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REPORT OF THE JOINT SPECIAL CO M M IT
TEE ON STUDY OF M UTUAL INSURANCE 
COMPANIES.

Introduction.
Joint Order Creating Committee.

Organization. —  The Joint Special Committee of the 
General Court on Study of Mutual Insurance Companies 
was created by a joint order of the two branches adopted 
on July 19, 1939.

Pursuant to the terms of the order, the President of 
the Senate appointed Senator Angier L. Goodwin of Mel
rose and Senator Chester A. Dolan, Jr., of Jamaica 
Plain, and the Speaker of the House appointed Repre
sentatives Arthur I. Burgess of Quincy, Edward D. 
Sirois of Lawrence, Carl A. Woekel of Methuen, Joseph 
A. Hines of Wakefield, and Joseph N. Roach of North 
Adams.

At its organization meeting, the Committee elected 
Senator Goodwin as Chairman and Representative Bur
gess as Vice-Chairman. John S. Nolan of Boston was 
elected as secretary.

On March 20, 1940, the Speaker of the House ap
pointed Representative Philip Barnet of New Bedford 
to succeed Edw'ard D. Sirois of Lawrence, who resigned 
when he was appointed assistant secretary to the Gov
ernor.

The Committee first met on December 19, 1939, and 
after several executive meetings, before which appeared 
Commissioner of Insurance Charles F. J. Harrington and
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his associates, the first public hearing was held on March 
20, 1940. Public hearings were concluded M ay 22, 1940.

Because of the limited funds the Committee was forced 
to conclude its investigation after examining the offi
cers of five companies. The nature of the Committee’s 
investigation made it imperative to get as much factual 
information as possible. These five companies, being the 
more recently involved, naturally attracted the Com
mittee to concentrate on them. However, we were ad
vised and believe that in a study of these companies 
there was raised practically every feature of corporate 
organization and management useful to our delibera
tions, and that very few, if any, new problems would 
have been presented if facilities had allowed an examina
tion into all of the companies included in the scope of 
the order. While most of the testimony came from wit
nesses summonsed, others who seemed to be regarded as 
important were out of reach of the summoning power of 
the Committee and could not be brought before it. So 
important were these witnesses that their absence caused 
delays in making some of our conclusions. We feel that 
the absent witnesses could, if they would, disclose many 
matters which remain unexplained, and even after our 
work is completed, we feel that in time further disclo
sures will appear.

Immediately upon the start of the investigation the 
interlocking of the several organizations and the maze of 
conflicting responsibility among the officials determined 
the desirability of the employment of an investigator. 
The Committee therefore engaged the services of a former 
employee of the United States Department of Justice for 
about twenty-one days.

The Department of Insurance has co-operated, but 
the lack of adequate funds makes it impossible to codify 
all the laws relating to the formation of these com
panies, although comparison of those affected at the time 
of the formation and the laws at this time show an effort 
by the Legislature to rectify the causes of some of the 
failures.
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The facts surrounding the issuance of certificates of 
incorporation and the licensing of these mutual compa
nies led us to concentrate to some extent on methods, 
procedure and requirements of those who sought per
mission to write this form of insurance.

A Brief Historical Resume of Companies.
1. The Canton Mutual Liability Insurance Company.

This company was incorporated October 26, 1936, to 
transact liability and property damage insurance on a 
mutual plan. With a guaranteed capital of $25,000, it 
received certificate to issue policies December 12, 1936. 
The original officers, elected October 26, 1936, at its first 
meeting, were:

President, Reuben L. Rose.
Vice-President, Timothy C. Crean.
Treasurer, Samuel H. Flink.
Secretary, Martha Goodis.

The original Directors included the officers mentioned 
above and Eugene Bennett, who resigned January 2, 
1937, Samuel Cooper, William L. Sullivan, and Stanley 
L. P. Robbins.

On January 2, 1937, Eugene Bennett resigned and 
Paul Man nos was elected, although it appears he was not 
a policyholder at that time, as required by law.

Stanley L. P. Robbins also resigned on that date, and 
Herbert L. McKinnon was elected a Director, and also 
Assistant Treasurer, and it also appears he did not be
come a policyholder until February 20, 1937. It ap
pears, also, at this meeting Reuben L. Rose resigned as 
President, and Paul Mannos succeeded him.

At the January 2 meeting it was voted to appoint “ the 
President, Paul Mannos, to sign all checks in the capac
ity of attorney in order to protect its financial rights,”  
and “ that the President, Paul Mannos, draw a salary in 
the sum of $10,000 for the period of one year beginning 
on January 1, 1937, and ending December 31, 1937.”
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On the thirteenth day of December, 1936, the Canton 
Mutual entered into an agreement with the Beacon In
surance Agency, of which more will be said, to become 
effective when Canton received authorization to write 
automobile insurance, appointing the Beacon exclusive 
agent to sell for the Canton policies of insurance and to 
collect and receive premiums thereon.

The interlocking of this agency with the Canton is of 
such importance that a copy of the agreement between 
the Canton and the Beacon accompanies this report, 
marked Exhibit A.

On January 15, 1937, the books show Paul Mannos 
the owner of 235 shares of the total 250 authorized. The 
remaining shares were issued five each to Timothy C. 
Crean, Martha Goodis and Samuel Flink. At the be
ginning this company filed with the Insurance Depart
ment several lists of subscriptions totalling $102,344.38 
as a prerequisite to obtaining certificate to issue policies. 
The examination by the Insurance Department, filed De
cember 14, 1938, discloses the following: “ Tracing the 
examination an effort was made to determine how many 
policies were actually issued to these subscribers whose 
premiums were supposed to have been paid in full. No 
policies were issued to about one third of these subscribers. 
Our examiners were advised that the $100,000 referred 
to above was obtained by the agency (Beacon) from the 
General Securities Corporation . . . and that this sum 
was turned over to the Insurance Company for deposit 
in the Trust Company funds for subscriptions.”

For the year 1937 this company received a total from 
premiums of $807,643.89.

According to the Insurance Examiner’s report at the 
end of the same year it had a deficit of $317,826.56. 
The report further shows that as of September 30, 1938, 
this deficit had increased to $435,258.85. Shortly after 
the Examiner’s report was filed, on or about January 9, 
1939, this company’s license to operate was revoked. It 
is now in the process of liquidation.
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2. The Beacon Insurance Agency, Inc.
The Beacon Insurance Agency was incorporated De

cember 3, 1936, with a capital amounting to $300, which 
was represented to be three shares with a par value of 
$100 each. One share was issued to each of the follow
ing: Samuel Cooper, Manuel Nizel and Evelyn Entis.

The following were elected on December 3, 1936:

President and Director, Samuel Cooper.
Treasurer and Director, Manuel Nizel.
Clerk and Director, Evelyn Entis.

On December 11, 1936, Harry J. Shaw was elected 
Vice-President and Paul Mannos, Assistant Treasurer. 
These same directors and officers were re-elected in 1937 
and 1938.

On December 21, 1936, it was voted “ that Paul Man
nos be authorized and empowered to sign as attorney for 
Beacon Agency, Inc., all checks on said account in the 
National Shawmut Bank of Boston.”  On the same date 
he was given the same authority on the deposits in the 
Harvard Trust Company. On January 8, 1937, he was 
given the same authority on the Mechanics National 
Bank of Worcester.

This agency, organized as a stock company from the 
outset, was recognized as an affiliate of the Canton M u
tual Liability Insurance Company. The agreement at
tached to this report indicates it was a profit-taking 
enterprise which, as will be further shown, was concerned 
with intermingling funds in its business activities as 
agent and broker of the Canton. Although they had 
separate offices in the same building with the Canton 
Mutual, they were on the same floor and the accounts 
were supervised by the accountant representing both the 
agency and the company. Like the Canton, the power 
to sign all checks was with Paul Mannos. The exami
nation by the Department of Insurance, filed December 
14, 1938, shows this agency insolvent on December 31, 
1937, and also at the close of the examination in 1938.
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3. The Broad Street Mutual Casualty Insurance Company.
This company was incorporated August 24, 1937. It 

was licensed by the Insurance Department on December 
30, 1937, to transact accident, health, liability, including 
motor vehicle, property damage and collision insurance.

The first meeting of the corporation was held August 3, 
1937, when the following were elected:

President, William J. Howard.
Vice-President, Theodore J. Hoppe.
Secretary, James A. Dolan.
Treasurer, George J. Philpott.

With the foregoing officers the following were elected 
Directors: John M. Foley, Jr., Arthur J. Drury, John W. 
Spence, Jr., Lawrence Tosi, William G. Smith, and Ed
ward F. Coughlin, making ten in all.

All underwriting transactions were handled exclusively 
by the Hub Insurance Agency, Inc., in agreement dated 
January 1, 1938. This agency had offices in the same 
building and was incorporated just prior to the license 
being granted by the Insurance Department to the 
Broad Street. Here, too, we find interlocking officers, as 
will be later shown. The examination by the Depart
ment of Insurance, as well as a report made by a certi
fied public accountant at or about the same time, shows 
many unexplained inaccuracies in the books and infor
mation submitted. However, it appears that the fol
lowing salaries were voted the officers of the company 
and the Hub Agency:

Company. Agency.

William J. Howard, President, not to exceed §7,500 §15,000
George J. Philpott, Treasurer, not to exceed 5,000 7,500
James A. Dolan, Secretary, not to exceed . 5,000 7,500

In addition to the salaries paid by these two corpora
tions, at least the President and Secretary received addi
tional compensation from the General Premium Finance
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Corporation, the agency through which the Hub Insur
ance Agency financed most of the business written for 
the Broad Street. The General Premium Finance Cor
poration included William J. Howard, George J. Phil- 
pott, and James A. Dolan. The incorporation papers 
show all three of these companies as having been organ
ized at 177 State Street, Boston, where the President of 
each of these companies conducted an insurance busi
ness. All three companies appeared to be the product 
of one mind, William J. Howard. In addition, the in
spection reports filed with this company were found to 
have been made by the Associated Appraisers and In
vestigators which was represented by George S. How
ard, the brother of William J. Howard. In the short 
space of nine months the Broad Street Insurance Com
pany is estimated to have written insurance policies with 
a premium income of $1,289,655.97. This amount was 
estimated from such accounts, reports and information 
available which has been referred to as a source contain
ing “ inconsistencies”  and an “ inadequate accounting 
system.”  No final statement was ever made or prepared.

As a prerequisite to securing a certificate to issue poli
cies this company submitted to the Insurance Depart
ment in 1937 subscriptions totalling $100,212.46, to
gether with evidence that this sum was on deposit to 
the credit of the company. That many of these sub
scriptions were not bona fide was evidenced by the fact 
that $66,625.86 in premiums on account of these sub
scriptions were subsequently marked off, $55,045.87 as 
of January, 1938, and $11,579.99 on September 30, 1938. 
It is apparent that all moneys paid in were not actually 
advanced to the insurance company by the subscribers, 
but were received from other sources.

On December 28, 1938, John T. Noonan, Esq., was by 
decree of the Supreme Judicial Court appointed tempo
rary receiver, and later permanent receiver of this Casu
alty Company.

The company began its operations under serious handi
caps. In the first place, the license from the Insurance
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Department was granted on the thirtieth day of Decem
ber. In the last two days of the year this company wrote 
a tremendous number of policies so that its books, even 
if they had them, were hopelessly swamped by the volume. 
In addition, the principals were inexperienced in the un
derwriting field.

4. The Hub Insurance Agency, Inc.

The Hub Insurance Agency, Inc., was incorporated 
December 14, 1936, and the officers at that time were 
President, Treasurer and Director, William J. Howard; 
Vice-President and Director, James J. Kenney, and Clerk 
and Director, Helena A. Howard.

On December 31, 1937, William J. Howard resigned as 
Treasurer and George J. Philpott was elected to succeed 
him. The next day the Directors voted to pay the Presi
dent a salary not to exceed $15,000 and the Secretary 
and Treasurer a sum not to exceed $7,500.

The Hub Agency had its place of business in the same 
building with the Broad Street Mutual. This agency, 
under an agreement dated January 1, 1938, became the 
exclusive general agent for the Broad Street Mutual In
surance Company for the whole State of Massachusetts. 
Much of the business written through this agency was 
financed by the General Premium Finance Corporation, 
which was incorporated September 20, 1937, with William 
J. Howard, President, George J. Philpott, Treasurer, and 
James A. Dolan, Clerk.

This agreement of January, 1938, provided that the 
Insurance Agency was the exclusive agency in Massa
chusetts, and was to receive 12 per cent commission on 
the net compulsory automobile premiums, 25 per cent on 
all other premiums, and, in addition thereto, 4 per cent 
of the gross premiums written, as an allowance for ex
penses. No fixed time for effecting settlements was desig
nated, and the Hub Agency had the right and co-mingled 
the moneys belonging to the Insurance Company with 
other agency funds. Tracing the examination by the 
Insurance Department of the Broad Street Mutual this
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agency was requested to set its accounts in order. 
Several independent accountants were consulted, but in 
each instance they stated that the condition of the 1938 
records was such they were loath to undertake the task.

5. The General Premium Finance Corporation.

The General Premium Finance Corporation was a 
Massachusetts corporation, founded by the same inter
ests which formed the Broad Street Mutual. It was in
corporated September 22, 1937, with officers as follows:

President, William J. Howard.
Treasurer, George J. Philpott.
Clerk, James A. Dolan.

Howard held all of the 1,000 authorized shares of stock.
This finance corporation was a stock company with an 

agreement with the Hub to finance agency problems. It 
was a profit-taking enterprise. Later we find that on 
December 2, 1938, there was incorporated a company 
known as the General Premium Finance Company, Inc., 
with similar purposes, with J. F. Dwyer, William C. Ray! 
and John F. Philpott as incorporators, giving the business 
address of the company as the same as that of the General 
Premium Finance Corporation, and a letter of November 
30, 1938, filed with the original articles of organization 
of this company shows there was no objection by the 
General Premium Finance Corporation to the use of the 
name of the General Premium Finance Company, Inc., 
which letter was signed by \\ illiam .1. Howard, Presi
dent. The Committee was unable to ascertain whether 
or not the latter company ever engaged in business or 
the purposes of its organization.

Findings.
In all of these companies we find that from their incep

tion these organizations were directed by men of little 
or no experience. The control of the Canton Insurance 
Company and the Beacon Insurance Agency was in Paul 
Mannos, whose experience consisted of operating a paint
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business, with perhaps the additional faculty of having 
political contacts. He continued control of these com
panies until they went into receivership. It was Mannos, 
also, who made the arrangement with the General Secu
rities Corporation of Worcester whereby that organization 
furnished the funds underwriting the prerequisite sub
scriptions. Although he was not an officer of the Worces
ter Company, Paul Mannos testified he had received 
compensation in substantial amounts from them both in 
1937 and 1938, although he had a lapse of memory and 
"could not recall the amounts,”  when testifying, nor 
recall for what services he was paid.

The group of officers and directors, no one of whom 
had previous insurance experience, was a distinct liability 
to the success of these companies. The type of risks ac
cepted and the inexperience in handling claims were both 
detrimental. The confusion of dual responsibility of its 
officers and the constant maneuvering of the financial set
ups were important factors in the involvement of these 
companies. The financial responsibility of those inter
ested was very questionable. None of the officers or 
employees of these companies ever realized that they had 
some duty or obligation either to their policyholders or 
to the public. This fault, or neglect of duty, was evident 
both from the report filed with the Insurance Department 
and from the testimony presented to the Committee. 
The lack of realizing the fiduciary relationships of the 
officers to the policyholders and to the public was ap
parent throughout the whole investigation. This unfaith
fulness and neglect of duty by the officers was evident 
from the reports and the testimony presented.

One of the unexplained acts of the Canton was the em
ployment of a former Commissioner of Insurance. Al
though this might not be unethical, the fact that he was 
the one who authorized the license of this company seems 
to your Committee to be a questionable procedure, es
pecially when his employment came at a time when the 
Canton was dealing with the Insurance Department dur
ing an investigation. He was employed as insurance 
adviser at a salary of $100 per week.
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The Beacon Insurance Agency, with a capitalization of 
only $300 declared a 2,000 per cent dividend seven months 
after it started business. Four thousand dollars of this 
dividend was paid to Mannos. The General Securities 
Corporation did not turn over to the Beacon Agency any 
premiums until they had been paid in full to the Finance 
Company by the policyholders. The Worcester organi
zation simply acted as collector for the partial or time 
payments, receiving their commissions and turning the 
money over to the Beacon Agency when the premiums 
had been paid in full.

The Beacon Agency operated what it termed an “ ex
change account.”  Mannos borrowed sums aggregating 
$30,000 from this account. He explained his borrowings 
as follows: “ There are certain rules that govern the in
surance companies that you cannot draw from them be
cause there are certain rules you have got to follow. If 
we needed to do anything for the Canton, or anything 
like that, we took it and paid it that way where we would 
have no way of getting it otherwise.”

Mannos was unable to tell the Committee what hap
pened to these borrowings totaling $30,000. He remem
bered that the Canton Company had conducted a few 
outings, dinner parties, but failed to explain a single or 
specific item of this exchange account.

The Committee also discovered that records of vital 
importance were not to be found in its probe of the Can
ton and Beacon organizations. The Insurance Depart
ment was unable to locate a most important and missing 
ledger page from the Beacon Agency’s records which 
should have shown the status of the account between 
the agency and the General Securities Corporation.

A $54,000 item due the General Securities Corporation 
for prerequisite subscriptions advanced was cancelled by 
the Beacon Agency through a journal entry at the end 
of December, 1937, despite the fact that the General 
Securities Corporation had a first lien on all notes cover
ing these premiums, and in all probability this obligation 
had been cancelled many months before.
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The testimony of the officers of these companies dis
closed a lack of the essential elements of good business, 
these elements were based on not only the lack of ex
perience but on the realization that it was a “ one-man” 
controlled company.

On January 1, 1938, the Broad Street Insurance Com
pany opened offices in Liberty Square, and in the first 
hour hired fifty persons for office work —  few, if any, 
with any previous insurance office experience.

Across the hall, at the same time, the Hub Insurance 
Agency, Inc., opened its doors, and both the company 
and the agency received applications in such a volume 
that they were unable to keep any form of books. The 
money and applications were literally dumped into bas
kets to be straightened out later.

As has been previously stated, the officers had no pre
vious practical insurance experience, but were friends of 
William J. Howard and members of a social club in West 
Roxbury. No formal books were ever kept. The Com
missioner of Insurance approved a bookkeeping system 
as submitted by an accountant, but this system was never 
put into effect, as it was found impracticable to handle 
the great volume of business received in the first few 
weeks. The accountant, hired supposedly in a supervi
sory capacity on a fee basis, quit in disgust at the end of 
the first month, when he saw the condition of the records.

In October, 1938, the Broad Street engaged the serv
ices of a certified public accountant, one Anthony F. 
Kearney. In three weeks Mr. Kearnej^ found so many 
inconsistencies that he was unable to make an intelli
gent and comprehensive examination. Even President 
Howard’s explanation of the inconsistencies failed to sat
isfy him, and on November 3 he withdrew from the as
signment. The Committee calls particular attention to 
Mr. Kearney’s resignation in which he points out: “ At 
the time I received my certificate from the Massachu
setts Board of Registration of Certified Public Account
ants I signed a statement to the effect that I would 
uphold the ethics of the profession and use due care and
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judgment in the performance of my duties as a practicing 
certified public accountant.

“ In the face of the conditions as I have found them 
and as they have been presented to me I would not be 
able to certify to a report because of my lack of confi
dence in the information from which I should have to 
work.”

Included in Mr. Kearney’s report upon the work he 
had done during his three weeks’ examination of the 
company’s affairs was his discovery of unexplained vouch
ers, pay-roll entries, expenses, pay-roll padding, —  the lat
ter among the principal reasons for his resigning.

The Hub Agency acted as a sole collection agency for 
the Broad Street. Moneys wrere turned over to the Broad 
Street from the Hub, apparently whenever Howard felt 
he needed money, and they were turned over in lump 
sums mostly in $30,000 lots, but the Committee found 
no records to substantiate what premiums these pay
ments represented. Miss Mary Howard, the President’s 
sister, was head bookkeeper, and handled pay-roll dis
bursements, mostly by cash. Pay-roll padding was dis
covered and the system used was brought to light. Offi
cers and employees signed pay-roll cards for amounts 
they never received. Pay-roll checks were drawn for 
even amounts, but Miss Howard cashed the checks and 
paid the employees in cash.

Thomas J. Hoppe, the Vice-President, testified that 
although he had signed a pay-roll card for $4,992 in De
cember, 1938, he had received only $50 a week from 
January of that year to April, and $60 a wreek from 
April on.

Walter Smith, one of the directors, testified to a simi
lar transaction in which he signed a pay-roll card for 
$4,992, but received only $800.

Hub Agency records showed that salaries for the presi
dent of $15,000, for the secretary of $7,500, and for the 
treasurer of $7,500, were voted.

treasurer Philpott denied ever receiving a cent. Sec
retary James A. Dolan admitted signing a pay-roll card



18 HOUSE — No. 2814. [July

for $7,500, but denied ever receiving any part of it. He 
testified he had signed the card as a friendly gesture to 
help the company over a difficult period when the In
surance Commissioner’s investigators were looking over 
the books.

It was testified that directors’ meetings were farcical. 
Six of the directors worked around the office. Whenever 
Howard wanted to “ put anything over”  he would pass 
the word around that there was going to be a meeting. 
He would tell the directors what he had in mind, and it 
was so voted. The Committee could find no evidence 
that the law requiring a seven days’ notice for such 
meetings was ever observed.

In concluding its report on the Broad Street Company 
your Committee wishes to point out that at no time 
could it get clear understanding of what lawyer or law 
firm represented which firm, or how, in the three-way 
Howard set-up.

It was testified that J. Walter Spence w'as personal 
counsel to Howard. It was likewise testified that At
torney Herbert Avery was general counsel for the Broad 
Street concern. At the same time, the firm of Coddaire, 
McMenimen, O’Neill & Kenny had a contract to act as 
general counsel for which it received 6 per cent of all 
premiums written by the same company.

No explanation was ever offered as to the necessity of 
employing all this legal talent. And the Committee found 
numerous cases where the various counsel were in con
flict as to settlement of claims.

It is also pointed out that none of the three counsel 
claiming precedence was able to tell your Committee the 
whereabouts of Mr. Howard, his sister, or any of the 
officers supposedly represented.

Conclusions.

Many of the flagrant reasons for the failures which were 
disclosed by the investigation have been prevented from 
recurring because of the fact that since the organization



1941.] HOUSE — No. 2814. 19

of the companies under investigation there have been 
passed certain remedial statutes, to wit:

Chapter 300, Acts of 1939. Pertaining to prerequisite premiums . . . 
“ and the premiums thereon have been actually paid to it in full in 
cash.”

Chapter 406, Acts of 1939. Act forbidding interlocking directorates 
of insurance agencies or finance companies.

Chapter 488, Acts of 1939, sect. 1. Act establishing additional financial 
requirements for mutual liability insurance companies.

Chapter 357, Acts of 1938. Examination of companies prior to issu
ance of certificates of authority to issue insurance policies.

The Committee, however, does feel that in the best 
interests of the State and the public the following recom
mendations should be adopted:

(а) The Insurance Department should have the right to investi
gate records of all companies that finance insurance premiums in so 
far as pertains to that portion of their business.

(б) The Insurance Department should have the right to approve 
any agreements between mutual insurance companies, agents and 
finance companies.

(c) Ah books, papers and records of insurance companies which 
have become defunct should be turned over to the Insurance Depart
ment to be held for a period of years. It should be a criminal offence 
for a person or persons guilty of withholding or destroying such books, 
papers and records.

(d) There should be closer co-operation between the Insurance De
partment and newly organized insurance companies in order to insure 
(1) proper installation and maintenance of records, and (2) proper 
underwriting.

(e) No licenses should be granted to any company later than thirty 
days before such company is authorized to write business.

The Committee has forwarded a copy of this report to 
the Attorney General of the Commonwealth for such 
action as he may deem proper.
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E x h i b i t  A .

CANTON v. BEACON —  AG REEM EN T.

This agreement entered into this Thirteenth day of Decem
ber, 1936, by and between the Canton Mutual Liability In
surance Company, a Massachusetts corporation having its 
main office at the Statler Building in Boston, Mass., herein
after called the “ Company and the Beacon Insurance Agency, 
Inc.”  a Massachusetts corporation having its principal place 
of business in the Statler Building in Boston, Mass., hereinafter 
called the “ Agency” .

The following agreement made between the parties shall 
become effective from the date the Company received author
ization from the Commissioner of Insurance of the Common
wealth of Massachusetts to write automobile insurance in the 
Commonwealth.

1. The Company hereby appoints the Agency as its exclu
sive agent in the Commonwealth of Massachusetts to sell for 
the Company in said Commonwealth, policies of insurance of 
the classes written and authorized by the Company, and to 
collect and receive the premiums thereon. The Company, 
however, reserves unto itself the right and privilege of taking 
business direct. The Agency accepts said appointment and 
agrees to use its best efforts in the utmost good faith to pro
cure business for the Company, and to remit to the Company 
the premiums thereon as herein provided. The Agency shall, 
at its own cost and expense, maintain an office in Boston and 
an adequate sales and clerical force to solicit and handle busi
ness of the Company as herein provided, and to effect such 
services as may be reasonably required in connection there
with. All transactions hereunder shall be cleared through the 
Boston office of the Agency and the Company. The Agency, 
however, shall not be required to handle nor pay for investi
gation, adjustment or defence of claims made either directly 
or indirectly under the policies issued hereunder, but shall 
co-operate fully with the Company in relation thereto and 
shall immediately forward to the Company reports of any 
accident or claim received by it.
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The Agency shall comply with all reasonable rules, regula
tions and practices of the Company in relation to policy forms, 
the issuance and delivery of policies, endorsements and can
cellations, and the handling of business hereunder.

2. The Agency shall be for a term commencing upon the 
Company being authorized to do business in the Common
wealth and continuing until December 31, 1938.

The Company may, however, terminate the Agency by (60) 
sixty days’ written notice, a copy of said notice to be filed with 
the Commissioner of Insurance.

(a) In the event of breach of the agreement on the part of 
the Agency, provided, however, the termination shall not be
come effective until it has been determined by finding or decree 
of the proper judicial tribunal in the Commonwealth of Massa
chusetts that this has been a breach, and the date of the breach 
shall be determined as of the date of the final decree or finding.

3. As respect to all business written by the Agency or by 
the Company or their sub-agents hereunder, the Company 
shall pay the Agency commissions, to be computed and paid 
on premiums or installments thereof actually received by the 
Company in cash at the following rates:

Automobile public liability . . . .
Massachusetts Statutory Coverage irrespective of policy remit

tance, exclusive of automobile property damage . . 12C
Automobile collision . . . .
Coverage both in and outside of Massachusetts, and for special 

coverage in Massachusetts, exclusive of automobile prop
erty damage, rate on premium for extra territorial coverage 20%

Automobile property dam age..............................  9nc/
Public Liability . . . .  •me/'

Said commissions shall be in full payment of all services ren
dered and of all expenses incurred by the Agency hereunder. 
Should any business procured by the Agency fall within more 
than one of the above classes, the commission thereon shall be 
computed at the above rates on the portion of the premium 
attributed to each class of coverage respectively. All premiums 
shall be computed in accordance with the manual approved by 
the Commissioner. The Agency shall forward to the Company 
copies of all rate charts used during the term hereof. The 
Agency may solicit renewals of business heretofore procured



for the Company by other agents or brokers and shall be en
titled to commission on any such renewals procured by it.

As respects such business, the Agency shall, however, defend, 
indemnify, and hold the Company harmless against any and 
all claims for commission by any third person. The Company 
reports that it has no express agreement with any such agent 
or broker, and that it knows of no implied agreement which 
entitled him to commission on any such renewal.

Where business is procured by the Agency through a sub
agent, the total commission payable to the Agency and to such 
sub-agent shall not exceed the commission herein specified. In 
the event of the payment to the Agency of the commission in 
such business, the Agency shall receive and hold the same in 
trust to indemnify and hold the Company harmless against 
any claim by him.

Adjustments shall be made of the Commission allowed on 
any premium which is subsequently returned to the assured 
in whole or in part.

The Agency shall not be entitled to commission on any re
newal effective after the termination of the Agency agreement 
herein created.

4. The Company reserves the right to reject any risks sub
mitted to it by  the agency hereunder or to cancel the same 
after acceptance by it, unless the Company is required by law 
to accept the same when tendered to it, and then only to the 
extent required by law and only if the tender of such risk is 
accomplished by payment of the premium in full.

The Agency shall immediately cancel or replace any risk 
whenever such cancellation or replacement is requested by the 
Company, and in the event of its failure to do so, the Com
pany may cancel the same, insofar as the law7 permits the same.

5. Except where the Company permits otherwise no appli
cation for insurance shall be accepted by the Agency in behalf 
of the Company unless accompanied either by cash in the full 
amount of the premium or by a cash payment of not less than 
20%  of the premium plus finance charges, if any, and a col
lateral promissory note of the assured in a form approved by 
the Company and the Agency, payable to the order of the 
Company and for the Agency or the finance company, if any, 
in ten or less equal monthly installments, the last of which 
shall be payable not later than November 30 of the current 
policy year. Such note shall be in the form hereto annexed 
and marked exhibit “ B ”  or in such form as may hereafter be 
agreed upon in writing by the Company and the Agency.
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It shall contain, among other things, the name and address 
of the policyholder and the number of the policy issued to him 
and shall constitute any holder thereof, the attorney-in-fact of 
the assured to cancel the policy for non-payment of any install
ment of the note when due. If the note is not payable to the 
order of the Company it shall bear a notation on its face that 
it is received and held in trust for the company, subject to 
the rights of any holder thereof and shall contain such addi
tional provisions as may be approved by the Company and 
the Agency or finance company and such other provisions as 
may be required by law.

All such notes shall be received and transmitted with the 
down payment to the finance company approved by the 
Agency.

¡subject to the rights of the finance company, the Company 
or the Agency, as the case may be, shall be entitled to receive 
said notes with all rights thereunder.

It is understood that the Agency and/or finance company 
may charge the assured in accordance with rate schedules es
tablished by the finance company for accommodation in col
lecting the premium in installments and in undertaking the 
payment of the earned premium to the Company.

6. The Agency shall be obligated to pay to the Company 
within (90) ninety days after the month current the amount 
of premiums minus commissions due to the Agency as pro
vided herein on all policies written through the Agency or on 
all premiums collected by it.

7. The Agency shall pay the Company upon demand any 
balance of earned premiums on any policy hereunder when 
the same is cancelled or expires.

The Company agrees, however, upon request of the Agency 
to cancel any such policy for non-payment of premium. The 
Agency shall also cancel any policy whenever such cancellation 
shall be requested by the Company which it is legally able to 
do. Should it be necessary for the Company to collect any 
such earned premium, the cost of collection including any re
duction in the amount of the premium indebtedness through 
compromise with the assured shall be borne by the Agency, 
not exceeding the commission on the entire earned premium.

8. Unless first authorized in writing by an officer of the Com
pany, the Agency shall not waiver or alter the provisions of 
any policy or endorsement, incur any obligation or endorse
ment, incur any obligation or indebtedness in behalf of or 
against the Company, or sign or affix the name of the Com
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pany to any policy, binder, check, note or other payable, it 
being understood, however, that authority is hereby granted 
to the Agency to countersign registry blanks, automobile en
dorsements and cancellation notices for non-payment of pre
mium and reinstatements insofar as the same may be neces
sary in connection with the routine of handling business for 
the Company hereunder.

All advertising and other printed matter used by the Agency 
in connection with the Company’s business shall be subject to 
prior approval by the Company.

No promise or representation shall be made by the Agency 
to any assured or prospective assured of the Company that a 
dividend will be paid by the Company, unless and until such 
dividend shall have been declared.

9. A copy of each application received by the Agency and/or 
finance company and of each registration blank, endorsement, 
cancellation notice issued by the Agency, shall be forwarded 
to the Company at its home office within forty-eight hours 
after the receipt or issuance thereof. All agent stubs (and 
record copies wherever possible) shall show account numbers, 
which shall be the same as the policy numbers.

10. The Agency shall maintain full, true and accurate books 
and accounts showing all transactions hereunder in such detail 
as it may require, and the same shall be open at all times to 
inspection and credit by the Company who shall assume the 
expense of clerical hire for so doing. The Company may also 
have one or more clerks or other representatives at its own 
expense in the office of the Agency, who shall have access at 
all times to the said books and accounts and to all other records 
of the Agency relating to the business of the Company and 
who shall, at the option of the Company, have joint possession 
and control with the Agency of the notes except as hereinbe
fore referred to and of all cash received by the Agency on 
account of premiums.

11. In the event of the cancellation of any business procured 
by the Agency and on which the premium has been paid to 
the Company the return premiums, if any, shall be paid to 
the Agency (unless payment thereof to the assured is neces
sary to effectuate the cancellation of the policy and the Agency 
shall have neglected or refused to pay the same to the assured) 
by crediting the amount thereof against the current indebted
ness of the Agency to the Company. The Agency shall receipt 
and hold such return premium (whether paid or credited to
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the Agency) in trust for the assured, and shall account to the 
assured therefor and defend, indemnify and save the Company 
harmless from and against any and all claims, demands and 
judgments against the Company for all or any part of such 
return premium so paid or credited to the Agency. The Agency 
shall be entitled to return premium and commission on money 
actually received by the Company.

In no event shall the Agency be entitled to credit for return 
premium unless the amount of the premium received by the 
Company at its home office exceeds the earned premium due 
the Company.

The Agency shall compute return premiums on cancellations 
and shall be allowed credit on a pro-rata basis of the annual 
premium credited for the unearned period.

12. All appointments of sub-agents hereunder shall be made 
by the Agency. Such sub-agents as the insurance company 
shall request shall be bonded by an approved surety company 
and in such amount as the Company shall designate and such 
agents shall enter into such agreement with the Agency in re
lation to the amount and payment of commissions, and the 
collection and remittance of premiums. The Company shall 
pay the premiums on such bonds and the cost of filing the 
appointments. The Agency shall co-operate fully with the 
Company in collecting premiums from sub-agents.

13. Neither party shall assign this agreement or any of its 
rights thereto, without the written consent of the other party 
thereto.

14. All notices hereunder shall be given by registered letter 
addressed to the party to whom notice is to be given and shall 
be deemed to have been given when so mailed.

In Witness Whereof, the parties hereto have caused this 
agreement to be duly executed the day and year first above 
written.

THE CANTON MUTUAL LIABILITY 
INSURANCE COMPANY,

(Signed) By Reuben L. Rose,
President.

BEACON INSURANCE AGENCY, INC.,

(Signed) By Samuel Cooper,
President.








