
HOUSE No. 62.

Insurance Department
Boston, Jan. 1, 1895.

To the Honorable the Senate and House of Representatives in General
Court assembled.

In accordance with the provisions of law, herewith is sub-
mitted such portions of the forthcoming report of the insur-
ance commissioner as contain suggestions for legislative
action.

Respectfully submitted,

GEO. S. MERRILL,
Insurance Commissioner,

In the revision of the insurance statute last year two typo-
graphical errors occurred which should be corrected. The
word “ fire” in the last paragraph of section 20 should be
stricken out; and the word “ issued ”in the standard policy,
following the restrictions as to camphine, benzine, naphtha,
etc., should be changed to “ used.”

As policies written during the present year for the longest
term allowed by law will not expire until the year 1900 the
second “ 18 ” in the dates given in the standard policy should
be stricken out and space left blank.

To harmonize the different provisions of the statute in
regard to agents and brokers the word “ suitable” should be
inserted in the second line of the second paragraph of section
93, between the words “any’’and “person,” or the addi-
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tional provision made that the commissioner may refuse a
broker’s license to any person already convicted of violation
of the insurance statutes.

The retirement from the department, to accept a much
more lucrative position, of Deputy Commissioner W. S.
Smith, who for nearly seventeen years had also filled the
position of actuary, will necessitate the amending of the
statute so as to provide for an actuary for this department.

By an error in the revision of the statute prescribing the
printing of reports the number of life reports of this depart-
ment was accidentally reduced, and the law should be
amended or additional provision made for one thousand
more copies.

The insurance companies transacting business in iMassa-
chusetts pay, in accordance with law, precisely the same
form and amount of taxes to the Commonwealth as is required
of corporations of any other character. In addition, when
the insurance department was established, valuation, license
and other fees were required of the companies to maintain
the cost of carrying on the department. Owing to the
immense increase of the business, far beyond the increase in
expenditures to conduct the same, these fees have not only
paid the entire salaries and other expenses of the depart-
ment but have returned an ever-increasing revenue to the
Commonwealth, the excess during 1894 being thirty-eight
thousand six hundred dollars ($38,600). The valuation fee
has been from time to time decreased, until it is now but one-
fourth of one per cent, per thousand dollars of insurance, and
it does not seem, in the nature of the business, to be desira-
ble to further decrease any of the fees, but it will be admitted
that as all these extra demands upon the companies were
established for the sole purpose of meeting the actual
expenses of the insurance department, the Commonwealth
ought not, in any degree of justice, to receive more than is
expended by the department for its annual cost. The com-
missioner recommends that, as a matter of entire equity to
the companies, it be provided that the excess of the agents'
fees over the actual cost of the department be paid back in
a proportional rate to the companies contributing the same.

Section 21 of the insurance statute provides that “No
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oral or written misrepresentation made in the negotiation of
a contract or policy of insurance, by the assured or in his
behalf, shall be deemed material or defeat or avoid the policy,
or prevent its attaching, unless such misrepresentation is
made with actual intent to deceive, or unless the matter mis-
represented increased the risk of loss.” The intent of the leg-
islature in this section is perfectly clear. It was to prevent a
corporation from setting up a mere technical misrepresenta-
tion, which in no degree affected the risk or increased the lia-
bility of the company, as a defence after the policy shall have
become due. Since the passage of the act some of the com-
panies have put into the application a warranty by which
the insured warrants each and all of the statements in the
application to be true. A recent decision of the Superior
Court, which is now pending upon appeal in the Supreme
Court, to the effect that a warranty is not such a misrepre-
sentation as is covered by the above section, practically nulli-
fies the entire provision contained in said section, and the
same should be at once amended by inserting “warranty”
therein.

Attention is called to the suggestion made in the Life
Report of last year in relation to the necessity for legisla-
tion providing for the closing of assessment and fraternal
corporations which have dwindled in such a degree as to ren-
der their further existence only a menace to the interests of
the public. It was shown that altogether nearly one hun-
dred fifty of these corporations have a membership of less
than two hundred each, arid the statute at present makes no
provision for the closing of their affairs. During the past
year there has been organized in this Commonwealth an ad-
ditional thirty-five, and four of this class of corporations
have been admitted, making altogether nearly three hundred
fifty now transacting business in Massachusetts. No one
will contend that there is room for one-half of this number
to successfully compete for insurance on the lines in which
they are conducted, and in addition to providing for a
method of closing the weaklings, restrictions should be
thrown around the organization of such institutions so as to
preclude the formation of such a large number, very gener-
ally intended for the benefit of only a few individuals.
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Attention is again called to the necessity of legislation

forbidding fire insurance companies from paying losses while
an investigation is pending in relation to the cause of the
fire.

In accordance with the provisions of law as now existing,
domestic insurance companies may appoint agents at their
pleasure, these not requiring, as in the case of foreign com-
panies, a license from the insurance department. No little
confusion arises in cases of complaints against individuals
for acting without authority, from the fact that under this
condition of affairs the department has no knowledge as to
who may be acting as agents of domestic companies, prop-
erly authorized by the same. The law should be amended
to provide that domestic insurance companies shall forward
to the department, for registry, the names of all agents
appointed, and that no person shall be authorized to act as
such agent until such registry shall have been made.

For six years prior to 1876 the salary of the insurance
commissioner was five thousand dollars per year.

Comparing the year 1875, the last in which the salary was
five thousand dollars, with 1894, the business of all the life
insurance companies transacting business in the Common-
wealth shows the following

1875. 1894.
Number of policies in force, ,

.
. 765,422 1,790,000

Amount of same, $1,907,000 $4,750,000,000
Receipts of department 39,929 ' 68,364
Surplus to State over expenditures, . 13,239 88,600

Fire and other insurance have increased in about the same
proportion.

The actual assets of all of the companies doing insurance
of various kinds in Massachusetts amounted last year to
thirteen hundred millions of dollars ($1,300,000,000), and
the computations of the department in relation to all classes
of insurance reached an aggregate of thirty-six thousand
millions of dollars ($36,000,000,000).

In view of the foregoing statement, and in the light of the
salaries paid to similar officials in other States, it is modestly
suggested that the salary of the commissioner of this Com-
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monwealth might equitably be increased.


