
SENATE No. 59

Insurance Department, 33 Pemberton Square,
Boston, Feb. 11, 1880.

Hon. Robert R. Bishop, President of the Senate.

Sir, —ln compliance with a joint resolution of the Legis-
lature of 1879, relating to the subject of non-forfeiture laws
applicable to life insurance companies, I have the honor to
present herewith the report therein required.

Respectfully, &c.,
JULIUS L. CLARKE,

Insurance Commissioner.

Commomucallli of JHaosatljusttta.
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SPECIAL REPORT OF THE INSURANCE COMMISSIONER.

Insurance Department, Boston, Feb. 11, 1880.

To the Honorable the Senate and House of Represents
The Legislature of 1879 adopted the following Joint Reso-

lution :

“Resolved, That the Insurance Commissioner be instructed
to present, for consideration, at the next annual meeting of
the Convention of Insurance Commissioners, the subject of
securing uniform non-forfeiture laws throughout the States,
applicable to all Life Insurance Companies; and that he re-
port to the next General Court, what action, if any, may be
expedient in the premises.”

In obedience to the instructions given in the foregoing
Resolution, the Insurance Commissioner has the honor to re-
port that the subject matter thereof was duly presented for
consideration at the Annual Convention of Insurance Com-
missioners held at St. Louis in September last. The discus-
sions which ensued developed, as might have been expected,
a diversity of opinion, involving various issues likely to affect,
favorably or unfavorably, both the individual and the mutual
interests of Life Insurance Companies and their policy-
holders. Many of these were of course technical and prob-
lematic ; others were clear, positive, and beyond dispute.

While fully recognizing the important interests at stake,
and the pressing demand for equitable and efficient legis-

Commomucftltl) of illassacliuoetts.

NON-FORFEITURE LEGISLATION APPLICABLE
TO LIFE INSURANCE COMPANIES.
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lation, the inherent difficulties inevitably interfering with the
enactment of uniform non-forfeiture laws in the several
States were too obvious to warrant any immediate expecta-
tion of so desirable a result. So numerous and complicated
appeared the interests and obstacles to be encountered and
harmonized, that the whole subject was finally referred to a
special committee, consisting of the Massachusetts Com-
missioner, the Hon. John A. McCall, Deputy-Superintendent
for New York, and Hon. W. S. Relfe, Superintendent for
Missouri, with instructions to report at the next annual
meeting of the Convention.

Prior to the assembling of the Convention at St. Louis, the
Massachusetts Commissioner invited a conference of the
officials of the several Home Companies for the purpose of
framing, if possible, some proper form of non-forfeiture legis-
lation. The interview elicited from these representatives a
full and free consideration of the whole subject. Though not
exempt from differences of opinion, the views expressed were
notable for their liberal appreciation of the important inter-
ests involved, for their spirit of generous concession to all
reasonable demands, and for their earnest desire to award the
fullest measure of justice. It is but right to add that the
policy indicated in these utterances has been a commendable
element in the administration of the companies named, as
well as in that of some others which might be cited. Had it
been as generously practised by all, the management of life
insurance would have been spared the censorious criticisms
often so unjustly bestowed.

As the result of these discussions, and of more recent
consultations and correspondence with life insurance man-
agers of acknowledged experience and ability at home and
abroad, it seems hardly possible to present any form of legis-
lation likely to become uniform in the several States, or even
generally acceptable among insurance experts. Inasmuch,
therefore, as Massachusetts was the first State in the Union
to introduce supervisory law into this department of the
public service, and as her enactments in this connection have
been very generally acknowledged as wise and just in scope
and result, it is suggested that the exercise of her own judg-
ment in this particular behalf, will command as much of gen-
eral approval, and secure as much of equity to companies and
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policy-holders, as can be reasonably anticipated from any
prolonged inquiry.

It is believed, moreover, that, in the existing status of the
business of life insurance in this country, especially as meas-
ured by prevailing public sentiment, such legislation as may
be deemed necessary for the better protection of its legiti-
mate interests should be both simple and comprehensive, as
well as conciliatory and definite. In other words, it is felt
that there should be mutual concession for the promotion of
mutual interests; that from such legislation all actuarial
technicalities and problematic elements, often so fruitful of
misconception, controversy, and litigation, should be as far
as possible eliminated; and that any enactment on this sub-
ject should be so simple and specific as to be at once plain
and intelligible, even to those most ignorant of life insurance
principles and conditions.

It will be of course apparent that no general legislation
can be made applicable to exceptional cases or issues.
Hence it is only reasonable that both the insuring and
the insured should be content with such provisions as will
secure the fullest average equity. Other questions of pos-
sible controversy may be left to mutual comity aud arrange-
ment.

In accordance with these views, the following is suggested
as a simple and comprehensive form of legislation, the ap-
plication of which in actual practice will, in the main and
as far as possible, fairly and equitably protect the mutual
rights and interests of those immediately concerned.
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AN ACT
Limiting the Forfeiture of Policies in Life Insurance

Companies.

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

1 Section 1. No policy of life or endowment assur-
-2 ance issued by any company incorporated or organ-
-3 ized under the laws of this Commonwealth, shall
4 become forfeited or void for non-payment of pre-
-5 mium, after two full annual premiums shall have
6 been paid thereon, in cash, or note, or both ; but
7 upon default in any subsequent premium payment,
8 such policy shall become subject to the conditions
9 hereinafter expressed.

1 Sect. 2. In case of default in the payment of a
2 third or of any subsequent annual premium on any
3 policy issued as aforesaid, then such policy, without

(Eommonroettltl) of iftasoacfyusete.

In the Tear One Thousand Eight Hundred and Eighty
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further negotiation or stipulation, shall be binding
upon the company for an amount of paid-up insur-
ance which not less than four-fifths of the then net
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value of the policy and of dividend additions thereto,
less any indebtedness of the assured to the company,
will purchase as a net single premium for life or
endowment assurance, maturing or terminating at the
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1 same time and in the same manner as provided in

the original policy contract; that is to say, no con-
dition of the policy contract, other than for the pay-
ment of premiums, shall be affected by the provisions
of this act; nor shall any change be made in the
terms of said contract on account of default in
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premium payment, after two full annual premiums
have been paid as provided in section one of this act,
except in the reduction of the amount of assurance

as herein set forth ; and no further premium pay-
ments shall be required thereon, nor shall such
reduced assurance participate in the future profits
of the company. The net value of the policy herein
referred to shall be computed according to the
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“ combined experience ” or “ actuaries’ ” table of
mortality, with interest at four per cent per annum ;

and the amount of paid-up assurance purchasable by
the net single premium aforesaid shall be deter-
mined according to the age of the assured at the
time of default.
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1 Sect. 3. The provisions of chapter one hundred
2 and eighty-six of the Acts of eighteen hundred and
3 sixty-one shall not apply to any policy issued subse-
-4 quent to the thirty-first day of December, eighteen
5 hundred and eighty.
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1 Sect. 4. This act shall take effect on the first
2 day of January, eighteen hundred and eighty-one.

Conclusion.
Our non-forfeiture legislation of 1861 was a long step for-

ward. But, while the wisdom and justice of some of its
provisions have been fully exemplified and acknowledged,
twenty years of experience have developed in others not
only serious defects and inequities, but important failures to
meet the changing and especially present exigencies of life
insurance. As Massachusetts then took an advanced posi-
tion, it is eminently fitting that she should still maintain a
broad and liberal policy for the protection of her citizens in
their most important and sacred relations. It is hoped that
her legislative and moral prestige in this behalf will continue
in the ascendant.

Respectfully submitted,
JULIUS L. CLARKE,

Insurance Commissioner




