.



137

Assignment. — No assignment of this policy shall be binding 
upon the company until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.

Options on Surrender or Lapse. — After three full annual 
premiums have been paid hereon, the owner, within one month 
after any default, may elect (a) to accept the value of this policy 
in cash, or (b) to have the insurance continued in force from date 
of default, without future participation and without the right to 
loans, for its face amount, including any outstanding dividend 
additions, less any indebtedness to the company hereon, or (c) to 
purchase non-participating paid-up insurance, payable, except as 
hereinafter provided, at the same times and on the same conditions 
as this policy. The cash value will be the reserve at the date of 
default required to provide for the twenty installments payable 
under this policy and for any dividend additions thereto, com
puted according to the (designate mortality table adopted, by the com
pany for computing reserves) mortality table and interest at the 
rate of (designate rate of interest adopted by the company for comput
ing reserves) per centum per annum, less (here may be inserted not 
more than five) per centum of the present value of the future net 
premiums at the date of default, which by its terms this policy is 
exposed to pay in case of its continuance, computed upon {desig
nate mortality table used by the company for computing reserves) 
mortality table, and interest at the rate of {designate rate of interest 
adopted by company for computing reserves) per centum per annum, 
and less any existing indebtedness to the company on this policy. 
Payment of such cash value may be deferred by the company for 
not exceeding sixty days after the application therefor is made. 
The term for which the insurance will be continued or the amount 
of the paid-up policy will be such as the cash value will purchase 
as a net single premium at the attained age of the insured according 
to the {designate the mortality table adopted by the company for com
puting reserves) mortality table and interest at the rate of {desig
nate rate of interest adopted by the company for computing reserves) 
per centum per annum. If the owner shall not, within one month 
from default, surrender this policy to the company at its home 
office for cash or extended insurance as provided in options (a) 
and (b) the insurance will be continued as provided in option (c). 
The paid-up or continued temporary insurance will be payable in 
twenty equal installments and the payment of twenty installments 
under either option shall discharge the company from all liability 
under this policy.

The figures in the following table are computed in accordance 
with the above provisions and upon the assumption that there is 
no indebtedness on the policy, and that there are no outstanding 
dividend additions.

{The company shall here insert the following: “ The figures apply
to a policy for §1,000. A s this contract is for I ...........................the loan,
cash, Or paid-up insurance available in any year will be...........................
the amount stated in the table for that year.”)
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At
End of 
Year.

Cash or 
Loan Value.

Paid-up 
Life Insurance.

E xtended  I nsurance.

Years. Months. Days.

1 ........... $ ........................... $ ...........................

9! $ ........................... $ ...........................

3 , . . . . 8 ........................... $ ...........................

4 , $ . $
•

$ ........................... $ ...........................

6 , . . $ ........................... $ ...........................

$ ........................... s ...........................

S , . . . . $ ........................... $ ...........................

9 , 8 ........................... $ ...........................

1 0 , 8 ........................... s ...........................

1 1 , ' . . . . $ ........................... $ ...........................

1 2 , . . . . $ ........................... $ ...........................

1 3 , . . . . $ ........................... $ ...........................

1 4 , .  . . . $ ........................... $ ...........................

s ........................... s ...........................

1 6 , . . $ ........................... 8 ...........................

1 7 , . . $ ........................... 8 ...........................

1 8 ,  . $ ........................... $ ...........................

1 9 ,  . 1 ...........................

2 0 , $ ...........................

Figures for later years will be furnished upon request.
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Reinstatement. —  I n  case o f e x te n d e d  te m p o ra ry  in su rance  
u n d e r  th e  a b o v e  p ro v isio n s th is  p o licy  u p o n  ev idence of in su ra 
b il ity  s a t is fa c to ry  to  th e  co m p an y  m a y  b e  re in s ta te d  w ith in  th e  
firs t th re e  y e a rs  of th e  te rm  fo r w h ich  th e  in su ran ce  is con tin u ed  
b y  p a y m e n t of a rre a rs  of p re m iu m  w ith  in te re s t a t  (here insert 
not greater than six) p e r  c e n tu m  p e r  a n n u m .

Agents are not authorized to modify this policy or to extend 
the time for paying a premium.

I n  witness whereof, T h e  C o m p an y  h a s  caused  th is  P o licy  to  
b e  ex ecu ted  t h i s ......................................... d a y  o f .................................................

(4 )  E ndowment  F ixed  S urvivo rsh ip  A nnuity .

Massach usetts  Standard  L if e  I n su rance  P olicy.
Endowment Fixed Survivorship Annuity.

Age...................
Amount $ ................... ...................Premium $....................

('Corporate name of company or association.)
(Its principal place or places of business.)

Of Massachusetts.
In  consideration  o f ..................................................Dollars,

receipt of which is hereby acknowledged, and of the payment of 
(here insert amounts and times of payments of premiums) until
............... full years’ premiums shall have been paid or until the
prior death of the Insured,

P romises to pay at its home office in.......................................
............................. Dollars in Twenty equal annual Installments
of $........................................to the Insured, the first Installment
to be payable on the............................. day of............................
Nineteen Hundred and........................  If the Insured shall die
before receiving all the Twenty Installments herein provided for, 
the remainder of such Twenty Installments shall be payable as
they fall due to................................................................. (herein
called the Beneficiary), (insert “his” or “her") executors, admin
istrators or assigns, with. . . . (insert “out” when beneficiary i s  a 
married woman, or if so desired) right of revocation, if (insert “he” 
or “she”) survives the Insured, otherwise to the executors, admin
istrators or assigns of the Insured.

Should the Insured die before (insert date of maturity), this 
Policy shall be payable to the Beneficiary, (insert “his" or “her") 
executors, administrators or assigns, if (insert “he” or “she”) 
survives the Insured, otherwise to the executors, administrators or 
assigns of the Insured (the first Installment being payable imme
diately upon receipt of due proof of the death of the Insured). 
Any indebtedness to the Company on this Policy together with 
the balance, if any, of the then current year’s premium, will be 
deducted from the amounts first payable under this contract.

Should the Insured or Beneficiary live to receive the Twenty 
Installments payable as above provided, the Company, beginning 
one year after the date when the Twentieth Installment payable
hereunder shall fall due, will pay the sum of $.............................
annually to the Insured, or, in the event of the death of the In-



140

sured, to the Beneficiary, the said annual payment to be due and 
payable so long as either the Insured or Beneficiary is living.

Change op Beneficiary. — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may' designate a new 
beneficiary with or without reserving right of revocation by filing 
written notice thereof at the home office of the company, accom
panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, (insert “his” or “her”) executors, 
administrator's or assigns: provided, however, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or by 
any other person, it shall inure to her separate use and benefit, 
and to that of her children, subject to the provisions of the insur
ance law of this commonwealth relative to premiums paid in fraud 
of creditors and to the surrender of policies. If a new beneficiary 
shall be designated only twenty annual installments will be payable 
under this policy, and future (if necessary, insert “semi” or " quar
ter ” ) annual premiums will be reduced to....................................
...................dollars each.

Payment of Premiums. — The company will accept payment of 
premiums at other times than as stated above, as follows: •—

Upon return of this policy to the company accompanied by 
evidence satisfactory to the company of the death of the beneficiary 
the company will reduce the future (here insert “annual,” “semi
annual” or “quarterly”) premiums to $..........................each.

Except as herein provided the payment of a premium or install
ment thereof shall not maintain the policy in force beyond the 
date when the next premium or installment thereof is payable.

All premiums are îayable in advance at said home office, or to 
an agent of the company upon delivery of a receipt signed by one 
or more of the following officers of the company (insert titles of 
officers who may sign receipts,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate of 
(here insert not more than six) per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement 
hereunder.

Conditions.’ —  (The policy may here provide for restrictions of 
liability by reason of travel, occupation, change of residence and 
suicide. These restrictions except such as refer to military and naval 
service in time of ivar, must be applicable only to cases where the act 
of the insured provided against occurs within two years after the is
suance of the policy.)
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Incontestability. — This policy constitutes the entire con
tract between the parties and shall be incontestable, from its date, 
except for non-payment of premiums and except as otherwise 
provided in this policy. All statements made by the insured shall 
in the absence of fraud be deemed representations and not warran
ties and no such statement shall avoid this policy unless it is con
tained in a written application and a copy of such application 
shall be endorsed upon or attached to this policy when issued.

If the age of the insured has been understated, or if the age of 
the beneficiary has been overstated, the amount payable hereunder 
shall be such as the premium paid would have purchased at the 
correct age.

Participation. — This policy shall participate in the surplus of 
the company and beginning not later than the end of the (insert 
first, second or third) policy year the company will annually deter
mine and account for the portion of the divisible surplus accruing 
hereon.

Dividends. —  D iv id en d s a t  th e  o p tio n  of th e  ow ner of th is
policy shall on the...................... day of.......................... of each
year (here may he inserted “after the first policy year,” “after second 
policy year” or “after third policy year”) be either —

(1) Paid in cash; or
(2) A p p lied  to w a rd  th e  p a y m e n t of a n y  p re m iu m  or p rem iu m s; 

o i 

ls )  A p p lied  to  th e  p u rc h a se  of p a id -u p  a d d itio n s  to  th e  po licy ,
payable in twenty annual installments at the same times as the 
original amount insured under this policy is payable. The pay
ment of such twenty installments shall discharge the company 
from all liability on account of such dividend additions; or

(4) Left to accumulate to the credit of the policy with interest 
at {here insert such rate, not less than three per centum, as the company 
shall allow) per centum per annum and payable at the maturity of 
the policy, but withdrawable in cash on demand by the owner of 
the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice re
quiring such election, the company shall hold said dividends under 
the terms of option (4).

Loans. — After three full years’ premiums have been paid the 
company at any time, while this policy is in force, will advance, 
on proper assignment of this policy and on the sole security thereof, 
at a rate of interest not greater than six per centum per annum, 
which interest if not paid annually shall be added to the principal 
and bear the same rate of interest, a sum equal to, or, at the option 
of the owner of the policy, less than, the reserve at the end of the 
current policy year required to provide for the twenty installments 
payable under this policy and for any dividend additions thereto 
and no more, computed according to the (designate mortality table 
adopted by the company for computing reserves) mortality table, and 
interest at the rate of (designate rate of interest adopted by the com
pany for computing reserves) per centum per annum, less (here may 
be inserted not more than five) per centum of the present value of 
the future net premiums at the date of default, which by its terms 
this policy is exposed to pay in case of its continuance, computed
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upon (designate mortality table used by the company for computing 
reserves) mortality table, and interest at the rate of (designate 
rate of interest adopted by company for computing reserves) per centum 
per annum.

The company, however, will deduct from such loan value any 
existing indebtedness to the company on the policy and any unpaid 
balance of the premium for the current policy year, and may 
collect interest in advance on the loan to the end of the current 
policy year. Such loan may be deferred by the company for not 
exceeding sixty days after the application therefor is made. Fail
ure to repay any such advance or to pay interest shall not avoid 
this policy unless the total indebtedness hereon to the company 
shall equal or exceed such loan value at the time of such failure, 
and until one month after notice shall have been mailed by the 
company to the last known address of the insured and of the 
assignee, if any. No condition other than as herein provided shall 
be exacted as a prerequisite to any such advance.

Assignment. — No assignment of this policy shall be binding 
upon the company until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.

Options on Surrender or Lapse. —After three full annual 
premiums have been paid hereon, the owner, within one month 
after any default, may elect (a) to accept the value of this policy in 
cash, or (b) to have the insurance continued in force from date 
of default, without future participation and without the right to 
loans, for its face amount, including any outstanding dividend 
additions, less any indebtedness to the company hereon, or (c) to 
purchase non-participating paid-up insurance, payable, except as 
hereinafter provided, at the same times and on the same conditions 
as this policy. The cash value will be the reserve at the date of 
default required to provide for the twenty installments payable 
under this policy and for any dividend additions thereto, com
puted according to the (designate mortality table adopted by the 
company for computing reserves) mortality table and interest at the 
rate of (designate rate of interest adopted by the company for com
puting reserves) per centum per annum, less (here may be inserted 
not more than five) per centum of the present value of the future 
net premiums at the date of default, which by its terms this policy 
is exposed to pay in case of its continuance, computed upon (des
ignate mortality table used by the company for computing reserves) 
mortality table, and interest at the rate of (designate rate of interest 
adopted by company for computing reserves) per centum per annum, 
and less any existing indebtedness to the company on this policy. 
Payment of such cash value may be deferred by the company for 
not exceeding sixty days after the application therefor is made. 
The term for which the insurance will be continued or the amount 
of the paid-up policy will be such as the cash value will purchase 
as a net single premium at the attained age of the insured according 
to the (designate the mortality table adopted by the company for com
puting reserves) mortality table and interest at the rate of (designate 
rate of interest adopted by the company for computing reserves,) per 
centum per annum. If the sum applicable to the purchase of
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temporary insurance shall be more than sufficient to continue the 
insurance to the end of the endowment term named in this policy, 
the excess shall be used to purchase in the same manner non-par
ticipating, paid-up pure endowment, payable at the end of the 
endowment term and on the same conditions. If the owner shall 
not, within one month from default, surrender this policy to the 
company at its home office for cash or for extended insurance as 
provided in options (a) and (b) the insurance will be continued as 
provided in option (c). The paid-up or continued temporary and 
pure endowment insurance will be payable in twenty equal annual 
installments and the payment of twenty installments under either 
option shall discharge the company from all liability under this 
policy.

The figures in the following table are computed in accordance 
with the above provisions and upon the assumption that there is 
no indebtedness on the policy, and that there are no outstanding 
dividend additions.

(The company shall here insert the following: “The figures apply
to a policy for $1,000. /Is this contract is for $ .......................... the
loan, cash, paid-up insurance or pure endowment available in any
year will be............................... the amount stated in the table for that
year.’’)
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A t
End of 
Year.

Cash or 
Loan Value.

Paid-up
Endow m ent
Insurance.

E xten d ed  I nsuran ce .
Pure

Endowment.
Years. Months. Days.

i . . . . $ ................. $ ................. •S

2 , . . $ ................. $ .................

3 , . . $ ................. s .................

. .

8 ....................

4 , . . $ ................. $ ................. $

5 , . . $ ................. $ . . . ‘ 8 . .

6 , . . $ ................. $ ................. 8 ....................

7 , . . $ ................. 8 ................. 8 ....................

8 , . . $ ................. s ................. s ....................

9 , . . $ ................. s ................. 1 $ ....................

1 0 , . . $ ................. $ ................. 8 ....................

1 1 , . . $ ................. $ ................. 8

1 2 , . . $ ................. $ .................

1 3 , . . $ ................. $ ................. . 8 ....................

1 4 , . . s ................. . ? .  . . . 8 ....................

1 5 , . . $ ................. $ ................. s ....................

1 6 , . . $ ................. s ................. 8 ....................

17,.. $ ................. $ ................. 8 ....................

18,.. $ ................. $ ................. 8 _____

19,.. $ ................. 8 ................. 8 ....................

2 0 , . . $ ................. S................. $ ....................

Figures for later years will be furnished upon request.
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Reinstatement. — In case of extended temporary insurance 
under the above provisions this policy upon evidence of insura
bility satisfactory to the company may be reinstated within the 
first three years of the term for which the insurance is continued 
by payment of arrears of premiums with interest at (here in se r t  
n o t m ore  th a n  s ix )  per centum per annum.

Agents are not authorized to modify this policy or to extend 
the time for paying a premium.

I n  witness whereof, The Company has caused this Policy to 
be executed this..........................day of......................................

(5 )  T erm  P olicy .

Massach usetts Standard  L if e  I n su r an c e  P olicy.
Term.

Age...............
Amount $...............  ............... Premium $................

(C orpora te  n a m e  o f c o m p a n y  or a sso c ia tio n .)
(I t s  p r in c ip a l  p la ce  or p la ces o f b u sin ess.)

Of Massachusetts.
In consideration  o f ......................................................................Dollars,

receipt of which is hereby acknowledged, and of the payment of 
(here in s e r t  a m o u n ts  a n d  t im e s  o f  p a y m e n ts  o f p re m iu m s )  until
................. full years’ premiums shall have been paid or until the
prior death of the Insured,

P romises to pay upon receipt at the home office of the Com
pany in....................................... of due proof of the death
of ._....................................... of ................................... , County
of.................................... , State of.............................................
herein called the Insured, within................................ years from
the date hereof,.........................................................Dollars, less
any indebtedness hereon to the Company and any unpaid portion 
of the premium for the then current policy year, at said home
office, to...........................................beneficiar.......................... ,
with ( in se r t “ o u t ” w h e n  b en efic ia ry  i s  a  m a rr ie d  w o m a n , or i f  so 
desired ) right of revocation.

Change  of B en efic ia r y . — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may designate a new 
beneficiary with or without reserving right of revocation by filing 
written notice thereof at the home office of the company, accom
panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, ( in se r t “ h i s ” or “ h e r ”) executors, 
administrators or assigns: p ro v id ed , how ever, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or by
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any other person, it shall inure to her separate use and benefit, 
and to that of her children, subject to the provisions of the insur
ance law of this commonwealth relative to premiums paid in fraud 
of creditors and to the surrender of policies.

P aym ent  of P rem ium s . — The company will accept payment 
of premiums at other times than as stated above, as follows: —-

Except as herein provided the payment of a premium or in
stallment thereof shall not maintain the policy in force beyond the 
date when the next premium or installment thereof is payable.

All premiums are payable in advance at said home office, or 
to an agent of the company upon delivery of a receipt signed by 
one or more of the following officers of the company (in se r t tit le s  
o j officers w ho  m a y  s ig n  rece ip ts ,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate 
of (in s e r t  here n o t m ore  th a n  s i x ) per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement 
hereunder.

Co n d itio n s . — (T h e  p o lic y  m a y  here p ro v id e  fo r  re s tr ic tio n s  o f 
l ia b i l i ty  by  reason  o f travel, o c cu p a tio n , change o f  residence  a n d  su ic id e .  
T h ese  re s tr ic tio n s , excep t su c h  a s  re fer  to m i l i ta r y  a n d  n a v a l serv ice  
i n  t im e  o f w a r , m u s t  be a p p lic a b le  o n ly  to cases w here  the  act o f  the  
in s u r e d  p ro v id e d  a g a in s t  occurs w i th in  tw o  yea rs  a fte r  the is su a n c e  
o f the p o lic y .)

I n co ntesta bility . — This policy constitutes the entire contract 
between the parties and shall be incontestable, from its date, 
except for non-payment of premiums and except as otherwise 
provided in this policy. All statements made by the insured shall 
in the absence of fraud be deemed representations and not war
ranties and no such statement shall avoid this policy unless it is 
contained in a written application and a copy of such application 
shall be endorsed upon or attached to this policy when issued.

If the age of the insured has been understated, the amount pay
able hereunder shall be such as the premium paid would have 
purchased at the correct age.

P a rtic ipatio n . — This policy shall participate in the surplus 
of the company and beginning not later than the end of the (in s e r t  
fir s t, second  or th ird ) policy year the company will annually de
termine and account for the portion of the divisible surplus accru
ing hereon.

D iv id e n d s . — Dividends at the option of the owner of this policy
shall on the............................. day of.............................. of each
year (here m a y  be in se r te d  “ a fte r  the  fir s t  p o l ic y  y e a r ,” “ a fte r  second  
p o lic y  y e a r ” or “ a fte r  th ir d  p o lic y  y e a r ”) be either —

(1) Paid in cash; or
(2) Applied toward the payment of any premium or premiums; 

or
(3) Left to accumulate to the credit of the policy with interest 

at (here in se r t  su c h  ra te , n o t less th a n  three  p e r  c en tu m , as the  c o m p a n y
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sh a ll a llow ) per centum per annum and payable at the maturity of 
the policy, or at the expiration of the term, but withdrawable in 
cash on demand by the owner of the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice 
requiring such election, the company shall hold said dividends 
under the terms of option (3).

Assig nm en t . — No assignment of this policy shall be binding 
upon the company, until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.

( I f  the term  o f the p o lic y  i s  fo r  m ore  th a n  tw e n ty  y e a rs , the  c o m p a n y  
shall p ro v id e  fo r  c o n tin u a n c e  o f in su ra n c e  o n  su rre n d er  or la p se  in  
the fo llo w in g  fo rm :)

Continuance  op I n su k a n ce  on  L a p s e . — In event of default 
in premium payments after three full annual premiums have been 
paid hereon, the reserve hereon according to the (d esig n a te  m o r 
ta lity  table a d o p ted  b y  the  c o m p a n y  fo r  c o m p u tin g  reserves) mortality 
table, and interest at the rate of (d esig n a te  ra te  o f  in te re s t a d o p ted  
by the c o m p a n y  fo r  c o m p u tin g  reserves) per centum per annum, less 
(here m a y  be in se r ted  n o t m ore  th a n  five) per centum of the present 
value of the future net premiums at the date of default, which 
by its terms this policy is exposed to pay in case of its continuance, 
computed upon (d esigna te  m o r ta li ty  table  u se d  b y  the  c o m p a n y  fo r  
co m p u tin g  reserves) mortality table, and interest at the rate of 
(designate ra te  o f in te re s t a d o p ted  b y  the c o m p a n y  fo r  c o m p u tin g  
reserves) per centum per annum, will be applied to the purchase of 
non-participating extended temporary insurance for the face 
amount of this policy at net single premium rates at the attained 
age of the insured according to the same table of mortality and 
rate of interest.
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A t End of Year.
E xtended  Insurance.

Years. Months. Days.

i ............................................

2 , ..........................................

3 , ..........................................

4 , .........................................

5 , ..........................................

6 , ..........................................

7 , ..........................................

.....................................

8 , ..........................................

9 , .........................................

1 0 , ..........................................

1 1 , .........................................

1 2 , ..........................................

1 3 , .........................................

1 4 , .........................................

1 5 , ..........................................

1 6 , ..........................................

1 7 , ..........................................

I S , ..........................................

1 9 , ..........................................

2 0 ............................................

Figures for later years will be furnished upon request.
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{ I f  the  te rm  •policy i s  fo r  m ore  th a n  tw e n ty  yea rs, the c o m p a n y  
sh a ll p ro v id e  fo r  re in s ta te m e n t i n  the fo llo w in g  fo rm :)

R ein sta tem en t . — Upon evidence of insurability satisfactory 
to the company this policy may be reinstated within the first three 
years of the term for which the insurance is continued by payment 
of arrears of premiums with interest at {here in se r t  n o t m ore  th a n  
s ix ) per centum per annum.

Options a t  Ma tu r ity . — The insured, by written notice to the 
Company at its home office and with written consent of the as
signee and irrevocable beneficiary, if any, may elect to have the 
net sum payable under this policy paid either in cash or as follows: —

(1) By the payment of interest thereon at..........................per
centum per annum, payable annually, to the payee under this 
policy at the end of each year during the life of the payee and by 
the payment upon the death of the payee of the said net sum and 
accrued interest to the executors, administrators or assigns of the 
payee, unless otherwise directed in said notice.

(2) By the payment of equal annual installments for a specified 
number of years, the first installment being payable immediately, 
in accordance with the following table for each $1,000 of said net 
sum.

(3) By the payment of equal annual installments payable at 
the beginning of each year for a fixed period of twenty years and 
for so many years longer as the payee shall survive in accordance 
with the following table for each $1,000 of said net sum.

Installments payable under options (2) or (3) which shall not 
have been paid prior to the death of the payee shall be paid, unless 
otherwise directed in said notice, to the executors, administrators 
or assigns of the payee.

If the insured shall not have directed otherwise the beneficiary 
may, after the death of the insured, by like written notice, and with 
the written consent of the assignee, if any, select either of the 
above options.

Unless otherwise specified by the insured the payee may on any 
interest date receive the amount yet due under option (1), and 
may at any time receive the commuted value of payments yet to 
be made, computed upon the same basis as option (2) in the 
following table, provided that no such commutation will be made 
under (3), except after the death of the payee occurring within the 
aforesaid twenty years.
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T a b le  o f In s ta l lm e n ts  fo r  E a c h  $ 1 ,0 0 0 .

O p t i o n  ( 2 ) O p t i o n  ( 3 )

N u m b e r  o f  A n n u a l  
I n s t a l l m e n t s .

A m o u n t  o f 
E a c h  I n s t a l l m e n t .

A g e  o f  P a y e e  w h e n  
P o l i c y  b e c o m e s  

p a y a b le .

A m o u n t  o f 
E a c h  I n s t a l l m e n t .

s $

$ _______ $

$ .................................................. $

%

$ s
% $

$ .................................................. s
$ $

$
$ .  . s

$

$__ $

$ .................................................. $

$ ................................ $

$ _______ $

$ ..................................................

$ .  .

$ ....................... ..........................

$

$ . $

$ ................................ $

$ .................................................. $

A gents a re  not  authorized  to modify this policy or to extend 
the time for paying a premium.

I n  w it n e ss  w h e r e o f , The Company has caused this Policy 
to be executed this ..........................  day of ..........................
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(6 )  T erm  w it h  E ight  to r e n e w  a n d  c h a n g e .

Ma ssach usetts  S tandard  L ife  I n su r an c e  P olicy .
Term with Right to Renew and Change.

Age...............
Amount $...............  ................Premium $................

{C orporate  n a m e  o f c o m p a n y  or a sso c ia tio n .)
{ I ts  p r in c ip a l  p la ce  or p laces o f b u sin e ss .)

Of Massachusetts.
In c onsideration  of .................................................................. Dollars,

receipt of which is hereby acknowledged, and of the payment of 
{here in s e r t  a m o u n ts  a n d  t im e s  o f  p a y m e n ts  o f p re m iu m s ) until
...................full years’ premiums shall have been paid or until the
prior death of the Insured,

P romises to pay upon receipt at the home office of the Com
pany in .............................................. of due proof of the death
o f ...........................................o f ..................................., County
of , ......................................, State o f .........................................
herein called the Insured, within.................................years from
the date hereof,........................... ...................... . . Dollars, less
any indebtedness hereon to the Company and any unpaid portion 
of the premium for the then current policy year, at said home
office, to..................................................beneficiar....................,
with {insert “ o u t ” w h e n  b e n e fic ia ry  i s  a  m a r r ie d  w o m a n , or i f  so  
desired) right of revocation.

Change of B e n e fic ia r y . — When the right of revocation has 
been reserved, or in case of the death of any beneficiary under 
either a revocable or irrevocable designation, the insured, subject 
to any existing assignment of the policy, may designate a new 
beneficiary with or without reserving right of revocation by filing 
written notice thereof at the home office of the company, accom
panied by the policy for suitable endorsement thereon. If any 
beneficiary shall die before the insured and the insured shall not 
have designated a new beneficiary the interest of such beneficiary 
shall be payable to the insured, {in sert “ h i s ” or “ h e r ”) executors, 
administrators or assigns : p ro v id ed , how ever, if this policy is made 
payable to or for the benefit of a married woman, or after its issue 
assigned, transferred or in any way made payable to a married 
woman, or to any person in trust for her or for her benefit, whether 
procured by herself, her husband or by any other person, and 
whether the assignment or transfer is made by her husband or by 
any other person, it shall inure to her separate use and benefit, and 
to that of her children, subject to the provisions of the insurance law 
of this Commonwealth relative to premiums paid in fraud of cred
itors and to the surrender of policies.

P aym ent  of P rem ium s . — The company will accept payment 
of premiums at other times than as stated above, as follows : —

Except as herein provided the payment of a premium or install
ment thereof shall not maintain the policy in force beyond the date 
when the next premium or installment thereof is payable.

All premiums are payable in advance at said home office, or to 
an agent of the company upon delivery of a receipt signed by one



152

or more of the following officers of the company (•in se r t title s  o f  
officers w ho  m a y  s ig n  rece ip ts ,) and countersigned by said agent.

A grace of one month subject to an interest charge at the rate of 
{here in se r t  n o t m ore  th a n  s ix )  per centum per annum shall be 
granted for the payment of every premium after the first, during 
which month the insurance shall continue in force. If the insured 
shall die during the month of grace the overdue premium will be 
deducted from any amount payable hereon in any settlement 
hereunder.

_ Co n d itio n s . — {T h e  p o lic y  m a y  here p ro v id e  fo r  re s tr ic tio n s  o f  
l ia b i l i ty  b y  rea so n  o f travel, o ccu p a tio n , change o f  resid en ce  a n d  
su ic id e . T h ese  re s tr ic tio n s  excep t su c h  as re fer  to m i l i ta r y  a n d  n a v a l  
serv ice  i n  t im e  o f  w a r, m u s t  be a p p lic a b le  o n ly  to cases w here  the  act 
o f the  in su re d  p ro v id e d  a g a in s t occurs w i th in  tw o  yea rs  a fte r  the  
is su a n c e  o f the  p o lic y .)

I n co ntesta bility . — This policy constitutes the entire con
tract between the parties and shall be incontestable, from its date, 
except for non-payment of premiums and except as otherwise pro
vided in this policy. All statements made by the insured shall in 
the absence of fraud be deemed representations and not warranties 
and no such statement shall avoid this policy unless it is contained 
in a written application and a copy of such application shall be 
endorsed upon or attached to this policy when issued.

If the age of the insured has been understated, the amount pay
able hereunder shall be such as the premium paid would have pur
chased at the correct age.

P a rtic ipatio n . — This policy shall participate in the surplus 
of the company and beginning not later than the end of the {insert 
firs t, second  or th ird ) policy year the company will annually deter
mine and account for the portion of the divisible surplus accruing 
hereon.

D iv id e n d s . — Dividends at the option of the owner of this policy
shall on the..........................day of.......................... of each year
{here m a y  be in se r te d  “ a fte r  the  f ir s t  p o lic y  y e a r ,’’ “ a fte r  second  p o lic y  
y e a r ” or “ a fte r  th ir d  p o l ic y  y e a r " )  be either —

(1) Paid in cash; or
(2) Applied toward the payment of any premium or premiums;
(3) Left to accumulate to the credit of the policy with interest 

at {here in se r t  su c h  ra te , less th a n  three p e r  c en tu m , as the  c o m p a n y  
sh a ll a llow ) per centum per annum and payable at the maturity 
of the policy, or at the expiration of the term, but withdrawable 
in cash on demand by the owner of the policy.

Unless the owner of this policy shall elect otherwise within three 
months after the mailing by the company of a written notice re
quiring such election, the company shall hold such dividends under 
the terms of option (3).

P r iv ileg e  op R e n e w a l . — The owner of this policy, if the in
sured be not over the age of sixty-five years, may renew this policy
for further terms of................years each by written notice to the
company at its said home office accompanied by this policy for 
suitable endorsement on or before the expiration of the insurance 
hereunder and by paying the premiums to be fixed by the age on 
the birthday nearest to the date of such renewal in accordance with
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the following table for each one thousand dollars of insurance; if the 
insured shall be over the age of sixty-five years this policy may upon 
similar notice be surrendered for an ordinary life policy which shall 
require premiums during life in accordance with the following table 
for each one thousand dollars of insurance: —

T a b le  o f P r e m iu m s  fo r  R en e w a ls .

A t t a i n e d  A g e .
Y e a r s ’ T e r m  P r e m iu m  

p a y a b l e  i n  A d v a n c e  
f o r  E a c h  $ 1 ,0 0 0 .

A t t a i n e d  A ge .
O r d in a r y  L i f e  P r e m iu m  

p a y a b l e  i n  A d v a n c e  
fo r  E a c h  $ 1 ,0 0 0 .

s . . . . $ .............................................

.................... ............................................. $ .............................................

«
$ ______ $ .............................................

$ . . $ .............................................

$ ............................................. $ ..............................................

s ............................................. 8 .............................................

s ............................................. $ .............................................

$ ............................................. $ .............................................

$ $ .............................................

s ............................................. $ .............................................

s .......................................................................................................... $  .

s ............................................. 8 .............................................

s ............................................. 8 .............................................

s ............................................. $ .............................................

$ ______ $ .

$ . . 8

$ ......................... 8

$ 8

$ ............................. 8

8 ............................................. 8 .............................................
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P r iv ileg e  to change  to Oth er  F orms op P olicies. —The
owner of this policy may at any time within the first...................
years exchange this policy for a participating policy for the same 
amount or any less amount upon the ordinary life, limited pay
ment life or endowment plan upon any anniversary of the policy, 
or within the month of grace by surrendering the policy to the com
pany at said home office with written notice of the election and 
by paying the premiums to be fixed by the age on the birthday 
nearest to the date of such exchange, according to the rates of the 
company then in force.

A ssig n m e n t . — No assignment of this policy shall be binding 
upon the company, until it be filed with the company at its said 
home office. The company assumes no responsibility as to the 
validity of any assignment.

( I f  the  te rm  o f  the p o lic y  i s  fo r  m ore  th a n  tw e n ty  y ea rs , the  com 
p a n y  sh a ll p ro v id e  fo r  c o n tin u a n c e  o f in su ra n c e  o n  su rre n d e r  or lapse  
i n  the  fo llo w in g  fo rm :) *

Co n tinu a nc e  of I n su r an c e  on  L a p s e . — In event of default 
in premium payments after this policy shall have been in force 
three full years, the reserve hereon according to the (d e sig n a te  
m o r ta li ty  table a d o p ted  b y  the  c o m p a n y  fo r  c o m p u tin g  reserves) mor
tality table, and interest at the rate of (d esig n a te  ra te  o f in te re s t  
a d o p ted  b y  the c o m p a n y  fo r  c o m p u tin g  reserves) per centum per 
annum, less (here m a y  be in se r te d  n o t m ore  th a n  five) per centum of 
the present value of the future net premiums at the date of default, 
which by its terms this policy is exposed to pay in case of its con
tinuance, computed upon (d esig n a te  m o r ta li ty  table  u se d  b y  the  
c o m p a n y  fo r  c o m p u tin g  reserves) mortality table, and interest at 
the rate of (designa te  ra te  o f in te re s t a d o p ted  b y  c o m p a n y  fo r  com 
p u t in g  reserves) per centum per annum, will be applied to the pur
chase of non-participating extended temporary insurance for the 
face amount of this policy at net single premium rates at the at
tained age of the insured according to the same table of mortality 
and rate of interest.
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At End of Year.
E xtended  Insurance.

Years. Months. Days.

i ............................................

9

3.......................

4 , .........................................

0 ............................................

6 ............................................

8 , .........................................

9,.....................

10......................

11......................

12,.....................

13,.....................

14......................

15,.....................

16,.....................

17,.....................

18,.....................

19,.....................

20......................

Figures for later years will be furnished upon request.
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( I f  the term  o f the  'policy i s  fo r  m ore  th a n  tw e n ty  y ea rs , the  com 
p a n y  sh a ll p ro v id e  fo r  re in s ta te m e n t i n  the  fo llo w in g  fo rm :)

R ein st a t e m e n t . — Upon evidence of insurability satisfactory 
to the company this policy may be reinstated within the first three 
years of the term for which the insurance is continued by payment 
of arrears of premiums with interest at (here in se r t  n o t grea ter th a n  
s ix ) per centum per annum.

Optio n s  at  Ma tu r ity . — The insured, by w'ritten notice to the 
company at its home office and with the written consent of the 
assignee and irrevocable beneficiary, if any, may elect to have 
the net sum payable under this policy paid either in cash or as 
follows: —

(1) By the payment of interest thereon at............................per
centum per annum, payable annually, to the payee under this policy 
at the end of each year during the life of the payee and by the 
payment upon the death of the payee of the said net sum and 
accrued interest to the executors, administrators or assigns of the 
payee, unless otherwise directed in said notice.

(2) By the payment of equal annual installments for a specified 
number of years, the first installment being payable immediately, 
in accordance with the following table for each $1,000 of said net 
sum.

(3) By the payment of equal annual installments payable at 
the beginning of each year for a fixed period of twenty years and 
for so many years longer as the payee shall survive in accordance 
with the following table for each $1,000 of said net sum.

Installments payable under options (2) or (3) which shall not 
have been paid prior to the death of the payee shall be paid, unless 
otherwise directed in said notice, to the executors, administrators 
or assigns of the payee.

If the insured shall not have directed otherwise the beneficiary 
may after the death of the insured by like written notice and with 
the written consent of the assignee, if any, select either of the 
above options.

Unless otherwise specified by the insured the payee may, on any 
interest date receive the amount yet due under option (1) and 
may at any time receive the commuted value of payments yet to 
be made, computed upon the same basis as option (2) in the fol
lowing table, provided that no such commutation will be made 
under (3), except after the death of the payee occurring within 
the aforesaid twenty years.
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T a b le  o f I n s ta l lm e n ts  fo r  E a c h  $ 1 ,0 0 0 .

Optio n  (2) Optio n  (3)

Number of Annual 
Installm ents.

Amount of 
Each Installm ent.

Age of Payee when 
Policy becomes 

payable.

A m ount of 
Each Installm ent.

$ $ ....................................

$ ....................................

$  . $ .....................................

$  . . . s .....................................

$ ..................................... s .....................................

-
$ ..................................... $ .....................................

s $ .....................................

$ s .....................................

$ $ .....................................

s $ .....................................

s $ .....................................

$  ................. $ .....................................

s ..................................... $ .....................................

$ ..................................... 1 .....................................

1 $

$ $

s  ........................ s .....................................

$  ........................ $  ..............................

$  ................................. $ .....................................

$  ................................. $  ..............................

A gents a re  not authorized  to modify this policy or to extend 
the time for paying a premium.

In  w it n e ss  w h e r e o f , The Company has caused this Policy to 
be executed this..........................day of.......................................
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A lteration  of
stan d ard
form s.

The standard forms above provided, or any one or more 
of them, may be altered or amended by the direction of 
the insurance commissioner at any time prior to the first 
day of October, nineteen hundred and seven, by direction 
filed in his office stating the reasons therefor, and if such 
alteration or amendment is made the commissioner shall 
promulgate the amended form or forms on said date.

Whenever any domestic life insurance company shall de
sire to issue or deliver within this commonwealth any kind 
of policy other than those provided for in this section, it 
shall submit a proposed form of policy to the insurance com
missioner who shall thereupon fix a day for a hearing upon 
said application and cause notice thereof to be given to 
every domestic life insurance company ; and the commis
sioner may after such hearing approve the said form with 
or without modifications thereof as may seem to him ex
pedient, and establish the same as a standard form of policy 
which any domestic life insurance company shall be en
titled to use in addition to the forms hereby prescribed. 
Forms of policies so approved by the commissioner may 
be changed from time to time upon the application of any 
domestic life insurance company upon similar request and 
after a hearing upon similar notice. I t shall be lawful 
for any company issuing exclusively nonparticipating poli
cies to incorporate in any of said standard forms a provi
sion that the said polic}^ shall be nonparticipating and to 
omit therefrom clauses providing for participation in the 
surplus of the company.

Nothing herein contained shall authorize the insurance 
commissioner, in amending or altering the standard forms 
hereinbefore prescribed or in establishing any additional 
standard form of policy as hereinbefore provided, to ap
prove any alteration of or amendment to any form above 
prescribed or any new form, or provision or omission 
from any form, or bjr any such approval to give validity 
to any amendment, alteration, provision or omission, 
which shall be in conflict with any of the provisions of 
the insurance law of this commonwealth.

Anything herein contained to the contrary notwith
standing, any domestic life insurance company may issue 
and deliver in any other state or in any foreign country, 
or may issue in this commonwealth for delivery in any 
other state or any foreign country, any form of policy not 
inconsistent with any of the provisions of the insurance 
law of this commonwealth.
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Rights o f Policy Holders in Domestic Mutual Life 
Companies.

Section 7 6. Every person insured by a domestic mutual 
life insurance company shall be a member entitled to one 
vote, and one vote additional for each five thousand dol
lars of insurance in excess of the first five thousand dol
lars, and shall be notified of its annual meetings by written 
notice or by an imprint in the form prescribed in section 
forty-three, upon the filing-back of each policy, receipt or 
certificate of renewal.

Members may vote by proxies dated and executed within 
three months, and returned and recorded on the books of 
the company seven days or more before the meeting at 
which thejr are to be used ; but no person shall, as attorney 
or otherwise, cast more than twenty votes, and no officer 
or agent shall himself, or by another, ask for, receive, 
procure to be obtained or use a proxy to vote.

The secretary of every domestic mutual life insurance 
company shall keep an accurate list of the names and 
addresses of its policy holders, which shall at all times, 
upon written application by a policy holder, be exhibited 
for his inspection. Such officer who refuses to exhibit 
such list shall forfeit fifty dollars for each offence.

Two thirds at least of the directors shall be citizens of 
this commonwealth, and after the first election members 
only shall be eligible ; but no director shall be disqualified 
from serving the term for which he was chosen, by reason 
of the expiration or cancellation of his policy.

Section 77. The stockholders of the guaranty capital 
of any such company shall be entitled to such annual div
idends, not exceeding eight per cent., payable from the net 
surplus, as may have been agreed upon in the subscription 
thereof. Such guaranty capital shall be redeemed, by 
appropriation of net surplus for that purpose, whenever 
the net surplus is twice the amount of said guaranty 
capital.

Section 78. Except as provided in this section, every 
domestic life insurance company heretofore or hereafter 
organized, anything in its charter or its certificate of 
incorporation or special act to the contrary notwithstand
ing, shall provide in every policy issued on or after the 
first day of January, nineteen hundred and eight, that 
the proportion of the surplus accruing upon said policy 
shall be ascertained and distributed annually and not other-
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wise, beginning not later than the end of the third policy 
year. Upon the thirty-first day of December of each 
year, or as soon thereafter as may be practicable, every 
such company shall well and truly ascertain the surplus 
earned by such company during said year. After setting 
aside from such surplus such sums as may be required for 
the payment of authorized dividends upon the capital 
stock, if any, and such sums as may be properly held for 
account of existing deferred dividend policies and for a 
contingency reserve not in excess of the amount prescribed 
in section eighty, every such companyshall apportion the 
remaining surplus equitably, and, upon the contribution 
to surplus plan, to all other policies entitled to share 
therein. Except in the case of a term policy, the share of 
surplus so apportioned in the case of a policy issued on or 
after the first day of January, nineteen hundred and eight, 
shall, at the option of the owner of the policy, be payable 
in cash, or shall be applicable to the payment of any pre
mium or premiums upon said policy or to the purchase of 
a paid-up addition thereto, or shall be permitted to accu
mulate to the credit of the policy at such rate of interest 
not less than three per cent, as shall be allowed by the 
company, and with such interest shall be payable upon the 
maturity of the policy, or shall be withdrawable in cash 
on demand by the owner of the policy. Such company 
may require the owner of the policy to elect the manner 
in which said dividends shall be applied as above pro
vided by mailing a written notice of the amount of said 
dividends and the options available as aforesaid in a sealed 
envelope to the last known address of the owner of the 
policy ; and, unless the owner shall elect otherwise within 
three months after the mailing by the company of a writ
ten notice requiring such election, the dividends shall be 
held by the company to accumulate at such interest not 
less than three per cent, as shall be allowed by the com
pany, and with such interest shall be withdrawable in cash 
on demand by the owner of the policy. In the case of a 
term policy issued on or after the first day of January, 
nineteen hundred and eight, the share of surplus so ap
portioned shall be payable in cash, or shall be applicable 
to the payment of any premium or premiums upon said 
policy, or shall be permitted to accumulate to the credit 
of the policy at such rate of interest not less than three 
per cent, as shall be allowed by the company, and in such
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case shall be payable upon the maturity or expiration of 
the policy, or shall be withdrawable in cash on demand 
by the owner of the policy.

This section shall not apply to any stock life insurance 
company which on or after the first day of January, nine
teen hundred and eight, shall transact and shall represent 
itself as transacting its business exclusively upon a non
mutual basis, and shall after said date issue only non-par
ticipating policies. Nor shall this section apply to paid-up 
or temporary and pure endowment insurance issued or 
granted in exchange for lapsed or surrendered policies. 
A foreign life insurance company which shall not provide 
in every participating policy issued or delivered in this 
state on or after the first day of January, nineteen hun
dred and eight, that the proportion of the surplus accruing 
upon said policy shall be ascertained and distributed 
annually and not otherwise, and which shall not ascertain 
and distribute the surplus accruing upon said policies an
nually either by providing for their payment in cash or 
their application to the payment of premiums or to the 
purchase of paid-up additions, or for their accumulation 
as above provided in the case of domestic companies, shall 
not be permitted to do business within this commonwealth.

Section 79. Every life insurance company doing busi
ness in this commonwealth conducted on the mutual plan 
or in which policy holders are entitled to share in the 
profits or surplus, shall, on all policies of life insurance 
heretofore issued, under the conditions of which the dis
tribution of surplus is deferred to a fixed or specified time 
and contingent upon the policy being in force and the in
sured living at that time, annually ascertain the amount 
of surplus to which all such policies as a separate class are 
entitled, and shall annually apportion to such policies as 
a class the amount of surplus so ascertained, and carry 
the amount of such apportioned surplus, plus the actual 
interest earnings and accretions of such fund, as a distinct 
and separate liability to such class of policies on and for 
which the same was accumulated, and no company or any 
of its officers shall be permitted to use any part of such 
apportioned surplus fund for any purpose whatsoever 
other than for the express purpose for which the same 
was accumulated. Every company having in force any 
such deferred dividend policies shall also, at the time of 
the mailing of the annual premium notice, furnish to each

Accounting 
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such policy holder an annual statement, showing the con
tingent surplus accumulation to the credit of the policy 
at the beginning of the preceding year, the rate of interest 
earned on the accumulation, the amount of interest and 
the amount of saving and profit contingently credited to 
said policy during the preceding year, with a showing of 
the total amount of surplus accumulation then contingently 
credited to the policy, which statement shall be made in 
accordance with the following form : —

Statement of Annual Apportionment of Surplus.
Policy No........Distribution Period . . . .  Yrs. ; Age at issue
Surplus accumulation contingently credited to policy

as per last annual statement...................................$
Interest credit : net rate earned by company,.........per

cent......................................................................
Savings and profit additional for year...................

Contingent surplus credit............19.........................$

Secretary.

Contingency
reserve.

Proviso.

S e c t io n  80. Any domestic life insurance company 
may accumulate and maintain, in addition to the capital 
and surplus contributed by its stockholders, and in addi
tion to an amount equal to the aggregate market value 
margin in excess of all bonds held by it and not included 
in the reserve liability, an additional amount as a con
tingency reserve or safety fund not in excess of ten per 
cent, of its reserve liability or one hundred thousand 
dollars, whichever is the greater: provided, however, that 
nothing herein contained shall be construed to affect any 
existing surplus or contingency reserves held by any such 
corporation, save that whenever the existing surplus and 
contingency reserves, exclusive of said reserve liability 
and of all accumulations held on account of existing de
ferred dividend policies or groups of such policies, shall 
exceed the limit above mentioned, it shall not be entitled 
to maintain any additional contingency reserve. In ad
dition to the contingency reserve provided for in this 
section any domestic company may accumulate a surplus 
for the retirement of guaranty capital as required by 
section seventy-seven. This section shall not apply to 
any company doing exclusively a non-participating busi
ness.
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Section 81. On and after the first day of January, 
nineteen hundred and eight, no domestic mutual life in
surance company and no domestic stock life insurance 
company, hereafter issuing or professing to issue any 
participating policies, shall issue any policies, except 
annuities, which do not by their terms give to the holders 
thereof full right to participate in the accumulations of 
said corporation, as provided in this act.

This section shall not apply to paid-up or temporary 
and pure endowment insurance issued or granted in ex
change for lapsed or surrendered policies.

S e c t io n  82. All policies issued prior to the first day 
of January in the year nineteen hundred and one by any 
domestic life insurance company shall be subject to the 
provisions of law limiting forfeiture which are applicable 
and in force at the date of their issue. No policy of life 
or endowment insurance issued by any such company after 
the thirty-first day of December in the year nineteen hun
dred shall become forfeit or void for non-payment of pre
mium after three full annual premiums have been paid 
thereon ; but in case of default in the payment of any 
subsequent premium, then without any further stipulation 
or act such policy shall be binding upon the company 
for the amount of paid up insurance which the then net 
value of the policy and all dividend additions thereon, 
computed by the rule of section eleven,.less any indebted
ness to the company on account of said policy, and less 
the surrender charge provided herein, will purchase as a 
net single premium for life or endowment insurance matur
ing or terminating at the time and in the manner provided 
in the original policj^ contract; and such default shall not 
change or affect the conditions or terms of the policy, 
except as regards the payment of premiums and the 
amount payable thereon. Said surrender charge, unless 
fixed at a smaller rate by the policy, shall be five per cent, 
of the present value of the future net premiums at the 
date of default, which by its terms said policy is exposed 
to pay in case of its continuance, computed upon the rate 
of mortality and interest assumed in section eleven. But 
any company may contract with its policy holders to fur
nish, in lieu of the paid up insurance provided for in this 
section, any other form of life insurance lawful in this 
commonwealth, of not less value. Every such paid up 
policy shall have a cash surrender value, which shall be
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Admission.

its net value, less any indebtedness to the company on 
account of said policy, and every policy which by its own 
terms has become paid up shall have a cash surrender 
value, which shall be its net value, less five per cent, of 
one net premium, and the holder of any paid up policy 
may surrender the same and claim and recover from the 
company such surrender value in cash. The payment 
of such cash value may be deferred by the company for 
not more than sixty days after the application therefor 
is made. But no surrender of a policy shall be made 
without the written assent of the person to whom the 
policy is made payable. On policies of prudential or 
industrial insurance on which the weekly premiums are 
not more than fifty cents each the surrender value shall in 
all cases be payable in cash, which shall be a legal claim 
from the date of lapse. Any condition or stipulation in 
the polic}" or elsewhere which is contrary to the provi
sions of this section, and any waiver of such provisions 
by the insured, shall be void.

Within thirty days after the lapse of any policy, the 
company shall send a notice thereof to the last known 
address of the owner of said policy. Such notice shall 
also state the amount of the surrender value of said policy.

All other policies shall have, after three full annual 
premiums have been paid thereon, a surrender value pay
able in cash computed as herein provided. The payment 
of such cash value may be deferred by the company for 
not exceeding sixty days after the application therefor is 
made.

FOREIGN COMPANIES.

S e c t io n  8 3 . Foreign insurance companies, upon com- 
plving with the conditions herein set forth applicable to 
such companies, may be admitted to transact in this com
monwealth by constituted agents resident therein any 
class of insurance authorized by the laws of this common
wealth, subject to all general laws now or hereafter in 
force relative to insurance companies, and subject to all 
laws applicable to the transaction of such business by for
eign insurance companies and their agents ; but no pro
vision of law which by its terms applies specifically to 
domestic life insurance companies shall thereby become 
applicable to foreign life insurance companies.

The authority of any such foreign corporation to trans-
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act new business in this commonwealth shall cease on the 
thirty-first day of March of each year, unless such au
thority is renewed in writing by the insurance commis
sioner on or before that date.

Conditions o f Admission o f Foreign Companies.
S e c t io n  84. No foreign insurance company shall be so 

admitted and authorized to do business until —
First, I t  has deposited with the insurance commissioner 

a certified copy of its charter or deed of settlement and a 
statement of its financial condition and business, in such 
form and detail as he may require, signed and sworn to 
by its president and secretary, or other proper officer, and 
has paid for the filing of such copy thirty dollars, and for 
the filing of such statement twenty dollars; and, if to 
transact the business of fire insurance, has filed in the 
office of the insurance commissioner a declaration signed 
and sworn to by its president and secretary, or officers 
corresponding thereto, that it will not reinsure any risk or 
part thereof taken by it on any property located in this 
commonwealth with any company not authorized to trans
act the business of fire insurance in this commonwealth, 
except as provided in section twenty.

Second, I t  has satisfied the insurance commissioner 
that it is fully and legally organized under the laws of its 
state or government to do the business it proposes to 
transact; that it has, if a stock company, a fully paid 
up and unimpaired capital, exclusive of stockholders’ 
obligations of any description, of an amount not less 
than is required of similar companies formed under the 
provisions of this act, and if a mutual company, other 
than life, that it has net cash assets equal to the capital 
required of like companies on the stock plan ; or that it 
possesses net cash assets of not less than one hundred 
thousand dollars or net cash assets of not less than fifty 
thousand dollars, with also invested assets of not less than 
one hundred thousand dollars and, in each case, with 
additional contingent assets of not less than three hundred 
thousand dollars, and that such capital or net assets arc 
well invested and immediately available for the payment 
of losses in this commonwealth ; and that it insures on 
any single hazard an amount no larger than one tenth of 
its net assets.

Conditions of 
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Appointment 
of attorney.
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Third, It has complied with the provisions of section 
four of chapter one hundred and twenty-six of the Revised 
Laws.

Fourth, I t has appointed as its agent or agents in this 
commonwealth some resident or residents thereof.

Fifth, I t has obtained from the insurance commissioner 
a certificate that it has complied with the laws of this 
commonwealth and is authorized to make contracts of 
insurance.

S e c t io n  85. Such foreign company, if incorporated 
or associated under the laws of any government or state 
other than the United States or one of the United States, 
shall not be admitted until, besides complying with the 
conditions of the preceding section, it has made a deposit 
with the treasurer and receiver general or with the financial 
officer of some other state of the United States, of 
an amount not less than the capital required of like 
companies under this act. Such deposit must be in 
exclusive trust for the benefit and security of all the com
pany’s policy holders and creditors in the United States 
and may be made in the securities but subject to the limi
tations specified in section thirty-seven, and such deposit 
shall be, for all purposes of the insurance laws, the capital 
of the company making it.

S e c t io n  86 . Any admitted company of a foreign 
country may appoint trustees, who are citizens or cor
porations of the United States and approved b}r the insur
ance commissioner, to hold funds in trust for the benefit 
of its policy holders and creditors in the United States. 
Said trustees shall be named by the directors of the com
pany, and a certified copy of the record of the appoint
ment of such trustees and of the deed of trust shall be 
filed in the office of the insurance commissioner, who may 
examine such trustees and the assets in trust and all books 
and papers relative thereto in the same manner as he may 
examine the officers, agents, assets and affairs of insur
ance companies. The funds so held by such trustees, so 
far as the same are in securities, money or credits admis
sible as sound assets in the financial accounts of insurance 
companies, shall, with its deposits made in accordance with 
section eighty-five, constitute the assets of such company 
as regards its policy holders and creditors in the United 
States.
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S e c t io n  8 7 . The authority of a foreign insurance com
pany may be revoked if it violates or neglects to comply 
with any provision of law obligatory upon it, and if, in 
the opinion of the insurance commissioner, its condition 
is unsound or its assets are less than its liabilities, inclu
sive of capital and policy liability, as computed in section 
eleven.

Five Insurance in Unauthorized Companies.
S e c t io n  8 8 . The insurance commissioner, upon the 

annual payment of twenty dollars, may issue licenses to 
citizens of this commonwealth, subject to revocation at 
an}r time, permitting the person named therein to procure 
policies of fire or bombardment insurance on property in 
this commonwealth in foreign insurance companies not 
authorized to transact business in this commonwealth. 
Before the person named in such license shall procure 
any insurance in such companies on any such property he 
shall in every case execute and file with the insurance 
commissioner an affidavit, Avhich shall have force and 
effect for one year only from the date thereof, that he 
is unable to procure, in companies admitted to do busi
ness as aforesaid, the amount of insurance necessary to 
protect said property, and shall only procure insurance 
under such license after he has procured insurance in 
companies admitted to do business as aforesaid to the 
full amount which said companies are willing to write 
on said property; but such licensed person shall not 
be required to file such affidavit if one relative to the 
same property has been filed within the preceding twelve 
months by any broker who has been licensed as author
ized by this act, nor to offer any portion of such insur 
ance to any company which is not possessed of cash 
assets amounting to at least twenty-five thousand dollars, 
nor to one which has within the preceding twelve months 
been in an impaired condition. Each person so licensed 
shall keep a separate account of the business done under 
the license, a certified copy of which account he shall 
forthwith file with the insurance commissioner, showing 
the exact amount of such insurance placed for any person, 
firm or corporation, the gross premium charged thereon, 
the companies in which the same is placed, the date of 
the policies and the term thereof, and also a report in the
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same detail of all such policies cancelled, and the gross 
return premiums thereon, and before receiving such license 
shall execute and deliver to the treasurer and receiver gen- 
eral a bond in the penal sum of two thousand dollars, with 
such sureties as the treasurer and receiver general shall 
approve, with a condition that the licensee will faith
fully comply with all the requirements of this section, 
and will annually file with the treasurer and receiver gen
eral, in January, a sworn statement of the gross premiums 
charged for insurance procured or placed and the gross 
return premiums on such insurance cancelled under such 
license during- the year ending- on the thirty-first (lav of 
December last preceding, and at the time of filing such 
statement will pa}r into the treasury of the commonwealth 
an amount equal to four per cent, of such gross premiums, 
less such return premiums so reported.

Miscellaneous Provisions.
Section 89. Foreign companies admitted to do busi

ness in this commonwealth shall make contracts of insur
ance upon lives, property or interests therein, only by 
lawfully constituted and licensed resident agents. ,\o 
policy of insurance issued to a citizen of this common
wealth by an authorized company organized under the 
laws of a foreign country shall be invalidated bjr the 
occurrence of hostilities between such foreign country 
and the United States. And no company shall directly 
or indirectly contract for or effect reinsurance of any risk 
in this commonwealth with any company not authorized 
to do business therein, except as provided in section 
twenty.

Reciprocal Obligations.
Section 90. If by the laws of any other state any 

taxes, fines, penalties, licenses, fees, deposits or other 
obligations or prohibitions, additional to or in excess of 
those imposed by the laws of this commonwealth upon 
foreign insurance companies and their agents, are im
posed on insurance companies of this commonwealth and 
their agents doing business in such state, like obligations 
and prohibitions shall be imposed upon all insurance com
panies of such state and their agents doing business in 
this commonwealth so long as such laws remain in force.
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LLOYDS.

S e c t io n  9 1 . Associations of individuals, citizens of 
the United States, whether organized within this com
monwealth or elsewhere within the United States, formed 
upon the plan known as Lloyds — whereby each associate 
underwriter becomes liable for a proportionate part of 
the whole amount insured by a policy — may be author
ized to transact insurance other than life in this com
monwealth, in like manner and upon the same terms and 
conditions as insurance companies of other of the United 
States.

AGENTS AND BROKERS.

Se c t io n  92. Every domestic insurance company shall 
file with the insurance commissioner the name and resi
dence of each person it appoints or employs to act as its 
agent in this commonwealth, but the insurance commis
sioner may at any time thereafter, for cause shown, deter
mine any persons so appointed or employed to be unsuitable 
to act as such agent, and shall thereupon notify both the 
company and the agent, so determined to be unsuitable, 
of his finding. Whoever shall assume to act as such 
agent, or, unless a licensed broker, shall in any manner 
for compensation aid in negotiating contracts of insurance 
on behalf of such corporation for a person other than him
self, prior to the filing of such notice of appointment or 
after receiving notice of such finding of unsuitability, 
shall be subject to the penalties of section one hundred 
and twenty.

Se c t io n  93 . Upon written notice by an authorized 
foreign insurance company of its appointment of a suit
able person to act as its agent within this commonwealth, 
and the payment of two dollars, the insurance commis
sioner shall, if the facts warrant it, grant to such person 
a license, which shall state in substance that the company 
is authorized to do business in this commonwealth and 
that the person named therein is a constituted agent of 
the company for the transaction of such business as it is 
authorized to do in this commonwealth. Said license 
shall continue in force until the first day of April next 
after its issue, and, by the renewal thereof on the an
nual payment for such renewal of two dollars before-the 
first day of April, until revoked by the commissioner for
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non-compliance with the laws or until the company, by 
written notice to the insurance commissioner, cancels the 
agent’s authority to act for it. While such license remains 
in force the company shall be bound by the acts of the 
person named therein within his apparent authority as its 
ack n o wl e dge d age n t .

Every agent of a foreign insurance company shall an
nually, on or before the fifteenth (lav of October, make 
return to the tax commissioner of all business transacted 
by him as such agent during the year ending with the 
thirtieth day of September last preceding, in such form as 
the tax commissioner may prescribe ; and all books, papers 
and accounts of his agency shall be open to the inspection 
of the tax commissioner at an}7 time to enable him to 
verify the statements and transactions aforesaid. If such 
agent neglects or refuses to make such return, or refuses 
to submit the books, papers and accounts of his agency to 
such inspection, the tax commissioner shall report such 
neglect or refusal to the insurance commissioner, who 
shall thereupon cancel the license to such agent and make 
publication thereof, and the license so cancelled shall not 
be renewed within one year thereafter; but only such 
agents shall be subject to this provision as are not required 
to make said returns to any other ao’ent in this common- 
wealth for premiums received.

Section 94. An officer of a domestic insurance com
pany, or a person appointed as its agent for that purpose, 
or acting without compensation, may, without other quali
fication, act in the negotiation and transaction with such 
company of any insurance which such company may law
fully do.

Section 95. The insurance commissioner may, upon 
the payment of ten dollars, issue to any suitable person, 
resident in this commonwealth or resident in any other 
state granting brokers’ licenses to residents of this com
monwealth, a license to act as an insurance broker to 
negotiate contracts of insurance or reinsurance or place 
risks or effect insurance or reinsurance with any qualified 
domestic insurance company or its agents, and with the 
authorized agents in this commonwealth of any foreign 
insurance company duly admitted to do business in this 
commonwealth.

A broker’s license shall remain in force for one year 
unless revoked by the commissioner for cause. The

Revocation.
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commissioner shall publish such revocation in such man
ner as he determines proper for the protection of the 
public.

No fee for such license shall be required of an}- soldier 
or sailor resident in this commonwealth who served in the 
army or navy during the war of the rebellion and who 
received an honorable discharge from such.service, upon 
satisfactory evidence of the identit}^ of such soldier or 
sailor.

S e c t io n  96. An insurance agent or broker who acts 
for a person other than himself in negotiating a contract 
of insurance by an insurance company shall, for the pur
pose of receiving the premium therefor, be held to be the 
company’s agent, whatever conditions or stipulations may 
be contained in the policy or contract. Such agent or 
broker who knowingly procures by fraudulent representa
tions payment, or an obligation for the payment, of a 
premium of insurance, shall be punished by a fine of not 
less than one hundred nor more than one thousand dollars 
or by imprisonment for not more than one year.

Se c t io n  97. An insurance agent shall be personally 
liable on all contracts of insurance unlawfully made bjr or 
through him, directly or indirectly, for or in behalf of any 
company not authorized to do business in this common
wealth.

S e c t io n  98. Whoever, for compensation, not being 
the appointed agent or officer of the company in which 
such insurance or reinsurance is effected, acts or aids in 
any manner in negotiating contracts of insurance or rein
surance or placing risks or effecting insurance or reinsur
ance for a person other than himself, shall be an insurance 
broker, and no person shall act as such broker, except as 
provided in section ninety-five.

A person not a duly licensed insurance broker, who for 
compensation solicits insurance on behalf of any insurance 
company, or transmits for a person other than himself an 
application for or a policy of insurance to or from such 
company, or offers or assumes to act in the negotiation of 
such insurance, shall be an insurance agent within the 
intent of this act, and shall thereby become liable to 
all the duties, requirements, liabilities and penalties to 
which an agent of such company is subject.

Exemption of 
veterans.

Effect of pay
ment to agent 
or broker.

Penalty for 
fraudulent 
representa
tions.
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Deposits of 
insurance com 
pauies to be 
held in trust.

Return of 
deposits.

Trust may be 
enforced, etc., 
in equity.

Deposits with 
treasurer and 
receiver gen
eral.

DEPOSITS.

Section 99. The treasurer and receiver general in his 
official capacity shall take and hold in trust deposits made 
by any domestic insurance company for the purpose of 
complying with the laws of any other state to enable such 
company to do business in such state ; and shall also in 
like manner take and hold any deposit made by a foreign 
insurance company under any law of this commonwealth. 
The company making such deposit shall be entitled to the 
income thereof, and may from time to time with the con
sent of the treasurer and receiver general, when not for
bidden by the laic under which the deposit is made, change 
in whole or part the securities which compose the deposit, 
for other approved securities of equal par value.

Upon request of any domestic insurance company the 
treasurer and receiver general may return to such com
pany the whole or any portion of the securities of such 
company held by him on deposit if he shall be satisfied 
that the securities so asked to be returned are subject to 
no liability and not required to be longer held by any pro
vision of law or for the purpose of the original deposit. 
And he may return to the trustees or other representative 
authorized for that purpose of a foreign insurance com
pany any deposit made by such company if it shall appear 
that such company has ceased to do business in this com
monwealth and is under no obligation to polic}7 holders or 
other persons in this commonwealth or in the United 
States for whose benefit such deposit was made.

An insurance company which has made such deposit, or 
its trustees or resident manager in the United States, or 
the insurance commissioner, or any creditor of such com
pany may at any time bring, in the supreme judicial court 
for the county of Suffolk, a suit in equity against the com
monwealth and other parties properly joined therein to 
enforce, administer or terminate the trust created by such 
deposit. The process in such suit shall be served on the 
treasurer and receiver general, who shall appear and 
answer on behalf of the commonwealth and perform such 
orders and decrees as the court may make thereon.

No company shall be required to have on deposit with 
the treasurer and receiver general an amount in excess of 
what is sufficient to enable it to comply with the laws of
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the states in which it transacts business ; and all amounts 
in excess of this amount held on deposit with the treasurer 
and receiver general or elsewhere shall be counted as of 
the surplus funds of the company.

RECEIVERS.

Section 100. The compensation of receivers of insol
vent insurance companies shall be fixed bjr the supreme 
judicial court. All accounts rendered to the court b}r 
such receivers shall be referred to the insurance commis
sioner for his examination and report thereon.

Such receivers, at the expiration of one year after final 
settlement ordered by the court, shall report to the court 
the names and residences, if known, of the persons entitled 
to money or dividends from the estate of such companies 
remaining in their hands uncalled for, with the amount due 
to each. The court shall thereupon order a notice to be 
given by the receivers and, upon the expiration of one year 
after the time of giving such notice, the receivers shall in 
like manner report the amounts still uncalled for. Unless 
cause shall appear for decreeing otherwise, such amounts 
shall then be ordered to be paid into the treasury of the 
commonwealth, and schedules signed by the receivers shall 
at the same time be deposited with the treasurer and re
ceiver general and auditor, setting forth the decree of .the 
court and the names and residences, so far as known, 
of the persons or parties entitled thereto alphabetically 
arranged, and the amount due to each. The auditor shall 
forthwith cause notice of such deposit to be mailed to such 
persons, and, upon certification by him that a claimant is 
entitled to any part of said deposit, it shall be paid in the 
same manner as other claims against the commonwealth. 
Upon the payment into the treasury of the commonwealth 
of such unclaimed money or dividends bv the receiver, and 
the allowance by the court of his final account, or at the 
expiration of one year after the final settlement ordered by 
the court if he then has in his hands no unclaimed money 
or dividends, he shall deposit with the insurance commis
sioner all books and papers of such company, including 
those relative to his receivership, which shall be preserved 
by the commissioner.

Compensation 
and accounts.
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A N N U AL ST ATE M E N T S.

Companies to 
make annual 
statements.

Form.

Separation of 
industrial and 
ordinary life 
accounts.

Companies 
of foreign 
countries.

Section 101. Every insurance company shall annu
ally, on or before the fifteenth dajr of January, file in the 
office of the insurance commissioner a statement which 
shall exhibit its financial condition on the thirty-first day 
of December of the previous year, and its business of 
that year. For cause the commissioner may extend the 
time within which any such statement may be filed, but 
not to a date later than the fifteenth day of February.

Such annual statement shall be in the form required by 
the insurance commissioner. He shall embody therein, so 
far as appropriate to the several companies, the substance 
of the forms provided for in this section, with any addi
tional inquiries he may require for the purpose of eliciting 
a complete and accurate exhibit of the conditions and 
transactions of the companies. The assets and liabilities 
shall be computed and allowed in such statement in accord
ance with the rules stated in section eleven. Such state
ment shall be subscribed and sworn to by the president 
and secretary, or, in their absence, by two of its principal 
officers. The insurance commissioner may at other times 
require any such statements as he may deem necessarv.

Life insurance companies having both industrial and 
ordinary policies outstanding shall make two annual state
ments, one of which shall cover the industrial department 
and the other the ordinary department; but the aggregate 
income, disbursements and liabilities of each department 
may be carried into its appropriate account in the state
ment of the other department, and the assets of the com
pany shall be so entered in both statements that each shall 
show the company’s entire assets. The apportionment to 
each department of its share of expense for such rents, 
officers’ salaries and other items as are common to both 
departments shall be on the basis of insurance in force in 
each department on the date of making the statement. 
The insurance commissioner may make such further rules 
as he shall deem necessary for carrying out as completely 
as possible the separation of accounts intended by this 
section.

The annual statement of a company of a foreign country 
shall embrace only its business and condition in the United 
States, and shall be subscribed and sworn to by its resi-



175

dent manager or principal representative in charge of its 
American business.

For tiling- each annual statement each foreign company 
shall pay to the commonwealth twenty dollars.

The transaction of any new business by any company 
or its agents which has failed to file a statement in the 
manner herein provided shall, after notice to that effect 
from the insurance commissioner, be unlawful while such 
default continues.

The annual statements made to the insurance commis
sioner, pursuant to this section or other provisions of 
law, shall at least include the substance of that required 
by the following forms : —

F orm  A.—F ir e , M a r in e , a n d  F ir e  and  M a r in e  I n su r a n c e
Co m p a n ie s .

Stock companies, except United States branches of companies of 
foreign countries. 1. Name of company. 2. Location of home 
office. 3. Date of incorporation. 4. Date on which the company 
commenced business. 5. Names of officers and directors. 6. 
Amount of paid-up capital. 7. Amount of ledger assets December 
thirty-one of the previous year.

In c o m e . — 8. Gross and net premiums on policies written or 
renewed. 9. Gross amount received from interest and rents. 10. 
Gross profit on the sale or maturity of ledger assets. 11. Gross 
increase in the book value of ledger assets. 12. Income from all 
other sources.

D isb u rse m e n ts . — 13. Gross and net amounts paid policy holders 
for losses. 14. Dividends to stockholders. 15. Commissions or 
brokerage. 16. Salaries of officers and employees. 17. Rents. 
18. Repairs and expenses on real estate. 19. Taxes on real estate. 
20. Insurance department fees and taxes. 21. Gross loss on the 
sale or maturity of ledger assets. 22. Gross decrease in the book 
value of ledger assets. 23. All other disbursements.

A sse ts . — 24. Book and market value of real estate owned. 25. 
Amount loaned on mortgages on real estate. 26. Loans secured 
by pledge of collateral. 27. Book and market value of stocks 
and bonds owned. 28. Cash in the company’s office and in bank. 
29. Agents’ balances, stating separately the amount of the same 
which represents business written prior to October one next pre
ceding the date of the statement. 30. Bills receivable. 31. In
terest and rents due and accrued. 32. All other assets. From 
the assets of the company there shall be deducted : (a) company’s 
stock owned and loans on the same ; (6) agents’ balances repre
senting business written prior to October one; (c) bills receiv
able past due taken for marine, inland and fire risks ; (d ) loans on 
personal security ; (e) the excess of the book value of ledger assets 
over the market value ; (/) and such other items as the commis
sioner may deem expedient.
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L ia b i l i t ie s . — 33. Gross and net unpaid losses and claims. 34. 
Unearned premiums. 35. Borrowed money and interest thereon. 
36. All liabilities, including the paid-up capital. 37. Surplus over 
all liabilities. 38. Surplus to policy-holders.

E x h ib i t  o f R is k s  a n d  P r e m iu m s . — The exhibit of risks and pre
miums shall show the amount of the risks written or renewed, the 
amount terminated, the amount reinsured and the amount in 
force, with the gross premiums thereon.

F orms B a n d  C. —  Mu t u a l  Co m p a n ie s  a n d  U n it e d  S ta tes  
B r a n c h e s  o f  Co m pa n ie s  o f  F o r e ig n  Co u n t r ie s .

The form of return required from mutual fire insurance compa
nies and from the United States branches of fire insurance compa
nies of foreign countries, and from all other companies except life 
and those reporting under chapters and

of the acts of the year nineteen hundred 
and seven, shall be the same as outlined above, with such modi
fications as the commissioner may deem necessary to make the 
foregoing form applicable to the business of such companies.

F orm  D.— L if e  I n su r a n c e  Co m p a n ie s .

1. Name of company. 2. Location of home office. 3. Date 
of incorporation. 4. Date on which the company commenced 
business. 5. Names of officers and directors. 6. Amount of 
paid-up capital. 7. Amount of ledger assets December thirty- 
one of the previous year.

In c o m e . — 8. First year’s premiums on original policies. 9. Re
newal premiums. 10. Gross amount received from interest and 
rents. 11. Gross profit on sale or maturity of ledger assets. 12. 
Gross increase in the book value of ledger assets. 13. Income from 
all other sources.

D isb u rse m e n ts . — 14. Gross and net amounts paid for losses. 15. 
Annuities involving life contingencies. 16. Premium notes voided 
by lapse. 17. Surrender values paid in cash. 18. Surrender values 
applied to payment of new and renewal premiums. 19. Surrender 
values applied to the purchase of paid-up insurance and annuities. 
20. Dividends paid policy holders in cash. 21. Dividends applied 
to pay renewal premiums. 22. Dividends applied to purchase 
paid-up additions and annuities. 23. Investigation of claims. 24. 
Amount paid on claims on supplementary contracts not involving- 
life contingencies. 25. Dividends to stockholders. 26. Commis
sions and bonuses to agents. 27. Commuted renewal commissions. 
28. Salaries and allowances to agents and agencies. 29. Agency 
supervision. 30. Medical examiners’ fees. 31. Inspection of risks. 
32. Salaries and all other compensation of officers. 33. Rents. 34. 
Advertising, printing, stationery and postage. 35. Legal expenses. 
36. Furniture, fixtures and safes. 37. Insurance taxes, license and 
department fees. 38. Taxes on real estate. 39. Repairs and ex
penses on real estate. 40. Gross loss on sale or maturity of ledger 
assets. 41. Gross decrease in book value of ledger assets. 42. All 
other disbursements.
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A sse ts . — 43. Book and market value of real estate owned. 44. 
Amount loaned on mortgages on real estate. 45. Loans secured by 
pledge of collateral. 46. Loans made to policy holders on the com
pany’s policies assigned as collateral. 47. Book and market value 
of stocks and bonds owned. 48. Deposits in trust companies and 
banks on interest. 49. Deposits in trust companies and banks not 
on interest. 50. Cash in company’s office. 51. Agents’ balances. 
52. Bills receivable. 53. Interest and rents due and accrued. 54. 
Gross and net uncollected and deferred premiums. 55. All other 
assets. From the assets of the company there shall be deducted: 
(a) company’s stock owned, and loans on the same; (6) supplies, 
stationery, printed matter, furniture, fixtures and safes; (c) com
muted commissions; (d) agents’debit balances; (e) cash advanced 
to or in the hands of officers or agents; (/) loans on personal se
curity; (g) bills receivable; (h) premium notes and loans on 
policies, and net premiums in excess of the net value of their policies; 
(i) the excess of the book value of ledger assets over the market 
value; (j) and such other items as the commissioner may deem 
expedient.

L ia b ili t ie s . — 56. Net present value of all outstanding policies 
in force, which shall show the basis of the computation, and the 
amount of liability upon each basis, if more than one is used. 57. 
Net value of risks reinsured. 58. Net reserve. 59. Present value 
of amounts not yet due on supplementary contracts not involved 
in fife contingencies. 60. Liability on policies cancelled and not 
included in the net reserve upon which a surrender value may be 
demanded. 61. Claims for death losses due and unpaid. 62. 
Claims for death losses in process of adjustment. 63. Claims for 
death losses reported, on which no proofs have been received. 64. 
Claims for matured endowments due and unpaid. 65. Claims for 
death losses, and other policy claims resisted by the company. 66. 
The amount due on annuity claims involving life contingencies. 
67. Amount due on supplementary contracts not involved in life 
contingencies. 68. Premiums paid in advance. 69. Interest and 
rents paid in advance. 70. Commissions due agents on premium 
notes when paid. 71. Cost of collecting uncollected and deferred 
premiums in excess of the loading thereon. 72. Commissions to' 
agents due or accrued. 73. Salaries, rents, office expenses and mis
cellaneous bills and accounts due or accrued. 74. Medical exam
iners’ and legal fees due or accrued. 75. State, county and municipal 
taxes due or accrued. 76. Borrowed money and interest thereon. 
77. Dividends or other profits due policy holders, including those 
contingent on outstanding and deferred premiums. 78. Dividends 
declared or apportioned, payable to policy holders during the next 
calendar year, whether contingent upon the payment of renewal 
premiums or otherwise, under annual dividend policies. 79. Divi
dends declared or apportioned, payable to policy holders during 
the next calendar year under deferred dividend policy contracts. 
80. Amounts set apart, apportioned, provisionally ascertained, 
calculated, declared, or held awaiting apportionment upon deferred 
dividend policies. 81. Reserve or surplus funds not otherwise in
cluded in liabilities. 82. All other liabilities, including the paid-up 
capital. 83. Surplus.
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The annual statements of all insurance companies shall 
contain schedules which shall furnish the following infor
mation, and such other data as the commissioner may 
require, to wit : —

S c h e d u l e  A.
P a r t  I .  — Containing an itemized exhibit of the real estate owned, 

and which shall show: 1. Quantity, dimensions and locations of 
lands, with the size and description of buildings, and the nature of 
the incumbrances on the property, if any. 2. The date acquired.
3. Name of vendor. 4. Amount of incumbrances. 5. The actual 
cost to the company, including cost of acquiring title, and, if the 
property was acquired by foreclosure, the amounts expended for 
taxes, repairs and improvements prior to the date on which the 
company acquired the title. 6. The book value. 7. The assessed 
value. 8. The market value. 9. The increase and the decrease 
in the book value during the year. 10. The gross rental, gross 
expenditures for repairs and expenses, the net income on each 
piece of property for each of the last three years, and if any portion 
of the property is occupied by the company for its own use, the 
rental value thereof.

P a r t  I I .  — Containing an itemized exhibit of the real estate 
acquired during the year, which shall show: 1. Quantity, dimen
sions and location of lands, with size and description of buildings, 
and nature of incumbrances, if any. 2. Date of purchase. 3. Name 
of vendor. 4. Cost to the company. 5. Book value.

P a r t  I I I .  — Containing an itemized exhibit of all real estate 
sold during the year, which shall show: 1. Quantity, dimensions 
and location of lands, size and description of buildings, with nature 
of incumbrances, if any. 2. Date of sale. 3. Name of purchaser.
4. Consideration. 5. Cost to the company. 6. Book value at 
time of sale. 7. Profit and loss on same.

Sc h e d u l e  B.
Containing an itemized exhibit of the mortgage loans on real 

estate, which shall show : 1. The name of the mortgagor. 2. The 
year in which the mortgage was given. 3. The year in which it 
matures. 4. The record of the mortgage, showing the county, 
book and page. 5. Amount of principal unpaid. 6. Date on 
which the interest is due, and the rate per annum. 7. Amount of 
interest past due. 8. Amount of interest accrued. 9. Assessed 
value of property. 10. Value of lands mortgaged. 11. Value of 
buildings. 12. Amount of insurance held by the company on the 
buildings. 13. Location and description of the property.

Sc h e d u l e  C.
Containing an itemized exhibit of the loans on collateral securi

ties, which shall show : 1. Name of the borrower. 2. Date, 
maturity, and rate of interest on the loan. 3. Description of 
collateral. 4. Par value of collateral. 5. Market value of collat
eral. 6. Rate used to obtain market value. 7. Amount loaned 
thereon. 8. All substitutions of collateral during the year.
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Sc h e d u l e  D.
P a r t I .  — Containing an itemized account of the bonds owned, 

which shall show : 1. Description of the security. 2. Year of 
maturity and option. 3. Rate of interest and how paid. 4. Cost 
to the company. 5. Book value. 6. Increase and decrease in 
the book value during the year. 7. Par value 8. Market value. 
9. Rate used to obtain the market value 10. Interest due and 
accrued.

P a r t  I I .  — Containing an itemized exhibit of the stocks owned, 
which shall show : 1. The number of shares of each stock owned. 
2. Description of the security. 3. Rate of dividend in each of 
last three years. 4. Cost to the company. 5. Book value. 6. 
Increase aril decrease in the book value during the year. 7. Par 
value. 8. Market value. 9. Rate used to obtain the market value.

P a r t  I I I .  — Containing an itemized exhibit of the stocks and 
bonds acquired during year, which shall show : 1. Date acquired. 
2. Name of vendor. 3. Cost to the company. 4. Book value of 
the same. 5. Par value.

P a r t I V .  — Containing an itemized exhibit of the stocks and 
bonds disposed of during the year, which shall show : 1. Date of 
sale. 2. Name of purchaser. 3. Consideration. 4. Par value.
5. Cost to the company. 6. Book value at date of sale. 7. 
Profit or loss on the same during the year.

In addition to the schedules herein required, every life 
insurance company shall furnish : —

S c h e d u l e  E.
Containing an exhibit showing the largest balance carried in 

each bank or trust company during each month of the year cov
ered by the statement.

S c h e d u l e  F.
Containing an exhibit showing all death claims resisted or com

promised during the year covered by the statement, and all death 
claims resisted on December thirty-one of said year, with the 
reasons for contesting or resisting said claims.

S c h e d u l e  G.

Containing an exhibit of the salaries, compensation and emolu
ments, of whatever amount, received during the year covered by 
the statement by the officers and directors, and when said com
pensation or emoluments amounted to more than five thousand 
dollars, that received by any person, firm or corporation.

Sc h e d u l e  H .

Containing an exhibit showing the salaries paid during the year 
covered by the statement to any representative, either at the home 
office or any branch office or agency of the company, for agency 
supervision.
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G a in  a n d  L o s s  E x h ib i t . — A gain and loss exhibit, which shall 
show the sources of the increase and the decrease in the surplus of 
the company during the year covered by the statement.

S c h e d u l e  I.

Containing an exhibit showing the rates of annual dividends 
paid during the year covered by the statement, and the annual 
premiums per one thousand dollars of insurance at ages twenty- 
five, thirty-five, forty-five and fifty-five, at date of issue, for each 
kind and plan of insurance.

S c h e d u l e  J .

Containing an exhibit showing the rates of dividends paid during 
the year covered by the statement upon deferred dividend policies 
completing their dividend periods during said year, and the annual 
premiums per one thousand dollars of insurance at ages twenty- 
five, thirty-five, forty-five and fifty-five, for each kind and plan 
of insurance.

S c h e d u l e  K.
Containing an exhibit showing the amounts set apart, appor

tioned or provisionally ascertained or calculated during the year 
covered by the statement, or held awaiting apportionment on 
policies with deferred dividend periods longer than one year, and 
the annual premiums per one thousand dollars of insurance at 
ages twenty-five, thirty-five, forty-five and fifty-five, on each kind 
of policy issued.

S c h e d u l e  L.

Containing an itemized exhibit of the unlisted assets held by 
the company on December thirty-one of the year covered by the 
statement, and which are not entered in said statement, which 
schedule shall show : 1. Description of the property. 2. Date 
acquired. 3. Date dropped from the statement. 4. Cost to the 
company. 5. Par value. 6. Market value when dropped. 7. 
Market value December thirty-one of the year covered by the 
statement. 8. Reasons for dropping the same.

MUNICIPAL BUILDINGS INSURANCE FUNDS.
Cities and 
towns may 
establish ' 
municipal 
building in
surance funds.

Section 102. Any city or town which has accepted 
the provisions of chapter one hundred and ninety-one of the 
acts of the year nineteen hundred and five or accepts the 
provisions of this and the three following sections may 
establish and maintain a municipal building insurance 
fund, from which any municipal buildings or other prop
erty damaged or destroyed by fire, lightning or otherwise, 
may be repaired, rebuilt or replaced by other buildings 
or property to be used in lieu thereof.
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S e c t io n  103. Any such city or town may raise money 
for the purposes set forth in the preceding section, not 
exceeding in amount in any one year one twentieth of one 
per cent, of its assessed valuation ; but no money shall be 
raised for such purpose while the amount of the fund 
equals or exceeds one per cent, of such valuation.

S e c t io n  104. The fund established under this act by 
any city or town shall be managed and administered as 
provided in section fifteen of chapter twenty-seven of the 
Revised Laws, by the sinking fund commissioners thereof, 
if such there be, or by any municipal board of commis
sioners or trustees having charge of its trust or sinking 
fund ; and if in any such city or town such commissioners 
or trustees have not been established sinking fund com
missioners shall be elected in the manner provided in 
section fourteen of chapter twenty-seven of the Revised 
Laws.

S e c t io n  105. The provisions of the three preceding 
sections may be accepted by any city by a concurrent vote 
of both branches of the city council, and by any town by a 
majority of the voters present and voting thereon at a 
meeting duly called for that purpose.

PENALTIES.

S e c t io n  106. The person, if other than the insurance 
commissioner or his deputy, upon whose complaint a con
viction is had for violation of the law prohibiting insur
ance in or by foreign companies not authorized to do 
business in this commonwealth, shall be entitled to one 
half of the fine recovered upon sentence therefor.

S e c t io n  107. A person who assumes to act as an insur
ance agent or insurance broker without license therefor 
as herein provided, or ivho acts in any manner in the 
negotiation or transaction of unlawful insurance with a 
foreign insurance company not admitted to do business in 
this commonwealth, or who, as principal or agent, violates 
any provision of this act relative to the negotiation or 
effecting of contracts of insurance, shall be punished for 
each offence by a fine of not less than one hundred nor 
more than five hundred dollars.

S e c t io n  108. A person licensed under the provisions 
of section eighty-eight, who procures or acts in any man
ner in the procurement or negotiation of insurance in any
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Penalty 
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unauthorized foreign company, and who neglects to make 
and file the affidavit and statements required by said sec
tion, or who wilfully makes a false affidavit or statement, 
shall forfeit his license and be punished by a fine of not 
less than one hundred nor more than five hundred dollars 
or by imprisonment for not more than one year, or by 
both such fine and imprisonment.

S e c t io n  109. A company or an agent thereof who 
issues or circulates advertisements in violation of the pro
visions of section eighteen shall be punished by a fine of 
not less than fifty nor more than five hundred dollars.

S e c t io n  110. A company which neglects to make and 
file its annual statement in the form and within the time 
provided by section one hundred and one shall forfeit one 
hundred dollars for each day during which such neglect 
continues, and, upon notice by the insurance commissioner 
to that effect, its authority to do new business shall cease 
while such default continues. For wilfully making a false 
annual or other statement required by law, an insurance 
company and the persons making oath to or subscribing 
the same shall severally be punished by a fine of not less 
than five hundred nor more than five thousand dollars. 
A person who makes oath to such false statement shall be 
guilty of perjury.

S e c t io n  111. For making anjr reinsurance in viola
tion of the provisions of section twenty an insurance com
pany and the agent effecting or acting in the negotiation 
of such reinsurance shall severally be punished by a fine 
of five hundred dollars.

S e c t io n  112. An insurance company which insures 
upon a single risk a larger amount than the law permits 
shall be punished by a fine of five hundred dollars.

S e c t io n  113. An officer or agent of a life insurance 
company who, after notice by the commissioner, issues a 
new policy, in violation of the provisions of section sixty- 
seven, shall forfeit not more than one thousand dollars for 
each offence.

S e c t io n  114. An insurance company or agent who 
makes, issues or delivers a policy of fire insurance in wilful 
violation of the provisions of section sixty shall forfeit not 
less than fifty nor more than two hundred dollars for each 
offence ; but such policy shall be binding upon the com
pany issuing the same.
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S e c t io n  115. A director or other officer of a mutual 
fire insurance company who officially or privately gives 
a guaranty to a policy holder thereof against an assess
ment for which such policy holder is liable shall be pun
ished by a fine of not more than one hundred dollars 
for each offence.

S e c t io n  116 . A paid officer or agent of a domes
tic mutual insurance company who asks for, receives or 
procures to be obtained or uses a proxy to vote in 
violation of the provisions of section forty-three or section 
seventy-six shall be punished by a fine of not less than 
one hundred nor more than three hundred dollars for each 
offence.

S e c t io n  117. Whoever, without justifiable cause, neg
lects, upon due summons, to appear and testify before the 
commissioner as provided in section six, and whoever 
obstructs the commissioner, his deputy or examiner, in 
his examination of an insurance company, shall be pun
ished by a fine of not more than one thousand dollars or 
by imprisonment for not more than one year.

S e c t io n  118. A life company or an officer or agent 
thereof who violates any of the provisions of section 
seventy shall be punished for each offence by a fine of not 
more than one hundred dollars.

S e c t io n  119. A domestic fire insurance company 
which establishes an agency or appoints an agent or 
other person to solicit or transact business for it in a state 
in which such corporation has not been lawfully authorized 
to transact business or which pays or allows a commis
sion or emolument to any person within such state, for 
the solicitation or procurement of insurance upon property 
therein, shall be punished by a fine of not less than three 
hundred dollars.

S e c t io n  120 . Whoever violates any provision of this 
act, the penalty whereof is not specifically provided for 
herein, shall be punished by a fine of not more than five 
hundred dollars.

S e c t io n  121 . Compliance with the provisions of sec
tion ninety as to deposits, obligations and prohibitions, 
and the payment of taxes, fines, fees and penalties by 
and upon foreign insurance companies, may be en
forced in the ordinary course of equity procedure by 
information brought in the supreme judicial court by the
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attorney general at the relation of the insurance commis
sioner.

An insurance agent or broker who acts in negotiating 
a contract of insurance by an insurance company lawfully 
doing business in this commonwealth, and who embezzles 
or fraudulently converts to his own use, or with intent 
to use or embezzle, takes, secretes or otherwise disposes 
of, or fraudulently withholds, appropriates, lends, in
vests or otherwise uses or applies any money or substitute 
for money received by him as such agent or broker, 
contrary to the instructions or without the consent of 
the company for or on account of which the same was 
received by him, shall be deemed guilty of larceny.

S e c t io n  1 2 2 . Chapter one hundred and eighteen of 
the Revised Laws and amendments thereof; chapter three 
hundred and forty of the acts of the year nineteen hundred 
and two ; chapters one hundred and seventy-four and two 
hundred and twenty-three of the acts of the year nineteen 
hundred and th ree; chapters two hundred and forty and 
three hundred and four of the acts of the year nineteen 
hundred and four ; chapters one hundred and ninety-one, 
two hundred and eighty-seven and four hundred and one 
of the acts of the year nineteen hundred and five; and 
chapter three hundred and ninety-six and section seven 
of chapter two hundred and seventy-one of the acts of the 
year nineteen hundred and six, are hereby repealed.

S e c t io n  123. The provisions of this act, so far as they 
are the same as those of existing laws, shall be construed 
as a continuation of such laws and not as new enactments; 
and the repeal by this act of any provision of law shall not 
revive any law heretofore repealed or superseded ; it shall 
not affect any act done, liability incurred, or any right 
accrued and established, or any suit or prosecution, civil 
or criminal, pending or to be instituted, to enforce any 
right or penalty or punish any offence under the authority 
of the repealed laws ; and any person who at the time when 
said repeal takes effect holds office under any of the laws 
repealed shall continue to hold such office according to 
the tenure thereof.
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P art  V .  — A n  A ct relating  to F rater
nal  B eneficiary  A ssociations. (R evised 
L a w s , Ch apter  119. )

B e  i t  en a c ted  b y  the  S e n a te  a n d  H o u se  o f  R e p re se n ta tiv e s  i n  G en era l  
C o u rt a ssem b le d , a n d  b y  the a u th o r ity  o f  the  sa m e , a s f o l l o w s :

S e c t io n  1. Any corporation, society, order or volun
tary association, without capital stock, organized and 
carried on solely for the mutual benefit of its members 
and their beneficiaries, and not for profit, and having a 
lodge system with ritualistic form of work and represent
ative form of government, and which shall make provision 
for the payment of death benefits, is hereby declared to 
be a fraternal beneficiary association.

S e c t io n  2 . Any association having a supreme govern
ing or legislative body and subordinate lodges or branches 
by whatever name known, into which the members shall 
be elected and initiated in accordance with its constitution, 
laws, rules, regulations and prescribed ritualistic ceremo
nies, which subordinate lodges or branches shall be required 
to hold regular or stated meetings at least once in each 
month, shall be deemed to be operating under the lodge 
system.

S e c t io n  3. Any association shall be deemed to have 
a representative form of government when it shall provide 
in its constitution and laws for a supreme legislative or 
governing body, composed of representatives elected 
either by the members or by delegates elected by the mem
bers, together with such other members as may be pre
scribed by its constitution and laws : provided, that the 
constitution or laws of any such association may be 
amended and officers elected by a vote of not less than 
two thirds of the members of the supreme body, which 
body must comprise in its membership a percentage of 
representatives elected by the members or by the dele
gates elected by the members, not less than seventy-five 
per cent, of the total membership of said supreme body ; 
and provided, further , that the meetings of the supreme
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or governing body and the election of officers shall be 
held as often as once in three years. The salaries of 
all officers shall be determined by vote of the supreme 
body.

S ection 4. Except as herein provided, all associations 
designated herein shall be governed by this act, and shall 
be exempt from all provisions of the insurance laws of 
this commonwealth, and no law hereafter passed shall apply 
to them unless they be expressly designated therein.

Section 5. Every association transacting business 
under this act shall provide for the payment of death 
benefits, and may provide for the payment of benefits in 
the case of temporary or permanent physical disability, 
either as the result of disease or accident; and no associa
tion shall issue in this state or offer or promise to issue 
therein any certificate or contract providing for the pay
ment of any other benefit, or which does not provide for 
regular payments or assessments during the entire exist
ence of the contract: provided, that registered rate asso
ciations as hereinafter defined in this act may issue paid-up 
certificates to such certificate holders as elect to discon
tinue further payments, but the original certificate shall 
show the amount for which the paid-up certificate will be 
issued upon the completion of each successive year’s pay
ment. Death and disability benefits shall be provided 
for in separate certificates, and the respective premiums 
therefor shall be separately stated. But nothing herein 
contained shall be taken or construed to prevent any 
association from continuing in good faith all contracts 
made in this commonwealth prior to the passage of this 
act.

S e c t io n  6. The payment of death benefits shall be 
confined to the family, heirs, relatives I>y blood, marriage 
or legal adoption, affianced husband or affianced wife, or 
to a person or persons dependent on the member; but a 
member of any fraternal beneficiary corporation may, 
with the consent of the officers thereof, name as bene
ficiary a home incorporated under the laivs of any state 
maintained and supported by any secret fraternity or 
order for the care and maintenance of its aged, infirm, 
indigent or unfortunate members, or for the care and sup
port of the wife or widow of such member, or for the care, 
support and education of minor children of such members 
or of deceased members, to the extent of the amount dis-
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bursed for the benefit of said member, wife, widow or 
child, by such home, at rate of average cost of mainte
nance thereof, during the period of occupancy of such 
member, wife, widow or child, with any sums expended 
for assessments, dues, tax or other payments by such 
home by reason of such benefit certificates ; and, subject 
to the limitations of this section, another person as bene
ficiary of the remainder.

Section 7. No association shall issue any certificate 
on the life of any person under sixteen or more than sixty 
years of age; nor any death benefit certificate on the life 
of any person who has not been examined by a legally 
qualified practising physician ; nor until the certificate of 
such examination has been approved by an authorized 
medical examiner of such association.

Section 8. Every certificate issued by any associa
tion shall specify a definite amount payable upon the 
happening of the contingency insured against, and the 
time within which the same shall be paid ; and shall pro
vide that, if the regular fixed periodical payments are in
sufficient to pay all matured death and disability claims 
in full and to provide for the reserve funds, if any, re
quired by this act or by its constitution and laws, extra 
assessments shall be levied upon the certificate holders to 
meet such deficiency.

Section 9. Any association may create, maintain, 
disburse and apply a reserve, emergency or surplus fund 
in accordance with its constitution and law's not incon
sistent with the provisions of this act. The funds from 
which the benefits shall be paid and the funds from which 
the expenses of the association shall be defrayed shall be 
derived from periodical or other payments by the mem
bers of the association and from accretions of said funds.

Section 10. In investing its funds a domestic asso
ciation transacting business under this act shall be gov
erned by the provisions of the law of this commonwealth 
relating to the investment of funds by insurance com
panies, except that no such association shall hold or own 
any real estate other than that necessary for use for office 
purposes by the association and not for investment.

Section 11. Every provision for payment by mem
bers of such an association, in whatever form made, shall 
distinctly state the purpose of the same and the proportion 
thereof which may be used for expenses; and no part of
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Organization

the money collected for mortuary or disability purposes, 
and no part of the reserve, emergency or surplus funds, 
or the accretions of either or any of said funds, shall 
be used for expenses; and each association shall keep a 
separate account of all moneys received and disbursed on 
account of death and disability benefits respectively, and 
no part of the funds collected for either class of claims 
shall be used for the payment of claims in the other class.

S e c t io n  12. a. Seven or more persons, residents of 
this commonwealth, may form a corporation for the pur
poses set forth in this act. The agreement of association 
shall state that the subscribers thereto associate them
selves with the intention of forming a corporation, the 
corporate name assumed, the purpose for which it is 
formed, and the city or town, which shall be in this com
monwealth, in which it is established or located. The 
name shall not so closely resemble the name of any cor
poration or insurance company already transacting busi
ness in this commonwealth as to mislead the public or 
lead to confusion. Any lawful, social, intellectual, edu
cational, moral or religious advantages may be set forth 
among the purposes of the association.

b. In case the corporation limits its membership to the 
members of a particular fraternity or religious denomina
tion, or to the employees of a city or town, the common
wealth or federal government, or of a designated firm, 
business house or corporation, to persons of the same 
foreign extraction maintaining common national interests 
and designation, or of the same occupation, the agreement 
of association shall state the maximum amount of the 
benefits to be paid, and designate to which one of the 
classes herein specified its membership is to be limited. 
A corporation so limiting its membership may be on the 
lodge system, or be governed by a direct vote of its mem
bers without the lodge system ; but a corporation not so 
limiting its membership shall be on the lodge system, 
with a representative form of government as defined in 
sections two and three of this act.

c. The first meeting of the associates shall be called by 
a notice signed by one or more of the subscribers to such 
agreement, stating the time, place and purpose of the 
meeting; a copy of which notice shall, seven days at 
least before the day appointed for the meeting, be given 
to each subscriber or left at his usual place of business or
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place of residence, or deposited in the post office, postpaid, 
addressed to him at his usual place of business or resi
dence. Whoever gives such notice shall make an affidavit 
of his doings, which shall be recorded in the records of 
the corporation. At such first meeting, including any 
reasonable adjournment thereof, an organization shall be 
effected by the choice by ballot of a temporary clerk, who 
shall be sworn, and by the adoption of by-laws and the 
election by ballot of directors, president, treasurer and 
clerk, or other officers corresponding thereto, with powers 
and duties similar to those of such officers, and such other 
officers as the by-laws may provide for ; but at such elec
tion no person shall be eligible as a director or other 
officer who has not subscribed the agreement of associa
tion. The temporary clerk shall make and attest a record 
of the proceedings until the clerk has been chosen and 
sworn, including a record of such choice and qualification. 
The president, secretary and a majority of the directors, 
or other officers corresponding thereto, shall forthwith 
make, sign and swe'ar to a certificate of organization in 
duplicate, setting forth a true copy of the agreement of 
association, with the names of the subscribers thereto, the 
date of the first meeting and of the successive adjourn
ments thereof, if any ; and said certificate of organization 
and duly certified copy of the by-laws, and copies of all 
proposed forms of benefit certificates, applications there
for and literature to be issued by such corporation, shall 
be filed with the insurance commissioner, who may require 
such further information as he deems necessary; and if 
the purposes and by-laws of the association conform to 
the requirements of this act and all its provisions have 
been complied with, the insurance commissioner shall so 
certify, and record the agreement of association, one of 
the duplicate certificates of organization and a copy of the 
by-laws approved by him.

d. The insurance commissioner shall then furnish the 
incorporators of such association, if on the lodge plan, 
with a preliminary license, authorizing it to solicit mem
bers for the purpose of completing its organization. It 
shall collect from each applicant the amount of not more 
than one periodical death benefit assessment or payment, 
in accordance with its table of rates as provided by its 
constitution and laws, and shall issue to each such appli
cant a receipt for the amount so collected. But no such
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association shall incur any liability other than for such 
advance payments, nor issue any benefit certificate, nor 
pay or allow, or offer or promise to pay or allow, to any 
person any death or disability benefit until actual bona fide 
applications for death benefit certificates have been secured 
upon at least live hundred lives for at least one thousand 
dollars each, and all such applicants for death benefits shall 
have been regularly examined by legally qualified practis
ing physicians, and certificates of such examinations have 
been duly filed and approved by the chief medical examiner 
of such association ; nor until there shall be established 
ten subordinate lodges or branches, into which said five 
hundred applicants have been initiated; nor until there 
has been submitted to the insurance commissioner under 
oath of the president and secretary or corresponding 
officers of such association a list of such applicants, giving 
their names, addresses, date examined, date approved, 
date initiated, name and number of the subordinate branch 
of which each applicant is a member, amount of benefits 
to be granted, rate of regular payments or assessments, 
which shall not be lower for death benefits than those re
quired by the ‘ ‘ National Fraternal Congress ” table of mor
tality, with interest at four per cent, per annum, except 
those payments or assessments levied or charged for the 
payment of death by accident, or temporary or permanent 
physical disability; nor until it shall be shown to the 
insurance commissioner, by the sworn statement of the 
treasurer or corresponding officer of such association, that 
five hundred applicants have each paid in cash one regular 
payment or assessment as herein provided per one thou
sand dollars of indemnity to be effected, which payments 
in the aggregate shall amount to at least two thousand five 
hundred dollars, all of which shall be credited to the mor
tuary or disability fund on account of such applicants, and 
no part of which may be used for expenses. Said advance 
payments shall during the period of organization be held 
in trust for, and, if the organization is not completed 
within one year as hereinafter provided, returned to, said 
applicants. The insurance commissioner may make such 
examination and require such further information as he 
deems advisable, and, upon presentation of satisfactory 
evidence that the association has complied with all the 
provisions of this act, he shall issue to such association a 
certificate to that effect.
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e. The association, if not on the lodge plan, shall file 
a certificate of -organization, with the certificate of the 
insurance commissioner endorsed thereon; and if on the 
lodge plan, said endorsed certificate of organization, and 
in addition thereto the certificate required by division d 
of this section, in the office of the secretary of the com
monwealth, who, upon the payment of a fee of five dol
lars, shall cause the same, with the endorsements, to be 
recorded, and shall thereupon issue a certificate in the 
following form : -—-

Com monw ealth  of Ma ssa c h u setts .

Be it known that whereas (here the names of the subscribers to 
the agreement of association shall be inserted) have associated them
selves with the intention of forming a corporation under the name 
of (here the name of the corporation shall be inserted), for the purpose 
(here the purpose declared in  the agreement of association shall be 
inserted), and have complied with the provisions of the statutes 
of the commonwealth in such case made and provided, as appears 
from the certificate of the officers of said corporation, duly certi
fied by the insurance commissioner and recorded in this office; 
now, therefore, I (here the name of the secretary shall be inserted), 
secretary of the commonwealth of Massachusetts, do hereby certify 
that said (here the names of the subscribers to the agreement of asso
ciation shall be inserted), their associates and successors, are legally 
organized and established as, and are hereby made a corporation, 
under the name of (here the name of the corporation shall be in
serted), with the powers, rights and privileges, and subject to the 
limitations, duties and restrictions which by law appertain thereto. 
Witness my official signature hereunto subscribed, and the seal of
the commonwealth of Massachusetts hereunto affixed, this..........
...................... day of....................... in the year.........................
(In these blanks the day, month and year of the execution of the cer
tificate shall be inserted.)

The secretary shall sign the same and cause the seal of 
the commonwealth to be affixed thereto, and such certifi
cate shall be conclusive evidence of the existence of such 
corporation at the date of the certificate. He shall also 
cause a record of such certificate to be made, and a certi
fied copy of such record may be given in evidence, with 
like effect as the original certificate.

f .  If  any association whose incorporation is provided 
for in this section fails to secure its certificate of incor
poration and commence business within one year from the 
date of receiving the certificate of the insurance commis
sioner, as provided in division c of this section, its agree-
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ment of association and all proceedings thereunder shall 
become null and void ; and if any domestic corporation 
subject to this act ceases to do business for the period of 
one year, its charter or certificate of organization shall 
become null and void.

Section 13. A domestic fraternal beneficiary corpora
tion may, with the approval of the insurance commissioner, 
change the purposes for which it was organized so as to 
permit it to transact any business authorized by this act. 
Upon such approval the presiding, financial and recording 
officers, and a majority of its other officers having the 
powers of directors, shall file in the office of the secretary 
of the commonwealth a certificate, with the approval of 
the insurance commissioner endorsed thereon, setting 
forth the change in the purposes of the corporation. The 
secretary of the commonwealth shall, upon receipt thereof 
and upon the payment of five dollars, cause such certifi
cate to be filed and recorded in his office. Such action 
shall operate to reincorporate the corporation hereunder, 
but reincorporation shall not be required. Every domes
tic fraternal beneficiary corporation may continue to ex
ercise all the rights, powers and privileges conferred by 
the provisions of this act or of its certificate of incorpora
tion or charter not inconsistent herewith, and shall be 
subject to the provisions of this act, as if reincorporated 
hereunder. '

Section 14. No domestic association shall reinsure 
with or transfer its membership or funds to any association 
not authorized by the insurance commissioner to transact 
business in this commonwealth ; nor shall any such associa
tion reinsure with or transfer its membership or funds to 
any licensed association, unless the said contract of transfer 
or reinsurance has been approved by a two thirds vote of 
the members of the supreme body of each association ; nor 
unless the said contract of transfer or reinsurance is first 
submitted to and approved in writing by the insurance 
commissioners of the states in which said associations are 
organized or incorporated. The members of fraternal 
beneficiary associations shall not vote by proxy.

S ection 15. Foreign associations which are now 
authorized by the insurance commissioner to transact 
business in this commonwealth as herein, defined may 
continue such business, subject to the provisions of this 
act, until the first da}r of July next succeeding its passage ;
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and the authority of such associations may thereafter be 
renewed annually, but in all cases to terminate on the 
first day of the succeeding July. The fee for each such 
license or renewal thereof shall be ten dollars.

Section 16. The minimum rate required by this act, 
of associations on the lodge system hereafter incorporated, 
shall be known as the registered rate, and such associa
tions using the same as registered rate associations. Any 
such association now transacting business in this common
wealth may become a registered rate association by satisfy
ing the insurance commissioner that it has adopted said 
registered rate, and collects from all of its members 
regular mortuary payments or assessments not lower than 
the minimum rate herein required. The insurance com
missioner, in publishing the annual statements of such 
fraternal associations, shall separate and classify the same 
into registered rate associations and non-registered rate 
associations.

Section 17. No foreign association which is not now 
authorized by the insurance commissioner to transact busi
ness in this commonwealth as herein defined shall transact 
any business therein without a license from the insurance 
commissioner. Before receiving such license it shall file 
with the commissioner a duly certified copy of its charter 
or articles of association; a copy of its constitution or 
laws, certified by its secretary or corresponding officer; 
a power of attorney to the commissioner, as hereinafter 
provided; a statement, under oath, of its president and 
secretary or corresponding officers, in the form required 
by the commissioner, duly verified by examination made 
by the supervising insurance official of its home state of 
its business for the preceding y ear; a certificate from the 
proper official in its home state or country that the asso
ciation is legally organized ; a copy of its application and 
certificate, which must show that benefits are provided 
for by assessments upon, or other payments by, persons 
holding similar contracts; and shall furnish the commis
sioner with such other information as he may deem neces
sary to a proper exhibit of its business and plan of 
working ; and if he finds that its assets are invested in 
accordance with the laws of its home state, and that it 
has complied with the provisions of this act relating to 
fraternal beneficiary associations, and has the membership 
and qualifications required of such domestic associations
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organized under this act, he may, if he deems it expedient, 
license such association to do business in this state in 
accordance with and subject to the provisions of this act 
until the first day of the succeeding J uly ; and if the com
missioner deems it expedient, such license may be renewed 
annually, but in all cases to terminate on the first day of 
the succeeding J u ly : provided, however, that no license 
or renewal shall be issued to any association not now 
authorized by the insurance commissioner to transact busi
ness in this commonwealth as herein defined, which collects 
from any of its members assessments or payments for 
death benefits lower than those required by the “ National 
Fraternal Congress” table of mortality, with interest at 
four per cent. For each such license or renewal the asso
ciation shall pay the commissioner ten dollars.

Section 18. Every foreign association now transacting 
business in this commonwealth shall within thirty days after 
the passage of this act, and every such association hereafter 
applying for admission shall before being licensed, appoint 
in writing the insurance commissioner and his successors 
in office to be its true and lawful attorney, upon whom all 
legal process in any action or proceeding against it shall 
be served ; and in such writing shall agree that any lawful 
process against it which is served upon such attorney shall 
be of the same legal force and validity as if served upon 
the association, and that the authority shall continue in 
force as long as any liability remains outstanding in this 
commonwealth.

Copies of such appointment, certified by said insurance 
commissioner, shall be deemed sufficient evidence thereof, 
and shall be admitted in evidence with the same force and 
effect as the original thereof might be admitted. Service 
upon such attorney in duplicate shall be deemed sufficient 
service upon such association : provided, however, that no 
such service shall be valid or binding against any such 
association when it is required thereunder to tile its 
answer, pleading or defence in less than thirty days after 
the date of such service. When legal process against any 
such association is served upon said insurance commis
sioner, he shall forthwith forward by mail one of the 
duplicate copies, prepaid and directed to its secretary or 
corresponding officer. The plaintiff in such process so 
served shall pay to the insurance commissioner at the 
time of such service a fee of two dollars, which shall be
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recovered by him as part of the taxable costs if he pre
vails in his suit.

Section 19. The money or other benefits, charity, 
relief or aid, to be paid, provided or rendered by any 
association authorized to do business under this act shall 
not, either before or after being paid, be liable to attach
ment, trustee or other process, and shall not be seized, 
taken, appropriated or applied by any legal or equitable 
process or operation of law to pay any debt or liability 
of a certificate holder or of any beneficiary.

Section 20. Any domestic association may provide 
that the meetings of its legislative or governing body may 
be held in any state, district, province or territory wherein 
such association has subordinate branches, and all business 
transacted at such meetings shall be as valid in all respects 
as if such meetings were held in this commonwealth. 
But for any association or corporation hereafter organized 
its principal office shall be located in the state, district, 
province or territory in which the association is organized 
or incorporated.

Section 21. Every association transacting business 
under this act shall file with the insurance commissioner 
a duly certified copy of all amendments of, or additions 
to, its constitution and laws within ninety days after the 
enactment of the same. Printed copies of the constitu
tion and laws and of additions or amendments thereto 
certified by the secretary or corresponding officer of the 
association shall be prima facie evidence of the legal 
adoption thereof.

Section 22. Every fraternal beneficiary association 
transacting business in this commonwealth shall annually 
on or before the first day of March file with the insurance 
commissioner, in such form as he may require, a statement 
under oath of its president and secretary or corresponding 
officers of its condition and standing on the thirty-first day 
of December next preceding, and of its transactions for 
the year ending on that date, as shown by its books on 
that d ay ; and such statement shall also recite that all 
transactions of the association then known to the officers 
making the affidavit were then entered on the books of the 
association, and shall also furnish such other information 
as the commissioner may deem necessary to a proper ex
hibit of its business and plan of working. The commis
sioner may at other times require any further statement
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he may deem necessary to be made relating to such asso
ciation .

Section 23. a. The insurance commissioner, or any 
person he may appoint, shall have the power of visitation 
and examination into the affairs of any domestic fraternal 
beneficiary association. He may employ assistants for 
the purposes of such examination, and he or any person 
he may appoint shall have free access to all the books, 
papers and documents that relate to the business of the 
association, and may summon and qualify as witnesses 
under oath and examine itfe officers, agents, employees 
and other persons in relation to the affairs, transactions 
and condition of the association. The association so ex
amined shall pay the expenses of such examination.

b. Whenever after investigation the commissioner is 
satisfied that any domestic association is not paying the 
maximum amount provided in its certificates in full, or is 
in such condition as to render further proceedings hazard
ous to the public or its certificate holders, or is transacting 
business fraudulently, or votes to discontinue business, 
the insurance commissioner may present the facts relating 
thereto to any court of competent jurisdiction, and such 
court shall thereupon notify the officers of such association 
and the insurance commissioner of a hearing; and, unless 
it shall then appear that some special and good reason 
exists why such association should not be closed, some 
person shall be appointed receiver of such association, 
and shall proceed at once to take possession of the books, 
papers, moneys and other assets of the association, and 
shall forthwith, under the direction of the court, proceed 
to close the affairs of the association and to distribute its 
funds to those entitled thereto.

Section 24. No application for injunction or other 
proceedings for the dissolution of, or the appointment of 
a receiver for, any such domestic association shall be en
tertained by any court in this commonwealth unless the 
same is made by the insurance commissioner, as herein 
provided, or by the attorney-general.

Section 25. Whenever the insurance commissioner 
deems it prudent for the protection of the certificate hold
ers in this commonwealth, he or any person whom he may 
appoint may examine any foreign association transacting 
or applying for admission to transact business in this 
commonwealth. The commissioner may employ assist-
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ants for tlie purpose of such examination, and he or any 
person he may appoint shall have free access to all the 
books, papers and documents that relate to the business of 
the association, and may summon and qualify as witnesses 
under oath and examine its officers, agents, employees 
and other persons in relation to the affairs, transactions 
and condition of the association. He may in his dis
cretion accept in lieu of such examination the examination 
of the insurance department of the state or country where 
such association is organized. All examinations made 
under the provisions of this section shall be made with
out expense to the association examined.

If any such association or its officers refuse to submit 
to such examination or to comply with the provisions of 
this section relating thereto, the authority of such associ
ation to transact business in this commonwealth shall be 
revoked until satisfactory evidence is furnished the com
missioner relating to the condition and affairs of the asso
ciation, and during such revocation the association shall 
not transact any business in this commonwealth.

Section 26. When the commissioner on investigation 
is satisfied that any foreign association transacting busi
ness under this act has exceeded its powers or has failed 
to comply with any provision of law, or is conducting 
business fraudulently, or that its condition is such as to 
render further proceedings hazardous to the public or its 
certificate holders, he shall notify the president and secre
tary, or other officers corresponding thereto, of his find
ings, and state the grounds of his dissatisfaction, and 
after reasonable notice require said association on a date 
named to show cause why its license should not be re
voked. If on the date named in said notice such objec
tions have not been removed to the satisfaction of the 
commissioner, or the association does not present good 
and .sufficient reasons why its authority to transact busi
ness in this commonwealth should not at that time be 
revoked, he may revoke the authority of the association 
to continue business in this commonwealth.

Section 27. A fraternal beneficiary association which 
limits its membership as provided in division b of section 
twelve, and a fraternal beneficiary corporation which limits 
its membership to a particular fraternity or religious de
nomination, or to persons of the same occupation or of 
the same foreign extraction maintaining common national
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interests and designation ; or a secret fraternity or order, 
which association, corporation, fraternity or order limits 
death or funeral benefits to not exceeding two hundred dol
lars and disability benefits to not exceeding ten dollars per 
week, or both ; or a fraternal beneficiary corporation which 
limits its membership to employees of towns or cities, the 
commonwealth or federal government, or of a designated 
firm, business house or corporation; or a purely chari
table association or corporation existing on the twenty- 
third day of May, nineteen hundred and five, may transact 
business in this commonwealth without conforming to 
the provisions of this act, except that section nineteen, 
and to corporations division/ 1 of section twelve, shall be 
applicable; but they shall not employ paid agents in 
soliciting new members, nor conduct their affairs as a 
business enterprise or for profit, nor, unless an existing 
secret order or fraternity, pay any but death or funeral 
or disability benefits ; except that annuities and gratuities 
contingent upon disability or long service may be paid 
by corporations which do not pay death benefits, and 
which limit their membership to the permanent employees 
of towns or cities, the commonwealth or federal govern
ment.

Any such limited association may be incorporated, and 
limited fraternal beneficiary corporations may be formed, 
in the manner prescribed in, and shall be subject to, sec
tion twelve of this act, except that division d of said act 
shall not apply.

Domestic corporations, as described in section one of 
this act, but governed by direct vote of their members, 
and limiting their membership to a particular fraternity 
or religious denomination, or to persons of the same 
occupation, or of the same foreign extraction maintaining 
common national interests and designation, and paying 
either death benefits exceeding two hundred dollars or 
disability benefits exceeding ten dollars per week, or 
both, may continue, and those hereafter formed on a like 
basis may have the right, to transact business in this com
monwealth. Such corporations shall be governed by 
sections four, six, eleven, division f  of section twelve, 
thirteen, nineteen, twenty-two, division b of section 
twenty-three, twenty-four and thirty of this act, and 
in addition by the following provisions of this section : 
The officers of such limited corporations shall be elected
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by ballot by the members as often as once in two years. 
Proxies shall not be used in voting. No death benefit 
shall exceed one thousand dollars unless the membership 
exceeds two thousand. Such equitable assessments, either 
periodical or otherwise, shall be made upon the members 
as shall be necessary to carry out the purposes of the 
organization. Paid agents shall not be employed in 
soliciting or procuring members, except that corporations 
which limit their certificate holders to a particular frater
nity may pay members for securing new members and 
may pay local collectors; but any such corporation here
after formed, unless it confines the membership to that of 
a particular order or fraternity in any one county or to a 
lodge of such order or fraternity, shall not contract to pajr 
benefits to its members until it shall satisfy the insurance 
commissioner that it has received at least five hundred 
bona tide applications for membership. W ith the ap
proval of the insurance commissioner in writing, any such 
corporation may transfer its membership and funds to any 
authorized similar corporation.

S e c t io n  28. Every registered rate association shall 
annually in January file with the insurance commissioner, 
in such form and with such data relating to the same as 
he may require, a schedule of all certificates in force on 
the thirty-first day of the preceding December; and said 
commissioner shall annually compute the net value of all 
such certificates on the said thirty-first day of December, 
according' to the “  National Fraternal Congress” table of 
mortality, with interest at four per cent., and furnish the 
association with a certificate of such valuation ; but in 
such computation account shall not be taken of the right 
of the association to levy assessments in addition to the 
regular fixed or periodical payments, when such fixed 
periodical payments are insufficient to meet the liabilities 
of the association.

The net value of all certificates ascertained as herein 
required shall be charged as a liability against the associa
tion in its annual statement, and in the abstract of the 
same published in the commissioner’s annual report.

If  the valuation discloses an impairment, such impair
ment shall be restored within six months by assessing each 
certificate in force with its equitable share thereof, which 
assessment may be paid in cash or note or part cash and 
part note; and if paid by note, said note shall bear inter-

Valuation.
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est at the rate used for computing the reserve as herein 
required ; and any association which neglects or refuses to 
so provide for any such impairment shall not issue any 
new certificates in this commonwealth until it satisfies the 
commissioner that the impairment or deficiency has been 
restored, and that its assets are equal to its liabilities, in
cluding the net value of its certificates computed as herein 
required.

The net value or reserve liability of associations doing 
either or both a sick and accident business shall be com
puted upon the basis of the unearned payments which have 
been made by the certificate holders to the association.

The insurance commissioner may accept in lieu of such 
valuation the certificate of valuation made by the super
vising insurance official of another state or country, pro
vided such valuation is computed as herein required.

S e c t io n  29. Whenever a registered rate association 
has accumulated a surplus over all liabilities, including 
its reserve as computed hereunder, in excess of five per 
cent, of such reserve, it shall annually distribute such 
excess among its members who do not default in their 
payments, such distribution to be in proportion to each 
member’s contribution, and to be applicable, first in liqui
dation of any note or notes theretofore given by said 
member, and thereafter in reduction of future assessments 
or payments.

S e c t io n  30. Any person, officer, member or examin
ing physician who shall knowingly or wilfully make any 
false or fraudulent statement or representation in or with 
reference to any application for membership, or for the 
purpose of obtaining money from or benefit in any asso
ciation transacting business under this act, shall be guilty 
of a misdemeanor, and, upon conviction thereof, shall be 
punished by a fine of not less than one hundred dollars 
nor more than five hundred dollars, or imprisonment in 
the county jail for not less than thirty days nor more than 
one year, or both, in the discretion of the court; and any 
person who shall wilfully make a false statement of any 
material fact or thing in a sworn statement as to the death 
or disability of a certificate holder in anjr such association, 
for the purpose of procuring payment of a benefit named 
in the certificate of such holder, and any person who shall 
wilfully make any false statement in any verified report 
or declaration under oath required or authorized by this
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act, shall be guilty of perjury, and shall be proceeded 
against and punished as provided by the statutes of this 
commonwealth in relation to the crime of perjury.

Any person who shall solicit membership for, or in any 
manner assist in procuring membership in, any such asso
ciation doing a business not authorized by this act, or who 
shall solicit membership for, or in any manner assist in 
procuring membership in any such association not author
ized as herein provided to do business as herein defined 
in this commonwealth, shall be guilty of a misdemeanor, 
and upon conviction thereof shall be punished by a fine 
of not less than fifty nor more than two hundred dollars.

Any such association which neglects or refuses to make 
the returns required by this act shall forfeit five dollars a 
day for each day’s neglect; and for wilfully making a false 
statement the association and the persons making oath 
thereto, or subscribing the same, shall severally, in addi
tion to any other penalty provided hei’ein, be punished 
by a fine of not less than one hundred nor more than five 
hundred dollars.

Any association, or any officer, agent or employee 
thereof, neglecting or refusing to comply with or violating 
any of the provisions of this act, the penalty for which 
neglect, refusal or violation is not specified in this section, 
shall be fined not exceeding two hundred dollars upon 
conviction thereof.

S e c t io n  31. The word “ association” as used in this construction, 
act shall be taken and construed as meaning a fraternal 
beneficiary corporation, society, order or voluntary asso
ciation, as defined in section one, unless qualified to the 
contrary. The words “ domestic association” shall be 
taken and construed as meaning an association organized or 
incorporated under the laws of this commonwealth. The 
words “  foreign association ” shall be taken and construed 
as meaning an association organized or incorporated under 
the laws of another territory, district, state, province or 
country. All provisions of each section of this act except 
as otherwise provided shall be taken and construed as 
applying to both domestic and foreign associations.

S e c t io n  3 2 . Chapter one hundred and nineteen of the Kepeai. 
Revised Laws, and all acts or parts of acts additional 
thereto or amendatory thereof, and all acts or parts of 
acts inconsistent herewith, are hereby repealed.

Section 33. This act shall take effect when approved.
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P a r t  V I .  —  A x  A c t  r e l a t i n g  t o  A s s e s s m e n t  
I n s u r a n c e . ( R e v i s e d  L a w s , C h a r t e r  1 2 0 .)

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

Section 1. Every contract whereby a benefit is to 
accrue through the death of the insured by accident or 
his physical disability from accident or sickness to a 
party or parties named therein, which benefit is con
ditioned, not upon fixed payments but upon the collection 
from time to time of an assessment upon persons holding 
similar contracts, shall be a contract of insurance on the 
assessment plan ; and the business involving the issuance 
of such contracts shall be carried on in this common
wealth only by duly organized corporations subject to the 
provisions and requirements of this a c t; but fraternal 
beneficiary organizations conducting their business in 
accordance with the provisions of chapter 
of the acts of the year nineteen hundred and seven shall 
be exempt from the provisions of this act.

Section 2. The certificate of incorporation of an exist
ing corporation shall have the force and effect of a special 
charter, and shall be conclusive evidence of the existence 
of such corporation. A certified copy of the record of 
such certificate in the office of the secretary of the com
monwealth may be given in evidence with like effect as 
the original certificate.

Section 3. The directors and other officers shall be 
elected by ballot by the policy holders of the corporation 
at least biennially, and shall hold office until their succes
sors are elected and qualified.

Section 4. Every policy issued by any such corpora
tion shall specify the amount of money which it promises 
to pay upon the contingency insured against, which shall 
not he larger than the amount of one benefit assessment 
upon the entire membership, and the number of days 
after satisfactory proof of the happening of such contin
gency at which such payment shall be made; and upon 
the occurrence of such contingency, the beneficiary may
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maintain an action upon such policy in his own name; 
and the indebtedness thereon shall be a lien upon all the 
property of the corporation, with priority over all in
debtedness thereafter incurred, except as hereinafter pro
vided in case of the distribution of assets of an insolvent 
corporation.

S e c t io n  5 . A corporation which is subject to the ruks^-elnsur- 
provisions of this act may reinsure with or transfer its ance.’ete. 
membership, policies and funds to any other corporation 
which is authorized to do business under this act. The 
agreement of transfer or reinsurance shall first be submitted 
to and approved by a two thirds vote of a meeting of the 
insured called to consider the same, of which meeting a 
written or printed notice shall be mailed to each policy 
holder at least ten days before the day fixed for said meet
ing ; and if said transfer or reinsurance shall be approved 
every policy holder of said corporation who shall file with 
the secretary thereof within five days after said meeting 
written notice of his preference to be transferred to a cor
poration other than that named in the contract shall be 
accorded all the rights and privileges if any in aid of 
such transfer as would have been accorded under the terms 
of the said contract had he been transferred to the cor
poration named therein. Such vote of approval of a con- D issolution 

tract of reinsurance or transfer shall operate to dissolve Sy remsur-10n 
the corporation, and all liability upon its policies shall !mce' 
cease at the expiration of the before-mentioned five days 
following such vote, but its officers may thereafter per
form any act necessary to close its affairs. If such vote 
of approval of reinsurance or transfer shall include an 
agreement for the transfer of an emergency fund to the 
reinsuring corporation, the insurance commissioner may 
approve an order therefor; and thereupon the treasurer 
and receiver-general shall transfer said emergency fund 
in accordance with said agreement.

S e c t io n  6 . If, upon examination, the insurance com- Suspension of 
missioner is of opinion that any such corporation is insol- corporation* to 
vent, or has exceeded its powers, or has failed to comply dot)usmess- 
with any provision of law, or that its condition or man
agement is such as to render its further transaction of 
business hazardous to the public or to its policy holders 
or to its creditors, or that it is attempting to compromise 
with its creditors on the ground that it is financially un
able to pay its claims in full, he shall report the facts to



206

Em ergency 
fund  to be 
accum ulated .

Investm en t of 
fund .

D isposition  of 
fu n d  w hen 
co rpo ra tion  
d iscon tinues 
business.

L iab ility  of 
officers fo r 
fa ilu re  to 
assess.

the attorney-general, who shall thereupon apply to the 
supreme judicial court or the superior court for an injunc
tion restraining such corporation from the further prose
cution of business. The court may issue an injunction 
forthwith, and may, after a full hearing, make the injunc
tion perpetual, and may appoint agents or receivers to 
take possession of the property and effects of the company 
and to settle its affairs, subject to such rules and orders 
as the court may from time to time prescribe.

S e c t io n  7. Such corporations shall provide in their 
contracts with policy holders for the accumulation of an 
emergency fund, which shall be at all times not less than 
the proceeds of one benefit assessment on all policy 
holders thereof; said fund, together with the income 
thereon, shall be a trust for the payment of death and 
disability claims. Said fund shall be invested in securi
ties in which insurance companies are allowed by law to 
invest their capital, and such securities shall be deposited 
in trust with the treasurer and receiver-general; but the 
corporation shall have at all times, on approval of the 
insurance commissioner, the right to exchange any part 
of said securities for others of a like amount and character. 
Any portion of said emergency fund may be drawn by a 
requisition, signed by two thirds of the directors and in
dorsed by the insurance commissioner, setting forth that 
the same is to be used for the purposes of said trust. If 
such corporation shall discontinue business the supreme 
judicial court or the superior court may appoint a receiver 
to administer any unexhausted portion of said fund, which 
shall be used, less such compensation, not to exceed five 
per cent, thereof if the assets exceed five thousand dollars, 
as the court may allow the receiver : first, in the payment 
of accrued claims upon policies, and if insufficient to pay 
such claims in full, in their payment pro rata; second, if 
a balance remain, in the payment of like claims thereafter 
accruing in the order of their occurrence.

S e c t io n  8 . The officers of a corporation refusing or 
neglecting, for sixty days after the filing of satisfactory 
proof of the accidental death of a policy holder, if the 
claim arising thereon is not disputed and if the benefit or 
emergency fund is not sufficient to pay said claim, to levy 
an assessment to provide for its payment, shall thereby 
become liable to the beneficiary under said policy in an 
amount not exceeding the face of said claim.
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S e c t io n  9. A corporation transacting the business 
of insurance under the provisions of this act shall tile 
with the insurance commissioner the name and residence 
of each person it shall appoint or employ to act as its 
agent within this commonwealth; and whoever shall as
sume to act as such agent, or shall, on behalf of such 
corporation, in any manner for compensation aid in nego
tiating contracts of insurance for a person other than 
himself, before such notice of appointment or employ
ment is filed, shall be punished as provided in section 
seventeen.

S e c t io n  10. A person soliciting assessment insurance 
for, or in any manner assisting in placing such insurance 
in, any corporation or organization not authorized to do 
business in this commonwealth shall be punished as pro
vided in section seventeen.

S e c t io n  11. No corporation doing business under this 
act shall issue a policy in favor of any person as bene
ficiary who has no insurable interest, and an assignment 
of a policy to a person having no such interest shall ren
der such policy void. No such corporation shall insure 
any person who is more than seventy years of age when 
the policy is issued, except in case of transfer or reinsur
ance as provided in section five. Every call for pay
ments by the policy holders shall distinctly state the 
purpose of the same, and if any part of the amount called 
for is to be used for expenses the call shall clearly state 
how much. Funds received from benefit calls shall be 
expended only in the payment of benefits.

S e c t io n  12. Every policy issued by such corporation, 
which policy contains any reference to the application of 
the insured, or the constitution, by-laws or other rules 
of the corporation, either as forming a part of or affecting 
the policy or contract between the parties thereto, shall 
contain or have attached to said policy a correct copy of 
the application as signed by the applicant, and the portions 
of the constitution, by-laws or other rules referred to ; and 
unless so attached and accompanying the policy, no such 
application, constitution, by-laws or other rules shall be 
received as evidence in any controversy between the par
ties to or interested in said policy, and shall not be con
sidered a part of the policy or of the contract between 
such parties. Said policy, application, constitution, by
laws or other rules shall be plainly printed, and no por-
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tion thereof shall be in type smaller than brevier ; but the 
provisions of this section shall not apply to health certifi
cates or contributional receipts or other evidences used in 
reinstatement of a policy.

Section 13. Every corporation doing the business of 
insurance under the provisions of this act shall annually, 
on or before the first day of February, return to the in
surance commissioner, in such manner and form and includ
ing such information as he may require, a sworn statement 
of its affairs for the year ending on the preceding thirty- 
first day of December. Such statement shall be signed 
and sworn to by the president and secretary of the corpo
ration or, in their absence, by two of its principal officers. 
A corporation which wilfully makes and a person who 
wilfully makes oath to or subscribes a false statement, if 
the statement is required by law, shall be punished by a 
fine of not less than five hundred nor more than five thou
sand dollars, and such person, if he has made oath to such 
statement, shall also be guilty of perjury. The insurance 
commissioner may personally or by his deputy, examiner 
or chief clerk visit each domestic insurance corporation 
doing business on the assessment plan and thoroughly in
spect and examine its affairs to ascertain its financial con
dition, its ability to fulfil its obligations, and whether it 
has complied with the provisions of law, and such other 
facts as may indicate the effect of its methods and busi
ness management upon the future of the . corporation. 
For the purposes aforesaid the commissioner or person 
making the examination shall have free access to all the 
books and papers that relate to the business of such cor
poration and to the books and papers kept by any of its 
agents, and may summon, administer the oath to and 
examine as witnesses the directors, officers, agents and 
trustees of any such corporation and any other persons, 
relative to its affairs, transactions and condition. The in
surance commissioner may require at any time of the officers 
of any corporation transacting business under the provi
sions of this act such evidence, under oath or otherwise, 
relative to the affairs of the corporation as he may consider 
necessary.

Section 14. The benefit to be paid by any corpora
tion authorized to do the business of insurance under the 
provisions of this act shall not be liable to attachment by 
trustee or other process, or be seized, taken, appropriated
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or applied by any legal or equitable process, nor by 
operation of law, to pay any debt or liability of a policy 
holder, or any beneficiary therein.

S e c t io n  15 . A person who knowingly or wilfully Penalty on 
makes a false or fraudulent statement or representation in Einlfai/e1 
or relative to an application for insurance, or for the pur- statement> etc. 
pose of obtaining any money or benefit, in a corporation 
transacting the business of insurance under the provisions 
of this act, shall be punished by a fine of not less than one 
hundred nor more than five hundred dollars or by im
prisonment for not less than thirty days nor more than 
one year, or by both such fine and imprisonment ; and a 
person who wilfully makes a false statement of a material 
fact or thing in a sworn statement as to the death or dis
ability of a policy holder in such corporation, for the pur
pose of procuring payment of a benefit named in the policy 
of such holder, shall be guilty of perjury.

S e c t io n  16. A corporation existing under the laws Remcorpora- 
of this commonwealth, and now engaged in transacting tlon,etc' 
the business of insurance on the assessment plan, may con
tinue to exercise all rights, powers and privileges con
ferred by this act, or its articles of incorporation not 
inconsistent herewith, subject to the provisions of this act.
The certificate of incorporation or the charter of any cor
poration subject to the provisions of this act shall become 
invalid if during a period of twelve months no business is 
transacted thereunder.

S e c t io n  17. A corporation transacting in this com- Penalty, 
mon wealth insurance on the assessment plan and an agent 
or officer of such corporation neglecting to comply with 
or violating any provision of this act shall be punished by 
a fine of not less than one hundred nor more than five 
hundred dollars.

S e c t io n  18 . Except as hereinbefore and in chapter Provisions 
of the acts of the year nineteen hundred applicable' 

and seven specifically provided, all insurance or benefit con
tracts relative to insurance on the assessment plan within 
this commonwealth, or with residents thereof, shall be 
governed by the provisions and be subject to the limita
tions of chapter of the acts of the year
nineteen hundred and seven.

S e c t io n  19. Any domestic corporation now doing certaincorpo- 
business under the provisions of chapter eaiTyonthe
of the acts of the year nineteen hundred and seven, whether agBessment

insurance, etc.
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how  consti
tu ted  in certa in  
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originally incorporated under such act or not, which limits 
its certificate holders to a particular order or fraternity, 
may at any time within seven years from the fourteenth 
day of March, nineteen hundred and four, at a meeting 
called for the purpose, adopt the provisions of this and 
the four following sections, and may thereafter carry on 
the business defined in section one of this act, and may, 
in addition thereto, provide for the payment of funeral 
benefits, not exceeding one hundred dollars, in ease of the 
death of the assured by sickness, and shall thereafter con
duct such business under the provisions of this act, and 
shall be deemed an assessment insurance company.

Section 20. Such vote and adoption shall not in any 
way affect the existing business of such adopting com
pany, nor prevent its continuance, nor annul or cancel 
the membership of such company, nor annul, cancel, 
modify or affect in any way its policies or certificates of 
insurance, but all certificates in force and outstanding 
when the provisions of this section and sections nineteen, 
twenty-one, twenty-two and twenty-three of this act are 
adopted by any such company shall continue in full force 
and effect in all their provisions, agreements and under
takings as the contracts, policies and certificates of such 
adopting company. Such policies or certificates shall be 
construed according to the provisions of law under which 
they were issued, and any defences or evidence relative 
to such policies open under such provisions shall consti
tute a defence and shall be received as evidence in any 
controversy between the parties to or interested in said 
policies or certificates.

Section 2 1 . If a benefit certificate has been lawfully 
issued and the beneficiary named therein shall have died, 
the member, with the consent of the officers of the com
pany, and under such rules as they may prescribe, may 
have any other person, having an insurable interest and 
permitted by the by-laws, substituted as beneficiary 
therein. Said company may by by-law provide that 
should a member become entitled to a benefit before he 
shall have paid a benefit assessment the company may, as 
a condition precedent to the payment of the benefit, re
quire such member to pay the amount of one such assess
ment. Standing committees or boards having prescribed 
duties under the by-laws, including those the members of 
which are by such by-laws made directors or other officers
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corresponding thereto, may be constituted by the election 
of one or more members thereof annually, to serve for 
not more than three years under any one election. No 
person shall be elected or appointed to an administrative 
position for more than three years at any one election or 
appointment.

Section 22. Any company adopting the provisions 
of this section and sections nineteen, twenty, twenty-one 
and twenty-three shall tile in the office of the secretary of 
the commonwealth a copy of the vote of adoption, certified 
by its clerk or recording officer, within thirty days after 
the final adjournment of the meeting at which the vote 
was passed, and thereafter such company shall be subject 
to the provisions of this act.

S e c t io n  23. No amendments hereafter made to any 
fraternal or assessment act shall apply to corporations or 
associations doing business under the provisions of the 
four preceding sections of this act, unless such amend
ments are specifically made applicable thereto.

Section 24. Chapter one hundred and twenty of the 
Revised Laws, chapter two hundred and twenty-seven of 
the acts of the year nineteen hundred and three and chapter 
one hundred and fifty-five of the acts of the year nineteen 
hundred and four are hereby repealed.

Section 25. The provisions of this act, so far as they 
are the same as those of existing laws, shall be construed 
as a continuation of such laws and not as new enactments ; 
and the repeal by this act of any provision of law shall 
not revive any law7 heretofore repealed or superseded ; it 
shall not affect any act done, liability incurred, or any 
right accrued and established, or any suit or prosecu
tion, civil or criminal, pending or to be instituted, to en
force any right or penalty or punish any offence under the 
authority of the repealed laws; and any person w7ho at 
the time when said repeal takes effect holds office under 
any of the laws repealed shall continue to hold such 
office according to the tenure thereof.

Term of office 
limited.

Certificate to 
be filed with 
secretary of 
the common
wealth, etc.

Certain 
amendments 
hereafter made 
not to apply.

Repeal.

Construction.
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P art VII. — Suggested  Changes not advisable

TO ADOPT.

G e n e r a l  L a w  f o r  O r g a n iz a t io n  o f  N e w  C o m p a n i e s .

According to tlie present law, neither a stock nor a mutual 
life insurance company may organize except by special act of 
the Legislature. All of our domestic companies owe their ex
istence to special legislative act.

While it is true that as a rule general laws are preferable, 
we believe that in the case of life insurance companies special 
acts are sounder in policy, and that no change should be made 
in the present law. To properly safeguard public interests a 
general law might be so stringently drawn that its restrictions, 
although affording absolute protection to possible insurers, would 
operate as a practical prohibition upon the organization of new 
companies. I t is hardly conceivable that' five hundred persons 
could be secured to-day who would subscribe for one million 
dollars of insurance in hopes of establishing a new mutual com
pany. There are already too many well-established companies, 
and the competition is too close, for this to be likely. On 
the other hand, a general law at all loose in its provisions would 
permit the launching of companies by incorporators who would 
never be allowed a charter if they were to appear before a 
Legislature.

Indeed, life insurance is too serious a matter for it to be 
allowed that experiments be made upon the insuring public 
when there is any possibility of the public suffering thereby. 
Between ultra conservatism on the one hand and possible in
security on the other, we believe the operation of the special 
act to be most desirable. I t  is only occasionally that a life in
surance company seeks to organize, and it is no great hardship
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to require incorporators to come before the Legislature and to 
convince it that they are sincere, capable, and are men of such 
personal and financial standing in the community that their 
plan of operation has behind it the added guarantee that pro
ceeds from those qualities. Under those circumstances, a com
pany may well be allowed to hold out inducements to the in
suring public.

We have already in this report discussed the “ over-the- 
counter ” plan of selling insurance, and have submitted there
with a bill to incorporate a company now projected.

S t a t e  D ir e c t o r s .

In the discussion of the election of officers we have considered 
the policy holder as one thoroughly aroused, and awaiting only 
the opportunity to make his influence felt in the conduct of the 
company’s affairs. There is, unfortunately, much evidence to 
contradict this assumption; certainly the attitude of the Equi
table policy holders (from whom some choice of directors was 
sought by the reform administration) was most apathetic, — 
and this in the face of an unparalleled public agitation over 
insurance matters, with the Equitable Life Assurance Society 
as one of the conspicuous figures.

To remedy this apparent disregard of the assured for ob
taining representation upon the board of directors through ef
forts of their own, the proposal has been made that the Gov
ernor of the Commonwealth appoint two State directors for each 
domestic mutual life insurance company voting in favor of 
such system of directors. Whether education will in time lead 
the policy holder to a more effective exercise of his newly 
acquired opportunities, we are by no means certain; we can
not, however, endorse this method of remedying the situation. 
Worthy as may be the object of such a device, we feel that it 
is merely cumulative; that, as an addition to measures herein 
advocated, — as a means of access to the lists, detailed account
ing and publicity, — it would weaken rather than strengthen



the system of protection which we have afforded the policy 
holder.

With State-appointed directors representing in theory the 
body of policy holders, will it not be the natural result that the 
policy holder will be characterized by even greater inertia than 
that of the past, secure in the thought that the State is safe
guarding his interests, and content to turn his attention else
where ? I f  it is our purpose to bring to every mutual policy 
holder the realization that he, with his associates, constitxites 
the company, and that it is equally his privilege and his duty 
to maintain a close surveillance over the operations of the com
pany, we defeat that end by removing from him the incentive 
to take part in the affairs of the company by casting the re
sponsibility upon the Commonwealth. And, however free of 
responsibility, legally or morally, the State may be for the 
effectiveness of these directors, it is undeniable that in the 
popular mind there will be reliance upon them, and a corre
sponding lack of vigilance on the part of policy holders and 
public. In this Commonwealth the plan of supervision has 
been to a great degree built up about the Insurance Commis
sioner. His powers have been broad, — and very properly, — 
as the history of insurance regulation in Massachusetts bears 
witness. Accordingly, in view of the heavy duties now resting 
upon the State, we do not regard it expedient to increase the 
burden, when, as demonstrated, the real benefit to the policy 
holder may be doubted.

It has been pointed out that the Commonwealth has in its 
policy furnished a precedent for State directors in the case of 
certain railroad corporations. Here, however, the State was 
directly financially interested; and an even clearer example of 
financial interest was to be seen in the State’s representation 
upon the directorate of the now obsolete State banks. At the 
present time the State lias deemed it wise to appoint one di
rector upon the boards of certain collateral loan associations, 
to safeguard the interests of pledgers. We believe this to be



216

more nearly analogous to the case of life insurance corporations; 
but, at the same time, the principle applicable to loan associa
tions, where the persons sought to be protected are not only 
without voice in the affairs of the corporation, but of a poorer, 
more dependent class, hardly holds true with regard to mutual 
life insurance policy holders, who possess certain well-established 
rights by virtue of their corporate identity, are of a class natu
rally more competent to look after their own interests, and are 
even under present law afforded a high degree of protection 
from the State. We do not, therefore, regard the precedents 
mentioned sufficiently analogous to life insurance to warrant a 
supervisory measure which would seriously counteract influ
ences which we are in hopes of seeing exerted to lead policy 
holders to a more active participation in the company’s affairs.

C o m p u l s o r y  A u d i t s  o f  I n s u r a n c e  C o m p a n i e s  b y  C e r t i f i e d  

P u b l i c  A c c o u n t a n t s .

With the suggestion that the function of auditing insurance 
companies be exclusively delegated to certified public account
ants, and that our insurance companies be compelled to submit 
to their examination at stated intervals, wTe are not in accord.

Relative to the expense and consequent burden upon the policy 
holders of examinations by public accountants, we are impressed 
with the argument of Commissioner Cutting in the report of 
1906, as follows: —

After two moderate-priced and enlightening examinations, con
ducted respectively by the Prick committee and the New York in
surance department, came the examination by “ public accountants.” 
This cost $202,118.36, including in the amount a few thousand 
dollars for subsistence and other out-of-pocket expenses, but noth
ing for cost of appraisal of real estate owned by the company or 
securing its mortgages, which cost over $50,000 additional. It ap
pears from the bill rendered that three classes or grades of account
ants were employed in the work, as follows: —
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R a t e  p e r  
D a y . N o .  o f  D a y s . A m o u n t  p a i d .

“ P r in c ip a ls ,” ............................................ $50 l,0 3 3 f $51,687 50

“ A c c o u n ta n ts ”  ( s e n io r ) , 25 l,8 7 3 f 46,834 38

“ A s s is ta n t  a c c o u n ta n ts ,” 15 6 ,923f 103,854 38

$202,376 26

This is probably the high-water mark for cost in the examina
tion of the financial affairs of any corporation in this country. In 
fact, it is not too much to say that no insurance department would 
ever have thought of making an examination at such an enormous 
expense, and no company would have stood such a charge by an in
surance department.

Now, is the conclusion from this that examinations by public ac
countants are not desirable? By no means. Systematic audits of 
income and disbursements of corporations by outside accountants 
are useful and perhaps necessary, but it is doubtful if it is neces
sary to go to such expense as the policy holders are called upon to 
stand in these cases.

After an exhaustive hearing and mature deliberation upon 
this subject, we are of the opinion that, with all due recognition 
of the competency of the certified public accountants, it is hardly 
wise to require insurance companies to undergo compulsory 
audits by them. It cannot be maintained that our department 
has ever exercised its functions in a perfunctory manner, or, 
indeed, has ever been backward in criticism of insurance com
panies.

We are convinced that the Insurance Commissioner, with such 
powers of examination and inspection as he now possesses, and 
with their scope more clearly and extensively defined, as herein 
proposed, would be entirely competent to select an expert ac
countant or accountants when he deemed that occasion required, 
without being limited in his choice.
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P r iz e s  a n d  B o n u s e s .

A limitation by law of the expenses of insurance companies 
in the legitimate administration of the business seems to this 
committee impracticable and unnecessary, and doubly so since 
the adoption of standard forms of contract elsewhere recom
mended in this report will reduce competition to a plane of 
practical uniformity. Success in the contests for new business 
will then depend chiefly upon dividend results, and the rivalry 
between companies will therefore necessarily be in economies 
most conducive to that end. In  view of these new conditions 
in the field of life insurance, which will soon obtain elsewhere 
and must accordingly affect Massachusetts companies, legisla
tive prohibition of prizes and bonuses to agents to stimulate 
activity, as recommended by the Massachusetts special commis
sion of the present year, seems to this committee unnecessary, 
and therefore no extension of the present law is advised. We 
see no reason why the form of compensation should be a matter 
of legislative enactment.

D i s c r i m i n a t i o n , c o m m o n l y  c a l l e d  “  R e b a t i n g . ”

One of the evils resulting from inordinate competition among 
insurance companies in the strife for expansion is the giving of 
rebates as an inducement for business by over-zealous agents, 
who think more of the immediate commission than of the morals 
of the transaction or of the best interests of the companies. I t is 
obvious that an insurant who has once been given a rebate .upon 
his premium is not unlikely to let his policy lapse, expecting to 
repeat the transaction annually. This would be to his evident 
advantage, hut an injury to the company and to its policy 
holders, the cost of new business being in excess of the initial 
premium. In this Commonwealth the giving of a rebate has 
been punishable by a fine since 1887. I t  has been suggested 
that the law be amended to accord with the recently passed 
Hew York statute, which makes the receiver of a rebate equally 
liable with the one who gives or offers such an inducement;
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but, in view of the difficulty in securing evidence under the 
present law, such an extension of its provisions would, in our 
judgment, make detection even more difficult, and we therefore 
do not recommend it. The fact that the national committee on 
uniform insurance legislation has recommended the adoption 
of our anti-rebating law verbatim, would seem to indicate that 
it is ample to correct and restrain this evil. The most effective 
means to eradicate rebating is, after all, to be found in the in
fluence a company should exert upon its agents in discounte
nance of such methods of securing new' business.

L i m i t a t i o n  o f  E x p e n s e s .

On the subject'of limitation of expenses we agree with the 
report of the Commission to Recodify the Insurance Laws, and 
recommend no legislation thereon, either in limitation of ex
pense to loadings, or in limiting arbitrarily the compensation 
to agents. I t is impossible by legislation to fix an amount 
that may be wisely expended in getting new business or in the 
placing of sound investments. We refer to House Document, 
Ho. 1375, of the year 1906, for further information on this 
subject.

L i m i t a t i o n  o e  A m o u n t  o p  B u s i n e s s .

We are in accord with the conclusions of the Commission to 
Recodify the Insurance Laws, as set forth in House Document, 
Ho. 1375, of the year 1906, that no legislation is necessary 
limiting the amount of business to be done by Massachusetts 
companies. While in general we have proceeded upon the theory 
that we should provide for possible circumstances of the future, 
it seems too remote a contingency that our domestic companies 
should require a limit such as has been imposed in Hew York 
(chapter 326, section 32 [Section 96]) to warrant legislation 
thereon. Furthermore, should it ever become necessary to im
pose restrictions upon Massachusetts companies on account of 
the excessive amount of business being written, it would not be 
difficult for the Legislature to take such action before harm had
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resulted from the tendency shown. Herein this may be dis
tinguished from other matters where, although no present abuses 
are to be seen, the possibility of malfeasance must be provided 
against; for in those cases, when once an evil has come to light, 
subsequent legislation is powerless to repair the damage already 
accomplished.

Too small a proportion of the insurance business has in the 
past been written by our domestic companies. With all regard 
for conservative growth, we believe it would be advantageous 
to the Massachusetts companies to count among their policy 
holders an increased number of Massachusetts citizens whose 
intelligent consideration had led them to choose their home com
panies.

V a l u a t i o n  o f  P o l i c i e s .

According to the provisions of our present law, policies are 
valued for the purposes of estimating the required reserve upon 
what is called the “ net valuation ” method. The recent Hew 
York law has provided for the valuation of policies by the 
“ select and ultimate ” method. A third method of valuation 
employed elsewhere is the “ preliminary term ” method. The 
report of the Commission to Recodify the Insurance Laws has 
treated this subject at considerable length, and with the con
clusions and reasons therefor we concur. The method now in 
use by our department requires of companies transacting busi
ness in this Commonwealth a high standard of solvency. We 
see no good reason for making a change, and believe that if our 
present standard were to be lowered it would afford an entrance 
to companies whose presence would be most undesirable.

S U R R E N D E R  V A L U E S .

We have recommended in Part II I . of this report certain 
changes in the law relative to the payment of surrender values 
(Revised Laws, chapter 118, section 76). I t  has also been 
urged by some of those wTho have appeared before us that com
panies should be required to give surrender value after the pay
ment of two full annual premiums, instead of after three, as
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the law now provides; and that the present method of com
puting surrender charges is inequitable, and should be changed. 
We are not convinced that it would be wise at this time to amend 
the law as above suggested, for we do not regard the facts as 
established that the present law allows a company to withhold 
from a policy holder who surrenders his policy a greater amount 
than is necessary to compensate the other policy holders for the 
loss they have sustained through his withdrawal. The ques
tion is at best one of actuarial nicety, and even those who offer 
substitutes for the present method of compensation are far from 
agreement upon any one proposition. As the law prescribes 
only the maximum charge which shall be made, we believe that 
competition will be effectual in leading our domestic companies 
to offer the largest possible surrender values consistent with the 
interests of policy holders.

C o x c l u s i o x .

In  addition to the suggestions discussed above, others have 
been made to the committee upon various minor points. The 
committee have given these matters careful consideration, but 
regard it unnecessary to further extend this report by recording 
the reasons which have prevailed against such changes. Mat
ters relative to life insurance have occupied the principal at
tention of the committee, for investigations in other States have 
been focused upon this form of insurance, and have brought 
forth the greatest fund of information and shown herein the 
principal necessity for legislation. Your committee have not 
endeavored to evolve innovations; they realise that it is hardly 
possible to be original and at the same time rational upon a 
subject which has been so fully discussed in all its aspects as 
insurance. Our main object has been to present an insurance 
law which will meet not only the requirements of the present 
day, but prove adequate for contingencies which experience 
here or elsewhere shows possible for the future. The necessity 
of many of the changes recommended herein has been univer
sally recognized. There are some also whose general purpose
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most students of insurance approve, but differences of opinion 
have arisen in the working out of certain details. We are aware, 
moreover, that other matters upon which we recommend legisla
tion, aside from the consideration of details, are still subjects of 
controversy as to their general merits. Under these conditions 
we cannot expect that our recommendations will meet with uni
versal approbation. We have, however, presented the changes 
in definite form, together with some of the reasons leading to 
our decisions thereon, and trust that the work of this committee 
will be productive of a substantial improvement in the insur
ance laws of this Commonwealth.
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