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DEPARTMENT OF BANKING AND INSURANCE
DIVISION OF INSURANCE

December 31, 1943.

To the General Court of Massachusetts:

In compliance with the provisions of General Laws, Chapter 175, Section 17,

the Commissioner of Insurance submits Part II of the Eighty-ninth Annual Report

relating to the affairs of life insurance companies, casualty and surety companies

and all other classes of insurance companies except fire and marine insurance

companies— the excepted companies being the subject of Part I of this report.

I shall not repeat the material contained in Part I of this report, which has equal

apphcation to the insurance companies whose affairs are the subject of Part II of

this report. I suggest reference to Part I for general information affecting the life

and miscellaneous insurance company activities.

Part I of the report contains comments on Department Finances and also con-

tains complete information concerning the valuation of securities held by the

various insurance companies.

Life Insurance — Guertin Law

One of the most important matters submitted to the Legislature in recent years

is the recommendation of the Commissioner of Insurance with accompanying

legislation to substitute new mortality tables and a new method of computing

non-forfeiture benefits in connection with the transaction of life insurance business.

The new legislation confirmed the action of the Commissioner of Insurance in

1941 when he approved the 1941 Standard Industrial Mortality Table as a standard

for properly measuring hazards assumed by insurance companies transacting an

industrial life insurance business. The action is authorized by paragraph 4, Section

9, of Chapter 175. The legislation also establishes the Commissioners' Standard

Ordinary Mortahty Table as a basis for computing the reserve liability on ordinary

life insurance policies and specifies a new method of calculating non-forfeiture

benefits required to be paid by life insurance companies.

A brief historical background on this subject is in order.

In 1783, the Northampton Table of Mortality waspublished in London and
was used in the valuing of the business of the Equitable Society of London, which

was organized in London in 1762. Nearly a hundred years later, in 1856, a law

was enacted in Massachusetts authorizing the valuation of life insurance policies

"if the same be expedient." The first government valuation ever made in this

country was authorized under Chapter 177 of the Acts of 1858 in the Common-
wealth of Massachusetts. The construction of valuation tables, giving effect to

that law, was a tremendous task because of the meagreness of available experience

and the varying rates of interest to be considered. The early valuations were

based on actuarial tables drafted from the experience of seventeen British and
Scottish companies in 1839 and pubHshed about 1841. The first tables, devised

by Elizur Wright, the first single Commissioner of Insurance in Massachusetts,

were printed for the use of a few subscribing companies in 1853.

In 1861, the Massachusetts Non-Forfeiture Law became effective in the Com-
monwealth of Massachusetts. By the terms of this law, there was established

for all time the policyholders' legal right to a just proportion of his funds in pos-

session of a life insurance company in event of his withdrawal before the maturity
of the poHcy. In 1880, the Massachusetts Legislature passed a revision of the

Non-Forfeiture Law and a further revision was made in 1887. So it will be observed
that within the lifetime of Elizur Wright, the father of the Non-Forfeiture Law,
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changes were considered desirable. New York first established the English Life

Table No. 3, with 5% interest as a minimum valuation basis and in 1868, the
American Experience Table of Mortality with 4j/^%. Since that time, several

changes have been made in the valuation laws of the State of New York.

In 1911, the National Association of Insurance Commissioners invited the
Actuarial Society of America to undertake the investigation of recent mortality
among insured lives. In due course, the American men's and the Canadian men's
tables of mortality were produced in 1918. Although the Committee in charge
of the preparation of this table reported favorably to the National Association of

Insurance Commissioners, following a discussion, the Association voted to reject

the Committee's report. Since that time, some States have adopted the American
Men Ultimate Table for permissive use for valuation purposes, but the failure

of other States to enact enabling legislation appears to be due in a large measure
to the failure of the National Association of Insurance Commissioners to endorse
the table.

This brings us to a consideration of the events which led to the preparation of

the so-called Guertin Law. In the early 1930's, considerable criticism was di-

rected at life insurance companies because of the use of the mortality table which
came into use in 1868 and which did not truly measure the changes in mortality
brought about by improved sanitation, medical discoveries, preventive medicine
and other factors conducive to the extension of the span of human life.

In 1937, as a result of a speech delivered by the Honorable George A. Bowles
of Virginia, then President of the National Association of Insurance Commis-
sioners, it was decided to appoint a Committee consisting of actuaries of five State

Insurance Departments and representatives of the Actuarial Society of America
and the American Institute of Actuaries, to study the need for a new mortality

table and subsequently to study non-forfeiture benefits and related matters for

the purpose of coordinating minimum non-forfeiture value requirements and the
valuation standards.

The Committee was headed by Mr. Alfred N. Guertin, then Actuary of the

New Jersey Insurance Department, as Chairman. The wisdom of President

Bowles in his selection of the Committee is amply justified by a review of the five

hundred pages of material supplemented by the numerous interim reports dealing

with a complicated, technical and profound subject. All of the members of the

Committee are men of integrity, capacity and intelligence. The results of their

deliberations, permanently preserved in two volumes which are part of the Pro-

ceedings of the National Association of Insurance Commissioners, provide evidence

of a task well done by impartial public officials and erudite, honorable actuaries.

The volume, dealing with the need of a new mortality table, was presented in

the form of a report to the National Association of Insurance Commissioners in

June 1939. It was received by the Association and studied for a period of six

months by the technical experts of the various Insurance Departments of the

Nation. It was adopted at the December meeting of the Association in 1939.

Following the adoption of the report, the same Committee was authorized to

study the subject of non-forfeiture benefits and related matters.

After nearly two years of study, the Committee, in a report to the National
Association of Insurance Commissioners in June 1941, acknowledged the many
valuable suggestions emanating from insurance company and Insurance Depart-
ment representatives in attendance at public hearings held by the Committee.
The comprehensive nature of the explorations made by this Committee of Actuaries

is further indicated by the following extract from their report of June 9, 1941

:

"The cooperation given us by actuaries in Great Britain who took time out

between bombing raids to compile material with reference to the practices

of British companies and to transmit it to us in order that we might have
the benefit of their experience, was a matter of great inspiration to us. Simi-
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larly, Canadian actuaries cooperated by providing us with information

regarding Canadian practices. With such cooperation, the Committee has

felt more than impelled to exert itself in the development of the subject of

its studies to sound and constructive conclusion."

At the June 1941 meeting, a Committee of Commissioners was appointed to

receive and consider the report of the Committee of Actuaries and to make recom-
mendations thereon. The Commissioners' Committee, under the Chairmanship
of Commissioner Gough of New Jersey, held public and executive hearings in

December 1941 and in March 1942. At this latter meeting, eight specific sug-

gestions, designed to improve the model legislation, were adopted by the Com-
missioners' Committee and, strangely enough, seven out of the eight suggestions

came from Insurance Departments located on opposite coasts of our country

without conference between the staff of either Department involved. Before the

changes were authorized by the Committee of Commissioners, the Actuaries'

Committee was consulted. They agreed that the changes could be made without

violence to the fundamental principles set forth by the Actuaries' Committee;
"hence, the model legislation was amended to include the practical and desirable

changes which recognized the views of several Insurance Commissioners and others

not members of either Committee.

The joint report of the Actuaries' Committee and the Commissioners' Com-
mittee was submitted to the full meeting of the National Association of Insurance

Commissioners at Denver in June, 1942. The report was received and referred

to the several Insurance Commissioners for study in their home Departments
preparatory to action at the December 1942 meeting. The proposed model legis-

lation was adopted by the National Association of Insurance Commissioners, with
a further minor amendment, in December 1942; thereby culminating a study and
consideration of this important matter extending over a period of five years.

I have taken the time to outline the historical progress and development of this

legislation at the hands of the Insurance Commissioners, in order to show you that

the Guertin Legislation was not hastily conceived in Stygian caves, nor was it

acted upon without full opportunity for hearing, study and debate. The record

shows conclusively that many conflicting points of view were reconciled. Patience,

tolerance and intelligence permeated all of the negotiations which preceded the

unanimous adoption of the reports of these Committees and the endorsement of

the model legislation, which establishes a modern mortality table and offers a
modern method of computing non-forfeiture benefits, recognizing the incidence

of expenses in the life insurance business as ordinarily conducted and other elements
involved in the determination of equitable non-forfeiture benefits.

The Guertin Legislation so-called became effective in Massachusetts on an
optional basis as of July 1, 1943. It will become mandatory for all companies
transacting life insurance business in the Commonwealth of Massachusetts on
January 1, 1948. A hearing on the bill v/as held by the Committee on Insurance,

composed of some of the most able and alert legislators ever to sit on the Insurance
Committee in the Commonwealth of Massachusetts. The record discloses that
the Committee followed intently the explanation of the bill, the comments of the
proponents and questioned the proponents. One full legislative day was con-
sumed by the hearing. No one opposed the legislation. The Committee unani-
mously reported the bill favorably. The bill passed both Houses of the Massa-
chusetts Legislature and was signed by the Governor in the spring of 1943. Massa-
chusetts became the eighth State to adopt the Guertin Legislation, less than six

months after it was approved by the National Association of Insurance Com-
missioners.

The substitution of a modern mortality table, known as the Commissioners'
1941 Standard Ordinary Table, corrects the distortions in the statement of mor-
tality, which previously existed under the older tables. The American Experience
Table overstated the deaths which occurred at the younger ages and to a lesser

extent, understated the deaths occurring at the older ages— a situation which is
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easily understandable when we consider the advances made by medical science,

sanitary experts and the effects of the laws designed to preserve the health and
life of the individual. Certainly, no one can quarrel with the objective sought
by the Commissioners to establish more accurate life insurance reserves measured
by a modern mortality table. As life insurance men you understand, of course,

that the new table is used in connection with new business written on and after

the effective date of the law. It in no way affects the existing policies. In the
preparation of the law, it was necessary to reinstate certain portions of the existing

law to avoid any possible inference that the Legislature intended to apply the new
law to old business.

The 1941 Standard Industrial Mortality Table is authorized as a minimum
standard for computing reserves on industrial life insurance business. The use
of other tables, incidental and necessary to the valuation of accidental death
provisions, disabiUty and group life are likewise authorized by the new law.

One of the controversial sections of the bill concerns the computation of net
value of life insurance policies issued on the participating basis at a rate of interest

lower than that used in computing non-forfeiture benefits. It should be noted,

however, that if such a computation is made, it can only be made with the ap-
proval of the Commissioner. WhUe the bill further provides that if the interest

rate differs by more than one-half of one percent, a plan providing for equitable

increases, if any, in the non-forfeiture benefits in such policies as the Cormnissioner
shall approve, must be filed. A careful reading of this section indicates that the
requirement for the filing of the plan in question is mandatory if the rate of interest

differs by more than one-half of one percent. It does not, however, prevent the

Commissioner from satisfying himself as to the equity of any interest differential,

since his permission must be obtained before the companies can use non-forfeiture

benefits with any computed interest differential. This particular provision also

offers an opportunity for the strengthening of reserves where necessary to insure

solvency of the company without the obUgation to pay out the increased amount
in non-forfeiture benefits. There is a heavy responsibility on the Commissioner
of Insurance to make certain that he receives satisfactory evidence that equity
is being done as between continuing and withdrawing policyholders before he
permits the use of the interest differential. This section probably has been the
most misunderstood and misrepresented section in the bill.

Authority is given the Commissioner of Insurance to prescribe valuation tables

to take care of special risks where additional hazards prevail. This is an improve-
ment in the valuation standard not previously existing in the valuation law.

The law permits the Commissioner of Insurance to accept a certificate of valu-

ation from another State in connection with the valuation of the reserve liability

of a foreign company. This provision avoids dupUcation of work and gives con-

sideration to the principle of comity between States. This provision was conceived
in a spirit of confidence and the ability of the States to work in harmony under
uniform legislation so essential in the regulation of national activities at a State

level. It likewise demonstrates a consciousness of the necessity for economy and
efficiency in supervisory activities.

The Commissioners' reserve method of valuation substitutes for many varying
preliminary term methods of valuation one uniform method. This method of

valuation was authorized by Admmistrative Ruling in Massachusetts under
former Commissioner Hobbs about twenty-five years ago. The inclusion of the
preliminary term method of valuation in the legislation expresses the will of the

Legislature with respect to this method of valuation. It has long been an accepted

method of valuation designed particularly to deal with the unusually high cost

incurred during the first year of a life insurance policy.

It has been stated that prior to the enactment of the Guertin bill in Massa-
chusetts, only domestic companies were required to pay non-forfeiture benefits.

The law gave no authority to the Commissioner to require the payment of such
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benefits by foreign companies legally authorized to transact business in the Com-
monwealth. It is interesting to note, however, that without the statutory obliga-

tion to do so, foreign companies did provide non-forfeiture benefits substantially

following those provided by domestic companies. This demonstrates that com-

petition is a strong influence in meeting the public demand. By requiring that

foreign companies meet the same standards as domestic companies in providing

minimum non-forfeiture benefits, the public will be assured that all foreign com-

panies authorized to operate in the Commonwealth are providing at least the

minimum non-forfeiture benefits provided by law. •

It is important to remember that the law concerning non-forfeiture benefits has

always made provision for minimum benefits only. Generally, however, the

insurance companies have provided benefits in excess of the minimum amount
required, although this has not always been so. Here again competition is responsi-

ble for this result. Sound business judgment on the part of management, coupled

with competent actuarial advice and statutory requirement for equitable treatment

of policyholders, generally dictates the ceiling on non-forfeiture benefits. The
Actuary of the Massachusetts Department told the Committee on Insurance at

the hearing on this bill that "if the company is to give non-forfeiture benefits

higher than the actual equity of the policyholder in the company, they are obliged

to calculate the rate of withdrawal of the policyholders and the different non-

forfeiture values which they may elect, in order to determine the amount to be

provided. Calculating rates of withdrawal is just guessing. It depends on economic

conditions and other elements diOicult to accurately forecast."

The enactment of uniform legislation in the several States is a difficult task,

particularly if the legislation is technical in nature. After the enactment of such

legislation in a substantial number of States, uniformity of administration becomes

almost indispensable. Narrow and technical rulings, imposing unnecessary burdens

upon insurance companies seeking approval of policies for national use, should be

avoided. Successful administration of uniform legislation, regulating interstate

insurance activities, can be accomplished only by the cooperation and broad

thinking on the part of State supervisors. The Constitution of the National

Association of Insurance Commissioners says, "The object of this Association

shall be to promote uniformity in legislation affecting insurance; to encourage

uniformity in departmental rulings under the insurance laws of the several states;

..." When this legislation was recommended by the National Association of

Insurance Commissioners, emphasis was placed upon the desirability of a standing

Committee within the Association dealing with the subject matter of the Guertin

Law. It is my feeling that the Committee should be a joint Committee of Actuaries

and Commissioners and that their recommendations should be followed with

vitality. Policies, which can be used by a company in every State in the Union,

afford an opportunity for economies which may be passed on to the policyholder—
a result which is certainly in the public interest. Pride of personal opinion must
be subordinated in the interpretation of technical legislation to the end that broad
administration at the State level may be accomplished. Conference and com-
promise can accomplish this objective. In this field the acceptance of majority

opinion is of the highest importance.

Elizur Wright once said, "The first thing of all in judging a life insurance com-
pany is to know the characters of the men who manage it; next, the safeguard of

the system under which they act and after that, the relations of its means to its

liabilities." The enormous amount of life insurance in force, the ever increasing

volume of life insurance purchased daily by the people of America, gives eloquent
testimony to the confidence of the American public in the character of the men
who manage the life insurance business. The Guertin Law improves and safe-

guards the system under which the management of life insurance companies act.

It remains for the Commissioners of those States which have not yet enacted the
Guertin Law to furnish the leadership which will complete a monumental task.

Admittedly, Chapter 227 of the Acts of 1943, which is included in this report,

is technical legislation. Members of the Legislature may be interested in a non-
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technical discussion relating to this legislation; hence, I have included as Appendix
A, attached to this report, an informal memorandum prepared by Howard C.
Spencer, General Counsel of the Home Life Insurance Company in November 1942.

It should be remembered that legislation involving controversial, technical

actuarial principles must necessarily represent a compromise of a number of

differing views. Chapter 227 of the Acts of 1943 is such legislation. Suffice it

to say, however, that it is the product of the best thinking in life insurance actuarial

circles, life insurance underwriting circles and State supervisory circles. We shall

carefully watch the effect of this new legislation on the interests of the insuring

public and their beneficiaries. When amendments or revisions are necessary, we
shall not hesitate to suggest them to the Legislature.

War Clauses

The life insurance business appears to be thriving despite the War and wide-
spread use of war clauses. The so-called war clauses vary in form. Some of

them exclude all claims due to war or acts of war— others exclude all claims

arising while the insured person is serving in the Armed Forces of the United
States. These are the two main patterns used in the development of war clauses.

I harbor some doubt about the necessity for all companies using war clauses.

Some companies are issuing policies to members of the Armed Forces without war
clauses. If the company is sufficiently strong to warrant this procedure, we should
have no objection, but it is our duty to make sure that any company insuring

large numbers of persons likely to be engaged in combat duty in the military or

naval forces of the country are able to meet their obligations without endangering
the solvency of the company. This is a matter which I believe will be studied by
the National Association of Insurance Commissioners in the near future.

Real Estate

Reference to the reports of the Commissioner of Insurance made in previous

years will indicate that many problems have arisen to confront life insurance

companies investing large sums of money in real estate mortgages, particularly

when depressions made it necessary for foreclosure of such mortgages. In my
semi-annual report to the National Association of Insurance Commissioners, I

made the following comments on the subject

:

"In view of conditions prevailing in the real estate market, it should not be

difficult for those companies, which are confronted with a real estate problem,

to dispose of foreclosed property in their possession. If sales cannot be made
at the present time, it certainly will be difficult to make them in the recon-

struction period which will follow the war. Those in charge of the real estate

sales departments of insurance companies should be realistic about the prices

they are asking for properties which have been in their hands for a number
of years. If we adopt a realistic program now with respect to the valuation

and disposition of real estate and apply it uniformly in supervising the affairs

of life insurance companies, there will be less to concern us should we be
confronted with a depression. I recommend that the Committee on Real
Estate review the real estate rules adopted by this Association in 1940, with

a view to making any changes in the rules which present conditions warrant."

All of our domestic companies are aware of their real estate problems and con-

siderable progress is being made in the solution of these problems.

Sub-Standard Risks

There is an increasing interest among our domestic companies in the so-called

sub-standard risk, that is, a risk which possesses certain physical impediments
that render the insurance of life more hazardous than the average. It is, of course,

desirable that such persons obtain life insurance within reasonable limits. Some
of our domestic companies have undertaken to insure such cases, retaining a small

amount of insurance and reinsuring the balance. This practice raises certain
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questions in connection with the administration of Section 20 of Chapter 175.

These questions are embodied in a letter dated October 6, 1943, directed to the

Attorney General. The Attorney General replied to my inquiry in this regard

under date of October 25, 1943. These letters are self-explanatory and they are

attached hereto marked Appendix B. We are administering Section 20 in accord-

ance with the Attorney General's interpretation. All domestic life insurance

companies have been so notified.

Growth of Life Insurance Business Transacted by Domestic Life Insurance
Companies and Savings Bank Life Insurance Departments

The following tables indicate the ten year growth of life insurance business in

this Commonwealth. The tables deal solely with the developments accomplished

by domestic companies and savings bank life insurance departments. The growth

of these companies poses concurrent supervisory problems, particularly in view

of the statutory requirements that the Department of Insurance value-life in-

surance policies. '

While, from time to time, the cost of supervision has been increased as a result

of this growth, it should be borne in mind that the premium taxes and valuation

taxes more than offset the increased cost of supervision. Although the tax revenue

does not appear as a direct receipt of this Department, it is revenue acquired for

the purpose of liquidating the cost of the supervision of these life insurance organi-

zations.

The most heartening inference to be drawn from the continued growth of life

insurance companies is the inference that this growth is evidence of the self-reliance

of our people in providing for themselves and their dependents through private

insurance sources.

Increase in Business of Domestic Companies in Ten-Year Period
Life Companies
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Examinations of Insurance Departments of Savings Banks

The Life Insurance Departments of the following Massachusetts Mutual Savings
Banks and the General Insurance Guaranty Fund were examined during 1943.
Examinations of the Beverly, Cambridge and Waltham banks and the Lynn
Institution for Savings were scheduled for 1942 and were made as of October 31,
1941. All others were made as of October 31, 1942.

Bank
Arlington Five Cents Savings .

Beverly Savings .....
Cambridge Savings ....
City Savings .....
Fall River Five Cents Savings .

Greenfield Savings ....
Institution for Savings in Roxbury and Vicinity
Lynn Five Cents Savings
Lynn Institution for Savings .

Massachusetts Savings ....
Newton Savings
Somerville Savings
Suffolk Savings
Waltham Savings
Whitman Savings
Wildey Savings
General Insurance Guaranty Fund

The foregoing schedule of examinations of Savings Bank Life Insurance insti-

tutions shows that we have been successful in our efforts to bring the examinations

down to date. During the year our examiners not only completed the schedule

for 1943 but were able to complete the examinations of four institutions scheduled

for the year 1942,

Massachusetts Casualty, Surety and Title Companies, including U. S. Branch
of Employers' Liability Assurance Corporation. Exhibit of their development
in a ten year period.
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through the medium of fraternal benefit societies. Other proposals were offered

on behalf of certain fraternal benefit societies— among them House Bills No. 808

and No. 817 respectively, designed to change Section 14, Chapter 176.

These latter mentioned Bills were undoubtedly introduced for the purpose of

authorizing certain portions of the moneys collected for mortuary and disability

purposes to be used for expense purposes. Despite the plain intent of Section 14

of Chapter 176, some fraternal benefit societies have persisted in illegally abstract-

ing funds collected for mortuary or disability purposes which they allegedly used

for defraying investment expenses. We contend that this practice is illegal and
contrary to law.

The officers of the New England Order of Protection indicated to me that they

have no disposition to willfully disregard the law, but they feel my ruling is er-

roneous. Counsel for the New England Order of Protection contested my decision

in the Supreme Court of this Commonwealth. The Court upheld the position

of the Department in substantially all respects. A complete report on this subject

was included in my 1942 report, together with a copy of the decision of the Supreme
judicial Court. It will be noted that the Court affirmed our interpretation of

Section 14, in the following language: "The primary purpose of the legislation

included in Chapter 176, is to safeguard these funds and thus to protect the bene-

ficiaries for whose necessities the members have sought to provide." (New England
Order of Protection, 312 Mass. 106 at page 109.) The controversy which developed

at the hearing on these Bills resulted in the Legislature adopting Chapter 44 of the

Resolves of 1943, which reads as follows:

"RESOLVE PROVIDING FOR A STUDY BY A SPECIAL COMMISSION
RELATIVE TO THE LAWS OF THE COMMONWEALTH RELATING
TO FRATERNAL BENEFIT SOCIETIES.

WHEREAS, Many difficulties have arisen with reference to fraternal benefit

societies because of recent court decisions concerning practices followed by
such organizations under existing laws for many years ; and

WHEREAS, It has proved impossible to solve the problems relating to

such societies in the limited time available because of their complicated nature

and far reaching effect ; and

WHEREAS, It is desirable to maintain the status quo until such time as

a thorough study has been made with a view to promulgating remedial and
protective legislation; therefore be it

RESOLVED, That a special unpaid commission, to consist of one member
of the senate to be designated by the president thereof, three members of

the house of representatives to be designated by the speaker thereof, the

commissioner of insurance or a member of his department designated by him,

and two persons to be appointed by the governor, with the advice and consent

of the council, is hereby established for the purpose of making a study of

the laws of the Commonwealth relative to fraternal benefit societies, with a

view to making such changes in said laws and additions thereto as may be
necessary for the best interests of the public. In making its study hereunder,

said conamission shall consider the subject matter of current house documents
numbered sixty-eight, two hundred and twenty, two hundred and twenty-
one, eight hundred and eight, eight hundred and sixteen and eight hundred
and seventeen. Said commission may expend for clerical and other services

and expenses such sums, not exceeding, in the aggregate, two thousand dollars,

as may hereafter be appropriated therefor. Said commission shall report to

the general court the results of its study, and its recommendations, if any,

together with drafts of legislation necessary to carry said recommendations
into effect, by filing the same with the clerk of the house of representatives

on or before the first Wednesday of November in the year nineteen hundred
and forty-four."
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In view of the fact that Your Honorable Body believes that "it is desirable to
maintain the status quo until such time as a thorough study has been made with
a view to promulgating remedial and protective legislation," I shall await the
report of the Special Commission authorized by the foregoing Resolve before
proceeding with the revocation of licenses of those societies which have obvious
disregard for the law as interpreted by our Supreme Judicial Court. In fairness

to the New England Order of Protection, it should be observed that that Order
has complied with the decision of the Court and the officers have discontinued
the practice ruled illegal in the above quoted case.

I have revised my ruling of April 27, 1940, which required that surrender charges
collected upon the lapsation of insurance protection, should remain in the mortuary
fund, because after lengthy conferences and study by the Actuarial Division, I

am convinced that the surrender charges are actually collected for expense pur-
poses. Copy of my ruling on this matter will be found in another section of this

report embodying all rulings of the Commissioner as required to be included in

the report by law.

In my semi-annual report to the National Association of Insurance Commis-
sioners, I made the following comments relatinj^ to the supervision of fraternal

benefit societies

:

"The change in activities of fraternal societies, which places greater emphasis
on the insurance benefits, provided by these societies, is worthy of study by
our Committee on Fraternals. Fraternal benefit societies protect a large

number of our citizens and in many instances, provide the only insurance

protection available to the widows and orphans of the members of these

societies. Insurance supervisors should evidence the same interest in the

insurance affairs of fraternal benefit societies that they do in the affairs of

an insurance company. It is highly important that the mortuary and dis-

ability fund of fraternal benefit societies be adequately safeguarded. I suggest

that the Committee on Fraternals give consideration to the desirability of

establishing a uniform fraternal code of law. This matter has been under
consideration in the past. It has been many years now since the Association

has given consideration to the revision of fraternal laws. During those years,

the activities of the fraternal benefit societies have changed to such an extent

that some of the laws are difficult to administer. I expect shortly to appoint

the Committee of Actuaries, authorized at the June meeting, whose duty it

will be to consider the revision of the National Fraternal Congi-ess Mortality

Table, and to give some thought to the subject of non-forfeiture benefits

provided by fraternal benefit societies. We shall welcome any views which

the National Fraternal Congress cares to present to either of our Fraternal

Committees."

If a uniform Fraternal Code can be devised through cooperation between the

National Association of Insurance Commissioners and the National Fraternal

Congress, many of the difficulties, arising as a result of the piecemeal amendment
of laws designed to protect the members of the fraternal benefit societies, will be

eliminated. The insurance facilities of fraternal benefit societies provide pro-

tection to certain groups of individuals who might otherwise not be reached and
impressed with the desirability of providing, through private means, social security

benefits for their dependants. It is highly important that supervisory attention

be directed toward the activities of these societies in proportion to the service

they render our citizens.

The following schedule shows the development of the aggregate income, assets

and membership of fraternal benefit societies in this Commonwealth

:
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Below is a list of the fraternal corporations which were authorized in this Com-
monwealth from January 1, 1943 to December 31, 1943, and also a list of those
which ceased to transact business during the same period

:

Corporations Authorized During the Year 1943

Name Location Date of Authority

Women's Mutual Benefit Society, of Salerno*. . . . Boston Apr. 2
Norden Relief Fraternity* ....... Boston May 14
Waltham Police Relief Association, Incorporated . . . Waltham Aug. 16
The Women's Mutual Benefit Society St. Anthony of Padua* . Newton Sept. 20
Lexington Firemen's Benefit Association, Inc.,* . . . Lexington Dec. 6

Corporations Ceasing to Transact Business Since January 1, 1943

Name Location Date and Remarks
Italian Community Center Benefit Society . . Lynn June 12, 1943. Dissolved under

the provisions of Section 10 of
Chapter 176, General Laws.

Vittorio Italian Fraternal Society . . . Boston June 15, 1943. Dissolved under
the provisions of Section 10 of
Chapter 176, General Laws.

Order Sons of Zion N.Y., N.Y. Sept. 17, 1943. Withdrew from
Massachusetts.

Incorporated under the exemption of Section 46 of Chapter 176 of the General Laws.

Workmen's Compensation Insurance

Interstate Rating

The increased productivity of industry resulting from around-the-clock operation

of nearly all industrial plants engaged in producing the materials of war has in-

creased employment and payrolls to such an extent that the volume of workmen's
compensation premium is daily reaching new high levels. The interstate activities

of many corporations have given rise to a demand for consideration of interstate

rating programs. The problem of interstate rating of workmen's compensation
insurance is not a single State problem, therefore, it must be solved at the national

level through the committees of the National Association of Insurance Commis-
sioners. Recognizing this to be a fact, I have referred this subject to the National

Association of Insurance Commissioners in my address of November 29, 1943.

I said,

"During the past six months, there has been considerable controversy on the

subject of workmen's compensation insurance rates. This controversy seems to

indicate a necessity for closer consideration by our Workmen's Compensation
Committee of the rate making processes by which workmen's compensation rates

are computed. Your Executive Committee suggested that the Workmen's Com-
pensation Committee meet at the National Council on Workmen's Compensation
Insurance for the purpose of discussing with the Honorable Clarence W. Hobbs,
representative of this Association, and the staff of the National Council, various

rate making formulas and practices used by the organization. It was further

suggested that any reports or proposals, relative to this most technical subject,

be forwarded to the Commissioners at their various State offices at least one

month in advance of the meeting of this Association, at which the matters are to

be acted upon. This will enable the several Commissioners to study the problem
in question and to seek the advice of their own technical experts. If this procedure

is followed, the Commissioners will be in a much better position to intelligently

act upon the proposals.

It is inconceivable that approval of the workmen's compensation rating pro-

gram, involving the principles of graded expenses, should be expected without

the factual and statistical data necessary to support the gradation of expenses.

The Casualty Advisory Committee on Interstate Rating, appointed by former

Superintendent Pink of New York, has this to say in its report to our Association

last June—'The Committee agrees that the expense portion of the rate, producing

as it does a substantial part of the total premium, should be subject to the same
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factual determination as the loss portion of the rate. In the event this expense

portion is to be graduated by size of premium, such graduation should also be

supported by reasonable and valid data collected from the carriers.' The fore-

going quotation is found on page 171 of the 1943 volume of the Proceedings of the

National Association of Insurance Commissioners and yet no Insurance Com-
missioner in the United States has received factual or statistical data to support

the expense graduation. It is conceivable that there would be discrimination

against small policyholders in favor of the large policyholders. In all States, only

a very small percentage of policyholders receive advantage from these plans. In

resolving the tie-vote concerning the approval of these plans, Mr. Henry D. Sayer,

General Manager of the New York Rating Board, has this to say, 'It is my view
that this program does not adequately take care of the small policyholder, but
rather may prove to work out in the long run to give advantage to the large policy-

holder at the expense of the small policyholder. The proposed plans would seem
to be inspired by their proponents, having more regard to competitive advantage
than to sound insurance principles.' This is a courageous statement by a competent
expert on workmen's compensation insurance. If Mr. Sayer's views are sound,

how will any Insurance Commissioner answer the thousands of little employers

if they ask why they were not favored—if they ask why there is discrimination

against them? We certainly should approve any rate program which will result

in lower premiums to the public, provided those lower premiums are equitable to

all classes of policyholders. We cannot decide this question intelligently if we are

not furnished with factual and statistical data on the expense portion of the rate.

Our representative at the National Council is presently working on an expense

reporting plan to be used by all carriers reporting expenses to justify the expense

loading in compensation rates. I wonder if we should approve graded expense

plans until this plan is available. This matter of expenses is not a new problem.

It has been discussed twelve or fourteen times by the Casualty Actuarial Society

over a period of years. Certainly by this time, something should have been done
about it. A very excellent discussion is contained in the Proceedings of the Casualty
Actuarial Society Volume 17. A list of the papers discussiong the topic is ap-

pended to this address.

The use of the War Department Insurance Rating Plan and the Retrospective

Rating Plan and numerous other special rating plans have resulted in a distortion

of certain schedules in the annual statement blank, particularly Schedule P. The
former Commissioner of California has recently as last year tried to develop a

new Schedule W, designed to produce a true picture of compensation expense

ratios. Our Blanks Committee is presently considering some of these problems.

I urge a report as soon as possible.

The present compensation rates are predicated upon experience no later than

1941, and under the new rating program, approved by the Association last June,

rates will be predicated upon a two year experience during which nearly full em-
ployment at high wages prevailed. A situation that every compensation under-

writer, and claim man knows is conducive to low loss ratios. Persons injured during

such a period return to work as soon as they are able to do so and in some cases,

before they really should, in order to get the benefit of the higher wages, but when
employment slackens, cases are re-opened and unreported accidents appear in

vast numbers. The problem becomes more acute when business recedes because

compensation premiums, based on payrolls, are considerably reduced because of

the reduction in employment and wages. Those of us who were engaged in the

insurance business following the last War know that we are facing a period of

inadequate compensation premiums if the same situation prevails with respect

to unemployment. I suggest that the National Council and Mr. Hobbs give careful

consideration to the desirability of a rate-making program which will avoid having
rates, peaks and valleys at improper times."

Massachusetts Compensation Rates

The revision of workmen's compensation rates, which was approved by me to

become effective as of the commencement of the current calendar year, affected
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rate reductions for nearly all workmen's compensation insurance risks in this
Commonwealth. The total decrease in manual rates was 7.1%. Compensation
rates have been reduced annually since 1936. The cumulative reduction since
that year is approximately 31%. The rates on 529 classifications have been de-
creased, while only 66 classifications have been increased. The total increase on
these classifications averages less than 5%.

A careful review of the experience on the smaller risks, particularly those subject
to minimum premium charges, disclosed the necessity for a reduction in the compu-
tation of the minimum premium. The revision of the minimum premium compu-
tation has effected a substantial saving for more than 5,100 smaller employers of
labor in the Commonwealth. Most of the risks paying a minimum premium for
compensation insurance have not, in the past, benefited from rate revisions because
of the minimmn premium rule. I estimate a saving of more than $800,000 in
premiums to the holders of compensation policies in Massachusetts as a result of
the present annual rate reduction.

Compulsory Workmen's Compensation Insurance and Self-Insurance

Chapter 529 of the Acts of 1943 requires nearly all employers of labor in the
Commonwealth to insure under the provisions of the Workmen's Compensation
Law, or provide for self-insurance in accordance with the terms of this Chapter.

The proper administration of the provisions of Chapter 529 of the Acts of 1943
required the interpretation of certain provisions of the new law. Therefore, I
posed several questions to the Attorney General in a letter dated September 24,
1943. I received a reply to these questions in a letter from the Attorney General
dated October 13, 1943. I think the Legislature should be made aware of the
interpretation placed upon this law by the Attorney General; hence, I am attach-
ing copies of both letters to this report marked Appendix C.

In Part II of my report to the Legislature in the year 1941, pages vi and vii, I
expressed the views of the Department of Insurance with respect to this legis-

lation. I pointed out that the use of the word "re-insurance" in a law quite similar
to Chapter 529 of the Acts of 1943 was conducive to confusion in the interpretation
of the word unless it was specifically defined. That prediction is now an accom-
plished fact. It appears that a foreign company is intent upon issuing an "aggregate
stop-loss" contract as a re-insurance pohcy. I was asked to rule on the legality of
the transaction involving the issuance of an "aggregate stop-loss" contract. Pru-
dence dictated that I should not decide this question personally because of the
possibility a decision unfavorable to the parties propounding the question might
be interpreted as a disinclination on my part to submit to the will of the Legislature.
Therefore, I submitted the question to the Attorney General for decision. The
decision is a very important one and may have far-reaching consequences for

the injured people of this Commonwealth who rely upon benefits provided by
the Legislature through the medium of the Workmen's Compensation Law. In
view of this fact, I am calling to the attention of the Legislature my letter of
November 19, 1943, addressed to the Attorney General and his reply of December
15, 1943. These letters are attached hereto identified as Appendix D.

Further difficulty in the administration of Chapter 529 of the Acts of 1943 is

evidenced by an inquiry directed to the Attorney General by the Chairman of the
Industrial Accident Board; to which a reply was made by the Attorney General
under date of December 13, 1943. I believe this interpretation of the law should
also be before the Legislature. I have, therefore, included it as Appendix E at-

tached to this report.

It is my purpose to administer the law in accordance with the opinions rendered
by the Attorney General and set forth in the Appendixes hereinbefore referred to.

From time to time, as additional questions of interpretation arise, further opinions
will be sought. If the intent of the Legislature differs from that expressed in the
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opinions of the Attorney General, I am confident that some member of the Legis-

lature will introduce legislation to remedy this situation.

Assigned Risks—Compensation

Attached to and made part of this report, marked Appendix F, is a letter directed

to the Attorney General under date of September 27, 1943, together with his reply

dated October 5, 1943, dealing with the questions arising in connection with the
administration of the law in connection with the assignment of rejected risks and
pooling of workmen's compensation insurance. The Act, imposing these 'duties

upon the Commissioner of Insurance, was enacted by the Statutes of 1939, Chapter
489, inserting Section 65A to 65M in Chapter 152 of the General Laws. I believe

the questions here involved should also be called to the attention of the Legis-

lature in connection with my report on the administration of the provisions of

the Workmen's Compensation Law involving duties imposed upon the Com-
missioner of Insurance. The questions here involved are the first questions involv-

ing differences of opinion between the Commissioner of Insurance and the insurance

companies subject to the provisions of this law. I mention this fact because it

evidences the intelligence in the administration of the law by the Deputy Com-
missioner and his associates who have been assigned this rather trying task.

Problems of the Rating Bureau

The Massachusetts Rating and Inspection Bureau, under the management of

Mr. Roy E. Hatfield, has been for many years designated by the Commissioner
of Insurance as the statistical agency for the purpose of accumulating data which
enables the Commissioner to perform the duties imposed upon him under the
provisions of Chapter 152 with respect to the approval of workmen's compensation
rates. This Bureau has rendered outstanding and competent service to the Com-
monwealth under the direction of representatives of the insurance carriers super-

vised by the Insurance Department.

The demands of the Federal Government for national defense equipment re-

sulted in the request for the release of certain statistical machinery possessed by
the Rating Bureau. After conference with the Commissioner, it was determined
that some machinery could be released without too serious an impairment of the
statistical data required by the Commissioner of Insurance. I mention this because
it is further evidence of the difficulties under which both the insurance carriers

and the Department of Insurance are working in this war-time era. It manifests
also the spirit of cooperation with the Federal Government, while at the same
time carrying out our responsibility to the people of this Commonwealth in the
matter of supervision of workmen's compensation insurance rates.

Teachers' Retirement System

Reference to my report for the year 1941 will indicate that the Ways and Means
Committee of Your Honorable Body demanded action by this Department involv-

ing the promulgation of a mortality table which would eliminate the mounting
deficits in the Teachers' Retirement System. After considerable work under
pressure, we produced a table designed to accomplish the purpose. Responding
to the request of the teachers, the Legislature set aside the mortality table and
interest rate prescribed by the Commissioner of Insurance to eliminate the deficit.

Deficiencies of the Teachers' Retirement System

The subject matter was reconsidered at the 1943 session of the Legislature and
under the provisions of Chapter 496 of the Acts of 1943, the basis was reverted to

the old table and adjustment provided for recalculation of benefits for those mem-
bers who had retired on the basis of calculations under the new table. Further
change in mortality tables was specifically deferred by this legislation until July 1,

1947.
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The deficiencies of the Annuity Reserve Fund of the system have occurred as

follows

:
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MISCELLANEOUS SYSTEMS

Retirement System of the Commonwealth

Teachers' Retirement System

The following examinations scheduled for 1943 could not be started due to
limitation on our examination staff:

Barnstable County Adams Gardner
Franklin County Athol Gloucester

Easthampton Worcester
Montague

Examinations of twenty-nine retirement systems were made in 1943. These in-

cluded the Retirement System for State Employees and the Teachers Retirement
System which are the two largest systems under the supervision of this Department.
The Hampden County and City of Melrose systems scheduled for examination
in 1942 were done in 1943. Nine retirement systems scheduled for examination in
1943 were not done despite the intense effort of the examiners to complete the
schedule.

The following list represents the examination and administrative expense in-

curred by the Insurance Department in connection with the various county, city
and town retirement systems for the period from December 1, 1942 through
December 31, 1943 and assessed against the respective units under the provisions
of Section 34A, Chapter 32 of the General Laws. Examination expense pertains
only to those units examined during that period and includes salaries and travel
expenses of the examiners. Administrative expense includes salaries of depart-
ment personnel together with amounts expended for miscellaneous oflEice expense.

Name of Unit Total Expense
Counties

Barnstable.........$ 103.50
Berkshire 64.20
Bristol 240.50
*Dukes 39.13
Essex 517.50
Franklin 18.00
*Hampden 479.68
Hampshire......... 63.00
Middlesex 1,645.08
Norfolk 322.50
Plymouth 439.85
Worcester . . . 1,384.94

Total $ 5,317.88

Cities and Towns
Adams $ 51.80
Amesbury ......... 246.74
Andover . . . . . . . . . 331.97
Arlington ......... 450.90
Athol 70.00
Attleboro 339.81
Belmont ......... 432.00
Beverly 408.81
Braintree ......... 344.08
Brockton 551.70
Cambridge......... 615.00
Chicopee ......... 202.60
Clinton 295.66
Concord 196.50
Danvers ......... 96.70
Dedham ......... 223.78
Easthampton ........ 59.00
Fairhaven ......... 23.50
Fall River 892.32
•Falmouth 118.96
Framingham ........ 116.60
Gardner ......... 64.60
Gloucester ........ 105.20
Greenfield 121.00
Haverhill 245.30
Hingham 99.00
Holyoke 192.20
Hull 65.10
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Name of Unit
Cities and Towns Total Expense
Lawrence ......... 554.00
Leominster ........ 132.00
Lexington 107.20
Lowell 247.40
Lynn 602.90
Maiden 138.00
Marlboro 87.70
Marblehead 163.90
Maynard 183.70
Melrose . 429.27
Methuen 104.80
Milford 81.40
Milton 128.80
Montague ......... 8.00
Natick 89.50
Needham 145.90
New Bedford 328.50
Newburyport ........ 60.40
North Adams 88.40
Northampton 128.80
North Attleboro 53.20
Northbridge . . 33.40
Norwood 152.90
Peabody 123.50
Pittsfield 215.60
Plymouth 55.80
Reading 589.44
Revere 95.80
Salem 151.00
Saugus ......... 71.50
Shrewsbury 233.06
Southbridge 42.40
Springfield 694.60
Stoneham 74.40
Swampacott ........ 43.60
Taunton 1,244.94
Wakefield 452.35
Waltham 333.84
Watertown 549.92
Webster 75.30
Wellesley 228.00
Westfield 172.50
West Springfield 85.40
Weymouth 186.20
Winchester 99.60
Winthrop 359.94
Woburn 450.56

Total— Cities and Towns 817,530.16
Total— Counties 5,317.88

Total— Counties, Cities and Towns $22,848.03
Examined in 1943.
Examined in December, 1942.

Agents and Brokers Licensed

The continued demands of the Armed Forces of our country have reduced the

number of applicants for agents and brokers licenses. Information concerning
agents and brokers examined is set forth below:

Agents Year Appeared Passed % Passed
1940 2088 1596 76.4

1941 1755 1226 69.8

1942 , 1521 1021 67.1

1943 1387 1012 73.1

Brokers 1940
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Compulsory Motor Vehicle Liability Insurance

The calculation of compulsory automobile rates for 1944 has been more difl&cult

than in the years preceding the War due to many uncertainties and conflicting

elements.

A review of the statistical data, available for the period during which gasoline

and tire rationing has been in force, demonstrates that the actuarial methods and
the procedure adopted by the Department have produced a sound result in ac-

cordance with the requirements of the law. The normal or base rates have been
computed in accordance with the usual rate making procedure v/ith few resultant

changes.

Our statistics indicate that the application of the war and emergency discounts

will produce premiiuns from nine to ten million dollars less than premiums which
would be payable if normal rates were used.

The statistics further show that there should be a redistribution of the savings

produced by the improved experience. The result of the redistribution produces
a discount of fifty percent off base rates to the owners of private passenger auto-

mobiles registered as such, who are limited to a basic ''A" gasohne ration book

—

thirty percent off base rates to owners of private passenger automobiles registered

as such, who are limited to a "B" ration book, or to an "A" ration book and a"B"
ration book—ten percent off base rates to all other owners of private passenger
automobiles registered as such, and a ten percent discount off base rates to certain

other classifications. Thirty percent off base rates is allowed the owners of motor-
cycles.

Ride-Sharing Program

The wartime demand for fuel which has caused the limitations on driving of

private motor vehicles has seriously curtailed our transportation facilities—the

difiiculties being experienced by those employed in war plants were called

to the attention of his Excellency, the Governor, who appealed to the owners of

automobiles to utilize the carrying capacity of their automobiles by transporting
their friends and neighbors to and from their places of employment. A number
of our citizens have expressed a willingness to cooperate in the ride-sharing pro-

gram, but were prevented from fully cooperating because of the technical diffi-

culties experienced in connection with the automobile insurance coverage afforded

them under the provisions of the Compulsory Motor Vehicle Liability Insurance
Law. This situation was communicated to His Excellency, the Governor. He
issued Executive Order No. 48, acting under the provisions of the Acts of 1941,

Chapter 719, and the Acts of 1942, Chapter 13, conferring emergency powers upon
him during the existing state of war.

Executive Order No. 48, together with Executive Order Nq. 21, previously
issued, enabled the insurance companies to afford protection which would en-
courage full cooperation in the ride-sharing program. Executive Order No. 21
and Executive Order No. 48 are made a part of this report, designated as Appendix
G and Appendix H, respectively.

The success of the ride-sharing program is assured through the cooperation of

public authorities, private insurance carriers and the automobile owners of this

Commonwealth

.

Assigned Risk Plan—Voluntary

The voluntary plan for assignment of automobile insurance risks which find

difiiculty in securing voluntary insurance through voluntary acceptance by the
insurance carriers continues to operate under the direction of the management of
the Massachusetts Automobile Rating and Accident Prevention Bureau. The
plan has worked out very satisfactorily and great credit is due the Bureau staff

for their fair and reasonable treatment of the public. The total number of risks

assigned under this plan for the calendar year 1943, may be summarized as follows:
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Assignments over the counter

Assignments by mail .

4,934
1,095

Total Assignments 6,029

Renewals of 1942 Assignments accepted for credit under the Plan 2,930

Total 8,959

The staff of the Bureau declined to issue certificates of assignment to 217 appli-

cants. Three applicants were rejected by insurance carriers as ineligible for

assignment.

The improved experience due to limited driving is probably partially responsible

for the reduction in the number of assignments. The assignment of risks has

eliminated the delays which might otherwise be experienced on account of the

statutory procedure required for the disposition of cases by the Appeal Board on

Motor Vehicle Liability Policies and Bonds.

Board of Appeal on Motor Vehicle Liability Policies and Bonds

The following is a tabulation of the disposition of all cases heard by the Board

of Appeal for the last three years.

CANCELLATIONS
Sustained, after hearing

Complainant defaulted

Both defaulted

Agreement or withdrawn .

NOT A PROPER RISK

Annulled, after hearing

Reinstated
Company defaulted

Invalid cancellation

Continued generally

Dismissed, filed late .

Complaint invalid .

Power of Attorney .

New Certificate filed

Cancel by insured .

No cancellation

Res. Adjudicata
New policy issued .

Sub-total ....
REFUSALS

Sustained, after hearing

NOT A PROPER RISK
Not Proper and Reasonable
Company defaulted

Dismissed, Complainant defaulted

Both defaulted

Withdrawn
Refusal not proved
Co. agrees to issue

Policy issued .

Filed late

Other insurance

Company not writing

mi
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Continued Generally

Res. Adjudicata
Complaint Invalid

Company unauthorized

Sub-total .

Grand Total

1941
1

6

m2
2

10

xxm
19^3

1

1,597 921

5,588 3,361

495

1,426

The decrease in the number of cases heard by the Board of Appeal in 1943 is due
in a great measure to the operation of the Massachusetts Motor Vehicle Assigned
Risk Plan and the emergency war conditions.

The following is a disposition of the cases appealed to the Superior Court from
the decisions of the Board of Appeal for the last three years.

Number of cases appealed
Affirmed by the Superior Court
Reversed by the Superior Court
Dismissed for various reasons .

Decrees not returned

At Boston
At New Bedford
At Worcester
At Lawrence
At Springfield

At Pittsfield .

Examination of Life and Casualty Insurance
Organizations

Company or Organization
Examinations Completed in 1943

Adam Mickiewicz Polish National Benefit Society
1 American Mutual Liability Insurance Co.
> American Policyholders' Insurance Co.
Boston Casualty Co. .

Christopher Columbus Italian Mutual Aid and
Benefit Society, Inc. ....

' Columbian National Life Insurance Co.
County Roscommon Benevolent Association
Craftsman Insurance Co.

1 Liberty Mutual Insurance Co.
' Massachusetts Bonding and Insurance Co.
1 Massachusetts Protective Association
1 Massachusetts Protective Life Insurance Co.
Mutual Benefit Society of Saint Mary of Alvito

Independent .....
Mutual Boiler Insurance Co. .

' Paul Revere Life Insurance Co.
St. Stanislaus Bishop and Martyr Fraternal

Benefit Society......
Society of St. John of Monte Marano Women for

Mutual Aid and Benefit
' State Mutual Life Assurance Co.
Title Insurance Co. of Hampden County .

U. S. Post Office Inspection Service Mutual
Benefit Association, Inc. ....

Location

Boston
Boston
Boston
Boston

Winchester
Boston
Boston
Boston
Boston
Boston
Worcester
Worcester

Newton
Boston
Worcester

Chelsea

East Boston
Worcester
Springfield

9^
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This Department also participated in zone examinations of the Continental
Casualty Company in Chicago, the Shelby Mutual Casualty Company of Shelby,
Ohio and the Royal Clan, Order of Scottish Clans, chartered in Missouri but with
national headquarters in Boston. The Continental Casualty and the Scottish
Clans were examined as of December 31, 1942 and the Shelby Mutual Casualty
as of August 31, 1943. The Commonwealth was reimbursed for salaries and
expenses of our examiners subsequent to the fiscal period ending June 30, 1943.

The amounts received were $2,439.02 from the Continental Casualty, $666.50 from
the Shelby Mutual Casualty and $106.34 from the Scottish Clans. Also an investi-

gation was made of the affairs of the United Benefit Life Insurance Company of

Omaha, Nebraska, in connection with its application to transact business in

Massachusetts for which the Commonwealth was reimbursed in the amount of

$317.87 subsequent to June 30, 1943.

Zone Examination Expenses of Domestic Companies

The following schedule shows the charges made to domestic life, casualty and
affiliated fire insurance companies for services and expenses by examiners from
other states in connection with their participation in zone examinations completed
in 1943 together with the charges made by this Department to the companies for

expense of examining branch offices outside the Commonwealth. These charges
cover the entire cost of the examinations completed in 1943 whether the expenses
were incurred in that year or prior.

AMERICAN MUTUAL GROUP, BOSTON:
American Mutual Liability Ins. Co. . . $10,930.00
American Policyholders' Ins. Co. . . . 7,990.00
Allied American Mutual Fire Ins. Co. . . 2,164.00

Total $21,084.00

No. of Rate Rate
Zone State Examiner Days Per Day Services Per Day Expenses Travel Total

2 N. C. F. W. Kurfees 114 $25.00 $2,850.00 $ 9.00 $1,382.00 $198.00 $ 4,430.00
3 Miss. H. Hootman 151 25.00 3,775.00 10.00 1,800.00 216.00 5,791.00
4 Ind. A. W. Rodecker 160 25.00 4,000.00 9.00 1,692.00 140.00 5,832.00
5 Neb. G. G. Patton 142 15.00 2,130.00 10.00 1,650.00 141.00 3,921.00

$12,755.00 $6,524.00 $695.00 $19,974.00
Mass. Examiners at Branch Offices — 844.00 266.00 1,110.00

Totals $12,755.00 $7,368.00 $961.00 $21,084.00

COLUMBIAN NATIONAL LIFE INS. CO., BOSTON:

3 Ga. J. D. Bansley 79 $25.00 $ 1,975.00 $ 8.00 $ 728.00 $ 99.00 $ 2,802.00

LIBERTY—UNITED GROUP, BOSTON:

Liberty Mutual Ins. Co $12,140.00
United Mutual Fire Ins. Co 5,357.00

Total ....... $17,497.00

2 Md. H. I. Mitchell 102 $25.00 $ 2,550.00 $ 8.00 $ 960.00 $ 76.00 $ 3,586.00
3 Tenn. W. C. Flournoy 126 25.00 3,150.00 8.00 1,332.00 126.00 4,608.00
4 Minn. L. Evans 125 25.00 3,125.00 8.00 1,192.00 123.00 4,440.00
5 Texas R. R. Butler 126 14.50 1,832.00 8.00 1,385.00 116.00 3,333.00

$10,657.00 $4,869.00 $441.00 $15,967.00
Mass. Examiners at Branch Offices — 1,067.00 463.00 1,530.00

Totals $10,657.00 $5,936.00 $904.00 $17,497.00

MASSACHUSETTS BONDING AND INS. CO., BOSTON:

3 Fla. R. W. Davis 115 $25.00 $ 2,875.00 $ 7.50 $1,043.00 $ 33.00 $ 3,951.00
5 Okla. W. C. Curnow 115'/2 25.00 2,888.00 8.00 1,120.00 92.00 4,100.00

$ 5,763.00 $2,163.00 $125.00 $ 8,051.00
Mass. Examiners at Branch Office — 464.00 116.00 580.00

Totals $ 5,763.00 $2,627.00 $241.00 $ 8,631.00
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MASSACHUSETTS PROTECTIVE GROUP, WORCESTER:
Massachusetts Protective Association
Massachusetts Protective Life Ins. Co.
Paul Revere Life Ins. Co.

No. of Rate Rate
Zone State Examiner Days Per Day Services Per Day Expenses Travel Total

3 Ala. T. Copeland 88 $25.00 $ 2,200.00 $ 8.00 $ 944.00 $116.00 $ 3,260.00
6 Mont. S. J. Doyle 90 25.00 2,250.00 8.00 936.00 205.00 3,391.00

Totals $ 4,450.00 $1,880.00 $321.00 $ 6,651.00

STATE MUTUAL LIFE ASSURANCE CO., WORCESTER:
2 Ohio G. M. Cousino 208 $25.00 $ 5,200.00 $ 8.00 $2,002.00 $ 74.00 $ 7,276.00

STATUTES ENACTED IN 1943 PERTAINING TO THE CLASSES OF
INSURANCE COVERED BY THIS VOLUME PUBLISHED BY

DIRECTION OF THE GENERAL LAWS CHAPTER 175
SECTION 17

[Chap. 24]

An Act making temporary provision relative to the filing of annual
statements of insurance companies and schedules accompanying the
SAME.

Whereas, The deferred operation of this act would tend in part to defeat its

purpose, which is to permit the commissioner of insurance to exercise, during the

current and certain subsequent years, the authority thereby given to him, there-

fore it is hereby declared to be an emergency law, necessary for the immediate
preservation of the public convenience.

Be it enacted, etc., as follows:

Section 1. During the continuance of the existing state of war between the

United States and any foreign country, but not later than June first, nineteen

hundred and forty-five, the commissioner of insurance is hereby authorized to

extend the time for the filing of schedules accompanying annual statements of

insurance companies transacting business in the commonwealth for not more
than sixty days beyond March first.

Section 2. During the continuance of the existing state of war between the

United States and any foreign country, but not later than June first, nineteen

hundred and forty-five, the commissioner of insurance is hereby authorized to

exempt insurance companies transacting business in the commonwealth from
filing such parts of their annual statements as in his judgment may be temporarily

discontinued. Approved February 18, 194S.

Comment:

On account of the difficulties which insurance companies have experienced in re-

taining skilled employees, many of whom have entered war-service employment, it was
physically impossible to comply with the statutory requirement that the schedules ac-

companying the annual statements be filed on or before March 1st.

[Chap. 54]

An Act providing for the collection by the commissioner of insurance op
charges and pees for the valuation of certain annuity contracts and
for certain certificates of valuation.

Be it enacted, etc., as follows:

Section 1. Section fourteen of chapter one hundred and seventy-five of the

General Laws, as most recently amended by chapter six hundred and ninety-three

of the acts of nineteen hundred and forty-one, is hereby further amended by insert-

ing after the paragraph contained in the fourteenth line the following paragraph :
—

For the valuation of each outstanding annuity contract of a domestic company,
four cents;
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Section 2. Said section fourteen of said chapter one hundred and seventy-five,
as so anaended, is hereby further amended by striking out the paragraph contained
in the sixty-third to the sixty-fifth Hues, inclusive, and inserting in place thereof
the following paragraph :

—
For each certificate of the valuation of life policies or annuity contracts, or

both, of any company and for each certificate of the examination, condition or
qualification of a company, two dollars;

.

Approved March 3, 1943.

Comment:
At the present time there is no provision in the law authorizing the Department to

charge a fee whenever it values annuity contracts and, in order to properly compute a
company's outstanding obligations, it is necessary that its annuity contracts be valued.

Until recent years there were not many of such contracts to value, but lately the

number of annuity contracts which the Department values has increased to such an
extent that, in our judgment, this service should be no longer provided unless a charge

for the same is to be made.

[Chap. 69]

An Act making temporary provision relative to the filing of annual
statements of insurance companies, or of schedules accompanying
such statements.

Whereas, The deferred operation of this act would tend to defeat its purpose,
which in part is to permit the commissioner of insurance to exercise, on or before

March first of the current year, the authority thereby given to him, therefore it

is hereby declared to be an emergency law, necessary for the immediate preservation
of the public convenience.

Be it enacted, etc., as follows:

Section 1. During the continuance of the existing state of war between the
United States and any foreign country but not later than June first, nineteen
hundred and forty-five, the commissioner of insurance is hereby authorized to

extend in any year the time for the filing of annual statements of insurance com-
panies transacting business in the commonwealth, or of schedules accompanying
such statements, for not more than sixty days beyond March first in said year.

Section 2. Section one of chapter twenty-four of the acts of nineteen hundred
and forty-three is hereby repealed.

Section 3. This act shall be effective as of March first in the current year.

Approved March 9, 1943.

Comment:

This legislation was presented to the Legislature after information had been received

by the Department to the effect that many insurance companies would be unable to

comply with the statutory requirement relating to the filing of their annual statements.

{General Laws, Chapter 175, Section 25.) The statute requires that companies file

their annual statements on or before March 1st, and this date is predicated on another

statutory requirement {General Laws, Chapter 176, Section 15) that the Commissioner
furnish each company the annual statement blanks during the month of December.

[Chap. 74]

An Act providing a penalty for the alteration, defacement, mutilation,
destruction or concealment of any record of a fraternal benefit
SOCIETY.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-six of the General Laws is hereby amended
by inserting after section thirty-two, as appearing in the Tercentenary Edition,

the following section:— Section 32A. Whoever with fraudulent intent alters,

defaces, mutilates, destroys or conceals any record of any fraternal benefit society

made by or in the custody of the secretary thereof shall be punished by a fine of

not more than one thousand dollars or by imprisonment for not more than one year,

or both. Approved March 11, 1943.
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Comment:
In many instances, when conducting the examination of fraternal benefit societies,

members of our staff have encountered difficulties occasioned by the alteration or the

lack of records which are required to be in the custody of the secretary.

In our judgment, the penalty specified in this Chapter for any violation of its pro-

visions; namely, a fine of not more than one thousand dollars or imprisonment for not

more than one year or both will be a deterrent to any person who might otherwise alter,

deface, mutilate, destroy, or conceal any record of a fraternal benefit society.

[Chap. 85]

An Act authorizing the granting of licenses to non-residents to act as

insurance agents of insurance companies, and limiting the powers of
such agents acting for foreign insurance companies.

Be it enacted, etc., as follows:

Section one hundred and sixty-three of chapter one hundred and seventy-five

of the General Laws is hereby amended by striking out the second paragraph,

inserted by chapter five hundred and two of the acts of nineteen hundred and
forty-one, and inserting in its place the following paragraph :

—
Nothing in this chapter shall be construed to prohibit the issue of a license

under this section as an insurance agent of a foreign company authorized to transact

business in the commonwealth to a person resident in any other state of the United

States granting similar licenses to residents of this commonwealth. A non-resident

licensed as an insurance agent of such a company shall transact business in the

commonwealth only through the lawfully constituted and licensed resident agents

of such company in the commonwealth. Nothing in this chapter shall be con-

strued to prohibit the issuance of a license under this section as an insurance agent

of a domestic company to a person resident in any other state of the United States.

Approved March 15, 1943.

Comment:

This legislation extends the law relating to the granting of licenses to non-resident

agents of insurance companies (General Laws, Chapter 175, Section 168 as amended
by Chapter 502, Acts of 194-1) by authorizing the issuance of such licenses to agents

of all types of foreign insurance companies provided similar privilege is granted

Massachusetts agents by the state of domicile. All such non-resident agents are re-

quired to transact business in the Commonwealth through a licensed resident agent of

the company.
The present statute. General Laws, Chapter 175, Section 163, permits the issuance

of a non-resident agent's license only to a non-resident agent of a foreign life insurance

company. There is no provision in the present law by which non-resident agents of

foreign companies other than life companies may receive licenses from this Depart-

ment. This situation subjects Massachusetts agents of domestic companies other than

life companies to the retaliatory statutes of other states thereby preventing them from
obtaining non-residents agents' licenses therein.

[Chap. 86]

An Act authorizing certain limited fraternal benefit societies to pay
increased benefits in certain cases.

Be it enacted, etc., as follows:

Section forty-six of chapter one hundred and seventy-six of the General Laws
is hereby amended by adding at the end of the paragraph inserted therein by
chapter two hundred and seventy-four of the acts of nineteen hundred and forty-

one the following sentence :
— A society to which the membership and funds of

another society shall have been transferred as aforesaid may continue to transact

business subject to this section, but may have a special class of members consisting

of those persons who held membership in each of said societies immediately prior

to the transfer, which members shall be entitled to dual benefits and shall pay
dual membership dues and assessments. Said class of membership shall not be
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expanded or replaced and shall not in any event receive disability benefits of more
than twenty dollars per week and death benefits of more than four hundred dollars.

Benefits not exceeding said amounts may be paid notwithstanding any other
provisions of law to the contrary. Approved March 15, 1943.

Comment :

This legislation authorizes the continuing fraternal benefit society which results

from a merger of two such societies to have a special class of members consisting of
those persons who held membership in each of the merging societies. These members
are to be entitled to dual benefits but must pay dual membership dues and assessments
and the class is not to be expanded nor replaced.

Disability benefits of this class are limited to twenty dollars per week and death

benefits are subject to a limit of four hundred dollars. This legislation is applicable

to societies formed under Section 46 of General Laws, Chapter 176.

[Chap. 126]

An Act further extending the teem during which banking institutions
and insurance companies may make loans insured by the federal
housing administrator and further authorizing certain loans so
INSURED.

Whereas, The provisions of law sought to be extended by this act would, but
for this act, shortly cease to be effective, but the circumstances and conditions

which made advisable their enactment still continue and it is accordingly desirable

that said provisions continue in effect without interruption; therefore this act is

hereby declared to be an emergency law, necessary for the immediate preservation
of the public convenience.

Be it enacted, etc., as follows:

Section 1. The first paragraph of section one of chapter one hundred and
sixty-two of the acts of nineteen hundred and thirty-five, as most recently amended
by chapter two hundred and sixty of the acts of nineteen hundred and forty-one,

is hereby further amended by striking out, in the tenth line, the word "forty-three"

and inserting in place thereof the word:— forty-five,— so as to read as follows:—
Subject to such regulations as the commissioner of banks deems to be necessary
or advisable in respect to trust companies, savings banks, co-operative banks or

credit unions, and to such regulations as the commissioner of insurance deems to

be necessary or advisable in respect to insurance companies, any trust company,
savings bank, co-operative bank, credit union or insurance company doing business

in this commonwealth is authorized for a period ending July first, nineteen hundred
and forty-five

:

Section 2. Subdivision (6) of said section one, as most recently amended by
chapter two hundred and forty of the acts of nineteen hundred and thirty-seven,

is hereby further amended by inserting after the word "make" in the first line,

the words:— and acquire, — so as to read as follows:—
(6) To make and acquire such loans secured by mortgages on real property in

this commonwealth as the federal housing administrator insures and to obtain

such insurance.

Section 3. Said section one, as amended, is hereby further amended by insert-

ing after subdivision (6), as appearing in section one of said chapter two hundred
and forty, the following subdivision :

—
(bb) To collect and apply payments due upon and otherwise to service any

mortgage loan originated by it and insured by the federal housing administrator

and with respect to such mortgage loan to make agreements with any mortgagees
approved by the federal housing administrator to collect and apply payments
due upon and otherwise to service any such mortgage loan.

Approved March 31, 1943.

Comment:
This law merely extends from July 1, 1943, until July 1, 1946, the term during

which banking institutions and insurance companies may make loans insured by the

Federal Housing Administrator.

'
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[Chap. 183]

An Act relating to the computation of reserves required of insurance
companies with respect to certain policies of liability insurance.

Be it enacted, etc., as follows:

Section 1. Section twelve of chapter one hundred and seventy-five of the
General Laws, as appearing in the Tercentenary Edition, is hereby amended by
striking out all before the word "policies" in the twentieth line and inserting in

place thereof the following:— Except as otherwise provided in section twelve A,
the commissioner shall each year compute the reserve required of liability com-
panies for outstanding losses under insurance against loss or damage from accident
to or injuries suffered by an employee or other person, for which the insured is

liable, as follows:—
1. For all liability suits being defended under policies written:

(a) Ten years or more prior to the date of determination, one thousand five

hundred dollars for each suit.

(6) Five or more but less than ten years prior to the date of determination, one
thousand dollars for each suit.

(c) Three or more but less than five years prior to the date of determination,
eight hundred and fifty dollars for each suit.

2. For all liability policies written during the three years immediately pre-

ceding the date of determination, such reserves shall be the sum of the reserves

for each such year, which shall be sixty per cent of the earned premiums on liability

policies written during such year less all loss and loss expense payments made under
such policies written in such year. In any event the reserves for each of such
three years shall be not less than the aggregate of the estimated unpaid losses and
loss expenses for claims incurred under such policies written in the corresponding
year computed on an individual case basis.

2A. For all liability policies written more than three years prior to the date of

determination the total loss and loss expense reserves shall be not less than the
aggregate of the estimated unpaid losses and loss expenses for claims incurred

under such policies computed on an individual case basis.

Section 2. Said chapter one hundred and seventy-five is hereby further

amended by inserting after section twelve, as amended, the following section:—
Section 12A. Whenever a domestic liability company authorized to transact

business in the commonwealth, conducting an intrastate business only, so elects

by the filing of a writing with the commissioner, he shall, instead of proceeding
under section twelve, compute the reserve required of it for outstanding losses

under insurance against loss or damage from accident to or injuries suffered by
an employee or other person for which the insured is liable, under the earlier pro-

visions of section twelve as appearing in the Tercentenary Edition.

Approved April 16, 1943.

Comment:
This Chapter raises the standard for setting up reserves under Schedule P of the

annual statements filed by liability insurance companies.
Schedule P pertains to the reserves set up on outstanding claims under liability

policies which are in the process of settlement or in suit.

At the present time, the convention form of annual statement blank is uniform as

regards Schedule P in all states except Massachusetts and this law brings the Massa-
chusetts Law into conformity with the standards now existing in the convention form
by increasing the minimum reserves required by the present law as set forth in General

Laws, Chapter 176, Section 12.

This legislation adds an additional clause; viz., Clause 2A to Section 12 which
provides that the reserves on a case basis will be substituted for the reserves required in

Clause 1 of Section 12 if the aggregate of the individual case reserves is greater.

This Chapter inserts Section 12A in Chapter 175 and authorizes the Commissioner
in his discretion to allow a domestic liability company whose business is confined to

Massachusetts to compute the reserves in accordance with the earlier provisions of
Section 12 if the company so requests.
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[Chap. 186]

An Act authorizing the issue of certain policies of life or endowment
insurance without medical examination.

Whereas, Owing to the scarcity of registered medical practitioners in the present
emergency, the deferred operation of this act would result in postponing the issue
of life insurance policies to persons who have immediate need thereof, therefore
this act is hereby declared to be an emergency law, necessary for the immediate
preservation of the public convenience.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-five of the General Laws is hereby amended
by striking out section one hundred and twenty-three, as appearing in the Ter-
centenary Edition, and inserting in place thereof the following section:— Section
123. No life company shall issue any policy of life or endowment insurance in

this commonwealth except upon a written application therefor signed or assented
to in writing by the person to be insured, provided, that such a company may
issue a policy on the life of a minor under the age of fifteen on an appUcation signed
by the parent, guardian or other person having legal custody of such minor.
No such company shall issue any such policy for more than five thousand dollars

unless the company has within one year prior thereto made or caused to be made
a medical examination of the proposed insured by a registered medical practitioner.

This section shall not apply to contracts based upon the continuance of life,

such as annuity or pure endowment contracts, whether or not they embody an
agreement to refund, upon the death of the holder, to his estate or to a specified

payee, any sum not exceeding the premiums paid thereon with compound interest,

nor shall it apply to contracts of group life insurance.
Any company violating this section, or any officer, agent or other person solicit-

ing or effecting, or attempting to effect, a contract of insurance contrary to the
provisions hereof, shall be punished by a fine of not more than one hundred dollars.

Approved April 16, 1943.

Comment :

The specific purpose of this legislation is to change the existing law (General Laws,
Chapter 175, Section 123) so as to authorize life insurance companies to issu£ life or

endowment insurance policies without a medical examination in a face amount not

exceeding five thousand dollars provided there has been a written application therefor

signed by or assented to in writing by the assured. If the assured is a minor under
the age of fifteen years, the Company may issue the policy on an application signed

by the parent, guardian or other person having legal custody.

The Insurance Department suggested that this legislation be limited to the War
Emergency Period only.

[Chap. 187]

An Act authorizing the general electric mutual benefit association to
pay further benefits to members and their dependent wives and
children.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and fifty-one of the acts of nineteen hundred
and twenty is hereby amended by striking out section three, inserted by chapter
one hundred and twenty-six of the acts of nineteen hundred and twenty-eight
and as amended by section two of chapter one hundred and twenty-six of the acts

of nineteen hundred and thirty-nine, and inserting in place thereof the following

section : — Section 3. In addition to the relief and benefits provided for by sections

two and four and subject to such conditions and limitations as may be fixed by
the by-laws, said association may pay for the hospital care of a disabled member
requiring and receiving such care not more than four dollars for each day that
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such member is in a hospital, but not exceeding one hundred and twenty-four

dollars in any twelve consecutive months, and also may pay for any operating

room, anesthesia, X-ray or therapeutics furnished for any such member not more
than fifteen dollars in any twelve consecutive months.

Section 2. Said chapter one hundred and fifty-one is hereby further amended
by adding at the end the following section : — Section If.. In addition to the relief

and benefits provided for by sections two and three and subject to such conditions

and limitations as may be fixed by the by-laws, said association may pay for

hospital care of a disabled dependent wife or children of a member participating

in a hospitalization plan for wives and children requiring and receiving such care,

in the case of such a dependent under twelve years of age three dollars for each

day, or in the case of any other such dependent four dollars for each day, that such

dependent is in a hospital, not exceeding one hundred and twenty-four dollars in

the aggregate for all such dependents in any twelve consecutive months, and also

may pay for any operating room, anesthesia. X-ray or therapeutics furnished for

a dependent wife or child of any such member not more than fifteen dollars for

any one dependent in any twelve consecutive months.
Persons falling within the following descriptions shall be considered dependents

for the purpose of participating in any such plan

:

(a) Wife of member

;

(6) Any child born as the issue of the member participating in such plan, or as

the issue of the wife of such member, or any legally adopted child of said parents

or either of them; provided, that such child is legally dependent upon such parent

or parents for maintenance and support, is unmarried and not employed and is

more than three months of age but less than eighteen years of age.

Ap'proved April 16, 1943.

Comment:

This Chapter empowers the General Electric Mutual Benefit Association to pay
certain benefits in addition to those now paid.

This Society has been exempt from the supervision of the Insurance Department

since 1920 by a special act of the Legislature. {Acts of 1920, Chapter 161.)

In 1928 the original law exempting the Society was broadened in order to extend

its powers. (Acts of 1928, Chapter 126.)

[Chap. 189]

An Act relative to certain applications for accidental disability and
accidental death benefits under the laws relative to certain retire-

ment systems on account of the injury or death of a member thereof
who has received compensation under the workmen's compensation
law, where notice of the injury was not given seasonably to the
retirement board of such system.

Be it enacted, etc., as follows:

Section thirty-seven E of chapter thirty-two of the General Laws, as amended,
is hereby further amended by adding at the end the following paragraph :

—
(5) An application for the retirement of a member of a retirement system sub-

ject to this chapter on account of an injury which occurred more than two years

prior to such application and was not reported in writing to the retirement board
of such system within ninety days after its occurrence, or an application for an
accidental death benefit on account of the death of a member of such a system
resulting from an injury which occurred more than two years before such death
and was not reported in writing to the retirement board of such system within

ninety days after its occurrence, may be received and acted upon subject to the

provisions of this chapter applicable in such a case, if such member has previously

received compensation on account of such injury under any provision of chapter

one hundred and fifty-two. Approved April 16, 1943.
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[Chap. 207]

An Act authokizing domestic life insurance companies to purchase and
hold and to improve real estate by constructing low rental housing
projects thereon, and to operate and maintain such projects.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and seventy-five of the General Laws is

hereby amended by inserting after section sixty-six, as appearing in the Tercen-

tenary Edition, the following section: — Section 66A. Any domestic life company,
with the prior written approval of the commissioner, may purchase and hold with-

out any limitation of time land in any city, town or other municipality, having a

population according to the last preceding federal census of not less than one

hundred thousand persons, in any state of the United States in which it is author-

ized to transact business, and on such land, or on any other land owned by it in

such city, town or municipality, may erect and thereafter hold, as aforesaid, and
maintain, repair, alter, demolish, reconstruct, manage or sell, convey or mortgage,

in whole or in part, apartment or tenement buildings designed for occupancy by
more than fifty families or any other dwelling houses or buildings, not including

hotels, but including such buildings or accommodations for retail stores, shops,

o£5ces and other community services as the company may deem proper and suit-

able for the convenience of the tenants and occupants of such buildings or houses,

and may collect and receive rent or income from any such buildings or houses.

No land shall be purchased or improved under this section if the cost of such land,

or the cost of the improvements thereon, or both, as the case may be, plus the

total amount of real estate then held by the company, exceeds twenty per centum
of its invested assets including cash in banks.

Section 2. Section sixty-four of said chapter one hundred and seventy-five,

as most recently amended by chapter five hundred and forty-eight of the acts of

nineteen hundred and forty-one, is hereby further amended by striking out the

third paragraph, as appearing in the Tercentenary Edition, and inserting in place

thereof the following paragraph :
—

No domestic company hereafter acquiring title to real estate under the con-

ditions of any mortgage owned by it, or by purchase or set-off on execution upon

judgment for debts due it previously contracted in the course of its business,_or

by other process in settlement for debts, shall hold it, except as provided in section

sixty-six A, for a longer period than five years without the written permission of

the commissioner. Except as authorized by section sixty-six A, no such company
shall invest in real estate except to the extent that may be necessary for its con-

venient accommodation in the transaction of its business but not to exceed ten

per centum of its invested assets, including cash in banks, as shown by its last

annual statement to the commissioner.

Section 3. Section eleven of said chapter one hundred and seventy-five is

hereby amended by striking out the first paragraph, as most recently amended
by section one of chapter ninety-two of the acts of nineteen hundred and thirty-

four, and inserting in place thereof the following paragraph :
— Beside the reserve

provided for in sections nine and ten he shall, except as provided in section twelve,

charge to each company as a liability all unpaid losses and claims for losses, and

all other debts and liabilities, including in the case of a stock company its capital

stock and including, in the case of a mutual company with a guaranty capital or

guaranty fund, such guaranty capital or guaranty fund. He shall allow to the

credit of a company in the account of its financial condition only such assets as

are available for the payment of losses in this commonwealth, including all assets

deposited with officers of other states or countries for the security of the poKcy-

holders of such company; but no holding or parcel of real estate described in section

sixty-six A shall be allowed as an asset unless the average net rental value of the

apartment, tenement or other dwelling house erected thereon, as estimated at the

commencement of its construction, is sixteen dollars or less per room per month;

and no holding or parcel of real estate shall be given a higher value than would

be adequate to yield at three per cent annual interest the average amount of its

net rental for three years next preceding, except that if a company shows to his
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satisfaction that the actual value of any of its real estate is greater than the value

so ascertained, then the actual value of the said real estate as determined by the

commissioner shall be allowed. The commissioner may, in his discretion, require

any company to furnish such information as may be needed to substantiate the

values above prescribed.

Section 4. This act shall not take effect until the termination of the existing

states of war between the United States and certain foreign countries.

Approved April 26, 1943.

Comment:

This law authorizes domestic life insurance companies to purchase land in any
municipality of one hundred thousand population in any state in which such company
is authorized to transact business, and to erect and maintain thereon apartment build-

ings to be occupied by more than fifty families, provided that the total amount of any

such investment, plus the total amount of real estate then held by the company does

not exceed twenty per cent of the company's invested assets, including cash in banks.

Retail stores, shops, offices and other community services as may be suitable for the

convenience of the tenants of such buildings may be erected under this Chapter, but

hotels are excluded.

This Statute also provides that no such investment in real estate shall be allowed as

an asset of the company unless the average net rental value of the project is sixteen

dollars or less per room per month.

This Chapter is not effective until the termination of the existing state of war.

[Chap. 226]

An Act relating to the compensation op life insurance agents.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-five of the General Laws is hereby amended
by striking out section one hundred and sixty-four A, inserted by chapter two
hundred and twenty-five of the acts of nineteen hundred and thirty-eight, and
inserting in place thereof the following section: — Section I64A. If a policy of

industrial life insurance upon which premiums have been paid for three years or

more lapses for non-payment of a premium and is surrendered to the company
for a cash surrender value or continues in force as paid-up or extended term in-

surance, the company shall not charge any of its agents with a decrease for or on
account of the premium on said policy nor make any deduction from his com-
mission or salary for or on account of the lapse of said policy.

Nothing in this section shall prohibit a life company from contracting to pay
any of its agents additional compensation for the conservation of insurance, based

upon the relation of the lapse rate of premiums on one or more classes of industrial

life insurance policies or combined industrial and monthly premium debit insurance

policies under his supervision to the lapse rate of premiums on insurance policies

of the same class or classes in the entire company; nor shall anything in this section

prohibit a company, which has contracted to pay its agents in this commonwealth
such additional compensation for the conservation of insurance, from also con-

tracting with any such agent that he shall not be paid first-year commissions on
any new policy issued on an application procured by him on the life of a person
or a dependent sharing the home with such person who has terminated a policy

issued by the company on his life or that of such a dependent not more than three

months before, or who terminates such a policy within three months after, apph-
cation for such new policy is made. Approved May 3, 1943.

Comment :

This Chapter amends General Laws, Chapter 175, Section 164A *^ smc/i a manner
as to permit a life insurance company to contract with its agents for the payment of
"conservation commissions" in the calculation of which deductions on account of sur-

renders or lapses may be made and also permitting such companies as pay "conserva-

tion commissions" to contract with their agents not to pay first-year commissions on
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new policies which are substituted by assureds or certain dependents of assureds for

policies which have terminated within a three-month period. This law applies only

to industrial life insurance policies.

The present statute, General Laws, Chapter 175, Section I64A, (inserted as Chapter

225, Acts of 1938), prohibits a life insurance company from charging an agent with

a decrease from his commission or salary whenever an industrial life insurance policy

upon which premiums have been paid three years or more is surrendered to the company
or lapses for non-payment of premium.

[Chap. 227]

An Act relative to the computation of the reserve liability of life in-

surance COMPANIES AND TO THE NONFORFEITURE BENEFITS UNDER LIFE

INSURANCE POLICIES.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and seventy-five of the General Laws is

hereby amended by striking out section nine, as most recently amended by sections

one and two of chapter three hundred and twenty-six of the acts of nineteen hundred

and forty-one, and inserting in place thereof the following section: — Section 9.

1. The commissioner shall each year compute the reserve liability or net value

on December thirty-first of the preceding year of every life company authorized

to transact business in the commonwealth with respect to the policies or contracts

hereinafter described in this subdivision and issued by such company prior to

January first, nineteen hundred and forty-eight, in accordance with the following

rules

:

First, The net value of all outstanding policies of life insurance issued before

January first, nineteen hundred and one, shall be computed upon the basis of the

"Combined Experience" or "Actuaries' Table" of mortality, with interest at four

per cent per annum.
Second, The net value of all outstanding policies of life insurance issued after

December thirty-first, nineteen hundred, shall be computed upon the basis of the

"American Experience Table" of mortality, with interest at three and one half

per cent per annum ; but any life company may at any time elect to have the net

value of such policies computed with interest at three per cent or two and one

half per cent, and thereupon the net value of said policies shall be computed upon

the basis of the "American Experience Table" of mortality, with interest at three

per cent or two and one half per cent per annum, as the case may be, and any life

company receiving premiums by weekly payments may elect to have the net value

of such weekly payment business or any portion thereof computed upon any table

showing a higher rate of mortality approved by the commissioner.

Third, The net value of all outstanding total and permanent disability pro-

visions incorporated in, or supplementary to, policies or contracts shall be com-

puted on the basis of "Hunter's Disability Table," or any similar table approved

by the commissioner, with interest not exceeding three and one half per cent per

annum; provided, that in no case shall said net value be less than one half of the

net annual premium computed on such table for the disability benefit. The
commissioner may accept a certificate of valuation from the company for the

reserve liability with respect to its total and permanent disabihty provisions if he

is satisfied by the use of general averages and percentages that such reserve has

been computed in accordance with the foregoing rule.

Fourth, The net value of all outstanding annuity contracts and of all contracts

issued as pure endowments shall be computed on the basis of "McClintock's Tables

of Mortality among Annuitants" or on such higher table as the commissioner may
prescribe, with interest at not more than four per cent per annum; provided, that

annuities issued prior to January first, nineteen hundred and seven, and annuities

deferred ten or more years and written in connection with life, endowment or

term insurance shall be valued on the same mortality table from which the con-

sideration or premiums were computed.
Fifth, The net value of all outstanding group life policies written as yearly

renewable term insurance shall be computed on a basis not lower than the "American
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Men Mortality Table," with interest at not more than three and one half per cent

per annum.
The net value of any class or classes of policies or contracts described in this

subdivision may be computed, at the option of the company, on any basis which
produces aggregate reserves for such class or classes greater than those computed
in accordance with the foregoing rules.

2. The commissioner shall each year compute the reserve liability or net value

on December thirty-first of the preceding year of every life company authorized

to transact business in the commonwealth with respect to the policies or contracts

hereinafter described in this subdivision and issued by such company on and after

January first, nineteen hundred and forty-eight, so that such reserve liability

shall be at least equal to the amount computed in accordance with the minimum
standard prescribed in this subdivision.

The minimum standard of valuation shall be the Commissioners Reserve Valu-

ation Method, as defined in subdivision 3, interest at three and one half per cent

per annum, and the tables of mortality hereinafter specified.

First, The "Commissioners 1941 Standard Ordinary Mortality Table" shall

be used for all outstanding ordinary policies of life insurance issued on the standard

basis, excluding any total and permanent disability and accidental death benefits.

Second, The "1941 Standard Industrial Mortality Table" shall be used for all

outstanding industrial life insurance policies issued on the standard basis, excluding

any total and permanent disabihty and accidental death benefits.

Third, The "1937 Standard Annuity Mortality Table" shall be used for all

outstanding annuity contracts and for all contracts issued as pure endowments,
excluding any total and permanent disability benefits.

Fourth, The "Class (3) Disability Table (1926)" shall be used for ail out-

standing total and permanent disability provisions incorporated in, or supple-

mentary to, ordinary policies or contracts, which table, for active lives, shall be

combined with a mortality table permitted for computing the reserves for life

insurance policies. The commissioner may accept a certificate of valuation from
a company for the reserve liability with respect to its total and permanent dis-

ability provisions if he is satisfied by the use of general averages and percentages

that such reserve has been computed in accordance with this subdivision.

Fifth, The "Inter-Company Double Indemnity Mortality Table" shall be

used for all outstanding accidental death benefit provisions incorporated in, or

supplementary to, all policies, which table shall be combined with a mortality

table permitted for computing the reserves for life insurance policies. The com-
missioner may accept a certificate of valuation from a company for the reserve

liability with respect to such provisions, as provided in paragraph Fourth.

Sixth, Such tables as the commissioner shall approve shall be used for all out-

standing group life policies, policies of life insurance issued on the substandard
basis and any kind of insurance, annuity, or pure endowment benefits for the

valuation of which specific provision is not made in this subdivision.

3. The net value of the life insurance and endowment benefits of policies, re-

ferred to in subdivision 2, providing for a uniform amount of insurance and requiring

the payment of uniform premiums shall be the excess, if any, of the present value,

at the date of valuation, of such future guaranteed benefits provided for by such

policies, over the then present value of any future modified net premiums therefor.

The modified net premiums for any such policy shall be such uniform percentage
of the respective contract premiums for such benefits that the present value at,

the date of issue of the policy, of all such modified net premiums shall be equal

to the sum of the then present value of such benefits provided for by the policy

and the excess of (a) a net level annual premium equal to the present value, at

the date of issue, of such benefits provided for after the first policy year, divided

by the present value, at the date of issue, of an annuity of one per annum payable
on the first and each subsequent anniversary of such policy on which a premium
falls due; provided, that such net level annual premium shall not exceed the net
level annual premium on the nineteen year premium whole life plan for insurance
of the same amount at an age one year higher than the age at issue of such policy,

over (6) a net one year term premium for such benefits provided for in the first

poHcy year.
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The net value of (o) policies of life insurance providing for a varying amount
of insurance or requiring the payment of var5dng premiums, (6) annuity and pure
endowment contracts, (c) provisions for total and permanent disability or for ac-

cidental death benefits in, or supplementary to, all policies and contracts, and
(d) provisions for any other insurance benefits shall be computed by a method
consistent with the principles of the first paragraph of this subdivision 3.

The method of valuation set forth in this subdivision shall !be known as the

Commissioners Reserve Valuation Method.
4. The aggregate net value of all life insurance policies, excluding total and

permanent disability and accidental death benefits, described in subdivision 2,

shall in no case be less than the aggregate net value computed in accordance with
the Commissioners Reserve Valuation Method, as defined in subdivision 3, and the
mortality table or tables and the rate or rates of interest used in computing the
nonforfeiture benefits under such policies.

The net value of any class or classes of policies or contracts described in sub-

division 2, as established by the commissioner, may be computed, at the option

of the company, on any basis which produces aggregate reserves for such class

or classes greater than those computed according to the minimum standard pre-

scribed by subdivision 2; provided, that the rate or rates of interest used shall

not be higher than the corresponding rate or rates used in computing any non-
forfeiture benefits thereunder; and provided, further, that the net value of life

insurance policies issued on the participating basis shall not be computed with a
rate of interest lower than that used in computing the nonforfeiture benefits

thereunder except with the approval of the commissioner, with whom the com-
pany shall file, when the said rates differ by more than one half of one per cent,

a plan providing for such equitable increases, if any, in the nonforfeiture benefits

in such policies as the commissioner shall approve.
Any company which at any time shall have adopted any standard of valuation

with respect to any class or classes of policies or contracts described in subdivision

2 and producing therefor greater aggregate reserves than those computed accord-

ing to the minimum standard provided for in said subdivision, may adopt, with
the approval of the commissioner, any lower standard of valuation for such policies

not lower than the aforesaid minimum standard.

5. The commissioner, in every case in which the gross premium charged on
any life policy or annuity or pure endowment contract, described in this section,

is less than the net premium therefor according to the mortality table, the rate

of interest, and the method used in computing the net value thereof, shall com-
pute a deficiency reserve on such policy or contract in addition to any other reserve

computed in accordance with this section. Such deficiency reserve shall be the
present value, computed according to said basis, of an annuity of the difference

between such net premium and the said gross premium, running for the remainder
of the premium-paying period of such policy or contract.

6. When the commissioner is satisfied that the risks which a company has
assumed under policies or contracts referred to in subdivision 1 cannot be properly
measured by the mortality tables specified in said subdivision, he may compute
such additional reserve as in his judgment is warranted by the extra hazard as-

sumed, and he may further in his discretion prescribe such table or tables of mor-
tality as he may deem necessary properly to measure such additional risks with
interest at not greater than three and one half per cent per annum, for the com-
putation of the net value of any special class or classes of risks.

7. The commissioner in computing the reserve liability under this section may
use group methods and approximate averages for fractions of a year, or other
reasonable approximations.

8. The aggregate net value computed in accordance with the requirements of

this section shall be deemed the reserve liability of the company, to provide for

which it shall hold funds of an amount equal thereto above all its other liabilities.

9. The commissioner may, in place of the computation of the reserve Uability
of a foreign life company required by this section, accept the certificate of valu-
ation of the official having supervision over insurance companies in the state or
other jurisdiction where the company is incorporated; provided, that such valuation
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is made in accordance with the requirements of this section or produces an aggregate
net value at least as great as if made in accordance therewith; and provided,
further, that such official is authorized to accept a similar certificate of the reserve
liability of a domestic life company issued by the commissioner.

10. The commissioner shall issue, upon payment of the fee prescribed by section

fourteen, a certificate in such form as he may prescribe, setting forth the amount
of the reserve liability of a company computed by him, and specif5dng the mor-
tality table or tables, the rate or rates of interest, and the methods, whether the
net level premium or other method, used in the computation of said amount.

11. All policies of life insurance issued before July first, eighteen hundred and
ninety-nine, by corporations formerly transacting a life insurance business on the
assessment plan under chapter four hundred and twenty-one of the acts of eighteen
hundred and ninety and acts in amendment thereof, and now having authority to

do business in the commonwealth under this chapter, which policies are in force

on December thirty-first of any year, and which contain a provision for a payment
other than the premium stipulated therein, and under which the duration of the
premium payment is the same as the duration of the contract, except in endow-
ment policies, shall be valued and shall have a reserve maintained thereon on the
basis of renewable term insurance as fixed by attained age in accordance with
this chapter. To the reserve liability determined as above the commissioner shall

add the determinate contract reserve under any other policies issued by said
corporations before said July first and remaining in force on December thirty-

first of any year, and in the absence of such contract reserve shall value them as
contracts providing similar benefits are to be valued under this chapter. But
under no pohcy shall a greater aggregate reserve liability be charged than is other-
wise required by this section. All policies of life insurance issued by any such
corporation subsequent to July first, eighteen hundred and ninety-nine, including
those_ which contain a provision for a payment other than the premiums specified

therein, shall be valued and a reserve maintained thereon according to this section;

but all such policies issued by said corporations prior to January first, nineteen
hundred and six, shall be valued taking the first year as one year term insurance.

Section 2. Section fourteen of said chapter one hundred and seventy-five,
as most recently amended by chapter fifty-four of the acts of nineteen hundred
and forty-three, is hereby further amended by striking out the seventeenth para-
graph and inserting in place thereof the following:—
For each certificate of the valuation of life policies or annuity contracts, or both,

of any life company issued under section nine and for each certificate of the exami-
nation, condition or qualification of a company, two dollars.

Section 3. Said chapter one hundred and seventy -five is hereby further
amended by striking out section one hundred and forty-four, as most recently
amended by section one of chapter two hundred and nine of the acts of nineteen
hundred and thirty-eight, and inserting in place thereof the following section :

—
Section 144- 1- In the event of default in the payment of any premium on any
policy of life insurance issued or delivered in the commonwealth by any life com-
pany, the holder thereof may elect by a writing filed with the company at its

home oSice within sixty days after the due date of the defaulted premium and
prior to the death of the insured, to (a) surrender the policy and receive its value
in cash, provided that, except as provided in section one hundred and forty-six,

premiurns have been paid for at least three full years, or (b) take a specified paid-up
nonforfeiture benefit effective from the due date of the premium in default.
The policy

_
shall provide that a specified paid-up nonforfeiture benefit shall

become effective as specified in the policy unless the holder thereof elects another
available option prior to the death of the insured and not later than sixty days
after the due date of the premium in default.

2. Any cash surrender value available under the policy in the case of a default
in the payment of a premium due on any anniversary of the policy shall be an
amount not less than the excess, if any, of the present value on such anniversary
of the future guaranteed benefits which would have been payable if there had
been no default, including any existing paid-up additions, over the sum of (a) the
then present value of the adjusted premiums, as defined in subdivision 5, corres-
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ponding to the premiums which would have fallen due on and after such anni-
versary, and (b) the amount of any existing indebtedness to the company on the
policy or secured thereby.

3. Any paid-up nonforfeiture benefit available under the policy upon default

in the payment of a premium due on any policy anniversary shall be such that
its present value as of such anniversary shall be at least equal to the cash surrender
value then provided for by the policy or, if none is provided for, that cash sur-

render value which would have been required by this section in the absence of the
provision therein that premiums shall have been paid for at least a specified period.

4. Any cash surrender value or other nonforfeiture benefit available upon default

in the payment of a premium due at any time other than on an anniversary of the

policy shall be consistent with the values prescribed in, and subject to the pro-

visions of, subdivision 2, with allowance for the lapse of time and the payment of

fractional premiums beyond the last preceding anniversary.

The cash surrender value of any paid-up additions, other than paid-up term
additions, shall be not less than the dividends used to purchase them.
Any paid-up nonforfeiture benefit under any policy on which the premiums,

except as provided in section one hundred and forty-six, were paid for at least

three full years, and every policy -which by its terms has become fully paid-up,

shall have a cash surrender value payable upon written application and surrender

of the policy to the company at its home office within thirty daj^s after any anni-

versary of the policy. Any cash surrender value available under any paid-up
insurance or under any paid-up nonforfeiture benefit, whether or not such cash

surrender value is required by this paragraph, shall be an amount not less than
the present value on said anniversary of the future guaranteed benefits provided

for by the policy, including any paid-up additions thereto, less any indebtedness

to the company on the policy or secured thereby.

5. The term "adjusted premiums," as used in this section, shall mean such
uniform percentage of the respective premiums specified in the policy for each
policy year that the present value, at the date of issue of the policy, of all such
adjusted premiums shall be equal to the sum of (1) the then present value of the

future guaranteed benefits provided for by the policy; (2) two per cent of the

amount of insurance, if the insurance be uniform in amount, or of the equivalent

uniform am^ount, as hereinafter defined, if the amount of insurance varies with
duration of the policy; (3) forty per cent of the adjusted premium for the first

policy year; (4) twenty-five per cent of either the adjusted premium for the first

policy year or the adjusted premium for a whole life policy of the same uniform
or equivalent uniform amount with uniform premiums for the whole of life issued

at the same age for the same amount of insurance, whichever is less; provided,

that in applying the percentages specified in (3) and (4) above, no adjusted premium
shall be deemed to exceed four per cent of the amount of insurance or level amount
equivalent thereto. The adjusted premiums shall be computed on an annual basis.

The date of issue of a policy for the purpose of this section shall be the date as of

which the rated age of the insured is determined.
The term "equivalent uniform amount," as used in this section, shall be deemed

to be the level amount of insurance provided by an otherwise similar policy, con-

taining the same endowment benefit or benefits, if any, issued at the same age

and for the same term, the amount of which does not vary with duration and the

benefits under which have the same present value at the inception of the insurance

as the benefits under the poHcy.

6. All adjusted premiums and present values referred to in this section, except
as provided in section one hundred and forty-six, shall be computed on the basis

of the "Commissioners 1941 Standard Ordinary Mortality Table," and the rate

of interest, not exceeding three and one half per cent per annum, specified in the
policy for the computation of the cash surrender values and other nonforfeiture

benefits; provided, that in computing the present value of any extended term
insurance with accompanying pure endowment, if any, the rates of mortality

assumed may be not more than one hundred and thirty per cent of the rates ac-

cording to the applicable table of mortality; and provided, further, that in the

case of any policy issued on a substandard basis, any such adjusted premiums and
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present values may be computed on such other table of mortality as the company
may specify with the approval of the commissioner.

AH values referred to in this section may be computed on the assumption that

any death benefit is payable at the end of the policy year in which death occurs.

7. Any additional benefits payable (a) under accidental death or total and
permanent disability benefit provisions incorporated in, or supplementary to, a

policy of life insurance, or (6) as reversionary annuity or deferred reversionary

annuity benefits under any poUcy of life insurance, or (c) as decreasing term in-

surance benefits provided by a rider or a supplemental policy provision, to which
provision this section would not apply if it were evidenced by a separate policy,

and (d) any other benefits additional to life insurance or endowment benefits,

and premiums for any such additional benefits, hereinbefore described, shall be
disregarded in computing adjusted premiums and cash surrender values and other

nonforfeiture benefits under this section, and no such additional benefit shall be
required to be granted in connection with any nonforfeiture benefits.

8. Except as provided in subdivision 9, this section shall not apply to contracts

of reinsurance, policies of group life insurance, or annuity or pure endowment
contracts of any kind with or without return of premiums or premiums and interest,

whether simple or compound, or to survivorship annuity contracts; nor shall this

section apply to any term policy of uniform amount, or any renewal thereof, of

fifteen years or less expiring before age sixty-six for which uniform premiums are

payable during its entire term, nor to any term policy providing for a decreasing

amount of insurance on which each adjusted premium, computed as provided in

this section, is less than the adjusted premium, so computed, on such fifteen year

term policy issued at the same age and for the same initial amount of insurance.

9. Every deferred annuity contract, other than a single premium contract,

issued and delivered in the commonwealth by a domestic life company, shall pro-

vide that, in the event of the nonpayment of any premium after three full years'

premiums have been paid, the annuity shall, without any further act or stipulation,

be converted into a paid-up annuity for such proportion of the original annuity

as the number of completed years' premiums paid bears to the total number of

premiums required under the contract.

10. Nothing in this section shall be construed to prohibit the inclusion of a
provision in a policy that any cash surrender value shall be payable with the written

assent of the person to whom the policy is payable.

Section 4. Said chapter one hundred and seventy-five is hereby further

amended by striking out section one hundred and forty-six, as appearing in the

Tercentenary Edition, and inserting in place thereof the following section;—
Section 14-6. The provisions of section one hundred and forty-four shall, except

as hereinafter provided, apply to any policy of industrial life insurance issued

or delivered in the commonwealth by any life company.
The provisions of said section one hundred and forty-four relative to cash sur-

render values shall be applicable to industrial life insurance policies only after

the premiums thereon have been paid for five full years.

All adjusted premiums for and the present values of any such policy issued

on a standard basis shall be computed on the basis of the "1941 Standard In-

dustrial Mortality Table."
Section 5. Section one hundred and twenty-six of said chapter one hundred

and seventy-five, as so appearing, is hereby amended by striking out, in the tenth
line, the words "the preceding section" and inserting in place thereof the words:—
section one hundred and twenty-five, — and by striking out, in the twelfth line,

the word "forty-eight," and inserting in place thereof the word:— forty-six,

—

so as to read as follows: — Section 126. Every policy of life or endov/ment in-

surance made payable to or for the benefit of a married woman, or after its issue

assigned, transferred or in any way made payable to a married woman, or to any
person in trust for her or for her benefit, whether procured by herself, her husband
or by any other person, and whether the assignment or transfer is made by her
husband or by any other person, and whether or not the right to change the named
beneficiary is reserved by or permitted to the person effecting such insurance,

shall enure to her separate use and benefit, and to that of her children, subject to
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the provisions of section one hundred and twenty-five relative to premiums paid
in fraud of creditors and to sections one hundred and forty-four to one hundred
and forty-six, inclusive. No court, and no trustee or assignee for the benefit of

creditors, shall elect for the person effecting such insurance to exercise such right

to change the named beneficiary.

Section 6. Section one hundred and thirty-two of said chapter one hundred
and seventy-five, as amended by section one of chapter one hundred and one of

the acts of nineteen hundred and thirty-three, is hereby further amended by striking

out in the thirteenth and fourteenth lines of the first paragraph the words "policies

of industrial insurance, on which the premiums are payable monthly or oftener"

and inserting in place thereof the words :
— as hereinafter provided, — so that said

first paragraph will read as follows :
— No policy of life or endowment insurance

and no annuity, survivorship annuity or pure endowment contract shall be issued

or delivered in the commonwealth until a copy of the form thereof has been on
file for thirty days with the commissioner, unless before the expiration of said

thirty days he shall have approved the form of the policy or contract in writing;

nor if the commissioner notifies the company in writing, within said thirty days,

that in his opinion the form of the policy or contract does not comply with the

laws of the commonwealth, specifying his reasons therefor, provided that such
action of the commissioner shall be subject to review by the supreme judicial

court; nor shall any such policy or contract, except as hereinafter provided, and
except annuity or pure endowment contracts, whether or not they embody an
agreement to refund to the estate of the holder upon his death or to a specified

payee any sum not exceeding the premiums paid thereon with compound interest,

and except survivorship annuity contracts, be so issued or delivered unless it

contains in substance the following, — and by adding at the end the four following

paragraphs :
—

None of the foregoing provisions, except provisions numbered 6, 8 and 9, shall

be required to be contained in industrial life insurance policies, but such portions

of said provisions numbered 8 and 9 as relate to loans and loan values shall not

be required to be contained therein.

Any of the foregoing provisions or portions thereof not applicable to single

premium or non-participating or term policies shall to that extent not be incor-

porated therein.

This section shall not apply to policies of group life insurance issued or delivered

in the commonwealth after June thirtieth, nineteen hundred and eighteen.

A policy shall be deemed to contain any such provision in substance when in

the opinion of the commissioner the provision is stated in terms more favorable

to the insured or his beneficiary than are herein set forth.

Section 7. Said section one hundred and thirty-two, as amended by section

one of said chapter one hundred and one of the acts of nineteen hundred and
thirty-three, is hereby further amended by striking out provisions numbered 6, 7,

8 and 9 and inserting in place thereof the following provisions: — 6. A provision

specifying the nonforfeiture benefits to which the holder of the policy is entitled

under section one hundred and forty-four, together with a provision stating the

mortality table and interest rate used in computing said benefits, the manner in

which the said benefits are altered by the existence of any paid-up additions to

the policy or any indebtedness to the company on the policy or secured thereby,

and the method used in computing such of said benefits as are not shown in the

table required by provision eight. 7. A provision that the holder of the policy

shall be entitled to a loan thereon from the company, as provided in and subject

to the provisions of section one hundred and forty-two. 8. A table showing in

figures the loan values, if any, and the amounts of the cash surrender values and

the paid-up nonforfeiture benefits, if any, available under the policy on each

anniversary thereof during the first twenty years of the policy. 9. A provision

that the company may defer the granting of any loan other than to pay premiunis

on policies in the company, and the payment of any cash surrender value, for six

months from the date of the written application, in the case of a loan, and from

the date of the written election thereof with surrender of the policy, in the case

of a cash surrender value.
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Section 8. Said chapter one hundred and seventy - five is hereby further

amended by striking out section one hundred and forty-two, as appearing in the

Tercentenary Edition, and inserting in place thereof the following section :
—

Section 14^. After premiums have been paid for at least three full years on any
policy of life insurance issued or delivered in the commonwealth by any life com-
pany, the holder thereof, upon written application therefor to the company at its

home office and upon an assignment of the policy to the company, in a form satis-

factory to it, shall be entitled to a loan from the company of a sum not exceeding

its loan value, on the sole security of the policy, with interest at a rate not exceed-

ing six per cent per annum compounded annually or, at the option of the company,
compounded semiannually. The loan value shall be an amount which, together

with interest as aforesaid to the end of the current policy year, shall equal the

cash surrender value available at the end of the said policy year under the policy,

including the cash surrender value of any existing paid-up additions thereto, if

the policy is then free from indebtedness. The company shall deduct from such
loan value any existing indebtedness, including accrued interest thereon, and
may also deduct any unpaid portion of the premium for the then current policy

year. Failure to repay any loan under the policy or to pay interest thereon shall

not avoid the policy until the total indebtedness, including accrued interest thereon,

is equal to or exceeds the loan value, nor until thirty days after notice has been
mailed by the company to the last known address of the holder. The affidavit of

any officer, clerk or agent of the company or of any one authorized to mail such
notice, that the notice required by this section has been duly mailed by the com-
pany, shall be prima facie evidence that such notice was duly given. Nothing in

this section shall require any company to make a loan upon any policy for less

than twenty-five dollars.

This section shall not apply to term policies, nor to those in force as extended
term insurance, nor to industrial life insurance policies.

Section 9. Section one hundred and forty-three of said chapter one hundred
and seventy-five is hereby further amended by striking out section one hundred
and forty-three, as so appearing, and inserting in place thereof the following
section:— Section 143. AH policies of life insurance and deferred annuity con-
tracts shall be subject to the laws limiting forfeiture applicable and in force at
the date of their issue.

Section 10. Section one hundred and forty-seven of said chapter one hundred
and seventy-five, as amended, section one hundred and forty-seven A of said
chapter one hundred and seventy-five, as appearing in the Tercentenary Edition,
and section one hundred and forty-seven B of said chapter one hundred and seventy-
five, inserted by chapter two hundred and thirty-two of the acts of nineteen hundred
and thirty-five, are hereby repealed.

Section 11. Section one of said chapter one hundred and seventy-five, as
amended, is hereby further amended by inserting after the paragraph defining
"Foreign company" the following paragraph:—

"Industrial life insurance policy" or "policy of industrial life insurance," a
policy of life insurance (a) the premiums on which are payable weekly, or (6) the
premiums on which are payable monthly or oftener, but less often than weekly,
and the face amount of insurance of which is less than one thousand dollars and
on the face of which the words "industrial pohcy" are plainly printed.

Section 12. Section one hundred and forty of said chapter one hundred and
seventy-five, as amended by section two of chapter one hundred and one of the
acts of nineteen hundred and thirty-three, is hereby further amended by striking
out the second paragraph and inserting in place thereof the following paragraph :—
On industrial life insurance policies the annual surplus distribution shall begin

not later than the end of the fifth policy year, and be applied to the payment of
any premiums, or at the option of the holder of the policy be made in cash, but
such distribution shall not be made contingent upon the pa3mfient of future pre-
miums.

Section 13. The provisions of this act shall become fully effective on January
first, nineteen hundred and forty-eight, and all policies of life insurance and all

annuity and pure endowment contracts issued or delivered in the commonwealth
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on and after said date by any life insurance company authorized to transact business
therein shall conform and be subject to said provisions.

Anything in this act to the contrary notwithstanding, any such life insurance
company may file with the commissioner of insurance a written notice of its election

to comply with the provisions of this act on and after a date specified in such notice

occurring before January first, nineteen hundred and forty-eight, and upon such
specified date the provisions of this act shall become operative with respect to the
policies and contracts issued on or after such specified date by such company.
The reserve liability of such company with respect to all policies and contracts

issued by it on and after such specified date shall be computed by said commissioner
in accordance with and subject to the provisions of section nine of chapter one
hundred and seventy-five of the General Laws, as amended by section one of this

act, which are applicable to the computation of the reserve liability with respect

to policies and contracts issued on and after January first, nineteen hundred and
forty-eight.

Anything in this act to the contrary notwithstanding, all policies of life in-

surance and all annuity and pure endowment contracts issued or delivered in the

commonwealth by any life insurance company prior to the date specified in such
a notice, if one is filed by it, otherwise prior to January first, nineteen hundred
and forty-eight, shall conform and be subject to all applicable provisions of said

chapter one hundred and seventy-five, as in force immediately prior to the effective

date of this act.

This section shall not apply to savings and insurance banks, as defined in section

one of chapter one hundred and seventy-eight of the General Laws, nor to policies

or contracts issued by them, nor shall the words "life insurance company" as used

in this section be taken to include any such bank.

Section 14. Sections one to twelve, inclusive, of this act shall not apply to

savings and insurance banks, as defined in section one of chapter one hundred and
seventy-eight of the General Laws, nor to policies or contracts issued by them,

unless and until the General Insurance Guaranty Fund, a body corporate existing

under chapter twenty-six of the General Laws, shall have filed with the com-
missioner of insurance a ^vritten notice of its election that such banks shall comply
with said sections on and after a specified date, and, if such -m-itten notice is so filed,

then upon such specified date the provisions of said sections shall become operative

with respect to such banks and the policies and contracts thereafter issued by
them, notwithstanding said chapter one hundred and seventy-eight. Anything
in this act to the contrary notwithstanding, all policies of life insurance and all

annuity and pure endowment contracts issued by such banks, except those issued

after the date specified in such a notice if one is so filed, shall conform to and be

subject to all the provisions of said chapter one hundred and seventy-eight and,

so far as made applicable by said chapter, to the provisions of chapter one hundred

and seventy-five of the General Laws, as in force immediately prior to the effective

date of this act. Approved May 5, 1943.

Comment:

The purpose of this law was to set up as to life insurance policies hereafter issued

(a) a new mortality table for valuation purposes and

(6) a new basis for the computation of nonforfeiture benefits.

This legislation sets up a minimum standard for the valuation of all ordinary life

insurance policies issued after January 1, 1948, by all companies transacting business

in this Commonwealth. This valuation standard may, however, be elected by any

company subsequent to the effective date of this legislation. This standard is known
as the Commissioners' 1941 Standard Ordinary Mortality Table.

Provision is made for the valuation of industrial insurance policies in accordance

with the 1941 Standard Industrial Mortality Table. Both of these tables reflect the

advance which has been made in medical science, public health and sanitation and more

exactly measure the present-day mortality.

This legislation incorporates in the law the more modern mortality and disability

tables currently used for the valuation of annuities, disability and double indemnity
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coverages. The incorporation of these tables in the law is desirable in the interest of

uniformity and conservative valuation of company obligations.

It also establishes these minimum benefits for foreign and domestic companies.

Our present law requires that the Massachusetts minimum standard of nonforfeiture

benefits be applied only to domestic companies.

The Adjusted Premium method of calculating nonforfeiture benefits incorporated

in the accompanying legislation was decided upon by the National Association of

Insurance Commissioners after its Committee had considered "various suitable formulae

for the direct determination of nonforfeiture benefits." The so-called Adjusted Premium
"method contemplates the determination of nonforfeiture benefits on the basis of the

difference between present value of the benefits granted in the policy and the present

value of the future adjusted premiums." This method is intended to provide for the

repayment of initial expenses no matter when the policyholder withdraws. It was
strongly argued that this method would accomplish more equitable results amongst all

policyholders than were previously available under existing law.

The present Massachusetts law requires the inclusion in every policy of life insurance

of three nonforfeiture benefit options; under the proposed legislation, two will be re-

quired. The provision for a cash-surrender value will remain in every policy and,

at the option of the company, either the paid-up insurance or extended-term insurance

will be available to the policyholder as an alternative to the cash-surrender value. The
principal arguments in favor of this change were that it would bring the Massachusetts

Law into conformity with the laws of other states and it woidd eliminate the present

expensive procedure used in the computation of benefits in addition to conferring more

equitable benefits on policyholders generally. Further history and report on this

Legislation appears elsewhere in this report.

[Chap. 236]

An Act relative to the method of computation of payments to the funds
of any county retirement system by certain small towns whose em-
ployees are members of said system.

Whereas, The result of the deferred operation of this act would be to continue,

during the period of deferment, an improper method of allocating to certain towns
the costs of maintenance of certain retirement systems; therefore it is hereby
declared to be an emergency law, necessary for the immediate preservation of the
public convenience.

Be it enacted, etc., as follows:

Section 1. Section thirty-one I of chapter thirty-two of the General Laws,
as amended, is hereby further amended by striking out paragraph (4) (b), as ap-
pearing in chapter three hundred and seventy-seven of the acts of nineteen hundred
and forty-one, and inserting in place thereof the following paragraph: —

(6) On or before the fifteenth day of January in each year the county retire-

ment board shall certify to the selectmen of any town whose employees are members
of the county retirement S3^stem, as hereinbefore provided, the amount payable
to the several funds of the retirement S3^stem of the county on account of such
members, as actuarially computed, and the town shall pay to the several funds
the amounts so payable. Should any such town fail to include the amounts so
certified in the town appropriation the assessors shall nevertheless include said

amounts in the tax levy.

Section 2. All amounts payable by any town to the funds of the retirement
system of any county under paragraph (4) (6) of section thirty-one I of chapter
thirty-two of the General Laws during the current year shall be computed in the
manner provided by paragraph (4) (6), as amended by section one of this act.

Approved May 6, 1943.

Comment:
This Legislation provides that the amount payable to the several funds of the retire-

ment system of a county on account of any town whose employees are members of the

system shall be actuarially computed. The merger of small town retirement systems
with county systems should conserve expense of operation and supervision.
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[Chap. 238]

An Act further regulating the admission of certain foreign fraternal
benefit societies to transact business within the commonwealth.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and seventy-six of the General Laws is

hereby amended by inserting after section forty-two, as amended, the following
new section:— Section 42A. A foreign society, if formed under the laws of any
government or state other than the United States or one of the United States,

shall not be admitted and authorized to transact business in the commonwealth
until, besides complying with the conditions of sections forty-one and forty-two,

it has satisfied the commissioner that it has made a deposit, as hereinafter pro-

vided, with the state treasurer or with the proper board or officer of some other
state of the United States or with trustees who are citizens or corporations of the
United States and approved by the commissioner, appointed under a deed of trust

executed in a form approved by the attorney general and the commissioner and
who have filed with the commissioner a bond, in a form approved by the attorney
general and the commissioner, with a surety company authorized to transact

business in the commonwealth as surety, and in such sum as the commissioner
may require, conditioned upon the faithful performance of their duties, and running
to the commissioner or his successor for the benefit of all the members, certificate

holders and creditors within the United States of such society. Such deposit shall

be held in exclusive trust for the benefit and security of all the members, certificate

holders and creditors in the United States of such society, and shall be in an amount
not less than the reserves with respect to all its outstanding certificates of member-
ship held by residents of the United States and may be made in the securities and
subject to the limitations specified in sections sixty-three and sixty-six of chapter

one hundred and seventy-five, or in cash or such other securities as the commis-
sioner may approve. If made with the state treasurer, such deposit shall not be

returned to the society until it has ceased to transact business in the common-
wealth, nor until the commissioner is satisfied that the society is under no obligation

to members, certificate holders or other persons in this commonwealth or in any
other state of the United States for whose benefit such deposit was made, nor

until he has given his written consent to such return; provided, that the com-
missioner may, in any case, authorize in writing the return to the society of any
excess of any such deposit over the amount required by this section if he is satisfied

that such return will not be prejudicial to the interests of its members, certificate

holders or creditors.

Section 2. Chapter one hundred and seventy-five of the General Laws is

hereby amended by striking out section one hundred and eighty-five, as most
recently amended by section two of chapter six hundred and fifty-four of the acts

of nineteen hundred and forty-one, and inserting in its place the following section:

— Section 185. The state treasurer in his official capacity shall take and hold in

trust deposits made by any domestic company for the purpose of complying with

the laws of this commonwealth or of any other state or country to enable such

company to do business in such state or country, and also in like manner take and
hold any deposit made by a foreign company or foreign fraternal benefit society

under any law of this commonwealth; provided, that bonds need not be accepted

by the treasurer unless in registered form and of denominations satisfactory to

him. The company or society making such deposit shall be entitled to the income

thereof, and may from time to time, with the consent of the treasurer, when not

forbidden by the law under which the deposit is made, change in whole or in part

the securities composing the deposit for other approved securities of equal par value.

The state treasurer may, upon written request of any domestic company, return

to it the whole or any portion of any deposit held by him on behalf of such com-
pany, if he is satisfied that the deposit or the portion thereof requested to be

returned is subject to no liability and is no longer required to be held by any pro-

vision of law of this commonwealth or of any such other state or country or for

the purpose of the original deposit. He shall return to any foreign company or

foreign fraternal benefit society the whole or any portion of any deposit held by
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him on behalf of such company or such society, upon the written order of the

commissioner.

A company or society which has made such deposit, or its trustees or resident

manager in the United States, or the commissioner, or any creditor of such com-
pany or society may at any time bring, in the supreme judicial court for the county

of Suffolk, a suit in equity against the commonwealth and o'ther parties properly

joined therein to enforce, administer or terminate the trust created by such deposit.

The process in such suit shall be served on the state treasurer, who shall appear

and answer on behalf of the commonwealth and perform such orders and decrees

as the court may make thereon.

Section 3. Section five of said chapter one hundred and seventy-six, as most
recently amended by section two of chapter fourteen of the acts of nineteen hundred

and thirty-four, is hereby further amended by striking out, in the fourth line, the

word "and" the last time it occurs therein and inserting in place thereof a comma, —
and by inserting before the word "of" in the sixth line the words:— and one hun-

dred and eighty-five. Approved May 6, 194.3.

Comment :

The general intent of this Chapter is to require a fraternal benefit society formed

under the laws of a foreign country to keep and maintain a deposit with the State

Treasurer of the Commonwealth or a similar official of some other state or with trustees

who are citizens of the United States of an amount at least equal to all of the society's

outstanding liabilities in the United States during the period in which it continues

to transact business in this country. The present fraternal insurance law (General

Laws, Chapter 176) reqxdres only that a society be solvent before it may be admitted

to transact business in the Commonwealth, but we believe that societies formed in foreign

countries should maintain in the United States a sum sufficient to meet all of their

liabilities. This is for the protection of members, beneficiaries and other creditors.

This Chapter amends General Laws, Chapter 176 by inserting a new section; namely,

Section 42A.
The deposit is to be held in trust for the security of members, certificate holders and

creditors of the society in the United States and shall be in an amount not less than

the outstanding reserves on the certificates of membership in the society held by United

States residents. This Chapter prohibits the return of such a deposit until the Com-
missioner is satisfied that the society has no outstanding obligations in Massachusetts

or any other state except that, whenever the deposit is in an excessive amount over the

required amount, the excess may be returned with the approval of the Commissioner.

This Chapter affords protection for United States certificate holders to a greater

extent than heretofore.

[Chap. 247]

An Act imposing certain restrictions on the issue of non-assessable poli-

cies, so CALLED, BY MUTUAL INSURANCE COMPANIES.

Whereas, The purpose of this act is immediately to forbid the issuance of certain

policies by certain mutual insurance companies doing business within the com-
monwealth, and the deferred operation of this act would to that extent tend to

defeat its purpose; therefore, it is hereby declared to be an emergency law necessary

for the immediate preservation of the public convenience.

Be it enacted, etc., as follows:

Section 1. Section eighty-five A of chapter one hundred and seventy-five of

the General Laws, inserted by section one of chapter seven hundred and sixteen

of the acts of nineteen hundred and forty-one and as affected by chapter seven

hundred and twenty-three of the acts of the same year, is hereby amended by
adding at the end the following sentence : — This section shall not apply to any
company unless such company or its predecessor or predecessors, if any, prior to

merger or consolidation shall have been actively engaged in the insurance business

in one or more states of the United States continuously for ten or more years.
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Section 2. Section ninety-three F of said chapter one hundred and seventy-
five, inserted by section three of said chapter seven hundred and sixteen and as

so affected, is herebj^ amended by adding at the end the following sentence :
—

This section shall not apply to any company unless such company or its pre-

decessor or predecessors, if any, prior to merger or consolidation shall have been
actively engaged in the insurance business in one or more states of the United
States continuously for ten or more years.

Section 3. Section one hundred and fifty-two A of said chapter one hundred
and seventy-five, inserted by section four of said chapter seven hundred and
sixteen and as so affected, is hereby amended by adding at the end the following

sentence :
— This section shall not apply to any company unless such company

or its predecessor or predecessors, if any, prior to merger or consolidation shall

have been actively engaged in the insurance business in one or more states of the
United States continuously for ten or more years.

Section 4. Said chapter seven hundred and sixteen of the acts of nineteen
hundred and forty-one is hereby amended by striking out section six, inserted by
chapter seven hundred and twenty-three of the acts of the same year, but such
action shall not affect the validity of any policy lawfully issued under authority

of said section six prior to the effective date of this act. Approved May 7, 1943.

Comment:

The specific purpose of this Chapter is to incorporate permanently into those

sections of the insurance law which provide for the issuance of non-assessable policies,

a requirement that no company shall be authorized to issue non-assessable policies

unless in addition to complying with all other requirements of law, the company or its

predecessors prior to merger or consolidation shall have been actively engaged in the

insurance business in one or more states in the United States continuously for ten or

more years.

The provisions of law presently applicable to the issuance of 7ion-assessable policies

were first enacted by Chapter 716 of the Acts of 194-1 which ivas approved on October

SO, 1941. Upon approval of Chapter 716, His Excellency, the Governor, forwarded
a special message to the Legislature recommending that the issuance of non-assessable

policies be limited to such companies which had been actively engaged in the insurance

business in one or more states in the United States continuously for ten years. In
determining the ten year period, consideration was to be given not only to the length

of time in which the company had been conducting business, but credit was to be given

for the period of time in which any predecessor company prior to merger or consoli-

dation had engaged in the insurance business. This legislation was effective until

April 1, 194s, and was Chapter 723 of the Acts of 1941.

The Insurance Department did not favor this Legislation as drafted.

[Chap. 254]

An Act to extend the peovisions of the contributory retirement system
in the city of SALEM TO EMPLOYEES OF THE SALEM AND BEVERLY WATER
SUPPLY BOARD.

Be it enacted, etc., as follows:

Section 1. On July first, nineteen hundred and forty-three, employees of the

Salem and Beverly water supply board may become members of the contributory

retirement system of the city of Salem. Said employees shall have all the rights

and obligations provided under sections twenty-six to thirty-one H, inclusive,

of chapter thirty-two of the General Laws, as appearing in section one of chapter

three hundred and eighteen of the acts of nineteen hundred and thirty-six and as

subsequently amended, which they would have had if said retirement system of

said city of Salem had become operative on said date.

Section 2. The retirement board of the city of Salem shall, on or before the

fifteenth day of January in the year nineteen hundred and forty-four, certify to

the Salem and Beverly water supply board the amounts payable by it to the

various funds of the contributory retirement system of said city on account of the

employees of said water supply board for the period beginning on the first day of
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July, nineteen hundred and forty-three, and ending on the thirty-first day of

December, nineteen hundred and forty-four, and thereafter shall, on or before the

fifteenth day of January in each year, so certify amounts so payable for the year
beginning on the first day of January in said year. The sums so certified shall

be paid to the funds of said system in the same manner as provided by section

three of chapter seven hundred of the acts of nineteen hundred and thirteen for

the payment of other expenses of said water supply board.

Section 3. This act shall take effect upon its passage.
^ Approved May 10, 1943.

Comment :

This Act provides that the employees of the Salem and Beverly Water Supply Board
may become members of the contributory retirement system of the city of Salem on
July 1, 1943.

[Chap. 288]

An Act regulating the charges and fees to be collected by the commis-
sioner OP INSURANCE FOR AUDITING FINANCIAL STATEMENTS OF CERTAIN
FOREIGN INSURANCE COMPANIES IN CERTAIN CASES.

Be it enacted, etc., as follows:

Section fourteen of chapter one hundred and seventy-five of the General Laws,
as amended, is hereby further amended by striking out the paragraph contained
in the twenty-second to the twenty-sixth lines, as appearing in chapter six hundred
and ninety-three of the acts of nineteen hundred and forty-one, and inserting in

place thereof the following: —
For filing financial statement with the application for admission of a foreign

company under section one hundred and fifty-one, and for the filing of each annual
statement of a foreign company under section twenty-five, and for the auditing

of each financial statement of an unadmitted foreign company filed for the purpose
of qualifying as a reinsurer under clause (6) of section twenty, twenty dollars.

Approved May I4, 1943.

Comment :

The specific intent of this Chapter is to authorize the Commissioner to charge and
collect a fee for auditing the annual statement of an unadmitted foreign insurance

company which seeks to qualify as a reinsurer under General Laws, Chapter 175,

Section 20 (6).

Under the present statute which specifies the fees which may be charged and col-

lected by the Insurance Department {General Laws, Chapter 175, Section I4) there

is no authority for the Commissioner to charge and collect a fee for auditing the state-

ment of a non-admitted foreign company which seeks to qualify to write reinsurance

as provided in General Laws, Chapter 176, Section 20 (b).

A domestic company is authorized by Section 20 to reinsure any part or all of any
risks assumed by it and such reinsurance shall not be credited unless the company
with which it is effected is (a) authorized to transact business in this Commonwealth
or (b) similarly authorized in another state or territory of the United States conforming

to the same standard of solvency and fulfilling the same statutory or departmental

regulations which would be required of such company if, at the time such reinsurance

is effected, it were authorized to transact business in this Commonwealth or (c) incor-

porated as a reinsurer and authorized as such in the Commonwealth.
Whenever domestic companies reinsure with non-admitted foreign companies, it is

necessary that this Department audit the annual statements of the companies to whom
the reinsurance is ceded in order to determine whether the company is similarly author-

ized in another state or territory in the United States conforming to the same standard

of solvency and fulfilling the same statutory departmental regulations which would
be required if, at the time the reinsurance is effected, it were authorized to transact

business in Massachusetts.

The cost to the Department of such an audit is the same as if the company desired

to be admitted to transact business here and it should be borne by the company which
is applying to qualify under Section 20 (b)

.
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[Chap. 295]

An Act regulating the assumption of names by certain corporations.

Be it enacted, etc., as follows:

Chapter one hundred and fifty-five of the General Laws is hereby amended by
striking out section nine, as amended by section one of chapter three hundred
and twenty-seven of the acts of nineteen hundred and thirty-eight, and inserting

in place thereof the following section :
— Section 9. A corporation organized

under general laws may assume any name which, in the judgment of the com-
missioner, indicates that it is a corporation; but it shall not assume the name or

trade name of another corporation established under the laws of the common-
wealth, or of a corporation, firm, association or person carrying on business in

the commonwealth, at the time of incorporation of the corporation so organized

or within three years prior thereto, or assume a name so similar thereto as to

be likely to be mistaken for it, except with the written consent of said existing

corporation, firm or association or of such person previously filed with the com-
missioner; provided, that no business corporation, bank or insurance company
shall have as a part of its corporate name the word "Commonwealth", "State"

or "United States". The supreme judicial or superior court shall have jurisdiction

in equity, upon the application of any person interested or affected, to enjoin such

corporation from doing business under a name assumed in violation of any pro-

vision of this section, although its certificate or articles of organization may have

been approved and a certificate of incorporation may have been issued to it.

If within thirty days of the date when the certificate or articles of organization

of any corporation are filed in the office of the state secretary any other corporation

or any firm, association or person carrying on business in the commonwealth at

the time when such certificate or articles are so filed, or within three years prior

thereto, shall protest in writing to the commissioner that the name assumed by
the corporation the certificate or articles of organization of which have been so

filed is the same as the name or trade name of the protesting corporation, firm,

association or person or so similar thereto as to be likely to be mistaken for it, the

commissioner shall, as soon as reasonably may be, hear the party protesting and

the corporation which assumed the name, giving written notice of the hearingto

each. If after hearing the commissioner shall be of the opinion that the assuming

of the name violates any provision of this section he shall, as soon as reasonably

may be, file with the state secretary a statement withdrawing his approval of said

certificate or articles in so far as it or they relate to the name assumed by the

corporation, such withdrawal to take effect sixty days from the date of filing.

After the expiration of said period of sixty days the corporation shall have no

right to use the name assumed and may be enjoined from doing business under

such name by the supreme judicial or superior court upon application of the at-

torney general or any person interested or affected. Approved May 18, 1943.

Comment:

This statute provides a method by which the Commissioner of Corporations may
withdraw approval of the name of a corporation if a protest is made within thirty days

of the date when the certificate or articles of organization are filed in the office of the

State Secretary provided that the Commissioner finds that the assumption of such a

name violates any provision of Section 9 of Chapter 155.

The withdrawal of the Commissioner's approval takes effect sixty days after it is

filed; and, after such period, the corporation shall have no right to use the name assumed.

[Chap. 309]

An Act relative to the powers and duties of certain fraternal benefit
societies.

Be it enacted, etc., as follows:

Section 1. Section eleven of chapter one hundred and seventy-six of the

General Laws, as appearing in the Tercentenary Edition, is hereby amended by
inserting after the word "change" in the second line the words:— the location
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of its place of business to another location in the commonwealth, or change, — and
by inserting after the word "change" in the eighth line the words:— in the location
of its place of business or, — so as to read as follows:— Section 11. A domestic
fraternal benefit corporation may, with the approval of the commissioner, change
the location of its place of business to another location in the commonwealth, or
change the purposes for which it was incorporated so as to permit it to transact
any business authorized by this chapter. Upon such approval the presiding,

financial and recording officers, and a majority of its other officers having the
powers of directors, shall file in the office of the state secretary a certificate, with
the approval of the commissioner endorsed thereon, setting forth the change in

the location of its place of business or in the purposes of the corporation. The
state secretary shall, upon receipt of five dollars, cause such certificate to be filed

in his ofiice. Every domestic fraternal beneficiary corporation may exercise all

the rights, powers and privileges conferred by this chapter, including the powers
specified in section thirty-two, or its certificate of incorporation or charter, not
inconsistent herewith, and shall be subject to this chapter, as if reincorporated
hereunder.

Section 2. Said chapter one hundred and seventy-six is hereby further amended
by striking out section thirty-two, as so appearing, and inserting in place thereof
the following section :

— Section 32. Every society may, subject to this chapter,
make a constitution and by-laws for its government, admission of members,
management of its afi'airs, and the fixing and readjusting of the rates and contri-

butions of its members from time to time, and may amend its constitution and
by-laws, and it shall have such other powers as are necessary or incidental to
carry into effect its objects and purposes. The constitution and by-laws may
prescribe the officers and elected members of standing committees, who may be
ex officiis directors or other officers corresponding thereto, and may, with the
approval of the commissioner, provide for a system of absent voting, other than
proxy voting, under which absent members entitled to vote may vote in the election

of the officers and directors or similar governing body; provided, that the com-
missioner shall not approve any provision for such a system of absent voting unless

the society submitting such provision for approval satisfies the commissioner that
absent voting is necessary in order to have an adequate representation of the
membership of the society at its elections.

Section 3. Section forty-five of said chapter one hundred and seventy-six,

as amended, is hereby further amended by inserting after the first paragraph the
following paragraph :

—
Any corporation subject to this section may furnish physicians and nurses for

its members and their families, or pay for the services of physicians or nurses
engaged by its members for the care of themselves or their famihes; provided,
that the expense incurred hereunder by any such corporation in any year shall

not exceed five thousand dollars in the aggregate, and shall not exceed one hundred
dollars in the case of any member thereof and his family.

Approved May 24, 1943.

[Chap. 317]

An Act relative to the salary of the coManssioNER op insurance.

Be it enacted, etc., as follows:

Section six of chapter twenty-six of the General Laws, as appearing in the
Tercentenary Edition, is hereby amended by striking out, in the fourth line, the
words "six thousand" and inserting in place thereof the words:— seventy-five
hundred,— so as to read as follows :

— Section 6. Upon the expiration of the
term of oflfice of a commissioner of insurance, his successor shall be appointed for

three years by the governor, with the advice and consent of the council. The
commissioner shall receive such salary, not exceeding seventy-five hundred dollars,

as the governor and council determine. He shall give bond with sureties in the
sum of ten thousand dollars, to be approved by the state treasurer, for the faithful

performance of his duties. Approved May 24, 1943.
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[Chap. 339]

An Act correcting references to the federal housing administrator in
CERTAIN general AND SPECIAL LAWS.

Whereas, The title of the federal official formerly known as federal housing
administrator has been changed to federal housing commissioner and the deferred

operation of this act would in part tend to defeat its purpose, which is to make
immediately effective provisions of law recognizing such change of name, there-

fore this act is hereby declared to be an emergency law, necessary for the immediate
preservation of the public convenience.

Be it enacted, etc., as follows:

Whenever in any general or special law reference is made to the federal housing
administrator, such reference shall be deemed and held to refer to such adminis-

trator, to the federal housing commissioner, and to the successor or successors of

either of said officers. Approved May 27, 1943.

[Chap. 372]

An Act temporarily authorizing the issuance and use by certain insurance
companies of renewal certificates, renewal agreements and renewal
receipts.

Whereas, Owing to the lack of manpower due to the emergency caused by the

existing state of war, as well as the temporary shortage of material and resources

caused thereby, it is necessary to conserve the material and resources, clerical

and otherwise, of insurance companies authorized to transact business within the
commonwealth, and the deferred operation of this act would in part tend to defeat

its purpose, which is to make immediately available the relief offered by its terms,

therefore this act is hereby declared to be an emergency law, necessary for the

immediate preservation of the public convenience.

Be it enacted, etc., as follows:

Section 1. Any company, as such term is defined in chapter one hundred and
seventy-five of the General Laws, may issue and use renewal certificates, renewal
agreements and renewal receipts, or any of them, anjrthing in chapter ninety,

chapter one hundred and fifty-two and chapter one hundred and seventy-five of

the General Laws to the contrary notwithstanding. The commissioner of insurance

may require such a company to submit for his inspection forms of renewal certifi-

cates, renewal agreements and renewal receipts, or applications used in connection

therewith, issued or used, or to be issued or used, by it in relation to policies subject

to section one hundred and ninety-one of said chapter one hundred and seventy-

five. All provisions of general law relative to the filing of policy forms with, and
the approval of such forms by, said commissioner shall also apply to all renewal

certificates, renewal agreements and renewal receipts issued or used in connection

with such policy forms, and applications used in connection therewith.

Section 2. This act shall cease to be effective upon the termination of the

existing state of war between the United States and any foreign country, or upon
July first in the year nineteen hundred and forty-five, whichever is the earlier date.

Approved June 1, 1943.

Comment :

The specific purpose of this Chapter is to authorize the use during the period of the

National Emergency of renewal certificates and other similar documents for the pur-

pose of renewing or continuing in force and effect policies of insurance previously

issued.

The insurance law, (General Laws, Chapter 175), makes no provision for the is-

suance of renewal certificates, renewal agreements or renewal receipts for the purpose

of renewing or continuing in force and effect policies of insurance and the Attorney

General, in an Opinion dated May 20, 1942, stated to this Department that such

policies whose provisions are specified in the statute cannot be renewed except by the

issuance of a new policy containing all of the statutory provisions.
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[Chap. 375]

An Act providing foe the inclusion of accident benefits in certain liability

insurance policies.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and seventy-five of the General Laws is

hereby amended by inserting after section one hundred and eleven B, as appearing

in the Tercentenary Edition, the following section:— Section lllC. A policy of

insurance issued under subdivision (fo) of clause sixth of section forty-seven afford-

ing insurance against legal liability for loss or damage on account of the bodily

injury or death of any person may also insure, or an endorsement or rider may
be attached thereto to insure, any person including the named insured under the

policy in respect to medical, surgical, ambulance, hospital, professional nursiiig

and funeral expenses on account of the bodily injury or death of any person in-

cluding the named insured. The provisions of sections one hundred and eight 'and

one hundred and nine shall not apply to any such poUcy or any endorsement or

rider providing for any or all of the benefits permitted by this section.

Section 2. Section one hundred and ninety-two of said chapter one hundred
and seventy-five, as so appearing, is hereby amended by adding at the end the

following sentence :
— All such provisions of law shall also apply to all forms of

riders or endorsements, designed to be attached to motor vehicle liability policies

as defined in section thirty-four A of chapter ninety, providing for additional

coverage permitted by section one hundred and eleven C.
Approved June 1, 1943.

Comment :

The general purpose of this Chapter is to authorize insurance companies which
issue policies under subdivision (b) of Clause Sixth of Section 47 affording insurance

against legal liability for loss or damage on account of bodily injury or death of any
person to insure such person and also the named assured in respect to medical, surgical

ambulance, hospital, professional nursing and funeral expenses on account of injury

or death.

Under the present law. General Laws, Chapter 176, Section 47, Clause Sixth, Sub-
division (b) the coverage of the policy must be limited to cases where there is legal lia-

bility on the part of the assured; and the purpose of Chapter 376 is to extend the coverage

to cases where no legal liability is involved and also to include the named assured in

the event that he receives bodily injuries or is killed.

/
[Chap. 396]

An Act relative to the unincorporated association known as ''relief

plan of bethlehem steel corporation and subsidiary companies".

Be it enacted, etc., as follows:

Section 1. The persons who from time to time are or shall be members of

the unincorporated association known as "Relief Plan of Bethlehem Steel Cor-
poration and Subsidiary Companies", while acting as members of and on behalf

of said unincorporated association, and said association, are hereby exempted from
all provisions of general and special law, other than this act, relative to insurance

and to fraternal benefit societies.

Section 2. Membership in said association shall consist only of employees
of corporations ninety per cent or more of the outstanding capital stock of which
is from time to time owned, directly or indirectly, by Bethlehem Steel Corporation.

Section 3. Said association may afford relief to its members, not exceeding
twelve dollars a week or six hundred and twenty-four dollars in any period of

twelve consecutive months, for disability caused by sickness or accident, and may
pay death or funeral benefits not exceeding fifteen hundred dollars in any one
case; but, except as aforesaid, shall not engage in the business of insurance.

Approved June 2, 1943.
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Comment:

This legislation exempts the "Relief Plan of Bethlehem Steel Corporation and Sub-
sidiary Companies" from all provisions of general and special laws relative to in-

surance and fraternal benefit societies in this Commonwealth and permits this As-
sociation to pay its members for disability caused by sickness an amount not exceeding

twelve dollars weekly or six hundred and twenty-four dollars in any period of twelve

consecutive months and also pay death or funeral benefits not exceeding fifteen hundred
dollars in any one case.

Membership in this association is limited to employees of corporations, ninety per

cent of whose outstanding capital stock is owned by the Bethlehem Steel Corporation.

The wisdom of this Special Legislation is doubtful.

[Chap. 424]

An Act relative to the issuance of group life and general or blanket
accident and health insurance policies covering members of certain
associations of public employees and authorizing pay-roll deductions
on account of such policies and certain other contracts for such
employees.

Be it enacted, etc., as follows:

Section 1. Clause (6) of section one hundred and thirty-three of chapter one
hundred and seventy-five of the General Laws, as most recently amended by
section two of chapter three hundred and sixty-two of the acts of nineteen hundred
and thirty-eight, is hereby further amended by striking out, in the third and fourth

lines, the words "or any association of state, county or municipal employees", —
so as to read as follows : — or (6) the members of any trade union or other association

of wage workers described in section twenty-nine, with or without medical exami-
nation, written under a policy issued to such union or association, the premium
on which is to be paid by the union or association or by the union or association

and the members thereof jointly, and insuring all of the members thereof for

amounts of insurance based upon some plan which will preclude individual se-

lection, and for the benefit of persons other than the union or association or any
officers thereof, provided, that when the premium is to be paid by the union or

association and its members jointly and the benefits of the policy are offered to

all members, not less than seventy-five per cent of such members may be so insured,

and provided further that any member or members insured under the policy may
apply for amounts of insurance additional to those granted by said policy, in

which case any precentage of the members may be insured for additional amounts
if they pass satisfactory medical examinations.

Section 2. Said section one hundred and thirty-three, as amended, is hereby
further amended by adding at the end the following :

—
; or (d) the members of

any association of state, county or municipal employees, who are regularly and
permanently employed by the commonwealth, a county or a municipahty and,

if employed by the commonwealth or the city of Boston, are paid by a common
paymaster and are eligible for membership in the retirement association for the

employees of the commonwealth or of the city of Boston, or the members of any
association of employees of two or more municipalities within one county who are

regularly and permanently employed by one or more such municipalities, with

or without medical examination, written under a policy issued to the association,

the premium on which is to be paid by its members and insuring not less than

fifty members and seventy-five per cent of all persons eligible for membership
therein, for amounts of insurance based upon some plan which will preclude in-

dividual selection, and for the benefit of persons other than the association or any
officers thereof; provided, that any member or members insured under such policy

may apply for amounts of insurance additional to those granted by said policy,

in which case any percentage of the members may be insured for additional amounts
if they pass satisfactory medical examinations; and provided, further, that no

person shall be eligible for coverage under such a policy as a member of more than

one such association.
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The term "common paymaster", as used in clause {d) of this section, shall mean
any officer or employee of the commonwealth or the city of Boston or any board,

department, or commission thereof, whose duties include the payment of salaries

or wages to employees of the commonwealth, said city or any board, department
or commission thereof.

Section 3. Said chapter one hundred and seventy -five is hereby further

amended by striking out section one hundred and ten, as most recently amended
by chapter one hundred and eighteen of the acts of nineteen hundred and forty-

one, and inserting in place thereof the following section:— Section 110. Nothing
in sections one hundred and eight and one hundred and nine shall be construed to

apply to or affect or prohibit the issue of any general or blanket policy of insurance

to (a) any employer, whether an individual, association, copartnership, or cor-

poration, or (6) any municipal corporation or any department thereof not referred

to in (c), or (c) any police or fire department, or (d) any college, school or other
institution of learning, or to the head or principal thereof, or (e) any organization

for health, recreational or militar}^ instruction or treatment, or (/) any under-
writers' corps, salvage bureau or like organization, under which the officers, mem-
bers or employees, or classes or departments thereof, or the students or patients

thereof, as the case may be, are insured against loss or damage from disease or

specified accidental bodily injuries or death caused by such injuries, contracted
or sustained while exposed to the hazards of the occupation, the course of instruction

or treatment, or otherwise, for a premium intended to cover the risks of all persons
insured under such policy. A policy on which the premiums are paid by the
employer and the employees jointly, or by the employees, and the benefits of

which are offered to all eligible employees, and insuring not less than seventy-five

per cent of such employees, or the members of an association of such employees
if the members so insured constitute not less than seventy-five per cent of all

eligible employees, shall be deemed a general or blanket policy within the meaning
of this section.

Nothing in sections one hundred and eight and one hundred and nine shall be
construed to apply to or affect or prohibit the issue of any general or blanket policy

of insurance to any association of state, county or municipal employees who are
regularly and permanently' employed by the commonwealth, a county or a mu-
nicipality and, if employed by the commonwealth or the city of Boston are paid
by a common paymaster, as defined in section one hundred and thirty-three, and
are eligible for membership in the retirement association for the employees of the
commonwealth or of the city of Boston, or to an association of employees of two
or more municipalities within one county who are regularly and permanently
employed by one or more such municipalities, insuring the members of the associ-

ation against loss or damage from disease or specified accidental bodily injuries

or death caused by such injuries, contracted or sustained while exposed to the
hazards of their occupation, for a premium intended to cover the risks of all the
persons insured under such policy. No person shall be eligible for coverage under
such a policy as a member of more than one such association. A policy on which
the premium is paid by the members of the association and the benefits of which
are offered to all its members, and insuring not less than fifty members and seventy-
five per cent of all persons eligible for membership in the association shall be deemed
to be a general or blanket policy within the meaning of this section.

The provisions of section one hundred and thirty-eight A shall apply to deductions
on pay-roll schedules from the salary of any state, county or municipal employee
for the payment of premiums on a general or blanket policy issued to such an
association of state, county or municipal employees.

Any blanket or general policy issued under this section to an employer or to an
association of state, county or municipal employees may also insure the dependents
of employees or members insured thereunder, in respect to medical, surgical and
hospital expenses.

Section 4. Said chapter one hundred and seventy -five is hereby further
amended by inserting after section one hundred and thirty-eight, as appearing
in the Tercentenary Edition, the following section:— Section 138A. Deductions
on pay-roll schedules may be made from the salary of any state, county or mu-
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nicipal employee of any amount which such employee may specify in writing to

any state, county or municipal officer, or the head of the state, county, or municipal
department, board or commission, by whom or which he is employed, for the
payment of premiums on a group life policy issued under section one hundred and
thirty-three to an association of state, county or municipal employees and insuring

such employee as a member thereof. Any such authorization may be withdrawn
by the employee by giving at least sixty days' notice in writing of such withdrawal
to the state, county or municipal officer, or the head of the state, county or mu-
nicipal department, board or commission, by whom or which he is then employed
and by filing a copy thereof with the treasurer of the association.

The state treasurer, the common paymaster, as defined in said section one
hundred and thirty-three, or the treasurer of the county or municipality by which
such employee is employed, shall deduct from the salary of such employee such
amount of insurance premiums as may be certified to him on the pay-roll, and
transmit the sum so deducted to the treasurer of said association for transmittal

to the company, including in such term a savings and insurance bank, which
issued the policy; provided, that the state treasurer, the state comptroller or the

county or municipal treasurer, as the case may be, is satisfied by such evidence

as he may require that the treasurer of such association has given to said association

a bond, in a form approved by the commissioner, for the faithful performance of

his duties, in a sum and with such surety or sureties as are satisfactory to the state

treasurer or comptroller or county or municipal treasurer.

Section 5. Chapter one hundred and seventy-six A of the General Laws,
inserted by chapter four hundred and nine of the acts of nineteen hundred and
thirty-six, is hereby amended by inserting after section eleven the following section

:

— Section 12. The pertinent provisions of section one hundred and thirty-eight A
of chapter one hundred and seventy-five shall apply to deductions on pay-roll

schedules from the salary of any state, county or municipal employee for the pay-

ment of the amount payable by such an employee under a contract issued to him
as a subscriber by a non-profit hospital service corporation described in this chapter.

Section 6. Chapter one hundred and seventy-six B of the General Laws,
inserted by chapter three hundred and six of the acts of nineteen hundred and
forty-one, is hereby amended by inserting after section sixteen the following

section: — Section 16A. The pertinent provisions of section one hundred and
thirty-eight A of chapter one hundred and seventy-five shall apply to deductions

on pay-roll schedules from the salary of any state, county or municipal employee
for the payment of the amount payable by such an employee under a subscription

certificate issued to him as a subscriber by a medical service corporation.

Section 7. Chapter one hundred and seventy-six C of the General Laws,

inserted by chapter three hundred and thirty-four of the acts of nineteen hundred
and forty-one, is hereby amended by inserting after section sixteen the following

section:— Section 16A. The pertinent provisions of section one hundred and
thirty-eight A of chapter one hundred and seventy-five shall apply to deductions

on pay-roll schedules from the salary of any state, county or municipal employee
for the pajrment of the amount payable by such an employee under a contract

issued to him as a subscribing member by a medical service corporation.

Approved June 4, 194-S.

Comment:

The purpose of this Chapter is to authorize the issuance of policies of group life

insurance and blanket accident and health insurance to associations of state, county

or municipal employees on which premiums are to be paid in full by the insured em-

ployees and also to authorize the State Treasurer or other officer whose duties include

the payment of salaries to employees to make salary deductions for the purpose of paying

the premiums on such insurance policies and in addition such other contracts as may
have been issued to employees by a non-profit hospital service corporation or a medical

service corporation.

Under the present law covering the issvunce of group life insurance policies (General

Laws, Chapter 175, Section 133) a group life insurance policy may be issued to an

association of state, county or municipal employees provided that the association con-
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tributes to the 'premium which is paid thereon. This Chapter authorizes the issvmice

of a group life insurance policy covering the members of an association of state, county,

or municipal employees for which the premium is to be paid in full by the insured

members of the association; no contribution by the governmental unit or by the associ-

ation being required. This is accomplished by adding a new provision; namely, (d),

to Section 133 of General Laws, Chapter 175.

The issuance of blanket accident and health insurance policies is authorized by
General Laws, Chapter 175, Section 110, and this Section as presently written contains

no provision authorizing the issuance of a blanket accident and health insurance policy

to an association of state, county or municipal employees. Section 3 of Chapter 4^4
inserts a provision in Section 110 of Chapter 175 which authorizes the issuance of
blanket accident and health policies to associations of state, county or municipal
employees. The premiums on such policies may be paid in full by the insured em-
ployees who are members of the association, no contribution to the premium, payment
being required from the association.

This Chapter authorizes the formation of associations of state, county or municipal
employees even though the municipal employees are employed in different municipalities

provided that such municipalities are located within one county. An employee may
be insured as a member of one association only. Groups of employees of the Common-
wealth or of the City of Boston who receive their salaries from a common paymaster
may organize such an association under this proposed law.

The treasurer of the association is required to be bonded under a faithful performance
bond on a form approved by the Commissioner of Insurance and in an amount satis-

factory to the state treasurer, comptroller, county or municipal treasurer.

Chapter 4^4 '^'<^ enacted as a residt of the report of a special commission established

to make an investigation and study relative to providing group insurance for public

employees.

This Commission was formed under Chapter 65 of the Resolves of 1941 and held

many hearings and meetings prior to the time for filing its report which crystalizes the

suggestions favorable to providing group life and blanket accident and health insurance

for public employees who heretofore have been unable to obtain group life coverage

because of the legal requirement that the governmental unit or association contribute

to the premium cost and could not be insured under a blanket accident and health

policy because the present statute does not authorize the issuance of such coverage to

an association of public employees.

[Chap. 425]

An Act regulating the amount of allowance for certain members of
CERTAIN retirement SYSTEMS RETIRED FOR ORDINARY DISABILITY.

Be it enacted, etc., as follows:

Section 1. Section twenty-four of chapter thirty-two of the General Laws,
as appearing in section one of chapter four hundred of the acts of nineteen hundred
and thirty-six and as amended, is hereby further amended by inserting after sub-
division (2) (c) the following subdivision :

—
(3) In no case shall a member be retired under this section at such annual rate

of pension as would, when added to his annuity, amount to a total retirement
allowance at less than four hundred and eighty dollars or two thirds of his average
annual compensation for the five years next preceding his retirement, whichever
is the lesser.

Section 2. Section thirty of said chapter thirty-two, as appearing in section

one of chapter three hundred and eighteen of the acts of nineteen hundred and
thirty-six and as amended, is hereby further amended by inserting after subdivision

(2) (c) the following subdivision :
—

(3) In no case shall a member be retired under this section at such annual rate

of pension as would, when added to his annuity, amount to a total retirement
allowance of less than four hundred and eighty dollars or two thirds of his average
annual compensation for the five years next preceding his retirement, whichever
is the lesser. Approved June 4, 1943.
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[Chap. 485]

An Act relative to the liability of persons participating in the use of
MOTOR vehicles UNDER CAR OR RIDE SHARING PLANS, SO CALLED.

Whereas, Because of the existing state of war and the shortage of rubber and
gasoline it is necessary that owners and operators of motor vehicles share the use

of such vehicles with other persons, and
Whereas, The civil liability of such persons may be seriously affected thereby, and
Whereas, It is necessary for the successful prosecution of the war effort that

persons engaged in such car or ride sharing plans shall have immediate protection

of their civil rights and that their civil liabilities shall not be increased, therefore

it is hereby declared to be an emergency law, necessary for the preservation of

the public safety and convenience.

Be it enacted, etc., as follows:

Section 1. No occupant of a motor vehicle, as such term is defined in section

one of chapter ninety of the General Laws, who shares the use of such vehicle with

the owner or operator thereof under a car or ride sharing plan, so called, whether

for compensation or otherwise, shall, by reason of participating in such plan, be

deemed to be engaged in a joint enterprise with such owner or operator.

Section 2. This act shall cease to be operative upon the termination of the

existing states of war between the United States and certain foreign countries.

Approved June 9, 1943.

[Chap. 496]

An Act temporarily restoring certain mortality tables and rates of
interest for the teachers' retirement system.

Be it enacted, etc., as follows:

The mortality tables and the rates of interest used in connection therewith for

the teachers' retirement system which were in effect immediately prior to July

second, nineteen hundred and forty-two are hereby restored and shall remain in

full force and effect until July first, nineteen hundred and forty-five; and the

commissioner of insurance and the teachers' retirement board are hereby authorized

and directed to use the tables and rates hereby restored in computing the retire-

ment allowances of teachers to and including said July first, nineteen hundred

and forty-five. Any teacher who has been retired under said retirement system

since July first, nineteen hundred and forty-two and prior to the effective date

of this act shall, beginning June first, nineteen hundred and forty-three, receive a

retirement allowance equal to that which he would have received if said tables

and rates as restored by this act had been in effect at the time of his retirement.

Approved June 10, 1943.

The Commonwealth of Massachusetts,

Executive Department, State House,

Boston, June 30, 1943.

Honorable Frederic W. Cook, Secretary of the Commonwealth, State House,
Boston.

Sir:— I, Leverett Saltonstall, by virtue of and in accordance with the

provisions of the Forty-eighth Amendment to the Constitution, "The Referen-

dum II, Emergency Measures", do declare that in my opinion, the immediate

preservation of the public peace, health, safety or convenience requires that

the law passed on the 10th day of June in the year nineteen hundred and
forty-three entitled, "An Act Temporarily Restoring certain Mortality Tables

and Rates of Interest for the Teachers' Retirement System" should take

effect forthwith and that it is an emergency law and that the facts constituting

the emergency are as follows

:
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Because the delayed operation will unnecessarily increase and make more
difficult the problem of administration of the Act, and unduly delay payments
to newly retired teachers and increased allowances to certain present retired

teachers.

Very truly yours,

Leverett Saltonstall,

Governor of the Commonwealth.

Office of the Secretary, Boston, July 1, 1943.

I hereby certify that the accompanying statement was j&led in this office

by His Excellency the Governor of the Commonwealth of Massachusetts at

ten o'clock and eight minutes, a.m., on the above date, and in accordance
with Article Forty-eight of the Amendments to the Constitution said chapter
takes effect forthwith, being chapter four hundred and ninety-six of the acts

of nineteen hundred and forty-three.

F. W. Cook,

Secretary of the Commonwealth.

Comment:
The purpose of this Act is to restore the rates of interest and mortality tables for

the Teachers' Retirement System which were in effect immediately prior to July 2,

1942. Such rates shall remain in full force and effect until July 1, 1945.

[Chap. 497]

An Act continuing in effect the existing mortality tables and rates op
interest applicable to certain retirement systems of the common-
wealth and the political subdivisions thereof.

Be it enacted, etc., as follows:

The mortality tables and the rates of interest used in connection therewith for

the retirement systems of the commonwealth and the political subdivisions thereof,

other than the teachers' retirement system, which were in effect on January first,

nineteen hundred and forty-three, shall continue in full force and effect until June
thirtieth, nineteen hundred and forty-five; and the commissioner of insurance and
the retirement boards of said retirement systems are hereby authorized and di-

rected to use the tables and rates hereby continued in effect in computing the
retirement allowances of persons under said systems up to and including said

June thirtieth, nineteen hundred and forty-five. Approved June 10, 1943.

Comment:

This Act provides that the mortality tables and rates of interest used in connection
with the retirement systems of the Commonwealth and the political subdivisions thereof

which were in effect on January 1, 1943 shall continue until June SO, 1945.

[Chap. 498]

An Act relative to the payment of assessments into the teachers' annuity
FUND and to COJTTRIBUTIONS BY THE COMMONWEALTH TO SAID FUND.

Be it enacted, etc., as follows:

Paragraph (2) of section nine of chapter thirty-two of the General Laws, as
most recently amended by section fourteen of chapter five hundred and eight of
the acts of nineteen hundred and thirty-nine, is hereby further amended by striking
out the sentence contained in the twenty-first to the twenty-fourth lines, as ap-
pearing in section one of chapter four hundred and thirty-eight of the acts of

nineteen hundred and thirty-seven, — so as to read as follows:—
(2) The annuity fund shall consist of assessments paid by members and interest

derived from investments of the annuity fund. Each member shall pay into the
annuity fund, by deduction from his salary in the manner provided in section
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twelve (5), such assessments upon his salary as may be determined by the board.
The rate of assessment shall be established by the board on the first day of July
of each year after a prior notice of at least three months, and shall at any given
time be uniform for all members of the association, and shall not be less than three
nor more than seven per cent of the member's salary; provided, that when the
total sum of assessments on the salary of any member at the rate established by
the board would amount to more than one hundred and thirty dollars or less than
thirty-five dollars for a full school year, such member shall in lieu of assessments
at the regular rate be assessed at the rate of one hundred and thirty dollars a year
or thirty-five dollars a year, payable in equal instalments, to be assessed for the
number of months during which the schools of the community in which such
member is employed are commonly in session. A member, within thirty days prior
to the date that his retirement takes effect under section ten, may pay in one sum
into the annuity fund estabhshed by this paragraph any amount which he may
elect, but not exceeding the amount which he may have to his credit at the time
of his retirement, and the amount so contributed shall be considered as part of

his regular assessments for all purposes except that it shall in no way affect the
amount of his pension. The commonwealth shall in each odd-numbered year
contribute such amount as is necessary to make good any deficiency in the annuity
fund for active or retired members as of the preceding thirty-first day of December.

Approved June 10, 1943.

Comment:

The Act makes certain changes in the method of the payment of assessments into

the Teachers' Annuity Fund.

[Chap. 502]

An Act relative to the compensation payable to former officers and em-
ployees OF the commonwealth or of any political subdivision thereof
TEMPORARILY RE-EMPLOYED DURING THE CONTINUANCE OF THE EXISTING
STATE OP WAR BETWEEN THE UNITED STATES AND ANY FOREIGN COUNTRY.

Whereas, The deferred operation of this act would tend to defeat its purpose,
which is to regulate the salaries paid to former officers and employees of the com-
monwealth and its political subdivisions during the existing state of war, therefore

it is hereby declared to be an emergency law, necessary for the immediate preserva-
tion of the public convenience.

Be it enacted, etc., as follows:

Section 1. Chapter sixteen of the acts of nineteen hundred and forty-two is

hereby amended by striking out section one and inserting in place thereof the
following section: — Section 1. Any former officer or employee of the common-
wealth or of any political subdivision thereof who has been retired under any
retirement or pension law, or who has been separated from the public service by
reason of superannuation or disability without receiving a retirement allowance
or pension, may be employed in the service of any department, board or com-
mission of the commonwealth or of any political subdivision thereof. No such
person shall be employed by any appointing officer of a county, city, town or

district except with the written approval of the county commissioners, the mayor
or, in the city of Cambridge, the city manager, the selectmen or the prudential

committee or other governing body in districts, as the case may be; provided,
that no such approval shall be necessary in the case of a person formerly employed
by a school committee or board of trustees of a school conducted under sections

one to thirty-seven, inclusive, of chapter seventy-four, and employed by a school

committee or such a board of trustees under authority of this act. The written

approval of the director of civil service shall also be required for each appointment
to any position or employment subject to chapter thirty-one of the General Laws.
Any person so employed shall receive full compensation for such service less any
pension received by him under any contributory or non-contributory retirement
or pension law; provided, that any such person employed by the city of Boston
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or by the county of Suffolk may be paid such compensation as may be determined

by the department head with the written approval of the mayor of said city.

Section 2. This act shall take effect as of January thirty-first, nineteen hundred
and forty-two. Approved June 10, 1943.

Comment:

The purpose of this Act is to allow a pensioner re-employed for the duration of the

National Emergency to receive the difference between the full compensation for his

services and the pension received by him.

The demand for experienced employees during the National Emergency is the reason

for this Act.

[Chap. 529]

An Act requiring employers to provide compensation for employees re-

ceiving INJURIES which arise OUT OF AND IN THE COURSE OF THEIR EM-
PLOYMENT, AND PERMITTING CERTAIN EMPLOYERS TO PROVIDE FOR SUCH
COMPENSATION BY SELF-INSURANCE.

Be it enacted, etc., as follows:

Section 1. Section one of chapter one hundred and fifty-two of the General

Laws is hereby amended by striking out paragraph (1), as amended by section

one of chapter three hundred and thirty-two of the acts of nineteen hundred and
thirty-five, and inserting in place thereof the following paragraph :

—
(1) "Average weekly wages," the earnings of the injured employee duringthe

period of tw^elve calendar months immediately preceding the date of injury, divided

by fifty-two; but if the injured employee lost more than two weeks' time during

such period, the earnings for the remainder of such twelve calendar months shall

be divided by the number of weeks remaining after the time so lost has been de-

ducted. T^Tiere, by reason of the shortness of the time during which the employee

has been in the employment of his employer or the nature or terms of the employ-

ment, it is impracticable to compute the average weekly wages, as above defined,

regard may be had to the average weekly amount which, during the twelve months
previous to the injury, was being earned by a person in the same grade employed

at the same work by the same employer, or, if there is no person so employed, by
a person in the same grade employed in the same class of employment and in the

same district. In case the injured employee is employed in the concurrent service

of more than one insured employer or self-insurer, his total earnings from the

several insured employers and self-insurers shall be considered in determining his

average weekly wages. Weeks in which the employee received less than five doUars

in wages shall be considered time lost and shall be excluded in determining the

average weekly wages; provided, however, that this exclusion shall not apply to

employees whose normal working hours in the service of the employer are less

than fifteen hours each week.

Section 1A. Said section one of said chapter one hundred and fifty-two, as

amended, is hereby further amended by striking out paragraph (5), as appearing

in the Tercentenary Edition, and inserting in place thereof the following para-

graph :
—

(5) "Employer", an individual, partnership, association, corporation or other

legal entity, including the legal representatives of a deceased employer, or the re-

ceiver or trustee of an individual, partnership, association, or corporation or other

legal entity, employing employees subject to this chapter.

Section 2. Said section one of said chapter one hundred and fifty-two is hereby

further amended by adding at the end of paragraph (6), as appearing in the Ter-

centenary Edition, the words:— or is a self-insurer under subsection 2 (a) or

2 (6) of section twenty-five A, — so as to read as follows :
—

(6) "Insured" or "insured person", an employer who has provided by insurance

for the payment to his employees by an insurer of the compensation provided for

by this chapter, or is a self-insurer under subsection 2 (a) or 2 (6) of section twenty-

five A.
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Section 3. Said section one of said chapter one hundred and fifty-two, as
amended, is hereby further amended by striking out paragraph (4), as amended
by chapter four hundred and six of the acts of nineteen hundred and thirty-five,

and inserting in place thereof the following paragraph :
—

(4) "Employee," every person in the service of another under any contract of
hire, express or implied, oral or written, excepting masters of and seamen on
vessels engaged in interstate or foreign commerce, persons employed by an express
company, sleeping car company, or carrier subject to Part I or Part II of the Inter-
state Commerce Act, and persons employed by telephone companies subject to
the federal communications act and excepting one whose employment is not in

the usual course of the trade, business, profession or occupation of his employer,
but not excepting a person conclusively presumed to be an employee under section
twenty-six of this chapter. The provisions of this chapter shall remain elective

as to employers of the following: — persons employing six or less, or persons
employed as domestic servants and farm laborers, members of an employer's family
dwelhng in his household, and persons other than laborers, workmen and me-
chanics employed by religious, charitable or educational institutions.

Any reference to an employee who has been injured shall, when the employee
is dead, also include his legal representatives, dependents and other persons to
whom compensation may be payable.

Section 4. Section twenty-one of said chapter one hundred and fifty-two,

as appearing in the Tercentenary Edition, is hereby amended by adding at the
end the words:— or by self-insurance, as provided in this chapter, — so as to read
as follows :

— Section 21 . Every insured person shall, as soon as he secures a
policy, give written or printed notice to all persons under contract of hire with
him that he has provided for payment to injured employees by the insurer, or by
self-insurance, as provided by this chapter.

Section 5. Said chapter one hundred and fifty-two is hereby further amended
by striking out section twenty-three, as so appearing, and inserting in place thereof
the following section:— Section 2S. If an employee files any claim for, or accepts
payment of, compensation on account of personal injury under this chapter-, or

makes any agreement, or submits to a hearing before a member of the department
under section eight, such action shall constitute a .release to the insured or self-

insurer of all claims or demands at law, if any, arising from the injury.

Section 6. Section twenty-four of said chapter one hundred and fifty-two,

as so appearing, is hereby further amended by striking out, in the first line, the
words "of an insured person", — by inserting after the word "person" in the
seventh line the words : — or self-insurer, — and by striking out, in the eighth
line, the words "notice of such insurance" and inserting in place thereof the words:— the time said employer became an insured person or a self-insurer, — so as to

read as follows : — Section 21).. An employee shall be held to have waived his right

of action at common law or under the law of any other jurisdiction in respect to
an injury therein occurring, to recover damages for personal injuries if he shall

not have given his employer, at the time of his contract of hire, «Titten notice

that he claimed such right, or, if the contract of hire was made before the employer
became an insured person or self-insurer, if the employee shall not have given the
said notice within thirty days of the time said employer became an insured person
or a self-insurer. An employee who has given notice to his employer that he
claimed his right of action as aforesaid may waive such claim by a written notice,

which shall take effect five days after it is delivered to the employer or his agent.

The notices required by this section shall be given in such manner as the depart-

ment may approve.

Section 7. Said chapter one hundred and fifty-two is hereby further amended
by inserting after section twenty-five, as so appearing, under the caption com-
pulsory COMPENSATION AND SELF-INSURANCE, the four foUowiug scctions:—
Section 25A. In order to promote the health, safety and welfare of employees,
every employer shall provide for the paj^ment to his employees of the compen-
sation provided for by this chapter in the following manner :

—
(1) By insurance M'ith an insurer, or

(2) Subject to the rules of the department, by obtaining from the department
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annually a license as a self-insurer by conforming to the provisions of one of the

two following sub-paragraphs and also to the provisions of sub-paragraph (c), if

required :
—

(a) By keeping on deposit with the state treasurer in trust for the benefit and

security of employees such amount of securities, not less in market value than

ten thousand dollars, as may be required by the department, said securities to be

in the form of cash, bonds, stocks or other evidences of indebtedness as the depart-

ment may require, and to be used, liquidated and disbursed only upon the order

of the department for the purposes of paying the benefits provided for by this

chapter. The department shall, from time to time, determine the liabilities of a

self-insurer both incurred or to be incurred because of personal injuries to em-

ployees under this chapter. The department may at any time require an additional

deposit or further security or permit a decrease in the market value of said deposit

provided the value of said deposit in no case shall be less than ten thousand dollars.

The department may permit a substitution of securities in place of those de-

posited. Interest, dividends and other income from said deposit or deposits shall

be payable to the employer who deposited them, unless and until the department

shall direct otherwise. The deposit or deposits may be returned to the employer

if the employer shall insure with an insurer under subsection (1) of this section,

or qualify as a self-insurer under sub-paragraph (b) of this section, or if he shall

cease to transact business in the commonwealth; provided, that in any case he

satisfies the department that he is not under any obligation to pay compensation

under this chapter, or, if the department so requires, he furnishes the department

with a single premium non-cancellable policy, approved by the department, se-

curing him against any liability that may have arisen under this chapter. No de-

posit so deposited shall be assignable or subject to attachment or be liable in any

way for the debt of the self-insurer.

(b) By furnishing annually to the state treasurer a bond with a corporate surety

company authorized to do business in this commonwealth, in such form and in

such an amount not less than ten thousand dollars as may be required by the

department, said bond, however, to be upon the condition that if the license of the

principal shall be revoked or if the department shall refuse to renew the license,

the principal shall upon demand fully comply with sub-paragraph (a) of this

section relative to the deposit of securities or a single premium non-cancellable

policy. The department shall, from time to time, determine the liabilities of a

self-insurer both incurred or to be incurred because of personal injuries to em-
ployees under this chapter. The department may at any time require an ad-

ditional bond, similarly conditioned, or further security or permit a decrease in

the amount of said bond provided the amount of the bond or the bonds in no case

shall be less than ten thousand dollars. The liability of the surety shall not exceed

in the aggregate the penal sum or sums stated in any such bond or bonds or in any
endorsements giving effect to any such increase or reduction. The department
may permit a substitution of a new bond or bonds for the bond or bonds which

have been furnished.

(c) As a further guarantee of a self-insurer's ability to pay the benefits provided

for by this chapter to injured employees, the department may require that a self-

insurer reinsure his compensation risk against catastrophe, and such reinsurance,

when so required, shall be placed only with an insurance company admitted to do

business in this commonwealth.

(3) The department may make rules governing self-insurers, and may revoke

or refuse to renew the license of a self-insurer because of the failure of such self-

insurer promptly to make payments of compensation provided for by this chapter,

or for any other reasonable cause. Any person aggrieved by the action of the

department in refusing to grant a license or in revoking, or refusing to renew, a

license of a self-insurer under this section or bj^ the action of the department in

requiring an additional deposit or further security under sub-paragraph (a) of

this section, or in requiring a further bond or security for an additional sum under
sub-paragraph (6) of this section may demand a hearing before the department,
and if, after said hearing, the department denies his petition, he may within ten

days after receipt of a notice stating reasons for such denial, file a petition in the
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superior court for Suffolk county for a review thereof; but the filing of such a
petition shall not suspend the action of the department unless a stay thereof shall

be allowed by the justice pending a final determination by the court. The court
shall summarily hear the petition and may make any appropriate order or decree.

(4) Such expenses as shall be determined by the department of administration
and finance as necessary to carry out the provisions of this chapter relating to
self-insurance shall be assessed against all self-insurers, including for this purpose
employers who have ceased to exercise the privilege of self-insurance but whose
securities are retained on deposit in accordance with the rules of the department.
The basis of assessment shall be the proportion of such expense that the total
securities deposited by each self-insurer or penal sum of bond or bonds furnished
by each self-insurer at the close of each fiscal year bears to the total deposits and
bonds of all seK-insurers. All such assessments when collected shall be paid into
the state treasury.

Section 25B. Section twenty-five A shall not apply to the commonwealth or
the various counties, cities, towns and districts provided for in sections sixty-nine
to seventy-five, inclusive. Any employer may bring an employee or employees
for whom he is not required by this chapter to provide for the payment of com-
pensation within the coverage of this chapter by providing for the payment of

compensation to such employee or employees as provided by this chapter.
Section 25C. If an employer who is required to provide for the payment to his

employees of the compensation provided for by this chapter fails to do so, he shall

be punished by a fine of not more than five hundred dollars or by imprisonment
for not more than one year, or both. Failure of an employer, after imposition of

the foregoing penalty, to provide for the payment of compensation under this

chapter after notice by the department to such employer so to do shall, as to each
such notice, be deemed a further violation in respect thereof and the same penalty
shall be imposed. If such employer is a corporation, the president or treasurer,

or both, shall be liable for such penalty.

Section 25D. No self-insurer or attorney acting in its behalf shall engage a
service company or like organization to investigate, adjust, or settle claims under
this chapter or to represent it in any matter before the department. Any violation

of this section shall constitute reasonable cause for revocation of the license of a
self-insurer under section twenty-five A of this chapter.

Section 8. Said chapter one hundred and fifty-two is hereby further amended
by striking out section twenty-six, as most recently amended by chapter three

hundred and two of the acts of the current year, and inserting in place thereof the
following section :

— Section 26. If an employee who has not given notice of his

claim of common law rights of action under section twenty-four, or who has given

such notice and has waived the same, receives a personal injury arising out of and
in the course of his employment, or arising out of an ordinary risk of the street

while actually engaged, with his employer's authorization, in the business affairs

or undertakings of his employer, and whether within or without the common-
wealth, he shall be paid compensation by the insurer or self-insurer, as hereinafter

provided; provided, that as to an injury occurring without the commonwealth he
has not given notice of his claim of rights of action under the laws of the juris-

diction wherein such injury occurs or has given such notice and has waived it. For
the purposes of this section any person, while operating or using a motor or other

vehicle, whether or not belonging to his employer, with his employer's general

authorization or approval, in the performance of work in connection with the

business affairs or undertakings of his employer, and whether within or without

the commonwealth, and any person who, while engaged in the usual course of his

trade, business, profession or occupation, is ordered by an employer, or by a person

exercising superintendence on behalf of such employer, to perform work which is

not in the usual course of such work, trade, business, profession or occupation,

and while so performing such work, receives a personal injury, shall be conclusively

presumed to be an employee, and if an employee while acting in the course of his

employment receives injury resulting from frost bite, heat exhaustion or sun-

stroke, without having voluntarily assumed increased peril not contemplated by
his contract of employment, or is injured by reason of the physical activities of

feUow employees in which he does not participate, whether or not such activities
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are associated with the employment, such injury shall be conclusively presumed

to have arisen out of the employment.

Section 9. Said chapter one hundred and fifty-two is hereby further amended

by striking out section twenty-eight, as amended by section two of chapter two

hundred and ninety-two of the acts of nineteen hundred and thirty-four, and

inserting in place thereof the following section:— Section 28. If the employee

is injured by reason of the serious and wilful misconduct of an employer or of any

person regularly intrusted with and exercising the powers of superintendence, the

amounts of compensation hereinafter provided shall be doubled. In case the

employer is insured, he shall repay to the insurer the extra compensation paid to

the employee. If a claim is made under this section, and the employer is insured,

the employer may appear and defend against such claim only. The employment

of any minor, known to be such, in violation of any provision of sections sixty to

seventy-four, inclusive, or of section one hundred and four of chapter one hundred

and forty-nine shall constitute serious and wilful misconduct under this section.

Section 9A. Said chapter one hundred and fifty-two is hereby further amended
by striking out section sixty-six, as appearing in the Tercentenary Edition, and
inserting in place thereof the following section:— Section 66. In an action to

recover damages for personal injury sustained by an employee in the course of his

employment or for death resulting from personal injury so sustained, it shall not

be a defense:

1

.

That the employee was negligent
;

2. That the injury was caused by the negligence of a fellow employee;

3. That the employee had assumed voluntarily or contractually the risk of the

injury;

4. That the employee's injury did not result from negligence or other fault of

the employer, if such injury arose out of and in the course of employment.

Section 10. Said chapter one hundred and fifty-two is hereby further amended
by striking out section sixty-seven, as so appearing, and inserting in place thereof

the following section :
— Section 67. Section sixty-six shall not apply to actions

to recover damages for personal injuries sustained by domestic servants and farm

laborers, nor to actions for such injuries received by employees of an insured person

or a self-insurer.

Paragraph 4 of said section sixty-six shall not apply to actions to recover damages
for personal injuries sustained by any person, whose employer has a right of election

as provided in paragraph 4 of section one.

Section 1 1 . Said chapter one hundred and fifty-two is hereby further amended
by striking out section sixty-eight, as so appearing, and inserting in place thereof

the following section:— Section 68. Chapter one hundred and fifty-three and
sections four and seven to ten, inclusive, of chapter two hundred and twenty-nine

shall not apply to employees of an insured person or a self-insurer, nor to laborers,

workmen or mechanics employed by the commonwealth or any county, city,

town or district subject to sections sixty-nine to seventy-five, inclusive, who are

entitled to the benefits provided by said sections, while this chapter is apphcable
thereto.

Section 12. Said chapter one hundred and fifty-two is hereby further amended
by striking out section seventy-six, inserted by section one of chapter four hundred
and sixty-five of the acts of nineteen hundred and thirty-nine, and inserting in

place thereof the following section : — Section 76. The right to and liabiUty for

and the amounts of compensation payable for personal injuries arising out of and
in the course of employment in the granite industries and resulting from siHcosis

or other occupational pulmonary dust disease shall be subject to and governed by
sections seventy-seven to eighty-five, inclusive, anything in this chapter to the

contrary notwithstanding. An employer, the compensation for whose employees
is subject to and governed by said sections seventy-seven to eighty-five, inclusive,

may, in lieu of becoming an insured person become a self-insurer; and said sections

seventy-seven to eighty-five, inclusive, shall apply to an employer who is a self-

insurer as well as to an employer who is an insured person.

Section 13. Section twenty-two of said chapter one hundred and fifty-two,

as appearing in the Tercentenary Edition, is hereby amended by adding the words:
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— or by means of self-insurance as provided in this chapter, — at the end of the
first sentence, — and by inserting after the word "insured," in the fourth line, the
words: — by an insurance company, — so as to read as follows:— Section 22.

Every insured person shall give written or printed notice to every person with
whom he is about to enter into a contract of hire that he has provided for payment
to injured employees by the insurer or by means of self-insurance as provided in

this chapter. An employer ceasing to be insured by an insurance company shall,

on or before the day on which his policy expires, give written or printed notice

thereof to all persons under contract with him. In case of the renewal of the
policy no notice shall be required. He shall file a copy of said notice with the

department. The notices required by this and the preceding section may be given

in the manner therein provided or in such other manner as may be approved by
the department.

Section 14. This act shall take effect on November fifteenth in the year
nineteen hundred and forty-three.

Approved June 12, 1943.

Effective September 10, 1943.

The specific purpose of this Legislation is
'

1. to make workmen's compensation insurance compulsory for employers of

more than six persons other than domestic servants, farm laborers, members of

an employer's family dwelling in his household and persons other than laborers,

workmen and mechanics employed by religious, charitable or educational insti-

tutions and
2. to provide a method whereby employers could become self-insurers of their

own workmen's compensation risks.

Employers may qualify as self-insurers under the workmen's compensation
law either by furnishing an insurance policy issued by an insurance company or

by qualifying for a Hcense as a self-insurer under this new law.

In order to qualify as a self-insurer the employer is required to keep on deposit

with the State Treasurer in trust for the benefit and security of his employees at

least ten thousand doUars in securities or a larger amount if required by the In-

dustrial Accident Board. These securities may be returned to the employer if he
afterwards insures his workmen's compensation risks with an insurance company
or if he furnishes a corporate surety company bond to the State Treasurer or if he
ceases to transact business in the Commonwealth provided that, as to any out-

standing habilities, if any, he is required to furnish the Industrial Accident Board
with a single premium non-cancellable policy on an approved form securing him
against any liability which may have previously arisen. The Industrial Accident
Board is empowered to require any self-insurer to reinsure his compensation risk

against catastrophe hazard so as to provide a further guarantee of the employer's
ability to pay the benefits required.

Licenses for self-insurers are to be issued by the Industrial Accident Board and
may be revoked or not renewed because of the failure of any self-insurer to promptly
make payments of compensation or for any other reasonable cause.

A hearing proceedure with review in the Superior Court is provided for in the

Statute for any person aggrieved by any action of the Industrial Accident Board
in refusing to grant a license or in revoking or refusing to renew a license or by
the action of the Board in requiring additional deposits of further security or in

connection with the filing of the bond.
Any employer who is required to provide for the pa3anent of workmen's com-

pensation to his employees and fails to do so may be punished by a fine of not more
than five hundred dollars or by imprisonment for not more than one year, or both.

Service companies are not permitted to investigate, adjust or settle claims or to

represent self-insurers in any matters pending before the Industiral Accident
Board.

This Law also took away from the employer the only defense which he formerly

had under common law; that is, "that the employee's injury did not result from
negligence or other fault of the employer, if such injury arose out of and in the

course of employment." By taking this defense away from the employer ascertain
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pressure to insure under the Workmen's Compensation Law or to become a self-

insurer is exerted.

The Insurance Department recorded its opposition to this Legislation for the

following reasons

:

1. A large number of workers presently insured under the Workmen's Com-
pensation Law were excluded from the scope of this Law.

2. The securities which are to be deposited under the terms of this Law for

qualification of a self-insurer should be limited to bonds of the United States

Government, states, counties and municipalities and their value should be deter-

mined annually instead of "from time to time."

3. The minimum amount of the deposit is inadequate because payment to one
claimant totally and permanently disabled might exceed the ten thousand dollar

deposit now required. The Insurance Department believes that the minimum
deposit should be at least fifty thousand dollars. This suggestion also applies to

the surety bond specified in this new Law.

4. This Law does not require that the non-cancellable policy mentioned in

Section 25A (2) (a) be obtained from an insurance company licensed to transact

business in this Commonwealth and therefore extreme difficulty could be experi-

enced in collecting under such a policy if issued by a company which cannot qualify

for admission in Massachusetts. It might be necessary for a claimant to institute

legal action outside the Commonwealth in order to obtain the protection specified

in this Law.
5. The Department of Industrial Accidents has the responsibility for approving

the form of non-cancellable policy, the surety bond and the reinsurance contract.

This creates a divided responsibility between the Department of Industrial Acci-

dents and the Insurance Department; one having approval of the form and the

other having approval of the rates.

6. A catastrophe coverage is provided for in this Legislation but there is no
requirement that the contract form be approved by the Commissioner of Insurance,

neither does this new Statute contain a definition of the term "catastrophe"
which in the insurance business is variously defined.

7. It is likely that the larger risks with good experience will qualify as self-

insurers with the possibility that increased rates will result for those employers
of labor who continue to insure with insurance companies because the experience
of the good risks will not enter into the rate structure.

From past experience, no employer with a premium below $3,000 has sought
the privilege of self-insurance. We may, therefore, confine our discussion to the
471 risks with premiums of $5,000 and over, who would be likely to be interested

in a self-insurance plan. You will note that these 471 risks have a payroll of

approximately 40% of the total payroll of the Commonwealth and a loss ratio of

43%; whereas, the average loss ratio for all insured risks totalling 35,234 is 50%.
It is quite apparent, therefore, that more than 34,000 employers of labor, who
are presently insured, representing 60% of the total annual payroll of the Common-
wealth, have a loss ratio in excess of 50%. It is reasonable to assume and it is a
fact that some of the 471 risks with premium over $5,000 have a loss ratio worse
than the average. Such risks would be unlikely to seek self-insurance because of

their inabiHty to effect a saving. Therefore, if only the better than average risks

become self-insurers, the losses and payrolls on such risks could not be considered
in making compensation rates for many reasons. First, and most important, is

that the rate level produced would be inadequate to provide for the losses incurred
by the remainder of the insured employers. The net result would be substantial
increase in workmen's compensation rates for those who chose to continue to insure
with insurance companies under the Workmen's Compensation Act.
The burden of increased rates would fall most heavily upon approximately

25,000 employers whose premium is less than $250.00. These little employers of
labor are presently the victims of our war economy, as a result of priorities, labor
shortages, limitation on the manufacture of consumer goods and various other
causes with which we are all familiar. If their cost of compensation should be
increased substantially, many of them might be induced to run the chances of
paying the penalty for failure to insure — thus depriving their employees of the
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protection of the Workmen's Compensation Act. If this result did not follow,

there would undoubtedly be a tremendous "hue and cry" from those employers

when confronted with substantial rate increases for worlmien's compensation in-

surance required to be approved by the Commissioner of Insurance.

8. The present law furnishes a very strong incentive to employers of labor to

insure under the Workmen's Compensation Act by the provision depriving them

of their three main defenses in event of failure to so insure. We doubt that a

compulsory law, with its penalty of a fine or imprisonment, would be any greater

incentive to responsible employers of labor to provide insurance. We cannot

expect the irresponsible employers to incur the obUgation to pay insurance premiums

simply by confronting them with penalties. It has been argued that there are a

number of employers who do not now insure.

The Assigned Risk Plan for workmen's compensation risks enacted in 1939 has

made it possible for every employer who desires compensation insurance to procure

it. In the past, insurance comapnies have been reluctant to provide insurance

for certain hazardous types of risks. The Assigned Risk was adopted to make it

possible for every employer willing to insure to secure the necessary insurance.

The Assigned Risk Plan has made possible workmen's compensation benefits

to hundreds of employees not previously afforded such benefits. Legislation,

which enacted the Assigned Risk Plan, was adopted by the Legislature as an

alternative to the enactment of House Bill No. 1030 of 1939, providing a system

of self-insurance.

9. No provision is made for the pajonent of claims re-opened in the years follow-

ing bankruptcy or voluntary retirement from business of a self-insurer, whose

deposit has been released. Having in mind that the privilege of re-opening a case

involving injuries incurred in industry is unlimited in this Commonwealth, the

employees of a self-insurer are at a disadvantage as compared with the employees

who depend upon insurance companies for payment of benefits. In fairness to the

workers of this Commonwealth, this disadvantage should not continue to exist.

10. There are certain duties under this Bill imposed upon the Department of

Industrial Accidents which are nearly identical in nature to duties now required

to be performed by this Department under the Workmen's Compensation Act.

(Chapter 152.) The cost to the Commonwealth in administering the new Act

would be far less by transferring those duties to the Department of Insurance,

wherein trained employees are available.

Conclusion: There are a number of other technical objections to the foregomg

legislation of considerable importance which, from time to time, were communi-

cated to the members of the Legislature. These recommendations were con-

sidered of great importance and were used in the course of the debate on the legis-

lation. The Department believes that the best solution of the problem of self-

insurance would have been to refer the matter to a special committee for careful

study and report. Perhaps the Legislature will consider this procedure desirable

at a future session.

[Chap. 532]

An Act relative to general or blanket policies op accident or health

insurance for the benefit of members of trade unions and others.

Be it enacted, etc., as follows:

Section 1. Chapter one hundred and seventy-five of the General Laws is

hereby amended by striking out section one hundred and ten, as most recently

amended by section three of chapter four hundred and twenty-four of the acts

of nineteen hundred and forty-three, and inserting in place thereof the following

section: — Section 110. Nothing in sections one hundred and eight and one

hundred and nine shall be construed to apply to or affect or prohibit the issue of

any general or blanket policy of insurance to (a) any employer, whether an in-

dividual, association, co-partnership, or corporation, or (6) any municipal cor-

poration or any department thereof not referred to in (c), or (c) any police or fire

department, or (d) any college, school or other institution of learning, or the head

or principal thereof, or (e) any organization for health, recreational or military
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instruction or treatment, or (/) any underwriters' corps, salvage bureau or like

organization, or (g) any trade union, under which the officers, members or em-

ployees, or classes or departments thereof, or the students or patients thereof, as

the case may be, are insured agamst loss or damage from disease or specified

accidental bodily injuries or death caused by such injuries, contracted or sustained

while exposed to the hazards of the occupation, the course of instruction or treat-

ment, or otherwise, for a premium intended to cover the risks of all persons insured

under such poHcy. A poUcy on which the premimns are paid by the enaployer

and the employees jointly, or by the employees, and the benefits of which are

offered to aU eligible employees, and insuring not less than seventy-five per cent

of such employees, or the members of an association of such employees if the

members so insured constitute not less than seventy-five per cent of all eligible

employees, shall be deemed a general or blanket policy within the meaning of this

section. When the premium is to be paid by the trade union and its members
jointly, or by its members, and the benefits of the policy are offered to all members,

not less than seventy-five per cent of such members may be so insured.

(1) The employer, whether an individual, corporation, co-partnership or asso-

ciation, or a municipal corporation or department thereof including a police or

fire department, in case of such a general or blanket policy issued by a domestic

mutual life company to such employer, or (2) the coUege, school or other institution

of learning, in case of such a policy so issued to such institution, or (3) the head

or principal of the college, school or other institution of learning, in case of such

a policy so issued to the head or principal of such institution, or (4) such person

as the organization for health, recreation or military instruction or treatnient, the

underwriters' corps, salvage bureau or like organization or the trade union shall

designate, in case of such a policy so issued to such organization or union, shall

alone be a member of the company and entitled to one vote by virtue of such

policy at the meetings of the company.

Nothing in sections one hundred and eight and one hundred and nine shall be

construed to apply to or affect or prohibit the issue of any general or blanket

policy of insurance to any association of state, county or municipal employees

who are regularly and permanently employed by the commonwealth, a county

or a municipality and, if employed by the commonwealth or the city of Boston

are paid by a common paymaster, as defined in section one hundred and thirty-

three, and are eligible for membership in the retirement association for the em-
ployees of the commonwealth or of the city of Boston, or to an association of

employees of two or more municipalities within one county who are regularly and
permanently employed by one or more such municipalities, insuring the members
of the association against loss or damage from disease or specified accidental bodily

injuries or death caused by such injuries, contracted or sustained while exposed

to the hazards of their occupation, for a premium intended to cover the risks of

all the persons insured under such policy. No person shall be eligible for coverage

under such a policy as a member of more than one such association. A policy on
which the premium is paid by the members of the association and the benefits of

which are offered to all its members, and insuring not less than fifty members
and seventy-five per cent of all persons ehgible for membership in the association

shall be deemed to be a general or blanket policy within the meaning of this section.

The provisions of section one hundred and thirty-eight A shall apply to de-

ductions on pay-roll schedules from the salary of any state, county or municipal

employee for the payment of premiums on a general or blanket policy issued to

such an association of state, county or municipal employees.

Any blanket or general policy issued under this section to an employer or to

an association of state, county or municipal employees may also insure the de-

pendents of employees or members insured thereunder, in respect to medical,

surgical and hospital expenses.

Section 2. The first paragraph of section nmety-four of said chapter one

hundred and seventy-five, as most recently amended by section two of chapter

two hundred and eighteen of the acts of nineteen hundred and thirty-eight, is

hereby further amended by inserting after the word "and" in the thirteenth line

the words:— , except as provided in section one hundred and ten,— so as to
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read as follows :—Except as provided in this section and in sections thirty-six and
one hundred and thirty-seven, every person insured under a policy of Hfe or endow-
ment insurance issued by a domestic mutual life company shall be a member
thereof and entitled to one vote, and one vote additional for each five thousand

dollars of insurance in excess of the first five thousand dollars, every person holding

an annuity or pure endowment contract issued by any such company shall be a

member thereof and entitled to one vote and, in the case of an annuity contract

one vote additional for each one hundred and fifty dollars of annual annuity income
in excess of the first one hundred and fifty dollars, and, except as provided in

section one hundred and ten, every person insured under any policy of insurance

issued by any such company under clause sixth of section forty-seven shall be a

member thereof and entitled to one vote. Holders of such policies or contracts

shall be notified of the annual meetings of the company by written notice, or by
an imprint in the form prescribed by section seventy-six upon the filing back of

its policies or contracts, or, in the case of policies upon which premiums are payable

monthly or oftener, on some other prominent place on each policy, and also upon
premium receipts or certificates of renewal. Approved June 12, 1943.

Comment:

This legislation authorizes the issuance of group accident and health insurance

policies to trade unions covering the members and also provides that, whenever such

a policy is issued by a mutual life insurance company, only the holder of the master

policy shall be a member of the company.
Under the present law (General Laws, Chapter 175, Section 110) there is no au-

thority for the issuance of a general or blanket accident and health insurance policy

to a trade union and the first part of Section 1 of Chapter 532 amends Section 110 by

authorizing the issuance of a general or blanket accident and health insurance policy

to a trade union covering the members thereof provided that the benefits of the policy

are offered to all members and not less than seventy-five per cent of such members be-

come insured thereunder. The premium on such a policy may be paid by the trade

union and its members jointly or exclusively by the members.

This legislation changes the relationship with his company of the individual who
is insured under a general or blanket accident and health insurance policy issued by

a mutual life insurance company by providing that only the master policyholder shall

become a member of the company.

[Chap. 44]

Resolve providing for a study by a special commission relative to the

laws of the commonwealth relating to fraternal benefit societies.

Whereas, Many difficulties have arisen with reference to fraternal benefit so-

cieties because of recent court decisions concerning practices followed by such

organizations under existing laws for many years ; and
Whereas, It has proved impossible to solve the problems relating to such so-

cieties in the limited time available because of their complicated nature and far

reaching effect; and
Whereas, It is desirable to maintain the status quo until such time as a thorough

study has been made with a view to promulgating remedial and protective legis-

lation; therefore be it

Resolved, That a special unpaid commission, to consist of one member of the

senate to be designated by the president thereof, three members of the house of

representatives to be designated by the speaker thereof, the commissioner of

insurance or a member of his department designated by him, and two persons to

be appointed by the governor, with the advice and consent of the council, is hereby

established for the purpose of making a study of the laws of the commonwealth

relative to fraternal benefit societies, with a view to making such changes in said

laws and additions thereto as may be necessary for the best interests of the public.

In making its study hereunder, said commission shall consider the subject matter

of current house documents numbered sixty-six, sixtj^-eight, two hundred and

twenty, two hundred and twenty-one, eight hundred and eight, eight hundred

and sixteen and eight hundred and seventeen. Said commission may expend for
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clerical and other services and expenses such sums, not exceeding, in the aggre-

gate, two thousand dollars, as maj'- hereafter be appropriated therefor. Said com-
mission shall report to the general court the results of its study, and its recom-

mendations, if any, together with drafts of legislation necessary to carry said

recommendations into effect, bj^ filing the same with the clerk of the house of

representatives on or before the first Wednesday of November in the year nineteen

hundred and forty-four. Approved June 9, 1943.

Comment:
The specific purpose of this Resolve is to provide for the organization of a special

unpaid commission consisting of one senator, three representatives, the commissioner

of insurance or his designee and tioo persons to be appointed by the Governor for the

purpose of conducting a study of the fraternal law of the Commonwealth with a view

to recommending changes and additions thereto which may be in the public interest.

The Commission is to report before the first Wednesday of November, 1944, to tlie

General Court the result of its study with its recommendatio7is including drafts of the

legislation necessary to make said recommendation effective.

The Commission may expend for clerical and other services and expenses an amount
not exceeding two thousand dollars.

In making its study under this Resolve, the Commission shall consider the subject

matter of House Bills Nos. 66, 68, 220, 221, 808, 816 and 817. All of the above

mentioned bills were referred to the Committee on Insurance during the recent Legis-

lative Session; and, in the judgment of the Committee, the subject matter contained

therein was such as to render it worthy of a study by a special commission as outlined

above.

[Chap. 14]

Resolve providing for an investigation by the judicial council relative
to providing a penalty for fraudulent claims under motor vehicle
liability INSURANCE POLICIES.

Resolved, That the judicial council be requested to investigate the subject matter
of current house document numbered nine hundred and sixty-five, relative to

providing a penalty for fraudulent claims under motor vehicle liability insurance

policies, and to include its conclusions and recommendations, if any, in relation

thereto, with drafts of such legislation as may be necessarj^ to give effect to the

same, in its annual report for the year nineteen hundred and forty-four.

Approved May 6, 1943.

[Chap. 31]

Resolve providing for an investigation by the judicial council relative
to the giving of notice of accidents caused by defects in ways and
premises.

Resolved, That the judicial council is hereby requested to consider the subject

matter of current house document numbered seventy-two, relative to the giving

of notice of accidents caused by defects in ways and premises, and to include its

conclusions and its recommendations, if any, in relation thereto, with drafts of

such legislation as may be necessary to give effect to the same, in its annual report

for the year nineteen hundred and forty-four. Approved June 3, 1943.

Comment:

This Resolve was reported on the recommendation of the Insurance Department
(See Recommendation No. 8 of House Bill No. 64) because it seemed necessary that

the law relating to the giving of notices of accidents which occur on account of the de-

fective conditions of ways or premises should be amended.
The amendment proposed by the Department is one similar to the provision con-

tained in the Insurance Law relating to fire insurance policies and under which lack

of proper written notice does not bar legal proceedings whenever it can be shown that

the insurance company or its representative received actual notice of a fire loss.

Many cases arising under public liability policies have been called to the attention

of the Department where insured parties after having taken a part in conferences

relative to the adjustment of losses failed to give the necessary written statutory notice

and accordingly were barred from proceeding in the Courts.
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RULES, REGULATIONS AND ORDERS OF THE COMMISSIONER OF
INSURANCE FOR THE CALENDAR YEAR 1943

In accordance with the provisions of Chapter 499 of the Acts of 1939, requiring

the publication of rules, regulations and orders promulgated by the Commissioner
of Insurance, I submit the following:

January 26, 1943.

To all Fraternal Benefit Societies Operating Under the Lodge System:

Under date of April 27, 1940, you were advised by this Department as follows:

"In order that there may be a uniform treatment of the funds derived from
surrender charges, it is the ruling of this Department that all such funds must
remain in the mortuary fund and used for mortuary purposes only. Any
other view would be in violation of Section 14 of Chapter 176 of the Massa-
chusetts General Laws. If the by-laws of your organization in any way con-

flict with this ruling, please take immediate steps to adopt the necessary
amendments."

Following representations relative to this ruling and the submission of certain

data and facts concerning same, we have reconsidered our decision and you are

now advised that the funds derived from surrender charges may be used for

expense purposes.

This ruling shall be effective with respect to all transactions made on and
after January 1, 1943.

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.

February 9, 1943.

To Fire and Casualty Insurance Companies Admitted to Transact Business in

Massachusetts:

Re: Chapter 493, Acts of 194'1

Reporting of Agents' Commissions

In view of the burdens which the companies are carrying on account of the

war and the shortage of manpower and clerical assistants, and the survey made in

1942 regarding the compliance by insurance agents with the provisions of Chapter
493, Acts of 1941, we have decided that it is not necessary to ask the companies
this year to report for every company agent the detailed information called for last

year regarding the commissions paid to agents licensed in this Commonwealth.

The Department will communicate with companies on doubtful cases, par-

ticularly those where there was question a year ago whether the license should

be renewed.

Agents and brokers now licensed appeared to be complymg with the law in 1942

at the time of licensing, and we think that no large number of these licensees

have changed their status since then. If any companj'- knows of a change of the

status of an agent or broker whereby it appears that more than ten per cent of

his commission income is being derived from sources prohibited by Chapter 493,

Acts of 1941, the company should immediately notify the Department.

Each company should notify the Department before March 6 of the names of

any agents for whom the company does not now expect to ask for renewal licenses.

The Department plans to send the card forms and the names of most of the

questionable agents to each company before March 15, but we may have to ask

for information on a few additional cases after that date as new information is

brought to our attention.
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The Department will send direct to your agents in March a form of statement

to be signed under penalties of perjury to the effect that the agent is conducting

his business in accordance with the insurance statutes, particularly Chapter 493,

Acts of 1941. In certain cases, agents will be asked to fill in and return question-

naires in substantially the same manner as in 1942, except additional information

regarding other occupations will be called for.

To expedite the issuance of renewal licenses effective July 1, 1943, companies
should send their renewal lists to the Department in the usual manner not later

than May 20, 1943. The Department will assume no responsibility for delays if

applications for renewal licenses are not submitted by May 20.

Each company is requested to send an acknowledgment of the receipt of this

communication promptly, which should be addressed to the attention of Edmund
S. Cogswell, First Deputy Commissioner, and should state the name of the com-
pany official or general agent who will be responsible for furnishing data to the

Department in case of agents for whom we find it necessary to ask for information.

The proper administration of the law under present conditions largely rests

with the insurance companies. If it is administered successfully by them, there

may be no reason to request in the future full detailed information regarding every
agent annually.

Each company and its special agents should use extreme care in the appoint-
ment of local agents to see that only persons who comply in all respects with the

insurance laws and are suitable, competent and trustworthy, and intend to hold
themselves out in good faith as insurance agents are appointed as agents.

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.

March 18, 1943.

To all Companies Transacting Business in the Commonwealth of Massachusetts:

We are enclosing a Committee Report concerning reserves to be held for

payment of war hazards undertaken by your Company.

Since your annual statement has been filed with this Department, it will be
necessary, in order to give effect to this Resolution, for you to execute one of
the enclosed blanks and return it to the Massachusetts Insurance Department
on or before May 1.

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.

February 23, 1943.

To the Members of the National Association of Insurance Commissioners:

Gentlemen

:

The executive Committee has adopted the report of the subcommittee ap-
pointed at the New York meeting to consider the problem of the fire companies
indicating in annual reports their liability under War Damage Corporation and
casualty and accident and health companies indicating their liabilities under
war hazard coverage and to recommend to the Executive Committee what
action, if any, should be taken.
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The Executive Committee transmits the report herein for the consideration

and, in the interest of uniformity, trusts that all states will adopt it.

The complete report follows

:

"Report to:

"Hon. John A. Lloyd, Chairman
"Executive Committee, N.A.I.C.
"Insurance Department
"Columbus, Ohio

"Dear Mr. Chairman:

"The Committee appointed by you 'to consider the problem of the fire

companies indicating in annual reports their liability under War Damage
Corporation and casualty and accident and health companies indicating

their liabilities under war hazard coverage, and to recommend to the Executive
Committee what action, if any, should be taken,' have met and make the

recommendation that companies acting as Fiduciary Agents of the War
Damage Corporation shall report in the annual statement blank, the maximum
amount of their participation under participation agreement with the War
Damage Corporation, as a reserve for their liability to the War Damage
Corporation, or to the holders of war damage insurance policies issued by the

War Damage Corporation on line 29, page 5, in the fire insurance annual
statement blank.

"Casualty and accident and health companies, issuing any policies which
include any war damage hazards, shall set up a reserve in an amount equal

to one per cent of the total premium charged for the complete coverage afforded

by the policy or policies which include war hazard coverage. This should be
reported on line 28, page 5, in the casualty and accident and health blanks.

"It is the recommendation of your Committee that if this report is favorably

acted upon by the Executive Committee, that each State Department should

be circularized immediately, in order that appropriate instructions may be
issued to the companies domiciled in the several States.

Respectfully submitted,

Charles F. J. Harrington, Chairman, Massachusetts
John B. Gontrum, Maryland
James M. McCormack, Tennessee"

Sincerely yours,

John A. Lloyd
Chairman of the Executive Committee
National Association of Insurance Commissioners.

Name of Company

1.— Are you a Fiduciary Agent of the War Damage Corporation? Answer

2.— If (I) is answered in the afiirmative, state the amount of gross premiums,

less cancellations thereon, written for the War Damage Corporation in 1942 on

Massachusetts risks. Answer $

3.— If (1) is answered in the affirmative, state the maximum amount of your

participation under the Participation Agreement with the War Damage Cor-

poration. Answer $

4.— In 1942 did you issue anywhere casualty or accident and health policies

which include any war hazards? Answer
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5.— If (4) is answered in the aflfirmative, state the amount of total premiums
reported in your 1942 annual statement which were charged for the complete
coverage afforded by the policy or policies which include war hazard coverage.

Answer $

State of

County of

, President, Secretary,

and , Treasurer of
,

being duly sworn, each for himself deposes and says that they are the above de-
scribed officers of the said company and that the answers to the above questions
are true, according to the best of their information, knowledge and belief, re-

spectively.

Subscribed and sworn to before me this

day of 1943.

i President

Secretary

Treasurer

June 29, 1943.

TO SUPERVISORS OF INSURANCE

For your information and the information of companies domiciled in your State
you are advised that effective as of June 15, 1943, the barrier which prevented the
licensing of non-residents as agents of foreign companies has been removed. Resi-
dents of your State may now upon proper appUcation and qualifications be licensed
as non-resident agents of companies domiciled in states other than Massachusetts.

Previous to this law, a non-resident of Massachusetts could represent under a
non-resident agent's license only companies domiciled in Massachusetts.

A copy of the revised law is enclosed.

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.

GENERAL LAWS, CHAPTER 175, SECTION 163 AS MOST RECENTLY
AMENDED BY ACTS OF 1943, CHAPTER 85

Upon written notice by a company authorized to transact business in the com-
monwealth of its appointment of a person to act as its agent herein, the commis-
sioner shall, if he is satisfied that the appointee is a suitable and competent person
of full age and intends to hold himself out and carry on business in good faith as
an insurance agent and upon payment by the company of the fee prescribed by
section fourteen, issue to him a license which shall state in substance that the
company is authorized to do business in the commonwealth, and that the person
named therein is the constituted agent of the company in the commonwealth for
the transaction of such business as it is authorized to transact therein. Such
notice shall be upon a form furnished by the commissioner, and shall be accom-
panied by a statement executed on oath by the appointee which shall give his
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name, age, residence, present occupation, his occupation for the five years next
preceding the date of the notice, and such other information as the commissioner
may require upon a form furnisiied by htm. Such license may limit the authority

of the licensee to one or more of the classes of business which the company is

authorized to transact, in which case the notice of the appointment shall specify,

in a manner satisfactory to the commissioner, the class or classes of business to be
transacted by the appointee. One or more of such licenses may be issued to the

same person. The commissioner may, except as provided in section five, at any
time, for cause shown and after a hearing, revoke the license or suspend it for a

period not exceeding the unexpired term thereof, and may, for cause shown and
after a hearing, revoke the license while so suspended, and shall notify both the

company and the agent in writing of such revocation or suspension. A license issued

hereunder shall expire on the thirtieth day of June next after its issue, unless sooner

revoked or suspended as aforesaid, or unless the company, by a written notice filed

with the commissioner, cancels the authority of the agent to act for it. Such
license may, in the discretion of the commissioner and upon payment by the

company of said fee, be renewed for any succeeding year by a renewal certificate

without requiring anew the detailed information hereinbefore specified. Every
company shall be bound by the acts of the person named in the license within the

scope of his apparent authority as its acknowledged agent while such license

remains in force. Whoever, not being a duly licensed insurance broker or an
officer of a domestic company acting under section one hundred and sixty-five,

acts as an insurance agent as defined in the preceding section, without such license

or during a suspension of his license, shall be punished by a fine of not less than

twenty nor more than five hundred dollars.

Nothing in this chapter shall be construed to prohibit the issue of a license

under this section as an insurance agent of a foreign company authorized to transact

business in the commonwealth to a person resident in any other state of the United

States granting similar licenses to residents of this commonwealth. A non-resident

licensed as an insurance agent of such a company shall transact business in the

commonwealth only through the lawful^ constituted and licensed resident agents

of such company in the commonwealth. Nothing in this chapter shall be con-

strued to prohibit the issuance of a license under this section as an insurance agent

of a domestic company to a person resident in any other state of the United States.

July 29, 1943.

To Companies Writing Fire Insurance in Massachusetts:

Re: Chapter 462, Acts of 1943, Amending Certain Provisions of the

Standard Fire Insurance Policy— Effective September 6, 1943

At its recent session the Legislature enacted Chapter 462, Acts of 1943, en-

titled AN ACT AMENDING CERTAIN PROVISIONS OF THE STAND-
ARD' FIRE INSURANCE POLICY. This Act was signed by the Governor

on June 7, 1943 and will become effective ninety days thereafter on September

6 1943. All standard fire insurance policies issued to provide coverage in Massa-

chusetts beginning on or after September 6, 1943 must contain the wording

required by this Act.

Requests have been received for permission to use policy forms now on hand,

with a rider attached showing the new statutory provisions. A form of rider,

satisfactory to the Department, is enclosed which may be used for this purpose.

Very truly yours,

^ Charles F. J. Harrington,

Commissioner of Insurance.
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BLANK FIRE INSURANCE COMPANY

TO BE ATTACHED TO POLICY NO.

In order to conform to the requirements of Chapter 462, Acts of 1943, of the

Commonwealth of Massachusetts, "AN ACT AMENDING CERTAIN PRO-
VISIONS OF THE STANDARD FIRE INSURANCE POLICY," the policy

to which this rider is attached, is amended by striking out the paragraph which

reads: "Said property is insured for the term of beginning on the

day of , in the year nineteen hundred and
,

at noon, and continuing until the day of , in the

year nineteen hundred and , at noon, against all loss or damage
by FIRE originating from any cause except invasion, foreign enemies, civil

commotions, riots or any military or usurped power whatever; the amount of

said loss or damage to be estimated according to the actual value of the insured

property at the time when such loss or damage happens, but not to include loss

or damage caused by explosions of any kind unless fire ensues, and then to

include that caused by fire only," and
INSERTING IN PLACE THEREOF THE FOLLOWING PARAGRAPH:

"Said property is insured for the term of beginning on the

day of , in the year nineteen hundred and
,

at noon, and continuing until the day of , in the

year nineteen hundred and , at noon, against all loss or damage
by FIRE originating from any cause, except that this company shall not be
liable for loss by fire or other perils insured against in this policy caused directly

or indirectly by: (a) enemy attack by armed forces, including action taken by
military, naval or air forces in resisting an actual or an immediately impending
enemy attack; (6) invasion; (c) insurrection; (d) rebellion; (e) revolution; (/) civU
war; (g) usurped power; (h) order of any civil authority except acts of destruction
at the time of and for the purpose of preventing the spread of fire, provided
that such fire did not originate from any of the perils excluded by this policy;

(i) neglect of the insured to use all reasonable means to save and preserve the
property at and after a loss, or when the property is endangered by fire in neigh-
boring premises; (j) nor shall this company be liable for loss by theft; the amount
of said loss or damage to be estimated according to the actual value of the
insured property at the time when such loss or damage happens, but not to
include loss or damage caused by explosions of any kind unless fire ensues, and
then to include that caused by fire only."

BLANK FIRE INSURANCE COMPANY
BY

(Facsimile signature) (Facsimile signature)

John Doe, John Smith,

Secretary. President.

July 30, 1943.

To All Companies Authorized to Transact Business in the Commonwealth of Massa-
chusetts:

Chapter 372 of the Acts of 1943, entitled, "AN ACT TEMPORARILY
AUTHORIZING THE ISSUANCE AND USE BY CERTAIN INSURANCE
COMPANIES OF RENEWAL CERTIFICATES, RENEWAL AGREEMENTS
AND RENEWAL RECEIPTS" became effective in Massachusetts on June 1,

1943, by virtue of an emergency preamble attached to the legislation.

The policy of insurance is the only statement of the agreement between the
company and the insured. It is relied upon by the insured in determining his
rights and obligations under the contract.
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The term for which insurance policies (other than life) may be written in this

Commonwealth is from one to seven years, varying with the type of contract.

Changes in the contract by endorsement are frequent. It is therefore desirable

that a new policy be delivered upon the expiration of the term of the original

contract.

Much diflBculty has been experienced in the past in determining the coverage

afforded under a policy which has been endorsed in various ways during its term.

Suits under the contract can be prepared properly only where the entire contract

is available in up-to-date form. The public has been educated to destroy policies

within a reasonable time after expiration. If this practice is followed by insured

persons whose policies are renewed by renewal certificates, considerable annoy-
ance, inconvenience and difficulty may result, not only to the policyholder but
to third-party claimants as well. The Legislative Committee on Insurance con-

sidered these facts and declined to recommend the enactment of legislation which
would permanently authorize the use of renewal certificates in this Commonwealth.

The Act above referred to was recommended and enacted after representations

by counsel for the insurance companies that because of the existing state of war,

as well as the temporary shortage of material and resources caused thereby, it

was necessary to grant permission for the optional use of renewal certificates by
insurance companies.

This Department is of the opinion that the public interest is best served by the

issuance of renewal policies rather than renewal certificates. We strongly urge

ail companies to carefully consider the necessity for acting under the provisions

of Chapter 372 of the Acts of 1943, before deciding to use renewal certificates,

since this law was enacted by the legislature with the acquiescence of this Depart-

ment only for the purpose of relieving companies confronted with emergency
conditions. If such conditions require that a company issue renewal certificates,

such certificates shall be sufficiently informative of the coverage provided in the

contract sought to be renewed, and should clearly set forth the premium, divided

to conform to the statistical requirements of the statutes and necessary rulings of

this Department, and show clearly the policy limits.

No company may issue a renewal certificate, renewal agreement or renewal

receipt until it has been submitted to this Department as required by law. This

letter will serve as notice to all companies to submit all such forms for inspection

in accordance with the provisions of the statutes. No such form shall be used

until an acknowledgment or approval has been received from this Department.

Before submitting renewal forms to be used in connection with workmen's

compensation or motor vehicle policies, it is advisable to await instructions from

the proper Massachusetts Rating Bureaus which are presently considering this

matter.

An insured person may lose or destroy a policy subject to renewal under this

law or he may have other valid reasons for requesting an up-to-date policy. If a

request for a new policy is made it should not be denied. It should be borne in

mind that it is unfair to expect the assured to know his obligations to his insurance

company if he is deprived of a complete contract. In the interest of good public

relations an assured making such a request should be subjected to the least possible

inconvenience.

Companies should be conservative in the number of renewal certificates ordered

in view of the fact that the law under discussion "shall cease to be effective upon

the termination of the existing state of war between the United States and any

foreign country, or upon July first in the year nineteen hundred and forty-five

whichever is the earlier date."

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.
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August 6, 1943.

To Companies Writing Fire Insurance in Massachtisetts:

Re: Chapter 462, Acts of 1943, Amending Certain Provisions of the
Standard Fire Insurance Pohcy— Effective September 6, 1943

Supplementing our letter of July 29, 1943, under the above caption, you are
advised that in view of emergency conditions presently confronting the insurance
business, the enclosed suggested form of endorsement may, at the option of the
company, be used in lieu of the enclosure which accompanied our letter of July 29.

If facsimile signature of an officer is not used, the endorsement should be signed
by an authorized agent of the company.

Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance.

(NAME OF COMPANY)
In order to conform to the requirements of Chapter 462, Acts of 1943, of the

Commonwealth of Massachusetts, "AN ACT AMENDING CERTAIN PRO-
VISIONS OF THE STANDARD FIRE INSURANCE POLICY," the policy
to which this rider is attached is amended by striking out that part of the insuring
clause which reads

:

"against all loss or damage by FIRE originating from any cause except in-
vasion, foreign enemies, civil commotions, riots or any military or usurped
power whatever; the amount of said loss or damage to be estimated according
to the actual value of the insured property at the time when such loss or damage
happens, but not to include loss or damage caused by explosions of any kind
unless fire ensues, and then to include that caused by fire only."

AND INSERTING IN PLACE THEREOF THE FOLLOWING:
"against all loss or damage by FIRE originating from any cause, except that
this company shall not be liable for loss by fire or other perils insured against
in this policy caused directly or indirectly by: (a) enemy attack by armed forces,

including action taken by military, naval or air forces in resisting an actual or
an immediately impending enemy attack; (b) invasion; (c) insurrection; (d)

rebellion; (e) revolution; (f) civil war; (g) usurped power; (h) order of any civil

authority except acts of destruction at the time of and for the purpose of pre-
venting the spread of fire, provided that such fire did not originate from any
of the perils excluded by this policy; (i) neglect of the insured to use all reason-
able means to save and preserve the property at and after a loss, or when the
property is endangered by fire in neighboring premises; (j) nor shall this com-
pany be liable for loss by theft ; the amount of said loss or damage to be estimated
according to the actual value of the insured property at the time when such
loss or damage happens, but not to include loss or damage caused by explosions
of any kind unless fire ensues, and then to include that caused by fire only."

Agent

November 10, 1943.

To All Insurance Companies Issuing Liability Insurance Policies in Massachusetts:

This Department has received many applications from insurance companies
requesting relief from certain details in connection with the reporting of auto-
mobile statistics to the Massachusetts Automobile Rating and Accident Pre-
vention Bureau. These requests were based principally on conditions pertaining
to employment and due to the existing War Emergency.
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On account of this situation it is very much more essential that reporting of

statistics be reliable in order to preserve the soundness of the rates which are

promulgated therefrom. The Insurance Department has received information

that some liability companies are issuing comprehensive liability policies in this

Commonwealth covering certain risks in connection with the use of automobiles

on which statistical data is not being forwarded to the Massachusetts Automobile
Rating and Accident Prevention Bureau. It is recognized that the reporting of

automobile insurance statistics in connection with these policies is a difficult task

particularly under present-day conditions.

We are satisfied that accurate statistics in connection with automobile coverages

will not be available unless premiums and losses on guest-occupant coverage

presently being written under comprehensive policy forms are reported to the

Bureau.

The Massachusetts Compulsory Motor Vehicle Liability Insurance policies

are written for not more than a one-year term coterminous with the registration

period of the motor vehicle. The rates for compulsory coverage and for guest-

occupant coverage on the ways of Massachusetts are promulgated annually and,

therefore, policies affording either or both of these coverages are limited to a term

not exceeding one year. The comprehensive liability policy form is not limited

to a one-year term and is not issued on a calendar-year basis.

Public interest will best be served if all insurance companies issuing liability

insurance policies in the Commonwealth discontinue the practice of insuring any
portion of the bodily injury coverage on motor vehicle risks under policy forms

other than Compulsory Motor Vehicle Liability Insurance Policy Forms approved

by the Insurance Department.

All bodily injury coverages provided for in the Compulsory Motor Vehicle

Liability Insurance Form approved by the Insurance Department should be

written on that Form only.

Please acknowledge receipt of this communication.

Very truly yours,

Edmund S. Cogswell,

First Deputy and Acting

Commissioner of Insurance.

December 13, 1943.

To All Savings Banks Authorized to Transact Life Insurance Business in Massa-

chusetts:

Your attention is hereby called to Section 29, Chapter 168, Statutes of the

Commonwealth of Massachusetts, wherein mortgage loans to officers and em-

ployees are proscribed. Trustees, even though not members of the Investment

Committee, are elective officers and may not be recipients of this type of loan. It

is imperative that all banks adhere to this law, immediately correcting any existing

divergences.

Very truly yours,

Charles F. J. Harrington,

Commissioner of Insurance.
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REPORT OF RECEIVERSHIPS OF INSURANCE COMPANIES AND
FRATERNAL INSURANCE CORPORATIONS

Atlantic Mutual Casualty Insurance Company— Arthur F. Bickford, 53 State
Street, Boston, was appointed Receiver on AprU 24, 1931. This appointment was
made permanent on May 15, 1931. Examination of the receiver's accounts from
July 7, 1942 to December 31, 1943 shows the following disbursements:

Expenses of Administration
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An examination of the Receiver's accounts for the year 1943 shows net cash
on hand at the beginning of the year amounting to $56,768.48 in various banks,
furniture and office equipment valued at $573.75, and claims against Hub In-
surance Agency, Inc., et als. Agents, and on four executions of undetermined
value, making the total of property on hand of $57,342.23. There were no receipts
of any nature during 1943. The expenses of administration for said period amounted
to $13,427.20 which includes $7,000 for compensation to Counsel for Receiver
for the period from August 9, 1942 to December 22, 1943. On December 31, 1943
there was a cash balance of $45,209.09 on deposit in Boston banks and after de-
ducting outstanding dividend checks amounting to $1,867.81, the net cash balance
amounted to $43,341.28. Other assets as of December 31, 1943 consisted of
furniture and office equipment valued at $573.75 and the claims of undetermined
value as mentioned above. The Receiver's account for 1943 was allowed by
the Supreme Judicial Court on May 11, 1944.

On July 9, 1943, in accordance with the provisions of Section 84, Chapter 175,
the Receiver filed with the Supreme Judicial Court a petition for an order to levy
an assessment upon policyholders. The petition was still pending on December
31, 1943.

Canton Mutual Liability Insurance Company — During the calendar year of

1943, Charles F. J. Harrington, as Commissioner of Insurance, acted as the Re-
ceiver for the Canton Mutual Liability Insurance Company. Counsel for the
Receiver is Patrick A. Menton. Most of the year was devoted to the attempt
to secure some agreements for settlement of claims. Conferences with attorneys
and claimants, appearances in the Supreme Judicial Court, consumed a con-
siderable amount of the time of the Receiver and his Counsel.

On June 1, Samuel Mannos, who had previously acted as Counsel for the in-

surance company prior to insolvency proceedings, appeared in the Supreme Judicial

Court and sought a fee for alleged services contended to have been of benefit to

the policyholders of the company. His petition was opposed by the Receiver
and a decree denying the petition was handed down by the Supreme Judicial

Court. The Receiver petitioned the Court to order the Directors to meet and
levy an assessment after liabilities had been established by the Court. The decree

was issued in October -— following which considerable difficulty was experienced

by the Receiver in procuring service on the Directors. It was finally necessary
to seek a citation for contempt. This procedure brought results. The assessment
was levied by the Board of Directors and the Receiver proceeded to prepare notices

to the policyholders and to compute the individual amounts to be assessed against

each policyholder.

On December 31, 1943, the Receiver's account shows $24.24 on deposit with
the First National Bank of Boston and furniture and fixtures, having an estimated
value of $300.00. There were no receipts or disbursements during the year 1943
affecting these assets of the Receivership. Special appropriation, provided by
the Legislature, was charged with disbursements for the year 1943, covering
counsel's fees, rent, light, telephone, sheriff's and constables' fees and taxes amount-
ing to $3,067.31, leaving a balance in this fund of $27,373.72, as of December 31,

1943.

Commonwealth Mutual Liability Insurance Company— Henry P. Fielding,

Charles F. Lovejoy and William C. Giles, 720 Beacon Building, 6 Beacon Street,

Boston, were appointed temporary receivers on December 15, 1936, and these

appointments were made permanent on December 26, 1936. Later William C.
Giles resigned. There was no income for this account during 1943 but $185 was
paid out for rent, premiums on bonds for the receivers and for general expenses
leaving a cash balance of $250.65. Since numerous dividend checks had not been
cashed by the recipients the actual cash on deposit according to the bank state-

ment was $922.35 on December 31, 1943. An additional asset consisted of the

office furniture and equipment.
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Conveyancers Title Insurance and Mortgage Company— Joseph J. Mulhern and
George Alpert, 18 Tremont Street, Boston, and John W. Corcoran, 27 State Street,

Boston, were appointed temporary receivers on November 24, 1936. They were
appointed permanent receivers on December 10, 1936, and continued as such
until September 30, 1939, at which time George Alpert was made the sole receiver.

In April, 1942, the receiver petitioned the Supreme Judicial Court for authority

to sell all the properties and mortgages remaining in the receivership estate and
submitted a Sale Plan to the court for approval. The court appointed a committee
to study the Plan and they submitted to the court a Revised Sale Plan which
was approved. Under this revised plan the sale of the receivership estate was
effected as of August 31, 1942. The sale was made to the Conveyancers Realty
Company, incorporated in accordance with the Sale Plan for the purpose of manag-
ing, selling or otherwise disposing of the properties and mortgages taken over from
the receiver of the Conveyancers Title Insurance and Mortgage Company and
managing the real estate of others. The plan provides for the pajonent of creditors

of the Conveyancers Title Insurance and Mortgage Company partly in cash and
partly in debentures of the Conveyancers Realty Company plus the beneficial

interest in one share of Class A stock of the latter company for each $500 face

value of debentures with script for a tenth of a share of said stock for each $50 of

face value of debentures not covered by full shares. Since August 31, 1942, the

receiver has been engaged in carrying out the provisions of the Sale Plan the

consummation of which will probablj^ extend over a considerable period.

Massachusetts Accident Company— During the calendar year 1943, A. B. Casson,

Counsel for the Receiver, spent a considerable amount of time in the preparation

of a brief and argument involving many legal questions confronting the estate of

this Company pending before the Supreme Judicial Court. Prior to the preparation

of the brief, a great deal of time and work was required and many hearings were
held in Court on the question of a proper report and reservation of the case to the

FuU Bench of the Supreme Judicial Court.

In addition to the work on the brief for the Receiver, it was necessary for Counsel
to spend considerable time with Mr. Parker, assisting in the preparation of a

brief for the Union Mutual Life Insurance Company in support of the Receiver

in certain phases of the case. The Counsel also rendered assistance to Mr. Gris-

wold who filed a brief for the Massachusetts Indemnity amicus curiae. Questions

arose concerning the effect of war clauses in policies of the Massachusetts Accident
Company, which were time-consuming and difficult to dispose of. Numerous
questions arose during the year in connection with the administration of the Non-
Can Fund so-called bj^ the Union Mutual Life Insurance Company.

Following the decision of the Full Bench of the Supreme Judicial Court, the

Counsel was required to study the effect of the opinion on the estate of the Com-
pany and it became necessary to recompute the liabilities of the Estate to conform
to the opinion of the Court. Several collateral questions involving the opinion

required further consideration of the Court and conferences were held between
the Court and the Counsel for the Receiver. Among the questions resulting in

conferences between Counsel and the Court was the question of whether or not
claims for accrued indemnities prior to February 23, 1940, and which were com-
promised between the claimant and the Receiver, are entitled to a priority. An-
other question was whether or not claims which are entitled to a priority are

entitled to interest from February 23, 1940. The determination of these questions

was time-consuming and required conferences, arguments and the submission of

written briefs. During the course of the year, several claims pending against the
Estate were compromised with the approval of the Court.

Another matter which required the attention of the Counsel was the determi-

nation of the question relating to procedure with reference to proof of claims filed

against the estate of the Company for sums less than the sums the claimants are

entitled to receive under the opinion of the Full Court. The opinion of the Court
ie reported in 314 Mass. 558.
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The Reinsurance and Management Agreement between the Union Mutual
Life Insurance Company and the Receiver of the Massachusetts Accident Company,
setting forth the obUgations of the parties, is included in my report for the year

1941, Part II, page cvi, marked "Appendix I."

The following is an accounting of the funds in the possession of the Receiver

during the year 1943:

Cash on hand December 31, 1942

Income — Year 1943:

Interest on Certificates of Deposits

Cash available— Year 1943

Disbursements— Year 1943:

Salaries

Rent .

Legal .

Telephone .

Claims paid

Unemployment security

Social security

Victory and withholding tax

Messenger service

Office expense

Cash on hand December 31, 1943

Analysis of Cash

Petty cash ....
New England Trust— Checking

New England Trust— Special

Pilgrim Trust . .

Certificates of Deposits

•
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Disbursements during 1943

Payments Made to Policyholders . $174,660.62

Out of Office Claims and Legal Expense 5,556.76

Collection Fees .... 7,194.22

Taxes 4,721.86

Expense Allowance to Union Mutual 29,736.94

Total Disbursements in 1943 . 221,870.40

Ledger Balance— December 31, 1943 . $1,280,607.08

Assets

Ledger Balance— December 31, 1943 $1,280,607.08
*Estimated Amount Receivable from

Receiver of Mass. Accident Co. . 275,000.00

Total Estimated Assets of Fund $1,555,607.08

Liabilities

Claim Reserve .... ^

$1,221,239.00
Claim Expense .... 15,265.00
Unearned Premiums . . . 67,993.41

Active Life Reserve . . . 95,712.00

Reserve for Taxes.... 3,500.00
Contingency Reserve (Surplus) . 151,897.67

Total Estimated Liabilities of Fund $1,555,607.08

*Per advice from Receiver.

Massachusetts Mutual Liability Insurance Company— Henry F. Hurlburt, 53
State Street, Boston, was appointed receiver on December 27, 1929. He was
discharged as receiver in March, 1941, and all records were delivered to this De-
partment in accordance with Section 178, Chapter 175 of the General Laws.
Subsequently the Commissioner of Insurance received from the Liquidation
Bureau of the State of New York $475 representing the hquidation settlement
of a deposit which had been made by the Massachusetts Mutual with the Con-
soUdated Indemnity & Insurance Company of New York to secure the execution
of removal bonds. The receivership was reopened and Charles F. J. Harrington,
Commissioner of Insurance, was appointed continuing receiver and petitioned
the Supreme Judicial Court for permission to distribute this $475 as an additional
dividend. On March 4, 1942, the court decreed that this distribution be made.

Trade Mutual Liability Insurance Compaiiy— WilUam H. Taylor, 179 Summer
Street, Boston, was appointed temporary receiver on March 4, 1930. This appoint-
ment was made permanent on March 11, 1930. On December 31, 1943, the re-

ceiver's records showed a cash balance of $100.82. On account of uncashed dividend
checks the actual amount in the bank on that date was $835.69.

Beneficiary Association of the Boston Fruit and Produce Exchange— Francis J.

DeCeUes, then Commissioner of Insurance, was appointed receiver on November
12, 1935. As of March 30, 1939, the receiver's accounts showed a balance of
$1,994.36 on deposit m the Maiden Trust Company of Maiden, consisting of

$1,251.91 in the Savings Account, $545.44 in the Death Account and $197.01 in

the Expense Account. These accounts were consolidated into one account in

April, 1939. Since then the accounts of the receiver have not been available for

examination by this Department. The docket in the office of the Clerk of the
Supreme Judicial Court shows that in July of 1939 the receiver was ordered to
pay certain debts, to retain $300 as compensation upon allowance of his final

account and to distribute the remaining assets pro rata among all the members
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of the society in good standing, share and share alike. A statement from the
Maiden Trust Company showed a service charge of $.50 on July 22, 1943, and a
balance of $322.29 as of December 31, 1943.

Portuguese Azorian Operative Beneficent Association, Inc. — Francis J. DeCelles,
then Commissioner of Insurance, was appointed receiver on March 23, 1937. On
April 27, 1939, the assets of the receivership consisted of a deposit in the National
Shawmut Bank of Boston amounting to $254.06 and cash in office, $65. Since
that time the accounts of the receiver have not been available for examination by
this Department. There have been no entries on the court docket since March
15, 1939. A statement from the National Shawmut Bank as of December 31,

1943, showed a balance on deposit to the receiver's account of $214.06, as it has
been since July 10, 1941.

Royal Michaelense Autonomic Beneficent Association, Inc. — Francis J. DeCelles.

then Commissioner of Insurance, was appointed receiver on January 12, 19371

On April 27, 1939, the assets of the receivership consisted of a deposit in the Nationa,
Shawmut Bank of Boston amounting to $1,749.93. Since that time the accounts
of the receiver have not been available for examination by this Department. There
have been no entries on the court docket since March 15, 1939. A statement from
the National Shawmut Bank as of December 31, 1943 showed the balance in the
receiver's account to be $253.23, as it had been since July 10, 1941.

The Society of Saint Antonio — Francisco G. Moitozo, 26 Marble Street, Taunton,
Massachusetts, was appointed receiver on August 24, 1932. In October, 1934, the

assets were distributed by the receiver's attorney in accordance with a decree of

the Supreme Judicial Court. One payee could not be located and his check for

$21.39 was returned. A decree dated May 19, 1943, issued by the Supreme Ju-

dicial Court authorized the receiver to turn over the balance of $21.39 to the

Treasurer and Receiver General of the Commonwealth but this had not been
done on December 31, 1943.

Supreme Colony, United Order of Pilgrim Fathers— Henry M. Hutchings, who
was appointed receiver on September 15, 1917, died on January 8, 1937. Edward
J. Flavin, 73 Tremont Street, Boston, was appointed receiver on October 25,

1938. There was a disbursement of $10 in 1943 for the premium on the receiver's

bond. Assets on December 31, 1943, consisted of $956.07 on deposit with the

State Street Trust Company, Boston.

The personnel of this Department has at all times manifested a spirit of co-

operation in the administration of the laws of this Commonwealth. We are grate-

ful to the members of the Legislature, who have concerned themselves with the

administration of the affairs of this Department. Our relationship with the Legis-

lature has been most cordial. Differences of opinion, which have arisen with
relation to legislation, have been resolved on a high plane in keeping with our
respective responsibilities to the citizens of this Commonwealth.

Respectfully yours,

Charles F. J. Harrington,

Commissioner of Insurance.
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APPENDIX A
SOME NON-TECHNICAL OBSERVATIONS ON A TECHNICAL

SUBJECT— THE GUERTIN REPORT

(An Informal IVIemorandum Prepared by Howard C. Spencer, General Counsel,
Home Life Insurance Company)

Why This JMemokandum?
What action is going to be taken on the problems which are posed in the Guertin

report?

No more fateful question from the long term view confronts life insurance
leaders and public authorities today. The future of the business and the future
of state supervision of life insurance are directly concerned.

The subject matter is technical to an utterly bewUdering degree to any one
who has not had considerable actuarial training. It is not strange that much of

the discussion has been over the heads of manj^ company executives and public
officials. But it is foolhardj^ to imagine that on this account the problems may
safelj^ be ignored. The consequences of so shortsighted a policy would become
painfully plain in time, even to the least actuarilly inclined.

This informal memoramdum on some of the principal questions which come
to mind is in no sense intended as an addition to the growing volume of competent
technical discussions. It is offered merely as a possible starting point for those
who are not actuaries but who sense the urgency of the subject and who are walling

to spend a little time in educating themselves on some basic concepts in order to
be able to participate more intelligentl}^ in decisions which must be made.

The Problems
1. WTiat are the principal problems which are posed in the Guertin report?

2. Why is it important to adopt a modern mortahty table?

3. Why is it important to devise a more equitable method of measuring non-
forfeiture values?

4. Why is it impractical to adopt a modern mortality table and retain the
present method of determining withdrawal values?

The Solutions
5. How generally does the Guertm report propose to solve these problems?
6. What are some of the basic differences between the present and proposed

methods of measuring withdrawal values?

7. How do withdrawal values under the present and proposed method compare?
8. Why is uniformity of pro^dsion between states of such paramount im-

portance?
Additional Observations

9. Should the whole project be deferred until after the war?
10. Is the proposed new mortahty table adequate?
11. Is there any connection between withdrawal and reserve values?

12. What, from a layman's point of view, is the adjusted premium method and
how does it work?

1. What are the principal problems which are posed in the Guertin Report?

The Guertin Committee's study of the need for a new mortality table led to
the conclusion that its adoption must be preceded by an improvement in the
method of measuring the adequacy of non-forfeiture values. In time the latter
problem came to share a major portion of the spotlight with equal, if not more
compelling, independent reasons for remedial action.

As the studies of the Committee developed, other related problems were ex-
plored but, for convenience, the principal ones may be taken to be

:

1. To find a way to adopt a modern mortality table.

2. To devise a more equitable method of measuring non-forfeiture values.
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2. Why is it important to adopt a modern mortality table?

The continued use of the outmoded American Experience Table is the worst
kind of public relations for an industry which at best is vulnerable to misguided
or wilful misrepresentation because of the involved nature of its business. In a
few short months the American Experience Table will be 75 years old. Admittedly
it does not accurately reflect modern mortality experience. Try as we may, we can
never convince people outside the business that there is not something "fishy"
when we experience at certain ages only about half the losses which our table

assumes. We can talk no end about compensating for it by rates and dividends
but it just doesn't make an impression on the average man. Time and again
the question comes back, "But why not adopt a realistic table?"

Moreover, it can be demonstrated that continued use of the old table actually

tends to promote inequities between different classes of policyholders with regard
to the cost of insurance. The American Experience Table shows far higher rates

of death at younger ages than would a more modern table. Premium rates for

some plans of insurance at those ages might safely be lowered so far as true mor-
tality is concerned, but the companies have been deterred from taking this step

because under the American Experience Table they would be required to put up
so-called "deficiency reserves." With the necessity for higher premium rates to

counteract the downward trend of interest rates, any present change of table

might not be accompanied by actual reduction of premium rate at any age. But
any change in rates would undoubtedly see the existing inequities between different

classes of policyholders removed.

3. Why is it important to devise a more equitable method of measuring non-forfeiture

values?

I.

One very pertinent reason as stated before is that, as a practical matter, the

use of a modern mortality table awaits this event. This assertion is examined in

a little greater detail in Question 4. But there are equally persuasive reasons

quite apart from any such consideration.

n.

The present method of measuring non-forfeiture (or more descriptively, with-

drawal) values is based upon the false premise that there is a necessary relationship

between the reserves which are required as a measurement of solvency and such
withdrawal values. This misconception has been and is a prolific source of seri-

ously bad public relations. Before amplifying this statement, however, perhaps
a word should be said in explanation since it may seem only reasonable to a layman
that a policyholder has a legitimate claim to the portion of the reserve attributable

to his policy.

The plausability of this view grows out of the not unnatural assumption that

the reserve represents an allocable liability in the sense that a savings bank has
a liability to a depositor. Reflection should reveal that this is not so. For one
thing, the liability shown in the financial statement of the savings bank is always
sufficient to meet withdrawal. On the contrary, the policyholder's share of the

reserve liability shown in the financial statement of a life insurance com.pany is

never sufficient to meet a death claim unless, of course, death happened, by rarest

chance, to coincide with the maturity of the policy as an endowment. Further-

more, policyholders of the same age who take out identical policies at the same
time will have the same reserve assigned to their policies, yet one may be dying,

the other in perfect health. There is no equivalent relationship between savings

bank depositors. It is clear that reserves, in the aggregate, fill an important
function in measuring the ability of a company to meet its obligations as a whole.

But it is further clear that to suppose that this reserve can be viewed as an aggre-

gate of individual "deposits" can lead to the grossest absurdities.

A dramatic illustration of the danger of permitting this pseudo-relationship

between reserves and withdrawal values to continue may be seen in the T.N.E.G.
investigation where it was broadcast to the public and entered in the record that
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the life companies had made huge sums from forfeitures on lapsed policies. More-
over, the resulting misapprehension has led to the contemplation of legislation on
the matter of required withdrawal values that would actually force inequities to

continuing policyholders for the sake of withdrawing policyholders.

Another important consideration concerns the financial policies of a company.
Reserves established at a high level are generally regarded as soundly conservative.

High withdrawal values, on the other hand, obviously mvolve an element of

danger, particularly to any company in which conservatism must be a predomi-
nating factor. Any method which requires high withdrawal values in order to

establish high reserves as a touch of Alice-in-Wonderland more appropriate to

fiction than to supervisory legislation.

Still an additional argument for divorcing withdrawal values from reserves is

that it would decrease the necessity for getting out new rate books and policy

forms every time some needed adjustment was made in the reserve basis. The
computing of values and translating them into a rate book and policy forms is a
time consuming, costly process which is particvilarly burdensome to companies of

small or moderate size.

All in all, the desirability of divorcing these two things, once and forever, seems
clear indeed.

III.

Yet another and not the least forceful reason why a more equitable method
of measuring withdrawal values should be sought is the inequity of the present

system. There can be little question but that the best way, in general, to deter-

mine withdrawal values is to add premium payments together and subtract ex-

penditures for costs and losses. To be sure the result may bear some resemblance
to the policyholder's theoretical share in the reserve, but only in rare instances

will it be exactly the same. Under the present method either the withdrawing
policyholder or the continuing policyholders will be favored at the expense of

the other. Some more accurate measure of equity is overdue.

4. Why is it impractical to adopt a modern mortality table and retain the present

method of determining withdrawal valuesf

There is relatively so little opposition to the adoption of a modern mortality

table and, on the other hand, relatively so much confusion and lack of under-
standing about the non-forfeiture law that the suggestion is bound to be made
that the new valuation law specifying the new table be promptly passed while

the other be postponed for further study.

There is a serious objection to such a course which can be easily demonstrated.

As compared with the American Experience Table a modern table reflects a
much lower rate of mortality at young ages but that difference decreases at the

older ages until rates are approximately the same. Consequently, the net premi-

ums (i.e., expenses excluded) will be lower on a modern table than on the American
Experience Table. Since these modern table premiums will have less available

in the future when the mortality rate has increased, out of which to meet these

increased requirements, more must be stored away at the younger ages when less

is then needed. The result is that reserves on a modern table will in general exceed
those based upon the American Experience Table.

It must also be borne in mind that the present non-forfeiture law defines minimum
cash surrender values in terms of reserves less a flat surrender charge and requires

a mathematically equivalent extended insurance benefit. The effect of subjecting

higher reserves to these requirements of the present law would result as follows

:

1. Cash values in the earlier policy years would be substantially larger than
the normal accumulations developed from existing levels of premium and
dividend scales. Normal accumulations refer to premium payments less

reasonable expenses and claims.
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2. Extended insurance benefits, when measured by the low modern mortality-
rate, would be unreasonably liberalized. Actually, this class of insurance
has experienced a mortality rate which approximates 130% of the normal.
It would be completely unsound to extend to this class of insurance the benefit

of a mortality rate to which it has not subscribed.

To retain in law the present method of defining minimum non-forfeiture values
and in that same law require a modern mortality standard, would be tantamount
to imposing by law upon the insuring public an increase in premium scales or a
corresponding decrease in dividend scales simply to pay withdrawing policy-

holders values to which they were in no sense equitably entitled.

5. How generally does the Guertin report propose to solve these problems?

The solutions of the Committee to these two principal problems are embodied
in two standard laws which are proposed for enactment in all states.

Except for that portion of the law relating to method of valuation, the lay

reader will have relatively slight difficulty in understanding the standard valuation

law which provides for adoption of a modern mortality table. The method of

valuation is a highly technical subject which concerns the manner in which the
mortality table should be used in computing reserves. The Commissioners' reserve

valuation method as set out in the law is what is known to actuaries as a modified
preliminary term system, as contrasted with a net level premium system. It is

essentially the Illinois Method commonly found in insurance laws.

The standard non-forfeiture law is more difficult to understand and, conse-

quently, is in greater need of explanation.

Broadly speaking, the underlying philosophy of this law is that a withdrawing
policyholder is entitled to get back what he has paid less his pro rata share of the

cost of coverage in his particular class and the expenses incurred. How the law
attempts to give effect to this principle is taken up in subsequent questions.

One who is attempting to evaluate an approach to this subject will do well to

keep two other generalizations in mind. First, it is likely that every one will

agree with the Committee that the problem, in its broadest terms, is to fix with-

drawal values at a point where continuing policyholders neither gain nor lose by
the event. But second, neither the proposed statute nor any other can define the

ideal for all companies. Costs and other factors vary by company. The function

of a statute is to define minimum values at the highest point which wUl permit

high cost companies which are properly managed to continue to operate without

readjustments on this account. Competition can be depended upon to induce

companies generally to grant more than the minimum as they have in the past.

6. What are some of the basic differences between the present and proposed methods

of measuring withdrawal values?

The general problem is famiKar to all. A policyholder, after paying premiums
for some time stops. What is the company's obligation to him with respect to

the premiums which he has paid? Most states by statute or ruling have long

required a minimum withdrawal value. The proposed non-forfeiture law is simply

an attempt to re-define this minimum on a more reasonable and scientific basis.

The present system is to fix the minimum at the reserve for the policy less a

permitted "surrender charge" which is frequently limited to not more than $25

per thousand of insurance. In other words, if a given policy with a face value

of $2,000 has a reserve of $450, the minimum withdrawal value to the holder at

that time must be $400. This is simple to understand but it is too simple to work
fairly.

The proposed system is in some ways quite the reverse of the present one. The
withdrawal value is not calculated by reference to the pohcy reserve. There is

no surrender charge as such. The method of computing values is so complicated
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that none but an actuary is likely to fully understand it in detail but it works with

a high degree of fairness to both withdrawing and continuing policyholders.

Opponents of the proposed method have made a good deal of the fact that it

cannot be readily understood by the untrained. This argument would be entitled

to more weight if it were accompanied by any suggestion of how the law can be
simplified and yet attain a desirable degree of certainty and equity. But the

argument also emphasizes the importance of simplifying so far as possible an
explanation of the principles upon which the method is founded and of trying to

make certain that those who want to understand them will have an opportunity
to do so.

The fundamental basis for the new method is perfectly logical and readily

understandable. The term "asset share" is frequently encountered in discussions

of the subject. As might be guessed from the name, the concept in simple form
is that each poUcyholder who has paid premiums has a stake in the assets of the
company. Naturally enough, therefore, the validity of any new method of ascer-

taining withdrawal values can and should be judged by its ability to approximate
these asset shares. One may be tempted to wonder why reserve values would
not serve the same general purpose. But it should be remembered that the reserve

for a given policy will vary in amount in accordance with the method of valuation
employed. There is no good reason why a policyholder's withdrawal value should
be either more or less, depending upon the system of measuring its financial con-
dition as a whole. Asset shares themselves to a certain extent depend upon the
exercise of judgment but it is the consensus of the experts that they offer a better

basis than reserve values.

The operation of the new method is what is difiicult to understand. The net
result is to give the policyholder credit for the premiums which he has paid and
to charge him for the pro rata cost of insurance and expenses allocable to his

policy. This is accomplished by use of the adjusted premium.

There are some, who are not actuaries, and yet who are curious to know some-
thing of the nature of this mysterious adjusted premium concept about which
the language of the standard non-forfeiture law is so bleakly unenlightening to
the stranger in this field. An effort is made in the answer to Question 12 to give
some notion of what the adjusted premium method is and how it works.

7. How do withdrawal values under the present and proposed methods compare?

Fairly extensive tables of comparative values are incorporated into the Guertin
report. Perhaps, in fact, they are too extensive to be readily understood by any
one who is not accustomed to interpreting tabular data on this subject. There
are a large number of factors involved, such as plan of insurance, age at issuance,
the number of years the policy has been in existence and the manner in which
the policy reserve has been established. As might be expected neither the present
nor the proposed method invariable produces the larger valufe.

In general, it is significant that the proposed method results in larger values in

a preponderant number of cases.

In particular, it may be of interest to observe

:

Cash values

Where the minimum cash surrender values under the proposed method
exceed the comparable values under the present method, whether on the
net level premium or Illinois basis, the relatively greatest differences are
during the early years of the policy.

Extended insurance

The minimum term of extended insurance is, for each dollar of cash value,
substantially larger at the younger ages than the present minimum. At
the middle age group substantially the same results are obtained under both
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methods. At the higher age groups, the minimum term of coverage is some-
what decreased by the proposed method. These variations are warranted by
the mortahty experience on that class of insurance.

Of course, when a larger minimum cash value is produced by the proposed
method and is applied to purchase extended insurance it will amplify the
already increased benefits at the younger ages and will tend to offset the
decreased benefits at the higher ages.

Reduced paid-up insurance

The minimum amounts of reduced paid-up insurance are, for each dollar

of cash value increased. The difference is greatest at the younger ages. Be-
cause of the general overall increase in cash values, however, this type of

benefit is amplified throughout.

8. Why is uniformity of provision between states of such paramount importance?

This question falls naturally into two parts. First, why is uniformity necessary
from the point of view of company operation? Second, why is it necessary from
the point of view of state supervision?

The first part scarcely needs an answer. The American system of distributing

life insurance seems to be firmly committed to the policy of employing companies
which do business on a nation-wide scale. Differences between state laws on
minor matters have long been a cause of some expense to the companies and some
inequities between policyholders but, by the large, have not been serious because
there has been substantial unanimity on the more important phases of the in-

surance contract. The determination of values available to withdrawing policy-

holders is without question in the latter class. It would seem intolerable from
the standpoint of both policyholders and company administration if different

methods and different values, even though it be merely a matter of minimums,
should be required by various jurisdictions. There seems to be comparatively
little inclination to question this point.

It is less clear, however, that the implications of this subject as they affect

state supervision are fully appreciated. Insurance supervision is one of the last

important strongholds of decentralized government. Many feel that, with its

sensitive response to local conditions, it has merit enough to warrant its retention.

But if this is to be done, it must not permit itself to take a sectional view on broad
questions which are national rather than local in character.

The adjustment on rights between withdrawing and continuing policyholders
is undoubtedly a question of national concern affecting, as it must, aU of the
policyholders of a company. No more proper subject for uniform treatment exists.

It is to the everlasting credit of state regulation that through the Guertin Com-
mittee the National Association of Insurance Commissioners has proposed these
progressive reforms embodied in the two model laws. It is a brilliant achieve-
ment. But the job isn't finished until these uniform laws are on the books of every
state. And while this is being accomplished the true nature of a uniform law
must not be overlooked.

A uniform law on any important subject is almost always a compromise between
opposing views. One group wants recognition of an idea as a matter of principle,

another wants to harmonize the new law with a long existing policy/, a third is

convinced of the practical necessity for this or that provision. The final draft may
be completely satisfactory to no one. It is merely the best that every one can be
induced to agree upon.

This is unquestionably the case with these proposed standard laws. The manda-
tory surrender dividend principle still appeals to some. The expense factors

finally included in the adjusted premium are a compromise between those who
still want higher and those who still want lower figures. A separate table for

extended insurance values still strikes others as preferable to the purely empirical

method of a percentage increase.
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There has been some indication of a reluctance upon the part of some states

to forego their views and to accept the uniform proposal. This would seem to be

an ill advised policy. If State A can insist upon its version of how the law should

be adapted, State B can insist upon some other modification and there ceases to

be uniformity. Such a condition, if it should come to pass, would not be unwelcome
to those who long to see Federal supervision over life insurance.

9. Should the whole project he deferred until after the war?

It has been urged in some quarters that this whole subject should be delayed

because of the war and the resulting personnel shortage. This argument on its

face has some appeal but when analyzed seems to have only limited validity. It

is possible that the mandatory effective date of the new laws should be postponed
somewhat to accommodate companies which find it difficult to make the change.

On the other hand, there may be many companies who will feel that they cannot
delay some adjustment in their reserve basis. If they can do the two things cur-

rently they can pay for the job once instead of twice.

To delay the whole thing, however, seems essentially unsound. Unless one is

prepared to admit that life insurance is unimportant in war time these reforms are

no less needed now than they were a year ago. And it must always be remembered
that, if those who are competent by training and temperament to undertake so

difficult a task are dilatory, there are others, less well qualified by either test, who
would be happy to take over the assignment.

Is it not possible that the advent of the war has made prompt and definitive

action more urgent? We are living in a period when we are morally bound to

subordinate minor differences. Life insurance will have a tremendously important
role in the winning of the fight for democracy which must come after the war has
been won. It will need to be ready. If we are now shorthanded is it not all the

more reason why those of us who are left should bury personal views and should

get behind this project and get it behind us?

10. 7s the proposed new mortality table adequate?

The Commissioner's 1941 Standard Ordinary Mortality Table was constructed
from the actual mortality experience of the life insurance business during the

decade 1930 to 1940. A reasonable margin for adverse contingencies has been
added.

Is the table adequate as a valuation standard? The minimum reserve liability

of a company with the usual plan distribution of business would be larger accord-

ing to this table than according to the American Experience Table. Since the

latter has already proved its adequacy as a standard of solvency there should be
no doubt on that point as to the adequacy of the Commissioners' Table.

Is the table adequate as a non-forfeiture standard? Consider individually the

non-forfeiture benefits provided by the proposed standard:

(1) Cash Surrender Valu^es

Since the table accurately portrays the mortality experience of the modern
insuring public, it is self-evident that the table is a proper standard for

measuring the policyholders' accumulated equities, i.e., cash surrender values.

(2) Reduced Paid-up Insurance

It is a proper standard for measuring the value of the reduced paid-up
insurance non-forfeiture benefit since the table reflects the experience of

the members of that group.

(3) Extended Insurance

It is not a proper standard for measuring the value of the extended in-

surance benefit because the experience of this group is not reflected by that

table.
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As a background for an understanding of this point, it should be borne in
mind that the mortaUty experience on extended insurance is in general sub-
stantially higher than normal. The reason is obvious. Insured in poor
health, particularly at the older ages, choose to keep their poHcies in force
at the highest possible amount while their equities hold out rather than to
take smaller amounts of permanent insurance or cash values.

The proposed non-forfeiture law gives recognition to this poor mortality
experience by permitting use of a mortality rate which is equivalent to 130%
of the normal rate and representative of actual experience.

Consequently, the Commissioner's 1941 Standard Ordinary Table, as
modified for Extended Insurance, is an adequate non-forfeiture mortality
standard.

Questions have been raised as to the advisability of adopting the table at this
time since (1) it reflects a mortality experience of a period not subject to war
conditions; (2) it will substantially liberaUze extended insurance benefits par-
ticularly at the younger ages in which war casualties will be heaviest. Certainly
the first point is of doubtful vahdity. Let us remember that we are seeking a
new table to use in estabUshing valuation reserves and non-forfeiture values.
Since neither niargins in reserve liability nor in non-forfeiture benefits but rather
other rnargins in gross premiums and surplus must be relied on to absorb such
unpredictable losses as are due to war, the argument seems to miss its mark. The
second point merits closer attention.

It is true that the new laws taken as a whole would increase the extended in-
surance benefits at the younger ages. This increase is merited by the facts. It is

unjust to delay correcting this inequitj^ in order to p^o^dde against catastrophic
contingencies, the cost of which should be borne by the company as a whole.
Furthermore, the operation of the war clause is likely to have some restraining
effect on the possible adverse mortahty arising out of the war.

But it is also true that under the new laws taken as a whole the extended in-

surance benefits are somewhat lessened at the advanced ages. It has been calcu-
lated that a cash value which at an attained age of 20 would produce 7 years plus
of extended term insurance under the American Experience Table would produce
16 years plus under the new laws, whereas, in another instance, at an attained age
of 50 the former table would produce 9 3^ears plus while the new laws would produce
only 7 years plus. The significance of this trend can be fullj^ appreciated only
when it is recalled that the worst mortality sho-v^tng on extended insurance comes
from the older ages. Younger insureds as a class are much less interested in ex-
tended insurance because ihey are much less apt to contemplate djdng. Thus it

would seem that the second point as well lacks validity.

11. Is there any connection hetu-een withdrawal and reserve values?

Advocates of the new method of establishing withdrawal values recommended
in the Guertin report are insistent, and properly so, in their \dew that reserv^e

values are not a proper j-ardstick for the measurement of a policyholder's with-
drawal equity.

And yet one who carefully studies the Proposed Standard Valuation Law will

note that the rate of interest permitted in the calculation of reserves is governed
in part bj^ the rate of interest chosen to calculate withdrawal benefits and when
the differential is increased to more than one-haLf per cent, the Commissioner and
the company must consider the fairness of increasing withdrawal benefits. INIore-

over, the mandator}- provisions for surrender dividends were finally eliminated
from the Guertin program upon the basis that this tie between the interest rate
used for the reserve and the interest rate used for withdrawal values pro\'ided a

sufficient guaranty of equitj' to terminating policj'holders.

There is no inconsistency involved here but in view of the emphasis which has
been placed upon divorcing reserve from withdrawal values it is just as well to
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point out that there still remains this limited connection through a prescribed

relationship of a common factor, namely, the interest rate used in computing the

two values. In general, despite that limitation, withdrawal values will in fact

be independent of reserve values since the majority of situations requiring interest

rate adjustments will be within that permissible area.

12. What, from a layman's point of view, is the adjusted premium method and how
does it work?

The adjusted premium method of calculating minimum withdrawal values does
not make light reading at best and under any other condition it is Sanskrit to all

but a few. It is by no means impossible, however, or even difficult, for the indi-

vidual who would be apt to read this memorandum and who wants to know some-
thing about the subject to gain some insight on it. The following explanation
presupposes little more than a casual acquaintance with some common life insurance
terms and a willingness to reread and master as they occur any ideas which are

not clear to the reader.

It is an ironic circumstance, some might say it was in character with the subject,

that a logical way to approach the adjusted premium method is first to consider

an illustration of the method in which there is no adjusted premium. This is the
case of a single premium pohcy. The single premium pays for the entire amount
of insurance protection and also for all expenses to which the company has been
put. At the time of issue the insurance protection has a present value. This is

an actuarial concept but it is not too difficult to understand. It is the net amount
(i.e., excluding expense) which the company would require to be able to fulfill

its contract if all contingencies happened exactly as they are supposed to. At all

times after issue the remaining insurance protection on this policy has a present
value. Now, if at any time the policyholder should want to withdraw, what
should he get back? Not the portion of his premium which went to pay such
expenses, of course. But at least he should receive the value of the remaining
insurance protection measured by some minimum legal standard. With this in

mind study the following quoted language from Section 3, lines 11-19, of the Pro-
posed Standard Non-forfeiture Law:

"Any cash surrender value available within thirty days after any policy

anniversary under any policy paid-up by completion of all premium payments
or any policy continued under any paid-up non-forfeiture benefit, whether
or not required by section two, shall be an amount not less than the present

value, on such anniversary, of the future guaranteed benefits provided for

by the policy, including any existing paid-up additions, decreased by any
indebtedness to the company on the policy.

The answer is, of course, that under the statute he gets precisely that. This
is such an easy case to see through that it seems a bit absurd that any other test

should be applied. Unfortunately the annual premium case is not quite so simple.

And yet it is essentially the same and is not too hard if it is taken one thing at a
time.

In the annual premium case the insurance protection is the same as in the single

premium case. It at all times has a present value, a very useful fact. The policy-

holder also is obligated to pay for the same things, but this time in instalments.

And since he is paying by instalments it will presently be seen that it is useful to

analyse the expenses for which he should pay. There are two kinds : initial ex-

penses incurred when the policy was written (such as first year commissions,
medical and inspection fees, etc.) and recurring expenses (collection costs, etc.).

It will be helpful, however, at this point, before going into expenses, to assume
for a moment, quite falsely to be sure, that there are no expenses. In this event
should the policyholder desire to withdraw what should he receive? By analogy
with our single premium case we think at once of the present value of the remaining
insurance protection, but we must bear in mind that for this protection the policy-
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holder has not paid the full premium. We therefore charge the present value of

the unpaid instalments of the premium against the value of the future insurance
benefits and declare the balance to be due the policyholder. Since by hypothesis
there were no expenses the premiums here would be net.

Retracting our false assumption that there are no expenses connected with
the policy, we set out to inquire how they will vary the result. It is obvious that
if the recurring expenses are added to the net annual premium, they may be dis-

regarded since on termination they will be neither paid nor spent. The initial

expenses cannot be handled in this way. They could be collected with the first

premium and could then be disregarded as in the single premium case. For various
reasons it is not practical to collect a larger first year premium. Otherwise they
must be collected a little at a time in the annual premiums. This is what is done.

But it is perfectly obvious that if we are going to measure the policyholders'

withdrawal equity by taking the value of the net unpaid premiums from the
value of the future benefits as suggested above, the company is going to be out
that part of the initial expense which was to be repaid by the premiums not yet
due. The remedy is evident. Subtract the present value of that portion of the
unpaid gross premiums which was to have made good for the balance owing on the
initial expenses. The subtracted premiums, therefore, or rather the present value
of them, consist of the unpaid net premiums and unpaid instalments on the initial

expenses. Here at last we come face-to-face with the "adjusted premiimi." It is

the net premium "adjusted" to provide for repayment of initial expenses no matter
when the policyholder withdraws. If the adjustment is accurate the formula is

just as reasonable and compelling as in the single premium case. We may now
make some headway with the language of the proposed statute which reads as

follows immediately preceding the part quoted before

:

"3. Any cash surrender value available under the policy in the event of

default in a premium payment due on any policy anniversary, whether or not
required by section two, shall be an amount not less than the excess, if any,

of the present value, on such anniversary, of the future guaranteed benefits

which would have been provided for by the policy, including any existing

paid-up additions, if there had been no default, over the sum of (a) the then
present value of the adjusted premiums as defined in section five, correspond-

ing to premiums which would have fallen due on and after such anniversary,

and (b) the amount of any indebtedness to the company on the policy."

We said cautiously above, "if the adjustment is accurate." This was more
than a mere over-refined use of words. It would manifestly be out of the question

to make one statutory measure of initial expenses which would fit every company.
Incidentally there are two- other factors which will vary the results. To obtain

the present value of the future guaranteed benefits it is necesary to employ a

mortality table and an assumed interest rate. Necessarily therefore the statute

can do no more than establish a "floor" below which values must not be per-

mitted to sink.

The statutory definition of what the adjusted premium is is another point at

which the uninitiated shudder. But again let us take it slowly. The first sentence

in section five of the standard law lists the permitted expenses as follows

:

The first is (ii) 2% of the amount of the insurance, or as it is generally remem-
bered, $20 per thousand of insurance. This is an allowance for such things as

underwriting and medical costs and general overhead which are typically related

to the amount of insurance or number of policies.

Next comes (iii) 40% of the adjusted premium for the first policy year. And
then (iv) follows, in effect 25% of the corresponding whole life plan adjusted

premiums. It will be noted that these two items are phrased in terms of per-

centages of premiums. They are intended as allowances for expenses such as

commissions which can be aptly described in such manner.
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Any one who actually takes the trouble to consult the text of the standard bill

will note that the language is somewhat more involved than above indicated. This

is because many different types of insurance must be provided for and it was felt

necessary to place some limitation upon the amount of expense which would be

permitted on the higher priced plans. Thus there is in effect an upper limit of

$16 per thousand under (iii) and $10 per thousand under (iv). Over all it is im-

possible for the total margin for initial expenses to exceed $46 per $1,000 of face

amount.

The reader who has faithfully followed this explanation to this point need be

under no illusion that he has completely mastered the adjusted premium method.
But he can take comfort in the realization that he understands basically how it

works. And from that it should be clear to him how marvelously ingenious the

method is as a means of establishing a policyholder's true equity as contrasted

with the old notion of taking away a "surrender charge" from a policy reserve

which wasn't intended in the first place to measure the withdrawal value.

APPENDIX B

October 6, 1943.

Hon. Robert T. Bushnell,

Attorney General,

State House,

Boston, Massachusetts.

Dear Sir:

In Re : Reinsurance Ceded by Life Insurance Companies

Your opinion as to the proper interpretation of General Laws, Chapter 175,

Section 20, in so far as it is appUcable to contracts of reinsurance entered into

by any domestic life insurance company, is hereby requested.

The material portion of said section appears in Paragraph 2 thereof and reads
as follows

:

"No domestic life company shall reinsure its risks without the written per-

mission of the commissioner, but may reinsure parts of an individual risk

not to exceed in any one company the amount retained by the company first

writing the insurance."

We are submitting herewith three examples upon which information relative

to the proper interpretation of this statute is desired.

A. Is it necessary that the written permission of the Commissioner be obtained
whenever a domestic life insurance company insures a life for the face

amount of $10,000 and retains $1,000 of the insurance while ceding $9,000
of the insurance to one other carrier?

B. Is it necessary that the written permission of the Conmiissioner be ob-

tained whenever a domestic life insurance company insures a risk in the
face amount of $10,000 and retains $1,000 of the insurance while ceding

$9,000 to nine different carriers, $1,000 to each?

C. Is it necessary that the written approval of the Commissioner be ob-
tained on all of the companies to whom the reinsurance is ceded whenever
a domestic life insurance company insures a risk in the amount of $10,000,
retaining $4,000 of the insurance and ceding $6,000 of the insurance to
six different carriers, $1,000 to each?

Respectfully yours,

Charles F. J. Harrington,
Commissioner of Insurance.
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THE COMMONWEALTH OF MASSACHUSETTS
Department of the Attorney General

Boston

October 25, 1943.

Robert T. Bushnell,

Attorney General.
I

Hon. Charles F. J. Harrington,

Commissioner of Insurance,

100 Nashua Street,

Boston, Massachusetts.

Dear Mr. Harrington:

You have asked my opinion upon three questions relating to reinsurance by
domestic life companies.

1 . Your first question is

:

"Is it necessary that the written permission of the Commissioner be obtained

whenever a domestic life insurance company insures a life for the face amount
of $10,000 and retains $1,000 of the insurance while ceding $9,000 of the

insurance to one other carrier?"

I answer this question in the afl&rmative.

G. L. (Ter. Ed.) c. 175, § 20, provides in its applicable portion that

"No domestic life company shall reinsure its risks without the written per-

mission of the commissioner, but may reinsure parts of an individual risk not

to exceed in any one company the amount retained by the company first

writing the insurance."

As originally appearing in St. 1874, c. 109, the provision from which that of

said section 20 stems read

:

'^Section 1. No hfe-insurance company organized . . . under the laws of

this Commonwealth shall be permitted to reinsure its risk, except by per-

mission of the insurance commissioner; but nothing in this act shall be con-

strued to prevent any such life-insurance company from re-insuring a fractional

part, not exceeding one-half of any individual risk."

This provision was amended by St. 1887, c. 214, § 72, so that it read:

"No domestic life insurance company shall reinsure its risks except by
permission of the insurance commissioner; but may reinsure not exceeding

one-half of any individual risk."

The provision in the same form as in said section 72 continued to be enacted

in various statutes dealing with insurance and codifying the insurance laws

until 1926, when by chapter 74 of that year the earlier laws were amended so

that the provision was enacted in the language now employed in said section 20

of chapter 175 of the General Laws.

Read in the light of the statute's history it is apparent that by the provisions

of section 20 a domestic life company is prohibited from reinsuring its risks unless

it has the written permission of the Commissioner, but it may, without such

permission, reinsure portions of an individual risk, if the amount ceded to any
one company does not exceed the amount retained.

This being so it follows that upon the facts stated in your first question,

inasmuch as the original insurer reinsures in a single company a part of the
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risk greater than that which is retained, the transaction is not one of those

impliedly excepted from the requirement of approval by the Commissioner.

2. Your second question is

:

"Is it necessary that the written permission of the Commissioner be ob-

tained whenever a domestic life insurance company insures a risk in the face

amount of $10,000 and retains $1,000 of the insurance while ceding $9,000

to nine different carriers, $1,000 to each?"
I answer this question in the negative.

The facts stated in this question do not indicate that a life insurance com-
pany has reinsured with any one carrier a part of an individual risk, exceeding

in amount that part of such risk which it has itself retained. Under the circum-

stances the permission of the Commissioner is not required for such reinsurance.

3. Your third question is:

"Is it necessary that the written approval of the Commissioner be obtained

on all of the companies to whom the reinsurance is ceded whenever a domestic

life insurance company insures a risk in the amount of $10,000, retaining

$4,000 of the insurance and ceding $6,000 of the insurance to six different

carriers, $1,000 to each?"

I answer your third question in the negative.

Under the principles of construction applicable to said section 20 which I have
set forth, the mode of reinsurance as described by the facts stated in your question

comes within the exception stated in section 20. It therefore foUows that per-

mission from the Commissioner is not required as a condition precedent to

reinsurance.

Very truly yours,

Robert T. Bushnell,

Attorney General.

APPENDIX C

September 24, 1943.

Hon. Robert T. Bushnell,

Attorney General,

State House,

Boston, Massachusetts.

Dear Sir:

Chapter 529 of the Acts of 1943 entitled,

"AN ACT REQUIRING EMPLOYERS TO PROVIDE COMPENSATION
FOR EMPLOYEES RECEIVING INJURIES WHICH ARISE OUT OF
AND IN THE COURSE OF THEIR EMPLOYMENT, AND PERMIT-
TING CERTAIN EMPLOYERS TO PROVIDE FOR SUCH COMPEN-
SATION BY SELF-INSURANCE."

takes effect on November 15, 1943.

This law is commonly referred to as the Compulsory Workmen's Compensation
Law.

As originally presented to the Legislature, Chapter 529 was House Bill No.
1030 and during its legislative routine was rewritten as House Bill No. 0000
and later as House Bill No. 1769. When rewritten as House No. 0000, this
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legislation contained a section which removed and eliminated "self-insurers"
from several supervisory activities of the Insurance Department to which
insurance companies had always been subjected. This Section which appeared
on Page 4 of House BiU No. 0000 dated May 5, 1943, and entitled COMPUL-
SORY WORKMEN'S COMPENSATION AND SELF INSURANCE read
as follows :

"Section 3. Said section one of said chapter one hundred and fifty-two,

as amended, is hereby further amended by adding at the end the following
new paragraph :

—
"(9) 'Self insurer' means an employer who has conformed to the pro-

visions of sub-divisions (a) or (b) of paragraph (2) of section twenty-five A.
Whenever the provisions of this chapter, other than sections one, fifty-two

to sixty-four, inclusive, sixty-five A to sixty-five M, inclusive, and seventy
refer or apply to 'insurer' or 'insurance company,' it shall be understood
that such provisions also refer or apply to 'self-insurer.'

"

Representations were made to the Committee hearing the Bill that the re-

tention of the foregoing clause in the legislation would have the effect of removing
the authority of the Insurance Department to supervise rates and policy forms.
Following these representations, a later revision of the legislation appeared in

a new form in House Bill No. 1769 and the subject matter of Section 3 was not
included therein. This would seem to indicate that the Legislative intent was
to require that rates and forms provided for in the Bill were to remain subject
to the supervision of the Insurance Department; otherwise the repealer section

would have been retained in the proposed law, thereby making several sections

of the Insurance Law inapplicable to self-insurers.

If the Insurance Department is obliged to approve rates and forms for the
several coverages, we should be informed definitely at the earliest possible

moment so that proper action can be taken before the effective date of the Law
(November 15, 1943) and to this end your advice and opinion are requested on
the following questions

:

General Laws, Chapter 152, Section 55 prohibits the issuance of a policy of

Workmen's Compensation Insurance unless the form has been on file with
the Commissioner of Insurance for at least thirty days or unless within said

period the Commissioner has approved the form of poHcy in writing. Section
54A of General Laws, Chapter 152 in substance requires that every contract,

the purpose of which is to insure an employer against liabiUty on account of

an employee's injury or death, shall be void unless it also insures the payment
of workmen's compensation as specified in General Laws, Chapter 152.

General Laws, Chapter 152, Section 25A as inserted by Acts of 1943, Chapter
529, Section 7, Sub-section (2), Sub-division (a) authorizes the Department
of Industrial Accidents to accept from a self-insurer a single premium non-
cancellable policy approved by the Department whenever it is proposed to

return a deposit to a self-insurer who is entitled to have it returned and Sub-
division (b) of this same Sub-section authorizes the filing of a surety bond
with the State Treasurer by an employer for the purpose of qualifying as a
"self-insurer." This same Sub-section authorizes the Department of In-

dustrial Accidents to require an additional bond from a self-insurer whenever
it is necessary.

1. Is the function of the Department of Industrial Accidents, in so far as

the approval of the single premium non-cancellable policy is concerned,
limited to the approval of the amount and of the carrier?

2. Since Section 55 of General Laws, Chapter 152 has not been repealed or

rendered inoperative as to self-insurers, is it necessary that the form of

single premium non-cancellable policy referred to above be approved by
the Commissioner of Insurance before its issuance?
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3. In view of the requirement of Section 54A quoted above that the contract

insure the payment of the compensation provided for by Chapter 152, is

the bond and the additional bond referred to in Sub-division (b) of Sub-

section (2) of Section 25A referred to above a pohcy of workmen's com-
pensation insurance which is required to receive the prior approval of

the Commissioner of Insurance before it may be issued?

4. Sub-division (c) of Sub-section (2) of Section 25A referred to above author-

izes the Department of Industrial Accidents to require a self-insurer to

reinsure his compensation risk against the catastrophe hazard so as to

further guarantee the payment of the benefits prescribed.

Since the catastrophe hazard contract is a primary obligation of the

insurance company and not a secondary obligation as usually prevails in

reinsurance contracts, is not the form of contract one of workmen's com-
pensation insurance such as is referred to in Section 55 and upon which

the previous approval by the Commissioner of Insurance must be received

before its issuance?

5. If the catastrophe hazard contract is not a contract of workmen's com-
pensation insurance as referred to in General Laws, Chapter 152, Section

55 but if it is a contract of reinsurance, is it required to be upon a form
previously approved by the Commissioner of Insurance in view of the

requirements of Section 54A and 55 of General Laws, Chapter 152?

6. The term "catastrophe" is not defined in General Laws, Chapter 152

(Workmen's Compensation Law) or General Laws, Chapter 175 (In-

surance Law) and therefore your advice and opinion are requested that

we may be informed at what point the catastrophe coverage becomes
effective in the event that your answer to either Question 4 and 5 is in

the affirmative.

Is the catastrophe coverage excess insurance over and above the deposit

or surety bond or bonds required to be filed by a self-insurer with the

State Treasurer or should payments under this policy be made upon injury

to one or more persons or in cases involving excessive losses?

7. Sub-division (c) of Sub-section (2) of Section 25A requires that the catastro-

phe coverage when required "shall be placed only with an insurance

company admitted to do business in this Commonwealth."
Sub-division (b) of Sub-section (2) of Section 25A authorizes an employer
who does not wish to place his insurance with an insurance company or

to make a deposit with the State Treasurer in order to qualify as a self-

insurer to furnish to the "State Treasurer a bond with a corporate surety

company authorized to do business in this Commonwealth" etc.

In some places in the Insurance Law (Chapter 175) the words "admitted
and authorized" are used when referring to foreign insurance companies
lawfully transacting business in the Commonwealth (See General Laws,
Chapter 175, Sections 19B, 151, 153 and 155). In other places in the

same Chapter the word "admitted" is used whenever foreign insurance

companies lawfully transacting business in the Commonwealth are referred

to and all but two of these Sections are contained in that part of the In-

surance Law which is designated "Foreign Companies" (See General Laws,
Chapter 175, Sections 152, 152A, 157, 160, 166 and 168.

Wherever in the Insurance Law or in the Workmen's Compensation Law
foreign companies or both domestic and foreign companies are referred to,

the word "authorized" is used; the word "admitted" is not used in either

Chapter 152 or Chapter 175 whenever domestic companies are referred to.

(See General Laws, Chapter 152, Sections 52, 52A, 53, 56 and 61 and
General Laws, Chapter 175, Sections 9, 19B, 20, 24, 163 and 171).
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In view of the distinction made in Sub-division (b) of Sub-section (2) of

Section 25A where the phrase "corporate surety company authorized to

do business in this Commonwealth" is used and in the Workmen's Com-
pensation Law in which Section 25A has been inserted by the enactment
of Chapter 529; namely Sections 52, 52A, 53, 56 and 61, and in the In-

surance Law, Chapter 175, Sections 9, 19B, 20, 24, 163 and 171 wherein
the word "authorized" is used, we wish to be informed as to whether or

not the phrase "an insurance company admitted to do business in this

Commonwealth" is broad enough in its scope to include domestic insurance

companies or whether it is limited in its application to foreign insurance

companies only.

General Laws, Chapter 152, Section 52 places the responsibility for the

approval of workmen's compensation insurance rates upon the Commis-
sioner of Insurance. We wish to be informed whether or not this Section

requires the Commissioner to approve classifications of risks and premiums
on the single premium non-cancellable policy referred to in Sub-division

(a), Sub-section (2) of Section 25A and on the bond and additional bond
referred to in Sub-division (b) of said Sub-section (2) and on the catastrophe

hazard policy specified in Sub-division (c) of said Sub-section (2).

Respectfully yours,

Charles F, J Harrington,

Commissioner of Insurance.

THE COMMONWEALTH OF MASSACHUSETTS
Department of the Attorney General

Boston

October 13, 1943.

Hon. Charles. F. J. Harrington,

Commissioner of Insurance,

100 Nashua Street,

Boston, Massachusetts.

Dear Mr. Harrington:

You have asked my opinion on several questions relative to sections 25A to

25D of the Workmen's Compensation Act, G. L. (Ter. Ed.) c. 152, which sections

were inserted therein by St. 1943, c. 529, § 7, under the caption "Compulsory
Compensation and Self-Insurance."

The purpose of the amendments made in said chapter 152 by said St. 1943,

c. 529, was to provide a system of compulsory workmen's compensation. The
system requires employers of more than six persons, with certain designated

exceptions, to provide for the payment of compensation to their employees by
insurance with an insurance company, or to provide for such payment as a

"self-insurer" by complying with certain conditions. An employer may become
such a "self-insurer" by obtaining an annual license from the Department of

Industrial Accidents upon conforming to certain designated requirements.

These requirements consist of the making of a deposit, of such amount as the

said department may require, with the State Treasurer, which deposit may
be used on order of his department for the purpose of paying the benefits pro-

vided for by the workmen's compensation law to employees: or by furnishing

annually to the State Treasurer a bond with a corporate surety company in

such an amount, not less than ten thousand dollars, as the department may
require, upon condition that if the employer lose his license he shall either
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deposit securities with the State Treasurer or shall furnish the department, on
demand, with a single premium noncancellable policy of workmen's compensation

insurance "securing him against any liability that may have arisen under the

statute." It is also provided among other matters that the department may
require a self-insurer, as a further guarantee of his abUity to pay workmen's
compensation benefits to his injured employees, to "reinsure" his compensation

risk against "catastrophe," such "reinsurance" to "be placed only with an
insurance company admitted to do business in this Commonwealth."

Failure to provide for the payment of the compensation required by chapter

152 is punishable by fine or imprisonment.

1. Your first question reads:

"Is the function of the Department of Industrial Accidents, in so far as the

approval of the single premium non-cancellable policy is concerned, limited

to the approval of the amount and of the carrier?"

In my opinion the required approval of the department is not so limited but

extends to the form of the policy as well.

Said section 25A, 2(a), provides in its applicable portion:

"... if the department so requires, he" (the employer) "furnishes the depart-

ment with a single premium non-canceUable policy, approved by the department,

securing him against any Uabihty that may have risen under this chapter."

The power of approval of policies, unless specifically limited, includes the power
of approval as to their form.

Although the duty of approving the form of pohcies of workmen's com-
pensation insurance generally had been placed upon the Commissioner of Insur-

ance by said chapter 152, section 55, since the inception of the act, the provisions

of said section 25A, enacted in 1943, deal with a particular type of compensation
policy to be used for a purpose not before contemplated in the statute, and the

authority to approve such a policy is specifically vested in the Department of

Industrial Accidents by the quoted provisions of said section 25A. These
provisions, so specifically made and so explicitly expressed, by implication

restrict the authority entrusted to the Commissioner of Insurance to approve
the generality of workmen's compensation policies as to form by vesting the

authority to approve this particular type of policy in the Department of In-

dustrial Accidents.

2. Your second question reads:

"Since section 55 of General Laws, chapter 152 has not been repealed or

rendered inoperative as to self-insurers, is it necessary that the form of a
single premium non-cancellable policy referred to above be approved by
the Commissioner of Insurance before its issuance?"

I answer this question in the negative. Since, as I have stated in my answer
to your first question, the authority to approve the policy under consideration

has been vested in the department, it has by implication been withdrawn from
the scope of the Commissioner's general power of approval as to form and
hence, with relation to this particular poUcy, the Commissioner's approval as

to form is no longer required.

3. Your third question reads:

"In view of the requirement of section 54A quoted above that the contract

insure the payment of the compensation provided for by chapter 152, is the

bond and the additional bond referred to in subdivision (b) of subsection (2)

of section 25A referred to above a policy of workmen's compensation insur-

ance which is required to receive the prior approval of the Commissioner of

Insurance before it may be issued?"
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I answer this question in the negative.

G. L. (Ter. Ed.) c. 152, §§ 54A and 55, as amended, proAdde:

"Section dl^A. Every contract or agreement the purpose of which is to

insure an employer in whole or in part against liability on account of injury

or death of an employee, other than a domestic servant or a farm laborer,

shall be void unless it also insures the payment of the compensation provided
for by this chapter. Nothing in this section shall affect any such contract

or agreement made with an employer of less than six persons. The second
paragraph of section fifty-five shall not apply in case of a contract or agree-

ment made void by this section.

Section 65. No policy of workmen's compensation insurance shall be issued

or delivered until a copy thereof has been filed with the commissioner of

insurance at least thirty days prior to such issue or delivery, unless before

the expiration of the thirty days the said commissioner shall have approved
the form of the policy in writing, nor if the commissioner notifies the com-
pany in writing that in his opinion the form of said policy does not comply
with the laws of the commonwealth, specifying the reasons for his opinion;

provided, that upon petition of the company the opinion of the commissioner
shall be subject to review by the supreme judicial court.

Any policy of insurance issued in violation of this section or of any other

provision of this chapter shall nevertheless be valid and binding upon the

company issuing it, and the rights and obligations of the parties thereto shall

be determined by this chapter and chapter one hundred and seventy-five."

The foregoing provisions of workmen's compensation law have existed in

,

substantially their present form for many years. The phrase "Every contract

or agreement the purpose of which is to insure an employer . . . against lia-

bility on account of injury or death of an employee" in said section 54A, and
the phrase "No poUcy of workmen's compensation insurance shall be issued or

delivered until a copy thereof has been filed with the commissioner . . ." in

said section 55, do not embrace a "bond" or an "additional bond" such as may
be given by a self-insurer under the provisions of subdivision (b) of subsection

(2) of said section 25A, which reads:

"(6) By furnishing annually to the state treasurer a bond with a corporate

surety company authorized to do business in this commonwealth, in such
form and in such an amount not less than ten thousand dollars as may be
required by the department, said bond, however, to be upon the condition

that if the license of the principal shall be revoked or if the department shall

refuse to renew the license, the principal shall upon demand fully comply
with sub-paragraph (a) of this section relative to the deposit of securities or

a single premium non-cancellable policy. The department shall, from time
to time, determine the liabilities of a self-insurer both incurred or to be in-

curred because of personal injuries to employees under this chapter. The
department may at any time require an additional bond, similarly conditioned,

or further security or permit a decrease in the amount of said bond provided

the amount of the bond or the bonds in no case shall be less than ten thousand
dollars. The liabihty of the surety shall not exceed in the aggregate the penal

sum or sums stated in any such bond or bonds or in any endorsements giving

effect to any such increase or reduction. The department may permit a

substitution of a new bond or bonds for the bond or bonds which have been
furnished."

A bond is not a policy of insurance. The bonds under consideration do not

run to an employer. The obligation of a principal or a surety upon the bond
or bonds mentioned in subsection (2) cannot reasonably be said to be to "insure

an employer."

It is plain, both by implication from the character of the instruments as

shown by the terms of subdivision (b) itself and from its express requirement

that the bonds should be in such form and such amount as may be required by
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the department, that the Legislature did not intend that such bonds should

be required to have the approval of the Commissioner under sections 54A or 55.

4. Your fourth question reads:

"Subdivision (c) of subsection (2) of section 25A referred to above authorizes

the Department of Industrial Accidents to require a self-insurer to reinsure

his compensation risk against the catastrophe hazard so as to further guarantee

the payment of the benefits prescribed.

Since the catastrophe hazard contract is a primary obligation of the insur-

ance company and not a secondary obligation as usually prevails in reinsurance

contracts, is not the form of contract one of workmen's compensation insurance

such as is referred to in section 55 and upon which the previous approval by
the Commissioner of Insurance must be received before its issuance?"

I am of the opinion that such a "catastrophe hazard contract" is not such a

form of workmen's compensation insurance as is referred to in said section 55

which must be approved by the Commissioner before it is issued.

Said subdivision (c) reads

:

"As a further guarantee of a self-insurer's ability to pay the benefits pro-

vided for by this chapter to injured employees, the department may require

that a seK-insurer reinsure his compensation risk against catastrophe, and
such reinsurance, when so required, shall be placed only with an insurance

company admitted to do business in this commonwealth."

While the matter is not altogether free from doubt, it does not appear to have
been the intent of the Legislature, as expressed in the phraseology of said sub-

division (c), to provide that the policy under discussion should be a contract

of the insurance company, the primary obligation of which inures to the benefit

of the employee.

The Legislature has required in specific terms in said subdivision (c) that

the self-insurer is to "reinsure" his compensation risk against catastrophe and
has spoken of his action in so doing as "reinsurance."

"Reinsurance," as the word is ordinarily used in the statutes and in business,

contemplates a contract entered into between insurance companies (II Op.
Atty. Gen. 157) and denotes an obligation on the part of the reinsurer only to

the one insured, not to those persons whom the latter itself covered. It is in its

essence a contract of indemnity. 33 C.J. ss. 715, 717, pp. 43, 44. Bouvier's

Law Diet., Vol. 3, p. 2861. Allemannia Ins. Co. v. Firemen's Ins. Co., 209 U. S.

326, 332. Faneuil Hall Ins. Co. v. Liverpool, etc. Ins. Co., 153 Mass. 63. Manu-
facturers Fire & Marine Ins. Co. v. Western Assurance Co., 145 Mass. 419.

Pioneer Life Ins. Co. v. Alliance Life Ins. Co., 374 111. 576. Stickel v. Excess

Ins. Co., 136 Ohio St. 49.

The word "reinsurance" is used with this meaning in G. L. (Ter. Ed.) c. 175,

ss. 2A and 20, as amended. Contracts of reinsurance are not subject to the

approval of the Commissioner as to form nor are they subject to his authority

to fix rates. The Legislature must be presumed to have known that there was
a difference in meaning between the words "insure" and "reinsure" and between
"insurance" and "reinsurance." It appears to have employed the words "rein-

sure" and "reinsurance" in said subdivision (c) with deliberation, and, although
they are not technically suitable to describe the relation between an individual

and an insurance company, they may not be ignored or treated as if employed
through misapprehension or mistake.

That the Legislature conceived of the "reinsurance" to which it referred as

an agreement having the characteristics of an indemnity contract is made plain

by its use in said subdivision (c) as a description of the purpose of such rein-

surance of the phrase "As a further guarantee of a self-insurer's ability to pay
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the benefits ..." Such guarantee of ability is addressed to the Common-
wealth as an assurance of the employer's financial adequacy, it indicates some-
thing furnished by the employer and not as a direct benefit to the employees
but as an assurance to the state of his ability to satisfy the obligations which
he assumed.

The Legislature in employing the phraseology of said subdivision (c) appears
to have intended that the self-insurer should procure a policy which would
inure, by way of reimbursement for losses sustained directly to him and not
directly to his employees as would the ordinary policy of workmen's compen-
sation. Used in this way the words "reinsure" and "reinsurance" have a definite

and distinct meaning and indicate the nature of the policy which the self-insurer

is to obtain to cover catastrophe hazard, as in reality a policy of indemnity but
one which the Legislature has called "reinsurance."

In construing a policy purchased by a "self-insurer" under the New York
statute, which is similar to ours in many respects but does not itself use the
word "reinsurance," to be a policy of "reinsurance," though entered into not by
two insurance companies but by an individual "self-insurer" and a company,
the court said that the policy as written was phrased in terms accurately appli-

cable only to reinsurance in the strict sense of the word as used, and further that:

"The contract between the plaintiff and the defendant is not wholly a con-
ventional contract of reinsurance because it is only by a fiction that the
plaintiff can be considered an insurer at all. The arrangement for so-called

self-insurance under the Workmen's Compensation Law is only one for an
approval of credit so that the employer may be suffered to make compensation
payments personally to his injured employees without furnishing covering
insurance either by the State fund or by an independent company. The
contract between plaintiff and defendant was one to indemnify the plaintiff

for its loss of liability (as the contract is viewed) resulting from accidental
injuries to its employees ..."

Republic Metalware Co. v. General Reinsurance Corp. (1935) 281 N. Y. S.

5— 103 A. L. R. 1485— 127 A. L. R. 181.

5. Your fifth question reads:

"If the catastrophe hazard contract is not a contract of workmen's com-
pensation insurance as referred to in General Laws, chapter 152, section 55
but if it is a contract of reinsurance, is it required to be upon a form previously

approved by the Commissioner of Insurance in view of the requirements of

section 54A and 55 of General Laws, chapter 152?"

I answer this question in the negative for the reasons already set forth.

The catastrophe hazard contract is not, as I have indicated, a poHcy of "work-
men's compensation insurance" as the quoted words are used in said section 55,

but an agreement for indemnification which is by force of the provisions of said

subdivision (c) a contract of "reinsurance." No provisions of the law require

approval of the form of "reinsurance" policies by the Commissioner,

6. Your sixth question reads

:

"The term 'catastrophe' is not defined in General Laws, chapter 152 (Work-
men's Compensation Law) or General Laws, chapter 175 (Insurance Law)
and therefore your advice and opinion are requested that we may be informed
at what point the catastrophe coverage becomes effective in the event that

your answer to either Question 4 or 5 is in the affirmative.

Is the catastrophe coverage excess insurance over and above the deposit

or surety bond or bonds required to be filed by a self-insurer with the State

Treasurer or should payments under this policy be made upon injury to one
or more persons or in cases involving excessive losses?"

In view of my answers to your fourth and fifth questions, it is unnecessary to

answer this inquiry.
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7. Your seventh question reads:

"In view of the distinction made in subdivision (b) of subsection (2) of

section 25A where the phrase 'corporate surety company authorized to do
business in this commonwealth' is used and in the workmen's compensation
law in which section 25A has been inserted by the enactment of chapter 529;
namely, sections 52, 52A, 53, 56 and 61, and in the insurance law, chapter

175, sections 9, 19B, 20, 24, 163 and 171 wherein the word 'authorized' is

used, we wish to be informed as to whether or not the phrase 'an insurance

company admitted to do business in this commonwealth' is broad enough in

its scope to include domestic insurance companies or whether it is limited in

its application to foreign insurance companies only."

The phrase as to which you inquire is found in said subdivision (c) and relates

to policies of reinsurance.

In view of my answers to the fourth and fifth questions, it is apparent that

this seventh question, since it deals with a reinsurance policy, does not relate

to any matter which is or may properly come before you, requiring action upon
your part, and for that reason I refrain from answering it.

8. Your eighth question reads

:

"General Laws, chapter 152, section 52 places the responsibility for the
approval of workmen's compensation insurance rates upon the Commissioner
of Insurance. We wish to be informed whether or not this section requires

the Commissioner to approve classifications of risks and premiums on the
single premium non-cancellable policy referred to in subdivision (a), sub-
section (2) of section 25A and on the bond and additional bond referred to
in subdivision (b) of said subsection (2) and on the catastrophe hazard policy
specified in subdivision (c) of said subsection (2)."

G. L. (Ter. Ed.) c. 152, s. 52, as amended, reads:

"Any insurance company authorized to transact business in this common-
wealth under subdivision (b) or (e) of the sixth clause of section forty-seven
of chapter one hundred and seventy-five may, except as provided in clause

(c) of section fifty-four of said chapter, insure the payment of the compen-
sation provided for by this chapter, and when any such company insures the
payment of such compensation it shall file with the commissioner of insurance
its classifications of risks and premiums relating thereto and subsequent
proposed classifications or premiums, which shall not take effect until ap-
proved by the commissioner of insurance as adequate and reasonable for

the risks to which they respectively apply; provided, that upon petition of

the company or any other party aggrieved the opinion of the commissioner
shall be subject to review by the supreme judicial court. The commissioner
may withdraw his approval."

G. L. (Ter. Ed.) c. 175, s. 47, subdivision (e), of clause Sixth, as amended,
referred to in said section 52, reads:

"to insure the payment of workmen's compensation benefits under chapter
one hundred and fifty-two."

In view of my answers to your other questions, I answer this one: (1) that
the Commissioner of Insurance is required by said section 52 to approve classi-

fications of risks and premiums on the single premium non-cancellable policy
referred to in said subdivision (a), which is a contract insuring the payment
of compensation within the meaning of G. L. (Ter. Ed.) c, 152, s. 52, as amended:
and (2) that the Commissioner has no function of approval with relation to
either the bond and additional bond referred to in subdivision (b) of subsection

(2), or of the catastrophe hazard policy specified in subdivision (c) of said sub-
section (2) since neither such bonds nor such policy is a policy of "workmen's
compensation insurance" within the meaning of G. L. (Ter. Ed.) c. 152, s. 55,
as amended.

Very truly yours,

Robert T. Bushnell,
Attorney General.
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APPENDIX D
November 19, 1943.

Hon. Robert T. Bushnell,

Attorney General,

State House,

Boston, Massachusetts

Dear Sir:

A foreign insurance company licensed to transact business in the Common-
wealth under General Laws, Chapter 175, Section 47, Clauses Fourth, Sixth
(excepting motor vehicle Mability), Seventh and Twelfth has submitted to this

Department for examination the attached policy form which is entitled, "RE-
INSURANCE CONTRACT FOR SELF INSURERS OF WORKMEN'S
COMPENSATION."

It would appear that by describing an "aggregate stop-loss" contract as a

reinsurance contract the company seeks to avoid the provisions of General
Laws, Chapter 152, Section 54A which was specifically retained in the Work-
men's Compensation Law by the Legislature because of the strong representa-

tions on the part of labor and other opponents to the enactment of Chapter 529
of the Acts of 1943. Its retenton was for the purpose of preventing the issuance

of "aggregate stop-loss" policies.

The word "reinsurance" appears to be used for the purpose of diverting

attention from the fact that in reality the contract is a direct reimbursement
contract.

The insurance company which desires to issue this form of contract to em-
ployers who have or will qualify as self-insurers under General Laws, Chapter
152 agrees to indemnify the self-insurer (designated in the policy as the Rein-

sured) against financial loss up to a certain limit but only in excess of payments
made or legal liability requiring payments above a certain designated amount.

As a typical example, it is proposed to fill in Item 8 of The Declaration Page
of the attached document by inserting figures so that in its final form Item 8
M'ill read as follows

:

Item 8. Aggregate Contract Limit $100,000.

IN EXCESS OF
Reinsured 's Retention of 75% of Normal Premium

Subject to

Reinsured's Minimum Retention of $7,500.

The losses insured by this contract are all specified under the heading "General

Conditions." A. Losses and, except for Items (5), (6) and (7), are such losses

as arise from the pajonent of workmen's compensation benefits to employees of

a self-insured person under the Massachusetts Workm.en's Compensation Law.
To state this in another way, the employer who is the policyholder, described

as the "reinsured" in this contract, would make direct payments to employees
until 75% of the premium computed at the rates estabUshed in this Common-
wealth for Workmen's Compensation Insurance is exhausted. When that

percentage of the normal premium has been expended, the insurance company
becomes responsible for payment to the employer of the amounts expended by
the employer in accordance with the provisions of the Massachusetts Work-
men's Compensation Act up to the limit of the policy.

1. In view of the coverage afforded by this type of contract, in that the

employer is held harmless for normal losses whenever the loss ratio exceeds

75% of the normal premium or the losses paid by the employer as a self-

insurer exceed $7,500 during the policy term, is this contract a policy of
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Workmen's Compensation Insurance such as is referred to in General
Laws, Chapter 152 as amended?

2. May a contract which purports to indemnify an employer who has qualified

as a self-insurer against losses over and above a certain specified previously

determined premium be legally issued in this Commonwealth if it does
not also insure the payment of all of the compensation benefits provided
for by Chapter 152?

3. The attached document is described as "REINSURANCE CONTRACT
FOR SELF INSURERS OF WORKMEN'S COMPENSATION" and
therein the employer is referred to as the "Reinsured." In view of the
provisions of General Laws, Chapter 152, Section 54A and of General
Laws, Chapter 175, Section 112 please advise us as to whether or not this

document is a contract of reinsurance or a policy which is void under
said Section 54A.

4. Paragraph F of the "General Conditions" which is entitled, "SERVICE"
appears to be an attempt to validate the so-called service company activi-

ties prohibited under Section 25D of General Laws, Chapter 152 which
was inserted by Chapter 529 of the Acts of 1943. Does Section 25D pro-

hibit the inclusion of Paragraph F in such a policy form?

5. Paragraph J of the "General Conditions" entitled, "Arbitration" appears
to impair the right of the employer to collect a loss which has been properly
adjudicated by the Industrial Accident Board by requiring the employer
to submit to arbitration proceedings. This provision may lead to the im-
pairment of rights of an employee as a result of close adjusting. May
this condition be included in a policy of this type?

Respectfully yours
,

Charles F. J. Harrington,

Commissioner of Insurance.

December 15, 1943.

No. 395

Hon. Charles F. J. Harrington,

Commissioner of Insurance,

100 Nashua Street,

Boston, Massachusetts.

Dear Sir:

You have laid before me a copy of a poUcy, entitled "Reinsurance Contract
for Self-Insurers of Workmen's Compensation," which a foreign insurance
company licensed to transact business in this Commonwealth has submitted to
you.

With relation to this pohcy you have asked my opinion upon several questions
of law.

1. Your first question is:

"In view of the coverage afforded by this type of contract, in that the
employer is held harmless for normal losses whenever the loss ratio exceeds
75% of the normal premium or the losses paid by the employer as a self-

insurer exceed $7,500 during the policy term, is this contract a policy of
Workmen's Compensation Insurance such as is referred to in General Laws,
chapter 152, as amended?"

I answer your question in the negative.
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This policy, although called a policy of "Reinsurance," is not made between
insurers, as is usually the case in reinsurance, but between an individual em-
ployer and an insurance company. By its terms it does not purport to insure

the employer against liability to his employees but as it is written it is a contract

of indemnity. The provisions of the policy read as a whole constitute an agree-

ment on the part of the insuring company to reimburse or indemnify the em-
ployer, who is stated therein to be a self-insurer under the provisions of the

Workinen's Compensation Law, for disbursements which he may make by
reason of injuries sustained by his employees over and above a certain percentage

of loss ratio or of a certain amount, and for certain payments which he may
make under the requirements of law applicable to self-insurers.

This contract is not a policy of insurance in the same sense as is the contract

issued under section 52 of said chapter 152 insuring the payment of workmen's
compensation, or as is the policy securing an employer against loss arising

under said chapter 152 with relation to "Compulsory Compensation and Self-

Insurance" provided for by section 25A, inserted in said chapter 152 by St.

1943, c. 529, § 7.

2. Your second question reads:

."May a contract which purports to indemnify an employer who has qualified

as a self-insurer against losses over and above a certain specified previously

determined premium be legally issued in this Commonwealth if it does not

also insure the payment of all of the compensation benefits provided for by

chapter 152?"

I answer this question in the negative.

G. L. (Ter: Ed.) c. 152, § 54A, reads:

"Every contract or agreement the purpose of which is to insure an em-

ployer in whole or in part against liability on account of injury or death of

an employee, other than a domestic servant or a farm laborer, shall be void

unless it also insures the payment of the compensation provided for by this

chapter. Nothing in this section shall affect any such contract or agreement

made with an employer of less than six persons. The second paragraph of

section fifty-five shall not apply in case of a contract or agreement made void

by this section."

G. L. (Ter. Ed.) c. 152, § 25A, subsection (2) (c), reads:

"As a further guarantee of a self-insurer's ability to pay the benefits pro-

vided for by this chapter to injured employees, the department may require

that a self-insurer reinsure his compensation risk against catastrophe, and

such reinsurance, when so required, shall be placed only with an insurance

company admitted to do business in this commonwealth."

In an opinion given to you under date of October 13, 1943, I stated that in

my opinion the policy which the self-insurer might be required to furnish under

said subsection (c) was an agreement of "reinsurance" having the characteristics

of an indemnity contract whose benefits inured directly to the employer and

not directly to his employees. This particular form of contract, provided for

by the Legislature in said subsection (c) to cover catastrophe hazard only, is

not required to insure the payment of all or any of the compensation benefits.

It is by necessary implication from the limited extent of required coverage

removed from the force of the provisions of said section 54A. This particular

form of contract, specifically provided for by statute as one of "reinsurance"

or indemnity, is the only contract of insurance relating to workmen's com-

pensation which is authorized by said chapter 152 to be written without insuring

the payment of the compensation benefits provided for by the chapter.

With relation to "self-insurance" the Legislature by the enactment of St.

1943, c.'529, § 7, inserting sections 25A to 25D in G. L. (Ter. Ed.) c. 152, has
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iBdicated an intention to deal comprehensively and completely with the subject
of "self-insurance." It has authorized the issuance of two forms of insurance
policies for use by the self-insurer under certain designated circumstances,
namely, by section 25A (2) (a), "a single premium non-cancellable poUcy . . .

securing him against any liability that may have arisen under this chapter,"
and by section 25A (2) (c), a poUcy of reinsurance in the nature of a contract
of indemnification which shall "reinsure his compensation risk against catastro-

phe." No other form or kind of policy is authorized to be issued for self-insurers.

The policy under consideration is neither the single premium non-cancellable
policy securing the employer against liability which may have arisen, nor is it

the policy of reinsurance insuring the employer's compensation risk against
catastrophe, provided for by said section 25A. It is another kind of policy, pro-
tecting the employer against other hazards in other ways and neither expressly
nor by implication is it authorized.

3. Your third question reads

:

"The attached document is described as 'REINSURANCE CONTRACT
FOR SELF-INSURERS OF WORKMEN'S COMPENSATION' and therein
the employer is referred to as the 'Reinsured.' In view of the provisions of
General Laws, chapter 152, section 54A, and of General Laws, chapter 175,
section 112 please advise us as to whether or not this document is a contract
of reinsurance or a policy which is void under said section 54A."

In my opinion the contract or policy referred to in your question is void
since its issuance is not authorized by said chapter 152 as I have indicated.

The manner in which the policy is written, whereby it agrees to indemnify
the employer only against losses over and above a certain specified sum or an
amount based upon a specified previously determined premium is an endeavor
to circumvent the provisions of said section 54A by furnishing the employer
with what is commonly known as an "aggregate stop loss" contract or one
which does not insure the payment of the compensation for which he may be
liable and which is provided for by said chapter 152, as required by said section
54A, but agrees to reimburse him for the payment of only a portion of such
compensation.

Such a contract falls within the condemnation of the policy considered by
the Supreme Judicial Court in Aleck's Case, 301 Mass. 404, 406, 407, for reasons
similar to those applicable to the policy dealt with in that case, and would
probably be held to be void by force of said section 54A.

Irrespective of such aspect of this policy, its issue to self-insurers is unauthor-
ized and consequently unlawful, for reasons which I have set forth in my answers
to your first two questions.

4. In Adew of my answers to your first three questions, there is no occasion
for me to answer your fourth and fifth questions with regard to the legality of

certain particular minor provisions of the policy which you have laid before me.

Very truly yours,

Robert T. Bushnell,

Attorney General.
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APPENDIX E

THE COMMONWEALTH OF MASSACHUSETTS
Department op the Attorney General

Boston

December 13, 1943.

Mrs. Emma S. Tousant,

Chairman, Department of Industrial Accidents.

Dear Madam:

The Industrial Accident Board has through you requested my opinion relative

to the effect of the amendment of G. L. (Ter. Ed.) c. 152, § 1 (4) by St. 1943, c.

529, upon four questions.

You have directed my attention to the new definition of "employee" inserted

in said chapter 152, section 1 (4), by such amendment and particularly to the
following words used in such definition: "excepting . . . persons employed by
an express company, sleeping car company, or carrier subject to Part I or Part
II of the Interstate Commerce Act, and persons employed by telephone
companies subject to the Federal Communications Act . .

."

1. Your first question reads:

"Do the quoted provisions wholly exclude the persons and emploj'^ers

referred to from all of the provisions of said chapter 529, and G. L. (Ter. Ed.)
chapter 152, which it substantially amends, so as to amount to a cession or

grant by the Commonwealth to the Federal Government, of its authority

to legislate regarding compensation and rights of action for injuries to such
persons while performing work in intrastate employment?"

I answer your first question in the affirmative.

G. L. (Ter. Ed.) c. 152, the Workmen's Compensation Act, as last amended
prior to 1943, contained in section 1 (4) a definition of the word "employee" as

used in said chapter. The effect of a definition as applied to the word "employee"
when appearing in the text of the chapter is to indicate what class or classes of

employees are subject to the provipons of the Workmen's Compensation Act.

The definition as it appeared in said section 1 (4) before the said amendment
was as follows

:

" ' Employee', every person in the service of another under any contract

of hire, express or implied, oral or written, excepting masters of and seamen
on vessels engaged in interstate or foreign commerce, and excepting one
whose employment is not in the usual course of the trade, business, profession

or occupation of his employer, but not excepting a person conclusively pre-

sumed to be an employee under section twenty-six of this chapter. Any
reference to an employee who has been injured shall, when the employee is

dead, also include his legal representatives, dependents and other persons

to whom compensation may be payable."

In construing the foregoing definition the Supreme Judicial Court in Armburg
v. Boston & Maine Railroad, 276 Mass. 418, 422, held that the Legislature had
intended to include all employees and particularly those of railroads, even
when the employees were engaged in interstate commerce, in so far as the em-
ployees at the time of injury were engaged in intrastate commerce. The court

indicated that if it had been the intent of the Legislature to exckide entirely

from the benefits of the act those whose employees were engaged in interstate

commerce, it would have been a simple matter for the Legislature to have stated

that intent. The court assumed that in so far as the emploj^ee's injury was
received while he was engaged in an activity of interstate commerce, the appli-
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cable Federal Compensation Act only would have applied and have taken
procedence over any similar state statute. The court pointed out that diffi-

culties would arise in determining whether a particular injury arose out of

intrastate or interstate commerce, but that such difficulties did not amount to

an insurmountable obstacle in the way of construing the scope of the Massa-
chusetts Workmen's Compensation Act and that as so interpreted said chapter

152 did not place a burden upon interstate commerce and was not unconstitu-

tional.

In Saunders v. Boston & Maine Railroad, 287 Mass. 56 (1934) the court

considered the case of an employee who at the time of injury was loading an
intrastate shipment upon an interstate train and held that the employee's work
was so closely related to interstate transportation "as to be practically a part

of it" and hence that the employee was within the scope of the applicable federal

statute and that accordingly his rights were not governed by the Workmen's
Compensation Act of this Commonwealth.

Said section 1 (4) as now amended by St. 1943, c. 529, in its applicable part

reads

:

" 'Employee', every person in the service of another under any contract of

hire, express or implied, oral or written, excepting masters of and seamen on
vessels engaged in interstate or foreign commerce, persons employed by an
express company, sleeping car company, or carrier subject to Part I or Part
II of the Interstate Commerce Act, and persons employed by telephone com-
panies subject to the federal communications act and excepting one whose
employment is not in the usual course of the trade, business, profession or

occupation of his employer, but not excepting a person conclusively pre-

sumed to be an employee under section twenty-six of this chapter. The
provisions of this chapter shall remain elective as to employers of the follow-

ing: — persons emplojdng six or less, or persons employed as domestic servants

and farm laborers, members of an employer's family dwelling in his house-

hold, and persons other than laborers, workmen and mechanics employed
by religious, charitable or educational institutions.

Any reference to an employee who has been injured shall, when the em-
ployee is dead, also include his legal representatives, dependents and other

persons to whom compensation may be payable."

In view of these judicial determinations it is apparent that in amending the

said definition the Legislature intended to do away with the distinction which
was so difficult to draw between injuries sustained by employees of interstate

carriers while such employees were engaged in activities of intrastate commerce
and those sustained while engaged in activities of interstate companies. This
intent is expressed in that part of the phraseology of the definition of "employee"
to which you refer, which specifically excepts from the general definition of

"employee" those persons who are "employed by an express company, sleeping

car company, or carrier subject to Part I or Part II of the Interstate Commerce
Act, and persons employed by telephone companies subject to the Federal

Communications Act."

By force of this definition all those employees described in such exception,

and their employers by implication, are excluded from the benefits and burdens
of the Massachusetts Workmen's Compensation Act, irrespective of whether
their particular work is an activity of intrastate or interstate commerce. Such
employees are of course entitled to the benefits of whatever federal acts may be

applicable to them, respectively.

2. Your second question reads

:

"If 3''0ur answer to the foregoing question is in the negative, may it be

assumed that the quoted provisions are merely declarative or cognizant of

existing Federal jurisdiction relating to the persons, carriers and telephone
companies referred to under the Federal acts mentioned?"
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Since my answer to your first question is not in the negative no answer is

required to this question.

3. Your third question reads:

"Are 'persons', referred to in the quoted provisions, who are in the general

employ of the carriers and telephone companies specified, to be deemed
'employees subject to this chapter' within the meaning of that phrase as used
in section lA of said chapter 529, while they are performing work, wholly
intrastate in nature and not within the purview of the Federal acts specified?"

I answer this question in the negative.

The phrase "employees subject to this chapter" as used in G. L. (Ter. Ed.)

c. 152, § 1 (5), as amended by St. 1943, c. 529, § lA, to which you refer in your
letter, occurs in the definition of "employer" inserted in said section 1 (5) by
said section lA, and reads:

" 'Employer', an individual, partnership, association, corporation or other

legal entity, including the legal representatives of a deceased employer, or

the receiver or trustee of an individual, partnership, association, or corporation

or other legal entity, employing employees subject to this chapter."

As I have indicated in my answer to your first question, the intent of the

Legislature in enacting the amended section 1 (4) of chapter 152 was by definition

of the word "employee" to exclude from the meaning to be given to that word
as used in chapter 152 the employees of the express companies, sleeping car

companies, or carrier subject to Part I or Part II of the Interstate Commerce
Act, and persons employed by telephone companies subject to the Federal

Communications Act, without regard to whether the employee was engaged in

an activity or activities in intrastate commerce. The phraseology employed
by the Legislature embraces within the exception all employees of the desig-

nated employers irrespective not only of whether they received injuries while

engaged in intrastate commerce but irrespective of whether the work which
they performed in their respective employments was in intrastate or in inter-

state commerce, and irrespective of whether such work was itself within the

purview of Federal Acts.

4, Your fourth question reads

:

"If your answer to the foregoing question is in the afiirmative, may it be

assumed that the employers of such employees are compelled to provide for

payment of compensation under section 7 of said chapter 529, subject to

penalty under said section, subject to loss of defenses under section 9A and
10 of said chapter, and required to report accidents in accordance with G. L.

(Ter. Ed.) c. 152, §19, as amended?"

Since my answer to your third question was not in the affirmative no answer

to your fourth question is required.

Very truly yours,

ROBEKT T. BUSHNELL,

Attorney General.
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APPENDIX F

September 27, 1943.

Hon. Robert T. Bushnell,

Attorney General,

State House,

Boston, Massachusetts

Dear Sir:

In Re: ASSIGNMENT OF REJECTED RISKS AND POOLING WORK-
MEN'S COMPENSATION INSURANCE

Your advice and opinion are respectfully requested on the following questions

which have arisen in connection with the assignment of rejected risks and pooUng
of workmen's compensation insurance under the provisions of General Laws,
Chapter 152, Section 65A to M inclusive

:

1. Is it necessary that a new assignment of a risk be made under General
Laws, Chapter 152, Section 65A whenever there is a change in the set-up

of the employer's organization; that is, if an employer should change
from an individual to a partnership or a corporation or vice versa?

2. If an insured employer changes over his organization as described in

Question No. 1 but continues to carry on the same type of business at the
same location after such reorganization occurs, may his existing policy

be endorsed to include the new organization and thereby be continued in

force under the original assignment or should the entity resulting from the
reorganization be treated as a new employer whose risk has been subject

to a new assigimaent and whose previous coverage must be cancelled and
rewritten as a new risk?

3. If the answer to Question No. 2 is that the entity resulting from the re-

organization must be treated as a new employer and be subject to a new
assignment, is it necessary that an insurance company, which assumes
coverage of such an employer on its own account voluntarily, reimburse
the pool, by which a previous policy or pohcies of the employer whose
organization has been readjusted were reinsured, in the amount specified

in General Laws, Chapter 152, Section 65F?

4. Is it necessary in order that the statute be complied with that there be a
certification to the Commissioner of Insurance that the employer is entitled

to workmen's compensation insurance at the termination of each pohcy
and at least annually before the Commissioner reassign the risk or, to
state this question differently, may a risk be automatically assigned or
is it necessary that the Department of Industrial Accidents certify to
the Commissioner that the employer is entitled to workmen's compensation
insurance before any reassignment may be made?

5. May an "assigned risk" which has been renewed be renewed as of the
anniversary date of the pohcy even though the risk has not been formally
assigned until a later date?

Respectfully yours,

Chables F. J. Harrington,

Commissioner of Insurance .
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THE COMMONWEALTH OF MASSACHUSETTS
Department of the Attorney General

Boston

October 5, 1943.

Hon. Charles F. J. Harrington,

Commissioner of Insurance,

100 Nashua Street,

Boston, Massachusetts

Dear Mr. Harrington:

You have asked me several questions as to the assignment of rejected risks

and pooling of workmen's compensation insurance under the provisions of G. L.

(Ter. Ed.) c. 152, §§ 65A to 65M, inclusive.

Sections 65A to 65M, inclusive, were inserted in the Workmen's Compensation
Act, chapter 152, of the General Laws by St. 1939, c. 489, under the caption

"Assignment of Rejected Risks and Pooling." The purpose of these sections,

as was indicated by the title of said chapter 489, was to provide "for the equitable

distribution of rejected risks among insurers of workmen's compensation, and
the poohng of losses in connection with such risks."

This purpose is effected by provisions of the sections whereby the Commis-
sioner of Insurance under certain conditions is authorized to designate an insurer

for an employer whose application for workmen's compensation insurance has
been rejected by two insurance companies. The company so designated as

an insurer of a risk is thereupon required to issue a policy to the employer upon
the payment of the premium therefor. The Commissioner is required to dis-

tribute rejected risks among insurers equitably in accordance with a formula

set forth in said section 65A. The losses incurred under policies so assigned are

required to be equitably distributed annually among all insurers transacting

this type of insurance in the Commonwealth through two separate reinsurance

pools, one composed of stock companies and the other made up of non-stock

companies. Any insurer may voluntarily provide insurance, at the termination

of any policy period, to an employer whose insurance has been previously as-

signed, but when so doing such insurer shall pay into the appropriate pool an
amount equal to any excess of losses incurred over the premiums collected on
account of the policy during the entire period when the employer was insured

as an assigned risk. Each pool is authorized to adopt and amend rules and
regulations, subject to approval by the Commissioner of Insurance, consistent

with law, which may include regulations for subsequent adjustment of pay-

ments originally made on behalf of assigned risks on the basis of estimated

losses incurred.

1. Your first question reads

:

'Ts it necessary that a new assignment of a risk be made under General

Laws, chapter 152, section 65A, whenever there is a change in the set-up of

the employer's organization; that is, if an employer should change from an

individual to a partnership or a corporation or vice versa?"

I am of the opinion that whenever there is a change in the character of an

employer such as is indicated in your question, whereby a new entity becomes
the employer in place of one previously insured and assigned to a pool, there

must be a fresh assignment of the new employer to an insurer designated by the

Commissioner if the risk is to be insured thereafter as one of the "assigned

policies" under the terms of 65A.
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2. Your second question reads

:

"If an insured employer changes over his organization as described in

Question No. 1 but continues to carry on the same type of business at the
same location after such reorganization occurs, may his existing policy be
endorsed to include the new organization and thereby be continued in force

under the original assignment or should the entity resulting from the reorgani-
zation be treated as a new employer whose risk has been subject to a new
assignment and whose previous coverage must be cancelled and rewritten
as a new risk?"

I am of the opinion that, irrespective of the continuance of an employer's
business without change of type or location, if, as I have previously stated,

there is a change in the character of an employer such as is indicated in your
first and second questions whereby a new entity becomes the employer in place
of one previously insured by an insurer pursuant to a designation by the Com-
missioner, there must be a fresh assignment to an insurer designated by the
Commissioner if the risk is to be insured thereafter as one of the "assigned
policies" under the terms of said section 65A.

A change of an employer, such as you refer to in these two questions, from an
individual to a corporation, or from an individual to a partnership, or from a
partnership to a corporation, or vice versa, is of such a nature as to substitute
a new employer for an old.

The entity resulting from such a change is new and distinct from the preceding
one and, irrespective of a lack of change in the character of the business carried

on by the newer entity from that maintained by the older, the change results

in a termination of the relations between an employer and his employees, and
the substitution of a new relationship between a new employer and the employee.

This being so, the new entity is in fact and law a new employer for whom a
new assignment, if necessary, must be made by the Commissioner to an insurer

designated by him. No provision is made in the said sections for continuing
the existing policy in force by endorsement or otherwise so as to provide a con-
tinuing coverage for the new employer who came into being by reason of a
change in the nature of the organization originally insured. No such phraseology
is to be found in the sections indicating by implication an intent upon the part
of the Legislature to provide for a continuation of an existing policy after such
a change in the nature of the insured, as is referred to in your questions.

"No intent can be read into a statute which is not there either in plain
words or by fair implication . . . the words used (in a statute) . . . cannot
be stretched beyond their reasonable import to accomplish a result not ex-

pressed."

Bergeron, Petitioner, 220 Mass. 472, 475.

If the insurer of the old employer, either by acceptance of an assignment of

the policy from the old to the new emploj'-er or by an endorsement of the policy
or by issuing aouew policy, elects to act as an insurer of the new employer no
action on the part of the Commissioner is required. The insurer furnishes
insurance to the new employer, the latter 's first coverage. The new employer
has never been rejected as a risk by any company and consequently the pro-
visions of said section 65A with relation to the assignment and pooling of "re-

jected risks" have no application to it nor to its insurer.

3. Your third question reads:

"If the answer to question No. 2 is that the entity resulting from the re-

organization must be treated as a new employer and be subject to a new
assignment, is it necessary that an insurance company which assumes coverage
of such an employer on its own account voluntarily, reimburse the pool, by
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which a previous policy or policies of the employer whose organization has
been readjusted were reinsured, in the amount specified in General Laws,
chapter 152, section 65F?"

I answer this question in the negative.

Said section 65F reads

:

"At the termination of any workmen's compensation insurance policy

issued to an employer whose insurance has been assigned to an insurer under
section sixty-five A, any insurer may voluntarily provide such insurance for

such employer on its own behalf, but such insurer shall pay into the pool by
which such policy or policies of such employer were reinsured an amount
equal to any excess of losses incurred over the premiums collected on account
of such policy or policies during the entire period of insurance as an assigned

employer."

Since an insured, by reason of a reorganization such as you have described
in your first two questions, becomes, as I have already stated, a new entity in

such a sense that it is to be regarded as a new employer, one who has never
been rejected by any company and one whose insurance has never been "as-

signed," it is plain that the new entity does not come within the phraseology of

section 65 F of said chapter 152 so as to be within the description in said section

65F of "an employer whose insurance has been assigned to an insurer." It is

only with regard to such an assigned employer, described in section 65F, that

the further provisions of that section, requiring payment from a voluntary
insurer to a pool to reimburse it for losses incurred over premiums collected on
account of policies of an "assigned employer," are applicable.

4. Your fourth question reads:

"Is it necessary in order that the statute be complied with that there be
a certification to the Commissioner of Insurance that the employer is entitled

to workmen's compensation insurance at the termination of each policy and
at least annually before the Commissioner reassign the risk or, to state this

question differently, may a risk be automatically assigned or is it necessary

that the Department of Industrial Accidents certify to the Commissioner
that the employer is entitled to workmen's compensation insurance before

any reassignment may be made?"

In answer to this question I advise you that I am of the opinion that a risk

may not be "automatically" assigned, but that the Department of Industrial

Accidents is to certify to the Commissioner that an employer is entitled to

workmen's compensation insurance before any reassignment may be made.

Said section 65A provides for the manner in which assignments of employers
by the Commissioner to insurers for the purpose of securing policies of workmen's
compensation insurance are to be made, and it prescribes the prerequisite con-

ditions which are to be complied with before the Commissioner can make assign-

ments. Its provisions are specific and appear to cover the subject matter. No
exceptions to the requirements for assignment are set forth therein and none
appear to arise by impUcation from any provisions of said sections 65A to 65M.

5. Your fifth question reads

:

"May an 'assigned risk' which has beeh renewed be renewed as of the

anniversary date of the policy even though the risk has not been formally

assigned until a later date?"

I answer your question in the negative.

Said section 65A provides that a policy of insurance shall be issued to a previ-

ously rejected employer only after an assignment has been made by the Com-
missioner and upon receipt of the payment of the premium therefor. This

section provides a mode of renewal only by designation and issuance of the
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policy after such designation. It does not provide for coverage under such
designation and issuance to be given for a period 'prior to designation and issuance.

However convenient for the insured or insurer a dating back of the coverage

of the pohcy to its anniversary date might be, no such practice is authorized

specifically by statute nor is there any language therein employed which would
indicate by implication an authorization for such a practice.

Very truly yours,

Robert T. Bushnell,

Attorney General.

APPENDIX G
THE COMMONWEALTH OF MASSACHUSETTS

By His Excellency Leverett Saltonstall, Governor

EXECUTIVE ORDER NO. 21.

Whereas, the conservation of gasoline, rubber and motor vehicles has become
extremely important to the successful prosecution of the war; and

Whereas, many privately owned motor vehicles used for the carriage of one

or more persons to and from their places of employment can be utihzed for the

carriage of additional persons to and from, or near, their places of employment;
and

Whereas, many owners of motor vehicles who would otherwise be wiUing to

transport their fellow workers and others to and from their places of employ-
ment are deterred from so doing by the provisions of certain existing laws relating

to jitneys, taxicabs and motor vehicle insurance; and

Whereas, the failure to utihze fully the carrying capacity of said motor ve-

hicles for the transportation of additional persons to and from, or near, their

places of employment results in an unnecessary waste of gasoUne, rubber and
motor vehicles; and

Whereas, the insurance companies issuing motor vehicle liability insurance

pohcies in this Commonwealth have expressed their desire to afford insurance

coverage in addition to that provided for by outstanding policies, without
charging additional premiums for such added coverage ; and

Whereas, the goverimient of the United States, acting through the Navy
Department, the Ofl&ce of Defense Transportation and other agencies, has
requested that action be taken to encourage the use of the fuU carrying capacity

of vehicles used for the transportation of persons to and from their places of

employment

:

Now, Therefore, I, Leverett Saltonstall, Governor of the Common-
wealth of Massachusetts, acting under the provisions of Acts of 1941, chapter

719, Acts of 1942, chapter 13, and all other authority vested in me, do hereby
issue this order as a measure necessary and expedient for meeting the supreme
emergency of the existing state of war between the United States and certain

foreign countries.

1 . During the continuance of the existing state of war, a motor vehicle regis-

tered for purposes other than carrying persons for hire may be operated and
used as a "Workmen's Livery Automobile," as hereinafter defined, without
being specially registered therefor and without the payment of any additional

registration fee on account thereof.
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2. Operation or use of a motor vehicle as a Workmen's Livery Automobile
pursuant to the foregoing paragraph shall not be subject to the provisions of

General Laws (Ter. Ed.) chapter 159A or to the provisions of any other law
or regulation applicable solely to the operation or use of motor vehicles as taxi-

cabs, jitneys or other vehicles used for carrying passengers for hire.

3. The term "Workmen's Livery Automobile" is hereby defined for purposes
of this order as a motor vehicle of the private passenger or station car type
(Beverly body or beach wagon), the designed seating capacity of which does
not exceed seven persons excluding the operator, and used by the owner, or by
any person operating said motor vehicle with the express or impUed consent of

the owner, for transportation of the owner or such operator, as the case may
be, to or from a place of employment and at the same time used to carry fellow

employees or others to or from, or near, their place of employment, whether for

compensation or otherwise.

A Workmen's Livery Automobile as herein defined shall not include any
motor vehicle

(a) operated for hire from a stand, hotel, station, dock or place of public resort;

(b) operated as a bus or on a schedule along a regular route;

(c) used for trips at fares determined by zone or taximeter;

(d) carrying any sign that such motor vehicle is for public hire ; or

(e) operated as a private livery automobile.

4. The Commissioner of Insurance, hereinafter referred to as the Commis-
sioner, is hereby authorized and empowered to permit the insurance companies
lawfully issuing motor vehicle liability insurance policies in the Commonwealth
to extend, without charging additional premiums therefor, the insurance coverage

afforded by policies issued pursuant to the requirements of the compulsory motor
vehicle insurance law, so called, in order that the coverage as extended will

provide insurance protection with respect to any or all aspects of the operation

of motor vehicles as Workmen's Livery Automobiles, pursuant to this order.

Such permission shall not be granted by the Commissioner unless identical

extensions are made with respect to all such policies by all of said insurance

companies. The method or form by which such extensions are made operative

shall be subject to the approval of the Commissioner.

5. In the event that motor vehicle insurance coverage shall be extended

pursuant to paragraph 4 above, the Commissioner shall be authorized to permit

the said insurance companies to refund portions of premiums paid by the holders

of existing policies who have paid for coverage of the type provided by such

extensions. Such refunds shall not be authorized by the Commissioner unless

identical refunds are made with respect to all such policies by all of said insurance

companies. Refunds shall be made pursuant hereto in such manner and amounts
as may be approved by the Commissioner, and it shall be lawful for policy-

holders to receive and accept said refunds.

6. Any action taken in conformity with the provisions of this order shall be

lawful, notwithstanding any other provision of law to the contrary.

GIVEN at the Executive Chamber in Boston, this tenth day of

June in the year of our Lord one thousand nine hundred and
forty-two, and of the Independence of the United States of

America, the one hundred and sixty-sixth.

LEVERETT SALTONSTALL.
By His Excellency the Governor,

Fredbeick W. Cook,

Secretary of the Commonwealth.

GOD SAVE THE COMMONWEALTH OF MASSACHUSETTS
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APPENDIX H

THE COMMONWEALTH OF MASSACHUSETTS

By His Excellency Leverett Saltonstall, Governor

EXECUTIVE ORDER NO. 48.

Whereas, the conservation of gasoline, rubber and motor vehicles has become
essential to the successful prosecution of the war; and

Whereas, many privately owned motor vehicles used for the carriage of their

owners can be utilized for the carriage of additional persons; and

Whereas, many owners of motor vehicles who would otherwise be willing to

transport such additional persons may be deterred from so doing by the pro-

visions of certain existing laws relative to the operation of motor vehicles for

hire; and

Whereas, the failure to utilize the carrying capacity of said motor vehicles for

the transportation of additional persons results in a failure to fully utilize gaso-

line, rubber and motor vehicles; and

Whereas, the Government of the United States, acting through the Office of

Price Administration and various other agencies, has requested that action be

taken to encourage the use of the full carrying capacity of all motor vehicles

:

Now, therefore, I, Leverett Saltonstall, Governor of the Commonwealth
of Massachusetts, acting under the provisions of Acts of 1941, chapter 719, Acts

of 1942, chapter 13, and all other authority vested in me, do hereby issue this

order as a measure necessary and expedient for meeting the supreme emergency
of the existing state of war between the United States and certain foreign coun-

tries.

1

.

During the continuance' of the existing state of war a motor vehicle regis-

tered for purposes other than carrying persons for hire may be used as a ride-

sharing automobile, as hereinafter defined, without being specially registered

therefor and without the payment of an additional fee on account thereof.

2. The operation or use of a motor vehicle as a ride-sharing automobile
pursuant to the foregoing paragraph shall not be subject to the provisions of

General Laws (Ter. Ed.), chapter 159A, or to the provisions of any other law
or regulation applicable solely to the operation or use of motor vehicles as taxi-

cabs, jitneys or other vehicles used for carrying passengers for hire.

3. The term "ride-sharing automobile" is hereby defined for the purpose of

this order as a motor vehicle used by the owner, or any person operating said

motor vehicle with the express or implied consent of the owner, for the trans-

portation of other persons, whether for compensation or otherwise.

A ride-sharing automobile as herein defined shall not include any motor
vehicle—

(a) Operated for hire from a stand, hotel, station, dock or place of public resort.

(b) Operated as a bus or on schedule along a regular route.

(c) Operated at fares determined by zones or taximeter.

(d) Carrying any sign that such motor vehicle is for hire.

(e) Operated as a private livery automobile.

(f) Operated regularly in the business of carrying persons for hire.
'
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4. A motor vehicle operated as a ride-sharing automobile in accordance with
this order shall not be deemed to be a motor vehicle "registered as a taxicab or

otherwise for carrying passengers for hire" under the provisions of the paragraph
defining "guest occupant" or "guest occupant of such motor vehicle," inserted

in General Laws (Ter. Ed.), chapter 90, section 34A, by Acts of 1935, chapter

459, section 1.

5. This order shall not be deemed to repeal, modify, amend or alter in any
manner the provisions of Executive Order No. 21, promulgated on June 9, 1942.

GIVEN at the Executive Chamber in Boston, this fifth day of

January, in the year of our Lord one thousand nine hundred
and forty-three, and of the Independence of the United States

of America, the one hundred and sixty-seventh.

LEVERETT SALTONSTALL.

By His Excellency the Governor,

Feederick W. Cook,

Secretary of the Commonwealth.

GOD SAVE THE COMMONWEALTH OF MASSACHUSETTS
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Table G.—Exhibit of Policies in Force
Classified as to Ordinary,

COMPANY AND KIND
OF INSURANCE



Part II

Dec. 31, 1943 (Paid-for Business)
Industrial and Group Insurance.

27

Inckbases
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Table G.—Exhibit op Policies in Force

COMPANY AND KIND
OF INSURANCE



Part II

Dec. 31, 1943 (Paid-por Business)—Continued

29

Ince
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE



Pakt II

Dec. 31, 1943 (Paid-for Business)—Continued

31

Increasbs
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE



Part II

Dec. 31, 1943 (Paid-for Business)—Continued

33

Incheases
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE

In Force Dec. 31,
1942

No. Amount

l^w Issues

No. Amount

Revivals

No. Amount

Ordinary Business—Con.
Companies of Other States—Con.

North American:

—

Whole life ....
Endowment ....
All other ....
Reversionary additions .



Part II

Dec. 31, 1942 (Paid-for Business)—Continued

35

Increases
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE



Part II

Dec. 31, 1943 (Paid-for Business)—Continued

37

Increases
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Table G.—Exhibit op Policies in Force



Part II

Dec. 31, 1943 (Paid-foe Business)—Continued

39

Increases
Transfers,
Additions

TRANSrBRS,
Deductions Terminations

In Force Dec. 31,
1943

No. Amount No. Amount No. Amount No. No. Amount
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Table G-2,—Exhibit and Classification of Annuities and Supplementary

NAME OF COMPANY



PabtII

CoNTEACTs Involving Life Contingencies (Paid-fok Business)

41

Other Net
Changes



42 P.D. 9

Table G-2.—Exhibit and Classification of Annuities and Supplementary

NAME OF COMPANY
AND



Part II

Contracts Involving Life Contingencies (Paid-for Business)—Continued

43

Other Net
Changes
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Table G-2.—Exhibit and Classification of Annuities and Supplementary

NAME OF COMPANY
AND

kind of annuity



Part II

Contracts Involving Life Contingencies (Paid-for Business)—Continued

45

Othbb Net
Changes
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Table G-2.—Exhibit and Classification op Annuities and Supplementabt

name of company
and

kind of annuity



Part II 47

Contracts Involving Life Contingencies (Paid-for Business)—Continued

Other Net
Changes
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Table G-2.—Exhibit and Classification op Annuities and Supplementaky

NAME OF COMPANY
AND

KIND OF ANNUITY



PaktII

CoNTEACTS Involving Life Contingencies (Paid-for Business)—Concluded

49

Other Net
Changes
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Table M-1,—Sources of Increases and Decreases
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Table M-1.—Sources of Increases and Decreases
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IN Surplus for the Year ending Dec. 31, 1943—Continued

Net Profit

from
Investment

Dividends
to

Policyholders

Dividends
to

Stockholders

Increase

in

General
Contingency
Reserves

Increase

or •

Decrease
from Other
Sources

Surplus
December
31,1942

Increase
in

Surplus

Surplus
December
31,1943

$30,402
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Table M-2.—Analysis op Increase in Reserve
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Contributory Retirement Systems in Effect on December 31, 1943

Table I.

—

Assets and Liabilities—December 31, 1943
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Table I.

—

Assets and Liabilities—December 31, 1943—Continued
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Table II.

—

Total Incomes—December 31, 1943—Continued

Name of
Retirement System

Annuity
Deposits

Pension
Accumulation

Interest

Deficiency

Expense
Fund Interest

73

All Other Total

Cities and Towns—Con

Cambridge
Chicopee
Clinton
Concord
Danvers
Dedham
Easthampton
Fairhaven
Fall River
Falmouth
Foxboro
Framingham
Gardner
Gloucester
Greenfield

Haverhill
Hingham
Holyoke
Hudson
Hull .

Lawrence
Leominster
Lexington
Lowell .

Lynn
Maiden
Manchester
Marlborough
Marblehead
Maynard
Melrose
Methuen
Milford
Milton .

Montague
Turners Falls

Natick .

Needham
New Bedford
Newburyport
North Adams
Northampton
North Andover
North Attleboro
Northbridge
Norwood
Peabody
Pittsfield

Plymouth
Reading
Revere .

Rockport
Salem .

So. Essex Sewerage
Salem-Beverly Water

Supply Board
Saugus .

Shrewsbury .

Somerset
Southbridge .

South Essex Sewerage
Salem-Beverly Water
Supply Boird

South Hadley
Springfield

Stoneham
Swampscott .

Taunton
Turners Falls

Wakefield .

Waltham
Watertown
Webster
Wellesley
Westfield
West Springfield

Weymouth
Winchester
Winthrop
Woburn

Totals .

149,166
24,774
5,352

7,199

7,500

6,177

6,962
2,162

43,490
4,156

See Norfolk County
10,235

8,351

10,216
11,531

21,186

9,753

25,720

$77,526
30,678

8,052

12,016

11,746

9,526

10,980

7,867

116,802

6,779

16,666

12,877
24,445
18,073

37,899

13,080
39,110

See Middlesex County
9,002

52,472

13,751

7,643

33,313

47,478
22,367

See Essex County
8,286

14,391

3,102
12,765

9,079
7,037

10,522
2,727
339

7,822
11,801

47,860
7,372

8,518
14,038

See Essex County
5,836
2,307

13,164

13,347

21,618
9,118

10,121

13,260

See Essex County
18,714

1,582

13,005
79,749

19,454
13,467

54,667
71,994

34,272

13,027

20,984
5,623

23,545
13,493

11,269

16,975

3,270

11,902
21

149,457

18,149
14,479

19,910

9,795

4,229
20,338
23,942
32,177
20,853
17,517
19,503

32,801
2,642

219 —

6,475 9,198

6,691 9,934

See Bristol County
6,403 8,211

See Salem

See Salem
See Hampshire

85,356

6,588
8,364

28,834
See Montague

12,639

11,829

18,697
6,272

13,788

13,983

7,270
15,684
10,323

7,704
4,052

County
150,638

8,911

12,257

46,166

21,684
19,155

32,818
9,457

26,230
19,962
10,963

24,545
19,340

11,385
7,307

$2,463

6

261

314
110

253

218

380

602

193

112

323
439
60
3

476
19,731

464

384

112

177
691

710
5

401
126

246

413

557
278

631
1,900

284

$997
1,585
386
700
650
260
350
330

3,520

400
430
500

1,650

1,350
485

1,628

600
1,819
550
455

2,629
1,709

1,300

1,500
1,145
300
375
350
300
889
300

100
225

2,532
600
500
516

300
50

600
1,000
675
470
300
550

1,609

280

401
300

7,368
513
873

1,700

774
2,325

1,500
900
500

1,398
637
583

1,084

449
250

$14,786
5,193

1,161

656
1,911

1,537

1,047
414

6,737

343

2,464
1,445

2,362

2,456
7,704

2,220

4,191

1,240

11,675

3,789

1,740

6,184
13,510

3,427

2,139

3,874
163

4,920
3,501

1,157

2,872

140

1,533

3,855

6,242
1,075

1,486

2,296

447
3,272

3,285
4,378

1,244

2,118
125

2,705

1,442

600

381

18,271

1,771

1,038

8,293

2,438

2,498
8,454

1,840
2,310

2,482
2,318
5,078

2,451

1,374

1,728

233
153

428
248

3,516

479
504

1,517
304

4,222
559
934

3

5,551

825

1,113

1,622

233
2,595

1,025
200

2,027
447
400
829
429

349
270

10,384

1,053

90
2

553
25,900

1,536

1,006
545

2,806

1

1,934
128

2,579
136
258

2,223

2
80

1,106

$145,034
62,463
15,110

20,822
22,303

17,748
19,653

10,883
174,065
11,579

30,244
23,860
39,040
34,014
72,361

26,315
71,583

24,230
151,266

38,369
23,907
97,906
136,313

62,447

25,185
42,989
9,300

42,487
27,448
20,286
31,697

6,497
342

21,833

37,660
206,538
28,060
25,812
37,573

17,258

7,303

47,758

42,627
58,938
31,864
31,300
59,338

58,075
4,509

219
17,917

17,651

16,707

262,639
18,328
23,025

87,799

38,092
36,086
63,403
18,597

46,038
39,861
21,446
48,113

33,484
20,992
14,443

$1,108,404 $1,890,797 $38,147 $67,571 $245,164 $90,909 ;,440,992
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Contributory Retirement Systems in Effect on December 31, 1943

Table III.

—

Disbursements—December 31, 1943
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Table III.

—

Disbursements December 31, 1943—Continued

Name of
Retikembnt System

Ordinary
Annuity Pension ' and Accidental Adminis-
Payments Payments Refunds. Accidental Death trative All Other Total

Disability Benefits Expenses

Norwood .
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Table IV.

—

Active Membership Exhibit—December 31, 1943—Continued

Name of
Retikement System

Membership Enrolled
Dec. 31, 1942 During 1943

Terminations

Deaths
With-
drawals Pensions Total

Ciiies and Towns—Con.
Brockton .... 328 25
Cambridge ... 510 110
Chicopee .... 265 33
Clinton .... 72 15
Concord .... 112 15
Danvers .... 122 9
Dedham .... 77 41
Easthampton ... 99 6
Fairhaven ... 34 3
Fall River .... 558 50
Falmouth .... 56 7
Foxboro .... See Norfolk County
Framingham ... 141 13

Gardner .... 125 26
Gloucester ... 180 10
Greenfield .... 182 23
Haverhill .... 385 32
Hingham .... 112 25
Holyoke .... 302 69
Hudson .... See Middlesex County
Hull 129
Lawrence .... 725
Leominster . . . 204
Lexington . . . . 116
Lowell .... 408
Lynn .... 566
Maiden .... 260
Manchester . . . See Essex County
Marlborough . . . 149
Marblehead ... 156
Maynard .... 62
Meh-ose .... 200
Methuen .... 106
Milford .... 133
Milton .... 148
Montague ... 29

Turners Falls Fire District

Natick .... 89
Needham .... 208
New Bedford ... 631
Newburyport . . . 137
North Adams . . . 118
Northampton ... 173
North Andover . . . See Essex County
North Attieborough . . 84
Northbridge ... 23

Norwood .... 156
Peabody .... 217
Pittsfield .... 305
Plymouth .... 156
Reading .... 151

Revere .... 152
Rockport .... See Essex County
Salem .... 323

South Essex Sewerage . 21
Salem-Beverly Water Supply

Saugus .... 65
Shrewsbury ... 82
Somerset .... See Bristol County
Southbridge ... 71 21
South Essex Sewerage . . See Salem
Salem-Beverly Water Supply
Board .... See Salem

South Hadley . . . See Hampshire County
Springfield . . . 1,062 107
Stoneham .... 113 22
Swampscott ... 98 15
Taunton .... ^ 381 27
Turners Fails Fire District . See Montague
Wakefield .... 171 19

Waltham .... 210 34
Watertown ... 259 29
Webster .... 82 6

Wellesley ... 205 28
Westfield .... 174 19

West Springfield . . 79 12
Weymouth ... 236 24
Winchester ... 162 19

Winthrop .... 137 21
Woburn .... 54 7

Totals . . . 15,019 1,878 104 283

329
567
279
79
108
118
106
98
34
562
53

142
142

167
185
352
127
340

125

718
217
103
450
591
276

154
154
65
193

117
134
148
33
3
90
192
656
134
114
181

27
156
216
292
160
143

154

332
20
11

94
73

06
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Contributory Retirement Systems in Effect on December 31, 1943

Table V.

—

Retired Membership Exhibit—December 31, 1943

Name of
Retirement Beneficiaries

_ „ Membership Super- Ordinary Accidental from
Ketirembnt bTSTBM Dec. 31, 1942 annuation Disability Disability Accidental

Deaths
Total

Total

Membership
Deaths of Pensioners

Dec. 31, 1943

Counties
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Table V.

—

Retired Membership Exhibit—December 31, 1943—Continued

Name of
Retieemekt System

Retirements Beneficiaries

Membership Super- Ordinary

Dec. 31, 1942 annuation Disability

Accidental

Disability

from
Accidental

Deaths
Total Deaths

Total

Membership
of Pensioners
Dec. 31, 1943

Cities and Towns Con.
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Table X.

—

Massachusetts Workmen's Compensation Experience on
1940, 1941 AND 1942 for all Classifications under the Scale



Pakt II

Policies Issued by the Insurance Carriers during Calendar Years
OF Benefits and Premium Rates for those Years respectively
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Table Y.—Massachusetts Workmen's Compensation Experience on Policies
THE Principal Classifications under the Scale of Benefits and Premium

classification of risks
Code
Num-
ber

Audited Payrolls

Policies
Issued
1940

Policies
Issued
1941

Policies
Issued
1942

Abrasive Wheel Mfg. ....
Arms Mfg.—small arms ....
Automobile Accessories—Service Stations
Automobile Bus, Livery or Taxicab Companies:
Garage Employees.....
All Other Emp'loyees ....

Automobile Garages or Repair Shops:
Automobile Salesmen
All Other Employees

Baby Carriage Mfg. .

Bakeries ....
Boiler Installation or Repair
Boilermaking
Bookbinding
Boot or Shoe Machinery Mfg.
Boot or Shoe Mfg.
Bottle, Rubber or Paper Stock or Rag Dealers
Bottling—n.o.c.
Bowling Alleys .

Box Mfg.—folding paper boxes
Box Mfg.—solid paper boxes
Box or Box Shooks Mfg.
Braid or Fringe Mfg.
Brass or Copper Goods Mfg.
Breweries—including bottling
Brick or Clay Products Mfg.
Brush or Broom Mfg.
Buildings—n.o.c.—operation
Button or Fastener Mfg.

Cable Insulation—no wire drawing
Carpentry:

Interior Finish
Military Cantonments
Not Otherwise Classified
Private Residences

Carpet or Rug Mfg. .

Cement Work—floors, sidewalks

Chauffeurs—commercial
Chocolate or Cocoa Mfg.
Cleaning or Dyeing

Clerical Office Employees
Clothing Mfg. .

Cloth Printing .

Clubs—country, golf, etc.
Clubs—n.o.c.

Coal Merchants

.

Colleges or Schools:
Professional Employees
All Other Employees

Composition Goods Mfg.—plastic

Concrete Construction—n.o.c.
Confectionery Mfg.—excluding Chocolate Mfg.
Cordage, Rope or Twine Mfg.—n.o.c. .

Corrugated or Fibre Board Containers Mfg.

Cotton Spinning and Weaving
Cracker Mfg. ......
Cutlery Mfg.-—n.o.c. .....
Drug, Medicine or Pharmaceutical Preparations Mfg.

Electric Light or Power Cos.—operation

Electric Power or Transmission Equipment Mfg.
Electrical Apparatus Mfg.—n.o.c.
Electrical Wiring—installation
Excavation—n.o.c. .....
Eyelet Mfg

1748
3200
8387

8385
7382

8748
8391

3865
2003
3726
3620
4307
3558
2660
8264
2157
9090
4243
4240
2759
2387
3315
2121
4021
2835
9015
3131

4470

5437
9800
5403
5645
2402
5200

7380
2042
2586

8810
2501
2417
9060
9061

8233

9101
4484

5213
2041
2352
4244

2222
2001
3122

4611

7539

3643
3179
5190
6217
3270

$6,358,878
3,282,889
5,760,618

1,778,917
5,714,631

6,577,308
12,145,477

1,694,752
14,260,465

515,237
776,061

2,772,136
7,248,685

45,813,328
646,007

2,366,329
869,701

1,254,520
2,513,330
1,552,562
1,351,467
1,7.53,157
2,142,494
514,109

1,215,721
14,416,861
1,526,885

3,752,182

1,613,983
13,244,482
2,970,327
9,669,070
2,066,881
1,592,770

12,100,409
1,238,392
3,388,289

241,544,375
39,580,897
9,339,693
2,030,665
2,191,484

4,479,203

20,448,419
8,043,231
2,842,432

4,317,357
5,271,190
1,585,884
1,753,950

29,081,077
1,517,163
1,494,089

1,958,986

14,463,107

41,781,398
1,115,448
4,778,263
5,020,408
2,365,931

SI 1,035,215
5,406,682
6,001,526

1,986,849
6,576,692

5,997,493
13,093,403

1,997,276
15,714,073

726,060
1,211,936
3,426,522
10,710,008
58,176,157

843,570
3,165,348
1,213,071
1,452,272
3,172,894
2,233,774
2,123,050
2,404,313
2,411,377
579,274

1,648,384
15,163,960
2,571,162

3,108,827

2,122,443
2,484,732
4,334,142
7,748,640
2,580,512
1,656,175

13,690,206
1,513,669
4,037,757

268,728,186
49,984,847
9,611,356
1,913,713
2,212,582

4,827,062

23,066,809
9,097,871
6,828,296

6,997,875
6,030,325
2,370,957
2,175,153

39,436,225
1,712,263
2,050,729

2,173,946

15,856,825

70,756,109
1,638,882
5,932,245
5,237,266
3,093,447

$16,370,820
14,501,472
5,419,296

2,537,410
8,528,328

2,226,517
9,864,983

2,123,027
17,380,084
1,364,878
2,068,431
3,952,801
12,396,560
60,385,356

875,100
3,165,820
1,180,014
1,493,583
3,412,287
2,852,745
2,-327,410
2,232,106
2,804,330
439,910

1,862,405
15,735,051
4,042,448

6,396,916

2,194,481
2,260,627
4,974,369
4,733,766
2,207,799
1,377,131

13,556,834
1,423,593
4,453,454

303,179,726
67,194,327
10,207,489
1,578,811
2,257,860

5,915,024

25,751,801
J.1,665,333
9,586,432

6,061,367
6,659,187
2,406,903
2,149,322

46,186,314
2,093,346
2,384,437

2,534,948

16,147,268

107,577,573
1,812,652
7,048,755
5,568,391
3,173,102



Part II 139

ISSUED BY All Carriers during the Calendar Years 1940, 1941 and 1942 for
Rates for those Years respectively (see Further Explanation in Footnote)
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Table Y.—Massachusetts Workmen's Compensation Experience



Paet II

ON Policies issued bt All Carriers, etc.—Continued

141

Audited Earned Premiums
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Table Y.—Massachusetts Workmen's Compensation Experience
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ON Policies issued by All Carriers, etc.—Continued

143

Audited Earned Premiums

Policies
Issued
1940

$28,879
87,443
19,190
27,443

12,323
85,601

21,593
21,801

277,965
41,317
84,688

32,740
193,547
29,449
154,843
39,991

32,107
15,581
26,729

101,370
60,284

53,946
54,139
38,840
19,249
20,275

11,990
25,757
13,775
25,309
23,919

72,529

12,680

Policies
Issued
1941

Policies
Issued
1942

$31,770
86,325
60,595
27,589

9,840
72,976

27,100
24,947

328,212
38,731
131,480

33,334
281,612
38,939
147,522
50,157

36,527
35,533
52,115
42,350
61,609

79,939
71,381
46,164
22,066
25,008

11,697
33,165
17,310
24,380
35,927

86,506

13,873

$45,413
84,206

113,674
32,932

10,434
86,971

30,604
23,584

374,7.52
52,601
134,955

39,574
432,642
36.526
157,430
47,308

37,114
43,384
82,757
50,575
68,495

75,119
84,959
52,231
23,050
20,956

14,986
43,465
24,360
28,803
41,333

100,003

16,814

Losses Incurred

Policies
Issued
1940

Policies
Issued
1941

Policies
Issued
1942

$21,157
48,645
6,733

10,450

2,764
35,288

12,278
6,416

166,344
19,937
49,065

11,148
89,314
19,154
69,884
33,770

16,850
4,387
13,169
36,778
21,262

21,117
31,962
15,112
4,832
4,545

7,610
19,101
5,674
9,513

27,738

42,653

7,852

$27,216
53,701
24,730
12,579

2,404
44,764

9,966
9,634

159,353
15,244
21,233

19,617
108,965
35,747
82,773
12,791

19,568
11,136
25,748
5,901

33,471

28,292
40,772
14,811
4,634
9,810

6,665
21,617
15,727
9,555

42,050

41,883

3,891

$23,710
60,013
43,906
24,231

10,219
70,562

12,251
14,202

205,143
19,314
55,174

18,574
196,590
27,963
60,459
14,105

20,591
12,519
45,191
11,320
41,581

46,502
77,107
28,704
11,940
8,942

18,702
27,184
15,505
15,610
34,826

30,816

9,385

Net Loss Cost per
$100 of Payroll

Policies Policies Policies

Issued Issued Issued
1940 1941 1942

$.77
.38
.21
.35

.28

.36

.58

.90

.69

.84
5.54

.17

.84

.50

.07
4.68

1.44
.37
.48

2.51
.74

2.00
.73
.26
.20
.16

.39

.42

.28

.81
2.51

.23

.29

$.86
.41
.22
.39

.24

.44

.38
1.06
.57
.65

1.75

.28

.76

.61

.08
1.32

1.44
.50
.46
.92
.99

2.05
.69
.20
.15
.26

.33

.38

.53

.81
2.54

.20

.13

$.62
.46
.20
.68

.91

.60

.42
1.62
.63
.59

4.35

.21

.91

.49

.06
1.51

1.46
.44
.53

1.82
1.10

3.05
1.15
.34
.35
.27

.72

.42

.38
1.17
2.02

.14

.25

78,289
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Table Y.—Massachusetts Workmen's Compensation Experience
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Audited Earned Pbemiums
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Featernal Benefit Societies and
Non-Profit Service Corporations

Records of Changes

Below is a list of the corporations which were authorized in this Commonwealth from Jan. 1, 1943, to
Dec. 31, 1943, and also a list of those which ceased to transact business during the same period:

Corporations Authorized During the Year 1943

Name Location
Date of

Authority

Women's Mutual Benefit Society of Salerno* . . . .

Norden Relief Fraternity* .......
Waltham Police Relief Association, Incorporated

The Women's Mutual Benefit Society, St. Anthony of Padua*
Lexington Firemen's Benefit Association Inc.*

Boston
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