
HOUSE No. 34

Insurance Department , S 3 Pemberton Square,!
Boston, January 29, 1877. /

Hon. John D. Long, Speaker of the House of Representatives

In conformity to the requirements of an Order adopted in
the House of Representatives January 12,1 respectfully sub-
mit the following suggestions "relative to legislation upon the
subject of insurance ”

;

The laws regulating the business of insurance upon the
mutual principle, should be carefully revised, and additional
safeguards and restrictions adopted, especially in regard to
companies organized under the general law, without guaran-
tee capital.

The Act of 1872 opened a wide door for the organization
of mutual companies, but it contains no provisions designed
to insure the stability and perpetuity of such corporations.

What is known as the "contingent liability” in mutual
companies, should, in my judgment, be abolished, and the
funds of such companies made absolute, in order that the
equities of all members may be sustained.

Provision should be made, either for the redemption of the
guarantee capital of the mutual companies or for a reduction
of the rate of interest upon the same as the liability to loss
diminishes.

The framers of chapter 222 of the Acts of 1874, designed
by that Act to confer upon the companies incorporated by or
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under special charters, the powers and privileges in regard to
dividends which are granted to companies organized under
the general law, and also to subject such corporations to the
restrictions imposed by that law. From a recent decision of
the supreme judicial court, it appears that the Act does not
accomplish the design of its originators and if the Legislature
is of the opinion that all companies should be placed upon an
equality in this respect, further legislation is necessary.

The laws in regard to the deposits of insurance companies
held by the treasurer and receiver-general, do not provide
for a surrender of the same. For the protection of that offi-
cer and the public, the mode of surrendering such deposits
should be determined by statute.

The laws relating to companies of other States, transacting
business in this State, are in part absolute and in part retalia-
tory. The question as to whether, in some instances at least,
they should be made reciprocal, deserves careful considera-
tion.

Assuming that the Legislature does not expect, in this com-
munication, any extended argument upon the topics pre-
sented, I respectfully invite attention to my remarks upon
several subjects, which may be found in the annual reports of
the department, as follows ;

Building Laws. —Twentieth Report, Part 1., p. xlvi, el
seq. ; and Twenty-First Report, Part 1., p. xxii, et seq.

Guarantee Capital of Mutual Companies. —Twentieth
Report, Part 1., p. xlv.

Contingent Liability. —Twentieth Report, Part 1., p. xliv.
Statistics of lircs and the causes of same, also of property

liable to bo destroyed by tire.—Twenty-First Report, Part 1.,
pp. xx and xxii inclusive. The importance of this subject is
tersely stated in the following extract from a circular accom-
panying a draft of a bill prepared by lion. Orrin T. Welch,
Insurance Commissioner of Kansas :

“National and state legislative bodies have thought it necessary
to enact laws and provide for their enforcement, requiring statistics
to be gathered and distributed to the people, showing the products
of the soil, mines, manufactories, forests, flocks, herds, orchards,
fisheries, and almost every other source from which the producers
derive wealth.
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“This class of laws is designed to furnish the people with infor-
mation that will aid them in increasing and improving such products
and their own and the nation’s wealth, and none dispute the neces-
sity for them, or doubt that benefits are derived from their enforce-
ment.
“If it is necessary that the people should have statistics to aid in

the accumulation of wealth, is it not equally necessary that they
should have statistics showing the losses, and their sources, to aid
in preserving such accumulations.

“The ratio of the increase or decrease of the wealth of the
nation, like that of an individual, can be found only by comparing
accumulations with losses.”

In 1874, Hon. Julius L. Clarke, then Insurance Commis-
sioner, in a special report to the Legislature (House Document
No. 6) suggested a revision of the laws relating to insurance
and the expediency of combining all such laws in one general
bill. These suggestions were renewed by the present Com-
missioner in 1875 (House Document No. 10), and he again
invites the attention of the Legislature to this subject. In my
experience in the insurance department I have found various
minor defects in the laws, not of sufficient importance per-
haps, to justify special legislation, but which may properly
be remedied in any law which may be enacted relating to a
similar subject.

Respectfully submitted,

S. H. RHODES,
Insurance Commissioner.




