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Department of Banking and Insurance
Division of Insurance,

100 Nashua Street, Boston 14, November 1, 1950.

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, copies of
the recommendations for legislation to be contained in
the Annual Report of the Commissioner of Insurance
(Pub. Doc. No. 9) are submitted herewith, together with
drafts of bills embodying the legislation recommended.
These drafts have been submitted to the Counsel for the
House, as required by law.

CHARLES F. J. HARRINGTON.
Commissioner of Insurance
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I. Standard Fire Policy.

House Bill No. 66 of 1950 contains the recommenda-
tions for legislation submitted by the Commissioner of
Insurance. The necessity for the repeal of section 99 of
chapter 175 is set forth in that document at considerable
length. I refer the members of the committee to the com-
ments contained therein, which apply with equal force
at this time.

In addition to the reasons set forth in House, No. 66
of 1950, the development of modern multiple line insur-
ance policies appears to be impeded because of the provi-
sions of section 99 of chapter 175. To permit modern
multiple line insurance policies to be made available to
the insuring public in this Commonwealth, it is necessary
to enact legislation, which will accomplish this objective.

Competent authority in the insurance rating field cites
the statutory fire policy as one of the principal barriers
to the prompt and effective development of multiple
line insurance on a “package” basis.

The fire insurance policy is the only policy form pre-
scribed by statute. It is the policy form under which
the least litigation arises. It is fallacious to argue that
the interpretation of language by court decisions requires
the preservation of a statutory policy form. If such an
argument were sound, the insurance business would cer-
tainly have proposed legislation requiring casualty in-
surance policies to be included in the statute. Freedom
to contract is curtailed, and progress in the development
of modern coverages retarded by the retention of a statu-
tory form of policy.

Sections 108 and 132 of chapter 175, governing the
control and supervision of accident and health and life
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insurance policy forms, provide the pattern for the type
of legislation best suited to the modem conduct of the
fire insurance business, if the supervision of policy forms
is to any degree desirable. We believe the public interest
will be best served by repealing section 99 of chapter 175,
and substituting minimum standards in place thereof.

Legislation to accomplish this purpose is submitted
herewith.

Since the enactment of chapter 384 of the Acts of 1945
commonly referred to as the multiple line law, it has be-
come more apparent that it is necessary that section 22A,
which limits the coverages which may be included in a
fire insurance policy, also be amended so as to permit a
company which qualifies under the multiple line law, to
issue a single policy of insurance containing all of the
coverages which the company is authorized to issue in
the Commonwealth.

The inclusion of section 22A in its present form in the
insurance law barred the approval of several modern,
desirable policy forms, which included fire and collateral
coverages. Were it not for this technical outmoded pro-
vision in the statute, the insuring public of this Common-
wealth would have been afforded more abundant pro-
tection at favorable rates.

By amending section 22A to permit a company author-
ized under the multiple line law to issue a single policy of
insurance which will include all of the coverages which
such company is authorized to write in the Common-
wealth, a policyholder will be enabled to receive one
document which will include his entire coverage on the
risk. The expense of issuing several policies on one risk
will be reduced, and the possibility of any non-concurrency
or overlapping coverages will be eliminated.

We believe that an amendment to section 22A based
on the above principles will encourage insurance com-
panies to qualify under the multiple line law.

11. Multiple Line Underwriting.
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Legislation to accomplish this objective is included
herewith.

Policy Provisions Law.

The Accident and Health Committee of the National
Association of Insurance Commissioners labored for a
number of years to complete a draft of uniform legisla-
tion regulating individual accident and sickness policy
provisions in the public interest.

The following report was approved and adopted by
the National Association of
June 15, 1950, at Quebec.

Insurance Commissioners on

This Committee of the National Association of Insurance Commis-
sioners met at Quebec, P. Q., on June 14, 1950. The Committee con-
sidered the draft of the Uniform Individual Accident and Sickness
Policy Provisions Law dated December 5, 1949, which was approved
in principle at the December meeting, 1949. Final action on that
draft had been postponed to permit it to be thoroughly circulated
among the commissioners and those in the industry interested. Your
Committee accepted this draft, a copy of which is attached hereto, as
the final draft, and recommends its adoption by this Association. It
was resolved by this Committee that if the Association should adopt
this law each individual commissioner should be urged to support its
passage in his own State if the standard provision law in his State
conflicts or if he has no such law.

Your Committee feels that it would be unfortunate if the adoption
of this bill were followed by a failure to enact the legislation on a
uniform basis in all of the States where laws do not now permit the
approval of policies drawn in accordance with this law. Conflicts in
the policy provision requirements of the various States would be a
serious blot on the record of state regulation. Thus co-operation by
company and department officials is essential to insure uniform adop-
tion. The situation created by the failure to adopt this legislation
uniformly would be so intolerable that rejection of the bill by this
session would seem preferable.

111. Uniform Individual Accident and Sickness
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By the enactment of chapter 347 of the Acts of 1950,
the classes of insurance which could be negotiated through
special insurance brokers licensed under section 168 were
extended to include all lines of insurance except reinsur-
ance, accident and health, workmen’s compensation, com-
pulsory motor vehicle liability, and life insurance. This
statute also increased the assets required of an unlicensed
company which accepted insurance from special insur-
ance brokers to $2,000, computed in accordance with sec-
tions 9 to 12, inclusive, of chapter 175, and also permitted
special insurance brokers to place coverage in certain
alien companies which were able to comply with the
statute.

Although chapter 347 has been effective for only a very
short time, the Insurance Department has discovered in
its administration of the law that it is essential for the
protection of policyholders in the Commonwealth that
the Commissioner have authority to obtain complete in-
formation relating to the management and financial af-
fairs of any unlicensed insurance company in which a
special insurance broker licensed under section 168 has
placed Massachusetts business.

The present statute (General Laws, chapter 175, sec-
tion 168) should be amended so as to place the burden
on any such unlicensed insurance company of proving to
the Commissioner that its directors and officers are of
good repute and are competent to manage an insurance
company and are carrying out its insurance contracts in
good faith. Such companies should also be required to
file with the Commissioner a report of examination com-
pleted within the previous three years and made by the
proper supervisory official of its home State.

Legislation to accomplish the above-mentioned pur-
pose is included herewith.

IV. Unlicensed Insurance Companies.
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Miscellaneous Matters mot accompanied by Specific
Recommendations)

The Commissioner of Insurance has on several occa
sions recommended a general review of the insurance
laws of this Commonwealth. Changes in the method of
conducting the insurance business present new and diffi-
cult problems for supervisory officials acting under a code
of law which has not been generally revised since 1907.

Other States have recently modernized their insurance
codes to keep pace with the changing conditions in the
insurance business and desirable changes in supervisory
processes.

I feel strongly that the insurance laws of this Common-
wealth should be revised in the immediate future. lam
not offering a specific proposal at this time, because the
insurance committee, sitting as a special recess commit-
tee to study certain matters relating to insurance, in its
report of April, 1949 (Senate, No. 615), pointed out that
“a commission to revise the General Laws has been es-
tablished, and is now in the process of performing its
duties. Included within the scope of said duties is the
review, not only of form, but also of the substance of
the insurance chapter.”

The acceptance of the recess committee report appears
to manifest a decision to defer further consideration of
the revision of the insurance laws until the Commission
hereinbefore referred to makes its report. It is our hope
that such report will not be too long delayed.

The special Commission on Insurance, sitting during
the 1950 recess, has pending before it several bills relat-
ing to group life insurance. One of these is House Bill
No. 70, which was recommended by this Department to
the 1950 session.

I. Revision of Insurance Law

11. Group Life Insurance.
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In June, 1950, the National Association of Insurance
Commissioners adopted a report of its subcommittee on
life insurance, which recommended that upon conversion
an insured under a group life insurance policy would be
entitled to have issued to him an initial term insurance
policy, effective for a period of at least one year, con-
vertible at termination.

This action on the part of the National Association of
Insurance Commissioners, coupled with the decision of
certain prominent members of the life insurance indus-
try, not to further oppose conversion to term insurance,
at least on a limited basis, upon the termination of group
insurance, is an accomplishment for the benefit of the
holders of group life insurance certificates and their
beneficiaries.

We shall offer specific recommendations for the con-
sideration of the recess commission at the next meeting
of said commission. During the ensuing period we shall
prepare required legislation for presentation to the
commission.

As the entire subject matter of group life insurance,
including conversion privileges, is pending before the
special Commission on Insurance, this Department has
withheld making recommendations at this time.


