HOUSE.
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AN ACT
TO CAUSE THE

SEVERAL INSURANCE COMPANIES
TO

MAKE

ANNUAL RETURNS.

©owinontoeaUU of iWassacljusetts.
House

of

Representatives, Feb. G, 1837.

Ordered., That Messrs. Crocker of Fitchburg, Gibbens of Boston, and Parker of Falmouth, be a Committee, with such as the
Senate may join, to consider the expediency of causing the several
Insurance Companies in the Commonwealth, including Mutual Insurance Offices, to make annual returns to the Secretary of State, according to a table which the Committee shall prepare, containing
name, amount of capital, and specifications of the investment of
their funds, to wit—real estate, and where situated bank stock per
list; U. S. stock, or securities ; Mass. do. ; mortgages on real
estate loans, with collateral or other security, specifying in such
list the discount received, or interest to be paid on same ; loans on
bottomry ; cash on hand due on book accounts debts owed by
the corporation other than debts for losses ; debts for losses losses
ascertained and unpaid ; sums insured and amount of dividends;
and that the Committee be directed to add any other statistics they
may deem expedient, and report by bill or otherwise. (A).
;

;

;

;

;

—

Sent up for concurrence.
L. S. CUSHING, Clerk.
In Senate, Feb. 13, 1837.

Concurred, with the following amendment:—At (A) insert,
And also to inquire into the expediency of passing a general law,
and Messrs.
taxing the income or capital stock of said companies
Sage and Sprague are joined.
“

Sent down for concurrence.

CHARLES CALHOUN, Clerk.
House

of

Representatives, Feb. 14, 1837.

Concurred.

L. S. CUSHING, Clerk.

(Eommontotaltij of 2^asßacJ)ustttG.

The Special Joint Committee, to whom were referred the
order of the 6th of February, instructing them to inquire into the expediency of causing the several Insurance Offices in the Commonwealth (including Mutual)
to make annual returns and also, to consider the expediency of passing a general law, taxing the income or
stock of said Companies, have attended to that duty,
and directed me to make the following
;

REPORT:
Upon the question of taxing the income or capital stock
of insurance companies, your Committee have endeavored
to take an impartial and candid view, in its hearings; not
only as affecting the insurance institutions, but the several interests of this Commonwealth.
In examining the subject, three distinct queries presented themselves to your Committee. The necessities
of the State for farther taxation its expediency and its
relative justice, both in connection with the taxes now
directly, or indirectly, paid by these corporations, and also
in connection with others, who, under the authority of
the Legislature, are enjoying the corporate franchise.
;

;
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The inquiry also appeared to them, to involve important general considerations, bearing upon our own enterprize and our sectional vitality in contra-distinction to
other political divisions of the Union, and with such views
have they met the question.
First, on the ground of necessity. Your Committee
;

are not aware that the financial condition of the Commonwealth requires any additional tax. They believe
the State revenues are now equal to all the ordinary
wants of government.
But, for the sake of considering the expediency, we
will admit the necessity of increasing the State revenues;
and here your Committee take the liberty to say, that by
imposing this tax, we do nothing more, nor less, than lay
another indirect tariff upon all articles of commerce, (odious as the word may sound to many) ; as it is almost too
well known to be adverted to here, that nearly the entire
support which these institutions have heretofore derived,
has accrued from marine risks, owing to the low rate of
fire premiums. Now, although this fact may not have
been considered of much moment to those who write fire
and marine both, as in the aggregate they may have realized a fair per cent., it is of additional consequence to
the few r offices with specific capital, who write fire exclusive ; as it will be apparent, that if this business has
afforded little, or no income, and in many cases impaired
the actual capital, to impose a tax on them, will be
but an indirect tax on property now directly taxed, to
wit, real estate ; as when the two alternatives present
themselves to an office, to abandon the business, or enhance the rate of premium, the latter will be adopted;
the landlord pays this additional assessment to have his
property secure, and it goes to make up the item of rent
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charge, bearing peculiarly upon the tenant, or laboring
classes.
But leaving this feature of the case as self-evident, we
revert to our former position. We there said that the
imposition of this tallage would be to all intents and purposes, another excise on all articles of commerce. We
will come to the proof.
The returns of last year show an average dividend of
3-sths
per cent, nearly. But owing to some ambiguity
9
in the order calling for these returns, or a want of the right
understanding of it, some of the offices, in the statement of
their affairs, failed to give their debts and losses unpaid,
&x. consequently, it could not be ascertained how much
any company had necessarily impaired their capital; this
knowledge, so indispensable to a right understanding of
the case, is yet in embryo. However, sufficient is known,
to aver, that this important information would change the
whole view of the question, sweeping off the reserved
profits, and a very considerable fraction of the average
per cent., even if regard is not had to those offices who
have been obliged to wind up their affairs with a loss of
half or two thirds of their capital* within the term of time
embraced in these returns. Under this actual state of
the case, your Committee believe they stand on impregnable ground, when they insist that the average dividend,
to this class of stocks, is neither large, nor unreasonable,
especially, if we take into account, the uncertain, and fluctuating nature of their business, and the moral certainty
of great periodical losses. Your Committee having ascertained that since this Legislature has been in session,
there has been nearly a million dollars of loss, or about
;

*

Eagle and General Interest Offices, and others.
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one tenth part, of all the insurance funds in the Commonwealth impairing the capital, preventing for a time
to come, dividends to stockholders, of which are the
aged, minors and others, dependent upon these stocks for
;

support.

Now liable as these offices are, to lose not only their
well-earned profits, but greatly to diminish their capital, will any well-informed man say that their average per cent, heretofore has been too large ? Your
Committee think not; they believe, all, will admit their
ground tenable, and just. It follows of course, if they
are right, that underwriters will have; (if taxed) a proportionate premium, or abandon the business as unproductive. But insurance must always be had in a commercial
and civilized community, like ours, where its value is appreciated; and it follows, that the importer pays this tax,
and in selling his merchandize, adds enough in the price
to cover this extra expense. We have now got to the
consumers, not only to the affluent, but to those of large
families, with small means.
Another direct tendency of this measure is, to diminish
the amount of insurance, the higher the cost, the less the
demand, not only going to debar men of slender capital
from its benefits, but also to the prostration and breaking
up of those companies, who, by losses, have lessened their
capital, and are stemming the adverse torrent, hoping
that a brighter sun may dissipate the clouds which now
hang over them. This tendency, by reducing competition, only gives a weapon to those sustaining themselves,
to wield, in favor of higher rates of insurance; as your
Committee believe, that the public must rely upon competition for safety, against exorbitant,orexcessive premiums.
Another direct tendency (showing the inexpediency of
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the measure) is, that every company would reduce their
capital to the lowest possible limit, if you tax their stock,
weakening to the same extent, the public security.
Your Committee here beg leave to say, as they have
stated, that competition is the bulwark of safety to the
public, they will adduce facts, as proof.
Our mode of effecting insurance has been until recently
by private underwriting. Even the science is of but recent date; from the rude slabstone of the Lombards
and Flemings it has been gradually assuming consistency of form, until it has arrived to its present symmetry
and beauty. Why, but recently, until our Legislature
adopted the principle of incorporating companies, risks
which were before to the Chesapeake 2 per cent., are
now 5-Bths; which were then to Liverpool 3 per cent.,
are now 1 1-4; to Canton or Calcutta they have fallen
from 5 per cent, to 1 1-2 or 1 l-4th, and others in the
same proportion—(we speak of peace risks.)
This shows
the wisdom of creating this competition; certainly if we
look at the great body of the Commonwealth, the consumers of these articles of commerce, (to say nothing of
the additional comfort and safety, which the insured enjoy, by the establishment of specific capital, above the
responsibleness of the private underwriter.) Your Committee make the above remarks, to show the effect of
competition, and that any measure reducing it, is pernicious in its effects. In every view they have thus far
taken, they have endeavored to show, that, taxing insurance companies, militates against the public or common
interest; they will now consider it as a matter of justice,
by showing in how many ways, they are already taxed.
We require our insurance companies to invest in bank
stock, and, by the facility with which this species of pro-
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perty is converted into money, to meet losses they have
almost of necessity, two-thirds of their capital in this kind
of stocks. They are thereby rendered, almost one and
indivisible, with the banking interest. This bank stock
pays 1 per cent., or a sixth part of its annual income, to
;

the Commonwealth.

Again, when goods

damaged, by perils of the seas,
it becomes necessary for the underwriter, in order to ascertain their value, to sell at auction. Here again, the
office pays 1 per cent., on such sales, as an auction tax,
on a large annual amount.
But this is not all; of the one-third, not invested in
stocks, a portion is real estate, which, as the bank stock,
must be owned within the State.
This also pays a tax.
becomes
to
When it
sell their stock or real
necessary
estate, a common affair, by reason of losses ; an auction
tax reverts to the State in the former case l-10th of 1
per cent., and the latter 1-2 per cent.
Last of all, the stockholder is taxed for the whole over
again, as property liable to be taxed, for all public purposes.
But there are general considerations, which your Committee deem of still more consequence, than any reasons
yet alleged, why insurance companies should not be taxed.
Its suicidal effect, upon all our pursuits, and interests.
i It is well understood, that a sister state has found
means to still increase the immense preponderance which
local situation and other causes has given her above us,
by the different course of policy, which she pursues, towards her banking and insurance institutions.
It is not, however, competent for your Committee to
remark upon this policy, any farther than is relevant to
the question now before them. It is sufficient for them
to say, that while bank interest there is 7 per cent.; while
are
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by their laws,
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as with us, insurance companies own a large
of
bank
stock, and, while that bank stock pays,
amount
nominally, to be sure, to government, half per cent., but
in reality, nothing, as this half per cent, goes to a safety
fund, which adds, to the permanency, and perpetuity of
these banking institutions, while their insurance companies pay nothing Is it any thing surprising, that this
policy should have the direct result, to abstract large sums
from our active resources, to feed and foster the growth
of a city and state, already far beyond us, in means and
ability, at the expense of affording business facilities to
active enterprizc at home ?
What we here, mean to say, and what we believe to be
obviously plain to every legislator is, that while we require our insurance companies to hold their property in
bank stock, and impose exclusively upon that stock, a specific tax of one per cent ; while our banks (with all the
charges of circumvention and contravention of their charters) barely divide six per cent. ; while, on the contrary,
the New York banks divide eight per cent., to still go on
and tax our insurance stock, thereby still aggravating the
case, is tending inevitably, to remove our capital to a more
genial clime, where, as here, by the intimate connection
between insurance and banking, it finds, in the same class
of stocks, a better reward, by at least two per cent.
This abstraction, by facility of intercourse, falls at first,
most heavily upon the sea board, but, in consequence of
the immense sums due there, it soon reaches the country
tradesman, the mechanic, and if not the independent
farmer; the young man who, unable to pay all down, has
mortgaged his lands, and is liable, if he has given the best
security, to be pressed for pay, at a time when money is
not to be had, so that the mortgagee may put his money
:

2
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into the broker’s hands, and get his two, or three percent.
And it may be confidently affirmed, that a lasting pressure is more keenly felt, and creates more real distress, in
the country, than the city.
This general consideration against taxing, is not wholly
perspective. Even now, under our present laws, two
insurance companies have been established in New York,
by our capital, (almost entire), one the past season* Writing risks which would otherwise, many of them, have been
written here. This goes to show, to every candid mind,
the true effect, of adding additional burdens to our own
insurance stock.
Your committee are aware, that it will be urged, that
like the weaver’s shuttle, money is going and returning.
True, it always will be so, to some extent ; but they cannot in conscience, advise a measure, which, in their humble view, is fraught with such evil consequences to the
muscle of their own community ; and with however much
complacency, and lively satisfaction, they may look on, and
view the growth, and prosperity of any other section, of our
great Republic, they cannot recommend a tax, to enrich

that section, at the expense of our own Commonwealth
of our own home and soil, enriched as it is (at the altar
of patriotism), by the earliest blood, of a Davis and a
Warren, and hallowed by the eloquence, of an Otis and an
Adams.
Your Committee will here cite one proof, of the general
viewy they have taken of the question.
In consequence of the better investment of funds at
New York, by their policy in taxation, and rate of interest, the inducements to more favorable investments have
been so considerable, that although, in proportion to the
;

Merchants; we also own large amounts in Atlantic, Jackson, and
others.
*
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business, our means would otherwise be superior to theirs,
yet at the height of the late unexampled pressure, the
first class of paper would bring the money at half per cent.,
less discount, or interest there, than with us.*
And their private bank advocates proclaim, that if their
Legislature will give them certain privileges, and if our
present policy of taxation and rate of interest remains,
they hope to avoid the extent, the keen edge of those periodical money pressures, (the death-warrant of so many

business men.) Thus, while our provident money-lender
is gradually removing to some amount, our real means,
and by this measure of taxing, would still more, the borrower is praying for additional bank facilities, hoping,
by new issues of paper, to make up the deficit, and give
himself the means, necessary for his business.
But your Committee will not pursue this view of the
subject, even, if their common accepted limits would admit of it. It is too painful, to dwell upon.
While your Committee deprecate the policy, W'hich
the abstract question proposes, there is one principle it
contains, which, perhaps, they ought to notice they mean,
that, of taxing income. If this principle could be extended
in the spirit of true republican Justice, to all corporations,
its influence might be salutary. If instead of invidious
distinction, all corporations paid upon their income beyond
per cent, an equal taxf for their immunities, to an extent sufficient for the wants of government, then, it seems
to your Committee, there would be some reason to tax the
income of insurance stock although, then, the nature of
their business, and their importance, would seen to entitle
;

:

See Document of Philadelphia Chamber of Commerce, corroborated
by other respectable testimony.
*

f That is assessed

pro rata to the excess of income above

per cent.

12

INSURANCE.

March

favorable consideration. On this principle, however, they would cheerfully submit to the burden, as the
proposed alteration would better their condition, by the
reduction, in this case, of the bank tax, with which, as
we have said before, there is a community of interest so
forcible, that we can hardly speak of the two classes in
any other way, than as one, and unique.
This principle of taxing income, extended to all who
enjoy the corporate franchise, would have met a hearty
response, from some of your Committee. For they believe, by dividing the burden, more money would be kept
at home.
Stocks actually paid in, and the feverish, inordinate thirst of money-borrowers, for banking privileges,
not, for the sake of paying the State one per cent, tax,
but to sustain themselves, would be much allayed, and
all classes would participate in the benefits of this mode
them,

to

of taxation.
There is only one more view, which your Committee
will take of this question. They have now exceeded the
limits, they prescribed to themselves in the outset; but
their details have been induced, by the consciousness,
that the question before them has been agitated in the
Legislature, more or less, for the last fifteen years.
The view they wish to present, is the position which
these institutions hold, to the State, and to the world.
As Massachusetts men, we are proud to say, that such
is their character, (we speak of them collectively,) the

integrity, by which those, at the head of them are governed, together, with their rate of premium heretofore, that
large amounts have annually been insured, for eastern,
southern, and foreign account, thereby, if not ruined by
adverse policy, giving the State, the advantage ot locality
for a large amount of business of this kind without her
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Under this view, the effect of taxing, and consequent advance of premium upon the general interest of
the Commonwealth, need not be alluded to.
Your Committee will now close this inquiry. Though
many strong views of the subject might still be taken,
they deem, that, sufficient has been said; and if they have
failed to convince others, it is not because they are not
unanimously convinced themselves, of the inexpediency
of the measure.
They, of course, ask leave to be discharged, from farther consideration of the subject.
Upon the subject of inquiry, so far as relating to annual
returns, your Committee are aware, that in preparing the
heads, to he comprised in the table, time and experience
will suggest important alterations, as the forms of business change. Nor do they flatter themselves, in so incipient a state, that the table will draw out every thing,
the public may require ; but upon the expediency of the
measure, they do not believe there can be, on investigation, but one conclusion.
These returns, will enable the public eye, to see at a
glance, the state of these institutions, (holding as they do
an immense power and influence,) the manner, in which
their affairs are conducted, their connexion with banking,
and other business.
Returns, will do away the erroneous impression, that
these offices, on an average, make enormous dividends, an
error, which seems to have infused itself into the public

mind, by those extraordinary exceptions, which will,
more or less, exist, in this kind of business, showing at
periods, great prosperity, and, on the contrary, chequered
by great adverses of fortune.
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Returns, will give the public, a confidence, commensurate with their actual capacity for its service.
Returns, will enable the public to revolve and compare
the relative security of companies, with specific capital, to
those, of mutual insurance.

Returns, will apprize the public, of the manner of investment of their funds, the highest rate of discount or
interest, they receive, in loaning their surplus monies, of
which, owing to the nature of their business, in not dividing the cash paid in, while the risk is outstanding, and
by other causes, there is a large amount.
And though your Committee have spoken without fear
or favor, when they asserted, that those engaged in this
pursuit were, collectively speaking, men of integrity, highminded, and scrupulously faithful in their engagements to
the public, and to government; yet it does them no injustice, nor, disparagement, to say, that there is, and always
will be exceptions: for such exceptions, it is believed, this
requisition will be salutary ; that it will prospectively prevent the recurrence of malpractices, which in some instances heretofore, have been said, to exist.
The requisitions, it is believed, will also meet the views
and feelings of all offices conducted upon fair principles;
and your Committee deem the statistical information,
alone, of sufficient importance for all the inconvenience,
as, the labor necessary to put the public in possession of
the facts required, is, by the perfection of their accounts,
almost nominal.
And finally, it is establishing a just principle of surveillance of the Legislature, on these, as well as other
corporations, the only principle which can be considered
a true and safe one, a principle which your Committee
are persuaded, must ever be, coexistent and coextensive,
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with that rich and priceless inheritance, which marks us,
so prominently, above the nations of the earth.
Entertaining these views, and believing in the efficacy
and use of such a law, your Committee would respectfully recommend the passage of the following Bill.
Bv order of the Committee.

ALVAH CROCKER.

CommoulutaUi) of i«assacl)usttts.

In the Year One Thousand Eight Hundred and ThirtySeven.

AN ACT
To

cause the

several Insurance Companies,
nual Returns.

to

make An-

Be it

enacted by the Senate and House of Representatives, in General Court assembled and by the authority of
,

the same as folloivs
Sec. 1. On the first Monday in July, from and
1
2 after, the first day of March, in the year eighteen hun-3 dred and thirty-seven, the secretary of each insurance
4 company with specific capital, in the Commonwealth,
6 shall make annual returns, which he shall transmit,
6 as soon as may be, not exceeding fifteen days from
7 the first Monday in July, to the secretary thereof.
1
Sec. 2. Each return, shall designate in distinct
2 columns, the several particulars hereinafter named, as
3 they existed, on the above-named first Monday in each
4 July, in substance, as follows, to wit:
3
:

,
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return, shall be signed by the president andsecretary of such insurance company, who shall make

Justice of

the peace, to the truth of
said return, according to their best knowledge and
belief.
Sec. 3. Every insurance company, neglecting to
comply with the provisions of the preceding sections,
shall forfeit to the use of the Commonwealth, to
be recovered by the treasurer thereof, one hundred
dollars for each and every neglect.
Sec. 4. The secretary of the Commonwealth shall
2 furnish two printed copies, of the form of the return
3 required by this chapter, to the secretary of every in-4 surance company, in the months of April or May an-5 nually.

oath, before

some
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Sec. 5. The secretary of the Commonwealth,
1
2 after he shall have received the returns from the sev-3 eral insurance companies aforesaid, shall, as soon as
4 may be, cause to be prepared and printed, a true ab-5 stract from those returns, with each column of such
6 abstract added up, and he shall transmit by mail one
7 copy thereof, to the president of each insurance com-8 pany in the State, and shall submit the same to the
9 Legislature, at the next session thereof.
Sec. 6. The mutual insurance companies, with
1
secretaries, shall be subject to all the duties and
their
2
3 regulations of the preceding chapter, except in the
4 form of their return, together with the treasurer of the
5 Commonwealth, and the secretary thereof, who shall,
6 agreeable to the fifth section, cause a separate abstract
7to be prepared. And the form of the returns for such
8 companies, which he shall furnish agreeable to the
9 fourth section, shall be as follows, to wit:
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