
SENATE....No. 13T.

Office of Insurance Commissioners 41 Tremont Street, i

Boston, April 14, 1857. j

To the Honorable President of the Senate

In compliance with the Order of February 24th, the Insur-
ance Commissioners have the honor to submit the enclosed Re-
port upon the condition of the Shawmut Mutual Fire Insurance
Company, of Boston.

Yery truly your obedient servant;

JOHN FIELD,
ELIIIU C. BAKER,

Insurance Commissioners.
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To Hon. Charles W. Upham, President of the Senate:

The undersigned, in compliance with the following Order, to
wit:—

“ COMMONWEALTH OF MASSACHUSETTS.

In Senate, February 24, 1857.
Ordered,

That the Insurance Commissioners be, and they
are hereby requested to make an investigation into the present
condition, and past business transactions of the Shawinut
Mutual Fire Insurance Company, of Boston, and report thereon
to the legislature as soon as may be ; making such suggestions
in addition thereto as may by them be deemed advisable in the
premises,”

Respectfully submit the following

11 E P O 11 T:

The Shawinut Mutual Fire Insurance Company, of Boston,
was chartered April Bth, 1858, and organized December 3d,
1853. The first policies were issued January 2d, 1854.

The laws relating to mutual insurance companies in force at
the time this company was chartered, and to which, of course,
it was subject, were comprised in several distinct and separate
acts, which, for the most part, we find were complied with, and
therefore we omit to quote them here. In 1851 an Act was
passed by the legislature, in the following form, to wit;—

Commomucaltl) of iltassacljusctts.
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“ No policy shall be issued by any mutual fire insurance
company, within this Commonwealth, till the sum of one hun-
dred thousand dollars shall have been subscribed to be insured
by such company.”— Chap. 90, sect. 1, Acts of 1851.

Upon examination we find that the Shawmut Company have
never had any list of the various sums subscribed to be insured
in said company, or if ever had in any form, it is not now to be
found ; so that we were obliged, in order to ascertain whether
or not the law of 1851, above quoted, had been complied with,
to resort to the original applications which are now on file in
the office of the company.

Upon examination of these we find that at the time of issuing
the first policy on the second day of January, 1854, the entire
amount applied for was .....$32,550 00
During the month of January there were received

applications for ...... 20,950 00
Amount received in February, .... 11,450 00

“ “ “ March, .... 8,091 00
“ “ “ April, .... 900 00
“ “ “ May, .... 10,810 00
“ “ “ June, .... 8,001 00
“ “ “ July, .... 15,580 00

Total, $108,282 00

These applications all bear date in the months as designated
above, and so far as we can know, were made at the time desig-
nated by the date.

The person who was secretary of the company at that time,
however, states to us, under oath, that there were in the posses-
sion of the company, at the time of the issuing of the first policy,
applications to the full amount of $lOO,OOO ; but he failed en-
tirely to present any proof of the fact from the records, or the
archives of the company; and how far his statement may be
taken in opposition to what appears as a matter of record, is a
question perhaps not necessary now to be discussed. It should,
in justice, perhaps, be stated, that the Secretary, in explanation
of the apparent discrepancy between his statements and the
documents, says, that it was the custom of the company to have
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the applications, as well as the deposit notes, signed in blank,
and filled up at the time the policy issued thereupon. This
may undoubtedly and very properly be true as to the deposit
note, but we think it very unusual, and very improbable as to
the application.

We find a printed form of application, established by vote of
the company, comprising twenty-eight different questions, beside
various stipulations to be binding upon the applicant, and clos-
ing in this form:

“In witness whereof, he ha hereunto affixed his
signature, this day of

,
185

Applicant.”
We think it evident, therefore, that, as a general rule, these

blanks were filled at the time the applicant signed the applica-
tion, and not subsequently.

But admitting the statement of the Secretary to be correct,
then what evidence exists of the fact that the requisite amount
was subscribed ? None whatever, which is, in our judgment,
sufficient to answer the intent of the law. The law requiring
one hundred thousand dollars to he subscribed for insurance
before the issuing of any policies by mutual insurance com
panies, there can be no question, is entirely of a precautionary
character ; the only basis upon which holders of policies in such
companies can rely in case of loss, being the premiums and
deposits of the individual members. If, therefore, any company
cannot show at the time of issuing its policies, the requisite
amount of subscription, or if it claims to have it, but cannot
make the fact appear, the question at once arises, who and what
are holden for payment of possible losses ?

.

If this point is uncertain, then we think the intent of the law
is defeated.

After a full explanation of the records of the company, and
a personal examination of the officers, we have come to the
conclusion that the 90th chapter of the Acts of the year 1851,
has not been complied with by the Shawmut Mutual Insurance
Company, bn# that its action in issuing policies during the first
six months of its existence, was directly in violation thereof.

By the records of the company it appears that the company
was organized December 3d, 1853, and twenty-five directors
were chosen.
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December 9, 1853.—Ameeting of the directors was holden,
eight directors being present, and a committee of three was
chosen to draft a code of by-laws, a form of application, and a
form of policy to be used by the company.

December 14.—Another meeting of the directors was held,
six present. The by-laws, form of application, and form of
policy reported by the committee, were adopted and entered in
full upon the record.

A president and secretary were then chosen.

From this time to August 30, 1856, we find nothing to
attract attention.

August 30, 1856.—There was a meeting of the directors, at
which meeting the following communication was received :

“ August 25, 1856.
“ The undersigned, members of the Shawmut Mutual Fire

Insurance Company, respectfully request you to call a meeting
of the members of said company, at an early date, for the pur-
pose of taking into consideration the expediency of making
alterations in the present by-laws of said company.”

This communication was signed by twenty individuals, just
the number requisite by the by-laws of the company.

By reference to the records, we find that but sixteen of the
signers were members at the date of the communication, and
four became members upon the 28th of August, three days
afterward, and these four being made members by policies of
insurance upon personal property, books and wearing apparel,
amounting in all to $9OO, the premiums on which were $9.

Before this application, thus signed, a meeting of the company
was called, and held on the 11th of September ensuing. At
this meeting, sundry amendments were proposed to the by-laws,
and the secretary was authorized to call another meeting on
the 23d of September.

September 23.—Company met, and the amendments previ-
ously proposed were adopted.

Adjourned to the next day.
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September 24. —Fourteen directors were chosen to fill vacan-
cies ; of these, eight had become members since the 25th of
August, (the date of the initiation of the change,) and repre-
senting, in all, $1,700 of insurance. On the same day, Mr.
Joseph Porter was elected president, and Mr. Atwill Richardson
was elected secretary, both of whom became members on the
28th of August last, and both of whom signed the communi-
cation of the 25th of August.

At the same meeting it was Voted, That the president and
secretary be a committee to revise the by-laws, make a new
form of policy and application, and recommend all other changes
that they may deem for the best interests of the company—the
same to be reported and acted upon at an adjourned meeting.

Adjourned to October 7.

It should be here stated, that prior to the meeting of the 24th
September, as appeared in evidence before the Commissioners,
the sum of*ssoo was paid by Mr. Abijah Richardson (at present
one of the directors of the company, elected September 24,
1856,) to Mr. S. P. Taylor, up to this time the secretary of
the company, for the purpose, as Mr. Richardson says, of inducing
him to resign as secretary, and partook entirely of the nature
of an individual transaction. We think the facts warrant the
belief that the control of the charter, books, &c., of the company,
was the “ quid pro quo" which induced the payment of this
sum.

October 7.—The record is : “The Committee to whom was
referred the subject of examining and revising the by-laws, sub-
mitted their report, and recommended a new code of by-laws.”

The report was accepted.

It was then Voted ,

“That all by-laws heretofore adopted, be
repealed: provided., that this repeal shall not invalidate the
same, so far as they are applicable to any policies which have
been heretofore issued by this company, and are not repugnant
to the new ones, the same to take effect on and after this date.”

It will be observed, that no record is made of any report by
the Committee, proposing any change in the form of the appli-
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cation, or the form of the policy. And the president and sec-
retary, who constituted that committee, say, on examination
under oath, before the Commissioners, that, to the best of their
knowledge and recollection, no change was reported by the
committee, or made by vote of the board of directors. A
slight change in the form of policy was made, however, by
somebody at this time.

December 30.—Another and a greater change was made,
probably by the same parties, of which change, no record
appears.

By this last change the premium note is dispensed with en-
tirely, and the insured, by “ accepting this policy, takes a sum
equal to three times the premium, in the capital stock of the
company; and also binds himself to conform to all rules and
by-laws of the company, and the laws of the Commonwealth
relating to mutual fire insurance companies.”

It may be a question as to what constitutes the capital stock
of a mutual insurance company.

The Commissioners are of opinion that this is a very objec-
tionable feature in transactions of this company.

Ist. Because the original form of policy was agreed upon
and ordered by the company itself, while the form now used
does not appear to have been adopted with the consent or
knowledge of the company, and

2d. Because the present form is unusual, and to some extent
deceptive in its character and operation.

It is deceptive, because the deposit note usually given by the
applicant to a mutual insurance company, being dispensed with
here, and the words “ capital stock ” used in the policy, the
applicant would naturally suppose, when taking a policy here,
that the company has a stock upon which it relies to meet its
liabilities, and that having paid his premium, ho has assumed
no liability to pay any thing in the shape of assessments;
whereas the application (though in an ambiguous form) does
bind him for such contingent liabilities, as follows, to wit:—

“ And if a policy of insurance shall issue on this application
he will do all he has above promised to do, and hereby assumes
all the liabilities specified in said policy , and which by the
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statutes of this Commonwealth persons insured by a mutual
insurance company are subject."

To assist in carrying out this deception, the officers of the
Shawmut Company, on the Ist of October, 1856, issued a
circular in which they set forth, as an inducement for insurance
in that Company, that

“We have also striven to avoid one very great objection felt
by persons insuring in a mutual company, that of giving; a
premium note, which we dispense with."

The whole amount at risk, February Ist, 1857,
was $253,665 00

Cash received for premiums to February Ist, 1857, $5,155 00

Cash paid to same date, for losses, . $822 00
For returned premiums, . . . 74 19
For reinsurance, . . .

. 124 50
For commissions, .... 459 66
For salaries, furniture, and sundry ex-

penses, . . . . . . 8,881 65
4,862 00

Balance cash on hand, .... $293 00

The entire assets of the Company on February Ist,
1857, were, cash on hand, .... $293 00

Due from agents, ...... 1,310 43

$1,603 43

The liabilities were, bills payable, . $750 00
Losses unadjusted, ....4,800 00

55,550 00

The premium notes, and amounts entered as the
liability of parties holding the new form of
policy, ....••••$4,858 57
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In conclusion, from the gross and unwarrantable action of the
officers in the management of the business of the company,
many of whose acts have been directly at variance with the
laws of the Commonwealth, evincing gross incompetency, if
not culpability; from the fact that the company is now unable
to meet its outstanding liabilities without an assessment nearly
equal to the entire statute liability of the policy holders, from the
fact that the company fails entirely to command the confidence of
the community, its history revealing puerility and weakness
from its commencement, and exhibiting a wanton disregard of
the trust reposed by its Act of incorporation, the Commissioners
are of opinion that its further progi’ess will bo injurious to the
insurance interests of the State and hazardous to the public,
and they therefore recommend that the charter of the Shaw-
mut Mutual Fire Insurance Company, of Boston, be forthwith
repealed.

JOHN FIELD,
ELIHU C. BAKER,

Insurance Commissioners.
Boston, April 14, 1857.

2

repealed.




