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House of Representatives, April 10, 1850,

The Committee on Mercantile Affairs and Insurance, to whom
was referred the petition ofthe Agawam Mutual Fire Insurance
Company, for liberty to divide their risks into three classes, and
who were directed by the order of January 11, to consider
and report what alterations, if any, ought to be made in the
forms prescribed for the returns to be made by Mutual Fire
Insurance Companies, in the fourth section of the one hun-
dred and fourth chapter of the Acts of 1849 ; also, the expe-
diency of providing by law, that foreign insurance companies
having agencies doing business within this State, be required
to make returns, similar in form with those prescribed for in-
surance companies chartered by this State : and by the order
of January 21, to consider and report what alterations, if
any, ought to be made in the provisions of the third section
of the one hundred and fourth chapter of the Acts of 1849,
for apportioning the general expenses of Mutual Fire Insur-
ance Companies to their separate classes; have considered
the same, and

Existing laws authorize the division of risks by Mutual Fire
Insurance Companies into two classes. It is believed that a
further division, will tend to carry out more fully the true prin-
ciple of mutual insurance. It is also provided by law, that the
general expenses of mutual fire insurance companies dividing

grommontoialti) of J&assacljusetts.

REPORT:



[April,2 INSURANCE COMPANIES.

their risks into classes, shall be assessed on the amount insured
in each class. It would seem more just to apportion these ex-
penses to the different classes according to the amount of pre-
miums received in each. The most hazardous risks are usual-
ly for the smallest amounts, and pay the highest premiums,
while they require more of the time and attention of the officers
than do the less hazardous.

With regard to returns from insurance companies chartered
in other states, and doing business in this State, it is deemed
inexpedient to legislate at this time.

So various are the modes of transacting business practiced by
the different mutual fire insurance companies in this Common-
wealth, that in the opinion of your committee, no form of re-
turns can be devised, that will convey to the Legislature and
the public, accurate and full information respecting the condi-
tion of these institutions. The fact, that every person making
insurance with a mutual insurance company thereby becomes a
member of such company, and participates in the advantages or
disadvantages peculiar to its mode of doing business, renders
the information expected to be obtained from returns, less im-
portant than it otherwise would be.

Returns are properly required of insurance companies incor-
porated with fixed capitals, because these companies are under
certain legal liabilities and restrictions, especially in regard to
the manner ofinvesting their capital stock, a compliance with
which is deemed important to their usefulness and the public
security. A person getting his property insured by one of these
companies, does not thereby become a stockholder. He has no
interest in the profit or loss of the company, and is merely con-
cerned so far as, in case of loss, his policy shall give him a claim
on its resources. The Legislature, in creating such companies,
requires a fixed capital to be paid in, and invested in specified
securities. A periodical return of the state of the company’s
affairs, furnishes the best means of ascertaining whether these
requisitions have been complied with, and whether the capital
remains unimpaired. And these companies conduct their busi-
ness on uniform principles, by a matured system universally
adopted. Hence, their returns do furnish reliable and valuable
information.

But, in conducting the business of mutual fire insurance com-
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panies, no uniform practice prevails. The oldest company of
this kind, the Massachusetts Mutual Fire Insurance Company,
in Boston, incorporated in 1798, confines its risks entirely to
real estate, issues all its policies for the term of seven years, and
requires the whole amount of premium and deposit to be paid
in money. Other companies take risks to a greater or less
amount, on personal as well as on real property, issue policies
for terms of one year and seven years, and require the premi-
um to be paid in money, taking the deposit in a note on inter-
est. payment of which note, it is understood, will only be re-
quired in case the losses of the company exceed the amount
received for premiums. Others again, require but a small frac-
tion of the premium and deposit in money, the balance being
paid in notes, upon which, when given, it is expected partial
payments will be called for as losses occur. The manner of
keeping the accounts of these companies is as various as are
their modes of transacting business. Questions proposed in
forms of returns, will of course be diversely answered. Under
these circumstances, the information obtained by returns from
these companies will be incomplete and vague, so much so in
the judgement of your committee, as to render them of no prac-
tical use.

Impressed with the correctness of these views, and confident
they will approve themselves to the judgment of the Legisla-
ture, the committee have directed the accompanying Bill to be
reported, which, if it shall pass to be enacted, will authorize
mutual insurance companies to divide their risks into four
classes, will provide for a more equitable apportionment of
their expenses, and repeal the law requiring them to make
returns.

GEO. H. KUHN, for the Committee.
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AN ACT

Concerning Mutual Fire Insurance Companies.

BE it enacted by the Senate and House of Representa-
tives, in General Court assembled, and by the authority of
the same, as follows:

1 Sect. 1. All mutual fire insurance companies, that
2 have been, or shall hereafter be, incorporated in this
3 Commonwealth, are hereby empowered to insure any
•I property included in the terms of their charters, and
5 situated in the states of New York, Vermont, New
6 Hampshire, Maine, Rhode Island, and Connecticut.

1 Sect. 2. All property that shall hereafter be in-
-2 sured by said companies, may be divided by the
3 directors thereof, at their discretion, into any number
4 of distinct and separate classes, not exceeding four.
5 The policy of each member of any company, dividing
6 its risks into classes, shall designate the class of risks
7 with which he is associated; and the premiums and
8 deposit notes of each class, and the assessments for
9 which members may become liable, shall be held and
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10 assessed to pay the losses occurring in the class to
11 which they belong, and no other: provided, however,
12 that no policy shall be issued by any company, to
13 cover property in any separate class, until the amount
14 of one hundred thousand dollars shall be subscribed
15 to be insured in such class.

1 Sect. 3. The general expenses of any company,
2 not strictly applicable to either class, shall be appor-
-3 tioned to each class, according to the amount of pre-
-4 miums received in each; and in any division of the
5 funds of any company, and in all returns of premiums
6 and deposits, each member shall be entitled to re-
-7 ceive only his proportional part of the funds belong-
-8 ing to the class of risks with which he is asso-
-9 ciated.

1 Sect. 4. This act shall not take effect in refer-
-2 ence to any company, until the same shall be adopted
3 at a meeting of such company, called for the pur-
-4 pose; and any member of a company adopting this
5 act, who shall dissent from such adoption, shall have
6 the right, at any time within three months after
7 such adoption, to cancel his policy after having dis-
-8 charged all assessments and sums due from him under
9 his policy.

1 Sect. 5. The act, entitled “An Act concerning
2 Mutual Fire Insurance Companies,” passed on the
3 fourteenth day of April, in the year one thousand
4 eight hundred and forty-nine, is hereby repealed:
5 provided, this repeal shall not invalidate the doings
6 of any Mutual Fire Insurance Company, under au-

-7 thority of the provisions of said act.




