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To the General Court of the Commonwealth of Massachusetts.

In compliance with the provisions of section 33 of chap
ter 30 of the General Laws, as most recently amended by 
chapter 67 of the Acts of 1948, copies of the recommenda
tions 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 embody
ing the legislation recommended. These drafts have been 
submitted to the Counsel for the House as required by 
law.

CHARLES F. J. HARRINGTON,
Commissioner o f Insurance.
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RECOM MEN DATIONS.

I. Control of Unauthorized Insurers.
The Federal Trade Commission is presently consider

ing the promulgation of rules and regulations applying to ® 
the conduct of business by mail order insurance companies.
This action indicates an opinion on the part of certain 
federal officials that the States are not adequately pro
tecting the public in the insurance field occupied by mail 
order insurance companies.

The problem is one which has been discussed by the 
Insurance Commissioners for many years. Various legis
lative approaches to a solution have been attempted with
out complete success. An excellent discussion of this 
subject is contained in a pamphlet prepared by George 
H. Kline of the New York Insurance Department en
titled “ Regulation of Mail Order Accident and Health 
Insurance.”  This pamphlet was submitted at the annual 
meeting of the National Association of Insurance Com
missioners at Seattle, Washington, in June, 1949, by 
Superintendent Robert E. Dineen of New York.

As I stated last year, some effort should be made to 
regulate so far as is possible the activities of unlicensed 
insurance carriers if the State decides to continue to regu
late the business of insurance unhampered by federal law.

The Federal Legislation Committee of the National 
Association of Insurance Commissioners, of which your 
Commissioner is a member, after conference with the All- 
Industry Committee representing all of the divisions of $ 
the insurance business, agreed on a service of process act 
designed to regulate the activities of unauthorized in
surers in the public interest. This legislation has been 
enacted in approximately fourteen States, and will be 
proposed in other States as the Legislatures meet. The
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purpose of the legislation is to subject certain insurers 
to the jurisdiction of the courts of this State in suits by 
or on behalf of insureds or beneficiaries under insurance 
contracts. The legislation has been drafted after careful 
consideration by a distinguished group of lawyers whose 
study of the subject satisfies them that this legislation 
offers a desirable solution of the unauthorized insurance 
problem.

I have attached hereto legislation to accomplish this 
purpose.

II. Standard Fire Insurance Policy.
House Bill No. 65 of 1949 presented to your honorable 

body legislative recommendations of the Commissioner of 
Insurance. Numbered among the recommendations was 
one relating to the amendment of section 99 of chapter 
175 of the General Laws, commonly referred to as the 
section which prescribes a standard fire insurance policy.

Sufficient legislative interest was manifested in this 
recommendation to encourage the resubmission of our 
recommendation in a form which we believe should modify 
to some extent, at least, the opposition to this recom
mendation.

For the convenience of the committee I shall summarize 
the reasons set forth in House Bill No. 65 of 1949, al
though reference to that document for a complete dis
cussion of the subject is recommended.

It is expected that the Federal Trade Commission will 
assume jurisdiction and provide supervisory procedure 
in any area not regulated by state law. It is possible that 
the adequacy and effectiveness of the regulation may 
likewise be scrutinized by the Federal Trade Commission. 
To render effective supervision at the state level inflexible 
laws will require amendment. We believe the standard 
fire insurance law presents interstate and intrastate prob
lems which require attention at this time.

Section 99 of the General Laws, chapter 175, which sets 
forth in specific detail the provisions required to be con
tained in the standard fire policy issued in this Common-
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wealth is in substantially the same form at the present 
time as it was in the year 1873, when it first became an 
integral part of the insurance law.

As a practical matter, many of the provisions of the 
standard form as set forth in section 99 are obsolete, and 
fire insurance companies modify and change these pro
visions by means of endorsements and riders. This pro
cedure results in the issuance of a cumbersome form of 
policy, and one under which it is exceedingly difficult for 
an insured to determine coverage, rights and obligations. 
We believe that the public interest would be better served 
by eliminating this policy form from the statute.

The demands of the insuring public for policies pro
viding protection on an interstate basis have influenced 
the use of insurance policies of questionable validity when 
viewed in contemplation of section 99 of chapter 175. 
Now that insurance has been adjudged to be interstate 
commerce the regulations which unduly burden inter
state commerce should be repealed or amended to remove 
the burdens.

The continued insistence upon the use of archaic and 
outmoded policy forms by legislative command is con
trary to the public interest. It is inconceivable that the 
Legislature and insurance companies should impose in
flexible, outmoded and archaic insurance contracts upon 
the insuring public. We who are concerned with the regu
lation of the insurance business should give consideration 
to the rapidity with which our modern economy changes, 
and to the removal of legal impediments to the issuance 
of modern insurance policies.

The fire insurance policy is the only insurance policy 
specifically prescribed in detail in the statute. What
ever may have been the justification for such legislation 
in 1872, we are firmly of the opinion that no good reason 
exists today for the inclusion in the statute of any policy 
form. We sincerely hope your honorable body will accept 
as progressive and constructive our recommendation for 
this amendment of section 99 as provided in the legisla
tion accompanying this recommendation.
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III. Extension of Insurance Facilities.
Peaks and valleys in the free flow of business economy 

from time to time pose problems for the insuring public 
in procuring adequate insurance protection. The recent 
inflationary period has overtaxed the insurance under
writing facilities available to our people.

Companies authorized to transact business in this Com
monwealth, both domestic and foreign, have striven to 
improve the insurance market, but there still continues to 
be a demand for certain types of insurance in the fire and 
casualty fields which for one reason or another cannot be 
satisfied by authorized insurance carriers.

Numerous requests have been received from the public 
and from duly licensed insurance brokers for assistance 
in providing insurance protection for our citizens. A 
number of unauthorized insurance organizations have 
made available markets which tend to solve the problem 
in a number of instances. Admittedly, our citizens may 
place insurance with any organization they desire. How
ever, the average layman is at a disadvantage in apprais
ing the value of insurance protection afforded by many 
foreign organizations. The services of licensed insurance 
brokers offer a distinct advantage to those who require 
insurance protection available only through unauthorized 
insurers. The present law prohibits licensed insurance 
brokers assisting in negotiating insurance policies for a 
consideration. We believe that this restriction should be 
removed in order that our people may secure adequate 
professional insurance services from trained licensees of 
this Commonwealth.

Most of the leading insurance States provide these 
facilities through the medium of so-called surplus line 
laws regulating the use of unauthorized insurance facili
ties. This Commonwealth has recognized the problem 
to a limited extent through the inclusion in the statute, 
in chapter 175, of sections 160 and 168. We believe that 
the legitimate demands of our people for insurance pro
tection should be met. Our experience with the adminis-
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tration of sections 160 and 168 indicates the need for re
visions of these sections to meet modern demands and to 
provide, through legitimate channels with appropriate 
safeguards, for duly qualified and licensed insurance 
brokers to assist the public in securing necessary insur
ance protection in sound insurance organizations.

We therefore submit herewith legislation to accomplish 
this purpose.

IV. Group Life Insurance.
In June, 1946, the National Association of Insurance 

Commissioners adopted a group life insurance definition, 
with a number of important insurance States dissenting. 
The definition adopted represents substantial progress in 
resolving certain controversial questions relating to the 
subject, but did not resolve other questions of great im
portance to those who rely upon group life insurance for 
the protection of their beneficiaries. Since 1946 the Life 
Insurance Committee of the National Association of 
Insurance Commissioners has been continuously con
cerned with desirable modifications of the group life in
surance definition. That committee still has the subject 
under consideration. It is apparent that the 1946 defini
tion has not solved many of the problems attendant to 
the underwriting of group life insurance, particularly as 
they concern the conversion privileges available upon 
lapse or termination of the group insurance contract.

We should bear in mind that approximately twenty 
million people now rely upon this form of insurance for 
some part of their insurance program. In times of de
pression or restricted profits, employers of labor who con
tribute to the cost of group life insurance find it incon
venient or impossible to continue the practice; hence, 
provision should be made for the continuance of the group 
life insurance contract by the employees, provided they 
desire to pay the entire cost, and further provided that a 
sufficient number of employees agree to the continuance 
of the contract.

The maintenance of group life insurance protection
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during periods of depression or periods of unemployment 
should be encouraged. The law should provide for con
version to term insurance as a medium for retaining life 
insurance protection during periods of involuntary re
strictions upon income. A group insurance definition 
which fails to give adequate consideration to the problems 
of the beneficiaries of group insurance we deem inappro
priate for enactment by the Legislature.

No evidence has been produced to indicate the extent 
to which group insurance certificate holders rely entirely 
upon group insurance. It seems reasonable to infer, 
however, that a substantial number purchase no other 
form of life insurance protection. We therefore believe 
that legislation submitted herewith offers substantial 
improvement over previously proposed definitions of 
group life insurance, and attempts to eliminate some of 
the abuses which have been the subject of complaint in 
this field. We further believe that the broadened con
version privileges are absolutely necessary in the interest 
of those who rely substantially or wholly upon the benefits 
of group life insurance for the protection of their families.




