
SENATE.....No. 193.

The Joint Standing Committee on Mercantile Affairs and
Insurance, to whom was referred the communication of the
Secretary of the Commonwealth of April 28, enclosing a
Report of the Insurance Commissioners in relation to the
affairs of the People’s Mutual Insurance Company of Bos-
ton, have considered the same, and

Your Committee are gratified at the promptness displayed
by the Insurance Commissioners in responding to the Order of
the Legislature of March 24. We feel assured by this
evidence of their ready attention to the duties devolving upon
them that the public interests, so far as they can be affected
by insurance companies, will be carefully and vigilantly
guarded by the gentlemen who have been appointed Commis-
sioners under the Act of the present Legislature.

The information imbodied in the Report of the Commis-
sioners is important to a large number of our citizens who
have been “ victimized ” by the operations of the People’s
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Mutual Insurance Company of Boston, and who have been
anxiously waiting to know the result of the investigation
required by the legislative Order of the 24th of March. That
this information may be communicated to the legislature and
to the public at large, we recommend the passage of the
accompanying Order.

For the Committee,

ALBERT J. WRIGHT, Chairman.

In Senate, May 2, 1855.

Report accepted and Order adopted.

Sent down for concurrence.

P. L. COX, Clerk.

House of Representatives, May 3, 1855.

Concurred.
S. N. GIFFORD, Clerk pro tern.
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Ordered, That the Clerk of the Senate cause one thousand
copies of the Report and accompanying papers herewith sub-
mitted to be printed for the use of the Legislature, the same
to be numbered as a Senate Document. Also that a copy of
the same be transmitted to the Secretary of the Common-
wealth, who is hereby instructed to cause the same to be
published in the newspapers authorized to publish the laws.

Commontocaltlj of

In Senate, May 2, 1855.
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Secretary’s Office, Boston, )

April 28, 1855. (

To the Hon. Henry W. Benchley, President of the Senate :

At the request of the Board of Insurance Commissioner
1 herewith transmit a certified copy of their Report to this
office of their doings under an Order of the Legislature of the
24th of March.

Very respectfully,

Your obedient servant,

E. M. WRIGHT.

©omwontoealti) of JHassacJjusetts.
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To the Hon. E. M. Wright, Secretary of the Commonwealth
of Massachusetts :—

The undersigned, the' Board of Insurance Commissioners,
in compliance with the. following Order of the Senate, to
wit:—

Commonwealth of Massachusetts. )

In Senate, March 24, 1850. )

“ Ordered, That the Commissioners appointed, or who may
be appointed, under an act of 1855, concerning a Board of
insurance Commissioners, be requested to make an investi-
gation into the affairs of the People’s Mutual Fire Insurance
Company of Boston, as soon as may be, with reference to the
present condition of said company, and the legality of its past
business transactions, and that the Secretary of the Common-
wealth be directed to notify said Commissioners when ap-
pointed of this Order,—

Respectfully

REPORT:

That, in pursuance of said Order, they proceeded to the ex-
amination of the past business transactions and present con-
dition of said company. It appears from the books, papers
and statements of its officers, submitted to the Commissioners,
that the accounts, investments and business transactions of the
company have been kept and conducted in an informal, if not
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illegal, manner. In the investigation of what the undersigned
considered the most important subject of inquiry—the cash
receipts and disbursements of the company—they find that
funds to a considerable amount are not satisfactorily accounted
for. Upon inquiry for the books of the treasurer, they were
surprised to learn that no such books had ever been kept.
Though the late president stated that he considered the duty
of treasurer connected with his office as president, no entries
of cash received or disbursed appear, except on the cash book
of the secretary. The custom of similar corporations, as well
as the requirements of the statutes, in regard to the election of
a treasurer, and requiring a bond from him, seems to have been
disregarded ; nor has any bond or security been obtained from
any officer having custody of the funds of the company.

By an additional act of May, 1848, the directors were re-
quired to divide into two classes all property insured after
July 1, 1848, which act further provides that “the premiums
and deposit notes of each class, and the assessments for which
members may become liable, shall be held and assessed to pay
the losses occurring in the class to which they belong, and no
other.”

The Commissioners regret to say that this most salutary
provision of the act, intended to protect thatclass of members
desiring insurance upon dwelling houses and farm buildings
from sharing in the losses upon more hazardous property, has
not been faithfully adhered to by this company. It appears
that at least the sum of five thousand dollars of the cash
funds belonging to the first class has been appropriated in
discharge of the liabilities of the second class, without any
security for its repayment—the claim existing only in charges
against the second class on the books of the company. This
misapplication of funds, aside from its illegality, has done in-
justice to claimants for losses in the first class, yet unpaid, to
the amount of about thirteen thousand dollars, postponing
too long, if not forever, the application of the funds they have
honestly contributed, to the just and legal object for which
they were intrusted to the keeping of this corporation.

In their further search for assets, the Commissioners were
informed that this institution had been in the practice of ac-
commodating a similarcompany withtemporary loans, and that
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there is now due from said company about four thousand dol-
lars. The prospect of realizing

(
payment of this claim is by

no means favorable. Though the fact does not distinctly ap-
pear, it may be fair to presume that this amount belongs to
the funds of the first class, as the second class at all times had
abundant calls for its funds to meet its losses.

The transactions thus far noticed occurred prior to Decem-
ber, 1853 ; since which date, few, if any, policies have been
issued, and the proper entries upon the book kept by the sec-
retary from this time to June, 1854, seem to have been
neglected—the transactions appearing only upon numerous
detached memoranda, though amounting to several thousand
dollars. In June, 1854, the president and secretary resigned,
and others were elected to fill the vacancies. At this date, the
unpaid losses in the first class amounted to about thirteen
thousand dollars, and in the second class to about fifty-three
thousand dollars. To meet the losses in said second class,
and expenses of collection of assessment, the directors laid
an assessment of a certain per cent, on the notes and further
liability of the policy holders in each month since 1848 ; which
assessment, if all should be collected, would amount to over
two hundred thousand dollars. The explanation given by the
present president for making an assessment so disproportion-
ate in the aggregate to the sum necessary to discharge the
claims against the company was, that the former assessments
which had been laid, and in part collected, were supposed to
be illegal, and therefore it was necessary to include all former
assessments in this; but in the collection of it, any parties who
had paid any former assessment, and could produce evidence
of it, would have the amount so paid deducted from the last
assessment. In estimating the amount necessary to be real-
ized from this assessment, the allowance made for such as
should be due, but not likely to be collected, was twenty-five per
cent, to which was added $15,000 for expenses of collection
and other services and expenses in closing the business of the
company. This estimate or calculation did not appear on any
books, but from the statement of the president. The assess-
ment last mentioned was upon the second class, and makes
no provision for the first-class losses.

In 1854, a policy was taken by this company in the Traders’
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Insurance Company in Boston, reinsuring the whole unexpired
risk of the first class, amounting to over one million of dollars,
and a note of ten thousand dollars on demand and interest,
given to said Traders’ Company for the cash premium on said
policy, which note remains unpaid.

The Commissioners regard this transaction of reinsurance
of doubtful legality as well as doubtful expediency. The
Trader’s Company was at the time just commencing business,
and its president and secretary were the same persons who had
justresigned the like offices in the People’s Company. The pol-
icy of reinsurance was among the earliest issued by the Traders’
Company, and its assets were merely nominal, except the note
received for the premium on this policy. The arrangement
added little to the security of the original members of the first
class in the People’s Company so long as the note for ten
thousand dollars remained unpaid. In case of a loss upon
property covered by this policy, the Traders’ Company would
only indorse the amount on the note it held against the Peo-
ple’s Company. The practical effect of the entire proceedings
was, to charge the members of the first class in the People’s
Company with the support of another class of officers, at sal-
aries of about §3,000, under the name of the Traders’ Insur-
ance Company. This course can hardly be justified when
the whole history of the People’s Company discloses the fact
that those having the management of its concerns had quite
liberally remunerated themselves for services rendered. An
instance bordering upon generosity was noticed in the perusal
of the records, where, following a liberal assessment upon the
deposit notes, is found the following vote :

“ That the directors, in consideration of services rendered,
be provided with an excursion down the harbor, at such time
as the president shall designate, and that the president and
secretary be directed to make arrangements to carry the same
into effect.”

This instance is given without expressing any opinion of its
propriety, other than may be inferred from the circumstance
that it occurred at a period when many a houseless and hope-
less claimant for losses could obtain no relief from its treasury.

From a general view of the past proceedings of the com-
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pany, the Commissioners cannot say less than that it has not
been managed with that legality, skill, economy, and discretion
which the members had a right to expect of its officers. The
payment of salaries disproportionate to the services rendered ;

the extravagant allowance in commissions to agents and for
collection of assessments; the unjustifiable and unavailing
practice of resisting, by litigation, the claims for losses ; the
careless and insecure management of its funds, have contrib-
uted quite too much to its present embarrasment.

In the hope of correcting any such abuses, and of reducing
the expenses of closing the business of the company to some
system of economy and security, the Commissioners have felt
obliged to apply to the proper judicial tribunal for an injunc-
tion to restrain the corporation from further proceeding with
its business.

A. O. BREWSTER.
NATHANIEL K. ALLEN.
CHARLES L. PUTNAM.

Boston, April 23, 1555.

Secretary’s Office, )

April 24, 1855. j
A true copy.

Attest,
E. M. WRIGHT,

Secretary of the Commonwealth.
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