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Department of Banking and Insurance.
Division of Insurance,

State House, Boston, December 3, 1924

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

Laws, as amended by section 43 of chapter 362 of the Acts of 1923,1 have the honor
to submit herewith such parts of the annual report of the Commissioner of Insur-
ance (Pub. Doc. No. 9) as contain recommendations for legislative action with the
accompanying bills.

Respectfully your

WESLEY E. MONK,
Commissioner of Insurant

RECOMMI
sued by Foreign Companies,I. Provisions op Policies i

Section 187 of chapter 175 of the General Laws permits foreign insurance com-
panies to insert in policies of group life, accident, health or life insurance issued
in the Commonwealth any provision required by the law's of their domicils. Sec-
tions 108, 132 and 134 of said chapter regulate the form and contents of such
policies issued in the Commonwealth. Section 187 taken literally might be inter-
preted to mean that if the law of a foreign state required a provision directly con-
trary to any of those specified in said sections a company of such state could law-
fully issue such policies in the Commonwealth containing such a provision. At
least one instance has occurred where a company raised this contention. Section
187 manifestly was never intended to override the specific requirements of sections
108, 132, and 134 in favor of foreign companies. This view is fortified by the

fourth clause of section 99, relative to the standard fire policy, which permits
foreign fire companies, subject to the approval of the Commissioner, to insert
therein provisions required by foreign laws “not contrary to the laws of this com-
monwealth.” Section 187 should be amended to require the approval of the Com-
missioner and to specify that such provisions shall not be contrary to the laws of
this Commonwealth.

11. Charter Amendments, etc., of Foreign Companies; Receivership
Proceedings against Domestic Companies.

There is no provision of law requiring foreign insurance companies to notify the
Commissioner of any increase, decrease, or impairment of the paid-up or deposit
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capital, or requiring such companies to notify the Commissioner
ment to their charters relative to the classes of business they may transact, or of a
change in the location of their home the United States Man
or of any change of such manager or of its trustees. Nor is there any provisioi

to notify the Commissioner in case of a re-requiring foreign mutual companies to notify the Commissioner in case of a re
Auction in their rtingent assets below the minimum amounts specified
for admissior domestic mutual comnan
cess, when the amount of insurance ir r the number of risks insured fa
Delow the minimum amount required by law
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A foreign stock company, for example, to transact fire and marine insurance
in this Commonwealth must have the necessary corporate powers and a paid up
capital of at least $400,000. If, after admission, its charter should be amended to
permit it to transact only fire insurance, or if its capital stock should be reduced
to $200,000, it could not lawfully continue to transact both classes of insurance.
A case occurred recently in which such a company licensed here reduced its capital,
thus foreclosing its right to transact both classes of business, of which fact the
Commissioner was apprised only by chance and not by the company itself.

Copies of process in actions against foreign insurance companies must be sent
by the Commissioner to the last address of the company appearing on his records.
It is obviously of much importance to the plaintiff and to the company that such
copy be sent to the proper address.

These instances plainly show the necessity of requiring notice of such matters
to be given to the Commissioner.

Sections 7, 23, 74 and 93 of chapter 175 require that certain insurance com-
panies shall cease to issue policies under certain circumstances. It is not entirely
clear whether the Commissioner has the right to institute receivership proceedings
against companies which have ceased to issue policies under the provisions of this
section. This point should be clarified and section 6 of chapter 175 relative to
receivership proceedings should be specifically amended to provide that nothing
in said sections and in section 92, amended as hereinafter recommended, shall
prevent the Commissioner from acting under said section 6.

Section 90 which subjects mutual automobile, liability and steam-boiler com-
panies to the laws relative to mutual fire companies should be amended specifically
to mention the officers and policyholders of such companies. Many obligations
are in terms, imposed upon the officers and members of a mutual fire company.

Section 92 should also be amended to provide that companies subject to that
section shall cease to do business when the number of risks or amount of insurance
in force falls below the amounts specified in said section.

111. Fees for Brokers’ Licenses issued to Partnerships and for the
Service of Process on the Commissioner.

The fee for brokers’ licenses issued to partnerships was fixed by chapter 450 of
the Acts of 1924 at $25 for each member of the firm. This requirement has appar-
entlyresulted in the payment of a double or greater fee in not a few cases and has
caused some partnerships composed of residents of this Commonwealth to pay
a fee of $25 each to one or more other states under the application of retaliatory
laws although not all the members are actually engaged in transacting business
in such other states. This situation has caused much complaint and should be
relieved. I accordingly recommend that section 14 of chapter 175 of the General
Laws, as amended by St. 1924, chapter 450, be further amended to permit a person
who has paid a fee for an individual broker’s license also to be covered under a
broker’s license issued to a partnership or partnerships, to permit a person who
has paid a fee as a member of a firm holding such a license also to be covered under
an individual broker’s license or under such a license issued to another firm, without
payment of an additional fee, and to authorize the granting of a broker’s license
to a firm composed of non-residents upon payment of a single fee of 125.

This section requires the payment of a fee of $2 when process is served upon the
Commissioner as attorney for a foreign company. Section 154 has a similar pro-
vision and both plainly relate to civil actions. Process in any criminal proceed-
ing against a foreign company brought by the Commonwealth should be specifi-
cally exempted from this requirement.

IV. Fraternal Societiei
1 Sections 45 and 46 of chapter 176 of the GeneralLaws regulate the so-called

“limited ” and “exempt” fraternal societies which are not subject to all the gen-
eral provisions of said chapter governing fraternal societies.
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if- ir.
societies are now subject to certain sections of said chapter. Sections
i

Sefjlt? n hereinafter discussed should also apply to them. A generalp y should be provided for violation of said sections 45 and 46 since a fewcases nave tailed of prosecution in the lower courts for this reason.Ie societies governed by section 46 are not required to file a financial state-n a anytime. Power should be lodged in the Commissioner to require such as a ement from these societies on request. Such societies are restricted in theamount of death or disability benefits they may pay. No penalty is provided forexceeding the restriction and one should be established.
-. Section 47 confers jurisdiction on the courts to restrain societies from payingdeath or disability benefits in violation of this chapter. This remedy should be ex-tended to any violation of this chapter and should lie to enforce payment of allpenalties prescribed by said chapter as is now provided by section 193A of chapter175 ot the GeneralLaws relative to that chapter.3. There is no provision in the chapter similar to that of section 193 of chapterl/o making a policy issued contrary to law valid. The propriety of this provision

is unquestionable for no defense is less equitable than one predicated on the so-ciety s own violation of the law. It is suggested, therefore, that a new section, 47A,be added to this chapter similar to section 193 of said chapter 175.4. Section 41 provides for the licensing of foreign societies and provides that noforeign society shall transact business without a license. There is no prohibitionhowever against any person transacting business on behalf of an unlicensed society!Ihe prohibition in section 41 is ineffective since there is no way of acquiring juris-diction over an unlicensed foreign corporation. Section 49 annexes a penalty onany person who solicits or aids in procuring membership in an unauthorized so-ciety. A certain society has been twice refused a license for cause. It has con-tinued to transact business here, collecting dues, having lodges and holding meet-ings. The state police haled the officers of a local lodge into court, but they wereacquitted as such acts as could be proved did not come within the purview ofsection 49 This section, as it now stands, is inadequate and should be amendedalong the lines of section 160 of chapter 175 to cover any transaction of businesstor an unlicensed society.

V. Solicitation and Negotiation of Insurance in Unlicensed Companies,
1. Section 160 of chapter 175 should be amended as follows;
(a) This section does not now prohibit the solicitation of residents of the Com-monwealth to accept policies in unlicensed foreign companies. A person maysolicit insurance in an unlicensed foreign stock or mutual company with impunity.He apparently commits no offense unless a policy is in fact negotiated.Gases have occurred in which it appeared that a person had solicited insurancebut where there was no evidence of an overt attempt to negotiate or an actualnegotmtion of a policy. Chapters 176 and 177 annex a penalty on any person whosolicits membership or insurance in unlicensed fraternal societies or assessmentcompanies. It is difficult to perceive any sound reason for prohibiting solicitationin respect to unlicensed fraternal societies and assessment companies and not inrespect to unlicensed foreign stock or mutual companies. This provision of chapter
//Amu-

718 e.ntirely soun d and should be extended to all unlicensed insurers.(o) this section now penalizes one who “for a person other than himself”negotiates a policy in an unlicensed company. These words make this sectiondecidedly defective as they possibly limit its application to a person acting asagent of the insured and seemingly permit an agent of an unlicensed company toescape its penalty. It is highly important that this section be amended to penalizeany agent or representative of an unlicensed company.
(() Section 168 provides for the licensing of special brokers who are empowered

f
certain classes of insurance in unadmitted foreign companies. Theinhibition of section 160 appears to comprehend a duly licensed broker who mightsecure policies m an unlicensed company through a duly licensed special brokeracting under section 168. There is no good reason why a duly licensed broker
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should not be allowed to deal with an authorized special broker, and this section
should be so amended.

2. Section 171 renders an insurance agent personally liable on any policy he
negotiates in an unauthorized company. The term “insurance agent” as used in
this section undoubtedly denotes such an agent as defined in section 162. The
prohibition in section 160 applies to any person whether technically an insurance
agent or not. Section 171 does not apply to a broker or to other persons. It should
be amended to apply to any person.

3. Cases have occurred in which agents or representatives of unlicensed foreign
companies have been holding themselves out as such to the public by means of
cards, circulars, etc. Under section 175 it is clearly illegal for an unlicensed person
to hold himself out as an agent of an authorized company. There may be some
question whether this section could be successfully invoked in the oases mentioned.
There is no valid reason to penalize an unlicensed agent of an authorized com-
pany who holds himself out as such agent and not an agent of an unlicensed insurer
who cannot be licensed as such agent. Section 175 should accordingly be amended
expressly to cover agents or representatives of unlicensed companies.


