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DEPARTMENT OF BANKING AND INSURANCE
DIVISION OF INSURANCE

December 31, 1945

To the General Court of Massachusetts:

The Commissioner of Insurance herewith submits Part II of the ninety-first

Annual Insurance Report as required by General Laws, Chapter 175, Section 17.

This part of the Report deals with matters which affect life insurance companies
and all other insurance companies authorized to transact business in this Common-
wealth, except fire and marine insurance companies, which are the subject of report

in Part I of this Report.
The termination of the shooting in World War II, in August of this year, was a

source of great relief and rejoicing to all the peoples of the world. The success with
which God blessed the cause for wliich our country fought, merits the everlasting

thanksgiving of all who enjoy the liberty which flows from the successful consum-
mation of the pledges which our country's leaders have made, not only to the citi-

zens of this great Nation, but to all peoples everywhere. The responsibility, which
will rest heavily upon our country during the reconstruction period, must be shared
by every poUtical sub-division of our Government. We in the Insurance Depart-
ment pledge our cooperation to the Governor and the General Court in their effort

to direct the affairs of our Commonwealth in a manner which will remove the war-
time dislocations and adjust our administrative processes to meet the demands of

peace and tranquihty we all so fervently desire.

We must not forget the pledge made by the Governor of the Commonwealth on
November 14, 1940, referred to in Part II of the Report of the Commissioner of

Insurance for the calendar year 1941, wherein those who entered the military or
naval service were assured protection of their jobs, their seniority rights and other
rights in the Civil Service of our Commonwealth. Those who have served as mili-

tary substitutes will undoubtedly recognize the duty they owe to those whose posi-

tions they have held during the wartime period. As the head of a large Department
of our Government, I shall strive to equitably regard the obligation we owe to those
who have carried on in the absence of our returning veterans. Their faithful and
meritorious service in the public employ at a time when more abundant remunera-
tion was available elsewhere, will not be forgotten. Every consideration permitted
by law will be given competent and faithful temporary employees who are obliged

to give place to the returning veterans.

I should be ungrateful indeed if I did not at this time express words of praise to

all who served with me in the Division of Insurance during the troublous periods
which have confronted our administration and particularly those who have without
complaint given us unstintingly a greater amount of their time and effort than re-

quired of them under the law during the wartime period. I feel strongly that the
Legislature should know that as Commissioner of Insurance, charged with a heavy
responsibility, the accomplishments of my administration would not have been
reahzed without the faithful and wholehearted support of each and everyone of my
associates in the Department.

The Challenge, The Consequences and the Responsibility Flowing from the Decision

in the Case of the United States vs. the South-Eastern Underwriters Association, et al,

{322 U. S. 533) and the Enactment of United States Public Law 15 by the Congress.—
In Part I of this Report, I discussed at length some of the immediate problems con-
fronting State regulation of the insurance business as a result of the decision in the
case of the United States vs. the South-Eastern Underwriters Association, et al, 322
U. S. 533, and the enactment of United States Public Law 15 in the Congress of the
United States. This discussion will be found at the beginning of Part I, under the
following headings: "State Regulation Authorized by United States Public Law 15,

South-Eastern Underwriters' Decision"; "Rate Regulation and Examination of

Rating Bureaus"; "The Missouri Rate Cases"; "Validity of State Taxes on Insur-

ance Companies"; "Validity of Licensing Laws Challenged"; "The Challenge of
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United States Public Law 15"; "Regulation of Interstate Activities of Insurance

Companies." Related to the discussion under the foregoing titles, is the subject

matter contained in Appendices "A" to "H," inclusive— also included in Part I

of this Report.
All of the material hereinbefore referred to applies to the conduct of the insurance

business by the various classes of insurance companies which are the subject of re-

port in Part II. For reasons of economy, this material is incorporated by reference

in this part of the Report. This statement likewise applies to the discussions con-

tained in Part I of this Report relating to the valuation of securities.

Department Finances.— This information will be found in Part I of this Report.

Examinations. — The legislature has already been advised of the methods em-
ployed in the examination of insurance companies doing an interstate business.

The program involves participation by representatives of groups of States in exam-
inations of companies operating in a large number of States of the United States.

Companies domiciled in Massachusetts are subject to examination by any Insur-

ance Department of the State in which it does business ; hence, a company transact-

ing business in the forty-eight States would be subjected to the examination by
forty-eight examiners if every State exercised its privilege in that regard. To avoid

unnecessary burdens on the insurance company, while at the same time giving

reasonable representation to States other than the State in which the company
is domiciled, a system of participation in the examination by the home State has

been worked out giving reasonable representation to the other States of the Union.

The system is not perfect and necessarily difficulties arise in the administration of

the so-called "convention examination system," or, as we refer to it in this State,

the zone examination system.

One of the principal sources of controversy at the present time involves the ques-

tion of the fees and expenses of examiners. This matter is being explored by the

Committee on Examinations of the National Association of Insurance Commis-
sioners. The importance of the subject is high-hghted by the costs which have been
imposed upon companies in this Commonwealth since the program has been under-

taken. Each State has been authorized under its own laws to deal with the matter
of compensation and expense reimbursement of examiners to some extent. From
time to time, abuses of the regulations adopted by the National Association have
been discovered. I am happy to report, however, that the abuses are not extensive

at the present time. The attitude of my associates in the National Association of

Insurance Commissioners is one of cooperation to the end that abuses may be

eliminated. It is important to all insurance companies that an economical and con-

structive system of zone examinations is agreed upon when we consider the large

amount of money expended by the insurance companies for the zone system of

examination. In our State, these funds are expended in addition to the funds con-

tributed by the insurance companies for taxes. We believe that a public exposition

of the cost, with complete information concerning the States involved and the

examiners compensated, will be of interest to the Legislature.
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The statute imposes upon the Commissioner of Insurance a heavy responsibiUty

for determining that foreign insurance companies, seeking authority to transact

business in this Commonwealth, are soundly managed, in good financial condition

and transact their business in a manner which entitles them to public confidence.

For a great many years, the Department has made a practice of examining com-

panies seeking authority to transact business before they are so authorized. These

examinations are conducted in conjunction with the home State Department on the

basis of the so-called "zone examination system" wherever possible. In cases where

the company desires prompt attention to their application, special examinations

have been conducted by the examiners of the Massachusetts Department acting

independently. This procedure has been definitely demonstrated to be of great

value to the citizens of this Commonwealth. It has frequently developed informa-

tion which justified the refusal to license certain companies. Since the legislative

standards for the transaction of an insurance business differ among the several

States, it is important that through the medium of the examination system, we make
certain that the companies, seeking authority to do business in our Commonwealth,
can and do meet the established legislative standards adopted for the protection of

our citizens. The cost of the examination of these foreign insurance companies is

borne by the company seeking admission to transact business in the State.

SPECIAL EXAMINATION OF FOREIGN COMPANIES AND FRATERNALS

During 1945 the Department made special investigations of three foreign insur-

ance companies of the types covered in this volume in connection with their appli-

cations for hcenses to transact business in Massachusetts. We also participated in

a zone examination of the Knights of Columbus, a fraternal benefit society.

The Commonwealth was reimbursed for expenses and salaries of our examiners

in the following amounts

:

Cuna Mutual Ins. Co., Madison, Wis.

Allstate Ins. Co. Chicago, 111. .

Manufacturers Casualty Ins. Co., Philadelphia, Pa.

United National Indemnity Co., Hartford, Conn.
Knights of Columbus, New Haven, Conn.

$1,940.17 $2,004.74

Expenses
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EXAMINATIONS OF CASUALTY, LIFE INSURANCE COMPANIES AND
FRATERNAL ORGANIZATIONS

The following is a record of the examinations made by this Department during

the year 1945 of casualty, life insurance companies and fraternal organizations

authorized to transact business in the Commonwealth of Massachusetts

:

Company or Organization

Examinations Completed in 1945

lAmeiican Employers' Ins. Co
Boston Casualty Co. .....
Boston Mutual Life Ins. Co. ....
Corp. of the Members of the Catholic Association

of Lowell . . . .

Craftsman Ins. Co. ......
Eastern Mutual Ins. Co. .....
'Employers' Liability Assurance Corp., Ltd.
Federal Mutual Liability Ins. Co. . . .

Grand Lodge of the German Order of Harugari .

Holyoke Caledonian Benefit Club, Incorporated .

Holyoke Lodge, Daughters of Caledonia Benefit
Club, Inc

Independent City of Homes Assoc.
Loyal Protective Life Ins. Co. .

Massachusetts Casualty Ins. Co.
'Massachusetts Mutual Life Ins. Co. .

Massachusetts Plate Glass Ins. Co.
Massachusetts Title Ins. Co.
'New England Mutual Life Ins. Co.
Pescosansonesco Society of Wakefield
Revere Fireman's Mutual Relief Association
St. Casimir Lithuanian-Polish Benevolent Society

of Lowell .......
St. John Evangelist Temperance Benefit Society .

St. Lucy's Mutual Benefit Society of Cambridge .

Society of Mutual Succor and Beneficence, Island
of Filicudi, Inc. ......

Spindle City Fireman's Benefit Society, Inc.
Transit Mutual Ins. Co. .

United States Mutual Liability Ins. Co,

Examinations Pending Dec. 31, 1945

'Columbian National Life Ins. Co.
'Liberty Mutual Ins. Co. ....
'Massachusetts Bonding and Ins. Co. .

'Massachusetts Protective Life Assurance Co.
'Massachusetts Protective Association Inc. .

'Paul Revere Life Ins. Co.
'State Mutual Life Assurance Co.

' Zone Examinations

Location

Boston
Boston
Boston

Lowell
Boston
Boston
Boston
Boston
Boston
Holyoke

Holyoke
Springfield
Boston
Boston
Springfield
Boston
Boston
Boston
Wakefield
Revere

Lowell
Boston
Cambridge

Waltham
Lowell
Boston
Quincy

Boston
Boston
Boston
Worcester
Worcester
Worcester
Worcester

Examination
as of

Dec. 31, 1944
Sept. 30, 1945
Sept. 30, 1944

Nov. 30, 1944
Sept. 30, 1945
Dec. 31, 1944
Dec. 31, 1944
Dec. 31, 1944
Oct. 31, 1945
April 30, 1945

April 30,
Dec. 31,
June 30,
July 31,

Dec. 31,
Dec. 31,
Dec. 31,
Dec. 31,
Sept. 30,
Sept. 30,

1945
1944
1945
1945
1944
1944
1944
1944
1945
1945

Sept. 30, 1945
Aug. 31, 1945
Feb. 28, 1945

July 31, 1945
June 15, 1945
Dec. 31, 1944
Dec. 31, 1944

Dec. 31, 1945
Dec. 31, 1944
Dec. 31, 1944
Dec. 31, 1945
Dec. 31, 1945
Dec. 31, 1945
Dec. 31, 1945

Examination
Commenced

Dec. 29, 1944
Nov. 19, 1945
Oct. 2, 1944

Dec. 14, 1944
Nov. 14, 1945
April 23, 1945
Dec. 29, 1944
Nov. 20, 1944
Nov. 13, 1945
AprUSO, 1945

April 30,
April 4,

Sept. 6,

Sept. 25,
Dec. 29,
June 11,

May 17,

Dec. 29,
Oct. 9,

Oct. 25,

1945
1945
1945
1945
1944
1945
1945
1944
1945
1945

Sept. 25, 1945
Sept. 10, 1945
Feb. 27, 1945

July 30, 1945
June 15, 1945
Sept. 21, 1945
Oct. 1, 1945

Dec. 31, 1945
July 16, 1945
Oct. 15, 1945
Dec. 31, 1945
Dec. 31, 1945
Dec. 31, 1945
Dec. 31, 1945

Examinations were made also of the Massachusetts Stock Pool for Assigned
Workmen's Compensation Risks and the Massachusetts Non-Stock Assigned Risk
Reinsurance Pool for Workmen's Compensation Insurance. These examinations
were as of December 31, 1944.

In Part I of this Report there is a discussion of "Regulation of Interstate Ac-
tivities of Insurance Companies." The comments under that caption should be
read in connection with this report on the examination of insurance companies.

Retirement Systems. — This Department is charged with the responsibility for

supervising the activities of the city, town and county retirement systems of the

Commonwealth in addition to certain other retirement systems. The examination
of these systems is the most important part of the supervisory program prescribed

by the Legislature.

One special and twenty-six regular examinations of retirement systems were
made during 1945 and the examination of the Norfolk County System, begun in

1944, was completed. Berkshire, Essex and Hampshire Counties, Northampton,
Pittsfield and Westfield were scheduled for examination in 1944 and were examined
as of December 31, 1943. All other regular examinations were made as of Decem-
ber 31, 1944.

Wartime difficulties confronting the Department prevented the examination of

the following retirement systems ordinarily scheduled for examination during the
current calendar year

:
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Cambridge
Lowell
Newburyport
Swampscott

Worcester County
Danvers
Melrose
Peabody
Winchester

These retirment systems will be examined as early as possible in the calendar

year 1946.

Section 2 of Chapter 584 of the Acts of 1941 amended Chapter 32 of the General

Laws by inserting Section 34A, the effect of which is to require the expense of

supervising the city, county and town retirement systems to be paid primarily by
the Commonwealth. The following is a report of the administrative and examina-

tion expenses incurred by the Insurance Department in this connection. This in-

come is paid directly to the State Treasurer and hence, is not shown in the income
statement of this Department. This fact should be borne in mind by the Legisla-

ture in considering requests for necessary increase in personnel to carry out the

work required to be performed under the provisions of Chapter 32 of the General

Laws.

Name of Unit
Counties

Barnstable
Berkshire
Bristol

Dukes .

Essex .

Franklin
Hampden
Hampshire
Middlesex
Norfolk
Plymouth
Worcester

Cities and Towns
Adams
Amesbury
Andover
Arlington
Athol .

Attleboro
Belmont
Beverly
Braintree

Brockton
Cambridge
Chicopee
Clinton
Concord
Danvers
Dedham
Easthampton
Fairhaven
Fall River
Falmouth
Framingham
Gardner
Gloucester
Greenfield

Haverhill
Hingham .

Total Expense

$105.40
356.84*
854.21*

7.64

1,353.64*

22.91

927.45*
530.24*

1,046.41

648.50*

123.74

565.21

5,542.19

$58.05
47.36

i09.99

224.56

77.91

134.43

328.43
105.40

135.96

253.58

672.14

241.36

58.05

54.99

105.40

48.88
58.05
190.06*

336.07

33.55
409.80*

68.74
94.71

123.74
374.72*

117.63
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Holyoke
Hull .

Lawrence
Leominster
Lexington
Lowell .

Lynn .

Maiden
Marblehead
Marlborough
Maynard
Melrose
Methuen
Milford
Milton
Montague
Natick
Needham
New Bedford
Newburyport
North Adams
Northampton
North Attleboro

Northbridge
Norwood
Peabody
Pittsfield

Plymouth
Reading
Revere
Salem .

Saugus
Shrewsbury
Southbridge
Springfield

Stoneham
Swampscott
Taunton
Wakefield
Waltham
Watertown
Webster
Wellesley

Westfield

West Springfield

Weymouth
Winchester
Winthrop
Woburn
Worcester

Total— Cities and Towns
Total— Counties .

).12

478.65*
961.56*

135.96
525.63*

310.10
1,071.02*

189.42

177.20
443.40*

16.80

180.26

125.26
456.53*
453.85*

16.80

403.67*
247.08*

418.56
65.69

91.66
690.29*
275.13*

41.25
903.26*

154.29

1,546.58*

68.74

85.55
360.70*
223.56*
256.57*

50.41

45.83

808.10
284.47*

53.47

290.24

106.93

135.96

291.77

87.07

233.72
3,476.98*

88.60
201.64
122.21

68.74

58.05

2,026.25*

$24,469.14

6,542.19

TOTAL— Counties, Cities, and Towns $31,011.33

* Examination expense included.
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Supervision of Savings Bank Life Insurance. — Massachusetts was the first State
to authorize the transaction of hfe insurance by savings banks. During the early

years of that innovation, the progress was slow. During the past ten years, the
number of banks authorized to issue savings bank life insurance has increased from
twenty-three to thirty-one. The development of this business during the past ten
years will undoubtedly prove interesting to the members of the Legislature. There-
fore, I have included below a schedule containing this information.

Inckease in Business of Domestic Companies in Ten-Year Period

Savings Bank Life (Without General Guaranty Fund)
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Increase in Business of Domestic Companies in Ten-Year Period

Life Companies
jjet Number of Policies

Premiums Admitted Real
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as may be necessary or desirable to eliminate any existing abuses. In making
its investigation and study hereunder, said commission shall consider the sub-
ject matter of current house documents numbered four hundred and eighty-one
and nine hundred and thirty-one. Said commission shall be provided with
quarters in the state house or elsewhere, shall hold hearings, shall have the
power to summons witnesses and to require the production of books, records
and papers, and the giving of testimony under oath, and may employ tech-
nical assistants and expend for clerical and other services and expenses, such
sums, not exceeding, in the aggregate, thirty-five hundred dollars, as may
hereafter be appropriated therefor. Said commission shall report to the general
court the results of its investigation and study, and its recommendations, if

any, together with drafts of legislation necessary to carry its recommendations
into effect, by filing the same with the clerk of the house of representatives on
or before the first Wednesday in December in the current year. Approved
July 23, 1945.

HOUSE No. 481

The Commonwealth of Massachusetts
In the Year One Thousand Nine Hundred and Forty-Five

An Act authorizing co-operative banks to make certain additional
LOANS on mortgaged PROPERTY.

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

Chapter one hundred and seventy of the General Laws is hereby amended
by inserting after section thirty-six D, inserted by section one of chapter two
hundred and ninety-three of the acts of nineteen hundred and forty-one, the
following new section :

—
Section 36E. With the approval of the board of directors of any such corpora-

tion and at the request of the owner of any equity of redemption there may be
advanced to any borrower on his loan such sum, not exceeding three hundred
dollars, to be expended for repairs, taxes or other legal charges, as will leave

the amount due on said loan a multiple of fifty dollars
;
provided, that no loan

hereunder shall be made that will increase the indebtedness of the borrower to

an amount greater than that originally loaned, or to an amount greater than
eighty per cent of the value of the mortgaged property. The directors shall

compute the amount of monthly payments that will be necessary to elTect the

payment of the indebtedness at a time not more than twenty years from the

date of the change of the mortgage and the change shall be evidenced by an
instrument signed by the borrower and setting forth the new amount due, the

amount of monthly payments thereafter required and the date to which the

mortgage is extended. The mortgage shall not be prejudiced by the changes
herein authorized and it shall continue to be held by the bank as good and
sufficient security for the amount due by the borrower. No action under this

section shall affect the rights of the holder, other than the corporation grant-

ing the accommodation, of any mortgage recorded prior to the effective date
of this section unless the written assent of such holder shall be obtained, nor
shall any such action affect the rights of an original borrower whose note is

dated prior to such time unless his written consent shall be obtained.

HOUSE No. 931

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five

An Act relative to unfair competition through the solicitation or
procurement of certain choses in action, and remedies therefor.

Be it enacted by the Senate and House of Representatives in General Court

assembled, and by the authority of the same, as follows:

Chapter ninety-three of the General Laws, as appearing in the Tercentenary
Edition thereof, is hereby amended by adding at the end of said chapter the

following new section :
—
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Section 4^. Whoever, as principal or agent, directly or indirectly, makes a
practice of soliciting or attempting to procure the substitution of himself, his

principal, agent or nominee as obligee in any existing chose in action, whether
unsecured or secured by mortgage or otherwise, shall be liable in tort for unfair

competition to any person who by such practice is deprived of or disturbed in

his possession of any such chose in action, in the amount of the principal bal-

ance of such chose in action at the time of such solicitation or attempt to pro-

cure, with reasonable attorneys' fees in addition to his statutory costs. In
actions under this section, the fact that the defendant has solicited or at-

tempted to procure any such choses in action on two or more occasions shall

be prima facie evidence that the defendant has made a practice of soliciting or

attempting to procure such substitution.

The provisions of current Massachusetts Statutes permit the holding of real

estate for home office purposes by hfe insurance companies for an unlimited period

of time. However, real estate which is acquired through foreclosure of mortgages
cannot be held by insurance companies for unUmited periods of time. Such real

estate may be held for five years only, or for longer periods with the permission of

the Commissioner of Insurance. The main purpose of permitting an extension of

time during which real estate may be owned by insurance companies following fore-

closure of mortgage is to avoid forced liquidation at distressed prices. The move-
ment of real estate and the earnings and book value of same held by Massachusetts
life insurance companies is indicated in the schedule which follows:
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duction and receding payrolls, new problems will confront the insurance companies

engaged in the casualty business, unless the demands for peacetime goods replaces

the demand for the tools of war. High wartime wages, accompanied by the de-

mands for overtime services, have materially increased the premiums for work-

men's compensation insurance and public liability insurance based on payroll.

Should business be confronted by extended lay-offs, resulting in payroll dechne, it

is more than likely that old injuries, which did not produce extended absence dur-

ing the period of high wages, will probably develop claims on account of alleged

recurrence of the effect of the old injury. It is further possible that there will be

some mahngering as a result of accidents resulting in injuries experienced just prior

to layoffs. This situation followed the first World War. If it should recur in the

days immediately ahead, loss ratios will become adverse and expense ratios are

likely to increase due to the necessity for more careful investigation of disabiUty

cases.

The following table sets forth the development during the last ten-year period

of casualty, surety and title companies, including the United States Branch of the

Employers' Liability Assurance Corporation, Limited. It should be noted that with

the increase in the business of these companies, the duties of our examination staff

likewise increase. Every effort is being made to absorb the increased work without

increasing the number of personnel. There is, however, a point beyond which this

can be accomphshed. The Legislature should be cognizant of the fact that as

premium volume increases, the income to the State from premium taxes hkewise

increases. In recent years, the increase in tax revenue has been greater than the

increased requirements for the conduct of the Insurance Department. I shall make
every effort to maintain this favorable result.

Year
1936
1937
1938
1939
1940
1941
1942
1943
1944
1945

Net premiums written include accident and health premiums written by five life

insurance companies which are not included in the count of casualty companies.

No assets of these companies are included in the above table as all assets are ap-

phcable to the entire business and are tabulated in the report of the Ufe insurance

business. Liabilities pertaining strictly to the accident and health departments

are included above.

Compulsory Motor Vehicle Liability Insurance. — Reference to my report of 1942,

Part II, Page xxix, discloses that the insurance companies returned to the policy-

holders part of the premiums originally charged for the year 1942, to give recogni-

tion to the changed hazards brought about by the imposition of wartime control.

This reduction in premiums was made possible through the action of His Excel-

lency, the Governor, acting under wartime authority conferred on him by the

Legislature enabling him to make the necessary changes in existing law for the pur-

pose of advancing the war effort. Executive Order No. 37 permitted the companies

to reduce the premiums originally collected and to return a portion of the premium

to the poUcyholders in recognition of the anticipated improvement in loss ratio.

The rates of 1942 had been promulgated in 1941, prior to the imposition of wartime

controls. The results of such wartime controls could not be forecast with accuracy.

It was recognized by the insurance companies that in making premium adjustments

which returned substantial amounts to the insuring public, that the companies

would be at a disadvantage if the war ended early in any subsequent year because

there would be no way of increasing the premiums to recognize the resumption of

post-war driving and the attendant hazards. With the termination of the war in

August of this year, accident frequency and severity commenced to forecast the

fact that the premiums promulgated for the calendar year 1945, in the fall of 1944,

would not prove adequate. The statutory requirement that rates, classifications

Number of
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and premium charges for compulsory motor vehicle liabiUty insurance remain in

force for a full calendar year could not be changed under the wartime powers of the
Governor; hence, the insurance carriers as a whole sustained underwriting loss for

the calendar year 1945 under compulsory motor vehicle UabiUty insurance and
property damage insurance. To the credit of the insurance companies, authorized

to transact this class of business in Massachusetts, it should be said that the under-
writing loss was absorbed without complaint, although considerable caution was
exercised in underwriting the business effective January 1, 1946, and it may be
anticipated that the Voluntary Assigned Risk Plan for the distribution of unac-
ceptable automobile risks will be utiUzed to a greater extent in distributing the 1946
automobile risks among the various carriers. The Voluntary Assigned Risk Plan
for Massachusetts compulsory motor vehicle liabiUty insurance is fully described in

the report of the Commissioner of Insurance for the calendar year 1941. This Plan,

with certain amendments, continues as a medium for relieving the Appeal Board on
Motor Veliicle Liability Insurance in the distribution of automobile insurance risks

which do not meet the underwriting standards of a large number of companies. The
operation of the Plan represents a consciousness on the part of the management of

insurance companies of their responsibility to provide a market for insurance for

those risks which may produce abnormal losses but which are in good faith entitled

to insurance protection.

The successful operation of this Plan may be traced by a review of the reports of

the Commissioner of Insurance from 1942 through the current report.

The totals for the assignment of risks under the Massachusetts Motor Vehicle

Assigned Risk Plan for the year 1945 are as follows

:

Taxicabs All Other

Assignments over the counter ..... 218 3,744
Assignments by mail ...... 799

Total Assignments 218 4,543
Renewals of 1944 Assignments Accepted for credit un-

der the Plan 1,700

6,243
Number of "Declinations to Applicant" issued by Bureau . . 125
Number of Assignments rejected by companies as inehgible . .

The experience of the insurance companies during the wartime period, classified

in accordance with the distribution of gasohne ration cards, indicated a relationship

between the accident frequency and severity and the mileage distance permitted by
the gasoline restrictions. The insurance companies propose a plan which would
give consideration to the prospective experience of an automobile driver who antici-

pated limited operation of his automobile by drivers over 25 years of age. It ap-

peared that the Commissioner of Insurance should give consideration to classifica-

tions proposed by the insurance companies and to that end, information was sought
from the insuring public which would enable the Commissioner to accumulate sta-

tistics justifying the proposed classification program. Communications were di-

rected to the insurance carriers and to insurance brokers under date of September
21, seeking the necessary information. It soon became apparent that the public did
not understand the purpose of the inquiry, although every effort was made through
insurance sources to acquaint automobile owners with the purpose of the inquiry.

A substantial number of automobile owners responded to the request for informa-
tion and further consideration will be given to the desirability of future promulga-
tion of a classification plan in accordance with the information accumulated. The
nature of the inquiry is disclosed in a communication dated September 21, included
in the Rules and Regulations promulgated by the Commissioner of Insurance, set

forth elsewhere in this part of the Report. An interesting development flowing from
this effort on the part of the Commissioner of Insurance to procure information
deemed desirable in considering appropriate classifications applicable to the under-
writing of automobile insurance, is the attention given to the matter by the Joint

Standing Committee on Departmental Rules and Regulations sitting in recess set
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forth in Appendices "C," "D" and "E" of this part of the Report. In view of this

report, reconsideration of the method of procuring information will be had before

rates are considered for next year.

It has been the practice of this Department to promulgate only those rules and
regulations authorized by statute. We have urged and shall continue to urge Com-
mittees of the Legislature, considering legislative proposals affecting this Depart-
ment, "that legislators choose with exceeding care the phraseology of their act in

order that the legislative intent be clqar and unmistakable to the end that there can

be no justification or excuse for misconstruction of the same on the part of those

who are entrusted with administrative powers." It is not always possible to secure

enactment of legislation couched in clear unambiguous language. However, we
shall strive to discover the legislative intent and perform our duty under the law.

Legislation Tending to Weaken the Financial Protection Afforded Claimants and
Policyholders who rely on Insurance Policies Issued by Mutual Insurance Companies.

On June 26, 1945, the Legislature finally rejected the principles embodied in House
Bill No. 2016, entitled, "AN ACT Changing the Requirements for Incorporating

Certain Mutual Casualty Insurance Companies and for the Admission of Certain

Foreign Mutual Casualty Insurance Companies to do Business in the Common-
wealth." Powerful forces supported the legislation; hence, it is an outstanding vic-

tory to the citizens of our Commonwealth that House Bill No. 2016 did not become
a law.

This legislation was originally intended primarily to permit a foreign company,
which cannot meet the financial standards established by our present law, to qualify

for admission to this Commonwealth. By permitting the segregation of funds be-

longing to all of the policyholders into a guaranty fund, which is supposed to be
held unimpaired regardless of liability of the company, it is argued that such guar-

anty fund fulfills the objective of guaranty capital. Academically such an argument
is plausible, but practically, the impairment of the guaranty fund cannot be de-

termined soon enough to afford the necessary protection to the public.

The guaranty fund is the result of contributions of all pohcyholders and may
never be possessed or owned by the management. On the other hand, the guaranty
capital is contributed by the management and associates of the management and
thereby assures the greater interest on the part of the management in the protection

of the investment. It is an additional financial contribution for the benefit of policy-

holders and creditors, separate and apart from the funds already accumulated from
contributions for insurance made by policyholders ; hence, by eliminating the guar-

anty capital we remove a financial safeguard, coupled with a selfish interest on the

part of the management to protect the investment.

. When the guaranty capital requirement was first enacted into law in 1939, as

Chapter 488, it followed the collapse of the Canton Mutual Liabihty Insurance

Company and the Broad Street Mutual Casualty Insurance Company. The Legis-

lature was anxious to enact law which would invite financial responsibihty on the

part of mutual casualty insurance managements. The enactment of House Bill 2016

is a step backward. It would mean a reversal of position on the part of the Legisla-

ture. It would invite pressure on the part of financially weak foreign companies for

admission to this Commonwealth. It would increase the work and difficultifes of the

Insurance Department. It could easily involve the Insurance Department in litiga-

tion with these companies. Certainly, we should not weaken the financial require-

ments for foreign companies to enable such companies to enter the Commonwealth
for the purpose of transacting Compulsory Automobile Insurance business. This

business has been demonstrated a volatile and hazardous class of business, taxing

the knowledge and ability of the best underwriting and claim personnel. High fi-

nancial standards only can assure the pubhc protection against the errors and in-

experience of company management. We do not argue that financial standards

alone can afford such protection, but certainly financial standards should not be

lowered in the face of such difficulties.

We have so far dealt with Sections 2 and 3 of the Bill. Section 1 of the Bill re-

moves a financial safeguard to the public and one which has been of inestimable

help in preventing the organization of domestic insurance companies on a basis

destined only for failure with resultant loss of policyholders and injured third-party

claimants alike.
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Chapter 654, the Acts of 1941, required the amendment of a domestic company
to deposit with the State Treasurer $200,000 as one of the conditions preceding to

organization and the transaction of business in this Commonwealth. This Bill re-

ceived the support of Governor Saltonstall. The purpose of the law is to assure pro-

tection of hquid assets designed for the payment of claims. It is to discourage dis-

honest and irresponsible people from engaging in the Compulsory Automobile In-

surance business in this Commonwealth. Section 1 of House Bill 2016, rather

naively circumvents this requirement. The enactment of such a provision by a

Massachusetts Legislature would be tantamount to a complete disregard of the

pubhc interest. When we think that thousands of dollars have been expended in

legislative investigations designed to put a stop to racketeering under the Com-
pulsory Automobile Insurance Law, it would be unthinkable that a Massachusetts

Legislature at this late date would destroy constructive legislation for no good

reason. We know of no demand for a change in the Law governing the organization

of domestic insurance companies. We do not understand the inclusion of Section 1

in a bill primarily directed to the problem confronting a foreign insurance company.

Section 6 of Chapter 176, sets forth certain conditions under which the Commis-
sioner may petition the Court for the appointment of Receiver. One of these rea-

sons concerns the impairment of the guaranty fund under Section 90C. You will

note that Section 1 of House 2016, inserts a new Section 90D, but makes no provi-

sion for the amendment of Section 6 of Chapter 175; hence, the Commissioner is not

permitted to act in the public interest in event of the impairment of the guaranty

capital or guaranty fund provided for in Section 90D.

Is it the intention of the Legislature to permit a domestic company to continue

when it has become apparent that not only have surplus funds been exhausted, but

invested funds or special guaranty funds have become impaired? If this is intended,

we are heading for further public calamity in the administration of the Compulsory
Motor Vehicle Law.

To summarize our objections:

1. We believe that the substitution of guaranty fund for guaranty capital re-

duces the present financial standards so vitally necessary to the successful operation

of a Compulsory Motor Vehicle LiabiUty Insurance company.

2. The guaranty capital is contributed by persons identified with management.
By removing pressure on the pocketbook nerve, we invite less responsible manage-
ments to engage in the automobile mutual liability insurance business.

3. Under the terms of this bill, only $100,000 is available for losses before the

guaranty fund becomes impaired. Every automobile Mutual liability insurance

company, which started with only $100,000 available for such purpose, failed.

4. The requirement for a $200,000 deposit with the State Treasurer, imposed

upon domestic companies, is removed by the provisions of this bill. Bear in mind,

we found the Canton Mutual's treasury empty when we took possession of the com-

pany. This would not have happened if the deposit law had been in effect.

5. The Commissioner has no right to bring legal proceedings under Section 6 of

Chapter 175 if the guaranty fund prescribed by this bill becomes impaired. We
lower the standards for domestic companies to solve the problem of a foreign

company.

6. We are lowering the financial standard for Compulsory Motor Vehicle Li-

ability Insurance companies at a time when rates are at a low ebb and increased

motor vehicle traffic is likely to produce serious underwriting and claim problems.

7. Foreign companies should seek changes in the laws of the State of domicile if

unable to presently comply with Massachusetts standards. We have the_ only

Compulsory Motor Vehicle Law in the United States. Our present law was designed

to protect our citizens. The law should not be changed to defeat this purpose.

Financial and moral irresponsibility were the primary causes of failure of liability

insurance companies primarily engaged in the underwriting of Compulsory Motor
Vehicle Liability insurance. The success of the Compulsory Motor Vehicle Li-

ability Insurance Law rests upon the existence of sound, well-managed insurance

companies. It should ever be the determination of the Legislature that the blot



xvi P.D. 9

upon the reputation of Massachusetts as a State having sound insurance laws shall

not be resumed by the enactment of legislation for the benefit of those who are un-

willing or unable to conform to the standards required for the protection of the pub-

lic prescribed by legislation relating to the administration of the Compulsory Motor
Vehicle Liability Insurance Law.

Board of Appeal on Motor Vehicle Liability Policies and Bonds. — The extent to

which the Voluntary Assigned Risk Plan has minimized the work of the Board of

Appeal for the past three years is indicated by the following table

:

Disposition of Cases before the Board of Appeal on

Motor Vehicle Liability Policies and Bonds

Cancellations

Sustained, after hearing .

Complainant defaulted

Both defaulted .

Withdrawn
Annulled, after hearing .

Reinstated
Company defaulted .

Invalid cancellation .

Continued generally .

Dismissed, complaint invalid

New certificate filed .

Cancelled by insured .

No cancellation .

New policy issued

Power of attorney

Sub-totals

Refusals

Sustained, after hearing

Not proper and reasonable

Company defaulted

Dismissed, complainant defaulted

Withdrawn
Both defaulted .

Refusal not proved
Company agrees to issue

Policy issued . . .

Other insurance

Complaint invalid

Continued generally .

Sub-totals

Grand Totals

The following is a disposition of the cases appealed to the Superior Court from

the decisions of the Board of Appeal for the year 1945:

49

1943
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Agents and Brokers. — Information relative to the licensing of agents and brokers

is contained in Part I of this Report.

Fraternal Benefit Societies. — Appendix "F" of this part of the Report is House
No. 1695, entitled "Report of the Special Commission on Fraternal Benefit So-

cieties." This is a most enlightening and important document dealing with the

supervision of these organizations. The Special Commission is to be congratulated

on the enactment of three of the five legislative proposals recommended in this re-

port. Appendix I is enacted as Chapter 331 — Appendix J as Chapter 346 — Ap-
pendix K as Chapter 329 — all of which Chapters are included in this part of the

Report under the heading "Report of Legislation."

Appendix H under House No. 1695 was enacted by both branches of the Legis-

lature. It was vetoed by His Excellency, the Governor, under date of June 28, 1945.

The veto message is contained in Senate 612, included in this Report as Appendix

"G." I am satisfied that the veto message of the Governor is predicated upon mis-

information furnished him by a prominent member of a fraternal benefit society.

Careful examination of the veto message will indicate that the last paragraph of

that message manifests a desire on the part of His Excellency that the matter should

be further studied; hence, the rejection of the Bill cannot be said to settle the prob-

lem which the terms of the proposed legislation attempt to solve.

Appendix L of House No. 1695, providing for a further study by the Special Com-
mission, was rejected July 3, 1945. This action, while understandable by those

famihar with the activities of certain representatives of fraternal benefit societies,

is regrettable because of the famiharity of this Commission with the problems in-

volved. The devotion of the membership of this Commission to the obligations im-

posed upon them and their determination to fearlessly protect the interest of the

members of fraternal benefit societies and their beneficiaries is deserving of the

highest praise and appreciation of those who depend upon fraternal benefit societies

for insurance protection.

In view of the action of the Legislature, it now appears to be the duty of the

Commissioner of Insurance to administer the law governing the operation of fra-

ternal benefit societies in accordance with the intent of the Legislature as inter-

preted by the Supreme Court of this Commonwealth. At the date of this Report,

negotiations are in progress which-we hope will lead to amicable adjustment of prac-

tices which presently appear to be contrary to law and contrary to the best interest

of the membership of certain fraternal benefit societies.

Wartime restrictions on travel have prevented many societies from holding con-

ventions. The Department has taken judicial notice of this fact in administering

the law. We are of the opinion that it would be arbitrary to impose penalties on

societies whose officers have manifested a wilHngness to change their methods and
by-laws to conform to our laws, but due to wartime restrictions, have been unable

to submit proposals to the membership for action.

During the year 1945, the Fraternal Division has been in a position to examine

practically all of the amendments submitted by the societies as well as those pro-

posed for enactment at the next convention. Changes in many cases are necessary

in order to bring the laws of the society within the scope of authority provided for

in said Chapter 176 of the General Laws.
In 1945, many of the societies were again licensed with the understanding that

they would voluntarily withdraw if the changes necessary to conform to the require-

ments of our statute have not been made at the next convention.

Our records show that 15 societies have been hcensed to transact business until

June 30, 1946. This number represents practically 50% of the foreign fraternal bene-

fit societies which appeared on December 31, 1945 to be active in Massachusetts.

During the Summer and Fall of 1945, fifteen hearings were scheduled at which

time, the societies were given the opportunity to show cause, if any, why their

licenses should not be refused. The Hcense of one society, however, was refused, but

the remaining societies evidenced a desire to comply with the requirements of

Massachusetts.
No foreign fraternal benefit society oa the lodge system has been authorized to

transact the kind of business permitted by Chapter 346, Massachusetts Acts of 1945.

During the year 1945, no foreign fraternal benefit society on the lodge system was
admitted to Massachusetts.
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Since the enactment of Chapter 329, Massachusetts Acts of 1945, no society ap-

pears to have taken advantage of the permission to eliminate the requirement of a

medical examination as a prerequisite to the issuance of death benefit certificates to

children by fraternal benefit societies.

Several societies have filed proposed drafts of amendments in order to bring the

laws of the society within the provisions of said Chapter 176. Not all of these codes

were disposed of on December 31, 1945, but it is anticipated that action will be
taken by the Department prior to the next convention of the society.

The life of any fraternal benefit society depends upon the acquisition of new mem-
bers. In the past, considerable success has been attained by attracting young people

to accept membership in fraternal benefit societies. It is interesting to note that

Mr. John C. Sciranka, Editor of the Slovak Cathohc Federation and Associate

Editor of "The Slovonic Monthly," writing in the July 1945 issue of the Fraternal

Monitor, comments as follows:

"It is no secret that the 'teen agers are being rapidly lost to our beneficial so-

cieties. Even the most active organizations with programs especially designed

for youth report that their reserve, as they designate their youth, is on the

decline in numbers tliroughout America.

"We view this unfortunate state of affairs with concern for the future. Al-

though our leaders have made repeated efforts to remedy the unhappy situation

by campaigns for new members, nevertheless, after the young members have
reached the age at which they are transferred to adult membership, they soon

withdraw from the organization altogether. The situation grows steadily worse

month after month, and hence we must give this matter serious and immediate
attention."

The success of fraternal benefit societies is important because through these

societies, insurance benefits are secured, which would not be secured through other

channels. The confidence of certain racial and reUgious groups in the societies op-

erated by their own people should be maintained. A heavy responsibihty rests

upon the leadership of this type of society, if confidence in the fraternal system of

insurance is to be maintained.

The following table shows the development of business and membership of the

fraternal benefit societies domiciled in this Commonwealth during the past ten

years. The schedule includes the larger societies authorized to transact business

under the provisions of Chapter 176. *

* Societies on the Lodge System and societies under Section 45 of Chapter 176. Those societies authorised

under Section 46 of Chapter 176 are not included in this schedule. The activities of 46 societies and
their methods of doing business differ widely from the societies on the Lodge System and those authorized

by Section 45.
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The decline in income and membership of societies on the Lodge System requires

careful consideration, not only by the Commissioner of Insurance but by the Legis-

lature also. It is not without regret that we in the Insurance Department received

the information that the Legislature had decUned to follow the recommendations of

the Recess Commission studying fraternal matters to the effect that further con-

sideration and investigation should be given the affairs of the fraternal benefit

societies.

However, for the benefit of the members of the General Court, let me report that

the National Association of Insurance Commissioners is presently concerned with
an investigation of the fraternal mortality experience through a special committee
composed of representatives of several State Departments. At the date of this Re-
port, there has been substantial progress made toward the preparation of a uniform
code of law for consideration by the several States. This code has been prepared by
the Fraternal Committee of the National Association of Insurance Commissioners
working jointly with a committee of the National Fraternal Congress. The present

status of the matter is reported in the Proceedings of the National Association of

Insurance Commissioners, 77th Session, 1946, as follows:

"***At the conclusion of our Grand Rapids meetings the following resolu-

tion was passed

:

Resolve : 'That the Chairman of this Committee report to the Convention
— PROGRESS. That the present code, including all approved amendments
be prepared and submitted to the members of the committee for study and
review, and that the Chairman call a meeting of the Fraternal Committee to

be held in January or February, 1946 for action thereon, after which a final

draft will be prepared and submitted to all Commissioners at least sixty

days prior to the June N.A.I.C. Convention for final action.'

Respectfully submitted,

William A. Sullivan, Chairman"

I shall report further on this subject in my next annual report. In the meantime,
we shall proceed to negotiate with those societies prevented by wartime conditions

from bringing their by-laws and practices into conformity with the Massachusetts
law.

During the calendar year 1945, the supervision of fraternal benefit societies in-

volved the auditing of annual statement blanks. Following is a synopsis of the num-
ber of societies which filed with the Department annual statements to be audited

:

Lodge Systems

:
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The Commonwealth of Massachusetts

DEPARTMENT OF BANKING AND INSURANCE
DIVISION OF INSURANCE

100 Nashua St., Boston

January 23, 1945

To Companies Authorized to Transact Fidelity and Surety
Business in the Commonwealth of Massachusetts:

Representatives of surety companies have asked for a copy of the Faithful

Performance Form of Bond required by Section 60 of Chapter 175 of the Gen-
eral Laws of Massachusetts to be used in covering the principal ofl&cers of in-

suraDce companies. A copy of this form as revised is enclosed.

At the request of certain surety companies the form was recently revised to
permit the wai\'ing in certain exceptional cases of the provision that no cancel-

lation shall take effect prior to the expiration of ten days after written notice

of the cancellation of the bond has been filed with the Commissioner of Insur-

ance of the Commonwealth of Massachusetts. While the revised form permits
the approval of an earher date by the Commissioner, it is the intention of the
Department to allow exceptions to the rule very sparingly, and it is not ex-

pected that this new provision will be made use of to any extent except in the
case of the death of a principal under the bond.

If a surety company or obhgee decides to cancel a bond, notice should be
promptly given to the Department so that the cancellation may take effect in

the usual manner ten days after the notice of cancellation has been filed with
this Department.

A copy of this letter and bond form will be mailed to the Boston Office of

each company.

Acknowledgment of this communication is requested.

Very truly yours,

Edmund S. Cogswell,

First Deputy Commissioner of Insurance
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KNOW ALL MEN BY THESE PRESENTS

That we of in the County of

and Commonwealth of (or State of) as

principal, and the company, a corporation duly organ-
ized and existing under the laws of the State of

having its principal office at in the State
of and being duly authorized to transact the
business of fidehty insurance and corporate suretyship in the Commonwealth
of Massachusetts, as surety, are holden and stand firmly bound and obligated

unto the Insurance Company, a corporation duly
established under the laws of the Commonwealth of (or State of)

,

in the sum of Dollars, to be paid to the said

Insurance Company, its successors or assigns, to the payment whereof we
jointly and severally bind ourselves and said principal binds his heirs, executors
and administrators, by these presents.

NOW THEREFORE, if the said. shall faithfully per-

form and discharge all the duties of said office, as they now or may hereafter

exist, during the term for which he has been elected and during such further

time as he may continue to hold said office, whether by re-election or other-

wise, then this obligation shall be void, otherwise it shall be and remain in full

force and virtue.

PROVIDED, however, that this bond may be cancelled at any time by re-

quest of the obligee, and the said surety shall thereupon refund the portion of

the premium remaining after deducting the customary monthly short rates for

the time this bond shall have been in force. Said surety also reserves the right,

after giving written notice to said principal and said obligee, and tendering a
ratable proportion of the premium, to cancel this bond as to all risks subsequent
to the expiration of sixty days from such notice. But no such cancellation,

whether made by the request of the obhgee or by the surety, shall take effect

prior to the expiration of ten days after written notice of the cancellation of

this bond has been filed with the Commissioner of Insurance of the Common-
wealth of Massachusetts, unless an earlier date of cancellation is approved by
the Commissioner of Insurance.

IN WITNESS WHEREOF the said as principal,

has hereunto set his hand and seal, and the said

Company has affixed its corporate seal and caused these presents to be signed

by its President and Secretary, at its office in this

day of 19

Principal

In the presence of

(Seal of the Company) Company

President

Secretary
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February 21, 1945

To All Companies Writing Compulsory Automobile

Liability Insurance in this Commonwealth:

I attach hereto a copy of a communication received from Jess. G. Read,
Secretary, NAIC, containing a copy of a Resolution adopted by the Casualty

and Surety Committee of the National Association of Insurance Commissioners
and approved by the Convention. Please acknowledge receipt of this com-
munication.

Will you likewise furnish this Department with an expression of your Com-
pany's attitude with respect to the subject matter of the Resolution. This

problem will be considered by the appropriate committee of the Massachusetts

Automobile Rating and Accident Prevention Bureau in the near future and the

Commissioner has requested that it be included in the agenda for discussion at

the Annual Meeting of the Bureau in April.

Very truly yours,

Thomas H. O'Connell,
Second Deputy Commissioner

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
Oklahoma City, Oklahoma
January 26, 1945

My dear Commissioner:
At the meeting of Commissioners in New York last December the Resolu-

tion below was adopted by the Casualty and Surety Committee of the National

Association of Insurance Commissioners, and approved by the Convention.
Same is for your information.

Respectfully,

/s/ Jess G. Read,
Secretary, NAIC

Resolution
Whereas, the war effort, in industry as well as on the fighting front, has pro-

duced and will continue to return to peace-time pursuits an abnormal number
of physically handicapped individuals who are entitled to the utmost consider-

ation to the end that they may be enabled to resume a normal and useful

existence; and
Whereas, various casualty insurance companies, both stock and non-stock,

organization and non-organization, have in meetings with appropriate com-
mittees of the National Association of Insurance Commissioners recommended
the adoption of the underwriting principle that automobile liability insurance

be made available to physically handicapped individuals on the same basis as

such insurance is provided for the public generally, where evidence is available

that such handicapped person can operate an automobile safely, in order that
such insurance may be obtained without reference to assigned risk plans on the
sole ground of physical disability, therefore be it

Resolved, that the Casualty and Surety Committee and the Assigned Risk
Committee of the National Association of Insurance Commissioners commend
the efforts that have been and are being made by the casualty insurance in-

dustry to provide this public service, and be it further

Resolved, that it is in the public interest for Insurance Commissioners to co-

operate with the insurance industry, state motor vehicle supervisors and re-

habilitation authorities in the development of standards of operation and equip-
ment which will enable physically handicapped persons to operate motor
vehicles safely, and be it further

Resolved, that, as suggested by the representatives of the industry, a copy
of this resolution be sent to each State Insurance Commissioner with the
recommendation that it be forwarded to all companies writing automobile in-

surance to afford an opportunity to those that have not participated in the dis-

cussions with the committees to subscribe to the principles contained in this

resolution.
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May 25, 1945
To All Companies Writing Compulsory Automobile

Liabiliiy Insurance in this Commonwealth:

Important Notice

in re:

1946 Massachusetts Private Passenger Automobile Registration Application

This notice is advance information for the official of your company in charge
of statistics relative to an important change in the registration application for

private passenger automobiles in Massachusetts for the year 1946.

Item numbered 7A on the 1945 Registration Application relative to the esti-

mated mileage of the automobile will not appear on the 1946 application.

There will appear on the reverse side of the Duphcate Certificate of the 1946
Registration Application the following statement which must be completed and
signed by the applicant.

Must be filled in by the applicant

For private passenger cars only

I estimate that this motor vehicle and any other private

passenger motor vehicles which may replace it in 1946
will be operated not more than miles in 1946.

Sign (do not print)

Name in full

First Name Middle Initial Last Name

The purpose of this statement is to provide a source for obtaining statistical

data relative to mileage for analysis and study in connection with establish-

ment of compulsory automobile liabihty insurance rates in Massachusetts.
Space will be available on this reverse side for use by the companies for re-

cording statistical data relative to coverage.

It is imperative that all companies instruct their agents and field men to

make certain that the statement is completed and signed by the applicant before

certifying the insurance.

This notice is given to you at this early date so that your company will have
ample time to make such arrangements as may be necessary for the accumu-
lation of mileage statistics of Massachusetts automobile hability business.

Subsequent instructions will be established by the Commissioner relative to

the reporting of such statistics.

Please acknowledge receipt of this notice.

Charles F. J. Harrington,
Commissioner of Insurance

August 28, 1945

To All Companies Authorized to Transact Compulsory Motor
Vehicle Liability Insurance in Massachusetts:

In Re: 1945 Classifications of Risks and Schedule of Premium Charges
Established November 30, 1944.

To assure uniform apphcation of the Classifications of Risks and Premium
Charges for the year 1945 as set forth in the Finding and Order above cap-

tioned the following Ruling is issued

:

The Classifications for Private Passenger Automobiles were estab-

fished for the year 1945. No authority is vested in the Commissioner to

estabMsh new classifications in place of those set up at the beginning of the an-

nual period.

Although rationing limitations which were in effect at the beginning of such

period and continued for more than seven months have now been done away
with, nevertheless the fact of such abandonment does not authorize the Com-
missioner to establish new rates and classifications effective during the re-

mainder of the calendar year.
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Private Passenger Automobile Risks classified in Class 1 and Class 2 and in-

sured under contracts written on or before August 15, 1945, retain such classi-

fications until December 31, 1945. Automobiles insured under contracts writ-

ten or to be written after August 15 fall within Class 3.

Prompt acknowledgment of the receipt of this communication is requested.

Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance

CFJH:AMB

September 21, 1945

To All Companies Writing Compulsory Automobile

Liability Insurance in this Commonwealth:
We are enclosing herewith an Order of the Commissioner dated September

21, 1945, with form attached — a copy of a letter received from the Registrar

of Motor Vehicles indicating the reason for the revision of the Commissioner's

Order of September 17 — a copy of a letter which has been forwarded to all

brokers hcensed to write Compulsory Motor Vehicle Liability Insurance in

the Commonwealth, under date of September 18, deahng with the subject

matter of the Commissioner's Order. The form referred to in the brokers' let-

ter is the form attached to the Commissioner's Order.

These enclosures are self-explanatory.

Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance

September 21, 1945

To All Companies Writing Compulsory Automobile

Liability Insurance in this Commonwealth:

Order of the Commissioner
in re:

1946 Massachusetts Private Passenger Automobile Registration
Application

This Order is a revision of the Order of the Commissioner issued September
17, 1945, relative to the classification of automobiles operated on a restrict-

ed basis.

In the interest of uniformity in collecting information which will enable us to

consider the advisability of estabUshing a classification similar to that proposed

by insurance carriers for country-wide use or other plans, the applicants for

registration will not be required to furnish the information relative to mileage on

the automobile registration application. However, it will be necessary to procure

the information set forth on the enclosed form over the personal signature of the

applicant for registration. This form, when completed, must be attached to

your records so that it will be readily available for st atistical purposes and for

examination by this Department.
Your company is instructed to print imme diately forms containing the

identical phraseology set forth in the enclosure.

"You will instruct all persons authorized to act for you in the matter of com-
pulsory automobile insurance to procure the enclosed form personally com-
pleted and signed by the applicant for registration before signing the certificate

of insurance forming part of the motor vehicle registration application. The in-

formation herein sought is necessary in order that the commissioner may give

consideration to the estabhshment of adequate, just, reasonable and non-

discriminatory premium charges and classifications of risks for motor vehicle

liabihty policies and bonds. This order is issued under the authority of Sec-

tion 113B of Chapter 175."

Please acknowledge receipt of this Order.

Charles F. J. Harrington,
Commissioner of Insurance
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Massachusetts Compulsoky Automobile Insurance

Information for Classification of Private Passenger Automobiles Owned
by Individuals

Is the use of the automobile required by or customarily involved in the duties

of the applicant or of any other person, customarily operating the automobile

in his occupation, profession or business? (Driving between resi-

dence and principal place of occupation, profession or business is not business

use.)

I estimate that, during the 1946 period of registration, this automobile and any
replacement thereof will be operated miles.

Is any operator of the automobile resident in the applicant's household under

25 years of age?

I hereby declare that I have read the above questions and answers and that

they are complete and true.

Signature of Applicant

Date

September 21, 1945

Hon. Charles F. J. Harrington,

Commissioner of Insurance,

100 Nashua Street,

Boston, Massachusetts

Dear Sir:

Please be advised that since the "Order of the Commissioner of Insurance

in re 1946 Massachusetts Private Passenger Automobile Registration Applica-

tions" was transmitted to the various insurance companies under the date of

September 17th, a change has occurred of which you should be advised inas-

much as this changed condition nullifies the arrangement contained in the

second paragraph of your Order. Specifically, arrangements have been made
between the Registry and the printer of the application blanks whereby a

sufficient supply of these 1946 blanks will be available for distribution by
October 1st, therefore eUminating any necessity of using the 1945 blanks

whatsoever.
The use of the 1945 blanks was decided upon only as a last resort to faciUtate

the processing of the blanks both by the insurance companies and the Regis-

try, inasmuch as great delay was anticipated in the receipt of the new 1946

blanks. However, with the 1946 blanks becoming available by October 1st,

the use of the 1945 blank for any 1946 registration will not be permitted.

Yours very truly,

/s/ Rudolph F. King,
Registrar

September 18, 1945

To All Insurance Brokers Licensed to Transact Compulsory Motor

Vehicle Liability Insurance in This Commonwealth:

All insurance companies authorized to transact compulsory motor vehicle

liability insurance in this Commonwealth have been ordered to procure from

their pohcyholders the information indicated on the enclosed form.

In your capacity as a broker, you are instructed to cooperate with the insur-

ance companies to secure from your clients the information required. Your
particular attention is directed to the fact that all insurance companies have

been ordered not to certify or authorize certification of insurance unless the

enclosed form is completed and signed by the applicant. This form will be

furnished by the insurance companies.

Your cooperation will assure prompt certification of insurance certificates

and will avoid inconvenience to the insuring public, to you and to the insurance

companies.
Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance
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October 10, 1945

To All Domestic Life Insurance Companies:

Interpretation of Section 66 of General Laws, Chapter 175

Information has recently been requested from this Department on the fol-

lowing question

:

Do Massachusetts Laws permit domestic life insurance companies to in-

vest in the stocks of Trust Companies incorporated in other states or in

the stocks of National Banking Associations incorporated under Federal

Law and located in a state outside of New England?
Our answer to the above inquiry is in the negative.

The Acts of 1907, Chapter 576, Section 37 prohibited domestic life insurance

companies from investing any funds in the stocks of corporations if such stocks

were subject to any assessment except for taxes. When this Statute was first

enacted stocks of trust companies incorporated in Massachusetts and of na-

tional banking associations incorporated under Federal Law were subject to

assessment for contingent liabiUty and therefore came within the prohibition.

In 1931, Section 66 of General Laws, Chapter 175 was amended by the en-

actment of Chapter 286 which permitted such portion of a life insurance com-
pany's funds as were not required to be invested in the securities named in

Section 63 to be invested in the stocks of Massachusetts trust companies or of

national banking associations incorporated under Federal Law and located in

any one of the New England States within certain specified Hmitations which
were spelled out in the law.

Thereafter, by the enactment of Chapter 248 of the Acts of 1937 operative

July 1, 1938, and the amendment to Section 64a, Title 12 of the United States

Code operative July 1, 1937 (12 U.S.C.A. S. 64a) the liability to assessment of

owners of capital stock of Massachusetts Trust Companies or of National

Banking Associations formed under Federal Law which complied with these

Statutes was annulled.

Chapter 248 of the Acts of 1937 entitled, "An Act Relative to Elimination of

So-Called Double Liability of Stockholders of Trust Companies," made no
change or amendment to Section 66 of General Laws, Chapter 175; therefore,

it must be assumed by the Department that it was the Legislative intention to

continue the limitations referred to in the Second Sentence of Paragraph 2 of

said Section 66 relative to the investment of the funds of a life insurance com-
pany in stocks of trust companies or national banking associations formed
under Federal Law.

Until there is definite legislative action amending the Second Sentence of

Paragraph 2 of Section 66, this Department will interpret the hmitations set

forth therein as in full force and effect.

Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance

October 23, 1945

To All Companies Writing Compulsory Automobile Liability Insurance:

Under the authority of General Laws, Chapter 90, Section 34B, a certificate

of an insurance or surety company as defined in Section 34A of said Chapter 90
may be executed in the name of the company by an employee of the company
or by an employee of an agent of the company provided that such employee
has been authorized by the company or by such agent by an unrevoked writing

in a form prescribed by the Commissioner of Insurance and filed in his office.

Presently it has come to our attention that certain persons designated by
insurance companies to execute certificates as aforesaid have been under
twenty-one years of age and the Department has refused to accept such Powers
of Attorney for filing.

General Laws, Chapter 175, Section 163 requires that an agent of an insur-

ance company (in addition to other quaHfications) be of full age and the De-
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partment takes the position that an appointee of an agent acting under a

Power of Attorney as defined in Section 34B of Chapter 90 should meet the age
requirements of an insurance agent.

In the future in designating appointees to act under Powers of Attorney in

the certification of risks for compulsory automobile liability insurance please

be certain that each appointee has passed his or her twenty-first birthday.

Very truly yours,

Charles F. J. Hakrington,
Commissioner of Insurance

December 27, 1945

To: Casualty Companies Authorized to Transact Business in

Massachusetts

Re: Annual Statements

Enclosed are two annual statement blanks furnished in accordance with

Section 15, Chapter 175 of the General Laws of this Commonwealth. Section

25 of said Chapter as amended by Chapter 159 of the Acts of 1945 provides

that your annual statement, to be filed with the Commissioner of Insurance,

100 Nashua Street, Boston, Massachusetts, on or before March 1, 1946, must
be on this blank or on an alternate form acceptable to him. An alternate form
will be acceptable to this Department, provided it is modified to contain all

special requirements of Massachusetts and further provided that all phraseology

including the column headings and footnotes, is identical with that shown on
the accompanying blanks.

Special Requirements for Massachusetts

These special requirements as they appear in the enclosed blanks are as

follows

:

Unauthorized reinsurance

:

Page 5, lines 44A and 44B
Unauthorize reinsurance: Page 9, lines 77A and 77B
Reinsurance contracts: Page 6, Interrogatory 17B
Unearned premiums: Page 7, footnote to column

8 of "Recapitulation"

Underwriting and Investment Exhibit : Page 9, line 88
Amortized values required

:

Schedule D, part 1, special

footnote

Statements on mutilated blanks are not acceptable. If the enclosed blank is

used for the statement, it must not be cut in order to combine it with

printed schedules. Such schedules should be securely attached to the appro-

priate pages or bound separately.

Mutual companies which have issued both assessable and non-assessable

policies are requested to give the following information in addition to that

called for by the blank, each item to be separated as between the two types

:

1. Business in force

2. Unearned premium reserve

3. Unpaid losses

All premiums in course of collection on poUcies effective prior to October 1st,

representing business written within the North American continent, Hawaii,

Porto Rico, Cuba, and West Indies, and effective prior to July 1st if written

elsewhere, must be reported in column 2, lines 9-24, page 4, and deducted as

a non-admitted asset in line 48. This is required by Massachusetts law and

cannot be waived.

Modifications

In view of conditions resulting from the war emergency, the following modi-

fications of the requirements of the annual statement blank will be accepted

for the business of the year 1945

:

1. On Schedule D, part 3, the description of the redeemable options may
be omitted.
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2. On Schedule B — Mortgage Loans — show individually mortgages
which exceed $100,000 or 1% of admitted assets December 31, pre-

ceding year, whichever is smaller. All others may be summarized.
3. On Schedule N— Bank Balances— show only balances at Decem-

ber 31.

4. On Schedule T— Exhibit Of Premiums Written— show reinsurance

assumed and ceded without separation as to authorized and unauthor-
ized companies.

5. On Schedule L— Salaries, etc. — the data may be omitted.

Any company desiring to report on the annual statement blanks as printed,

without taking advantage of these modifications, or any part thereof, may
do so.

Canadian and Other Foreign Assets

A supplementary statement should be furnished of all assets located in

Canada or payable in Canadian funds and of all liabilities payable out of such
assets which are reported in the annual statement. The excess of Canadian
assets over Canadian liabilities, if any, shall be discounted at 9.50% and the
discount shall be deducated under "Assets Not Admitted." Similar informa-
tion should be furnished regarding assets and liabilities in any other foreign

country.

Amortization of Bonds
Bonds are to be deemed ehgible for amortization in accordance with the

resolutions adopted by the National Association of Insurance Commissioners
in June, 1945 amended in December, 1945, and set forth in the Association
Book of Security Values published by the National Association of Insurance
Commissioners.

Accrued Interest

(a) Mortgage Loans: All interest due and accrued on mortgage loans should
be reported under non-ledger assets. Credit will be allowed for combined
due and accrued interest up to one year on only those mortgages on
which no legal steps have been taken to foreclose, or upon which no
foreclosure is contemplated, or on which the combined due and accrued
interest is less than three years. The balance should be reported under
"Deduct Assets Not Admitted" with the description "Interest Due and
Accrued on Mortgage Loans Not Allowed."

(6) Bonds: No credit should be taken for accrued interest on adjustment or

income bonds, or on bonds valued at a "flat" market rate. On bonds
with contingent interest, the amount should be computed at the guar-
anteed rate only.

Insured Mortgages
Credit will be allowed for amortized value on a five-year basis for the pre-

mium paid on a mortgage insured under the provision of the National Housing
Act.

Penalty
The penalty provided by law for filing of an annual statement after March

1st is $100 per day. To avoid this penalty, each company should file its annual
statement in advance of March 1st.

Very truly yours,

Charles F. J. Harrington,
Commissioner of Insurance

December 27, 1945

To Life Insurance Companies Authorized to Transact Business
in the Commonwealth of Massachusetts:

Enclosed are two annual statement blanks furnished in accordance with
Section 15, Chapter 175 of the General Laws of this Commonwealth. Section
25 of said Chapter as amended by Chapter 159 of the Acts of 1945 provides
that your annual statement, to be filed with the Commissioner of Insurance,
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100 Nashua Street, Boston, Massachusetts, on or before March 1, 1946, must
be on this blank, or on an alternate form acceptable to him. An alternate form

will be acceptable to this Department, provided it is modified to contain all

special requirements of Massachusetts and further provided that all phrase-

ology, including the column headings and footnotes, is identical with that

shown on the accompanying blanks.

In preparing the annual statement for the year 1945, the following instruc-

tions, supplementary to those opposite page 1 of the Massachusetts blank,

should be followed.

The statement must not be mutilated in any way.

War Emergency Economies
In the interest of war emergency economies, the following modifications of

the requirements of the annual statement blank will be accepted for the busi-

ness of the year 1945

:

1. Schedule A— Part 1, Real Estate Owned; Part 2, Real Estate Sold.

Report individually each property, except that those with a book value up to

$100,000 or 1% of total admitted assets at the end of the preceding year, which-

ever is less, may be summarized.
2. Schedule B — Part 2, Section 1, Mortgages in Good Standing. Sum-

marize all mortgages in each main classification {i.e., Farm Mortgages — Pur-

chase Money, Farm Mortgages — Other than Purchase Money, etc.)

3. Schedule B — Part 2, Section 2. Summarize all mortgages by states in

each of the five main classifications (i.e., Farm Mortgages, Farm Mortgages—
Other than Purchase Money Morgages, etc.)

4. Schedule B — Part 2, Section 3, Mortgages in Process of Foreclosure.

Show individually those which exceed $100,000 or 1% of admitted assets

December 31 preceding year, whichever is smaller. All others may be sum-
marized.

5. Schedule B — Part 3, Mortgages Foreclosed and Transferred to Real

Estate. Summarize all mortgages in each main classification (Farm Mortgages
— Purchase Money, Farm Mortgages — Other than Purchase Money, etc.)

6. Schedule D — Part 3, Stocks and Bonds Acquired. Description of re-

deemable options may be omitted.

7. Exhibits of Insurance Pohcies (page 6). The information regarding

Paid-Up Insurance required by Footnote (a) may be omitted.

Any company desiring to report on the annual statement blanks as printed,

without taking advantage of these modifications, or any part thereof, may
do so.

Reinsurance
(a) Particular attention should be given to item 24, page 4, items 6, 8, 9(a)

and 9(6) and 12 (column 4) page 5. Reinsurance in companies not licensed to

conduct a life business in Massachusetts should not be included in item 24,

page 4, or deducted from the above enumerated items on page 5. A list of com-

panies authorized to transact life insurance in Massachusetts is attached.

(6) Attention is also called to Chapter 343 of the Acts of 1941, a copy of

which was sent to each company on October 16, 1941.

Contingent Reserves

The purpose and amount of each fund should be fully stated. Contingent

reserves should be calculated on a basis which can be justified by the com-

pany. Reserves not specifically allocated to a definite item should be con-

sidered as part of surplus.

Combined Statement

Companies conducting an Accident and Health business in Massachusetts

in addition to the Ufe business are furnished with and required to file an addi-

tional statement combining assets, and investment income, disbursement and

liability items, and including a Gain and Loss Exhibit of the combined business.

Gain and Loss Exhibit

(a) The instructions for preparing the Gain and Loss Exhibit are to be ad-

hered to strictly, and the exhibits required therein must be furnished.



Part II

(&) Any item in the statement proper which is not included in the instruc-

tions for preparing the Gain and Loss Exhibit should have some key or foot-

note designating the item of the Gain and Loss Exhibit in which it is included.

(c) If an item in the statement proper is divided into two or more parts of

the Gain and Loss Exhibit, some indication as to the amount included and the

items in which the amounts are included should be recorded in the statement.

Schedule D
(a) Companies are required to follow the instructions for "Grouping of

Bonds" in part 3, as well as part 1 of Schedule D.

(6) Companies are requested to furnish when possible, the cost, effective

rate and amortized value for each year of maturity of a Serial Bond.

Valuation of Stocks and Bonds
Stocks and bonds are to be valued in accordance with the resolutions adopted

by the N.A.I.C. in June 1945, and the rules set forth in the "List of Corporate

Bonds held by Insurance Companies with Notations as to Ehgibility for

Amortization under the provisions of the resolutions adopted by the National

Association of Insurance Commissioner."

Accrued Interest

(a) Mortgage Loans: All interest due and accrued on mortgage loans should

be reported under non-ledger assets. Credit will be allowed for combined due
and accrued interest up to one year on only those mortgages on which no legal

steps have been taken to foreclose, or upon which no foreclosure is contem-

plated, or on which the combined due and accrued interest is less than three

years. The balance should be reported under "Deduct Assets Not Admitted"
with the description "Interest Due and Accrued on Mortgage Loans Not
Allowed."

(6) Bonds: No credit should be taken for accrued interest on adjustment or

income bonds, or on bonds valued at a "flat" market rate. On bonds with con-

tingent interest, the amount should be computed at the guaranteed rate only.

N.B. The taxation of all insurance companies is under the jurisdiction of the

Commissioner of Taxation and Corporations, State House, Boston 33,

Massachusetts, to whom all inquiries concerning taxation matters should be

addressed. Tax payments should be sent to said Department directly and
not through the medium of the Insurance Department.

Very truly yours,

Charles F. J. Harrington
Commissioner of Insurance

Report of Legislation
Legislative Recommendations of the Commissioner of Insurance. — The

Recommendations of the Commissioner of Insurance for legislation are con-

tained in House Bill No. 50, marked Appendix "H," attached to this Report.

Statutes Enacted in 1945 Relating to the Affairs of Insurance Companies Sub-

ject to this Part of the Report. — The following Chapters are set forth in full in

Part I of this Report. They apply also to the companies which are the subject

of this Part of the Report.

Chapter 46
An Act relative to the making by banking institutions and insurance
companies of loans to veterans of world war ii guaranteed by the
administrator of veterans' affairs.

Chapter 57
An Act temporarily confirming the power and authority of domestic
insurance companies, their officers, directors, employees and agents,
TO PAY certain TAXES AND FEES, AND RELATING TO LIABILITY THEREFOR.

Chapter 159
An Act relating to the annual statements of insurance companies.

Chapter 188
An Act relative to investments by domestic insurance companies in

certain mortgages of Real Property.
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Chapter 368

An Act providing for the issuance of insurance brokers' licenses
WITHOUT fee to BLIND PERSONS.

Chapter 384

An Act authorizing multiple line underwriting, so called, by certain
domestic and foreign stock and mutual insurance companies.

Chapter 609
An Act defining more specifically the powers of certain insurance

Companies.

Chapter 68
Resolve providing for an investigation and study by a special unpaid

commission relative to the laws pertaining to the soliciation of
mortgages and relative to fair practices in mortgage lending and
related matters.

[Chap. 298]

An Act providing for giving notice to holders of lapsed industrial life

insurance policies of non-forfeiture benefits.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-five of the General Laws is hereby

amended by inserting after section one hundred and forty-six the following

section:— Section 146A. In case of any default in the payment of a premium
on any policy of industrial life insurance issued or delivered in the common-
wealth by any hfe company occurring after premiums have been paid thereon

for three full years, the company, within six months from the due date of the

defaulted premium, shall send by mail to the holder thereof, at his last known
address, a notice setting forth any non-forfeiture benefit, other than one elected

by the holder, in force under such policy when the notice is mailed. An affi-

davit of any officer, clerk or agent of the company, or anyone authorized by
the company to mail the notice required by this section, that such a notice has

been duly mailed on behalf of the company shall be prima facie evidence that

such notice was duly mailed. The provisions of this section shall not apply to

such a policy on the life of a person who, on the due date of the defaulted

premium, is not a resident of the commonwealth, unless the premium on the

policy prior to the defaulted premium was paid within the commonwealth to

the insurer or its agent.

COMMENT:
The purpose of this Legislation is to inform the holders of industrial policies of their

rights under non-forfeiture provisions of said policies.

Practical experience has proven to us that there are many people who are not familiar

with the terms and provisions of their life insurance policies. It is anticipated that the

information required to be mailed under the provisions of this Legislation will enable

policyholders to acquire valuable privileges afforded by the non-forfeiture provisions of

industrial life insurance policies.

[Chap. 313]

An Act relative to group annuity contracts.

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

hereby amended by inserting after section one hundred and thirty-two, as

amended, the five following sections: — Section 132A. A group annuity con-

tract is hereby defined to be a contract issued by a company (a) to a person,

firm or corporation, as employer, and providing for the payment of annuities

on all of his or its employees or any specified class or classes thereof, and which

requires that the considerations or stipulated payments shall be paid by the

employer or by the employer and the employees jointly; or (&) to a trustee or

trustees appointed under an agreement executed by a person, firm or corpora-

tion as employer to administer a plan of annuities or a plan of annuities and

other benefits, which permits all his or its employees or any specified class or

classes thereof to become annuitants and which requires that the considera-
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tions or stipulated payments shall be paid either by the employer, or by the
employer and his employees jointly, or with gifts or other voluntary contribu-

tions received by such trustee or trustees.

The word "employees," as used in this section, shall include retired em-
ployees and officers and managers of any employer and, in the case of a corpora-

tion, the employees of its subsidiary or affiliated corporations, and the indi-

vidual proprietors, partners and employees of affiliated individuals and firms

controlled by the holder through stock ownership, contract or otherwise.

The word "annuitant," as used in this section and sections one hundred and
thirty-two B and one hundred and thirty-two C, shall mean any person on
whose life an annuity is payable under a group annuity contract.

The word "holder," as used in this section and sections one hundred and
thirty-two B and one hundred and thirty-two D, shall mean the person, firm,

trustee or trustees, or corporation, to whom or to which a group armuity con-

tract is issued.

Section 1S2B. No group annuity contract shall be issued or deUvered in the

commonwealth, except as provided in section one hundred and thirty-two A,

nor until a copy of the form thereof has been on file for thirty days with the

commissioner unless before the expiration of such thirty days he shall have
approved in writing the form of the contract; nor if the commissioner notifies

the company in writing within said thirty days that in his opinion the form of

the 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 contract be
so issued or delivered unless it contains in substance the following provisions :

—

1

.

That the holder is entitled to thirty days of grace within which the pay-
ment of any considerations or stipulated payments falUng due on the contract

after one year from its date of issue may be made, subject, at the option of the

company, to an interest charge at a rate, to be specified in the contract, not ex-

ceeding six per cent per annum for the number of days of grace elapsing before
payment of the considerations or stipulated payments.

2. That (1) the contract, or (2) a provision that the contract and the appU-
cation of the holder, a copy of which shall be attached thereto, or (3) a provision

that the contract and the appUcation of the holder, a copy of which shall be
attached thereto, and the individual appUcations of the annuitants filed with the
company and referred to in the contract, shall constitute the entire agreement
between the parties.

3. That if the sex, age, service, salary or any other fact affecting the amount
of any considerations or stipulated payments payable to the company or the
amount or the date or dates of payment of any benefits with respect to any
annuitant has been misstated, the considerations or stipulated payments, or

the benefits, or both, shall be the amount which would have been payable if

such fact or facts had not been misstated, and that, in no case, shall the com-
pany be liable to pay any greater benefit with respect to any annuitant than
that which would be payable on the basis of the true facts and the actual con-

siderations or stipulated payments received by the company.
4. That in case of the termination, otherwise than by death, of the employ-

ment of an annuitant or the discontinuance of the payment of considerations

or stipulated payments under the contract, an annuitant who contributes to

such considerations or payments shall be entitled to a paid-up annuity, payable
commencing on a fixed date, based upon the same mortality table, rate of in-

terest and loading formula used by the company in computing such considera-

tions or payments; that such annuity shall be for an amount at least equal to

that purchased by the contributions of the annuitant, determined as of the
respective dates of payment of his several contributions, as shown by a schedule
which shall be included in the contract; that, if the amount of such paid-up
annuity is less than sixty dollars annually, the company, may, at its option, in

lieu of such paid-up annuity, pay as a cash surrender value an amount at least

equal to ninety-six per cent of the aggregate amount of the annuitant's con-
tributions, without interest, and that such value may be paid either in a single

sum or in equal instalments over a period of not more than twelve months;
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and that, in case of the death of the annuitant prior to the commencement date
of the annuity, the company shall pay a death benefit at least equal to the ag-
gregate amount of the annuitant's contributions, without interest, but not
exceeding the aggregate amount of the considerations or stipulated payments
made to the company on account of the annuitant, with interest.

5. That the company will issue to the holder of the contract, for delivery to
each annuitant who contributes to the considerations or stipulated payments
thereunder, an individual certificate setting forth a summary of the benefits to
which he is entitled under the contract.

6. That, in the case of a participating contract, any dividend or dividends
apportioned thereunder by the company shall be paid in cash to the holder for

his or its own benefit ; or a provision that any such dividend or dividends shall

be apphed in reduction of the considerations or stipulated payments, or portion
thereof, paid or payable by the holder; or a provision that any such dividend
or dividends may be paid in cash or apphed, as aforesaid.

7. That, in case of a non-participating contract that provides for experience
rating credits, any such credit or credits which may be allowed by the company
shall be paid in cash to the holder of the contract for his or its own benefit ; or a
provision that any such credit or credits shall be apphed in reduction of the
considerations or stipulated payments, or portion thereof, paid by the holder;
or a provision that any such credit or credits may be paid in cash or applied,

as aforesaid.

Any such contract may, at the option of the company, provide that, in case
of the termination, otherwise than by death, of the employment of an annui-
tant or the discontinuance of the payment of considerations or stipulated pay-
ments thereunder, benefits shall be payable to the holder, and, in such a case,

the contract shall specify the nature and the basis of the ascertainment of any
such benefits.

Any such contract may, by mutual agreement of the company and the
holder, contain any provision which is required or authorized by, or is neces-
sary to conform the contract to, or to give the holder the benefit of, any fed-

eral statute or any rule or regulation of the United States Treasury Department.
Provisions numbered 3 and 4, and no other such provision, shall be required

to be contained in substance in the certificate mentioned in provision num-
bered 5.

A group annuity contract, and any certificate issued thereunder, shall be
deemed to contain in substance any provision required by this section when in

the opinion of the commissioner the provision is stated in terms more favorable
to the annuitants or not less favorable to the annuitants and more favorable
to the holder.

Section 132C. No group annuity contract, nor the proceeds or benefits

thereof, shall be liable, either before or after payment, to be seized, taken,
appropriated or applied by any legal or equitable process or operation of law
to pay any debt or liabilities of the annuitant or his beneficiary or any other
person having any right thereunder; nor shall the benefits or proceeds upon
the death of an annuitant, when not made payable to a beneficiary, constitute

a part of the estate of the annuitant for the payment of his debts.

Section 132D. Under any group annuity contract issued by a domestic mu-
tual life company, the holder only shall be a member of the company, and en-

titled to one vote by virtue of such contract at the meetings of the company.

Section 132E. The term "annuity" or "annuity contract" when used in this

chapter, except in sections one hundred and twenty-nine, one hundred and
thirty and one hundred and thirty-two, shall include a group annuity contract
unless the context otherwise requires or a different meaning is specifically

prescribed.

Section 2. Section ninety-four of said chapter one hundred and seventy-
five, as amended, is hereby further amended by striking out the first paragraph,
as most recently amended by section two of chapter five hundred and thirty-

two of the acts of nineteen hundred and forty-three, and inserting in place

thereof the following paragraph :
—
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Except as provided in this section and in sections thirty-six, one hundred

and thirty-two D and one hundred and thirty-seven, every person insured un-

der a pohcy of hfe or endowment insurance issued by a domestic mutual life

company shall be a member thereof and entitled to one vote, and one vote addi-

tional for each five thousand dollars of insurance in excess of the first five

thousand dollars, every person holding an annuity or pure endowment con-

tract 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 pohcy 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 pohcies 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 pohcies

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.

Section 3. Section one hundred and forty-four of said chapter one hundred

and seventy-five, as most recently amended by section three of chapter two

hundred and twenty-seven of the acts of nineteen hundred and forty-three, is

hereby further amended by adding at the end thereof the following new
subdivision :

—
11. Nothing in this section shall apply to group annuity contracts as de-

fined in section one hundred and thirty-two A.

Section 4. The provisions of section one hundred and forty-four of said

chapter one hundred and seventy-five, as in force immediately prior to the ef-

fective date of chapter two hundred and twenty-seven of the acts of nineteen

hundred and forty-three, shall not apply to group annuity contracts as defined

in section one of this act.

Section 5. The provisions of this act shall apply only to group annuity

contracts as defined in section one of this act, issued or delivered in the com-

monwealth after the effective date of this act, but any life insurance company
may, upon the request of the holder of any group annuity contract issued prior

to said date, whether or not it is a group annuity contract as defined in said

section one, amend such contract to incorporate therein in substance any
provision or provisions mentioned in said section one.

COMMENT:
This Legislation was recommended by the Department in its annual report to the

1945 Legislature.

It inserts Sections 132A to 132E inclusive into the Insurance Law and thereby sevS up

a comprehensive plan designed to control the issuance of group annuity contracts in the

Commonwealth by requiring the Commissioner's approval before the form may be issued.

The Statute is similar to that governing group life insurance policies now contained

in the Insurance Law.
Previously, the Department had set up certain rules and regulations for the approval

of group annuity contracts but the Attorney General rules that no such authority was

conferred on the Department by Law.
This Chapter spells out the Department's jurisdiction over group annuity policies and

their issuance in the Commonwealth.

[Chap. 329]

An Act eliminating the requirement of medical examination as a pre-

requisite TO THE ISSUANCE OF DEATH BENEFIT CERTIFICATES AS TO CHILDREN
BY FRATERNAL BENEFIT SOCIETIES.

Section twenty-four of chapter one hundred and seventy-six of the General

Laws, as amended by chapter three hundred and twenty-two of the acts of

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

the second to the fifth fines, inclusive, the words "take effect until after medical

examination or inspection by a licensed medical practitioner, in accordance
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with the by-laws of the society, nor shall any such benefit certificate," — so

that the first sentence will read as follows :
— No death benefit certificate as to

any child shall be issued unless the society shall simultaneously put in force at

least five hundred such certificates, on each of which at least one assessment
has been paid, nor where the number of lives represented by such certificates

falls below five hundred; provided, that a society which has so put in force at

least five hundred certificates on each of which at least one assessment has been
paid may, during the year after first putting in force said number of certificates,

continue to issue certificates notwithstanding withdrawals reducing the num-
ber of certificates in force to less than five hundred, if the number of such cer-

tificates does not remain below five hundred for a period exceeding ninety days.

COMMENT:
This Legislation eliminates from the fraternal law the requirement that children who

are to he insured he suhjected to a medical examination or inspection hy a licensed

medical practitioner.

With the advance which has heen made in puhlic healJi and sanitation in late years,

the mortality rate of children has greatly decreased. The change in mortality experience

of fraternal henejit societies which take advantage of this provision of law will be the

subject to careful study hy the Department to determine the effect upon the memhership

of such societies.

[Chap. 331]

An Act requiring vouchers for, or affidavits as to, certain disburse-
ments BY fraternal benefit SOCIETIES.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-six of the General Laws is hereby amended
by inserting after section thirty-seven, as appearing in the Tercentenary Edi-
tion, the following section: — Section 37A. No fraternal benefit society shall

make any disbursements of fifteen dollars or more, except disbursements on
account of the return of dues paid in advance, unless the same be evidenced by
a voucher signed by or on behalf of the person receiving the money and cor-

rectly describing the consideration for the payment, and if the same be for

services and disbursements setting forth the services rendered and an itemized
statement of the disbursements made ; and if it be in connection with any mat-
ter pending before any legislature or public body, or before any department,
board, commission or officer of any government, whether local, state or na-
tional, correctly describing in addition the nature of the matter and of the in-

terest of such society therein; or, if such voucher cannot be obtained, by an
affidavit stating the reason for not obtaining such voucher, and setting forth

the particulars above mentioned. Approved May 25, 1945.

COMMENT:
This Legislation was originally recornmended by the Commissioner of Insurance.

(See House Bill No. 64 of 1943 on Page 2 and House Bill No. 68 of 1943) House Bill

No. 68 of 1943 was referred to the Special Legislative Commission whose report was
submitted to the 1945 Session of the Legislature. (See House Bill No. 1695 of 1945,
Recommendation III, Page 10.)

In many instances when conducting the examination of fraternal benefit societies

members of the staff have encountered difficulties occasioned by the lack of proper records

and this legislation provides another step in the protection of the funds of fraternal

benefit societies.

A similar statute applicable to insurance companies is contained in the Insurance
Law. {General Laws, Chapter 175, Section 37.)

[Chap. 341]
An Act relative to the form, contents and approval of policies of
ACCIDENT AND HeALTH INSURANCE.

Be it enacted, etc., as follows:

Section one hundred and eight of chapter one hundred and seventy-five of

the General Laws, as appearing in the Tercentenary Edition, is hereby amended
by adding at the end the following paragraph :

—
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Nothing herein shall be construed to prevent the approval and use of a policy

containing multiple optional benefits and the provisions applicable thereto;

provided, that such policy otherwise complies with the provisions of this sec-

tion; and provided, further, that the schedule of benefits be set forth on the

first page of the policy; and provided, further, that there shall appear on the

filing back of the policy and also on the fu'st page thereof in type not smaller

than eighteen point or great-primer, a reference to such schedule of benefits.

Approved May 25, 19Jf.5.

COMMENT:
Under the present Statute (General Laivs, Chapter 178, Section 108), accident and

health insurance policies issued to individuals are required to contain certain provisions

specified in the Statute and a brief description of the policy must be printed on the first

page and on its filing back.

In a policy which contains multiple optional benefits it is impossible to properly

describe the policy on the first page and on its filing back before it is issued because it is

not known at that time just what coverages the insured person desires to purchase.

This Statute gives the insurance companies issuing accident and health policies an
opportunity to combine coverages and thereby reduce in a large measure the number of

policy forms of different kinds now required while it will furnish ample protection to

the insured in that it requires the schedule of coverages to be on the first page of the form
and referred to in the description and on the filing back of the policy.

[Chap. 335]

An Act authorizing the attachment to certain re-written policies of life

or endowment insurance op a copy of the application therefor or of

the APPLICATION FOR THE ORIGINAL POLICY, OR BOTH, AND AUTHORIZING
RETROACTIVE EFFECTIVE DATES FOR INCONTESTABLE PROVISIONS IN CERTAIN
OF SUCH POLICIES.

Section one hundred and thirty-nine of chapter one hundred and seventy-

five of the General Lawf, as appearing in the Tercentenary Edition, is hereby

amended by inserting at the end the two following sentences :
— Nothing in

section one hundred and thirty-one or section one hundred and thirty-two shall

be construed to prohibit malang the application for the original policy or the

appUcation for the pohcy rewritten under authority of this section, or both

such appUcations, a part of such rewritten pohcy, by endorsing thereon or

attaching thereto a copy of either or both such applications. Nothing in said

section one hundred and thirty-two shall be construed to prohibit the in-

corporation, by a rider or endorsement, or otherwise, in a pohcy rewritten un-

der authority of this section and bearing a then current date, of a stipulation

making the incontestable provision required by said section one hundred and
thirty-two operative from the date of issue of the original policy.

COMMENT:
This Law authorizes insurance companies to attach to converted policies a copy of the

application for the rewritten policy in addition to the copy of the application for the

original policy.

This Statute permits but does not require an insurance company to incorporate into

a rewritten policy which bears a current date a stipulation making the incontestable pro-

vision operative from the date of issue of the original policy.

The Legislature should watch with interest the application of this new provision which

has the effect of permitting insurance companies to rewrite policies subject to a new in-

contestable period. To state it another way, a policy which has been in effect for more
than two years under previous law if rewritten continues to be incontestable. Under the

provisions of this law a company may subject a policyholder to a new incontestable

period from the date of the rewritten policy.

[Chap. 346]

An Act authorizing certain fraternal benefit societies to provide for
hospitalization and medical service insurance.
Section 1. Chapter one hundred and seventy-six of the General Laws is

hereby amended by inserting after section thirteen, as appearing in the Ter-

centenary Edition, the following section:— Section ISA. Any society, except
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one organized under section forty-six, whose rates and benefits are approved by
the commissioner, may set up and provide under its by-laws a plan for the pay-
ment of hospital and medical expenses and for the services of surgeons, physi-

cians and nurses, or for any one of these services or expenses, in connection
with sickness, disease or accidents, or the results therefrom. The by-laws shall

also provide that an independent hospitalization and medical service fund be
created and maintained, with the accretions thereto, separate and apart from
other funds of the society ; that no benefits of any kind shall be paid until there

is accumulated in said fund an amount not less than that received from three

monthly contributions or one quarterly contribution, and that this amount
shall be the minimum of surplus below which additional contributions from
members shall be required ; that there shall be included in the liabilities of said

fund reserves for unearned assessments and unpaid claims ; and, that no bene-
fits shall be paid on any claim for a period exceeding one year.

Section 2. The definition of "Fraternal benefit society" or "society" con-
tained in section one of said chapter one hundred and seventy-six, as so appear-
ing, is hereby amended by adding at the end the words: — , and with or with-

out provision for hospitalization and medical service benefits, — so as to read
as follows: — "Fraternal benefit society" or "society," any corporation, asso-

ciation, society, order, fraternity or other organization without capital stock,

organized and carried on solely for the mutual benefit of its members or their

beneficiaries, and not for profit, and either with a lodge system, with ritualistic

form of work and representative form of government, or without a lodge sys-

tem, under the direct control of its members, which makes provision for the

payment of death or disability benefits or both, and with or without provision

for hospitalization and medical service benefits.

Section 3. Section eight of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by inserting after the word "disability" in line

thirty-five thereof the words:— or hospitalization and medical service, — so

as to read as follows :
— Section 8. The commissioner shall then furnish the

incorporators of any such society, if on the lodge plan, with a preHminary
license, authorizing it to solicit members for the purpose of completing its or-

ganization. It shall collect from each applicant the amount of not more than
one periodical benefit assessment or payment, in accordance with its tables of

rates as provided by its constitution and by-laws, and shall issue to every such
applicant a receipt for the amount so collected. But no such society shall incur

any liability other than for such advance payments, nor issue any benefit

certificate, nor pay or allow, or offer or promise to pay or allow, to any person
any death or disabihty benefit until actual bona fide applications for death or

disability, benefit certificates, as the case may be, have been secured from at

least five hundred persons, and all such applicants for death benefits shall have
been regularly examined by legally qualified practicing physicians, and certifi-

cates of such examinations have been duly filed and approved by the chief

medical examiner of the society; nor until there shall be established ten sub-

ordinate lodges or branches, in which said five hundred applicants have been
initiated; nor until there has been submitted to the commissioner, on oath of

the president and secretary or corresponding officers of such society, a list of the

said applicants, giving their names, addresses, date of examination, date of

approval, date of initiation, name and number of the subordinate branch of

which each applicant is a member, amount of benefits to be granted, and rate

of regular payments or assessments, which for societies offering death benefits

shall not be lower for death benefits than those required by the National Fra-

ternal Congress Table of Mortality as adopted by the National Fraternal

Congress August twenty-third, eighteen hundred and ninety-nine, or any
higher standard at the option of the society, with an interest assumption not
higher than four per cent per annum; nor until it shall be shown to the com-
missioner, by the sworn statement of the treasurer or corresponding officer of

such society, that at least five hundred applicants for death benefits have each

paid in cash one regular payment or assessment as herein provided, and the

payments in the aggregate shall amount to at least twenty-five hundred dol-

lars, all of which shall be credited to the mortuary or disability or hospitaliza-
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tion and medical service fund on account of the applicants, and no part of which
may be used for expenses. Such advance payments shall, during the period of

organization, be held in trust for the applicants, and, if the organization is not

completed within one year as hereinafter provided, shall be returned to them.

The commissioner may make such examination and require such further in-

formation as he deems advisable; and upon presentation of satisfactory evi-

dence that the society has comphed with all the provisions of this chapter, he
shall issue to the society a certificate to that effect.

Section 4. Section thirteen of said chapter one hundred and seventy-six,

as so appearing, is hereby amended by adding at the end of the first sentence

the words :
— and a hospitalization and medical service fund, — so that said

first sentence will read as follows :
— Any society may create, maintain, invest,

disburse and apply a death fund, any part of which may in accordance mth the

by-laws of the society be designated and set apart as an emergency, a surplus

or other similar fund, and a disabihty fund and a hospitalization and medical

service fund.

Section 5. Section fourteen of said chapter one hundred and seventy-six,

as so appearing, is hereby amended by striking out in the fourth and fifth lines,

the words "mortuary or disability" and inserting in place thereof the words:—
mortuary, disability, hospitaUzation or medical service, — so as to read as fol-

lows:— Section 14- Every provision of the by-laws of the society for payment
by members of such society, in whatever form made, shall distinctly state the

purposes of the same and the proportion thereof which may be used for ex-

penses, and no part of the money collected for mortuary, disability, hospitaliza-

tion or medical service purposes or the net accretions of either or any of said

funds shall be used for expenses.

Section 6. Section nineteen of said chapter one hundred and seventy-six,

as so appearing, is hereby amended by inserting after the word "age" in the
fourth line thereof the words :

—
, and provide further for hospitalization and

medical service, — so that the first sentence will read as follows :
— Every so-

ciety may provide for the payment of death benefits, and may provide for the
payment of benefits in case of temporary or permanent physical disabihty,

either as the result of disease, accident or old age, and provide further for hos-
pitalization and medical service

;
provided, that the period of life at which the

payment of benefits for disability on account of old age shall commence shall

not be under seventy years.

Section 7. Section thirty-one of said chapter one hundred and seventy-
six, as so appearing, is hereby amended by inserting after the word "injury" in

the eighth line thereof the following :
—

, hospitalization, medical service, —
and by striking out the comma before the word "or," the second time such word
appears in said fine, — so as to read as follows :

— Section 31 . Except as pro-

vided in sections twenty-three to twenty-eight, inclusive, any society may ad-
mit to beneficial membership any person, not less than sixteen and not more
than sixty years of age, who has been examined by a legally qualified physician
if the examination has been supervised and approved in accordance with the
by-laws of the society; provided, that any member of such society who shall

apply for a certificate providing for benefits on account of disability from sick-

ness or injury, hospitalization, medical service or death by accident only, need
not be required to pass a medical examination therefor. This section shall not
prevent such society from accepting general or social members.

Section 8. Section forty of said chapter one hundred and seventy-six, as
amended by section thirty-six of chapter one hundred and eighty of the acts of

nineteen hundred and thirty-two, is hereby further amended by striking out
the words "death and disability" in the fourth line and inserting in place thereof

the words :
— death, disability, hospitalization and medical service, — so that

the first paragraph will read as follows :
— If the stated periodical contributions

of the members of any society subject to section thirty-nine are insufficient to

pay all reported death, disabihty, hospitalization and medical service claims in

full, and to provide for the creation and maintenance of the funds required
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by its by-laws or by this chapter, additional contributions or additional, in-

creased or extra rates of contribution shall be collected from its members to
j

meet the deficiency, and the by-laws of the society shall so provide ; and such
j

by-laws may provide that upon the written application or consent of the mem-
ber his certificate may be charged with its proportion of any deficiency dis-

closed by valuation, with interest not exceeding five per cent per annum.

Section 9. Section forty-one of said chapter one hundred and seventy-six,

as amended by chapter one hundred and sixty-eight of the acts of nineteen
hundred and thirty-nine, is hereby amended by inserting after the word "sick-

ness" in the twenty-fourth line the words:— or hospitalization or medical
services, — and by inserting after the word "disabihty" in the thirty-first line

the words :
—

, hospitalization and medical service, — so as to read as follows :—
Section I1.I. No foreign society shall transact any business in the Common-
wealth without a license from the commissioner. Every such society applying
for such a license shall file with the commissioner a duly certified copy of its

charter or articles of association ; a copy of its constitution and by-laws, certi-

fied by its secretary or corresponding officer ; a power of attorney to the com-
missioner, as provided in the following section; a statement of its business, on
oath of its president and secretary, or corresponding officers, in the form re-

quired by the commissioner, duly verified by an examination made by the
supervising insurance official of its home state or other state satisfactory to the

commissioner; a copy of its certificate of membership; a certificate from the

proper official of its home state, territory, district or country that the society

is legally organized; and the society shall show that the benefits are provided
for by periodical or other payments by persons holding similar contracts, and
that its assets are invested in accordance with the laws of the state or country

where it is organized, and that it has the qualifications required of domestic

societies on the lodge system incorporated under this chapter; provided, that a

society which grants benefits for disability arising from accidental injury or

from sickness or hospitalization or medical services shall be required to show
that it has accumulated funds, usable only for the payment of such benefits

and in excess of accrued claims for such benefits, not less in amount than three

monthly contributions or one quarterly contribution from members entitled to

such benefits, and shall be required, as a condition for the maintenance of its

authority to do business in this commonwealth, to maintain at all times after

admission, as regards disability, hospitaHzation and medical service benefits,

funds in amount as above set forth; and shall furnish the commissioner such

other information as he may deem necessary for the proper exhibit of its busi-

ness and plan of working. Upon comphance with these requirements, such

foreign society shall be entitled to a license to transact business in the common-
wealth until July first following, and such license shall, upon compliance with

this chapter, be renewed annually, but in all cases to terminate on July first

following; except that it shall continue in full force and effect until the new
hcense is issued, or is refused after notice and_ hearing. For every such license

or renewal the society shall pay to the commissioner twenty dollars.

COMMENT:
This Legislation -permits fraternal benefit societies,^ except those formed under General

Laws Chapter 176, Section 4-6, to provide, in addition to death and disability benefits,

for hospitalization and medical services to their members.

Societies which propose to furnish hospitalization and medical service benefits to

their members are required under this Legislation to have their rates and benefits ap-

proved by the Commissioner of Insurance and in their by-laws must set up an inde-

pendent hospitalization and medical service fund separate and apart from all other

funds with the further proviso that no benefits shall be paid until there is accumulated in

the fund a sum equal to at least three monthly contributions; and, whenever this fund

amounts to less than the aforesaid sum, additional contributions from members shall be

required. . ,. . ,, ,

There shall be included in the liabilities of the hospitalization and medical servicefund

reserves for unearned assessments and unpaid claims. No benefits shall be paid on any

claim for a period exceeding one year.
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This Department mil carefully watch the program of fraternal benefit societies pro-

viding protection under the authority of this Legislation. We mil report to the Legisla-

ture from time to time with regards to any additional legislation required to avoid the

pitfalls experienced by other organizations in the field of hospitalization insurance.

[Chap. 403]

An Act relative to voting rights under general or blanket policies
of accident or health insurance.

Section 1. Subdivision (1) of the second paragraph of section one hundred
and ten of chapter one hundred and seventy-five of the General Laws, as most
recently amended by section one of chapter five hundred and thirty-two of the
acts of nineteen hundred and forty-three, is hereby further amended by insert-

ing after the word "life" in the fifth hne the words:— or other domestic mu-
tual, — so as to read as follows :

—
(1) The employer, whether an individual, corporation, co-partnership or

association, 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 or other domestic mutual company to such employer,
or

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

as most recently amended by section two of chapter seven hundred and sixteen
of the acts of nineteen hundred and forty-one, is hereby further amended by
inserting after the words "ninety-three D" in the eighth hne, as appearing in
the Tercentenary Edition, the words :

—
•

, one hundred and ten, — so that the
first paragraph, as amended, will read as follows :

— Mutual companies, other
than Hfe, formed to transact or transacting business under any one or more of
clauses three, four, five, six, seven, eight, nine, ten, twelve and thirteen of sec-
tion forty-seven, or under clause (a), (b), (d) or (e) of section fifty-four, and the
officers, directors, agents and members of such companies shall, except as pro-
vided in clause (e) of said section fifty-four and in sections ninety A, ninety B,
ninety-two, ninety-three, ninety-three A, ninety-three B, ninety-three C,
ninety-three D, one hundred and ten and one hundred and thirteen B, be sub-
ject to all the provisions of this chapter relating to mutual fire companies and
their officers, directors, agents and members, so far as appUcable; provided,
that, except to the extent set forth in section ninety-three F, the provisions of
section eighty-five A shall not apply thereto.

COMMENT:
This Law limits membership in any domestic mutual company which has issued

policies of group accident and health insurance to the master policyholder named in
such policy.

We view with some concern the tendency of the Legislature to deprive the individual
insured of the right to participate in the management of a mutual insurance company.
If this principle is further extended, it may result in the disenfranchisement of policy-
holders of mutual companies.

[Chap. 406[

An Act temporarily continuing in effect certain mortality tables and
rates of interest for the contributory retirement systems of the
commonwealth and the political subdivisions thereof and for the
teachers' retirement system.

Whereas, The mortality tables and the rates of interest sought to be con-
tinued in effect by this act would, but for this act, shortly cease to be effective,
but the circumstances and conditions which made advisable their being made
effective still continue, and it is accordingly desirable that said tables and rates
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 mortahty tables and the rates of interest used in connection
therewith for the teachers' retirement system which were in effect immediately
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prior to July second, nineteen hundred and forty-two, shall remain in full force
and effect until and including January first, nineteen hundred and forty-six;

and the commissioner of insurance and the teachers' retirement board are
hereby authorized and directed to use the tables and rates hereby continued in

effect in computing the retirement allowances of teachers to and including said
January first, nineteen hundred and forty-six.

Section 2. The mortaUty 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 and including January first, nineteen hundred and forty-

six; and the commissioner of insurance and the retirement boards of said re-

tirement systems are hereby authorized and directed to use the tables and rates
hereby continued in effect in computing the retirement allowances of persons
under said systems until and including said January first, nineteen hundred
and forty-six. Approved June 13, 1945.

COMMENT:
The purpose of this legislation is to continue the status and the use of mortality tables

and interest rates as set by the legislature for teachers', state employees' and county, city

and town retirement systems throughout the year 1945 until January 1, 1946, the ef-

fective date of the revised retireineyit law.

It shoidd be pointed oid that the previous criticism of the Insurance Department by
the Chairman of the Ways and Means Committee for failure to prescribe tables which
would avoid the mounting deficits in the funds of the Teachers' Retirement System ap-
pear to have been unjustified in view of legislative action manifested by the enactment of
this Chapter. By the enactment of this Chapter the Legislature authorizes the continued

deficits in the funds of the Teachers' Retirement System. Hence, appropriatio7is from
the general fund will be necessary for the maintenance of current retirement benefits.

In prescribing new mortality tables the Commissioner of Insurance acted in accord-

ance with legislative command. The prediction that the abrogation or suspension of
mortality tables which called for increased contributions by beneficiaries of the retire-

ment system is borne out by the increase in number of retireyjients since the Legislature

suspended the application of new tables.

[Chap. 436]

An Act relative to insurance against legal liability for loss or
damage on account of any injury.

Clause Sixth of section forty-seven of chapter one hundred and seventy-five

of the General Laws, as amended by chapter two hundred and forty-three of

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

ing out subdivision (6) and inserting in place thereof the following subdivision:
~ (6) any person against legal liability for loss or damage on account of the in-

jury or death of any other person or on account of any damage to property of

another, except that no company may insure any person against legal liability

for causing injury, other than bodily injury, by his deliberate or intentional

crime or wrongdoing, nor insure his employer or principal if such acts are com-
mitted under the direction of his employer or principal, or, — so as to read as

follows :

—
Sixth, To insure, (a) any person against bodily injury or death by accident,

or {b) any person against legal liability for loss or damage on account of the

injury or death of any other person or on account of any damage to property of

another, except that no company may insure any person against legal liability

for causing injury, other than bodily injury, by his deliberate or intentional

crime or wrong doing, nor insure his employer or principal if such acts are com-
mitted under the direction of his employer or principal, or (c) against loss or

damage to, or loss of use of, motor vehicles except motor boats, airplanes, sea-

planes, dirigibles or other aircraft, their fittings and contents, whether such

vehicles or aircraft are being operated or not, and wherever the same may be,

resulting from collision or accident, except losS'Or damage by fire or lightning or
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while being transported in any conveyance by land or water; (d) to make in-

surance upon the health of individuals ; or (e) to insure the payment of work-
men's compensation benefits under chapter one hundred and fifty-two.

A poUcy issued to an individual under subdivision (a) or subdivision (d) may
also insure such individual in respect to medical, surgical and hospital expenses
of members of his or her family.

COMMENT:
Insurance companies presently authorized to transact business under said Sub-

division (b) are limited to insuring persons against legal liability for death, bodily injury
and property damage.

This Chapter will extend the writing powers of such companies so that under General
Laws they may issue coverage to investment counsellors, auditors, accountants, at-

torneys at law, doctors, surgeons for improper advice and to radio broadcasters for un-
warranted statements in addition to coverage against legal liability for death, bodily
injury and property damage.

[Chap. 455]

An Act providing that certain persons serving a probationary period
OR serving as military substitutes in the public service shall, in case
OF injury, be entitled to certain benefits.

Notwithstanding the provisions of any general or special law to the contrary,
if a person who is serving a probationary period or serving as a military substi-

tute suffers an injury while in the public service he shall be entitled to the
benefits of the retirement system applicable to his position to the same extent
as though he were a member thereof.

COMMENT:
This chapter provides accidental disability benefits for military substitutes from the

retirement system whether or not such substitute is a member.

[Chap. 483]

An Act limiting the time during which certain provisions of the gen-
eral laws relating to non-contributory pensions may be accepted by
cities, towns and districts.

Section 1. Chapter thirty-two of the General Laws is hereby amended by
striking out section forty-five, as appearing in the Tercentenary Edition, and
inserting in place thereof the following :

— Section 4-5. Section forty-four shall

not apply to Boston, but shall apply to any other city upon its acceptance
prior to January first, nineteen hundred and forty-six by the mayor and city

council, and to any town upon its acceptance prior to said date by the town at

a meeting.

Section 2. Said chapter thirty-two is hereby further amended by striking

out section sixty, as amended, and inserting in place thereof the following

section :
— Section 60. Sections fifty-six to fifty-nine, inclusive, shall not take

effect in any county, city, town or district unless accepted prior to January first,

nineteen hundred and forty-six by the retiring authority of the particular

county, city, town or district, nor shall they apply to veterans who are members
of the police department of Boston. No veteran whose employment first begins
after June thirtieth, nineteen hundred and thirty-nine, shall be subject to the
provisions of sections fifty-six to fifty-nine, inclusive.

Section 3. Said chapter thirty-two is hereby further amended by striking

out section sixty A, as amended, and inserting in place thereof the following

section: — Section 60A. A person who has served as an army nurse in the
Spanish war or Philippine insurrection between April twenty-first, eighteen
hundred and ninety-eight and July fourth, nineteen hundred and two, or in the
World War between April sixth, nineteen hundred and seventeen and Novem-
ber eleventh, nineteen hundred and eighteen, and has been honorably dis-

charged from such service or released from active duty therein, and who is in

the service of the commonwealth, or who is in the service of any city, town or

district which by its retiring authority, as defined in section fifty-nine, has ac-

cepted the provisions of sections fifty-six to fifty-nine, inclusive, and shall,
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prior to January first, nineteen hundred and forty-six, accept the provisions of

this section, shall have and enjoy the same rights and privileges of retirement

as are conferred by said sections fifty-six to fifty-nine, inclusive, upon veterans,

as defined in section fifty-six, who are in such public service.

No army nurse whose employment begins after June thirtieth, nineteen hun-
dred and thirty-nine, shall be subject to the provisions of this section.

Section 3A. Paragraph (6) of section seventy-seven of said chapter thirty-

two, as appearing in the Tercentenary Edition, is hereby amended by inserting

after the word "accepts" in the first fine the words:— this paragraph prior to

January first, nineteen hundred and forty-six, — so as to read as follows :
—

(6) In any such city or town which accepts this paragraph prior to Janu-
ary first, nineteen hundred and forty-six, or has accepted this paragraph or

corresponding provisions of earlier laws, "laborers" shall include foremen, in-

spectors, mechanics, draw tenders, assistant draw tenders and storekeepers, but
the pension payable under this section to any person holding a position in-

cluded as aforesaid within the meaning of the word "laborers" shall not exceed
four hundred dollars a year, or, in any such city or town which after the effec-

tive date of chapter four hundred and fifty-eight of the acts of nineteen hun-
dred and twenty-three accepted or shall accept this paragraph, whether or not
it had accepted this paragraph or corresponding provisions of earlier laws prior

to said date, five hundred dollars a year.

Section 3B. Paragraph (c) of said section seventy-seven of said chapter
thirty-two, inserted by section two of chapter two hundred and ninety of the

acts of nineteen hundred and thirty-six, is hereby amended by inserting after

the word "paragraph" in the third fine the words: — prior to January first,

nineteen hundred and forty-six, — so as to read as follows :
—

(c) In any city or town, except Boston, wliich accepted said chapter five

hundred and three and shall accept this paragraph prior to January first, nine-

teen hundred and forty-six, whether or not it has accepted the preceding para-
graph or corresponding provisions of earher laws, "laborers" shall include fore-

men, inspectors, mechanics, draw tenders, assistant draw tenders and store-

keepers, and the pension payable under this section to any person holding a
position included as aforesaid within the meaning of the word "laborers" shall

be computed in the manner set forth in paragraph (a).

Section 4. Section seventy-eight of said chapter thirty-two, as most re-

cently amended by section one of chapter three hundred and sixty-one of the
acts of nineteen hundred and thirty-nine, is hereby further amended by insert-

ing after the word "section" in the fourth line the words:— prior to January
first, nineteen hundred and forty-six, — and by striking out the last sentence
and inserting in place thereof the following sentence :

— This section shall take
effect in any fire, water or sewerage district if accepted as aforesaid by the dis-

trict at a meeting, and shall take effect with respect to a water board if ac-

cepted as aforesaid by such board, — so as to read as follows :
— Section 78.

Any laborer employed by any fire, water or sewerage district, or a joint water
board of two or more municipalities, hereinafter called a water board, which ac-

cepts this section prior to January first, nineteen hundred and forty-six, or has
accepted corresponding provisions of earlier laws, who has reached the age of

sixty and has been in the employ of such district or water board for not less than
twenty-five years and has become physically or mentally incapacitated for

labor, and any laborer in the employ of any such district or water board who
has been in such employ for a period of not less than fifteen years and has be-

come physically or mentally incapacitated for labor by reason of any injury

received in the performance of his duties for such district or water board, may,
at his request, with the approval of the prudential committee, water commis-
sioners, water board or sewerage commissioners be retired from service; and if

so retired he shall receive from the district or water board, for the remainder of

his life, an annual pension equal to one half of the average annual rate of regu-

lar compensation for full time service paid to him as a laborer at his retirement.

Any laborer in the employ of such a district or water board who has reached
the age of sixty-five and has been in such employ for not less than twenty-five
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years shall be retired from service, and shall receive from the district or water

board an annual pension computed in the manner hereinbefore set forth. In

the event that a district or water board has succeeded or shall succeed to the

water or sewage disposal works of any city or town, the time of service of any
laborer on any such works, who has become or shall become an employee of

such district or water board, shall be computed as having been rendered to the

district or water board. This section shall take effect in any fire, water or

sewerage district if accepted as aforesaid by the district at a meeting, and shall

take effect with respect to a water board if accepted as aforesaid by such
board.

Section 5. Section eighty of said chapter thirty-two, as amended, is hereby
further amended by inserting after the word "section" in the second Une, as

appearing in section one of chapter four hundred and thirty-nine of the acts of

nineteen hundred and tloirty-six, the words :
— prior to January first, nineteen

hundred and forty-six, — so as to read as follows :
— Section 80. In cities,

except Boston, which accept this and the following section prior to January
first, nineteen hundred and forty-six, or have accepted corresponding provi-

sions of earher laws by vote of the city council, the fii'e commissioner in cities

having such an official, otherwise the aldermen, in all cases with the approval

of the mayor, shall retire from active service and place upon the pension roll

any fireman, call fireman or substitute call fireman of the city whom the city

physician certificates in writing to be permanently disabled, mentally or physi-

cally, by injuries sustained or illness incurred through no fault of his own in

the actual performance of duty, from further performing duty as such member;
or any permanent member of said department who has performed faithful serv-

ice therein for not less than twenty-five years as such or as a call member and
permanent member of said department, if in the judgment of said board or

official such member is disabled for useful service in the department
;
provided,

that any permanent member of said department who has performed faithful

service therein for twenty-five years as aforesaid shall, at any time after attain-

ing the age of sixty and before attaining the age of seventy, be retired at his

request and shall, on attaining the age of seventy, be retired without any re-

quest on his part, and no other permanent member of said department shall

remain in service after he has attained or shall attain the age of seventy. Any
acceptance of this and the following section may be limited by the vote of ac-

ceptance to any one or more of the classes of firemen hereinbefore set forth.

No fireman whose employment begins after June thirtieth, nineteen hun-
dred and thirty-seven, shall be subject to the provisions of this section.

Section 6. Section eighty-three of said chapter thirty-two, as amended,
is hereby further amended by inserting after the word "section" in the third

line the words: — prior to January first, nineteen hundred and forty-six, — so

as to read as follows: — Section 83. In every city, except Boston, which, by
vote of its city council, accepts this section prior to January ffi-st, nineteen hun-
dred and forty-six, or has accepted corresponding provisions of earlier laws,

the mayor and aldermen, or the board of police where such a board is estab-

lished, shall, at his own request or at the request of the chief or superintendent

of police if, in the judgment of said board or officer, he is disabled for useful

service in said department, retire from active service and place upon a pension

roll any member of the police department of such city whom the city physician

of such city certifies in writing to be permanently disabled, mentally or physi-

cally, by injuries sustained through no fault of his own in the actual perform-

ance of duty, from further performing duty as such member, or any member of

said department who has performed faithful service therein for not less than
twenty years continuously if, in the judgment of said board or officer, such
member is disabled for useful service in the department; provided, that any
permanent member of said department who has performed faithful service

therein for twenty-five years as aforesaid shall, at any time after attaining the

age of sixty and before attaining the age of seventy, be retired at his request

and shall, on attaining the age of seventy, be retired without any request on
his part, and no other permanent member of said department shall remain in
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service after he has attained or shall attain the age of seventy. Every mem-
ber so retired shall annually receive as a pension one half the amount of the
highest compensation paid since May first, nineteen hundred and thirty-one

for the grade held by him at his retirement, such amount to be paid by the

city, which shall appropriate money therefor.

The board of police, or the mayor in cities having no such board, may in an
emergency call upon any person so pensioned for such temporary service in the

department as he may be fitted to perform, and during such service he shall

be entitled to full pay.

Section 7. Section eighty-four of said chapter thirty-two, as appearing in

the Tercentenary Edition, is hereby amended by inserting after the word
"section" in the third line the words: — prior to January first, nineteen hun-
dred and forty-six, — so as to read as follows: — Section 84- In cities which,

by vote of the city council, and in towns which, by vote of the inhabitants at

an annual town meeting, accept this section prior to January first, nineteen

hundred and forty-six, or have accepted corresponding provisions of earher

laws, and which have not established a system of pensions for the members of

its pohce department, the board or oflScer having authority to make appoint-

ments to the police department shall retire from further service therein any
member of said department whom the city or town physician and two other

physicians certify to be permanently incapacitated, physically or mentally,

by injuries sustained in the actual performance of duty in the department. A
member who is so retired shall annually receive as a pension one half the com-
pensation received by him at his retirement.

Section 8. Section eighty-five of said chapter thirty-two, as amended, is

hereby further amended by inserting after the word "section" in the second
line the words :

— prior to January first, nineteen hundred and forty-six, —
so that the first sentence will read as follows :

— The selectmen of every town
which accepts this section prior to January first, nineteen hundred and forty-

six, or has accepted corresponding provisions of earlier laws by a two thirds

vote at an annual town meeting shall retire from active service and place upon
the pension roll any permanent member of the police department and any perm-
anent member of the fire department of such town found by them to be perma-
nently incapacitated, mentally or physically, for useful service in the depart-

ment to which he belongs, by injuries received through no fault of his own in the

actual performance of his duty.

Section 9. Section eighty-five A of said chapter thirty-two, as amended,
is hereby further amended by inserting after the word "section" in the second
line the words :— prior to January first, nineteen hundred and forty-six, — so

as to read as follows: — Section 85A. Upon the acceptance of this section prior

to January first, nineteen hundred and forty-six, by a town at its annual town
meeting by a two thirds vote, the provisions of section eighty-five relative to

the retirement of permanent members of the fire department and police de-

partment for incapacity shall apply to call members of its fire department
and to police officers appointed under section ninety-six of chapter forty-one,

except that a person retired hereunder shall annually receive from the town a

pension at such rate, not exceeding five hundred dollars a year, as the town
may authorize.

Section 10. Section eighty-five B of said chapter thirty-two, inserted by
chapter two hundred and fifty-three of the acts of nineteen hundred and
thirty-two, is hereby amended by inserting after the word "section" in the fifth

line the words :
— prior to January first, nineteen hundred and forty-six, — so

as to read as follows :
— Section 85B. The board of park commissioners, or other

board or oflficer exercising similar powers, in any city or town having a police

force serving in its park department and which accepts this section prior to

January first, nineteen hundred and forty-six, shall retire from active service

and place upon the pension roll any permanent member of said police force

found by it or him to be permanently incapacitated, mentally or physically,

for useful service therein, by injuries received through no fault of his own in the

actual performance of his duty. Said board or officer may also retire and place



Part II xlvii

upon the pension roll any permanent member of said police force who has per-

formed faithful service therein for not less than twenty years continuously, and
is not less than sixty years old, if, in its or his judgment, such member is per-

manently incapacitated for further service therein. If a permanent member of

such a pohce force was, prior to his appointment thereto, employed in said city

or town as a regular member of its pohce department, the period of such last-

mentioned employment shall be counted as a part of his continuous service as

a permanent member of said pohce force. Every person so retired shall annually

receive from the city or town as a pension a sum equal to one half the amount
of the annual compensation received by him at his retirement. Said board or

officer may, in case of emergency, call upon any person so pensioned for such

temporary service as a member of such police force as he may be fitted to per-

form, and during such service he shall be paid the difference between the rate

of full pay for such employment and the rate of pension received by him.

Section 11. Section eighty-five D of said chapter thirty-two, inserted by
chapter two hundred and twenty of the acts of nineteen hundred and thirty-

seven, is hereby amended by inserting after the word "section" in the first line

the words : — prior to January first, nineteen hundred and forty-six, — so as

to read as follows:— Section 85D. Upon the acceptance of this section prior to

January first, nineteen hundred and forty-six, by a town at its annual town
meeting by a two thirds vote, the provisions of section eighty-five relative to

the retirement of permanent members of the fire department for incapacity

shall apply to call members of its fiie department, except that the pension of

any call member retired hereunder shall be the same as that of a permanent
member of the first grade of the fire department, or, if there be no grades, the

same as that of a permanent member of the fire department performing duties

like those which he performed.

COMMENT:
This chapter provides that no non-contributory provisions of chapter 32 of the General

Laws shall take effect in any county, city, town or district unless accepted before January

1, 1946.
[Chap. 506]

An Act authorizing grand or district lodges of certain secret orders
or fraternities to pay a limited amount of death or funeral benefits.

Be it enacted, etc., as follows:

Chapter one hundred and seventy-six of the General Laws is hereby amended
by inserting after section forty-six C, inserted by chapter three hundred and
ninety-seven of the acts of nineteen hundred and forty-one, the following sec-

tion: — Section 46D. A grand or district lodge of a secret order or fraternity

which operates on the lodge system with a representative form of government
and doing business in this commonwealth under any provision of section forty-

six may pay a death or funeral benefit not exceeding two hundred dollars with-

out conforming to the provisions of this chapter except this section and section

forty-six; provided, that no such benefit is paid by the supreme or parent body
of the organization or by the subordinate lodges under the jurisdiction of such

grand or district lodge ; and provided, further, that no assessments for any such

benefit are levied or collected by the supreme or parent body of the organiza-

tion.

Approved June 28, 1945.

COMMENT:
Under the present Law {General Laws, Chapter 176, Section 46) secret orders or fra-

ternities are permitted to transact business in the Commonwealth but are not required to

conform to all of the provisions of Chapter 176 except certain sections which are enumer-

ated in Paragraph 1 , Section 46 of Chapter 1 76 and grand lodges or district lodges which

are intermediate bodies between subordinate lodges and supreme lodges are not per-

mitted to pay death or disability benefits.

This Chapter permits grand or district lodges of secret orders or fraternities to pay
death or furneral benefits in an amount not exceeding two hundred dollars provided that

the supreme lodge or the subordinate lodges of the society do not pay such benefits and
with the further proviso that the supreme lodge does not levy or collect any assessment

for such death or funeral benefit.
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[Chap. 593]

An Act relative to the collection by the commissioner of insurance of
charges and fees for the valuation of certain annuity contracts
issued by domestic life insurance companies.

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

General Laws, as amended, is hereby further amended by striking out the para-

graph inserted by section one of chapter fifty-four of the acts of nineteen hun-
dred and forty-three, and inserting in place thereof the following paragraph :

—
For the valuation of each outstanding group annuity contract issued by a

domestic company including all annuity benefits evidenced by certificates issued

thereunder, four cents, and a like sum for the valuation of each annuity con-

tract other than a group annuity contract.

Section 2. The fee established by section one of this act shall be collected by
the commissioner of insurance from each domestic life insurance company, for

his valuation of each of its outstanding group annuity contracts, including all

annuity benefits evidenced by certificates issued thereunder, and each other of

its annuity contracts, under section nine of chapter one hundred and seventy-

five of the General Laws during the years nineteen hundred and forty-three

and nineteen hundred and forty-four, anything to the contrary in chapter

fifty-four of the acts of nineteen hundred and forty-three notwithstanding, as

well as for such valuations made in subsequent years.

COMMENTS:
This Legislation removes an ambiguity existing in the present Statute relating to the

collection of charges by the Commissioner of Insurance for the valuation of group an-

nuity contracts.

[Chap. 605]

An Act relative to the authority of domestic life insurance companies
TO purchase and hold and to improve real estate for housing projects

THEREON, and TO OPERATE AND MAINTAIN SUCH PROJECTS.

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

hereby amended by striking out section sixty-six A, inserted by section one of

chapter two hundred and seven of the acts of nineteen hundred and forty-

three, and inserting in place thereof the following section:— Section 66A. Any
domestic life company may purchase and hold without any limitation of time

land in, or within fifteen miles of, any city, town or other municipahty, 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 au-

thorized to transact business, and may use such land, or any other land owned
by it in, or within fifteen miles of, such city, town or municipahty, for a housing

project, and may erect thereon and thereafter hold, as aforesaid, and maintain,

repair, alter, demohsh, reconstruct, manage or sell, convey or mortgage, in

whole or in part, apartment or tenement buildings or any other dwelUng houses

or buildings, not including hotels, but including such buildings or accommoda-
tions for retail stores, shops, offices and other community services as the com-

pany may deem proper and suitable for the convenience of the tenants and oc-

cupants 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 there-

on, 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, nor unless the housing project is designed to provide accommo-
dations for fifty or more famihes.

Section 2. 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 three of said chapter two hundred and seven, 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 com-

pany as a hability 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 includ-
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ing, 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 com-
pany 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 policyholders of

such company; but 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 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 3. Section four of said chapter two hundred and seven is hereby
repealed.

COMMENT:
This Statute amends existing laws enacted in 1943 which authorized domestic life

insurance companies to engage in low-rental housing projects.

This Law removes from the present Statute the requirement that the prior written ap-
proval of the Commissioner be obtained and also removes the limitation on the location

of these projects and sets up no requirement as to the number of families which must be

accommodated therein. It also eliminates the requirement that the average net rental

value be sixteen dollars or less per room per month and repealed a section of the present

Law which held its operation in abeyance until after the duration of present hostilities.

The Insurance Department did not favor the removal of the safeguards incorporated

in the 1943 legislation for the reason that experience of life insurance companies in the

real estate business as a result of the acquisition of a tremendous amount of mortgaged
property through foreclosure proceedings after the depression produced evidence that the

public interest was better served by limiting the extent to which life insurance companies
should engage in the real estate business.

[Chap. 610]

An Act providing further for meeting certain contingencies arising
in connection with the service of public officers and employees in
the military or naval forces of the united states during the present
national emergency.

Whereas, The deferred operation of this act would tend to defeat its purpose,
which in part is to protect the rights of certain persons in the military or naval
service of the United States, therefore it is hereby declared to be an emergency
law, necessary for the preservation of the pubhc convenience.
Section 1 . Chapter seven hundred and eight of the acts of nineteen hundred

and forty-one is hereby amended by striking out section two and inserting in

place thereof the following section: — Section 2. Any person referred to in sec-

tion one who was or shall be separated from the service of the commonwealth,
or any political subdivision thereof, while holding an office or position classified

under chapter thirty-one of the General Laws shall, if he so requests in writing
to the appointing authority within two years after the termination of his said
military or naval service, and if, within said time, he also files with the division

of civil service the certificate of a registered physician that he is not pyhsically
disabled or incapacitated for performing the duties of the office or position, be
reinstated in the office or position previously held bj^ him without civil service

examination and without loss of seniority or other rights, or in case that physical
or other disabiUty prevents his reinstatement in the same position and his re-

quest for reinstatement states that he is willing to accept reinstatement in an-
other position, he shall be reinstated in a smiliar class or grade or in a lower
class or grade and shall be so employed without civil service examination and
without loss of seniority or other rights if his physical condition, as certified by
a registered physician, permits such employment; provided, that if he so re-

quests reinstatement in the office or position formerly held by him and it has
been filled prior to the effective date of this act by a permanent appointment,
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he shall be employed in a similar position in the same or in some other depart-
ment. All appointments, transfers and promotions made on account of silch

leaves of absence shall be temporary only and the person so appointed, trans-
ferred or promoted shall be known as a military substitute; provided, that,
notwithstanding any provision of said chapter thirty-one to the contrary, he
may continue to serve in such office or position until the incumbent is reinstated
therein or until the time within which he has a right to be reinstated has ex-
pired, and if the incumbent has not been reinstated as provided herein said
military substitute shall, if his appointment as such military substitute was
made in accordance with the civil service law and rules governing examination,
certification and appointment, continue in the position and his seniority rights
shall date from his appointment as such military substitute. In the event that
a permanent vacancy not caused by or related to the absence of the incumbent
in said mihtary or naval service occurs in a position of the same or similar rank
or grade as that then occupied by a mihtary substitute, said mihtary substitute
may be appointed to such permanent vacancy and his seniority rights shall date
from his appointment as such military substitute; provided, that the appoint-
ment of such mihtary substitute was made in accordance with the civil service

law and rules governing examination, certification and appointment; and pro-
vided, further, that such appointment does not prejudice the rights of any
person who has notified the division of civil service that he is serving or has
served in said military or naval service and whose name is or was on an eligible

list at the time of commencing said military or naval service; and provided,
further, that such permanent appointment of the military substitute shall be
made in accordance with the civil service law and rules governing certification

to an original position, except that the basis of certification shall be the order of

appointment as military substitute or, in the case of appointments on the same
date, the order in which names were certified for appointment.

Section 2. Said chapter seven hundred and eight is hereby further amended
by inserting after section three the four following sections :

— Section SA. When-
ever a person eligible to compete in a promotional examination is in said military

or naval service and is unable to appear therefor, unless said person notifi.es the
director of civil service that he does not desire to take the examination the di-

rector of civil service shall limit appointments made as a result thereof to a
period not exceeding the continuance of the states of war between the United
States and any foreign country and one year after the termination thereof, un-
less the appointing officer certifies that the public welfare or public safety re-

quires the immediate filling of the position on a permanent basis, in which case

the director shall not limit such appointments.

Section SB. The director of civil service shall limit original appointments to

positions made during the continuance of the existing states of war between the
United States and any foreign country to a period not exceeding the duration
of such existing states of war and one year after the termination thereof, unless

the appointing officer certifies that the public welfare or public safety requires

the immediate filling of the position on a permanent basis, in which case the di-

rector shall not limit such appointments.

Section 3C. The director of civil service is hereby authorized to conduct,

whenever necessary, examinations for the purpose of establishing eligible lists

for appointments and promotions to be made under the provisions of sections

three A and three B.

Section 3D. Whenever any civil service employee is or was unable to com-
pete in a competitive promotional examination because of his absence in said

mihtary or naval service, except where appointments made as the result thereof

were limited to a period not exceeding the continuance of the states of war be-

tween the United States and any foreign country and one year after the ter-

mination thereof, as set forth in section three A, he shall, upon his request in

writing made within one year after the termination of his said military or naval

service, be given a qualifying promotional examination and his name shall be
placed on an eligible list. The eligibility of such person on said list shall con-

tinue for the full regular period of eligibility provided for by the civil service
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law and rules. If there is an eligible list in existence, the name of such person
shall be placed thereon in the order of percentage, and his eligibility shall con-
tinue for said full period of eligibihty. If there is more than one eligible list in

existence, such person shall be placed on the first list estabhshed unless prior to
placement thereon he notifies the director otherwise.

Section 3. Said chapter seven hiindred and eight is hereby further amended
by striking out section four and inserting in place thereof the following sec-

tion: — Section 4- Any person whose name is on any eligxble list or register of

the division of civil service at the time of his commencing said military or naval
service and any person who otherwise becomes entitled to have his name placed
on an ehgible list or register on account of an examination or registration and
who notifies the division of civil service that he is in said mihtary or naval serv-

ice shall be continued on such Ust or register for the period of said service, or
for the full regular period of eligibility provided for by the civil service law and
rules, whichever is the longer, and shall, upon his request in writing filed with
the director of civil service within two years after the termination of said serv-

ice, be continued on or restored to such list or register for a further period follow-

ing such request equal to the remainder of the term of his regular period of
ehgibihty thereon at the time he commenced said military or naval service, pro-
vided, that at the time of such request he files with the dh'ector of civil service

the certificate of a registered physician that he is not physically disabled or in-

capacitated for performing the duties of the office or position. If more than one
list exists or will exist as the result of this section, certification shall be made
from such list in order of date of estabhshment of such lists and in accordance
with the civil service law and rules governing certification and preference to
veterans and disabled veterans.

Section 4. Said chapter seven hundred and eight is hereby further amended
by inserting after section nine A, inserted by chapter four hundred and nine-
teen of the acts of nineteen hundred and forty-three, the following section: —
Section 9B. Any person referred to in section one who was or shall be separated
from the service of the commonwealth, or any political subdivision thereof,

while holding an office or position in such service under chapter thirty-one of
the General Laws, and receives a discharge, other than a dishonorable one, from
said military or naval service, in case he is physically or mentally incapable of
being reinstated in and performing the duties of the office or position previously
held by him, may, if he is otherwise eligible to retirement, be retired under the
retirement law applicable to him without such reinstatement.

Section 5. Section twenty-five of said chapter seven hundred and eight, as
amended by section ten of chapter five hundred and forty-eight of the acts of
nineteen hundred and forty-three, is hereby further amended by striking out, in
the fifth line, the word "January" and inserting in place thereof the word: —
July,-so as to read as follows :

— Section S5. Service in the military or naval
forces of the United States referred to in this act shall, except as otherwise pro-
vided thereby, mean such service occurring on or after July first, nineteen hun-
dred and forty and prior to July first, nineteen hundred and forty-six.

COMMENT:
It is self-evident that this legislation was enacted to protect the rights of employees

of the Commonwealth serving in the military or naval forces of the United States during
the present national emergency.

[Chap. 658]

An Act to establish a single contributory retirement law for public
employees.

(This chapter is printed as a separate pubhc document obtainable at the PubUc
Document Room, State House)
The following is a resume of the content of the sections

:

Section 1. Provides for definitions of all words and expressions which recur
throughout the law and are fundamental to its interpretation.
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Section 2. Sets forth a legal description of the incorporation of the respec-

tive systems within the new law and estabUshes a continuity between the opera-

tion of the various systems under the old law and the preservation of their legal

status under the new.

Section 3. Describes membership status and sets forth kinds of member-
ship, eligibihty, late entry into membership, credit for teachers who have had
out-of-state service, credit for members for intra-state service in governmental
units where no system existed, leave of absence, reinstatement to or re-entry

into active service, dual membership, transfer or re-establishment of member-
ship.

Section 4. Provision for quaUfication for service and the filing and verifica-

tion of statements of service. This section also contains provision for the is-

suance of prior service certificates and membership and retirement certificates.

Section 5. Conditions for allowance for superannuation retirement and cal-

culation of the amount of allowance. The formula for computing the amount
of the allowance is predicated on a percentage of deductions and salary basis as

determined from years of creditable service.

Section 6. Conditions for allowance for ordinary disabiUty retirement and
calculation of the amount of allowance. Describes the medical panel by which
eligibiUty for the allowance is determined.

Section 7. Conditions for allowance for accidental disabihty retirement and
calculation of the amount of the allowance. General provisions for notice to

the board. Special provisions for members furnishing aid to other governmental

units.

Section 8. Re-examination of members retired for disability and restoration

of members to active service.

Section 9. Conditions for allowance for accidental death benefits and cal-

culation for the amount of the allowance. General provisions for dependencies.

Section 10. Resignation, failure of re-election or reappointment, removal or

discharge. Rights to superannuation retirement allowances and termination

retirement allowances thereunder. Rights to defer receipt of allowances and
return of accumulated deductions.

Section 11. Return of accumulated total deductions to members and
amounts due beneficiaries of deceased members.

Section 12. Options available on retirement. Provides for election and sets

forth terms of life anniuty, cash refund annuity and joint and last survivor

allowance.

Section 13. Provision for payment of allowances. Sets forth amounts, con-

ditions and intervals of payments. Also provides for settlement of allowances

in one sum.

Section 14. Provides for effect of workmen's compensation benefits in-

cluding retention of rights of a member in service and the offset of benefits re-

ceived by a member under the workmen's compensation act against benefits

under the retirement law.

Section 15. DereUction of duty by members arising out of misappropriation

of funds. Provision for initiation of proceedings and forfeiture of rights upon
conviction.

Section 16. Right of a member to a hearing before the board in event of in-

voluntary retirement, removal or discharge. Right of member to a review of

action taken by the district court. Right of person aggrieved to appeal to the

Contributory Retirement Appeal Board. Limitation of action taken under this

section.

Section 17. Action on behalf of incompetent members.

Section 18. Filing of statements with penalties for failure to file. Protec-

tion against fraud.

Section 19. Exemption from taxation, attachments and assignments.

Section 20. Administration by boards. Composition of the state em-

ployees', teachers', county, city and town systems. General powers and duties

of the boards.
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Section 21. Supervision by the commissioner of insurance. Duties of com-

missioner. Assessment of expenses of supervision. Duties of actuary. Pro-

mulgation and approval of rules and regulations.

Section 22. Methods of financing. Annuity savings fund. Annuity re-

serve fund. Pension fund. Special fund for military service credit. Expense

fund. Investment income account and regular interest. Appropriations.

Section 23. Management of funds. State employees' and teachers' retire-

ment systems. County, city and town retirement systems.

Section 24. Violations of contributory retirement laws. Enforcement of

provisions. Penalties for violations.

Section 25. Guarantees and effects of amendments or repeal. Guarantee of

minimum allowances and allowances at least equal to non-contributory pen-

sions. Rights of veterans at retirement. Guarantee of allowances by govern-

mental unit. Effects of amendments or repeal.

Section 26. Retirement of officers and inspectors in the Department of

Pubhc Safety. "Officer" and "rating board" defined. Retirement for physical

or mental incapacity caused by illness or injury incurred in performance of

duty. Retirement upon attaining age 55 or expiration of 20 years of service for

physical or mental incapacity. Inconsistent provisions.

Section 27. Disposition of funds as of January 1, 1946. Annuity savings

fund. Annuity reserve fund. Other funds.

Section 28. Acceptance of act. By towns. By cities or towns haying a con-

tributory retirement system estabUshed under a special act. Estabfishment of

system in a city or town. Acceptance by districts.

There are ten additional miscellaneous sections of this act which amend other

chapters of the General Laws to correlate them with changes made in chapter

32.

The effective date of the legislation is January 1, 1946.

COMMENT:
This chapter provides for a single unified law for retirement of teachers, state em-

ployees and employees of counties, cities and towns. Chapter 32 of the General Laws

was amended hy striking out sections 1 to 38A inclusive and sections 68A, 68B and 68C
and inserting in place thereof sections 1 to 28.

[Chap. 726]

An Act relative to the establishment of guaranty capital in domestic

mutual insurance companies.

Chapter one hundred and seventy-five of the General Laws is hereby amended
by striking out section ninety B, as amended by section two of chapter twenty-

three of the acts of nineteen hundred and tlfirty-three, and inserting in place

thereof the following section :
— Section 90B. No poficy shall be issued by a

mutual company formed to transact business under the fourth clause of section

forty-seven until it has estabfished a fully paid up guaranty capital of not less

than two hundred thousand dollars nor more than one million dollars which

shall be subject to the provisions of section seventy-nine, except as hereinafter

and in section ninety-three D provided.

Any such company may, subject to aU the provisions of section seventy-nine

relative to the increase of the guaranty capital of a domestic mutual fire com-

pany, increase said guaranty capital to an amount not exceeding one milhon

dollars. While a company is transacting business under said fourth clause, the

provisions of section seventy-rune relative to the retirement of guaranty capital

of a mutual fire company shall not apply, nor shall the provisions of said section

relative to the reduction of guaranty capital authorize the reduction of its

guaranty capital below two hundred thousand dollars.

Upon estabUshing any guaranty capital in an amount in excess of five hun-

dred thousand dollars or increasing its guaranty capital to an amount mexcess
thereof, any mutual company formed to transact business under said fourth

clause shall deposit with the state treasurer the sum of two hundred thousand

dollars. Such deposit may be made in securities and in that event shall be sub-

ject to the'limitations contained in sections sixty-three and sixty-six, or may be
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made in cash or such other securities as the commissioner may approve, and in

any event shall be subject to section one hundred and eighty-five.

Whenever the amount of the net surplus, computed on the basis fixed by
sections ten to twelve, inclusive, of any mutual company formed to transact

business under said fourth clause which has a guaranty capital of more than
five hundred thousand dollars equals twice the amount of said guaranty capital,

said guaranty capital shall be reduced to five hundred thousand dollars by an
appropriation of such net surplus for that purpose.

The principal on any bond or obligation executed by a mutual company as

surety shall be deemed the member of the company under sections seventy-six,

seventy-nine, eighty, eighty-one, eighty-three to eighty-five, inclusive, and
ninety.

COMMENT:
This amendment to Section 90B eliminated the maximum limiiation on the amount

of guaranty capital which a surety company was required to establish and maintain.

The limit was raised from five hundred thousand dollars to one million dollars with ihe

proviso that if the guaranty capital exceeded five hundred thousand dollars the company
would make a deposit with the State Treasurer of the sum of two hundred thousand dol-

lars subject to the provisions of Section 185.

This Statue also requires that, whenever the net surplus of a company with a guaranty

capital of more than five hundred thousand dollars equals twice the amount of its guar-

anty capital, the guaranty capital must be reduced to five hundred thousand dollars.

This Legislation represents a compromise of the original Bill which was introduced

by the proponents. The Department harbored doubts concerning the necessity for the

legislation. The compromise legislation, however, represents a distinct improvement in

the Bill originally proposed.

[Chap. 89]

Resolve providing for an investigation and study by a special commis-

sion OF CERTAIN MATTERS RELATING TO THE NON-CONTRIBUTORY RETIREMENT
SYSTEMS OF THE COMMONWEALTH AND CERTAIN POLITICAL SUBDIVISIONS

THEREOF.

Resolved, That an unpaid special 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 and three persons to

be appointed by the governor is hereby established for the purpose of making
an investigation and study of the non-contributory retirement systems of the

commonwealth and certain pohtical subdivisions thereof. Said commission

shall consider, among other matters, the subject matter of current house docu-

ments numbered six hundred and one, nine hundred and ninety-eight, ten

hundred and seven, twelve hundred and seventy-four, twelve hundred and
eighty-one, and fourteen hundred and sixty-six, and of current senate document

numbered four hundred and seventy-six. Said commission shall also consider

such other matters relating to the subject matters of said documents as it may
deem advisable, with special reference to persons who have been retired under

any provision of law relating to non-contributory retirement systems. Said

commission may expend for clerical and other services and expenses such sums,

not exceeding, in the aggregate, three thousand dollars as may hereafter be ap-

propriated therefor. Said commission shall report to the general court the re-

sults of its investigation and study, and its recommendations, if any, together

with drafts of legislation necessary to carry such recommendations into effect,

by fifing the same with the clerk of the house of representatives on or before the

first Wednesday of December in the year nineteen hundred and forty-six.

The following order, adopted by the Senate, was considered

:

Ordered, That the committee on Insurance is hereby authorized to sit during

the recess of the General Court to make an investigation and study of the ques-

tion of the advisability or necessity of enacting legislation in this Common-
wealth empowering the Commissioner of Insurance or other appropriate au-

thority to fix and estabfish insurance rates and charges of any or all kinds and

to that end to inquire into what action, if any, has been taken or is contem-
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plated by other states in this matter as a result of the decision of the Supreme
Court of the United States in the Southeastern Underwriters' case, so called,

and subsequent federal legislation. In making its investigation and study the
committee shall consider the subject matter of current Senate document num-
bered three hundred and five and current House documents numbered ninety-

five, ninety-seven and thirteen hundred and ninety-nine. The committee shall

be provided with quarters in the State House, may hold hearings and require

the attendance and testimony of witnesses under oath and the production of

books and papers. It may employ such clerical and legal and expert assistance

as may be necessary, may travel within and without the Commonwealth in

pursuance of its duties, and may also incur such other incidental expenses as

may be necessary in the conduct of the investigation, and may expend for said

purposes a sum, not exceeding, in the aggregate, seventy-five hundred dollars

as may be appropriated therefor. Said committee shall report to the General
Court the results of its investigation and its recommendations, if any, and drafts

of legislation necessary to carry said recommendations into effect, by filing the
same with the Clerk of the Senate on or before the thirtieth day of March, nine-

teen hundred and forty-six.

Adopted July 20, 1945

Insurance Rate Regulation and Taxation of Insurance Premiums
This subject has been discussed at some length in Part I of this Report. Your Honor-

able Body has authorized further study of the subject before legislative proposals are

recommended.
Since completing Part I of this Report, there has been brought to my attention a report

of the Committee on Insurance Regulation of the Insurance Section of the American Bar
Association. I am informed that this document will be placed before the Recess Com-
mission studying the subject of appropriate regulation of insurance in Massachusetts
to conform to the requirements of United States Public Law IS. The report bears the

signatures of a group of distinguished lawyers who have specialized in the practice of
insurance law. Several of these lawyers have occupied positions in State Insurance De-
partments either as Comynissioner or Deputy Commissioner of Insurance. One of these

gentlemen was responsible to a large degree for the preparation of the New York Insur-
ance Code. He is also the author of several books. A document prepared by an erudite

gentleman of high standing at the Bar is worthy of careful study. I have included it in
this part of the Report as Appendix "I".

Opinions of the Attorney General

No. 402 The Commonwealth of Massachusetts

DEPARTMENT OF THE ATTORNEY GENERAL
Boston

March 8, 1945
Hon. Charles F. J. Harrington,
Commissioner of Insurance

Dear Sir:

You have informed me that:

"In connection with a recent examination conducted by this department
of the affairs of a domestic fraternal benefit society incorporated on the
Lodge System, a question has arisen as to the power of the society to enact
a by-law authorizing its executive committee which has the powers of di-

rectors to appoint the supreme treasurer and the supreme secretary." —
and you have asked my opinion as follows

:

"Will you please advise us as to whether or not a society of this kind may
by by-law delegate to its executive committee the right to appoint its su-
preme treasurer and the supreme secretary."

I am of the opinion that such a society may not by by-law delegate to its

executive committee the right to appoint its supreme treasurer and secretary.

The method of organizing such a society at its first meeting is set forth in
G.L. (Ter. Ed.) c. 176, S.7. The third sentence of said section 7 reads:
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. . "At such first meeting, including any reasonable adjournment thereof,

an organization shall be effected by the choice by ballot of a temporary
clerk, who shall be sworn, and by the adoption of by-laws, and the election

by ballot of directors, president, secretary and treasurer, or other officers cor-

responding thereto, with powers and duties similar to those of such officers,

and such other officers as the by-laws may provide for ; but at such election

no person shall be ehgible as a director or other officer who has not sub-
scribed the agreement of association."

Section 3 of said chapter 176, as amended, reads as follows

:

"Any such society shall be deemed to have a representative form of

government when it shall provide in its constitution and by-laws for a
supreme legislative or governing body, composed of representatives elected

either by the members or by delegates elected directly or indirectly by the
members, together with such other members as may be prescribed by its

constitution and by-laws ; and provided, further, that the meetings of the
supreme or governing body and the election of officers, representatives or dele-

gates shall be held as often as once in four years, and that a complete steno-

graphic record of the proceedings of each such meeting, so far as it relates

to matters within the jurisdiction of the commissioner of insurance, shall

be filed in the home office of the society within thirty days after the ad-
journment of such meeting. The members, officers, representatives or

delegates of a fraternal benefit society shall not vote by proxy."

Section 32 of said chapter 176, as amended, relative to the constitution and
by-laws of such a society provides

:

"Every society may, subject to this chapter, make a constitution and
by-laws for its government, admission of members, management of its

affairs, and the fixing and readjusting of the rates and contributions 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 govern-
ing body

;
provided, that the commissioner shall not approve any provision

for such a system of absent voting unless the society submitting such pro-

vision for approval satisfies the commissioner that absent voting is neces-

sary in order to have an adequate representation of the membership of the
society at its elections."

St. 1901, c. 422, from which the provisions of said sections 3, 7 and 32 stem,
provided in its section 4 for the election at the first meeting of such a society for

organization of officers by ballot, and in section 6 provided that

:

"Officers chosen as required in section four shall hold office until the next
meeting of the corporation for the election of officers. ... At the said

meeting, and thereafter at least biennially, the officers shall be chosen, and
shall hold office until their successors are elected and qualified. ..."

Section 5 of said chapter 422 provided with relation to by-laws in part as

follows

:

"The by-laws may prescribe, where no other provision is specially made,
the manner in which and the officers ... by whom the purposes of the
corporation shall be carried out; . .

."

Similar provisions, including one for the election of a secretary at the first

meeting, appear fikewise in the revision of the law relative to such societies in

St. 1911, c. 628.

In said chapter 422, section 3, the Legislature made plain its intent that the
officers elected at the first meeting of such society were to be thereafter elected
by the members, and by said section 5 made clear that the by-laws might pre-
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scribe the manner of election of officers only in such instances as had not been
provided for by statute.

I am of the opinion that in the compilation of the law relative to such societies

in said chapter 176 of the General Laws, the Legislature in requiring the elec-

tion of the designated officers at the first meeting and "the election of ofiicers

. .
. " thereafter "as often as once in four years," provided the manner of such

election, and that the power to make by-laws given by said section 32 of chap-

ter 176 was not intended to grant any authority to make by-laws with relation

to the manner of election of officers when such provision had been specifically

made by the Legislature itself, as in said sections 3 and 5.

Verbal changes in the re-enactment or codification of earUer statutes are to

be treated, by a familiar principle of statutory construction, as not altering the

meaning of such statutes but as continuations of the previous law. Delaney v.

Grand Lodge A.O.U.W., 244 Mass. 556, 566; Davis v. School Committee, 307
Mass. 354, 361, 363.

Very truly yours,

/s/ Clarence A. Barnes,
Attorney General

No. 403 April 16, 1945
Hon. Charles F. J. Harrington,
Commissioner of Insurance.

Dear Sir

:

In a recent communication you have written me that

:

"A domestic stock UabiUty insurance company which has voted to in-

crease its capital by a transfer from its surplus in the manner outlined in

General Laws, Chapter 175, Section 70 has forwarded to the Department
within the prescribed time the documents executed in connection with such
proposed increase.

Previous to taking this vote the company's capital, surplus and liabilities

were as follows

:

Capital $350,000
Surplus 1400,000
Liabilities $2,135,626.02

The proposed stock dividend which is in the amount of $150,000 would
increase the company's capital to $500,000 and decrease its surplus to

$250,000 but would not change the total amount available for the protec-

tion of policyholders, although it would remove from the free surplus a
substantial sum which otherwise would be available in the future if adverse
circumstances were encountered."

In connection with the foregoing facts you have asked my opinion on two
questions. Your first question reads:

"In taking action under section 70 is the Commissioner's duty merely a
ministerial act in which he is Hmited to ascertaining that the increase in

capital has been made in accordance with the certificate filed with him
within thirty days after the issuance of the new stock and which sets forth

the proceedings thereof and the amount of such increase and that such
certificate has been signed and sworn to by the president, secretary and a
majority of the directors of the company and also to passing upon the form
of the documents presented to him for approval?"

1. I answer your first question in the affii-mative.

It is to be noted that the Legislature has enacted no requirement as to the
amount of surplus which such an insurance company as you refer to must have
nor established any provision as to any ratio which must be maintained be-

tween the capital of such a company and its surplus or between surplus and
outstanding liabilities.

As you have yourself pointed out in your letter, the proposed increase in

capital under consideration, although involving a change in the amount of

capital and surplus, respectively, does not change the total amount of the com-
pany's capital and surplus available for the protection of policyholders.
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G.L. (Ter. Ed.) c. 175, s. 70, sets forth in some detail the two ways in which
a domestic stock insurance company may increase its capital and the various
steps which must be taken by a company to effect such increase. (These ways
were considered at length in an opinion of October 17, 1930, by one of my pre-

decessors in office, given to the then Commissioner of Insurance.) After setting

forth specifically the steps necessary to be taken by a company to effect an in-

crease of capital, said section 70 provides

:

"In whichever mode the increase is made, the company shall, within thirty

days after the issue of such certificates, submit to the commissioner a certificate

setting forth the proceedings thereof and the amount of such increase, signed
and sworn to by its president and secretary and a majority of its directors. If

the commissioner finds that the increase is made in conformity to law, he shall

endorse his approval thereon : and upon fihng such certificate so endorsed with
the state secretary and the payment of a fee of one twentieth of one per cent of

the amount by which the capital is increased for filing the same, the company
may transact business upon the capital as increased, and the commissioner shall,

upon payment of the fee prescribed by section fourteen, issue his certificate to

that effect."

The phrase "if the commissioner finds that the increase is made in conformity
to law, he shall endorse his approval thereon," as employed in said section 70,

does not indicate a legislative intent to vest the Commissioner with discretion

to determine the amount of surplus which must be available following an in-

crease in capital, but merely to require him to ascertain whether in making an
increase in capital the company has taken those steps and fulfilled those re-

quirements which the Legislature has specified in said section 70 as necessary
prerequisites to such an increase.

The Commissioner is not authorized to withhold his approval to an increase

in capital, or the certificate that a company may transact business upon such
an increased capital, because of his own views as to the desirability of such an
increase.

Said section 70, in its provision for an approval by the Commissioner of In-

surance of an increase in capital voted by a company does not contain a phrase
such as is to be found in section 71 of said chapter 175, whereby \\ith relation

to the Commissioner's approval of a reduction of capital stock it is provided

:

"If the commissioner finds that the reduction is made in conformity to

law and that it will not be prejudicial to the public, he shall endorse his ap-

proval thereon."

The general provisions of section 4 of said chapter 175, to which you refer,

which relate to examination of insurance companies and inspection of their

affairs, business meetings and dealings with their pohcyholders do not enlarge

the scope of the particular authority to approve or disapprove an increase of

capital stock given to the Commissioner by said section 70, nor do the terms of

section 72 of said chapter 175 have such an effect.

Said section 70 specifically provides that "if the commissioner finds that the
increase is made in conformity to law, he shall endorse his approval thereon."
"Shall" as so used is a mandatory word inconsistent with the idea of discretion.

The phraseology of section 70 requires that if the Commissioner finds that the
law specifically appHcable to the ways and manner in which a company may in-

crease its capital has been compiled with, he "shall" endorse his approval and
thereafter "shall" issue a certificate. There is no suggestion in the language of
the section that the Commissioner may approve some increases of capital stock
made in conformity with the particular provisions of said section 70, and reject

others so made, according to his own opinion as to desirability (See Elmer v.

Commissioner of Insurance, 304 Mass. 194, 196).

2. Your second question reads

:

"Is it the duty of the Commissioner to make an inquiry into the general
financial condition of an insurance company proposing to increase its

capital under section 70 and may he use the discretion of a reasonably
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prudent man in determining whether such action is in the interest of policy-

holders and the public to approve or disapprove such increase?"

I answer this question in the negative for reasons which have been set forth

in my answer to your first question.

Very truly yours,

Clarence A. Barnes,
Attorney General

No. 404 April 24, 1945

Hon. Charles F. J. Harrington,
Commissioner of Insurance

Dear Sir

:

You have written me with relation to the approaching annual session of the

High Court of the Massachusetts Cathohc Order of Foresters, an incorporated

fraternal benefit society, and have informed me that the order is having dif-

ficulty in obtaining the necessary permission from the federal "War Committee
on Conventions" to hold such session.

You have directed my attention to Public Law 15, section 2, enacted by Con-
gress and signed by the President on March 9, 1945, which in its applicable part

reads

:

"Section 2 (a) The business of insurance, and every person engaged
therein, shall be subject to the laws of the several states which relate to the

regulation or taxation of such business.

(b) No Act of Congress shall be construed to invalidate, im-

pair, or supersede any law enacted by any State for the purpose of regulat-

ing the business of insurance . .
."

In this connection you have asked my opinion upon the two following ques-

tions :

"1. In view of the requirement of the Society's Constitution and By-
laws that the Annual Session of the High Court be held annually between
'May 15 and May 31, may the Commissioner of Insurance order the Society

to hold said Annual Session?

2. Does section 2 of Pubhc Law 15 signed on March 9, 1945, repeal or

supersede the Rules and Regulations of the Director of War Mobilization

and Reconversion governing the War Committee on Conventions thereby

rendering such Rules and Regulations inapplicable to the Business of In-

surance and persons engaged therein and placing the responsibility for the

supervision of the insurance business upon the supervisory officers of the

several states?"

1. I answer your first question in the negative.

The laws of the Commonwealth embodied in G.L. (Ter. Ed.) c. 176, as

amended, with relation to the fraternal benefit societies, of which the Massa-
chusetts Cathohc Order of Foresters is one, do not empower you to order or di-

rect such societies to hold annual meetings. Said Pubhc Law 15 does not pur-
port to enlarge the powers of the Commissioner of Insurance in the various

states, nor does it appear to have been the intent of Congress in passing such
law to increase the authority of those entrusted by the states with the adminis-

tration of the insurance laws.

2. I answer your second question in the negative.

The provisions of said section 2 of Public Law 15 do not repeal or supersede

"the Rules and Regulations of the Director of War Mobilization and Recon-
version governing the War Committee on Conventions." Such rules are of

general application, as they affect the holding of conventions and do not in-

validate or impair state laws regulating insurance as such.

You have also asked a third and fourth question which read

:

"3. Since the Constitution provides that officers shall be elected an-

nually and makes no provision for their continuance in office until their
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successors are elected, will the officers be regarded as holding office legally

beyond the period for which they were elected?"

4. Will the acts of the officers performed after the date of expiration of

the terms for which they were elected be legal and valid in every respect

without a proclamation by the Governor under his War Emergency
powers, or a special act of the Legislature?"

3. I answer both these questions to the effect that under the circumstances

set forth in your letter, if officers of the Order cannot be elected at the annual
meeting, the present officers would, as a matter of law, like public officers be
regarded as holding over until their successors are chosen. The acts of such
officers when so holding over as at least de facto officers would be treated as valid

as concerns the public and third persons dealing with them and, since under the

stated conditions no factional controversy with relation to title to the officers

would exist, as concerns the Order and its members. Stratton Mass. Gold Mines
Co. V. Davis, 222 Mass. 549, 553, 554. Thompson on Corporations, Vol. 2,

Ss. 1555, 1557, and cases there cited.

You have also asked me four other questions relative to possible contingen-

cies which might arise in the future if the annual session of the society in ques-

tion is not held.

These questions relate to matters with regard to which you are not presently

required to perform any official duties, are based on speculation as to possible

future factual contingencies, and are hypothetical in character. Consequently,

they are such as the Attorney General is not required to answer. Report of the

Attorney General, 1935, p. 31 ; I Op. Atty. Gen. 273, 275; II Op. Atty. Gen. 100;

Op. Atty. Gen. 425.

Very truly yours,

/s/ Clarence A. Barnes,
Attorney General

No. 405
August 22, 1945

J. E. Curry, Esq.
Counsel to the Commissioner of Insurance
100 Nashua Street

Boston, Massachusetts

Dear Sir

:

Confirming Assistant Attorney General Clapp's telephone conversation with

you today, let me advise you that representatives of the National Health and
Welfare Retii-ement Association have conferred with me with regard to the

letter written by you to Theodore V. Zavatt of New York on August 10, 1945,

in which you stated:

"That a deduction from the salaries of Massachusetts employees of

member organizations of such association for the purpose of paying premi-

ums and the dehvery of a certificate from the Association to such em-
ployees in Massachusetts constitute violations of section 160 of chapter

175 of Massachusetts General Laws."

This department is of the opinion that the plan carried out for the benefit of

employers and employees by said association is such that the principles of law

stated in an opinion of May 27, 1937, to a Commissioner of Insurance by a

former Attorney General with relation to the purchase by Harvard University

of deferred annuity contracts from a New York insurance company for its em-
ployees, with which the present Attorney General agrees, are applicable thereto,

and that, therefore, the actions of the member organizations referred to in your

said letter are not, as stated by you therein, violations of G.L. (Ter. Ed.) c. 175

S. 160.

Very truly yours,

/s/ J. J. Spiegel,
Senior Assistant Attorney General
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No. 406
September 21, 1945

Hon. Charles F. J. Harrington
Commissioner of Insurance

Dear Sir

:

In a recent letter you have informed me that a foreign insurance company
which is licensed to transact business in the Commonwealth, including, I as-

sume from the context of your letter, the business of writing insurance Upon
Uves, proposes to insure all the employees of the several employer member of

an association, both union and non-union employees, under a group life policy

issued from one of its offices outside the State to trustees "located outside the

Commonwealth." The premiums on the pohcy are to be paid by the several

employers to the trustees, who transmit them to the insurance company, and
all insured employees are residents of Massachusetts.

The laws of Massachusetts do not provide for the issuance of such a policy.

(See G.L. (Ter. Ed.) c. 175, SS. 133-138, as amended),. You inform me, how-
ever, that the laws of the state in which the company proposes to issue the policy

provide for a policy of group hfe insurance covering both union and non-union
employees issued to trustees.

With a relation to such a foreign insurance company so issuing such a policy,

you have asked my opinion upon the following questions

:

1. "In view of the provisions of General Laws, chapter 175, sections 150

and 163, if a group life insurance poUcy is issued to a group of Massa-
chusetts residents by a foreign insurance company under the plan out-

hned above, will the company be violating section 157 of General Laws,
Chapter 175 (Resident Agent Law) and will such company be amenable
to the punishment specified in said section 157 and to the revocation or

suspension of its hcense as detailed in section 5 of said chapter?

2. Would the issuance of such a policy under the plan outlined above by
a foreign insurance company admitted to transact business in the Com-
monwealth constitute a violation of General Laws, chapter 175, section
3?"

G.L. (Ter. Ed.) c. 175, S. 157, as amended, in its pertinent part provides:

"Foreign companies admitted to do business in the Commonwealth shall

make contracts of insurance upon lives, property or interests therein, . . .

only by lawfully constituted and licensed resident agents therein. . .
.

"

Said chapter 175, section 150, provides in part:

"Foreign companies, upon complying with the conditions herein set forth

appHcable to such companies, may be admitted to transact in the Common-
wealth, as provided in section one hundred and fifty-seven, any kinds of

business authorized by this chapter, subject to all general laws . . . rela-

tive to insurance companies, and subject to all laws applicable to the

transaction of such business by foreign companies and their agents ; . .
.

"

Said chapter 175, section 5, as amended, provides that the Commissioner of

Insurance may revoke the license of any foreign company if he is satisfied that

such company "has violated any provision of law."

I am of the opinion that a foreign insurance company licensed to do business

in the Comxaonwealth, which issues a policy of group hfe insurance, such as has

been described, to trustees outside Massachusetts and, accordingly, not through

a licensed agent resident in the Commonwealth, has violated the provisions of

said section 157 by not making such pohcy through a licensed resident agent,

and is amenable to the punishment specified in said section 157 for such a viola-

tion, and also to the revocation of its license under the provisions of said section 5.

Such a group policy is a contract "of insurance upon lives" as the quoted
words are used in said section 157; the lives being those of the employees

covered, who are residents of Massachusetts. It is required by the provisions

of said section 157, that such a policy shall be made only by a licensed agent

resident in the Commonwealth. Since, as has been stated, the particular type
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of group life policy is not one which may be issued under the provisions of the
laws of the Commonwealth, it is in fact issued outside Massachusetts and not
made through a licensed resident agent, the provision of said section 157, that
contracts of insurance upon lives must be made only by licensed resident agents,

has been violated.

This provision for the making of contracts through licensed resident agents
only is one which the Commonwealth may properly make and is one with which
a foreign insurance company must comply in order to do business in Massa-
chusetts, the company's subjection to this requirement of our law is implicit

in its acceptance of a license, and in its transaction of business thereunder in the

Commonwealth by force of the terms of said sections 150 and 157. The rights

of a resident of Massachusetts to insure in whatever state he pleases and the
rights of a foreign company not licensed to do business in the Commonwealih to

issue elsewhere a policy not authorized by our laws to a resident of the Com-
monwealth are not affected by this principle, which prevents a foreign company
from accepting the privilege of doing an insurance business in Massachusetts
and then violating the conditions under which the privilege has been extended
to it by the Legislature. Palmetto Fire Ins. Co. v. Connecticut, 9 F. (2d) 202;
272 U.S. 295.

2. With regard to the second question, in view of my answer to the first there

would appear to be no necessity at this time for my rendering an opinion upon
this query.

Very truly yours,

/s/ Clarence A. Barnes,
Attorney General.

No. 407
October 15, 1945

Hon. Charles F. J. Harrington,
Commissioner of Insurance

Dear Sir

:

In a recent communication you have advised me that certain Massachusetts

organizations, members of the National Health and Welfare Retirement Asso-

ciation, Inc., a non-profit corporation licensed under the laws of the State of

New York and authorized under section 200 of the Insurance Law of that State

to issue a group annuity and hfe contract to an association of employers as the

master holder of the contract, "propose to arrange for group life and group

annuity coverage for their employees" under the following plan:

"Each community chest or social agency council or health or welfare

agency will collect contributions from the contributing members and trans-

mit them to the Retirement Association. When seventy-five per cent of

the eligible employees have made apphcation to become participants,

salary deductions are to be made by the contributing members. AH in-

dividuals newly employed by a contributing member after its entrance

date must become participants and agree that their employers shall de-

duct contributions from their compensation payments. The monthly con-

tribution of each employee is to be five per cent of his regular compensation

and the employer contributes an equal amount to the contributions made
by each employee and the employer makes an additional contribution over

a period of years for the purpose of purchasing annuity benefits for em-
ployees who were in his service previous to the adoption of the Plan."

A death benefit in addition to the retirement annuity is also included in the

Plan and the policies and annuities are, I assume from the general context of

your communication, to be purchased and issued in New York.

As you state in your communication, our Massachusetts insurance law does

not authorize the issuance of a group hfe insurance policy or a group annuity

contract which covers the employees of several individual employers as a group.

In your communication you direct attention to certain of the definitions con-

tained in G. L. (Ter. Ed.) c. 175, S. 1, and to sections 3 and 160 of said chapter,

which you have set forth, and you have asked my opinion upon the two follow-

ing questions with relation to the adoption of the said plan

:
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"In view of the definitions of the words 'company' and 'foreign com-
pany' appearing in General Laws, chapter 175, section 1 and the prohibition

contained in section 3 of General Laws, chapter 175 and the language of

section 160 of General Laws, chapter 175, does the adoption of this Plan

by charitable, health or welfare organizations located in Massachusetts

whose employees are Massachusetts residents and the making of deduc-

tions from the salaries of the Massachusetts employees of member organi-

zations for the purpose of paying premiums constitute a violation of the

Massachusetts Insurance Law?
"The Plan states that a certificate, setting forth the employee's contract,

will be delivered to each employee in Massachusetts insured under the

Plan. Does the delivery of such a certificate to each employee in Massa-
chusetts constitute a "vdolation of the Massachusetts Law?"

I answer each of these questions in the negative.

The Plan outlined in your communication, to be carried out for the benefit of

employers and employees, is such that the principles of law stated in an opinion

of May 27, 1937, to the then Commissioner of Insurance by one of my prede-

cessors in office, with which I concur, with relation to the purchase by Harvard
University of deferred annuity contracts from a New York insurance company
for its employees, are apphcable to it and compel the conclusion that the adoption

of the said plan and the making of deductions from the salaries of the Massa-
chusetts employees of member organizations for the purpose of paying premi-

ums under the circumstances set forth in your communication do not constitute

a violation of the insurance laws of the Commonwealth, The mere delivery of a

certificate, such as you have described, to each employee in Massachusetts in-

sured under the Plan does not under all the factual circumstances of the Plan,

which you have stated, constitute a violation of Massachusetts Law.
A third question which you have propounded in your communication, relative

to the appropriate jurisdiction for possible suits by employees to enforce, after

reinsurance by a domestic life company "conversion privileges" "available

under the life insurance feature of the Plan", is purely hypothetical in charac-

ter, relates to possible courses of legal procedure open to employees in causes

which might accrue to them, and is not one upon which the Attorney General,

may properly be required to render an opinion.

Very truly yours,

/s/ Clarence A. Barnes,
Attorney General.

REPORT OF RECEIVERSHIPS OF INSURANCE COMPANIES AND
FRATERNAL INSURANCE CORPORATIONS

Atlantic Mutual Casualty Insurance Company — Arthur F. Bickford, 53 State

Street, Boston, Massachusetts, was appointed temporary receiver on April 24, 1931.

This appointment was made permanent on May 15, 1931. Total assets adminis-

tered under the receivership amounted to $28,557.31. These were expended as

follows

:

20% dividend to claimants . . . $9,827.95

3% " " _
" .... 1,474.29

Expenses of administration other than receiver's

compensation and expenses . . . 10,467.17

Receiver's compensation and expenses . . 6,787.90

Total $28,557.31

Unclaimed dividend checks amounting to $281.05 were turned over to the Treas-

urer and Receiver of the Commonwealth in December, 1944 and in April, 1945, the

Receiver was formally discharged by action of the Supreme Judicial Court.
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Broad Street Mutual Casualty Insurance Company—John T. Noonan, 1 Federal
Street, Boston, was appointed temporary receiver on December 28, 1938, and per-

manent Receiver on March 3, 1939. On August 8, 1940, Charles F. J. Harrington,
100 Nashua Street, Boston, Commissioner of Insurance for the Commonwealth of

Massachusetts, was appointed successor Receiver under General Laws, Chapter
175, Section 179, without additional compensation, and Charles Shulman, 89 State
Street, Boston, was appointed counsel for the Receiver. On July 10, 1945, Charles
Shulman, Esquire, resigned as counsel. On July 18, 1945, John V. Condon, 6 Beacon
Street, Boston, was appointed counsel for the Receiver.

The following is the Receiver's account for the year 1945:

Balance on hand December 31, 1944 .

Income
Assessments Collected in 1945 .

DlSBXJRBEMENTS

Employees Salaries .

Postage and Stationery
Office Rent ....
Social Security
Telephone . .

Electricity ....
General Liability and Fire Insurance Premiums
Unemployment Compensation .

Dickie Raymond
Towels .....
Compensation of Counsel .

Canton Mutual
Miscellaneous ....

Total Disbursements

Assets
Cash in Bank December 31,|1945
Furniture and Fixtures

$3,493.15
21.75

900.00
426.90
279.35
46.57
11.12
44.22

1,159.78
7.77

1,650.00
16.62

455.50

$98,255.43
658.75

$42,659.41

64,667.50

$107,326.91

Balance on Hand December 31, 1945

8,512.73

$98,814.18

$98,814.18

Canton Mutual Liability Insurance Company— The balance on deposit with the
First National Bank of Boston, December 31, 1945, amounted to $78,554.52, cash
in office amounted to $33.25, furniture and fixtures were estimated to be valued at

$300.00. Income during the year 1945 was derived from assessments levied on
policyholders of the company in accordance with an order of the Supreme Judicial

Court of this Commonwealth and action of the Board of Directors of the Insurance
Company. The total assessments collected during the calendar year 1945 amounted
to $34,089.38. Disbuisements for expenses for operating the Receivership amounted
to $7,650.80.

It will be recalled that the Legislature appropriated funds to be used by the

Receiver in the early stages of this Receivership. These funds to be repaid to the
Commonwealth prior to distribution of dividends from the Estate of the defunct
Company. The balance of the special appropriations as of December 31, 1945,

amounted to $26,437.50. There were no disbursements during 1945 from this Fund.
It is the intention of the Receiver to make application to the Court at an early date
for permission to refund to the Commonwealth the entire appropriation advanced
for the expenses of the Receivership. During the calendar year 1945, the Receiver
and his associates devoted their efforts to the collection of unpaid assessments
through the Small Claims Court or through negotiation with those who manifested
a willingness to voluntarily liquidate their obUgations to the Receivership.

Patrick A, Menton resigned as Counsel for the Receiver effective June 1, 1945.

Harold J. Quinlan, Esquire, was appointed by the Supreme Judicial Court as suc-

cessor to Mr. Menton in the capacity of Counsel to the Receiver for this Estate.

Commonwealih 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.
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During 1945 the office was moved to 10 State Street, Boston. Cash actually on de-

posit in bank on December 31, 1944 was $750.35. During 1945 the receivers dis-

bursed the following amounts: rent, $137.50; premiums on receivers' bonds, $20.00;

accountant's fees, $100.00 and expense of moving, $20.00, making a total of $277.50.

In addition outstanding checks of $1.50 were cashed leaving a deposit of $471.35

in bank as of December 31, 1945. An additional asset consisted of the office furni-

ture and equipment. Liquidating dividend checks which have never been presented

for payment amount to $668.20. Of these, several checks aggregating $16.65 have
been returned as unclaimed and are in possession of the receivers leaving $651.55

still outstanding. In order to cover the amount of these outstanding checks it will

be necessary to dispose of some of the office equipment.

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 ap-

pointed 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

1942, the Supreme Judicial Court approved a plan under which the sale of the re-

ceivership estate was effected as of August 31, 1942. The sale was made to the Con-
veyancers Realty Company, incorporated in accordance with the Sale Plan for the

purpose of managing, 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 provided for the pay-

ment 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 scrip for a tenth of a share of said stock for each

$50 of face value of debentures not covered by full share. The latest report of the

receiver to the Supreme Judicial Court was made as of April 30, 1944. At that time

cash assets remaining in his hands amounted to $113,202.54.

Massachusetts Accident Company — The report of this Receivership includes a

statement of the so-called Non-Can Fund, established under the provisions of Part

II of the Insurance and Management Agreement entered into the 23rd day of Feb-
rurary 1940, between the Union Mutual Life Insurance Company and Charles F. J.

Harrington, Commissioner of Insurance of the Commonwealth of Massachusetts,

as Receiver of the Massachusetts Accident Company, copy of which is published in

the Eighty-seventh Massachusetts Insurance Report, business of 1941, Part II,

page cvii.

The following is the Report of the Receiver for Liquidation of the Massachusetts
Accident Company for the Year 1945:

Cash on hand December 31, 1944 ......
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The foregoing account has been examined by Arthur J. Roche, Assistant Chief

Examiner of this Department, and the report of examination is on file at the De-
partment for pubhc inspection. The examination disclosed that the balance at the

bank accredited to the account of the Receiver amounted to $10,3,75.86. The excess

represents checks drawn on a bank which were outstanding when the balance in that

bank was transferred to another bank. Dipbursing entries had been made on the

Receiver's Books and the book balance reflects the correct amount. The bank bal-

ance is over-stated by the amount of outstanding checks. Instructions were given

to stop payment on old uncashed checks and new checks were issued without mak-
ing current entries on the books; thereby, bringing the balance in agreement with

the book balance shown in the statement set forth above.

The examination made by Mr. Ai'thur Roche covered the period from February

23, 1940, the date the Commissioner was appointed Receiver to liquidate the Massa-
chusetts Accident Company, to December 31, 1945.

The statement of the Non-Can Fund, as reported by the Union Mutual Life In-

surance Company, follows:

ANNUAL STATEMENT OF NON-CAN FUND
DECEMBER 31, 1945

Report by Union Mutual Life Insurance Company
Portland, Maine

TO

CoMMissioi'rajR OF Insurance
State of Massachusetts

Ledger Balance— December 31, 1944
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Liability Insurance Company in accordance with Paragraph 4(e), of Part II, of the

Reinsurance and Management Agreement (except poUcies subject to the provisions

of Part II, Paragraph 4(d), thereof.) Litigation relating to the affairs of this Re-
ceiversliip is still pending before the Supreme Judicial Court of this Commonwealth.
The report on this Receivership would not be complete without acknowledgment of

the faithful, intelligent work of the Honorable A. B. Casson, Counsel for the Re-
ceiver. The Receiver is greatly indebted to Mr. Casson for his patient, generous

services rendered far beyond the call of duty. The economical and successful cul-

mination of the affairs of the Massachusetts Accident Company could not have been
accomplished without this type of service.

Massachusetts Mutual Liability Insurance Company— Henry F. Hulburt, 53

State Street, Boston, was appointed receiver on December 27, 1929. He was dis-

charged in March, 1941, and all records were dehvered to tliis Department in ac-

cordance with Section 178, Chapter 175 of the General Laws. The receivership was
reopened on June 3, 1941, on petition of the Commissioner of Insurance who had
been notified by the New York Insurance Department that the sum of $475 which
had been deposited with it in cash as collateral for some removal bonds issued by the

Consolidated Indemnity and Insurance Company of New York was available for

payment.
Notice of the reopening of the receivership was given to all claimants whose claims

had been allowed by the Court in the former proceedings and a distribution pro rata

was made after a proper decree of the court had been obtained.

The unclaimed funds amounting to $211.23 and the names and addresses of the

persons to whom such funds were due were forwarded to the State Treasurer on
October 15, 1945. Copies of the schedules were also forwarded to the State Comp-
troller on October 16, 1945, in accordance with a Decree of the Court entered Sep-

tember 19, 1945, allowing the Receiver's Final Account and directing him to pay
the unclaimed funds to the State Treasurer.

On October 17, 1945, on a Petition for an Order to Close the Affairs of the Re-
ceiver and Discharge the Receiver, the Court ruled that the affairs of the receiver-

ship had been finally disposed of in the Order issued on September 19, 1945.

Trade Mutual Liability Insurance Company— Wilham 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, 1945, the receiv-

er's records showed a cash balance of $100.82 and outstanding checks of $729.87

making a total deposit in bank of $830.69. The receiver will make a further effort

to locate the payees of these checks before petitioning the court for his discharge.

Beneficiary Association of the Boston Fruit and Produce Exchange — Francis J.

DeCelles, 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 in the Maiden Trust Company of Maiden, consisting of

$1,251.91 in the Savings Account, $545.44 in the Death Account and $197.01 inthe

Expense Account. These accounts were consohdated into one account on April 6,

1939. Since that time the accounts of the receiver have not been available for ex-

amination 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 of the society in

good standing, share and share alike. A statement from the Maiden Trust Com-
pany show^s a balance of $322.29 to the credit of the receiver's account, the only

change since September 15, 1939 being a service charge of 50 c. by the bank in 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 shows that the balance on deposit

in the receiver's account has been $214.06 since July 10, 1941.
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Royal Michaelense Autonomic Beneficent Association, Inc. — Francis J. DeCelles,

then Commissioner of Insurance, was appointed receiver on January 12, 1937. On
April 27, 1939, the assets of the receivership consisted of a deposit in the National

Shawmut Bank of Boston amounting to 11,749.93. 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 shows that the balance on deposit in the receiver's

account since July 10, 1941 has been $253.23.

Supreme Colony United Order of Pilgrim Fathers— Henry M. Hutchings, who was
appointed receiver on September 25, 1917, died on January 8, 1937. Edward J.

Flavin, 73 Tremont Street, Boston, was appointed receiver on October 25, 1938.

An examination of the receiver's accounts showed no income or disbursements dur-

ing 1945 and a balance of $946.07 on deposit with the State Street Trust Company,
Boston, on December 31, 1945.

Conclusion— The termination of the War in August of this year presented many
problems to the classes of companies subject to this portion of the Report. In the

casualty business, the adequacy of rate levels for automobile insurance are open to

serious challenge, mainly because, in the case of automobile rate regulation, the in-

flexibihty of the law in peacetime does not permit prompt revision of rates to meet
the sudden relaxation of wartime control. It is difficult, if not impossible, to forecast

the effect on workmen's compensation rates of conditions which are bound to follow

the cessation of war and the curtailment of wartime production. Cancellation of

orders involving the production of the tools of war will undoubtedly be followed by
the manufacture of peacetime consumer goods, which have been out of production

to a large extent during the wartime period. Among the products our returning

servicemen will require are civilian clothing, household necessities, expansion of

housing facilities, automobiles, and many other products too numerous to mention.

The ehmination of wage control will also have an effect upon the compensation rates

and premium volume. Factory shut-downs to permit reconversion of plants and
re-tooHng attuned to peacetime production will require the careful consideration of

those charged with the making of rates. The absorption of employees who have been

engaged in the Armed Forces of the Nation is another problem to be approached in

an orderly manner. As stated earlier in this Report, those who have served our

country during the War, have been assured that their positions in the State service

will be available to them upon separation from the Armed Forces. This pledge will

be kept, but it does present problems attendant to the reallocation and release of

military substitutes and temporary employees who have labored in the interest of

the Commonwealth during the wartime period.

There will be a resumption of the services provided the people of the Common-
wealth through legislative action as our staff is restored to peacetime levels. Again,

it is my privilege to report that a very satisfactory job has been done by the staff

of the Insurance Department during the wartime period. Their sacrifices and con-

tributions are worthy of the highest commendation.

Respectfully submitted,

Charles F. J. Harrington,

Commissioner of Insurance
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APPENDIX A

REPORT OF THE LIFE COMMITTEE TO THE NATIONAL
ASSOCIATION OF INSURANCE COMMISSIONERS
GRAND RAPIDS, MICHIGAN— DECEMBER 5, 1945

At a meeting of this Committee held December 5, 1945, subjects were discussed

as surmnarized under the following headings:

Group Life Definitions and Standard Provisions:

In considering this subject the following brief background may be helpfvil: Group
Life insurance had its beginning in this country about 1910. By 1912 the subject

was of sufficient importance for Honorable Burton Mansfield, Insurance Commis-
sioner of Connecticut, to deliver an address before this Association on "Life Insur-

ance in Groups." As to the demand then for Group hfe insurance he said "Faint
rumbUngs of five years ago have become persistent and within the last twelve months
have assumed large proportions. Requests are not made to one Company or in one
locality, in particular, but many Companies in several locafities are receiving them
in earnest." The following year — 1913 — the laws of several states were changed
specifically to permit the writing of group hfe insurance.

At the August, 1917 meeting of this Association a special Committee was ap-

pointed to study group life insurance and to make recommendations to the Associa-

tion. By then the volume had increased to approximately 250 milfions and the

problems in connection with this new type of coverage had become somewhat
crystaUized.

This committee, assisted by representatives of the industry, made a thorough
study of group life insurance and reported to the Association on December 6, 1917.

This report, which was approved, embodied a Definition and Standard Provisions

for group fife insurance policies mth the recommendation that they be adopted in

the various states by statutory enactment or by departmental regulations. Subse-
quently this Definition and these Standard Provisions were adopted by statute in

about one-third of the states and by departmental regulation in other states; and
they were generally followed in all of these states by the group-writing companies.

Since 1917 group life insurance has made great strides and any doubts as to its

pubfic acceptance have long since vanished. The volume in force has increased

from the 250 milfions at the middle of 1917 to perhaps 25 bilfions at this time. To-
day the large concern which has not provided group life insurance protection for its

employees is indeed the exception.

The Definition and the Standard Provisions for group fife insurance which this

Association adopted in 1917 form the basis for the business as now conducted. It

still is the cornerstone of the business. The fundamentals embodied in the Defini-

tion and the Standard Provisions have not changed materially through the years

though there have been some extensions of the principle of group fife insurance. The
states which originally adopted the Association's Definition and Standard Provi-

sions have changed their laws from time to time to make group life insurance avail-

able to other groups.

The Association's Definition and Standard Provisions for group fife insurance

have remained unchanged through the years while these extensions were being made
by the various states in their laws. At last December's meeting of this Association,

the interested parties agreed that the time had come for the Association to consider

a new Definition and new Standard Provisions for group life insurance. A subcom-
mittee of the Life Committee was accordingly appointed at that meeting to study
the subject; and during the year much progress has been made. At the June, 1945
meeting this subcommittee made its report of progress and was continued.

Since last June, further progress has been made in connection with this difficult

task. Naturally, there are many points about which there is reasonable difference

of opinion and these points should be discussed freely and frankly and ironed out
before concrete recommendations are submitted to the Association for adoption.

Fortunately, with one or two exceptions, the points as to which full agreement have
not been reached are relatively minor ; and it now appears that this Committee will

be able to recommend to the Association for adoption at its June, 1946 meeting a
new Definition and new Standard Provisions for group life insurance.
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Our Committee might have rendered a final report during the current meeting

but the importance of the subject of group life insurance demands that we do not

act hastily. This subject affects so many people that we want to be positive that our

final recommendations are sound and reasonably complete. We must be sure that

all who have any proper interest in the subject have a hearing. On the one hand, we
have the problem of drafting the Definition and Standard Provisions so that group

fife insurance will continue to be conducted on a sound basis and neither the insur-

ing public nor the companies will suffer ; and on the other hand, we have no desire to

impose needless restrictions which might retard that progress which comes with

experimentation. We certainly do not want to put group life insurance in a strait-

jacket as this will destroy one great advantage of State Supervision and will not

serve the public interest.

As above indicated, the labors of the last year have resulted in tentative agree-

ment by the group writing companies on the principal points, several of which are

outlined below:

(1) That the minimum number of lives for a group be reduced from 50 to 25.

Seven of the 17 states which have legislation on this subject now permit this

25 life minimum.

(2) Group life insurance issued to a creditor to cover the lives of debtors has

proved to be a sound and desirable type of coverage and is now specifically

permitted in nearly all of the states which have group fife legislation.

(3) Members of labor unions and perhaps of some other types of associations may
be insured on a sound basis provided certain fundamental underwriting

principles are adhered to.

(4) In the past, group fife insurance has been written largely on a one-year re-

newable term plan; but Permanent Plan Group Life insurance is fundament-

ally sound and should be made available to those desiring this type of cover-

age.

(5) Certain other minor clarifications and extensions in the definition should be

made.

(6) Certain of the standard provisions should be revised in the light of exper-

ience:

(a) The conversion clause should provide that the individual is covered while

the conversion privilege is available to him. The conversion clause

should be revised so as to fit Permanent Plan Group Life insurance. The
conversion clause should perhaps be revised to afford a hmited conversion

privilege on termination of the policy as a whole in addition to the full

conversion privilege on termination of employment.

(b) The grace provision, originally modeled after the grace provision of an
individual pohcy, has been the subject of considerable litigation and
should be revised to take into account the special character of group life

insurance.

(c) The incontestable clause should likewise be revised so as to fit group life

insurance and to provide for incontestibility of the individual's insurance

after two years.

(d) Many other and relatively minor changes in the interests of clarification

should be made in the standard provisions.

Admittedly, much remains to be done, largelj^ in the drafting field, but that which

still remains may be characterized as the ironing out of major details.

As heretofore indicated, the cornerstone of group life insurance is the Definition

and Standard Provisions which this Association adopted in 1917. Most of the group

Hfe insurance now in force is written in strict accord with this definition and these

standard provisions. The fundamental principles of group life underwriting as

summarized by an industry group follow

:

(1) The group must be a single cohesive whole, membership in which is based on
some strong motive other than that of obtaining insurance, and such that the

provision of insurance on a group basis is a natural outgrowth of the relation-

ship of the members of the group to each other.
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(2) There must be a steady stream of new entrants to the group, to offset the in-

creasing age of those remaining and thus keep the average cost of the insur-

ance within reasonable Umits.

(3) There must be a single administrative organization to act on behalf of the in-

sured group without having to deal separately with a nimiber of smaller units,

thus losing the economies and underwriting safeguards of regular group life

insurance.

(4) There must be some mechanism for securing and maintaining the enrollment

in the insurance plan of at least 75% of those ehgible, so as to avoid undue
adverse selection.

(5) There must be a reasonably simple method by which the policyholder can
collect from the insured members of the group their contributions to the cost.

(6) If at all possible, there should be some party other than the insured member
to pay a portion of the premium, thus reducing the cost to the insured member
and making the insurance more attractive to him, thereby assuring con-

tinued participation in the plan. This is particularly true because the prem-
ium for group life term insurance increased with advancing age, and in order

to secure and maintain a high percentage of enrollment, the cost to the

younger members of the group should be no more than the cost of similar

insurance on an individual basis.

A meeting of the sub-committee on Group Life Insurance was held December 5,

1945. In the absence of the Chairman of the Subcommittee, Commissioner Fischer,

Director Parkinson, Vice Chairman, presided. A report of the Sub-committee is

appended. Definite proposals were presented by the Life Insurance Association of

America relating to suggested amendments in the state laws concerning Group Life

Insurance, with a view toward hberalization of a definition of Group Life Insurance
and of the standard provisions relating thereto. It is recommended that the Sub-
committee be continued for this study. These proposals were endorsed in substance

by the American Life Convention subject, however, to further study.

The Life Committee and Sub-committee proposes to continue its study of this

broad question with particular reference to the material submitted and the sugges-

tions made including the holding of public hearings with a view to rendering a report

thereon at the June meeting of the Association.

Non-forfeiture Legislation

The progress of the standard non-forfeiture legislation was discussed by repre-

sentatives of the American Life Convention and Life Insurance Association of

America and the suggestion made that a Sub-committee of the Life Insurance Com-
mittee consisting largely of department actuaries be appointed to advise the Asso-

ciation on the interpretation of the standard non-forfeiture and valuation laws and
to consider the technical problems arising from time to time in connection therewith.

It was the sense of the Life Committee that such a Sub-committee should be ap-

pointed and it is so recommended.
Investment Laws
The Committee also discussed with Industry Representatives the subject of the

broadening of State Investment Laws with particular reference to investment in

real estate.

War Clauses and S.E.U.A. Decision

The Committees in formal agenda also included any remaining problems concern-

ing the war clauses in life insurance policies and any special problems peculiar to

life insurance arising out of the S.E.U.A. decision, but no discussion of these matters

developed.
Respectfully submitted

:

W. Ellery Allyn,
Chairman

Wade 0. Martin, Jr.,

Vice-Chairman
Robert E. Dineen
George B. Butler
Luke J. Kavanaugh
Rodney Barrus
Albert Fite Jordan
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APPENDIX B

REPORT OF

(name of institution) (address)

(name of officer returning report) (office) (date)

1. During the last six months, has your institution had on its staff

any person or persons who sohcited mortgage loans on real estate?

(yes or no)

2. If so, please state:

—

(a) The number of such persons .....
(b) What bonuses or commissions are given for mortgages secured

(c) What proportion of the days of such persons are usually spent

outside your institution ......
(d) What methods are used by such person or persons to secure

mortgages ........
(e) Any other information you may care to submit relative to this

inquiry

3. During the last six months, has your institution been represented

by, or accepted the services of, any person or persons, not regular

employees, who have solicited mortgage loans for your institution

for compensation? .......
(yes or no)

4. If so, please state:

—

(a) The estimated number of such persons

(b) The estimated proportion of such persons who are real estate

brokers ........
(c) The maximum, minimum and average compensation paid by

you .
• •

(d) Whether any such persons sohcit mortgages by door-to-door

methods or by other random methods, if you know .

(explain fully if your answer is "yes")

(e) The total number of mortgages secured by the person who
brought in the greatest number of mortgages during said period

5. State the total amount and number of all mortgage loans secured

by your bank during the last six months exclusive of the rewriting

of any loans already held by your institution ....
6 State the total amount and number of all mortgage loans secured

during the last six months :

—

(a) By persons on your staff whose duties included the soUcitation

of mortgages

(b) By persons not regular employees who were compensated for

mortgages secured ........
7 State if possible, the total amount of all mortgage loans that your

institution lost to other institutions — that you know about—
exclusive of loans paid off on the sale of real estate
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8. During the last six months, has your institution paid any person or

persons other than lenders compensation to prevent the loss of

mortgages to other institutions .....
9. If so, please state :

—

(a) To how many persons ......
(b) The maximum, minimum and average compensation .

(c) The total amount of all mortgages on which you have so paid _
compensation . . . . . . . ^

(d) Any other circumstances of such transactions . . .

10. Please describe fuUy any abuses that you think exist respecting the

sohcitation of mortgages .......

1 1

.

Do you favor legislation to control any abuses that may exist in the
solicitation of mortgages ......

(yes or no)

12. If so, please set forth your recommendations . . .

13. Are you in favor of the following recommendations?
(ai) A central mortgage appraisal bureau

(b) A research and anal3'^sis division in the State's Department of

Banks ..........
APPENDIX C

HOUSE, NO. 472

The Commonwealth of Massachusetts

REPORT OF THE JOINT STANDING COMMITTEE ON DEPARTMENTAL
RULES AND REGULATIONS

January 1, 1945.
To the Honorable Senate and House of Representatives.

This Joint Standing Committee was created under an Order of the General Court,
passed by the House and Senate, June 10, 1943.

Order Creating Committee.
Ordered, That a joint standing committee of the General Court, to be called the

Committee on Departmental Rules and Regulations, shall be appointed at the be-
ginning of each political year. Said committee shall consist of one member of each
of the other joint standing committees of the General Court, who shall be so desig-
nated by the President of the Senate and the Speaker of the House of Representa-
tives from their respective branches that the membership of the committee will be
divided on the ratio of three members of the House to one member of the Senate.
Said committee shall examine and study existing rules and regulations of state de-
partments, commissions, boards and officials with a view to recommending to the
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General Court such changes therein or additions thereto as it may deem necessary

or advisable. Said committee shall sit during both the session and the recess of the
General Court and shall make an annual report to the General Court setting forth

the rules and regulations issued by state departments, commissions, boards and
officials and such recommendations relating to said rules and regulations as it may
deem necessary or advisable. Said committee shall be provided with quarters in the

State House and may hold public hearings.

Approved June 10, 1943.

Pursuant to the provisions of the Order, the President of the Senate appointed
to the Committee the following Senators

:

Joseph F. Francis of Fairhaven
Richard S. Bowers of Brookline
William R. Conley of Chelsea
Harold R. Lundgren of Worcester
John D. Mackay of Quincy
William E. Nolen of Holyoke
Leo J. Sullivan of Boston

The Speaker of the House appointed the following Representatives:

Edward C. Ashworth of Monterey
Rodolphe G. Bessette of New Bedford
Clarence B. Brown of Brimfield

Colin J. Cameron of Amesbury
Ernest W. Carman of Springfield

Susan K. Donovan of Boston
Henry A. Elhs of Hyannis
John R. Fausey of Springfield

William D. Fleming of Worcester

George Fuller of Deerfield

Charles F. Holman of Norwood
Harry P. McAllister of Worcester

Arthur W. Milne of Pittsfield

Charles Miller of Boston
Timothy J. Moriarty, 2nd of New Bedford
Clark P. Partridge of Watertown
George E. Rawson of Newton
Gerald F. Scally of Boston
Alyce L. Schlapp of Methuen
Robert L. Taylor of Fall River

Harold Tompkins of Concord

Organization
The Committee organized on January 27, 1944, and elected Senator Joseph

F. Francis, chairman; Representative Charles F. Holman, vice chairman; and Ruth
E. Nelson, secretary.

The Committee held numerous executive hearings in Room 433, State House, at

which members of commissions and heads of state departments, boards and com-

missions were requested to be present and explain various rules and regulations pro-

mulgated by themselves or their predecessors and the sources of law which au-

thorized such rules.

From the results of the hearings and a study of the departmental rules, the Corn-

mittee members reached the conclusions and recommendations as set forth in this

report.

During the sessions the Committee called before it the following state officials

:

Directors of Division of Registration and members of the Boards of Registration

of:

1. Architects.

2. Barbers.

3. Certified Pubfic Accountants.

4. Chiropody (Podiatry).
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5. Dental Examiners.
6. Electricians.

7. Embalming and Funeral Directing.

8. Hairdressers.

9. Medicine.
10. Nursing.

11. Optometry.
12. Pharmacy.
13. Plumbers.
14. Professional Engineers and Land Surveyors.

15. Veterinary Medicine.

Conmiissioners of the Alcoholic Beverages Control Commission.

Chairman and Commissioners of Commission on Administration and Finance.

Director of Division of Standardization and Personnel.

Commissioner of Agriculture, and Directors of Divisions of Department of Agri-

culture :

1. Dairying and Animal Husbandry.
2. Livestock Control.

3. Markets.
4. Milk Control.

5. Plant Pest Control and Fairs.

Commissioner and Directors of Divisions of the Department of PubUc Welfare:

1. Division of Juvenile Training.

2. Child Guardiansliip.

3. Aid and Relief.

Members of the Welfare Compensation Board of the Department of PubUc Welfare.

Commissioner and heads of institutions of the Department of Correction:

1. Institutions:

(a) State Prison at Charlestown.

(b) Massachusetts Reformatory at Concord.

(c) Reformatory for Women at Framingham.
(d) State Farm at Bridgewater.

(e) Norfolk Colony at Norfolk.

Duties of the Committee

The scope of the Order calls for an examination and study of the rules and regula-

tions of all the branches of state government. This could not be entirely accom-

phshed during the tenures of the present Committee, which ended on January 1,

1945. In the comparatively short period between January 27, 1944, and January 1,

1945, the Committee was able to consider the rules and regulations of the following

departments and commissions

:

1. Department of Civil Service and Registration.

2. Department of Agriculture.

3. Department of Public Welfare.

4. Department of Correction.

5. Commission on Administration and Finance.

6. Alcohohc Beverages Control Commission.

From the information received by the Committee during its deliberations, the

Committee believes that the boards, commissions, departments and divisions, gen-

erally, have rules and regulations which are substantially satisfactory.

Your Committee has not appended hereto copies of such rules and regulations as

have been submitted to it by the various divisions, departments, boards and com-

missions during its deliberations, because of the shortage of paper and the great

expense entailed in copying and printing these rules and regulations. We have

deemed it wise not to include them in this report or have them printed at this time,

in view of the recommendation of the Committee that they shall be filed with the

Secretary of State.
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Many of these rules and regulations directly affect the general public. The public

should have full and complete information concerning them. Other rules regulate

particular business and professions, and must be explained to many such persons.

All of these rules and regulations should be filed in the office of the Secretary of

State as required by law.

All rules and regulations shall be imparted in a reasonable and sympathetic man-
ner. Officials having authority to enforce rules and policies should not be unsympa-
thetic, arbitrary and unreasonable. The Committee respectfully recommends that

all persons charged with the enforcement of rules and regulations of state depart-

ments should be held strictly accountable by the General Court for the proper con-

duct of the official duties of their subordinates.

In view of the fact that the general public is not entirely familiar with the work,

problems and rules of the various boards, commissions and divisions of the state

departments, your Committee recommends that these officials be charged with the

duty of instructing their employees and inspectors so that they may courteously

and reasonably impart all necessary information to the pubhc in the course of the

enforcement of the rules and regulations.

This Standing Committee can accompUsh much good. It can and should prevent

the adoption and enforcement of any arbitrary and unreasonable departmental

rules. If occasions arise when the advisability of any rule is questioned, the Com-
mittee can and should hear the question fully and report its recommendations to the

General Court for appropriate action.

The Committee can and should be a clearing house for the general public and
members of the Legislature for such complaints, and thus provide a prompt solution

to controversies created by differences of opinion regarding the adequacy of any
disputed departmental rule or regulation.

The Committee further recommends that all new rules and regulations adopted

by any department, commission, board or official be presented to the Joint Standing

Committee on Rules and Regulations of State Departments before becoming ef-

fective.

List of Departments, Divisions and Commissions

I. Department of Civil Service and Registration

:

Board of Registration of:

—

1. Architects (no printed rules).

2. Barbers.

3. Certified Public Accountants.
4. Chiropody (Podiatry).

5. Dental Examiners.
6. Electricians.

7. Embalming and Funeral Directing.

8. Hairdressers.

9. Medicine.
10. Nursing.
11. Optometry.
12. Pharmacy.
13. Plumbers.
14. Professional Engineers and Land Surveyors (no printed rules).

15. Veterinary Medicine.

II. Department of Agriculture:

Division of:

—

1. Dairying and Animal Husbandry,
2. Livestock Control.

3. Markets.
4. Milk Control.

5. Plant Pest Control and Fairs.

III. Commissions:
1. Alcoholic Beverages Control Commission.
2. Commission on Administration and Finance

:

(a) Division of Personnel and Standardization.
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IV. Department of Public Welfare:

Division of :

—

1

.

Juvenile Training (no printed rules)

.

2. Child Guardianship (no printed rules).

3. Aid and Relief.

Welfare Compensation Board.

V. Department of Correction (no printed rules)

:

1. Institutions:

Ixxvii

(a)

(b)

ic)

(d)

(e)

State Prison at Charlestown.
Massachusetts Reformatory at Concord.
Reformatory for Women at Framingham,
State Farm at Bridgewater.
Norfolk Colony at Norfolk.

Respectfully submitted,

Joseph F. Francis,
Chairman.

Charles F, Holman,

Vice Chairman.

Harold R. Lundgren,
Richard S. Bowers,
Leo. J. Sullivan
John D. Mackay,
WiLLLAM R. CONLEY,
William E. Nolen,
Colin J. Cameron,
George E. Rawson,
William D. Fleming,
Timothy J. Moriarty, 2nd,
Henry A. Ellis,

John R. Fausey,

Ernest W. Carman,
Clarence B. Brown,
Edward C. Ashworth,
George Fuller,
Alyce L. Schlapp,
Harold Tompkins,
Gerald F. Scally,
Robert L. Taylor,
RoDOLPHE G. Bessette,
Harry P. McAllister,
Charles Miller,

Members,

APPENDIX D

HOUSE, NO. 113

The Commonwealth of Massachusetts

PRELIMINARY REPORT OF THE JOINT STANDING COMMITTEE ON
DEPARTMENTAL RULES AND REGULATIONS SITTING IN RECESS.

December 5, 1945.

To the Honorable Senate and House of Representatives.

The Joint Standing Committee on Departmental Rules and Regulations, sitting

in recess, submits the following report.

The Order under which this Committee is authorized to sit during the recess

follows

:

Ordered, That the joint committee on Departmental Rules and Regulations is

hereby authorized to sit during the recess of the General Coiirt for the purpose of

examining and studying rules and regulations of state departments, commissions,

boards and officials with a view to recommending to the General Court such changes

therein or additions thereto as it may deem necessary or advisable. Said committee
may require said departments, commissions, boards and officials to submit to it pro-

posed new rules or regulations or proposed changes or alterations in existing rules

and regulations for the purpose of enabling said committee to examine and study

the same and to make such recommendations or suggestions with respect thereto to

the department, commission, board, or official submitting them to the committee

as the committee may deem advisable. Said committee may expend for clerical and
other assistance and for expenses such sums as may be appropriated therefor by the

General Court. Said Committee shall make a report to the General Court of its

work hereunder including its recommendations and drafts of legislation necessary
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for carrying such recommendations into effect and shall file the same with the Clerk

of the House of Representatives on or before the first Wednesday of December in

the current year.

Organization.

Pursuant to the foregoing Order the Committee met on August 22, 1945, organized

and elected a clerk. Thereafter meetings were held from time to time, at which
meetings complaints were received, investigated and considered relating to the ap-

plication of rules and regulations in some of the state departments and divisions.

This Committee has explored carefully various proposals designed to create an
agency of the General Court which could approve or veto departmental rules and
regulations. The Legislature can delegate its powers and has done so in the past. It

has given the departments in some instances the right to make rules and regulations,

and has given them the right to ask for and receive from the Attorney General inter-

pretations of the laws passed by the Legislature.

Your Committee feels these delegated privileges have been exercised unwisely,

and, in some cases, even abused, and it therefore recommends that this practice be

discontinued.

The Legislature must continue to be the sole law-making body.

This Committee wishes to co-operate with those officials of the government of the

Commonwealth who make rules and regulations or directives that may be properly

regarded as such, and to give them such advice and assistance as may aid in main-

taining our government as one of laws rather than one of men.

This Committee also wishes to co-operate with the members of the General Court

in bringing such matters as the members deem important to the attention of the

General Court for legislative action. The Committee will give prompt attention to

complaints by the members of the General Court based upon their disagreement with

department heads as to the proper interpretation of acts passed by the Legislature.

Guided by these behefs this Committee proceeded to investigate complaints that

were lodged with them by members of the General Court, and invited department

heads to confer with the Committee to see if it were possible to remove the causes

of the complaints.

The following departments have sent representatives of theii' various divisions to

meetings held by the Committee from time to time : Departments of Public Welfare,

Insurance, Education, Agriculture and Conservation.

Boards of Hairdressers and Barbers.

On October 10 the Board of Hairdressers was heard on the question of separate

entrances to hairdressing parlors where they were run ui conjunction with barber

shops. The Board agreed that wherever it was not reasonably practicable to provide

separate entrances they would waive that requirement as to combination shops.

They also agreed, for the greater convenience of applicants, to hold examinations in

additional places. Heretofore they have been confined to Boston, the western part

of the State and Bristol County.
The Committee recommends that the Board provide more of the necessary para-

phernalia for examination so that it will not be necessary for persons seeking to take

the examination to transport necessary material to the place of examination.

A lengthy discussion was had on the rules of the Board of Registration of Barbers.

The chairman of the barbers' Board and the chairman of the Committee discussed

the rules, particularly with reference to Rule 25 and Rule 27, with a view to working

out some plan whereby these rules would cease to work a hardship on the members
of the barbering Board.

Department of Public Welfare.

On October 24 a meeting was held with the Commissioner of Pubhc Welfare and
the various heads of the divisions of the Department.

The Committee found that while there was only a small number of rules in effect,

there were many policies estabhshed by the Department, and it operated mostly

under such pohcies. In deference to the wishes of the Committee the Commissioner

of Public Welfare said he would henceforth submit intended changes before putting

them into effect.
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It was disclosed that it is to the Advisory Board of Pubhc Welfare and not to the

Attorney General, as in the case of many other departments, that rules are submit-

ted for approval.

Department of Conservation.

At the November 7 meeting the Committee had before it the heads of the various

divisions, of the Department of Conservation.

A specific complaint in regard to sporting hcenses granted to veterans for hunting

and fishing purposes was discussed with the Director of the Division of Fisheries and
Game. This Division was operating under an opinion from the Attorney General,

that the law finally passed in chapter 388 of the Acts of 1943 did not express the real

intent of the members of the Legislature. Everybody felt that this act was passed

with the intent to grant any serviceman these rights without payment of the regular

fee, and the Ucense should expire the same as all regular hcenses granted. The De-
partment of Conservation agreed that they would instruct their inspectors to take

no action should any serviceman use such a hcense after being discharged from the

service.

The Committee feels that this act should be amended immediately, and we are

fifing a bill which will, if passed, clarify the law.

A member of the Attorney General's staff was called in and the opinion he ren-

dered the Commissioner of Conservation was discussed, and he submitted a copy of

that opinion to the Committee in writing.

Department of Insurance.

On November 28 the Committee met and had before it the various officials of the

Department of Insurance. The Commissioner was unable to be present due to a
previous commitment. The First Deputy and Counsel represented him and were

questioned at great length on a complaint to the Committee about the right of the

Insurance Department to compel persons seeking insurance to answer a question-

naire as to the operation and the estimated mileage that they expected during the

year 1946.

The Committee was assured that this information was to be used solely for in-

formatory purposes in the future in connection with making a change in the method
of promulgating the compulsory automobile insurance rates.

It was agreed that the Department had no authority to penalize a person for fail-

ure to comply with this request for information. However, we find that the Depart-
ment of Insurance issued an Order under date of September 21, 1945, directing in-

surance companies writing compulsory automobile insurance to procure from the

applicant information over the personal signature of the applicant requesting this

information, and have instructed all persons authorized to act for insurance com-
panies to procure this information before the signing of the certificate of insurance

forming a part of the motor vehicle registration application. We are also informed

that the said insurance repriesentatives have in some cases whete this information

was not given by the applicant returned to the applicant the application for in-

surance and demanded the information before approving the apphcation for in-

surance.

Chapter 175 of the General Laws, section 113B, provides, among other things,

that the Commissioner of Insurance shall have the authority to compile any statis-

tics and get information which would reasonably help Mm in setting rates.

Conclusions.

Your Committee respectfully urges that legislators choose with exceeding care the

phraseology of their acts in order that the legislative intent be clear and unmistak-

able, to the end that there can be no justification or excuse for misconstruction of the

same on the part of those who are entrusted with administrative powers.

We desire to assure the Legislature and the heads of the departments that we are

eager to co-operate with them and are willing to investigate any questions concern-

ing the application of the statutes, and investigate any complaints of the improper
apphcation of the rules and regulations of state departments.

Due to the short time the Committee has been functioning it has been impossible

to have given due consideration to every rule and regulation of every department
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board and commission of the Commonwealth, and in order to discharge fully the

duty set forth in the Order we recommend that this Committee be allowed to con-

tinue its study until May 1, 1946.

In accordance with this recommendation we hereto append an Order for that

purpose

:

Ordered, That the time be extended to May 1, 1946, within which the General

Court will receive the report of the Committee on Departmental Rules and Regula-

tions, created under House Order, No. 2058 of the year 1945, being an order authoriz-

ing the Committee to sit during the recess and study the rules and regulations of the

various state departments and to recommend such changes and suggestions as the

committee may deem advisable.

Respectfully submitted,

Donald W. Nicholson,
Chairman.

Charles F. Holman,
Vice Chairman.

John D. Mackay.
CoHNELius F. Haley.
Walter A. Cuffe.
Edward A. Hutchinson, Jr.

Norman S. Baxter.
Fred Lamson.
Fred C. Harrington.
George Greene.
Clark B. Partridge.

SUPPLEMENTAL STATEMENT BY REPRESENTATIVE PARTRIDGE
The findings of the committee in the main meet with my approval, and I have been

pleased to subscribe in principle to the contents of the report by affixing my signa-

ture. However, I am not in agreement with the report wherein it refers to the De-
partment of Insurance, concerning the handling of a certain form of questionnaire

that was mailed to applicants for a renewal of their insurance for the year 1946 in

which the Commissioner requested the estimated number of miles driven by the car

owner.
It is my further opinion that the Commissioner of Insurance was acting well with-

in the meaning of the law as defined under chapter 175 of the General Laws, section

113B, and I commend him for the faithful performance of his arduous duties con-

nected with the Department.
Clark B. Partridge.

December 5, 1945.

PROPOSED LEGISLATION.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Six.

An Act relative to the issuance to persons in the military or naval
service of the united states of special certificates entitling them to

hunt and fish in this commonwealth.

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

pose, which is to extend certain privileges granted to persons in the mifitary or naval

service of the United States during the present war certain privileges with respect to

hunting and fishing in this commonwealth, therefore it is hereby declared to be an

emergency law necessary for the immediate preservation of the public convenience.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section 1. A person in the military or naval service of the United States rnay be

granted a special certificate entitUng him to hunt any bird or mammal within the

commonwealth, or to fish in any of the inland waters of the commonwealth, which
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certificate the director of the division of fisheries and game of the department of con-

servation and the clerk of any city or town are hereby authorized to issue, and the

holder of such certificate shall have the same rights and privileges and be subject to

the same duties as if he held a sporting license. Such certificate shall be in the form

prescribed upon a blank furnished by said division of fisheries and game, and shall

continue in force until December thirty-first in the year when granted notwith-

standing that the holder of such special certificate terminates his military or naval

service prior to said date. In case of residents of the commonwealth no fee shall be

charged for such certificate, and in case of non-residents a fee of two dollars shall

be charged therefor.

Section 2. This act shall be in effect only during the continuance of the existing

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

APPENDIX E
July 16, 1945

The joint committee on Departmental Rules and Regulations, the most recently

created joint committee, wishes to bring to the attention of departments, commis-

sions, boards and officials, of the Commonwealth, and to the members of the two
branches of the General Court House order No. 2058 which reads in part as follows:

"ORDERED, That the joint committee on Departmental Rules and Regula-

tions is hereby authorized to sit during the recess of the General Court for the

purpose of examining and studying rules and regulations of state departments,

commissions, boards and officials with a view to recommending to the General

Court such changes therein or additions thereto as it may deem necessary or

advisable. Said committee may require said departments, commissions, boards

and officials to submit to it proposed new rules or regulations or proposed

changes or alterations in existing rules and regulations for the purpose of enabl-

ing said committee to examine and study the same and to m.ake such recom-

mendations or suggestions with respect thereto to the department, commission,

board or official submitting them to the committee as the committee may deem
advisable."

Before the enactment of House order No. 2058, this Committee has explored

carefully various proposals that would create an agency of the General Court that

would approve or veto departmental rules and regulations. Such an agency the

committee found to be ill advised and unconstitutional.

The above order referred to goes as far as the legislative branch can go.

A committee of the legislature cannot perform executive functions. It can only

recommend legislative action.

This committee wishes to cooperate with those officials of the government of the

Commonwealth who make rules and regulations or directives that may be regarded

as such and to give them such advice and assistance as will help to make our govern-

ment in the Commonwealth one of laws rather than one of men.

This committee also wishes to cooperate with the members of the General Court
in bringing such matters as the members deem important to the attention of the

General Court for legislative action. The Committee will give immediate attention

to any complaint by members of the General Court as to their disagreement with

Department Heads on the interpretation of Acts passed bj^ the Legislature.

(Signed) Donald W. Nicholson,
Senate Chairman

(Signed) Charles F. Holman,
House Chairman
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APPENDIX F

HOUSE, NO. 1695

The Commonwealth of Massachusetts

REPORT OF THE SPECIAL COMMISSION ON
FRATERNAL BENEFIT SOCIETIES.

[Insurance.]

December, 1944.

To the General Court of Massachusetts.

We have the honor to transmit the following report relative to Fraternal Benefit

Societies in accordance with the provisions of the Resolves of 1943, chapter 44,

which reads as follows :

—

Resolve providing for a Study by a Special Commission relative to the

Laws op 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 or-

ganizations under existing laws for many years ; and

Whereas, It has proved impossible to solve the problems relating to such societies

in the hmited time available because of their compUcated 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 legisla-

tion ;
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 in-

surance 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, 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 aggrega,te, two thous-

and dollars, as may hereafter be appropriated therefor. Said commission shall re-

port 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 fiUng 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.

As stated in the resolve the Commission was established "for the purpose of mak-

ing 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 pubhc."

In making its study the Commission was directed to "consider the subject matter

of current house documents numbered sixty-six, sixty-eight, two hundred and

twenty, two hundred and twenty-one, eight hundred and eight, eight hundred and

sixteen, and eight hundred and seventeen," which are hereto appended.

The Commission consisted of Senator Richard I. Furbush of Waltham, Repre-

sentatives Norman F. Wellen of Marlborough, William R. Barry of Springfield,

Charles J. Skladzien of Webster, Commissioner of Insurance Honorable Charles F.

J. Harrington, and Messrs. John S. Whittemore of Newton and J. Henry Goguen of

Leominster.
The Commission organized on February 14, 1944, with Senator Richard I. lur-

bush as chairman, Representative Norman F. Wellen as vice chairman and Joseph

Saklad, Esquire, as secretary.

The secretary communicated with newspapers, including all foreign language

newspapers in Massachusetts, magazines, fraternal benefit societies doing business
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in Massachusetts, the National Fraternal Congress of America, the New England
Fraternal Congress, and all other persons and organizations that expressed interest

in matters pertaining to Fraternal Benefit Societies, informing them as to the or-

ganization and study of the Commission and inviting them to make suggestions and
recomnifendations either at public hearings held by the Commission or by presen-

tation of written memoranda or briefs.

Many pubhc hearings were held at the State House in Boston and at City Hall

in Springfield, and numerous meetings in executive session were held at the State

House.
The public hearings were unusually well attended and many individuals and or-

ganizations presented viewpoints which were helpful to the Commission, and many
briefs were submitted.

Inasmuch as the Commission was estabUshed for the purpose of studying all laws

relating to fraternal benefit societies, the scope of its activities was not Umited
merely to consideration of the subjects discussed at the hearings.

I.

Mortuary and Disability Funds.

Consideration of House Bills Nos. 808 and 817.

There was much discussion at the pubhc hearings concerning the advisability of

changing section 14 of chapter 176 of the General Laws, which concerns the mortuary
fund, and which is as follows

:

Proportion of Payments which may be Used for Expenses.

Every provision of the by-laws of the society for payment by members of such
society, in whatever form made, shall distinctly state the purposes of the same and
the proportion thereof which may be used for expenses, and no part of the money
collected for mortuary or disability purposes or the net accretions of either or any
of said funds shall be used for expenses.

In the recent decision in the case of Attorney-General v. New England Order of

Protection, reported in 312 Massachusetts Reports, page 106, the Supreme Judicial

Court of Massachusetts interpreted this section to require the maintenance of the

mortuary and disability funds only for the purpose of payment of death or disabiUty

benefits, and enjoined the payment of expenses from this fund. As a result of this

decision House Bills Nos. 808 and 817 were introduced in an effort to permit by legis-

lation that which was unauthorized by statute and forbidden by the court.

The Commission has deliberated at great length on section 14. Many factors

entered into our consideration and due weight was given the briefs submitted as

well as the oral arguments presented at the hearings. It is our considered and unani-

mous opinion that there is no reason to change section 14. The law now presents an
adequate safeguard against the use of mortuary and disability funds for any purpose
other than the payment of death and disability benefits. It is conceded that this law
is rigid, but that veiy contention is the best argument in favor of keeping it so.

The sacred duty of preserviug funds entrusted to the care of a society so that they
might be had in the tragic event of death or disability is so important that we must
be very careful not to admit of the possibihty that any contemplated flexibility of

the law might be born of optimism rather than sound logic. Therefore we feel that

the only standard must be what is to the best interests of the members. We are con-

strained to observe that those in favor of any changes in this section were the execu-

tives of fraternal benefit societies, while those who desired no change were the rank
and file of their membership.

In its opinion in the case of Attorney-General v. New England Order of Protec-

tion, 312 Massachusetts Reports, 106 at page 109, the Supreme Judicial Court of

Massachusetts said

:

The primary purpose of the legislation included in chapter 176 is to safeguard

these funds and thus to protect the beneficiaries for whose necessities the members
have sought to provide. The law is little interested in the social and fraternal as-

pects of these societies or in other activities carried on by them.

We members of this Commission are likewise less interested in the activities of

the fraternals than in maintaining sufficient safeguards in order to afford the fullest

measure of protection to those for whom the members seek to provide.
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Fraternal benefit societies by the very nature of their objectives carry on other

activities in addition to their insurance. Nevertheless, they should not be permitted

so to conduct their affairs that the expenses of their other activities might encroach

financially on the mortuary and disability funds.

We fully appreciate that our stand can be construed as overly conservative in that

we do not wish to permit the free use of funds over a stated amount presumed to be
sufficient to pay all mortuary and disability claims. But we are aware also that

these funds are invested in various types of securities. It is a truism that invest-

ments are subject to the vagaries of human judgment. Many bonds were con-

sidered gilt-edge a few short years ago, but are now greatly depreciated in value.

We cannot by mathematical formula determine permanently the true value of a

mortuary or disability fund. It is today very evident that many funds which have
been invested and which are assumed by actuarial tables to yield accretions of

more than 4 per cent, in fact earn much less, so that the stated assets are factually

over-appraised. We are unwilhng to risk an establishment of value that cannot

withstand potential deflation in the event of an economic depression or other ca-

tastrophe.

Many arguments have been advanced in favor of permitting use of the surplus

of the mortuary and disabiUty funds for various expenses. We dismiss these argu-

ments with the observation that the general membership must be fully protected.

The argument that by permitting such use our laws would conform with those of

most other States is of Uttle value. Massachusetts has been outstanding for many
years in its zealous safeguarding of the investments of its residents who have ac-

quired protection under its statutes relating to fraternal benefit societies. We see

no vaUd reason why this State should be removed from the high standard of which

it is rightfully proud in order to be on a lower level with other States which appear

to be less concerned for the protection of their residents.

The argument that the society is unable to maintain certain necessary functions

to protect and preserve the fund, and to retain proper investment counsel because

of the limitation on expenses, is best refuted by section 14 itself, wherein the only

requirement is that the by-laws state the proportion of payment which may be used

for expenses. The officers of the various societies are in no way precluded from

making assessments for expenses commensurate with the needs of the society. The
various societies have alwaj^s been authorized by our laws and the constitution and
by-laws of the societies to call extra assessments for expenses at any time. The fact

is, with direct assessments for expenses there is less opportunity for deception ol the

membership than if expenses were allowed to be extracted from the accretions to the

mortuary or disability funds.

In conclusion, we are of the unanimous opinion that our present laws are adequate

with regard to the mortuary and disabilitj^ funds.

II.

Mortuary Waivers and Expense Assessments.

Consideration of House Bills Nos. 66 and 816.

By direction of the resolve this commission considered the subject matter of

House Bills Nos. 66 and 816. These documents concern themselves with section 17

of chapter 176, which is as follows

:

Waiving op Mortuary Contributions from Members.

Distribution of Surplus. — Whenever it appears by a valuation certified to by a

competent actuary that the actual assets of a society exceed its liabifities, including

in liabilities the tabular reserves computed on the basis specified in the preceding

section, by an amount equal to five per cent of said reserves, increased by an amount
equal to all its other mortuary fiabilities, it may, by vote of its officers having the

powers of directors, and for such period as its assets are maintained as aforesaid,

waive the further collection of the regular mortuary contributions from its members.

A society maintaining a surplus of assets in excess of such amount as enables it to

waive contributions as aforesaid may pay back to its several members an equitable

portion of such surplus in such manner as may be determined by vote of said officers.

This section was made part of our laws relating to fraternal benefit societies in

order that the individual members might profit from the good fortune of the society
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in increasing its assets to a point of solvency beyond which it would be unnecessary

to climb to effect the financial purposes of the funds concerned on sound economic
principles of safety.

The philosophy of fraternals is that each individual member shares in the good
fortune of the Order just as he might be called upon to assist in alleviating distress

among his brethren. If he is asked to meet assessments that are called when neces-

sary, then certainly he should expect to receive the return of a portion of these as-

sessments that were not required because more funds than sufficient to meet the

needs of the society had been received.

Before section 17 was made a part of the laws relating to fraternal benefit socie-

ties, there was a provision limiting the funds in the hands of the society to an amount
equal to three assessments. The significance of this limitation is merely historical,

in that it was felt necessary to prevent non-taxed associations from accumulating

too much wealth. When this fear was dissipated and it was deemed advi-able to

allow fraternals to build up their assets, it then became necessary to enact legisla-

tion whereby a portion of the surplus of these assets could be reduced either by not
requiring additional income, or by returning some of the surplus to the members as

dividends.

Section 17 was the embodiment of these evolutions of thought. It was intended

to build up adequate reserves in the various funds of the fraternals, and yet com-
pensate against the possibility of continuous assessments being far too great for the

possible needs of these funds.

The simple system of stopping collection of assessments and of returning surplus

assets to the members whenever it was so voted proved a healthy factor in the eco-

nomic structure of the fraternals. And we are of the opinion that it is an ideal system
in ordinary business circumstances. We are, however, compelled to take into con-

sideration many conditions involving financial practices since the first enactment of

this legislation in 1911. It has become increasingly apparent through the years that

many fraternals have placed greater emphasis on commercial considerations than
on the high benevolent and altruistic principles which impelled their founders to

organize the societies.

This Commission seeks to safeguard the interests of the individual members of
"

the fraternal benefit societies. We desire to eliminate the frequently recurrent prac-

tice of waiving mortuary fund contributions with the motive of obtaining the same
amount of money for expense purposes. We know that no society or no business

enterprise can transact business without the financial means whereby it can fulfill

its ordinary obligations. We agree fully with this principle to the extent that we be-

lieve assessments for expense purposes should be made whenever and in whatever
amounts might be necessary. As long as the individual member is specifically in-

formed that he is being called upon to pay an assessment for the expense fund and
for no other purpose, then we think his further actions are his own. But we do not
believe such information to be sufficiently specific when it is received along with the

notice of waiver of contribution, and results in an ambiguity. This Commission is

of the opinion that the most effective method of excluding the possibility of such
ambiguity is by disassociating any expense assessment from a waiver of mortuary
contribution.

In order to give effect to our opinion we respectfully recommend legislation where-
by on or after January 1, 1948, no special expense assessment shall be called for

three months before and three months after a waiver of contribution. We suggest

deferring the effective date in order to give full opportunity to the various societies

to meet in convention and amend their by-laws accordingly. We have set forth in

Appendix H a draft of legislation necessary to carry our recommendations into

effect.

The appended recommended draft contains three other amendments. One of

these will become necessary if the restrictions on expense assessments are enacted
into law and are merely to resolve any possible inconsistency in section 40. We re-

spectfully recommend that reference be made in section 40 to the restriction pro-

posed in section 17.

A further amendment to section 17 concerns our serious endeavor to preserve the

assets of the mortuary and disability funds beyond peradventure. In our discussion

of House Bills Nos. 808 and 817 we gave expression to our opinion as to the desira-
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bility of maintaining adequate reserves. We reiterate only to emphasize that we
feel the vagaries of human judgment might not always be kept within a 5 per cent

margin of error. We want to make certain that no society will weaken its financial

structure and endanger the solvency of its funds by cutting down its surplus to a
minimum that includes assets which ultimately become depreciated in value.

Section 17 requires a valuation certified to by a competent actuary. But it does

not indicate a standard of competence, nor is the actuary selected by or under the

control of the Commissioner of Insurance. Rather than to deal inconclusively with

human problems, we deem it far more expedient to consider a fixed figure that will

not itself change, even though its value might rise and fall with the times.

We have observed far too many cycles of prosperity and depression since the

enactment of this section in 1911 to feel that a margin of 5 per cent is sufficient to

safeguard the solvency of the mortuary funds. We remember only too well about

ten years ago when bonds, real estate and other securities were worth less than half

their prior values. Surely this should give pause to those who desire to hew close to

the fine. We feel that as a sacred duty to those silent and obscure individuals who
place their trust in the protection of our laws we should increase the minimum of

assets beyond which a society may waive contributions or distribute a surplus from

5 per cent to 10 per cent. We recommend legislation to that, effect as set forth in

Appendix H.
We propose to amend that part of section 17 that refers to valuation by a com-

petent actuary. We have stated that any proposed amendment by which we might

attempt to estabUsh a standard of competence higher than heretofore would, never-

theless, be inconclusive. Although we believe this to be so, we would be remiss if

we did not set forth the result of our study in this particular.

At the present time an actuary is not required to be licensed, or to be a member
of an actuarial society, or to possess proved quaUfications in order to practice this

highly technical and skilled profession. The word "competent" is therefore preca-

tory rather than actual as a standard of ability.

We are aware that mere admission to a professional group or society cannot by
itself confer a degree of competence greater than any individual had before. It is,

however, an indication of such individual's fitness.

It is the duty and responsibility of the Commissioner of Insurance to evaluate the

financial condition of a society from information furnished to him.. Since we expect

unfailing decisions by him, we ought to provide him with the means to secure ac-

curate information.

This Commission, therefore, recommends that before distribution of surplus a

society submit a proper valuation satisfactory to the Commissioner of Insurance and

certified to be a recognized actuary as set forth in Appendix H.

III.

Vouchers for Disbursement.

Consideration of House Bill No. 68

This Commission has given careful consideration to House Bill No. 68. We are in

accord with the purpose of such legislation. It is an advance in that it estabhshes.

proper control of the disbursements of the societies by sound bookkeeping methods.

Any conscientious officer of a society charged with the duty and responsibility of

handling funds not his own should most certainly desire this legislation. Its enact-

ment would relieve him of the burden of accounting for expenditures for which he

had no records.
• i-

The sound business principles sought by this bill have been recognized m this

Commonwealth for over thirty-five years in the case of insurance companies. All

efficiently conducted business enterprises require some such control of disburse-

ments as is here contemplated.

We appreciate that fraternal benefit societies, by the very nature of their pur-

poses, make some occasional disbursements for which they could not or would not

obtain vouchers. The proposed law permits these exceptional circumstances to be

governed by the mere requirement of setting forth the pertinent facts in an affidavit.

In order that the fraternal benefit societies might not find this proposed legislation

burdensome in petty cash expenditures, we recommend that only disbursements of

$15 or more come under the requirements of this legislation.
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We wish to point out that this proposed law accompUshes another step in our pur-

pose to protect the individual members of the fraternal benefit societies in every way
we can within reason.

The Commission earnestly recommends the enactment into law of the proposal

to require vouchers for disbursements. We have set forth in Appendix I a draft of

legislation necessary to carry oiir recommendations into effect.

IV.

Hospitalization and Medical Service Insurance.

Consideration of House Bills Nos. 220 and 221.

It is the opinion of this Commission that fraternal benefit societies should be per-

mitted to provide for insurance and benefits for hospitahzation and medical services,

provided appropriate safeguards under the supervision of the Division of Insurance

are set up and maintained. These types of insurance and benefits have met with

widespread pubhc favor in the past few years, and several of the fraternal benefit

societies wish authorization to provide such insurance and benefits for their mem-
bers.

There are some fraternals which have neither the financial strength nor the faciU-

ties at this time to enlarge their scopes of activity and will therefore decide to post-

pone provision for these added types of insurance and benefits. Their- decisions will

be the results of wisdom and good management. Some fraternals, however, might

desire to enter into these new fields without affording themselves the benefits of

sound advice and mature dehberation. We earnestly desire that no fraternal will

subsequently reaUze that its optimism far exceeded its actual potentiahties._

We deem it important that sufficient supervision and regulation be provided so

that the financial integrity of the fraternals will not be impaired.

We consider it of utmost importance that these categories of insurance and bene-

fits be provided for in a fund distinctly separate and apart from other funds of the

fraternals. No benefits of any kind should be paid until there is in said fund an

amount equal to that received from three months' assessments. This amount should

also be the minimum of surplus, below which additional contributions from mem-
bers shall be requu-ed. There should be reserves for unearned premiums and unpaid

claims which will be included in the liabihties of the fund. No benefits should be

paid on any claim for a period exceeding one year. All rates and benefits should be

submitted to the Commissioner of Insurance and be subject to his approval before

becoming effective.

Inasmuch as certain societies operate outside of many provisions of the laws per-

taining to insurance and benefit funds, it would serve no useful purpose to have this

contemplated legislation affect them. These societies exist under authority of sec-

tion 46 of chapter 176 of the General Laws. No provision should be made to in-

clude them in this legislation.

There are various sections of chapter 176 of the General Laws which will require

revision by amending them to include reference to the new hospitahzation and
medical service funds proposed by this legislation. These amendments will then

make the sections affected applicable to hospitalization and medical service insur-

ance.

The Commission respectfully recommends the enactment of legislation whereby
fraternal benefit societies will be permitted to provide for hospitahzation and medical

service insurance. We have set forth in Appendix J a draft of legislation necessary

to carry our recommendations into effect.

V.

Medical Examination of Children.

The Commission has serious doubt as to the usefulness of the pro\dsion in section

24 concerning medical examination or inspection of children. The practical

interpretation of the words "medical examination or inspection" by the various

societies reveals marked circumvention of the intent of the law in this regard.

While in isolated instances a society might require a child to undergo a thorough

and rigid physical examination, nevertheless, many societies deem it sufficient if the

doctor makes only a cursory inspection of a group of children at one time. In the

latter case concordance with legal requirements serves no useful purpose. The prac-
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tical effect is the compounding of a doctor's charge, however small, and the diversion

of a part of the society's funds which could be used to better advantage by the so-

ciety.

The alternative, ob^dously, is to strengthen the law whereby all societies would be
required to estabUsh high medical standards for childi-en, ascertainable only by
specific and individual medical examinations. This Commission is of the opinion

that such alternative is unnecessary. The mortahty rate of children has so greatly

decreased that it has become a neghgible factor in the percentile charts of risks. It

is only remotely probable that an average well-appearing child will die at an early

age.

This Commission recommends that the provision requiring medical examination
or inspection of children be expunged from the law. We have set forth in Appendix
K a draft of legislation necessary to carry our recommendations into effect.

VI.

Conclusion.,

The members of this Commission have earnestly and conscientiously made an
effort to study the laws of the Commonwealth relative to fraternal benefit societies.

The Commission has achieved splendid administrative results. Its work, however,

has been restricted only by reason of the Hmitations of time and expense. We have
examined into the complex problems of fraternal benefit societies and we have at-

tained the prehminary objectives of exploration. Our further progress will be cer-

tain and efficient, and gives promise of successful fruition if only we are afforded ad-

ditional opportunity for exhaustive study and investigation.

Many national conferences on the full scope of laws relating to fraternal benefit

societies have taken place in recent years in an effort to estabhsh a uniform code of

laws. The National Association of Insurance Commissioners, after many years of

painstaking research, is still working on proposals for a contemplated uniform code;

so also is the National Fraternal Congress.

The Commission has no desire to adorn itself with a cloak of omniscience. We
are humbly aware of the faUibility of mankind. But at the same time, we submit

that our experience and knowledge gained during many months of investigation and

study quahfy us to complement the work of the national organizations mentioned

with valuable and helpful criticism.

The National Fraternal Congress, broadly speaking, represents the executive

viewpoint, while the National Association of Insurance Commissioners represents

the regulatory viewpoint. This Commission was created to represent the best inter-

ests of the pubHc. We desire to be in harmony, and with that as a keynote each

body can contribute suggestions that will then undergo the scrutiny of three dis-

tinctive points of view. The prospective results of such searching inquiry will most

assuredly prove worthy of consideration.

The Commission contemplates that its field of study will go much beyond its

present activity. There is need for a thorough study of the adequacy of mortahty

tables. It is fundamental that no real, progressive, intelligent and effective legisla-

tion can result without a true mortahty table. Further study must be made on the

problems of adequate reserves and actuarial solvency.

Another field that this Commission could not go into because of time and expense

is the question whether provision should be made whereby the Commissioner of

Insurance would be empowered to take over and hquidate insolvent insurance and

benefit departments of fraternals.

There are many ramifications of these problems that cannot possibly be studied

unless sufficient personnel and facilities are placed at the disposal of the Commis-

sion. The expense involved in the employment of actuaries, attorneys, accountants

and secretaries requires a large appropriation.

On June 5, 1944, the Supreme Court of the United States delivered its opmion m
the case of the United States of America, Appellant v. South-Eastern Underwriters

Association, et al, Appellees, wherein it decided that the business of insurance is

commerce and is subject to regulation as interstate commerce when conducted across

state fines. This momentous decision has multifarious implications and will un-

doubtedly cause "far-reaching dislocations."

i

1 Dissenting opinion of Mr. Justice Frankfurter.
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Hitherto the insurance business was, by numerous decisions of the Supreme Court

of the United States, considered subject only to state regulation. "Each state thus

was left free to exclude foreign insurance companies altogether, or to admit them to

do business on such conditions as it saw fit to impose. The whole structure of in-

surance regulation and taxation as it exists today has been built upon this assump-

tion."! Under its power "to regulate commerce . . . among the several states" 2

as stated in Article I, Section 8, of the Constitution, the United States is now, by
this decision, exclusively entitled to regulate the insurance business, and no state

may exclude, burden or obstruct (Furst v. Brewster, 282 U. S. 493 and cases cited)

or impose a license tax merely for the privilege of carrying on business within the

State. (Alpha Portland Cement Co. v. Massachusetts, 268 U. S. 203; Helson v.

Kentucky, 279 U. S. 245.)

The potentiahties of this decision require serious consideration and should engage

immediate dehberation of our Commission.
We therefore earnestly and respectfully recommend a continuation of this Com-

mission for a further period of two years with an appropriation sufficient for the ad-

ministrative functions that its work properly requires. We have set forth in Ap-
pendix L a draft of legislation necessary to carry our recommendations into effect.

Richard I. Furbush,

Norman F. Wellen,
Chairman.

Vice Chairman.
William R. Barry.
Charles J. Skladzien.
Charles F. J. Harrington,

Commissioner of Insurance.

John S. Whittemore.
JosPEH Saklad,

Secretary.

MINORITY REPORT.

I cannot readily concur in every respect with the majority members of the Com-
mission. I am in complete agreement with them regarding the subject matter of

Parts III, IV, V and VI of their report. However, as to Part I, "Mortuary and Disa-

bihty Funds," and Part II, "Mortuary Waivers and Expense Assessments," of the

report, I dissent, but only to the extent that I believe no action should be taken

thereon at this time by the Commission, and that these two important topics should

be likewise referred for further study to the special unpaid commission unanimously
recommended in Part VI of the same report.

During the past seventy-five years, the Fraternal Benefit Societies have not only

given mutual benefits and insurance protection to their members, but have made
substantial contributions to the social and economic development of our American
democracy. They continue to play an important role in our nation and to promote
family Jife in the various home communities of their subordinate lodges. Further-

more, the patriotic support given by these fraternals to the present war effort has

at all times materially contributed to the uphfting of the morale of our people on the

home front.

These Benefit Societies are now part of our American way of life, and no effort

should be spared to write upon the statue books of the Commonwealth of Massa-
chusetts laws which will enable them to broaden the scope of their benevolent activi-

ties while still retaining their distinctive character of "non-profit mutual benefit

societies."

It will be conceded by all that, with few exceptions and after painstaking efforts

over a period of many years, the fraternals of today are well administered and op-

erate their insurance and benefit departments on a sound actuarial basis. Follow-

ing the footsteps of their predecessors, the leading fraternalists of the present gener-

ation are constantly striving to strengthen the economic structure of their respective

organizations. They appreciate that, with changing conditions of life, it becomes

1 Dissenting opinion of Mr. Justice Jackson, citing many cases.

2 Constitution of the United States. Article I, Section 8: "The Congress shall have power . . . (3) To
regulate commerce with foreign nations, and among the several states, and with the Indian tribes.
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necessary to either enact new laws or modify existing statutes. Accordingly, they

aim to "streamline" their organizations for better service to the members and for

adaptation to any progressive changes in our present-day civilization.

In this connection it should be noted that, especially during the past ten years,

these same fraternals, grouped as the "National Fraternal Congress of America,"

have made special studies and surveys in an effort to give to their members a better

administration of funds and more adequate benefits measured by a yardstick based

on scientific and mathematical precisions and findings. In this important task, the

National Association of Insurance Commissioners of America, in a spirit of under-

standing and full co-operation, has furnished valuable assistance to the executives

of Benefit Societies.

Reahzing the urgent need of some revision of existing laws, an adequate Mortahty
Table, and uniform insurance laws for all the fraternals of the United States, the

National Association of Insurance Commissioners of America appointed in No-
vember, 1943, a special committee to sit jointly with representatives of the National

Fraternal Congress of America, and to prepare for study a draft of a code of laws

related to and controlling the activities of all Fraternal Benefit Societies. This joint

committee held many conferences, consulted many well-known actuaries, inter-

viewed informed fraternahsts, and carefully examined the insurance laws of many
States. As a result, a draft of a Uniform Fraternal Code was reported to the Na-
tional Association of Insurance Commissioners at its meeting recently held in New
York City, with the recommendation that a copy of this code be sent to all state

insurance departments and leading fraternals of the country, with instructions to

submit criticisms, comments or suggestions, in time for the next meeting of the

Association, to be held in June," 1945.

Considering that other important problems will, at this June, 1945, meeting, con-

front the National Association of Insurance Commissioners of America, it is highly

improbable that any decisive action will be taken at that time on the Uniform Fra-

ternal Code. It can surely be expected, however, that during the next few months
many changes to the present draft of the code will be recommended by interested

parties to the Association, and that at its June meeting further opinions, arguments

and data will be presented in favor or in opposition to the provisions of the code.

Under the circumstances, it is my contention that if further study is to be made
by an unpaid commission of the entire field of fraternahsm, the provisions of this

proposed Uniform Fraternal Code and the revisions or changes thereto, to be sub-

mitted during the coming months, should be included in the fist of items to be con-

sidered by the new commission. Accordingly, and in view of the fact that the pro-

posed Uniform Fraternal Code has provisions regarding "Mortuary Fund Assess-

naents" and "Expense Assessments," and in view of the incompleted study of this

same code by the insurance commissioners of the United States, it is therefore sub-

mitted that without entering upon their merits or demerits, the different proposals

relating to these assessments be given further study by a new commission, and that

no action or legislation concerning these assessments be recommended at this time

by this Commission to the General Court of the Commonwealth of Massachusetts.

J. Henry Goguen.
Boston, December 30, 1944.

BILLS UNDER CONSIDERATION.

Appendix A,

HOUSE, NO. 66.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act relative to the powers and duties of certain fraternal benefit
societies.

Be it enacted by the Senate and House of Representatives in General Court assembled

and by the authority of the same, as follows:

Section seventeen of General Laws, chapter one hundred and seventy-six, as ap-

pearing in the Tercentenary Edition, is hereby amended by adding at the end of
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such section the following sentence :
— No regular mortuary contribution shall be

waived nor shall a distribution of surplus be made unless the valuation has been
verified and such waiver and distribution has been approved in advance by the com-
missioner :

Appendix B.

HOUSE, NO. 68.

The Commonwealth of Massachusetts.

In the Year One Thousand Nine Hundred and Forty-Three

An Act relative to vouchers for disbursements by fraternal benefit
societies.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

General Laws, chapter one hundred and seventy-six, as appearing in the Ter-
centenary Edition, is hereby amended by inserting after section thirty-eight thereof

the following new section, which shall read as follows:

—

Seaton 38A. No fraternal benefit society shall make any disbursements except
on account of the return of dues paid in advance unless the same be evidenced by a
voucher signed by or on behalf of the person receiving the money and correctly

describing the consideration for the payment; or if such a voucher cannot be ob-
tained, by an affidavit stating the reason for not obtaining such voucher, and setting

forth the particulars above mentioned.

Appendix C.

HOUSE, No. 220.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act to extend the authority of the eastern commercial travelers
health association.

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

The Eastern Commercial Travelers Health Association, a fraternal benefit

society organized and existing under General Laws, is authorized to set up and to

provide under its by-laws a plan for the payment of hospital and medical expenses
and for the services of surgeons, physicians and nurses, or for any one of these
services or expenses, in connection with sickness or disease or the results therefrom.

Appendix D.

HOUSE, No. 221.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act to extend the authority of the eastern commercial travelers
accident association.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

The Eastern Commercial Travelers Accident Association, a fraternal benefit

society organized and existing under General Laws, is authorized to set up and to

provide under its by-laws a plan for the payment of hospital and medical expenses
and for the services of surgeons, physicians, and nurses, or for any one of these
services or expenses in connection with accidents or the results therefrom.
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Appendix E.

HOUSE, No. 808.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act authorizing qualified fraternal benefit societies to use a portion
OF THE accretions TO THEIR MORTUARY FUNDS FOR EXPENSES NECESSARILY AND
ACTUALLY INCURRED IN THE MAINTENANCE, PRESERVATION AND CARE OF SAID
MORTUARY FUNDS.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section fourteen of General Laws, chapter one hundred and seventy-six as

appearing in the Tercentenary Edition, is hereby amended by striking out the

period after the word "expenses" in the sixth line and adding thereto the following:— provided that whenever such society qualifies as provided in section seventeen,

the expenses incurred in the investment, care and maintenance of any mortuary
or disability funds, in an amount not to exceed one fourth of one per cent of the

mean ledger assets of the society may be paid from the gross accretions to such
funds, — so that section fourteen, as amended by this act, shall read as follows:—
Section 14- Every provision of the by-laws of the society for payment by members
of such society, in whatever form made, shall distinctly state the purposes of the

same and the proportion thereof which may be used for expenses, and no part of

the money collected for mortuary or disability purposes or the net accretions of

either or any of said funds shall be used for expenses, provided that whenever such
society qualifies, as provided in section seventeen, the expenses incurred in the

investment, care and maintenance of any mortuary or disability funds, in an amount
not to exceed one fourth of one per cent of the mean ledger assets of the society

may be paid from the gross accretions to such funds.

Appendix F.

HOUSE, No. 816.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act relative to the verification of valuation of actual assets of
fraternal benefit societies by the commissioner of insurance.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section seventeen of General Laws, chapter one hundred and seventy-six, as

appearing in the Tercentenary Edition, is hereby amended by inserting at the end
of said section the following sentence :

— The commissioner may verify such valua-

tion and for a period of not more than thirty days pending such verification, he may
direct that no regular mortuary contribution shall be waived, nor shall a distribu-

tion of surplus be made, — so that said section seventeen, as amended by this act,

shall read a s follows :
—

Section 17. Whenever it appears by a valuation certified to by a competent
actuary that the actual assets of a society exceed its iiabihties, including in liabihties

the tabular reserves computed on the basis specified in the preceding section, by
an amount equal to five per cent of said reserves, increased by an amount equal

to all its other mortuary liabilities, it may by vote of its officers having the powers
of directors, and for such period as its assets are maintained as aforesaid, waive the

further collection of the regular mortuary contributions from its members. A society

maintaining a surplus of assets in excess of such amount as enables it to waive
contributions as aforesaid may pay back to its several members an equitable portion

of such surplus in such manner as may be determined by vote of said officers. The
commissioner may verify such valuation and, for a period of not more than thirty

days pending such verification, he may direct that no regular mortuary contribu-

tion shall be waived, nor shall a distribution of surplus be made.
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Appendix G.

HOUSE, No. 817.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Three.

An Act authorizing qualified fraternal benefit societies to use the
accretions to their mortuary funds for expenses necessarily and actu-
ally incurred in the maintenance, preservation and care of said mor-
tuary funds.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section fourteen of General Laws, chapter one hundred and seventy-six as

appearing in the Tercentenary Edition, is hereby amended bj^ striking out the

period after the word "expenses" in the fifth hne and adding thereto the following:
— provided that whenever such society qualifies as provided in section seventeen,

it may use the accretions to said funds for the payment of expenses necessarily and
actually incurred ia the maintenance, preservation and care of said funds, — so

that section fourteen as amended by this act, shall read as follows:— Section 14-.

Every provision of the by-laws of the society for payment by members of such
society, in whatever form made, shall distinctly state the purposes of the same and
the proportion thereof which may be used for expenses, and no part of the money
collected for mortuary or disability purposes or the net accretions of either or any
of said funds shall be used for expenses, provided that whenever such society quali-

fies as provided in section seventeen, it may use the accretions to said funds for

the payment of expenses necessarily and actually incurred in the maintenance,
preservation and care of said funds.

PROPOSED LEGISLATION.

Appendix H.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five.

An Act restricting expense assessments by fraternal benefit societies.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section 1. Section seventeen of chapter one hundred and seventy-six of the
General Laws, as appearmg in the Tercentenary Edition, is hereby amended by
striking out in the first and second lines the words "valuation certified to by a
competent" and inserting in place thereof the words:—

,
proper valuation satis-

factory to the commissioner of insurance and certified to by a recognized, — and
by striking out in the fourth hne thereof the word "five" and inserting in place

thereof the word :
— ten, — and also by inserting after the first sentence the fol-

lowing new sentence :
— any society which waives any mortuary contribution on

or after January first, nineteen hundred and forty-eight, shall not call any addi-

tional expense assessment in accordance with section forty during the period com-
mencing three months prior to the due date of the contribution waived and ending
three months subsequent to the due date of the contribution waived, — so as to

read as follows: — Section 17. Whenever it appears by a proper valuation satis-

factory to the commissioner of insurance and certified to by a recognized actuary
that the actual assets of a society exceed its liabiUties, including in liabihties the

tabular reserves computed on the basis specified in the preceding section, by an
amount equal to ten per cent of said reserves, increased by an amount equal to aH
its other mortuary liabilities, it may, by vote of its officers having the powers of

directors, and for such period as its assets are maintained as aforesaid, waive the
further collection of the regular mortuary contributions from its members. Any
society which waives any mortuary contribution on or after January first, nineteen
hundred and forty-eight, shall not call any additional expense assessment in

accordance with section forty during the period commencing three months prior

to the due date of the contribution waived and ending three months subsequent
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to the due date of the contributions waived. A society maintaining a surplus of

assets in excess of such amount as enables it to waive contributions as aforesaid

may pay back to its several members an equitable portion of such surplus in such
manner as may be determined by vote of said officers.

Section 2. Section forty of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by inserting after the word "deficiency" in the sixth

line the words: — , except as restricted by section seventeen, — so that the first

paragraph will read as follows: — If the stated periodical contributions of the mem-
bers of any society subject to section thirty-nine are insufficient to pay all reported

death and disability claims in full, and to pro^dde for the creation and maintenance
of the funds required by its by-laws or by this chapter, additional contributions or

additional increased or extra rates of contribution shall be collected from its mem-
bers to meet the deficiency, except as restricted by section seventeen, and the by-
laws of the society shall so provide; and such by-laws may provide that upon the

written application or consent of the member his certificate may be charged with its

proportion of any deficiency disclosed by valuation, with interest not exceeding five

per cent per annum.

Appendix I.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five.

An Act relative to vouchers for disbursements by fraternal benefit
societies.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Chapter one hundred and seventy-six of the General Laws, as appearing in the

Tercentenary Edition, is hereby amended by inserting after section thirty-eight

the following new section :
—

Section 38A. Vouchers for Disbursements. — No fraternal benefit society shall

make any disbursements of fifteen dollars or more, except disbursements on account

of the return of dues paid in advance, unless the same be evidenced by a voucher

signed by or on behalf of the person receiving the money and correctly describing

the consideration for the payment, and if the same be for services and disburse-

ments setting forth the services rendered and an itemized statement of the dis-

bursements made; and if it be in connection with any matter pending before any
legislature or public body, or before any department or officer of any government,

correctly describing in addition the nature of the matter and of the interest of such

society therein; or if such voucher cannot be obtained, by an affidavit stating the

reason for not obtaining such voucher, and setting forth the particulars above

mentioned.

Appendix J.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five.

An Act authorizing qualified fraternal benefit societies to provide for
hospitalization and medical service insurance.

Be it enacted by the Senate and House of Representatives in General Court assembled)

and by the authority of the same, as follows:

Section 1. Chapter one hundred and seventy-six of the GeneralLaws, as appear-

ing in the Tercentenary Edition, is hereby amended by inserting after section

thirteen the following new section :
—

Section ISA. Hospitalization and Medical Service Insurance. — Any society,

except those organized under the provisions of section forty-six of this chapter,

whose rates and benefits are approved by the commissioner of insurance may set

up and provide under its by-laws a plan for the payment of hospital and medical

expenses and for the services of surgeons, physicians and nurses, or for any one of

these services or expenses, in connection with sickness, disease or accidents, or the

results therefrom. The by-laws shall also provide that an independent hospitahza-
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tion and medical service fund be created and maintained with the accretions thereto

separate and apart from other funds of the society; and, further, that no benefits

of any kind shall be paid until there is accumulated in said fund an amount not less

than that received from three monthly contributions or one quarterly contribution,

and this amount shall be the minimum of surplus below which additional con-

tributions from members shall be required; and, further, that there shall be included

in the liabilities of said fund reserves for unearned assessments and unpaid claims;

and, further, that no benefits shall be paid on any claim for a period exceeding one
year.

Section 2. Section one of said chapter one hundred and seventy-six, as so appear-

ing, is hereby amended by adding at the end thereof the words :
— and with or

without provision for hospitalization and medical service benefits, — so as to read

as follows: — "Fraternal benefit society" or "society", and corporation, associa-

tion, society, order, fraternity or other organization without capital stock, organized

and carried on solely for the mutual benefit of its members or their beneficiaries,

and not for profit, and either with a lodge system, with ritualistic form of work and
representative form of government, or without a lodge system, under the direct

control of its members, which makes provision for the payment of death or dis-

ability benefits or both, and with or without provision for hospitalization and
medical service benefits.

Section 3. Section eight of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by inserting after the word "disability" in line

thirty-five thereof the words: — or hospitalization and medical service, — so as

to read as follows :
— Section 8. The commissioner shall then furnish the incor-

porators of any such society, if on the lodge plan, with a preliminary license, author-

izing it to soUcit members for the purpose of completing its organization. It shall

collect from each applicant the amount of not more than one periodical benefit

assessment or payment, in accordance with its tables of rates as provided by its

constitution and by-laws, and shall issue to every such applicant a receipt for the

amount so collected. But no such society shall incur any hability other than for

such advance payments, nor issue any benefit certificate, nor pay or allow, or offer

or promise to pay or allow, to any person any death or disability benefit until actual

bona fide applications for death or disability benefit certificates, as the case may be,

have been secured from at least five hundred persons, and all such applicants for

death benefits shall have been regularly examined by legally qualified practicing

physicians, and certificates of such examinations have been duly filed and approved
by the chief medical examiner of the society; nor until there shall be established

ten subordinate lodges or branches, in which said five hundred applicants have
been initiated; nor until there has been submitted to the commissioner, on oath
of the president and secretary or corresponding officers of such society, a list of the

said applicants, giving their names, addresses, elate of examination, date of approval,

date of initiation, name and number of the subordinate branch of which each appli-

cant is a member, amount of benefits to be granted, and rate of regular payments or

assessments, which for societies offering death benefits shall not be lower for death
benefits than those required by the National Fraternal Congress Table of Mor-
tality as adopted by the National Fraternal Congress August twenty-third, eighteen

hundred and ninety-nine, or any higher standard at the option of the society, with
an interest assumption not higher than four per cent per annum; nor until it shall

be shown to the commissioner, by the sworn statement of the treasurer or cor-

responding officer of such society, that at least five hundred applicants for death
benefits have each paid in cash one regular payment or assessment as herein pro-

vided, and the payments in the aggregate shall amount to at least twenty-five

hundred dollars, all of which shall be credited to the mortuary or disability or

hospitalization and medical service fund on account of the applicants, and no part
of which may be used for expenses. Such advance payments shall, during the

period of organization, be held in trust for the applicants, and if the organization is

not completed within one year as hereinafter provided, shall be returned to them.
The commissioner may make such examination and require such further informa-
tion as he deems advisable ; and upon presentation of satisfactory evidence that the
society has complied with all the provisions of this chapter, he shall issue to the
society a certificate to that effect.
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Section 4. Section thirteen of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by adding at the end of the first sentence thereof the

words: — and a hospitalization and medical service fund, — so that the first sen-

tence will be read as follows: — Any society may create, maintain, invest, disburse

and apply a death fund, any part of which may in accordance with the by-laws
of the society be designated and set apart as an emergencj^, a surplus or other

similar fund, and a disability fund and a hospitalization and medical service fund.

Section 5. Section fourteen of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by striking out the words "mortuary or disaJDility"

in the fourth and fifth lines thereof and inserting instead the words :
— mortuary,

disability, hospitalization or medical service, — so as to read as follows:— Section

14- Every provision of the by-lav/s of the society for payment by members of such
society, in whatever form made, shall distinctly state the purposes of the same and
the proportion thereof which may be used for expenses, and no part of the money
collected for mortuary, disability, hospitahzation or medical service purposes or

the net accretions of either or any of said funds shall be used for expenses.

Section 6. Section nineteen of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by inserting after the word "age" in the fourth line

thereof the words :
— and provide further for hospitalization and medical service, —

so that the first sentence of said section, as amended, will read as follows :
— Every

society may provide for the payment of death benefits, and may provide for the

payment of benefits in case of temporary or physical disability, either as the result

of disease, accident or old age, and provide further for hospital and medical service;

provided, that the period of life at which the payment of benefits for disability on
account of old age shall commence shall not be under seventy years.

Section 7. Section thirty-one of said chapter one hundred and seventy-six, as

so appearing, is hereby amended by inserting after the comma following the word
"injury" in the eighth line thereof the words:— hospitalization, medical service, —
so as to read as follows :

— Section 31 . Except as provided in sections twenty-three
to twenty-eight, inclusive, any society may admit to beneficial membership any
person, not less than sixteen and not more than sixty years of age, who has been
examined by a legally qualified physician if the examination has been supervised

and approved in accordance with the by-laws of the society; provided, that any
member of such society who shall apply for a certificate providing for benefits on
account of disability from sickness or injury, hospitalization, medical service or

death by accident only, need not be required to pass a medical examination therefor.

This section shall not prevent such society from accepting general or social members.

Section 8. Section forty of said chapter one hundred and seventy-six, as most
recently amended by section thirty-six of chapter one hundred and eighty of the

acts of nineteen hundred and thirty-two, is hereby further amended by striking

out the words "death and disability" in the second line thereof and inserting in

place thereof the words:— death, disability, hospitalization and medical service, —
so that the first paragraph will read as follows :

— If the stated periodical contribu-

tions of the members of any society subject to section thirty-nine are insufficient

to pay all reported death, disability, hospitalization and medical service claims in

full, and to provide for the creation and maintenance of the funds required by its

by-laws or by this chapter, additional contributions or additional, increased or

extra rates of contribution shall be collected from its members to meet the deficiency,

and the by-laws of the society shall so provide ; and such by-laws may provide that

upon the written application or consent of the member his certificate may be charged
with its proportion of any deficiency disclosed by valuation, with interest not^ ex-

ceeding five per cent per annum.

Section 9. Section forty-one of said chapter one hundred and seventy-six, as so

appearing, is hereby amended by inserting after the word "sickness" in the nine-

teenth line thereof the words:— or hospitalization or medical services, — and by
inserting after the word "disability" in the twenty-sixth Ime the words:— hos-

pitalization and medical service, — so that said section forty-one as amended shall

read as follows:— Section 41- No foreign society shall transact any business in the

commonwealth without a hcense from the commissioner. Every such society apply-
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ing for such a license shall file with the commissioner a duly certified copy of its

charter or articles of association; a copy of its constitution and by-laws, certified

by its secretary or corresponding officer; a power of attorney to the commissioner,

as provided in the following section; a statement of its business, on oath of its

president and secretary, or corresponding officers, in the form required by the com-
missioner, duly verified by an examination made by the supervising insurance

official of its home state or other state satisfactory to the commissioner; a copy of

its certificate of membership; a certificate from the proper official of its home state,

territory, district or country that the society is legally organized; and the society

shall show that the benefits are provided for by periodical or other payments by
persons holding similar contracts, and that its assets are invested in accordance
with the laws of the state or country where it is organized, and that it has the

qualifications required of domestic societies on the lodge system incorporated

under this chapter; provided, that a society which grants benefits for disability

arising from accidental injury or from sickness or hospitalization or medical services

shall be required to show that it has accumulated funds, usable only for the payment
of such benefits and in excess of accrued claims for such benefits, not less in amount
than three monthly contributions or one quarterly contribution from members
entitled to such benefits, and shall be required, as a condition for the maintenance
of its authority to do business in this commonwealth, to maintain at all times after

admission, as regards disabihty, hospitalization and medical service benefits, funds
in amount as above set forth ; and shall furnish the commissioner such other informa-
tion as he may deem necessary for the proper exhibit of its business and plan of

working. Upon compUance with these requirements, such a foreign society shall be
entitled to a hcense to transact business in the commonwealth until July first

following, and such license shall, upon compliance with this chapter, be renewed
annually, but in all cases to terminate on July first following; except that it shall

continue in full force and effect until the new license is issued, or is refused after

notice and hearing. For every such license or renewal the society shall pay to the

commissioner twenty dollars.

Appendix K.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five.

An Act eliminating the requirement of medical examination of children
by fraternal benefit societies.

Be it enacted by the Senate and House of Representatives in General Court assembled,

and by the authority of the same, as follows:

Section twenty-four of chapter one hundred and seventy-six of the General laws

,

as most recently amended by chapter three hundred and twenty-two of the acts of

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

first four lines the words "take effect until after medical examination or inspection

by a licensed medical practitioner, in accordance with the by-laws of the society,

nor shall any such benefit certificate," — so that the first sentence will read as fol-

lows:— No death benefit certificate as to any child shall be issued unless the society

shall simultaneously put in force at least five hundred such certificates, on each of

which at least one assessment has been paid, nor where the number of lives repre-

sented by such certificates falls below five hundred.

Appendix L.

The Commonwealth of Massachusetts

In the Year One Thousand Nine Hundred and Forty-Five.

Resolve providing for further study by a special commission of the laws
of the commonwealth relating to fraternal benefit societies.

Whereas, A special commission relative to the laws of the commonwealth relating

to fraternal benefit societies was created by chapter forty-four of the resolves of

nineteen hundred and forty-three ; and
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Whereas, Said commission has made 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

;

and
Whereas, The work of said special commission has been restricted by reason of

the limitations of time and expense ; and
Whereas, It is of the utmost importance that additional opportunity be afforded

for exhaustive study and investigation; 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 representa-

tives 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 estabhshed for

the purpose of making a further study of the laws of the commonwealth relative to

fraternal benefit societies, with a view to making such changes in said laws and ad-

ditions thereto as may be necessary for the best interests of the pubUc. Said com-
mission may expend for actuaries, attorneys, accountants and clerical and other

services and expenses such sums, not exceeding, in the aggregate, twenty-five

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 fifing 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-six.

APPENDIX G
SENATE, NO. 612

The Commonwealth of Massachusetts

Executive Department, State House, Boston
June 28, 1945.

To the Honorable Senate and House of Representatives.

I am returning to you herewith without my approval House Bill 1695 — App. H
being "An Act restricting expense assessments by fraternal benefit so-

cieties."

This legislation proposes to prevent fraternal benefit societies from obtaining for

expenses or any other purpose an amount of money equivalent to the assessment

to the mortuary fund waived in accordance with the provisions of Section 17 of

Chapter 176 of the General Laws. It proposes to achieve this result by prohibiting

the simultaneous calling of an expense assessment under section 40 of said Chapter

176, and the waiving of a mortuary fund contribution.

If enacted into Law at this time this legislation will put an end to the educational,

charitable and humanitarian program of certain well-managed fraternities operating

in Massachusetts.
This legislation does not appear necessary to safeguard the interests of the in-

dividual societies, and in no way affects the stability of the mortuary fund or the

adequacy of reserves required by law.

The amount of waived assessment is obtained only after

(1) authorization by members duly represented by delegates in convention

assembled.

(2) by vote of the board of directors and in each specific instance.

(3) due notice to individual members as to the use or purpose of the assess-

ment.
There appears to be no immediate and urgent need for the proposed legislation

since by its terms it is to become effective January 1, 1948.

Considering the fact that a further study is to be given to the subject matter, of

Massachusetts fraternal insurance laws by a special recess commission, it is suggested

that the entire subject matter of 1695-H be submitted for further study to the

special commission.
Respectfully,

Maurice J. Tobin,
Governor of the Commonwealth.
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APPENDIX H
HOUSE, NO. 50

The CoMMoisrwEALTH of Massachusetts

Department of Banking and Insurance, Division of Insurance,

100 Nashua Street, Boston
November 28, 1945.

To the General Court of the Commonwealth of Massachusetts.

In compliance with the provisions of section 33 of chapter 30 of the General Laws,

as amended, a copy of the recommendation for legislation to be contained in the

annual report of the Commissioner of Insurance (Pub. Doc. No. 9) is submitted

herewith, together with draft of bill embodying the legislation recommended. This

clraft has been submitted to the Counsel for the House, as required by law.

Charles F. J. Harrington,
Commissioner of Insurance.

The Commonwealth of Massachusetts

RECOMMENDATION— RECODIFICATION OF INSURANCE LAWS.

The recommendations of the Commissioner of Insurance submitted to the 1945

Legislature were made a few months after the decision of the United States Supreme

Court in the case of The United States of America v. South-Eastern Underwriters

Association, et al. (hereafter referred to as the S. E. U. A. case). This decision com-

pletely reversed the fundamental basis underlying state regulation of insurance

business by holding that insurance was commerce.
Immediately following the announcement of the decision the National Associa-

tion of Insurance Commissioners met in annual session in Chicago. During the

course of that session attention was concentrated on the repercussions and effects of

the decision upon insurance business and the insurance laws of the several States.
_

A sub-committee on federal legislation was asked to consider and report on this

subject. The following is an extract from a pamphlet entitled "Legislative Pro-

posal," which was submitted to the Congress of the United States by the Executive

Com^mittee of the National Association of Insurance Commissioners, in November,

1944.

Extract from Pamphlet entitled Legislative Proposal.

Procedure and Activities of the Sub-Committee.

This Sub-Committee on Federal Legislation was appointed by the Executive

Committee of the National Association of Insurance Commissioners on October 7,

1943. It was directed to function as a fact-finding body in connection with existing

and proposed federal legislation. Logically, when the decision in the South-Eastern

Underwriters case was made, the sub-committee's efforts became more intensified.

Consequently, pursuant to a resolution adopted at the meeting of the National As-

sociation of Insurance Commissioners held at Chicago in June of this year, it under-

took the task of making specific recommendation to the Executive Committee of the

Association not later than September 1 of this year.

Notices of its meetings were widely pubhcized. All interested persons were in-

vited to appear. Requests were made for the submission of memoranda and briefs

so that the sub-committee would have the benefit of any technical research made
into this problem by others. These were supplemented by public and private hear-

ings at which interested parties expressed their views orally. In addition to these

sources of information, the various members of the sub-committee, representing a

geographical cross section of the country, each one the chief administrator of the

insurance department in his own State, had available to them the facilities and back-

ground of their respective insurance departments, all of them with histories extend-

ing back many decades. All material and evidence presented were carefully weighed.

Declaration in Favor of State Regulation.

As a result of its deliberations the sub-committee found an overwhelming senti-

ment for the retention of state regulation. The arguments advanced in its favor

were compelling. Chief and foremost among them was the fact — undisputed—



c P.D. 9

that because the States are closer to the people than is the nation, they are better

able to deal with insurance problems arising in their several jurisdictions.

Second, and of equal importance, is the fact that the insurance business does not

lend itself to a rigid, centralized control. Flexibility is of the essence. Regulation

must be geared to regional and sectional needs.

A third and equally persuasive reason, although one which flows from the first

two, is the record of the business in tliis country, extending back over one hundred
years, and the service which it has rendered to the public. No industry could have
thrived to the extent that the insurance industry has, nor could the pubhc have
gained as it has, if either the philosophy or administration of state regulation had
been unsound.
The enclosed report of the Sub-Committee on Federal Legislation of the Execu-

tive Committee of the National Association of Insurance Commissioners, dated

March 10, 1945, with accompanying exhibits, sets forth the events which preceded

the enactment and approval of Senate 340 which became Public Law No. 15 when
signed by the President. (See Exhibit A.)

I am also attaching the statement of the President which accompanied the bill

when he affixed his signature thereto. (See Exhibit G).

This report was unanimously approved by the National Association of Insurance

Conunissioners, thereby representing a national point of view in insurance super-

visory circles.

The attitude of the Congress. in enacting this bill is succinctly explained in Report
No. 143, House of Representatives, 79th Congress, 1st Session, dated February 13,

1945, as follows:

In the considered judgment of your committee, S. 340, as amended, represents a

most commendable effort on the part of insurance companies and state insurance

commissioners to effect the adjustments and reorganization in and among the finan-

cial operations of insurance companies and in state laws which have been made neces-

sary by the decision in the South-Eastern Underwriters Case. It should be empha-
sized that the bill has received the overwhelming endorsement of the principal na-

tional organizations of state insurance commissioners, insurance executives, agents,

brokers and underwriters, including the National Association of Insurance Com-
missioners, the American Life Convention, the American Mutual Alliance, the

Association of Casualty and Surety Executives, the Inland Marine Underwriters

Association, the National Association of Insurance Agents, the National Associa-

tion of Mutual Insurance Agents, the National Board of Fire Underwriters, Insur-

ance Executives Association, National Association of Insurance Brokers, Inc., the

National Association of Casualty and Surety Agents, the Surety Association of

America, the National Fraternal Congress of America, and the Health and Accident

Underwriters Conference. Opportunity is granted to the state legislatures during

their present and forthcoming sessions for 1945, 1946 and 1947 to consider the wel-

fare of pohcyholders.

Enactment of this bill will (1) remove existing doubts as to the right of the States

to regulate and tax the business of insurance, and (2) secure more adequate regula-

tion of such business.

The enactment of Pubhc Law No. 15 by the 79th Congress makes it imperative

that prompt action be taken to bring state laws into line with the decision of the

court in the South-Eastern Underwriters Case.

Several States have completely revised their laws since the last revision in our

State, among them such leading insurance States as Illinois and New York. The
State of Washington last revised its laws in 1911, and, acting under the authority

conferred by the Legislature, a revision and recodification of its insurance laws is

progressing under the supervision of a special deputy insurance commissioner.

The insurance laws of this Commonwealth have not been revised since 1907, and
the present is an appropriate time for such an undertaking.

Many amendments to the insurance law (chapter 175) have been made in the

intervening period, with the result that the present statute is unwieldy, pooily ar-

ranged and contains antiquated language. Some of its provisions are not entirely clear.

It is desirable to have a modern insurance code which reflects changes rendered

necessary or desirable because of changes in the general economic structure, insur-

ance practices, and federal legislation and regulations.
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The various sections of the law should be rearranged under several titles so that

each section can be found in its proper location.

A codification and revision of the insurance laws will strengthen state insurance

supervision and thereby lessen the necessity or the desire for federal insurance regu-

lation.

The committee on Federal Legislation and the committee on Rates and Rating

Organizations, of which your Commissioner of Insurance is chairman, is giving

further consideration to ways and means of dealing with the impact upon state

supervision of insurance of the Sherman Act, Clayton Act, the Robinson-Patman
Act and the Federal Trade Commission Act. The result of the studies of these com-
mittees and their recommendations will be made available to your Committee as

they are developed. The semi-annual meeting of the National Association of In-

surance Commissioners will be held at Grand Rapids, Michigan, on December 2 to

6, inclusive, and action taken at that meeting concerning the matters here discussed

will be reported orally to the Committee on Insurance of the Legislature in due
course. Because of statutory requirements with respect to the filing of recommenda-
tions of the Commissioner of Insurance, it is impossible to record in this document
such information.

The order of the General Court, adopted July 20, 1945, authorized the committee

on Insurance to sit during the recess of the General Court for the purpose of making
an investigation and study of certain specific subjects covered by the order. It does

not appear the Committee has been granted sufficiently comprehensive authority

to adequately deal with the impact of the S. E. U. A. case and to "secure more ade-

quate regulation of such insurance business." (Report No. 143, House of Repre-

sentatives, 79th Congress, Fhst Session.)

There are many specific recommendations which could be advanced to the 1946

legislative session, but a proposal for a general revision and recodification of the in-

surance statutes being all inclusive, if adopted, affords us an opportunity to make
the specific recommendations as the work of the revision progresses.

We therefore recommend the enlargement of the authority of the Insurance com-
mittee, sitting as a Special Commission, for the purpose of revising, recodifying and
recommending any necessary changes, additions or amendments to the present in-

surance laws and laws relating to taxation of insurance in this Commonwealth. A
resolve giving effect to this recommendation is included herewith.

A less comprehensive undertaking would in our opinion result in possible omis-

sions of changes required to bring our laws into harmony with Public Law No. 15.
_

If rate regulation is to be extended and made effective as of January 1, 1948, it

would be advisable for the law to be enacted at the earUest possible moment, in order

that provision may be made for the acquisition of the technical help and arrange-

ment of work within the Department to assure such effective affirmative regulation

of the insurance business as will be necessary to meet the requirements of the

Congress as expressed in congressional reports and in Pubhc Law No. 15.

INTERIM REPORT OF THE SUB-COMMITTEE ON FEDERAL
LEGISLATION OF THE EXECUTIVE COMMITTEE OF

THE NATIONAL ASSOCIATION OF INSURANCE
COMMISSIONERS.

On March 9, 1945, S. 340, the so-called insurance bill, became law when President

Roosevelt affixed his signature thereto. A copy of the nev/ law is attached hereto

and marked Exhibit A.
Following the preparation of the Commissioners' legislative proposal with its at-

tached memorandum of explanation in November, 1944, Commissioner Johnson,

by direction of the December, 1944, meeting of the National Association of Insur-

ance Commissioners, proceeded to Washington accompanied by Commissioner
Harrington, chairman of the Sub-Committee on Federal Legislation. A series of

conferences were held with members of Congress, the Attorney General and repre-

sentatives of the insurance business.

At that time the 78th Congress was drawing to a close. It was the consensus of

opinion that immediate legislative relief was required because existing state regula-

tory and taxing statutes were being questioned and in some respects challenged.
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Believing that unanimity of opinion would produce legislation in the 78th Congress,

Commissioners Johnson and Hanington, acting for the Commissioners, consented

to a compromise draft of the Commissioners' legislative proposal, a copy of which

compromise is attached hereto and marked Exhibit B. This measure was introduced

on the last day of the session by Senators McCarran and Ferguson. On the same
day Senators O'Mahoney and Hatch introduced another bill, a copy of which is at-

tached hereto and marked Exhibit C. Neither of these measures was acted upon be-

fore the termination of the 78th Congress. Commissioners Johnson and Harrington,

in a letter to Senator O'Mahoney, dated December 16, 1944, made plain that the

concession was made by the Commissioners for the sole purpose of obtaining legis-

lation during the 78th Congress. (See Exhibit D attached hereto.)

When the 79th Congress convened Commissioners Johnson and Harrington re-

turned to Washington. As a result of further conferences, and because of the press

of time, a new compromise measure was drafted which likewise departed in some
respect from the text of the original Commissioners' proposal. It was transmitted

by the Commissioners to the Honorable Pat McCarran, chairman of the Judiciary

Committee of the Senate. A copy of the letter of transmittal signed by the inter-

ested parties on January 12, 1945, is attached hereto and marked Exhibit E, and the

proposed bill is also attached hereto, marked Exhibit F. Although their names do

not appear on the letter of transmittal, the National Fraternal Congress and the

Accident and Health Underwriters Conference also endorsed the bill in telegrams

subsequently sent to Chairman McCarran. This bill was introduced by Senators

McCarran and Ferguson and became the original S. 340. It was amended in com-
mittee and reported favorably by the committee on January 24, 1945 (see Senate

Report No. 20). The bill was thereafter amended on the floor (see Congressional

Record of January 25, 1945).

Representative Walter introduced a companion measure in the House, known as

H. R. 1973. This bill was likewise amended in the House Judiciary Committee and
was favorably reported (see House Report No. 68). On motion of Representative

Walter, S. 340, which had been referred by the Senate to the House for concurrence,

was amended by striking out all of the bill following the enacting clause and sub-

stituting the subject matter of H. R. 1973 in heu thereof (see Congressional Record

of February 14, 1945).

Due to the difference in text the bills were referred to a conference committee

composed of Senators McCarran, Ferguson and O'Mahoney, and Representatives

Sumners, Walter and Hancock. The conference committee report is dated Febru-

ary 22, 1945, and will be found as House Report No. 213. The conference committee

report was adopted by both Houses, without debate in the House and with debate

in the Senate (see Congressional Records of February 26 and 27, 1945).

Comparison of the Various Bills.

A comparison of the bill as it was finally enacted with the text of the original

Commissioners' proposal of November, 1944, as well as reference to the congressional

debates, estabhshes clearly that the Commissioners' draft was used as a foundation

for the bill. In drafting the bill Congress used almost verbatim those portions of the

Commissioners' proposal relating to the doctiine of congressional silence and the

affirmative expression of the congressional will in so far as they affect state regula-

tion and taxation. That phase of the Commissioners' proposal constituted one of

its major aspects, and the incorporation of it in the bill as it was finally adopted is

most gratifying.

Likewise, the final draft specifically provides, as did the Commissioners' original

text, that the National Labor Relations Act and the Fair Labor Standards Act shall

apply to the insurance business.

Those portions of the bill covering the territories to which it is appUcable and the

separabihty clause are identical with the text of the Commissioners' original pro-

posal.

In the Commissioners' deliberations preceding the drafting of the Commissioners'

legislative proposal, and throughout all conferences preceding the eiiactment of the

bill, the Commissioners were insistent that even though a moratorium on the ap-
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plication of the anti-trust laws were to be granted, boycotting, coercion and intimida-

tion were to be barred forthwith. Provision was made to that effect in the Com-
missioners' original text and is embodied in the bill as it finally passed.

The Commissioners' original proposals as to a moratorium on the Sherman and
Clayton Acts were also embodied in the law as it was finally enacted, with a varia-

tion as to the effective date.

So much for the respects in which the Commissioners' proposals were generally

adopted. We turn now to the respects in which the final product differed from the

proposals originally advanced by the Commissioners.

The Commissioners' draft made no reference to the so-called Merchant Marine

Act of 1920. Congress provided that the bill should not affect that law.

The Commissioners asked for complete exemption from the Federal Trade Com-
mission Act. The final bill provides that after the expiration of the moratorium the

Federal Trade Commission Act shall be appficable to the business of insurance "to

the extent that such business is not regulated by state law." The expression in quo-

tation marks will be the subject of further comment elsewhere in this report.

The Commissioners also asked for outright exemption from the Robinson-Patman

Act. Congress has provided specifically that the Robinson-Patman Act shall not

apply to the insurance business up to January 1, 1948. We are unceitain as to the

appUcability of that act to the business of insurance after that date for the following

reason. Part of the Robinson-Patman Act (15 U. S. C. A. 13-13 (a) ) is a part of

the Clayton Act (15 U. S. C. A. 12-27). Section 2 (b) of the bill provides that after

January 1, 1948, the Clayton Act shall be appficable to the business of insurance

"to the extent that such business is not regulated by state law." Section 3 (a) of the

statute provides that until January 1, 1948, the Robinson-Patman Act shall not ap-

ply to the business of insurance or to acts in conduct thereof. The specific mention

of the Robinson-Patman Act in Section 3 (a) suggests, or at least it can be so argued,

that Congress intended that after January 1, 1948, that act should apply to the in-

surance business without limitation of any kind. On the contrary, the provision in

Section 2 (6) that the Clayton Act, of which part of the Robinson-Patman Act is a

part shall be applicable to the business of insurance "to the extent that such busi-

ness is not regulated by state law," suggests that after January 1, 1948, the Robin-

son-Patman Act, or at least part of it, shall be in the same category as the Federal

Trade Commission Act.

This brings us to a consideration of the Sherman and Clayton Acts. In the Com-
missioners' original text it was provided that there should be a moratorium on the

Sherman and Clayton Acts until July 1, 1948. After that date the Sherman Act
was to apply to the insurance business, but certain enumerated co-operative efforts,

set forth in section 4 (6) of the Commissioners' proposal, were to be exempted there-

from. The first exemption applied to concerted action in the field of rate making
and contemplated state supervision. In the bill finally adopted by Congress the

specific activities enumerated in the Commissioners' proposal were omitted, and in

lieu thereof the Congress provided that the Sherman Act, the Clayton Act and the

Federal Trade Commission Act should all be appficable to the business of insurance

"to the extent that such business is not regulated by the state law." In short, a

general provision was substituted for the specific language employed by the Com-
missioners.

The exact meaning of the expression, "to the extent that such business is not regu-

lated by state law," has been the subject of discussion in the sub-committee. The
debate in the United States Senate following the report of the conference committee

indicated differences of opinion as to the effect of the language quoted. Some Sena-

tors felt that this language gave those States which enacted legislation on the subject

the right to modify and even ehminate the applicability of the Sherman and Clayton

and Federal Trade Commission Acts to the business of insurance, depending upon
the extent of the state legislation enacted. Indeed, it was suggested that this lan-

guage permitted the States ta adopt ineffective legislation or, as one Senator put it,

"to go through the form of regulation merely in order to put insurance companies

within that State on an island of safety from congressional regulation." It was
argued that the States would not abuse the privilege thus conferred upon them, and
that if by any chance they did, Congress could immediately pass additional correc-

tive legislation. On the contrary, it was asserted that the legislation did not con-
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template ineffective state regulation. This reasoning was based upon the premise
that the word "regulated" as used in the quoted language had a very definite mean-
ing and contemplated not mere permissive action uncontrolled by state authorities,

but affirmative, effective regulation of the type described by the president in his

letter of January 2, 1945, to Senator Radcliffe, and emphasized in the President's
memorandum made public at the time he signed the bill.

The decision of the United States Supreme Court in the South-Eastern Under-
writers Case confronted Congress, the state legislatures and the insurance commis-
sioners with a problem— the task of preserving state regulation and at the same
time not emasculating the federal anti-trust laws. The final product does not go as
far in some respects as the Commissioners had hoped, and goes farther in others, a
situation which frequently occurs when compromises must be made. It is apparent,
however, that sincere effort was made to reconcile conflicting views as to the best
manner of regulating the insurance business in the public interest.

In so far as this sub-committee is concerned our position is clear. We believe in

state regulation and this bill recognizes that principle. Under this bill eft'ective state

regulation is required if state regulation is to be preserved. The bill presents a chal-

lenge to the States. We beheve the States can meet that challenge. We restate the
fundamental principle to which we have consistently adhered, namely, that the
States are under an obligation to provide effective state regulation. Those States
whose statutes are deficient in that respect should immediately address themselves
to the task of securing appropriate legislation designed to meet this new develop-
ment.

Respectfully submitted,

Charles F. J. Harrington,
Chairman.

Newell R. Johnson.
James M. McCoemack.
Edwarb L. Scheufler.
Robert E. Dinben.
J. Edwin Larson.

New York, N. Y., March 10, 1945.

Exhibit A
S. 340.

SEVENTY-NirrrH CONGRESS OF THE UnITED StATES OF AMERICA,
AT THE First Session.

Begun and held at the City of Washington on Wednesday, the third day of January,

one thousand nine hundred and forty-five.

An Act to express the intent of the congress with reference to the regu-
lation OF THE BUSINESS OF INSURANCE.

Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled, That the Congress hereby declares that the con-

tinued regulation and taxation by the several States of the business of insurance is

in the pubhc interest, and that silence on the part of the Congress shall not be

construed to impose any barrier to the regulation or taxation of such business by
the several States.

Sec 2. (a) The business of insurance, and every person engaged therein, shall be

subject to the laws of the several States which relate to the regulation or taxation

of such business.

(b) No Act of Congress shall be construed to invahdate, impair, or supersede any

law enacted by any State for the purpose of regulating the business of insurance, or

which imposes a fee or tax upon such business, unless such Act specifically relates to

the business of insurance: Provided, That after January 1, 1948, the Act of July 2,

1890, as amended, known as the Sherman Act, and the Act of October 15, 1914, as

amended, known as the Clayton Act, and the Act of September 26, 1914, known as

the Federal Trade Commission Act, as amended, shall be applicable to the business

of insurance to the extent that such business is not regulated by State law.
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Sec. 3. (a) Until January 1, 1948, the Act of July 2, 1890, as amended, known as

the Sherman Act, and the Act of October 15, 1914, as amended, known as the Clay-
ton Act, and the Act of September 26, 1914, known as the Federal Trade Commis-
sion Act, as amended, and the Act of June 19, 1936, known as the Robinson-Patman
Anti-Discrimination Act, shall not apply to the business of insurance or to acts in

the conduct thereof.

(6) Nothing contained in this Act shall render the said Sherman Act inapphcable
to any agreement to boycott, coerce, or intimidate, or act of boycott, coercion, or

intimidation.

Sec. 4. Nothing contained in this Act shall be construed to affect in any manner
the apphcation to the business of insurance of the Act of July 5, 1935, as amended,
known as the National Labor Relations Act, or the Act of June 25, 1938, as amended,
known as the Fair Labor Standards Act of 1938, or the Act of June 5, 1920, known
as the Merchant Marme Act, 1920.

Sec. 5. As used in this Act, the term "State" includes the several States, Alaska,
Hawaii, Puerto Rico, and the District of Columbia.

Sec. 6. If any provision of this Act, or the apphcation of such provision to any
person or circumstances, shall be held invalid, the remainder of the Act, and the
apphcation of such provision to persons or circumstances other than those as to
which it is held invalid, shall not be affected.

Exhibit B.

H. R. 3270.

78TH CONGRESS, 2D SESSION, IN THE SENATE OF THE
UNITED STATES.

December 18 (legislative day, November 21), 1944, ordered to

lie on the table and to be printed.

AMENDMENT (IN THE NATURE OF A SUBSTITUTE).
Intended to be proposed by Mr. McCarran and Mr. Ferguson to the bill (H. R.

3270) to affirm the intent of the Congress that the regulation of the business of
insurance remain within the control of the several States and that the Acts of
July 2, 1890, and October 15, 1914, as amended, be not applicable to that busi-
ness, viz: Strike out all after the enacting clause and insert in heu thereof the
following

:

That the Congress hereby declares that the continued regulation and taxation by
the several States of the business of msurance is in the pubhc interest, and that
silence on the part of the Congress shall not be construed to impose any barrier to
the regulation or taxation of such business by the several States.

Sec. 2. (a) The business of insurance, and every person engaged therein, shall
be subject to the laws of the several States which relate to the regulation or taxation
of such business.

(b) No Act of Congress shall be construed to invahdate, impair, or supersede any
law enacted by any State for the purpose of regulating the business of insurance, or
which imposes a fee or tax upon such business, unless such Act specifically so pro-
vides.

Sec. 3. Nothing contained in the Federal Trade Commission Act, as amended,
or the Act of June 19, 1936 known as the Robinson-Patman Anti-Discrimination
Act, shall apply to the business of insurance or to acts in the conduct of that busi-
ness.

Sec. 4. (a) Until July 1, 1948, the Act of July 2, 1890, as amended, known as the
Sherman Act, and the Act of October 15, 1914, as amended, known as the Clayton
Act, shall not apply to the business of insurance, or to acts in the conduct of such
business.

(6) Nothing contained in this section shall render the said Sherman Act inapplic-
able to any act of boycott, coercion, or intimidation.
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Sec. 5. Nothing contained in this Act shall be construed to affect in any man-
ner the application of the business of insurance of the National Labor Relations

Act, as amended, or the Fair Labor Standards Act of 1938, as amended.

Sec. 6. As used in this Act, the term "State" includes the several States, Alaska,

Hawaii, Puerto Rico, and the District of Columbia.

Sec. 7. If any provision of this Act, or the application of such provision to any
person or circumstances, shall be held invalid, the remainder of the Act, and the ap-

plication of such provision to persons or circumstances other than those as to which
it is held invalid, shall not be affected thereby.

Exhibit C.

H. R. 3270.

78TH CONGRESS, 2D SESSION, IN THE SENATE OF THE
UNITED STATES.

December 18 (legislative day, November 21), 1944, ordered to

lie on the table and to be printed.

AMENDMENT.
Intended to be proposed by Mr. O'Mahoney (for himself and Mr. Hatch) to the

bill (H. R. 3270) to affirm the intent of the Congress that the regulation of the

business of insurance remain within the control of the several States and that the

Acts of July 2, 1890, and October 15, 1914, as amended, be not appUcable to that

business, viz.: Strike out all after the enacting clause and insert in lieu thereof

the following:

That the Congress hereby declares that the continued regulation and taxation by
the several States of the business of insurance is in the public interest, and that

silence on the part of Congress shall not be construed to impose any barrier to the

regulation or taxation of such business by the several States.

Sec. 2. (a) The business of insurance, and every person engaged therein, shall

be subject to the laws of the several States, which relate to the regulation or taxation

of such business.

(6) No Act of Congress shall be construed to invalidate, impair, or supersede any

law enacted by any State for the purpose of regulating the business of insurance, or

which imposes a fee or tax upon such business, unless such Act specifically so pro-

vides.

Sec. 3. Nothing contained in the Federal Trade Commission Act, as amended,

or the Act of June 19, 1936, known as the Robinson-Patman Anti-Discrimination

Act, shall apply to the business of insurance or to acts in the conduct of that busi-

ness.

Sec. 4. (a) For the purposes of enabhng the several States to adjust State laws

to the provisions of this Act, of the Constitution of the United States, of the Act of

July 2, 1890, as amended, known as the Sherman Act, and the Act of October 15,

1914, known as the Clayton Act, until March 1, 1946, the said Sherman and Clay-

ton Acts shall not apply to the business of insurance, or to acts in the conduct of

such business.

(&) Nothing contained in this section shall render the said Sherman Act inapplica-

ble to any act of boycott, coercion, or intimidation.

Sec. 5. Nothing contained in this Act shall be construed to affect in any man-
ner the apphcation to the business of insurance of the National Labor Relations

Act, as amended, or the Fair Labor Standards Act of 1938, as amended.

Sec. 6. As used in this Act, the term "State" includes the several States, Alaska,

Hawaii, Puerto Rico, and the District of Columbia.

Sec. 7. If any provision of this Act, or the application of such provision to any

person or circumstances, shall be held invaUd, the remainder of the Act, and the

application of such provision to persons or circumstances other than those as to

which it is held invalid, shall not be affected thereby.
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Exhibit D.

LETTER TO SENATOR O'MAHONEY.

National Association of Insurance Commissioners, Washington, D. C,
December 16, 1944.

The Honorable Joseph C. O'Mahoney, 232 Senate Office Building

Washington, D. C.

My Dear Senator:—Following our conversation and at your request, we are
writing this letter to indicate the position of the National Association of Insurance
Commissioners regarding federal insurance legislation.

In doing so, we wish to express the appreciation of the N. A. I. C. for the time you
and other Senators have given us and your most co-operative effort and courtesy.

We hoped, of course, to see Congress adopt the program submitted by the N. A.
I. C. which was overwhelmingly adopted by the insurance commissioners in New
York December 4, 1944, and subscribed to by the major portion of the insurance
industry.

Later, reliable information indicated that unless the entire insurance industry
was in complete accord with this program, no legislation could be passed at this

session of Congress. Because of the dire necessity for legislation at this session and
to obtain complete unanimity, we consented to modification of our program. Our
consent to the changes suggested as based on representation made that controversy
would be avoided and that there would be concurrence on the part of Congress and
the Department of Justice.

It was later determined that our program as modified was not acceptable to you
and others vitally interested. Again, in an attempt to obtain complete accord with
all interested parties, the enclosed text of proposed legislation, which we had reason
to beheve was acceptable to parties that could not agree to the modified commiss-
sioner's program, was submitted to the insurance industry for consideration. Un-
fortunately, we could not obtain complete accord of the busmess, inasmuch as the
changes were not acceptable to some.

For the sole purpose of obtaining insurance legislation during this session, which
we feel is most essential in the public interest, we urge passage of an act to conform
with the enclosed proposed text, amended if possible, to provide a longer mora-
torium.

It is our understanding that negotiations within the insurance industry are still

in progress to produce unanimous support for the enclosed proposed text, and have
assurance that at this time the major portion of the industry is in complete accord.

Respectfully,

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS.

Newell R. Johnson,
President.

Charles F. J. Harrington,
Chairman, N. A. I. C,

Federal Legislation Committee.

Hon. Pat McCarran.
Hon. Lister Hill.
Hon. Alben Barkeley.
Hon. Francis Biddle.
Hon. Wallace A. White, Jr.

Hon. Kenneth Wherry.
Hon. Sinclair Weeks.
Hon. Homer Ferguson.
Hon. Joseph Ball.
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Exhibit E.

LETTER OF TRANSMITTAL.

Washington, D. C, January 12, 1945.

Honorable Pat McCarran, Chairman, Committee on the Judiciary of
the Senate, the Capitol, Washington, D. C.

Dear Senator:—There is submitted herewith a form of bill, which the under-

signed respectfully request be favorably considered and reported by the Committee
on the Judiciary of the Senate.

Honorable Newell Johnson, President of the National Association of Insurance
Commissioners, and Honorable Charles F. J. Harrington, chairman of the Sub-
Committee on Federal Legislation of such association, have been requested by the

undersigned to present this letter and legislative proposal and are authorized to

speak on our behalf with respect thereto.

Respectfully submitted,

AMERICAN LIFE CONVENTION.
By Robert L. Hogg.

AMERICAN MUTUAL ALLIANCE.
By A. V. Gruhn, General Manager.

ASSOCIATION OF CASULATY AND SURETY
EXECUTIVES.

By Ray Murphy, General Counsel.

INLAND MARINE UNDERWRITERS ASSOCIATION.
By J. V. Herd.

NATIONAL ASSOCIATION OF INSURANCE AGENTS.
By W. Ray Thomas, President.

NATIONAL ASSOCIATION OF MUTUAL INSURANCE
AGENTS.

By Philip L. Baldwin, Executive Secretary.

EDWARD L. WILLIAMS,
On Behalf of National Board of Fire Underwriters,

Insurance Executives Association.

NATIONAL ASSOCIATION OF INSURANCE
BROKERS, INC.

By Harry E. Moore, per W. R. T.

THE NATIONAL ASSOCIATION OF CASUALTY AND
SURETY AGENTS

By John E. O'Neil, per W. R. T.

Exhibit F.

In the Senate of the United States.

A BILL TO EXPRESS THE INTENT OF THE CONGRESS WITH REFER-
ENCE TO THE REGULATION OF THE BUSINESS OF INSURANCE.
Be it enacted by the Senate and House of Representatives of the United Spates of

America in Congress assembled, That the Congress hereby declares that the con-

tinued regulation and taxation by the several States of the business of insui'ance is

in the public interest, and that silence on the part of the Congress shall not be con-

strued to impose any barrier to the regulation or taxation of such business by the

several States.

Sec. 2. (a) The business of insurance, and every person engaged therein, shall

be subject to the laws of the several States, which relate to the regulation or taxa-

tion of such business.
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(b) No Act of Congress shall be construed to invalidate, impair or supersede any
law enacted by any State for the purpose of regulating the business of insurance,

or which imposes a fee or tax upon such business, unless such Act specifically so

provides.

Sec. 3. Nothing contained in the Act of September 26, 1914. known as the Fed-

eral Trade Commission Act, as amended, or the Act of June 19, 1936, known as the

Robinson-Patman Anti-Discrimination Act, shall apply to the business of insurance

or to acts in the conduct of that business.

Sec. 4. (a) For the purpose of enabling adjustments to be made and legislation

to be adopted by the several States and Congress, until June 1, 1947, the Act of

July 2, 1890, as amended, known as the Sherman Act, shall not apply to the busi-

ness of insurance or to acts in the conduct of such business and until January 1st,

1948, the Act of October 15, 1914, as amended, known as the Clayton Act, shall not

apply to such business or to acts in the conduct thereof.

(b) Nothing contained in this section shall render the said Sherman Act inappUca-

ble to any act of boycott, coercion or intimidation.

Sec. 5. Nothing contained in this Act shall be construed to affect in any manner
the application to the business of insurance of the Act of July 5, 1935, as amended,
known as the National Labor Relations Act, or the Act of June 25, 1938, as amended,
known as the Fair Labor Standards Act of 1938.

Sec. 6. As used in this Act, the term "State" includes the several States, Alaska,

Hawaii, Puerto Rico, and the District of Columbia.

Sec. 7. If any provision of this Act, or the apphcation of such provision to any
person or circumstances, shall be held invalid, the remainder of the Act, and the

apphcation of such provision to persons or circumstances other than those as to

which it is held invalid, shall not be affected.

Exhibit G.

TEXT OF PRESIDENT ROOSEVELT'S STATEMENT ACCOMPANYING
HIS SIGNATURE OF INSURANCE BILL OF MARCH 9, 1945.

I have given my approval to S. 340, the insurance bill, which passed the Congress

last week. This bill grants the insurance business a moratorium from the apphcation

of the anti-trust laws and certain related statutes, except for agreements to boycott,

coercion or intimidation, or acts of boycott, coercion or intimidation, until January

1, 1948. The purpose of this moratorium period is to permit the States to make
necessary readjustments in their laws with respect to insurance in order to bring

them into conformity with the decision of the Supreme Court in the South-Eastern

Underwriters Association case. After the moratorium period, the anti-trust laws

and certain related statutes will be apphcable in full force and effect to the business

of insurance except to the extent that the States have assumed the responsibiUty,

and are effectively performing that responsibility, for the regulation of whatever

aspect of the insurance business may be involved. It is clear from the legislative

history and the language of this act that the Congress intended no grant of immunity
for monopoly or for boycott, coercion or intimidation. Congress did not intend to

permit private rate fixing, which the Anti-Trust Act forbids, but was willing to per-

mit actual regulation of rates by affirmative action of the States.

The bill is eminently fair to the States. It provides an opportunity for the orderly

correction of abuses which have existed in the insurance business and preserves the

right of the States to regulate in a manner consonant with the Supreme Court's

interpretation of the anti-trust laws.

PROPOSED LEGISLATION.
Accompanying the recommendation of the Commissioner of Insurance. Insurance.

The Commonwealth of Massachusetts
In the Year One Thousand Nine Hundred and Forty-Six.

Resolve providing for a special commission to revise, recodify and
to recommend any necessary changes, additions or amendments to the
insurance laws and to the laws relating to the taxation of insurance
companies.
Resolved, That the committee on insurance is hereby authorized to sit during the

current session and the recess of the general court for the purpose of revising, re-



ex P.D. 9

codifying and recommending any necessary changes, additions or amendments to

the insurance laws and to the laws relating to the taxation of insurance companies.

The committee shall be provided with quarters in the state house, may hold

hearings and require the attendance and testimony of witnesses under oath and the

production of books and papers. It may employ such clerical and legal and expert

assistance as may be necessary, may travel within and without the commonwealth
in pursuance of its duties, and may also incur such other incidental expenses as may
be necessary in the conduct of the study, and may expend for said purposes a sum,

not exceeding, in the aggregate, dollars, as may be appro-

priated therefor. Said committee shall report to the general court the results of its

study and its recommendations, if any, and drafts of legislation necessary to carry

said recommendations into effect, by fihng the same with the clerk of the senate on

or before the day of , nineteen hundred and forty-

APPENDIX I

REPORT OF THE COMMITTEE ON INSURANCE REGULATION OF THE
INSURANCE SECTION OF THE AMERICAN BAR ASSOCIATION

Since the S. E. U. A. decision the subject of Insurance Regulation has assumed
paramount importance. Thus it seemed logical for this committee to plan to have

a round table at the 1945 meeting — if held. After full consideration this plan was
abandoned inasmuch as the topics on which we would normally present papers and
discussion are the same as those which, this year and possibly for several years to

come, will be the subject of papers to be presented before the general sessions of

the Section. At any rate the field has been greatly enriched and perhaps we can

plan for a round-table next year.

Our long standing project of presenting a study in the field of Retaliatory Legis-

lation has been laid aside for the time being, because of the great number of changes

in such laws and because their importance and effect is changing so rapidly as to

make appraisal very difficult. Whether this project should be revived next year re-

mains to be determined.

Under the circumstances it seems to us that the most helpful report which we can

make is one which embodies some factual data, as to what has been happening in the

field of insurance regulation during the eventful months following the S. E. U. A.

decision, and some appraisal of what may be anticipated in the immediate future.

Accordingly we present

:

A SUMMARY OF LEGISLATIVE ACTION, FROM JUNE 5, 1944 TO DATE,
CONCERNING INSURANCE RATE REGULATION AND TAXATION

OF INSURANCE PREMIUMS; FUTURE PROSPECTS
OR SUCH LEGISLATION

This topic involves some element of prophesy. However, it is not uncommon for

lawyers to indulge in such pastimes.

For example, the minority opinions of Justices Stone and Jackson in the S. E.

U. A. Case contained several dire predictions as to the effect of the majority de-

cision.

It is of some interest now, a httle more than a year later, to note the extent to

which such predictions have turned out to be true.

Chief Justice Stone said

:

That the decision "cannot fail to be the occasion for loosing a flood of fiti-

gation."

That it raises "questions which cannot be answered for years to come during

which a great business . . . must be harassed by all the doubts and difficul-

ties inseparable from the realignment of the distribution of power in our federal

system."
That there "cannot but be serious doubts as to the vaUdity of state taxes."

Mr. Justice Jackson said

:

That the decision "at the very least will require an extensive overhauling

of state legislation relating to taxation and supervision. The whole legal basis

will have to be reconsidered . . ."
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He also said, "Certainly the states lose . . . very considerable revenues."

Some of these prophesies have turned out to be quite mistaken as, for example,

the assertion that the states would lose considerable revenues. At least this has not

yet been established as true, and Chief Justice Stone's first prediction that there

would be a flood of Utigation has turned out to be somewhat of an over-statement—
so far. The other three predictions have turned out to be remarkably accurate.

There are three reasons why Mr. Justice Jackson's prediction about losing "very

considerable revenues" has turned out to be untrue so far.

First, there was rather a remarkable willingness on the part of most of the insur-

ance industry to accept some risk of not being able to get back taxes which turned

out to have been collected under invahd laws and some risk of incurring liability

for having paid out illegally assessed taxes.

A contributing factor and a second reason is found in the fact that some twenty-

one states enacted laws which were for the purpose of protecting officers and di-

rectors against liability which might arise from the payment of taxes which might
later be held unconstitutional.

Arizona — Ch. 100; S. 67

Arkansas — Act 157; S. 289
Cahfornia — Ch. 27; H. 1330
Connecticut — Ch. 27; H. 524
Delaware — H. 7

Indiana — Ch. 123; S. 189

Maine — Ch. 220; H. 1419
Maryland — Ch. 563; H. 373
Massachusetts — Ch. 57; H. 1100

Michigan — Act 110; S. 212
Minnesota — Ch. 343; H. 1278

Nevada — Ch. 225; S. 83
New Jersey— Ch. 186; S. 18

New York— Ch. 10; S. 867
North Carohna — H. 71

Oregon— Ch. 302; H. 390
Pennsylvania — Act 332; S. 479
Rhode Island — S. 65
Texas — H. 27
Vermont — S. 17

Virginia — (Special Session) Ch,

3; S. 14

Of course, the third reason is that there is a real doubt as yet. Public Law 15 not

having been construed by the Supreme Court, as to whether a discriminatory tax is

vahd or invalid.

About 21 states have proceeded to enact some sort of new tax legislation, most of

which was for the purpose of removing rate discriminations.

Arizona
Arkansas .

Connecticut
Delaware .

Florida

Georgia
(mere increase

Iowa

Maine
Maryland .

Missouri .

New Hampshire
New Jersey

New Mexico
North Carolina

Oklahoma

Oregon
South Dakota
Tennessee .

Texas

Washington
West Virginia

2% — foreign and domestic

2H% — foreign and domestic — fraternals exempt.

2% — foreign and domestic

1M% — foreign and domestic — increases rate from 13^% —

2%
2%

2%

2%
2%

2%
2%
2%

2%
2%
4%

2%

— foreign and domestic
— foreign and domestic

— foreign and domestic

— foreign and domestic
— foreign and domestic

rate reduced
foreign.

from 2K% on

eliminates exemption for Do-
mestic Fire.— foreign and some domestic— foreign and domestic

— foreign and domestic — if New Jersey business is

up to 12H% _ 12K% or more.
— foreign and domestic
— foreign and domestic — 4% workmen's compensation
— foreign and domestic — graduated reduction for local

investment.— foreign and domestic — old law 234% for foreign.

2}/2% — foreign and domestic

2%

2%
2%

foreign and domestic — foreign was 23^%.
SUding scale — according to local investments.

rate reduced to 3.59 — all companies.
foreign and domestic — foreign was 234%.

- foreign and domestic

Basic
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As part of the general process of revamping tax laws about 13 states repealed their

retaUatory laws.

Arizona— C. 100 Georgia — Act 385 N. Carohna — H. B. 811

California — H. 1321 Iowa — H. B. 395 New Mexico — C. 107

Colorado — S. 100 Maine— C. 118 Oregon — C. 302

Delaware — 1-1-46-H. 104 Maryland — C. 365 Tennessee — C. 3

New Jersey— C. 132

It is of some interest to note that tax rate discriminations continue to prevail in

about fourteen states.

Alabama* Michigan Pennsylvania

Indiana Mississippi* South Carohna*

IlUnois* Nebraska* Texas

Kentucky* North Dakota* Wisconsin*

Massachusetts Ohio*

The Supreme Court, of course, did not point out that the major issue to be raised

by the decision was whether the insurance business was to travel along the road of

free and unregulated competition, which would result from a full acceptance of the

Sherman Act or whether the business was to develop a system of regulation, either

state or federal, under laws which would permit rate fixing combmations which

combinations would be illegal under a literal and full application of the Sherman

Act.

It is the struggle with this dilemma which is providing the real drama in the

legislative halls of the country and in the councils of insurance organizations.

To a considerable degree the business after more than a year remains somewhat

uncertain as to which course it will take. The point was well stated in the presiden-

tial address of Newell R. Johnson (Where Do We Go From Here?) before the St.

Paul meeting (June 4, 1945) of the National Association of Insurance Commis-

sioners.

"Those who favor free and open competition . . . argue that keen competition

forces the best in coverage and prices . . . that the business developed . . . under

open competition and that it should continue under such . . . Were we dealing

with consumer goods, this argument might be vahd. If for instance a gasohne price-

war brings low prices to the consumer for a time, he may not be too much concerned

over the freeze-out of some producers. Up to that point at least the entrepreneur

and not the consumer is hurt. But insurance is a continuing contract against

future hazards. The insurance policyholder is vitally interested in the soundness

and success of his company — .... It is a short step from competition that is

keen to competition that is reckless. When premiums are computed with a view

to obtaining a risk rather than of compensating for it, when under-rating is sub-

stituted for underwriting, history proves that calamity follows.

"
. . . there is ample evidence that rate competition alone is a major contribut-

ing factor . . . The history of the Insurance Business under . . . "rugged in-

dividuahsm" does not make a very strong argument that we should now go down

the road of wide-open competition. The business of Insurance . . . should be

properly regarded as a public service institution . . .the time has come when coni-

plete freedom of action can be allowed only in those activities which are not detri-

mental to the public interest.

"It is possible of course to go to the opposite extreme. Some, . . . would advo-

cate . . . complete, rigid regulation . . . would put the business into a legalistic

strait-jacket . . . We may not want free and untrammeled competition . . .

neither do we want regulation that goes beyond making the institution . . . sound

and secure as it continues genuinely to serve the pubhc in a changing world . . .

Neither open competition nor rigid regulation would seem to me the road for us to

travel.

"Unfortunately there is as yet no known middle road. We shall have to drive

such a road through the wilderness ... the three parties who must somehow

* states in which there seems to be no directors' exemptions statute.
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travel on together — the Industry, the States and the Federal Government — have
not agreed, and do not yet seem to know where they want to go — while all admit
is impossible to stay where they are."

The rate regulatory pattern of the past is found in the bureau system and it may
be wise to attempt to build upon and modify it rather than to seek to erect a com-
pletely novel system. In any event shortly after the decision, certain groups began
working on drafts of state rate regulatory laws for the casualty lines. After much
labor, involving many compromises, the "Joint Bill" was finally produced by com-
mittees of the Association of Casualty and Surety Executives and of the National

Association of Mutual Casualty Companies (a part of the American Mutual Al-

liance). This has formed the basis of some controversy, especially with the "inde-

pendent companies," but it has also formed the basis for most of the casualty rate

regulatory laws which have thus far been enacted.

The fundamental principles of the Joint Bill are

:

1. Companies may combine to fix rates but cannot use such rates until they are

approved by state authority.

2. No company is forced to become a member of a bureau.

3. Competition is encouraged.

(a) independents may use their own rates.

(b) bureau members may deviate some bureau rates.

(c) companies may adopt their own systems of expense provisions.

(d) bureau members may appeal to state authority from the action of their

rating organizations.

4. Interstate rating is permitted.

5. Uniformity between carriers is not precluded.

We are witnessing a truly titanic struggle within the industry to reconcile in-

transigent elements within itself in time to take advantage of the opportunity which
Public Law 15 affords, i.e. opportunity to work out for itself an effective regulatory

system rather than to have regulation imposed upon it either by the Federal govern-

ment or by the states. It would seem that time may run out on January 1, 1948.

How long the process would take without the impetus of the S. E. U. A. Case and
without Public Law 15 is highly speculative — perhaps a generation or more. The
industry is experiencing severe growing pains, confusion and uncertainty. Even the

staunchest advocates of state regulation find, at times, that their faith waivers, all

of which is, of course, entirely normal and to be expected.

The results to date can be viewed as indicating that the problem is too difficult for

the states to solve or as showing that the states are accepting the challenge and will

succeed in retaining the right to regulate the business.

There were forty-three regular sessions in 1944-1945 and two special sessions.

The action taken to date, with respect to casualty rate regulation, is as follows

:

Alabama — enacted a Casualty and Surety Rate Regulator}^ Bill which, while

not based upon the Joint Bill, contains several of its provisions. Effective June
16, 1945 but provides that rating plans be filed within 180 days of effective date.

Rates charged thereafter must conform with fifing.

Arizona — enacted what is substantially the Joint Bill — effective October 1,

1945.

Connecticut— effective October 1, 1945 but by virtue of special provision in the

law, the companies need not write policies in accordance with approved filings

until October 1, 1946. Certain sections having to do with filings are effective

August 1, 1946. Otherwise the bill is the joint bill with unimportant variations.

Florida— effective January 1, 1946— follows Joint Bill with minor variations.

Kansas — enacted the Joint Bill with some major changes — effective January

1, 1946. Among the important changes are:

1. The factors which must be considered in making rates under the provisions

of the Joint Bill may be considered under the Kansas Bill.
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2. Similarly, as to statistical plans of other states, i.e., the Joint Bill requires

such consideration of such statistical plans. The Kansas Bill permits them
to be considered.

3. There is an important change in the deviation section which would sub-

stitute a provision that the commissioner shall disapprove if the rate is

"unreasonable" or "excessive." Thus it seems possible to argue that an
inadequate rate can be approved under the deviation section.

Maryland— effective January 1, 1946, but pohcies need not conform until

June 1, 1946— almost exactly the Joint Bill.

North Carolina— July 1, 1945 — not patterned upon the Joint Bill. Work-
men's compensation and automobile Hability previously regulated under non-

partisan bureaus. Additional provisions as to casualty lines conformed rather

closely to the general principles of the Joint Bill.

South Dakota— effective July 1, 1945 (i.e. write pohcies in accord 90 days after

7/1/45) follows Joint Bill closely.

Tennessee — effective September 1, 1945— follows the Joint Bill to a large ex-

tent— Most vital change is that the section on expense provisions, i.e. that

each company may adopt its own, is restricted to groups of insurers.

Texas— Signed and in effect 5/4/45 but the Board of Insurance Commissioners

determines the effective date by kind of insurance. Some of the Texas provi-

sions are identical with those in the Joint Bill. However, workmen's compen-

sation and motor vehicle liability are regulated under another law. The pro-

vision regarding separate expense provisions is absent. In lieu thereof is a

provision requiring consideration to be given to "expenses of operation" as a

factor in rate making.

There is no reference to dividends in the rate making section. No deviations

are permitted. Pohcy and endorsement forms must be filed. This law will

probably be interpreted to require a high degree of uniformity.

Now as to the prophecy — inasmuch as only nine* legislatures will be in regular

session in 1946, it seems reasonably certain that only five or six states will enact rate

regulatory laws during the 1946 regular legislative sessions. In 1947, there will be

approximately forty-four regular sessions. It would seem reasonable to anticipate

that a score or more states will enact rate regulatory laws during the 1947 sessions.

Sixteen study commissions have been created.

Cahfornia ^ Massachusetts South CaroUna

Delaware Nebraska Utah
Idaho Nevada Virginia

Ilhnois New Mexico Vermont
Indiana North Carohna Washington

Rhode Island

The problem of prophesying two years in advance is complicated because so many
different factors are operating. For example

:

1. What will be the final attitude of the National Association of Insurance Com-
missioners?

2. To what extent will independent companies come to regard the provisions of

the Joint Bill as entirely satisfactory to them?

3. Will there be some action in the District of Columbia which may serve to

give some indication as to the view of Congress on the question as to what

type of rate regulatory law should be enacted?

4. How much success will experts in the field of rate regulation have in educating

those whose views are of legislative importance?

* Kentucky, Louisiana, Massachusetts, Mississippi, New Jersey, New York, Rhode Island, South

Carolina, Virginia.
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Another question of extreme importance is — how much variation will there be

in the laws which are enacted and how effectively can rates be regulated without

losing too many of the benefits of open competition?

There is one further prophesy which can be made. Confusion and uncertainty

will certainly prevail for an indefinite period and finally a comprehensive system of

insurance regulation will come about which will, in all hkehhood, be a system of

state regulation, supplemented to an unpredictable degree by federal regulation.

Respectfully submitted, September 12, 1945

COMMITTEE ON REGULATION OF INSURANCE COMPANIES
Franklin J. Marryott, Chairman
Cecil C. Fraizer, Vice Chairman
Robert L. Barton
RoLLiN M. Clark
Harry P. Cooper
J. Roth Crabbe
Frank J. Creede
Thomas J. Cullen
Paul F. Jones
Felix Hebert
Leigh M. Kagy
Henry W. Nichols
Edwin W. Patterson, Ex-officio
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Table G.—Exhibit of Policies in Force
Classified as to Ordinary, Industrial

COMPANY AND KIND
OF INSURANCE

In Force Dec. 31,
1944

No. Amount

New Issues

No. Amount

Revivals

No. Amount

Obdinaet Business

Massachusetts Companies
Berkshire:

—

Whole life .

Endowment
AU other
Reversionary additions

Totals

Boston Mutual:

—

Whole life .

Endowment
All other . . .

Reversionary additions

Totals

Columbian National:

—

Whole life .

Endowment
AU other . .

_
.

Reversionary additions

Totals

John Hancock Mutual:

—

Whole life .

Endowment
All other . . .

Reversionary additions

Totals

Loyal Protective:

—

Whole life .

Endowment
All other . . .

Reversionary additions

Totals

Massachusetts Mutual:

—

Whole life .

Endowment
All other

._
.

Reversionary additions

Totals

Massachusetts Protective:—
Whole life .

Endowment
All other . . .

Reversionary additions

Totals

Ministers Mutual:

—

Whole life .

Endowment
All other . . .

Reversionary additions

Totals

Monarch:

—

Whole life .

Endowment
AU other
Reversionary additions

Totals

New England Mutual:

—

Whole life .

Endowment
All other . . _ .

Reversionary additions

Totals

63,154 $198,444,896

19,498 44,616,398

1,128 6,403,353

2,958,907

83,780

47,652

3,304

2,259

117

5,680

27,834

$252,423,554

24,841 $24,291,294

22,741 19,529,542

70 115,069

16,745

$43,952,650

46,841 $142,222,026

23,488 42,460,860

5,308 28,355,654

75,637 $213,885,340

1,404,903 $1,982,730,060

895,534 1,461,866,682

43,354 155,321,062

5,992,278

2,343,791 $3,605,910,082

$4,186,405

3,344,618

329,150
2,206

$7,862,379

459,754 $1,805,421,891

90,115 341,306,846

7,545 43,144,543

8,020,931

557,414 $2,197,894,211

24,647 $40,824,746

2,775 5,488,594

412 1,588,567

$47,901,907

$40,709
28,279

62

$69,050

12,826 $23,999,383

6,495 13,535,232

949 7,483,846

32,025

20,270 $45,050,486

4,786
2,458
135

$19,283,026
8,340,635

1,914,339

190,552

7,379

2,264

2,598

$29,728,552

$2,786,000

2,807,009

1,615

2,480

1,236

$5,593,009

$9,741,283

5,238,455

4,803,039

5,331

143,203

133,642

7,197

$19,782,777

$220,208,653
282,258,251
45,086,015

480,654

284,042 $548,033,573

568
731
19

$1,027,750

1,319,175

96,400
788

1,318

15,394

12,349

1,157

$2,444,113

$91,093,825
51,622,466

10,847,556

917,212

28,900

1,547

361
121

$154,481,0.59

$3,744,242

1,385,936

665,277

2,029 $5,795,455

$50,800
75,270

16

115

2,993

1,325

207

$126,086

$7,511,524

3,314,065

4,269,447

5,673

367,411 $1,413,373,210

98,226 378,988,202

16,422 82,624,792
22,351,668

482,059 $1,897,337,872

4,525

16,895

16,849

1,726

$15,100,709

$94,810,582
79,517,445

14,535,221

1,367,351

57

102
100

202

117

2,684

2,365

238

5,287

243
150
30

423

35,470 $190,230,599

87

$128,644
175,274

167

$304,085

$150,139
135,415

851

$286,405

$173,644
53,332
133,196

$360,172

$3,161,759

3,798,603

1,304,112

$8,264,474

$4,500
2,500

5,000

$12,000

$623,701
467,246
181,500

2,783

$1,275,230

$9,684
1,000

$10,684

$1,000

$1,000

$96,700
52,500
57,560

$206,760

$203,750
42,050
17,000

$262,800
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Dec. 31, 1945 (Pa.id-for Business)
and Group Insurance.

29

InchEASES

No. Amount

Tkansfeks,
Additions

No. Amount

Tbansfers,
Deductions

No. Amount

Tebminations

No. Amount

In Force Dec. 31,
1945

No. Amount

$6,194

70,255

110
60
216

$530,045
252,080
661,933

235 S888,276
79 242,237
65 313,545

1,714

652
315

$5,582,288

1,680,767

1,596,900
242,602

66,133

21,310
1,099

$211,922,241

51,461,383

7,139,435
2,907,024

$76,449

$2,504
531

2,190
2,294

386 $1,444,058

$20,500
23,250

1,926

379 $1,444,058

26 $24,176
18 21,500

2,681 $9,102,557 88,542 $273,430,083

1,175

1,353

16

$1,300,673
1,354,804

28,393
945

26,023
24,092

57

$25,925,588
21,119,443

91,643
18,094

$7,519

44 $154,970
5 13,042
17 65,275

25,264

256
62
9

$45,676

$1,632,002
242,335
78,800

44 $45,676

43 $181,630
22 58,800
262 1,712,707

2,544

1,202

838
845

$2,684,815

$4,555,390

1,614,238

3,219,478

32,309

50.172 $47,154,768

47,556

25,217

5,493

$149,186,905

46,334,986
28,503,779

839,755

$258,551

647 $979,662
456 737,120

3 122,142

327 $1,953,137

3,778

2,770

14,093

$5,616,630

4,588,592

18,797,856
452

327 $1,953,137

7,662 $9,482,105

8,118 11,756,225

4,861 7,763,417

1,783

2,885

43,450
42,475
13,110

3,421,415

$63,087,698
73,841,891

30,835,649

265,291

78,266 $224,865,425

1,504,103 $2,140,126,961
984,174 1,667,651,132
46,914 182,032,121

6,206,310

1,106 $1,838,924

$4,569

3,112

20,641 $29,003,530

$20,000
5,536

30,500

20,641 $29,003,530

10 $15,536
19 21,000
7 19,500

99,035 $168,030,529

214
207
16

$314,426
292,352

38,000

2,535,191 $3,996,016,524

3,657 $4,913,262
2,769 4,361,589
141 403,550

2,994

$7,681

$367,614
375,607

2,293

36 $56,036

1,066 $5,187,257

358 1,769,702

1,058 3,488,001

36 $56,036

1,193 $4,521,596
414 1,839,142

875 4,084,222

437

8,462

4,235

2,304

$644,778

$44,572,294
19,043,515

11,466,735
244,690

6,567 $9,681,395

466,802 $1,853,600,398
98,323 374,659,210
6,611 42,112,936

8,696,236

$745,514

$25,525
19,731

22,674

2,482 $10,444,960

7 $36,846
21 68,091

38 59,660

2,482 $10,444,960

54 $111,724
6 35,895
6 16,978

15,001 $75,327,234

542
145

43

$1,018,128
253,630
144,449

571,736 $2,279,068,780

25,611 $43,511,191
3,007 6,673,827
522 2,174,751

$67,930 36 $164,597

1 $1,000

66 $164,597

$1,000

730 $1,416,207

$63,000
72,285

9,140 $52,359,769

$27,509
30,264

78

$65,521
983

28,250

$1,000

23 $89,000
17 78,500

62 139,000

$1,000

55 $152,500
33 121,500
14 32,500

118 $138,285

704 $1,345,239
293 579,863
131 1,048,608

530

$57,851

15,145 $30,264,389
7,533 16,279,917
1,076 10,896,995

37,168

$94,754

$206,478
37,007

17,632

1,373

102 $306,500

3,227 $17,292,060
1,429 7,307,632
845 3.175,925

911

$306,500

2.827 $13,486,645
1.232 6.246,807
1,442 8.035,801

7,275

1,128 $2,974,240

7,029 $33,746,565
3,701 15,205,264

1,613 8,423,416

747,925

23,754 $57,478,469

377,747 $1,478,652,870
111,586 444,440,265
15,944 83,911,353

22,966,103

$262,490 5,501 $27,776,528 5,501 $27,776,528 12.343 $58,123,170 505,277 $2,029,970,591
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE

In Fohce Dec. 31,
1944

No. Amount

Nbw Issues

No.

Revivals

No.

Obdinabt Business — Con.

Companies of Other States — Con.
Metropolitan:

—

Whole life ....
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Table G.—Exhibit of Policies in Force

COMPANY AND KIND
OF INSURANCE

In Force Dec. 31,
1944

No. Amount

New Issues

No. Amount

Rbvitals

No.

Obdinaet Business — Con.

Companies of Other States — Con.

Phoenix Mutual:

—

Whole life ....
Endowment
All other . . .

Reversionary additions
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Table G.—Exhibit of Polices in Force

COMPANY AND KIND
OF INSURANCE

In Force Dec. 31,
1944

No. Amount

New Issues

No.

RbvivaiiS

No. Amount

Oedinaht Business—Con.

Companies of Other States—Con.
United Benefit:

—

Whole Ufe ....
Endowment
AU other ....
Reversionary additions
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Table G.—Exhibit of Policies in Force
.
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Dec. 31, 1945 (Paid-for Business)—Concluded
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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)

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

In Force Dec. 31,
1944

No. Amount

New Issues

No. Amount

Transfers from
Insurance Account

No.

Companies of Other States

Acacia Mutual:

—

Individual ....
Group ....
Supplementary contracts
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Other Net
Changes
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Table G-2.—Exhibit and Classification of Annuities and Supplementabi

NAME OF COMPANY
AND

kind of annuity
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Table G-2—Exhibit and Classification of Annuities and Supplementary

NAME OF COMPANY
AND

kind of annuity
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Table M-1.—Sources of Increases and Decreases
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Total
Income

Insttrance Disbursements

Dividend
Accumulations

Maturities, and Commissions,

Deaths Disabilities, Surrenders Supplementary Taxes and Other Total

Annuities Contracts Insurance Expenses Disbursements
Without Life

Contingencies

$23,81'5,059
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Table M-1.—Sources of Increases and Decreases in
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Surplus for the Year ending Dec. 31, 1945—Concluded

Increase Increase

Net Profit

from
Investments
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Table M-2.—Analysis of Inckease in Reserve
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Contributory Retirement Systems in Effect on December 31, 1945.

Table I.

—

^Assets and Liabilities—December 31, 1945.
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CONTKIBUTORY RETIREMENT SYSTEMS IN EFFECT ON DECEMBER 31, 1945

Table I (Cone.) — Assets and Liabilities— December 31, 1945
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Table II.

—

Total Incomes—December 31, 1945.



76 P.D.

Table II (Cone.) — Total Incomes— Decembee 31, 1945
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Table III.

—

Disbursements—December 31, 1945.
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Table III {Cone.) — Disbuksements— December 31, 1945
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Table IV.

—

^Active Membership Exhibit—December 31, 1945.

Name
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Table IV (Cone.) — Active Membership Exhibit
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December 31, 1945

Name of
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Table X.— Massachusetts Wokkmen's Compensation Experience on
1942, 1943 and 1944 for all Classifications under the Scale



Part II

Policies Issued by the Insurance Carriers during Calendar Years
OF Benefits and Premium Rates for those Years respectively

141

Losses Incxtbbed

Policies
Issued
1942

Policies

Issued
1943

Policies
Issued
1944

Peb Cent of Eahnbd
Prbmitjm

Policies Policies Policies
Issued Issued Issued
1942 1943 1944

Loss Cost peb $100 or
Pateoll

Policies Policies Policies
Issued Issued Issued
1942 1943 1944

S61,150
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Table Y.—Massachusetts Woekmen'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
19-12

Policies
Issued
1943

Policies
Issued
1944

Abrasive Wheel Mfg. .
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ISSUED BY All Carriers during the Calendar Years 1942, 1943 and 1944 for

Rates for those Years respectively (see Further Explanation in Footnote)
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Table Y.—Massachusetts Workmen's Compensation Experience

CLASSIFICATION OF RISKS
Code
Num-
ber

Audited Patbolls

Policies
Issued
1942

Policies
Issued
1943

Policies
Issued
1944

Drug, Medicine or Pharmaceutical Preparations Mfg. 461

1

Electric Light or Power Cos.—Operation . . 7539
Electric Light or Power Line Construction . 7538
Electric Power or Transmission Equipment Mfg. . 3643
Electrical Apparatus Mfg.—n.o.c. . . . 3179
Electrical Wiring—installation .... 5190
Electroplating ....... 3372
Excavation—n.o.c. ...... 6217
Eyelet Mfg 3270

Farm Labor 0006
Felting Mfg 2288
Fireproof Eouirment Mfg. ..... 3076
Florists—cultivating or gardening . . . 0035
Food Sundries Mfg. . . _ . . . . 6504
Forging Works—drop or machine . . .3110
Foundries—iron—n.o.c. . . . . . 3081
Foundries—non-ferrous metals .... 3085
Foundries—steel castings ..... 3082
Freight Handlers—no stevedoring . . . 7360
Furniture Mfg.—wood-including assembling . . , 2883

Garbage, Ashes or Refuse Collecting . . . 9403
Gardening—market or truck .... 0008
Gasohne or Cil Distributing .... 8350
Gas Works—all operations 7500
Gear Mfg. or Grinding 3635
Glue Mfg 4653

Hat Mfg.—not straw or cloth .... 2538
Hay, Grain or Feed Dealers . . . .8215
Hospitals and Asylums:

Professional Employees ..... 8833
All Other Employees 9040

Hotels 9052

Ice Cream Mfg 2039
Ice Dealers ....... 8203

Ice Mfg 2150
Incandescent Lamp Mfg 4112

Iron or Steel Mfg. Rolling Mills—n.o.c. . . 3018
Iron or Steel Merchants—not junk dealers . . 8106
Iron or Steel Scrap Dealers . . . . . 8265

Iron Works—shop-ornamental work . . . 3040

Jewelry Mfg. . . . . • • • 3383

Jute or Hemp Spinning and Weavmg . . . 2348

Knit Goods Mfg. 2362

Laundries—all kinds ...... 2585
Leather Goods Mfg.—n.o.c. .... 2688
Lime Mfg 1640

Lumber Yards ....... 8232

Machine Shops-excluding foundry . . . 3632
Masonry—n.o.c. ...... 5022
Mattress or Box Spring Mfg. .... 2570
Meat Products Mfg 2095
Metal Goods Mfg 3400
Millwright Work 3724
Motorcycle Mfg. or Assembling .... 3851

Newspaper Pubhshing 4304

Office Machine or Appliance Installation . . 5191

Oil Cloth Mfg 4490
Oil Refining—petroleum 4740
Optical Goods Mfg 41.50

$2,534,943

16,141,895
294,582

109,892,649
1,704,658
6,752,847
1,052,906
5,702,349
3,305,266

4,435,096
2,387,599
1,700,788
1,541,826
2,120,492
4,455,514
7,802,214
3,659,665
1,302,802
1,698,554
7,458,682

1,253,506
1,807,340
6,-560,519

9,670,707
8,607,488
2,246,972

2,141,223
1,472,680

7,551,099
3,976,429
12,476,680

1,460,888
1,405,443
744,176

11,713,960
1,525,231
1,297,361
493.614

1,730,982

10,292,794
3,657,155

8,041,684

12,851,248
5,645,224
531,405

4,020,376

96,593,156
3,039,775
1,133,544
2,866,073
6,167,456
3,295,991
3,423,065

10,134,462

1,476,606
1,256,048
2,044,956
12,903,428

•53,322,770

16,253,798
159,213

124,746,817
2,031,247
5,559,308
1,613,024
2,945,693
3,093,066

5,784,193
2,183,485
2,050,212
1,716,115
2,423,605
7,691,853
6,361,552
5,133,041
1,324,869
1,379,978
7,352,.543

1,512,598
2,496,978
6,681,974
9,784,453
14,495,458
2,320,765

2,179,276
1,549,268

13,577,164
7,869,275
15,255,727

1,502,240
1,7.52,099

797,789
16,983,257
1,762,301
1,453,555
736,006

2,356,566

11,046,777
2,952,519

8,118,530

14,062,181
5,728,668
544,102

3,693,224

91,949,017
3,182,265
1,161,628
2,2.39,801
6,612,375
2,606,617
2,801,959

10,253,761

2,183,149
1,061,994
2,006,673

14,531,677

82,806,612

16,132,054
269,659

126,736,086
2,292,555
6,456,714
1,761,219
2,777,535
2,604,030

6,120,366
2,226,425
2,599,884
1,986,938
2,690,333
7,462,819
6,084,553
5,369,103
1,095,640
887,531

7,564,790

1,482,643
2,249,311
6,271,000
9,753,398
13,257,698
2,463,071

2,062,897
1,654,300

15,029,008
8,706,103
16,995,143

1,618,924
1,878,808
874,259

8,346,992
1,389,944
1,554,548
635,247

2,429,131

11,710,139
2,819,301

7,943,866

14,914,383
6,794,183
502,960

3,726,911

64,951,282
3,036,211
1,338,768
2,075,137
6,162,893
2,514,864
1,322,466

10,724,717

2,105,418
1,028,245
1,610,291

14,006,806
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Table Y.—Massachusetts Workmen's Compensation Experience
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Fraternal Benefit Societies and Non-Profit Service Corporations

Records of Changes

Below is a list of the corporations which were authorized in this Commonwealth from January 1 to Decem-
ber 31, 1945 and also a list of those which ceased to transact business during the same period.

Corporations Authorized During the Year 1945

Name Location
Date of

Authority

Boston Public Library Employees' Benefit Association, Incorporated . Boston Mar. 12

Employees Mutual Benefit Association N.A.D., Hingham, Massachusetts Hingham Jan. 26

Springfield Wemelco Relief Association, Incorporated .... Springfield Oct. 19

Corporations Ceasing to Transact Business Since Jan. 1, 1945

Name Location Date and Remarks

Chiusano San Domenico Mutual Benefit
Association, Incorporated . . . Boston

Danish Brotherhood in America . . Omaha, Neb.

Italian Mutual Succor Society of Roxbury,
Incorporated ..... Roxbury

La Ligue des Patriotes . . . Fall River

Massachusetts Employees Mutual,Bene-
fit Association of the Friank G. Shat-
tuck Company .... Boston

ReadingPoliceReUef Association, Inc. . Reading

St. Stanislaus Bishop and Martyr Fra-
ternal Benefit Society . . . Chelsea

Stoneham Police Relief Association, Inc. Stoneham

Dec. 2 Dissolved, Sec. 10, Chap. 176 G.L.

July 9 License not renewed

Sept. 11 Dissolved, Sec. 10 Chap. 176 G.L.

Oct. 12 Dissolved, Sec. 10 Chap. 176 G.L,

June 6 Dissolved, Sec. 10 Chap. 176 G.L.

Aug. 31 Dissolved, Sec. 10, Chap. 176 G.L.

Jan. 1 Dissolved, Sec. 10, Chap. 176 G.L.

Apr. 8 Dissolved, Sec. 10, Chap. 176 G.L
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