
HOUSE No. 42.

Insurance Department, Boston, Dec. 30, 1

Hon. William M. Olest, Secretary oj the Commonwealth
Dear Sir : Herewith is submitted for transmission to

the General Court, in accordance with the provisions of law,
such portions of the forthcoming report of the Insurance
Commissioner, as relate to legislative action.

Respectfully yours,

ficimmoinocnltl) of ittassotljnsctta.

GEO. S. MERRILL,
Insurance Commissioner.
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Insurance Department Boston, Jan. 1, 1896.

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
Insurance Commissioner as contain suggestions for legisla-
tive action :

The provisions of the last paragraph of section 16 of
chapter 367 of the Acts of the year 1894 have led to some
confusion in regard to the change in the character of the
corporations therein mentioned. The word “reincorporate”
should be stricken out and a provision inserted by which the
companies named may “avail themselves” of the privileges
of the assessment act.

Under the provisions of the statute requiring in certain
contingencies that the Insurance Commissioner should
appoint a third referee in regard to a disputed fire loss,
there has arisen some as to the payment of the said
referee, and a provision ought to be inserted in the statute
providing therefor.

Under the statute of last year reviving, with a smaller
minimum sum than was required under former laws, the pro-
vision for a guarantee capital for a mutual fire insurance
company, the question has arisen as to the application in
such company when commencing business, of the provision
of the law in regard to the number and amount of risks.
The statute should be amended so as to provide that the
exemption from these provisions should only apply to com-
panies with a guarantee capital of not less than $lOO,OOO.

The statutes of this Commonwealth forbid the transaction
within Massachusetts of any insurance business except by

Commonmcaltl) of illassac^usctts.
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representatives of duly authorized companies. The experi-
ence of the past year and a half has shown that some of the
new mutual fire insurance companies of this Commonwealth
have gone into other States where they had not been legally
admitted, transacting a large amount of business upon which
it is exceedingly doubtful if any assessment can be collected.
The result is that not only in these incursions into un-
authorized territory do the companies of Massachusetts
deliberately infringe upon the laws of other States, but that
in the ultimate event of losses the Massachusetts policy
holders are required to pay a very much larger assessment
than would have been the case had this business not been
illegitimately carried on. The statute should absolutely
forbid companies of this class from transacting business in
States into which they have not been lawfully admitted.

The disastrous failure in one of the cities of the Common-
wealth of a voluntary association holding a very considerable
amount of funds, while not incorporated but promising to
pay gratuities to its members, suggests the desirability of an
amendment to the statute by which such holding of funds
shall be forbidden, except by duly incorporated associations.

The act passed last year legitimatizing the business of
insurance against loss from sprinklers has not entirely met
the public want in this direction, and it would seem as if the
statute might be further enlarged without danger to theC O O

public and in the interest of those having stocks of goods
which they desire to have thus insured.

The work of the Department in all of its branches has
increased three-fold within the past twenty years, while the
number of clerks employed otherwise than in the actuarial
business has not been increased for more than twenty years.
It is absolutely necessary to the proper conduct of the work
of the office that there should be added to the list of em-
ployees an examiner.

While the statutes of Massachusetts require that a license
as agent shall only be granted to a resident of this Common-
wealth, the provision is made that a license as a broker may
be issued to any suitable person. Under this law, citizens
of other States, notably of the adjoining State of New
Hampshire, are given licenses as brokers and are thus
permitted to come into Massachusetts and transact insurance
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business, while the laws of these same States, conspicu-
ously New Hampshire, forbid the granting to a citizen of
Massachusetts any authority whatever to transact insurance
business in such State. It would seem as if the law of
reciprocity or retaliation ought to be so far strengthened as
to forbid the issuance of a broker’s license to transact busi-
ness in Massachusetts to a resident of any State wherein the
laws forbid the issuance of a like license to a citizen of
Massachusetts.

Attention is again invited to the salary of the Insurance
Commissioner. As was stated last year, for several years
prior to 1875 the salary of the Insurance Commissioner of
this Commonwealth was $5,000. By the specific provisions
of chapter 434 of the Acts of the year 1869, entitled “An
Act providing compensation for clerical and actuarial ser-
vices in the insurance department,” the cost of clerical as-
sistance, incidental and contingent expenses are to be paid
out of the fees received from the insurance companies.
These fees, which are in addition to the ordinary and usual
taxes paid by the insurance companies in like form and
manner as any other corporations, are by the act mentioned
specifically provided for the purpose of paying the expenses
of the Department. For many years they have been largely
in excess of the entire cost, and a very considerable sum is
annually paid therefrom into the treasury above the entire
expense of carrying on the Insurance Department. The
companies paying these fees are unanimously in favor of
having a larger portion devoted to the salary of the Insur-
ance Commissioner than at present.

The increase in business since 1875, when the salary was
$5,000, has been enormous, as is shown by the following
comparison of the principal items, giving the business of
companies reporting to the Department:

1875. 1895.

Number of policies in force, 765,422 1,904,413
Amount of same, .........

$1,907,000,000 $4,845,983,742

Receipts of Department, 39,929 57,191
Surplus to State over expenditures, 13,239 24,000
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Further than this, the following compilation shows the
increase in the work of the Department from 1887 to 1895,
during the incumbency of the present Commissioner :

I
iKQ-i Percent.i»jo. Increase.

Level premium policies, number, . . . 2,451,025 8,673,787 254

Level premium policies, amount, . . . $2,586,833,026 $6,395,635,455 160

Fire and marine reported, 12,574,338,031 17,741,429,891 42
Assessment companies, number reporting, . 27 30 11

Assessment companies, amount of insurance, . $655,336,843 $1,373,392,068 110

Fraternals, number reporting 74 273 270

Fraternals, amount of insurance, . . . $34,440,000 $1,298,815,500 3,600

Agents and brokers licensed and registered, . 5,993 16,600 190

Official letters written, pages 1,230 4,884 300

Average increase, 548 per cent.

It will be seen that, even omitting the extraordinary item
of amount of insurance reported by the fraternal corpora-
tions, the average increase is 167 per cent. With this pre-
sentation of facts in regard to the increase of the work and
the accepted facts in regard to the standing of the Depart-
ment, it is again modestly suggested that there would seem
to be no reason why the salary of the Insurance Commissioner
of Massachusetts should not be equal to that of the Super-
intendent of Insurance of the State of New York.

The statute of last year in relation to closing the affairs
of the small fraternal beneficiary corporations, owing to re-
laxing amendments made during its consideration, has re-
sulted in winding up but ten of these corporations. There
remain, not enumerating some thirty police and firemen’s
relief associations, necessarily small, over one hundred of
these corporations with less than 150 members each, and
nearly one-half having less than fifty each. It cannot be
shown that the existence of such number of weaklings is of
possible advantage to the people of the Commonwealth.

Respectfully submitted,
GEO S. MERRILI

Ins Commission








