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By Mr. Craven of Boston, petition of C. Eugene Farnam and James J. Craven,
Jr., for legislation relative to insurance holding companies. Insurance.

* In the Year One Thousand Nine Hundred and Sixty-Eight.

An Act relating to insurance holding companies.

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

1 Section 1. Chapter 174 of the General Laws, as amended,
2 is hereby further amended by inserting after chapter 174A,
3 the following new chapter:—

4
insurance holding companies5

6 Section 1. Definitions.—The following words when used in
7 this chapter, unless the context otherwise requires, shall have
8 the following meanings:—
9 (a) “Commissioner”, commissioner of insurance.

10 (6) “Company”, all corporations, associations, partner-
11 ships or individuals engaged in the business of insurance as
12 principals.
13 (c) “Insurance Holding Company”, any company (1)
14 which directly, or indirectly, owns, controls or holds with
15 power to vote twenty-five per cent or more of the voting

t 16 stock of one or more insurance companies; or (2) which
17 controls the election of a majority of the directors of one or
18 more insurance companies; or (3) for the benefit of whose
19 stockholders or members, twenty-five per cent or more of the
20 voting stock of one or more insurance companies is held by
21 one or more trustees; and for the purposes of this section, any
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22 successor to any such company shall be deemed to be an
23 insurance holding company from the date as of which such

24 predecessor company became an insurance holding com-
25 pany.
26 (d) “Affiliate”, (1) any company, twenty-five per cent or
27 more of whose voting stock is owned or controlled by an
28 insurance holding company; or (2) any company, the elec-
29 tion of a majority of whose directors is controlled in any
30 manner by an insurance holding company; or (3) any
31 company, twenty-five per cent or more of whose vote or.
32 voting stock is held by trustees for the benefit of thc^
33 stockholders or members of an insurance holding company.
34 (e) The term “successor” shall include any company which
35 acquired, directly or indirectly, from an insurance holding
36 company stock of any insurance company when and if the
37 relationship between such company and insurance holding
38 company is such that the transaction effects no substantial
39 change in the control of the insurance company or beneficial
40 ownership of the stock thereof. The commissioner may, by
41 regulation, further define the word “successor” to the extent
42 necessary to prevent evasion of the purposes of this

44 Section 2. Except with the prior written approval of the
45 commissioner (1) no company shall become an insurance
46 holding company; (2) no insurance holding company
47 owning, controlling or holding with power to vote, directly or
48 indirectly, twenty-five per cent or more of the voting stock of
49 one or more companies shall acquire direct or indirect owner-
50 ship or control of any additional voting stock in any such
51 company or shall acquire direct or indirect ownership or
52 control of any voting stock in any other company if, after
53 such acquisition, such insurance holding company will,
54 directly or indirectly, own or control more than five per cent
55 of the voting stock thereof; (3) no insurance holding com-

pany or affiliate thereof, other than an insurance company, l56

57 shall acquire all or substantially all of the assets of an
58 insurance company; (4) no insurance holding company shall
59 merge or consolidate with any other insurance holding com-

pany; and (5) no insurance holding company shall vote the60
61 stock controlled by it in an insurance company.
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62 Section 3. The prohibitions of section two shall not apply
63 to (1) stock held in a fiduciary capacity except where such

stock is held for the benefit of the shareholders of an64
insurance company or insurance holding company; (2) stock65
accepted in good faith as collateral security for advances66
made or stock acquired in good faith; provided, such stock67
shall be sold or otherwise disposed of within five years from68
the date of its acquisition unless its further holding is69
approved by the commissioner; (3) stock acquired as a70
consequence of a merger or consolidation of one insurance71
company with another, or the conversion of one insurance72
company into another, or the sale of assets of one insurance73
company to another where the stock acquired does not74

75 represent a larger percentage interest in the stock of the
76 insurance company in which acquired than was held prior to
77 such consolidation, merger, conversion or sale by the insur-
76

ance holding company in the insurance company consoli78
dated, merged or converted, or whose assets were the subject79
of the sale; or (4) any stock acquired in connection with the80
underwriting of the issue of such stock and which is held only81
for such period of time as will permit the sale thereof on a82
reasonable basis83

Section /+. Any company or insurance holding company84
seeking authority to act under section two shall file a petition85

86 with the commissioner, and said commissioner shall hold aith the commissioner, and said co
public hearing thereon. In determining whether or not to87

88 approve said petition, the decision of the commissioner shall
89 be based on a finding whether or not competition amorq

lies will be unreasonably affected, whether90 insurance companies will be unrei

91 or not policyholders will be protected, and whether or not the
92 public convenience and advantage will be promoted. Any

order or decision of the commissioner under authority of this93
chapter shall be subject to review, which shall be on tin94

of the record of the proceedings before the commissioner, by95

96 appeal to the supreme judicial court at the instance of any
party in interest. The order or decision shall be reviewed in97

98 accordance with the standards for review provided in para-
graph (8) of section fourteen of chapter thirty A99

The court shall determine whether the filing of the appeal100
shall operate as a stay of any such order or decision of the101
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102 commissioner. The court may, in disposing of the issue before
it, affirm or reverse the order or decision of the commissioner
in whole or in part.

103
104
105 Section 5. Each insurance holding company holding twenty-

five per cent or more of the voting stock of one or more
insurance companies shall register with the commissioner on
forms prescribed by him such information with respect to the
financial condition, operations, management and inter-
company relationship of the insurance holding company and
its affiliates and related matters as he may deem necessary o’’
appropriate to carry out the purposes of this chapter. The'
commissioner may, in his discretion, extend the time within
which an insurance holding company shall register and file
the requisite information.

106
107
108
109
110
11l
112
113
114
115

The commissioner may, from time to time, require reports
under oath to keep him informed whether there has been
compliance with this chapter and the rules and regulations
established hereunder, and he may make examinations of
each insurance holding company and each affiliate thereof,
the cost of which shall be assessed against and paid by such
holding company.

116
117
118
119
120
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122

The commissioner may establish such rules and regulation
as he deems necessary to carry out the purposes of thii
chapter.

123
124
125

Section 6. Any company which knowingly violates any
provision of this chapter or any regulation or order issued by
the commissioner pursuant thereto may be punished by a fine
of not more than one hundred dollars for each day during
which such violation continues.

126
127
128
129
130

Any individual who willfully participates in a violation of
this chapter, or any rule or regulation of the commissioner
issued pursuant thereto, shall be punished by a fine of not
more than five thousand dollars.

131
132
133
134

Any individual who swears or affirms that any report
required by the commissioner pursuant to this chapter is true,
knowing the same to be false, shall be punished by a fine of
not more than five thousand dollars or by imprisonment for
not more than one year, or both.

135
136
137
138
139

Any officer, director, trustee, employee or agent of any
insurance holding company or affiliate thereof who makes

140
141
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142 any false entry in any book, record or statement of such
143 company or affiliate with the intent to deceive any examiner
144 lawfully appointed to examine into its condition or into any
145 of its affairs, or who, with like intent, willfully omits to make
146 a true entry of any material pertaining to the business of such
147 company or affiliate in any book, report, record or statement
148 of such company or affiliate, made, written or kept by him or
149 under his direction shall be punished by a fine of not more
150 than ten thousand dollars, or by imprisonment in the state
151 prison for not more than ten years, or in a jail or house of
152 correction for not more than two and one half years, or by
153 both such fine and imprisonment.
154 Section 7. The supreme judicial court or any justice thereof
155 shall have jurisdiction in equity to enforce the provisions of
156 this chapter.
157 Section 8. If any section or clause of this chapter is held
158 invalid or unconstitutional by a court of competent jurisdic-
-159 tion, the remainder shall not be affected thereby.

1 Section 2. Any company which on the effective date of
2 this act is an insurance holding company, as defined in
3 section one of chapter one hundred and seventy-four B of the
4 General Laws, shall register with the commissioner on forms
5 prescribed by him, and shall include therein such information
6 as he may deem necessary or appropriate, under the provi-
-7 sions of section five of said chapter one hundred and seventy-
-8 four B. The said commissioner may, in his discretion, extend
9 the time within which such registration shall be made.

1 Section 3. Nothing herein contained shall be interpreted
2 or construed as approving any act, action or conduct which is
3 or has been or may be in violation of existing law, nor shall
4 anything herein contained constitute a defense to any action,
5 suit or proceeding pending or hereafter instituted on account
6 of any prohibited anti-trust or monopolistic act, action or
7 conduct.
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