
HOUSE....No. 91.

House of Representatives. Feb. 20, 1855,

The Committee on Mercantile Affairs and Insurance, to whom
was referred an Order to inquire into the expediency of
establishing a Board of Insurance Commissioners, have con-
sidered the same, and submit the following

A glance at the “ Abstracts ” drawn forth from year to year
by existing laws abundantly shows the importance of the sub-
ject ; but as the business of Insurance Offices is not limited by
State lines, it is impossible to ascertain from these returns the
precise amount of property belonging to citizens of this Com-
monwealth which is insured by companies incorporated here or
elsewhere. It is sufficient to say that it is not probably much
less, at any time, than $400,000,000. The amount paid annually
by our citizens for the security they enjoy on this amount
is not far from $8,000,000. This immense responsibility is
divided among one hundred and twenty-four offices for marine,
fire, and life insurance incorporated in this Commonwealth,
and among forty or more incorporated in other States. While
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the general promptitude with which losses have been paid,
amounting to several millions annually, and this year, in cases
of the home companies alone, to the large sum of nearly
$‘7,000,000, abundantly shows the value of insurance, facts
revealed by the abstracts prove that it is far from having reached
the perfection of which it is capable.

These facts indicate that the degree of security offered by
the policies of different companies must be very deficient, and
show that some of them are ill
tingencies. And the experiem
shows that the amount of losse,
quite a different thing from the
insured, or due to them by tfi
multitude of cases settlement

provided against adverse con-
e of many unfortunate men

i actually paid by the offices is
amount claimed by the parties

■ awards of appraisers. In a
is effected by a compromise,

in which the parties insured accept less than what is fairly their
due under the policy, because of the expense, delay, and loss
to their business which would ensue from the litigation neces-
sary to compel the payments of the whole. This is notoriously
the case with companies that most anxiously solicit business,
allure it with low premiums, and issue policies with little
caution as to the risk. Many, to their cost, have found such
insurance dearest in the end, and not a few have found it little
better than worthless. It often seems as necessary that the
holder of a policy should be insured against the fraud of
the insurer as that his buildings should be insured against fire.
It is obvious that, without any supervision .of State authority,
the condition of things will be still worse.

The law that requires detailed reports annually, and regu-
lates the character of investments, has its wisdom sufficiently
illustrated in what has happened to a company whose president
recently took upon himself to change a large portion of its in-
vestments contrary to that law, and who then fled from the
country, leaving the company to wind up its business at the
expense of the stockholders, and, perhaps, of the insured. But
if the State interferes to regulate this business at all, it should
do so in the most practical and effectual manner ; and this Com-
mittee is clearly of the opinion that the same kind of supervision
which has been found most effective in relation to Banks will be
so in relation to Insurance Companies, whether for marine, fire,
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or life risk. A Board of Commissioners, with powers to visit
companies, inspect books, and examine officers under oath,
has such manifest advantages over a mere requirement to an-
swer once a year to the questions of a printed schedule that it
requires no argument if the public interest to be watched over
is of sufficient importance to justify the expense. If the
interest of bill-holders and depositors, amounting to about
$40,000,000, is of importance sufficient to justify the em-
ployment of a Board of Bank Commissioners, this Com-
mittee can see no reason why an interest amounting to
$400,000,000, divided among about as many insurance com-
panies as there are banks, should not have a similar Board to
take care of it.

To a man of sound judgment it must be obvious that the
difference to the public between good and insufficient care of
such an interest must be, annually, many times the cost of
such a Board. Such a Board could not fail to detect the signs
of approaching insolvency, and give seasonable warning in
many cases ; and every where it would have a strong tendency
to check progress in that direction, as well as to prevent reck-
less and fraudulent concerns, both of which are too apt to
occur, and which can flourish only in false representations.

The experiment of commissioners to investigate and super-
vise the affairs of our banks is universally regarded as success-
ful. We must expect that there will be professed sceptics on
this point as long as there is any need of commissioners.
Where men are honest, they naturally think themselves too
thoroughly so to need watchin ;; where they are otherwise,

bed. Hence the institutionsthey have no desire to be wat
it quite needless to place am question are sure to presum
On the other hand, it may

the great public feels a suffi-
and thus the voices that are

board of supervisors over them
be that no single individual of
jient personal interest to speak

heard may be against commissioners, and the current of public
opinion may seem to set against their appointment, while the
fact is quite otherwise with the great mass of the business
men of Massachusetts. The committee think there is no
shadow of doubt as to the utility of Bank Commissioners.

But no reason can be assigned why insurance companies are
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less likely than banks to fail in discharging their duties, or
why they are more likely than banks to give exact and honest
replies to a schedule of questions; and the committee think it
must follow, either that the law creating Bank Commissioners
should be repealed, or one creating a similar board of super-
visors over insurance companies should be established. And
if we are correct in thinking that such a supervision of the
banks is satisfactory to the people, we are confident that simi-
lar legislation in regard to insurance companies will be ap-
proved by those who have made it our duty to legislate where
legislation is required for the public good.

But while the institutions for marine and fire insurance
require commissioners equally with banks, the case is much
strdnger with life insurance—a business in which a great
increase is both desirable and probable. In respect to the
principles on which these institutions do business, or ought to
do it, the public generally are little informed, and consequently
they are expected to be duped. And in regard to some of
them, especially the foreign offices doing business here, the
laws hitherto devised have, in a great measure, failed to test
their solvency, or to elicit reliable statements to show the value
of the security which they oiler. These foreign companies
are more numerous than our own, and the history of some of
them, as well as of some among our own companies, during
the past few years, furnishes instances of reckless knavery
hardly surpassed in the annals of fraud. There are many
instances where policy-holders have withdrawn from a rotten
company with the sacrifice of all past payments. In others the
survivors of the deceased have found that their trust was
baseless. And we believe that with some of the companies
this evil increases from year to year as the age of the assured
increases and as losses become more frequent.it

appointed, with sufficient
allowed to do business in this

Were suitable commissione:
powers, no companies would be
State without showing, not onl;
such provision for the future a

their present solvency, but
prudence and experience de-

mand. These are some of the reasons that have induced the
committee to report the annexed Bill, creating a Board of
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Insurance Commissioners, and defining their duties. In making
up this Bill we have copied the law regulating the Bank Com-
missioners, making such alterations for the accomplishment of
our object as the case demanded.

J. M. HOOD, Chairman.



[Feb.6 INSURANCE COMMISSIONERS.

AN ACT

To establish a Board of Insurance Commissioners.

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. There shall be appointed by the gov-
-2 ernor, with the advice of the council, on or before the
3 first day .of May next, three persons, to be styled In-
-4 surance Commissioners, who shall exercise the powers
5 and perform the duties hereinafter specified for the
6 term of three years, and until their successors shall
7 be appointed and qualified; provided, however, that
8 the person first named of the said commissioners
9 shall go out of office at the end of one year, and the

10 person next named shall go out of office at the end
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11 of two years, and the person third named shall go
12 out office at the end of three years, and so on in
13 rotation afterwards, each commissioner at the end of
14 three years ; but any person going out of office may be
15 reappointed: and provided, further, that the governor,
16 with the advice of the council, may at any time re-
-17 move from office any or all of the said commissioners,
18 and mav fill all vacancies.

1 Sect. 2. The said commissioners, or any two of
2 them, at least once in every two years, and as much
3 oftener as they may deem expedient, shall visit every
4 insurance company of all kinds which has been, or
5 may be, incorporated by authority of this Common-
-6 wealth, and shall have free access to their books and
7 papers, and shall thoroughly inspect and examine all
8 the affairs of the said insurance companies, and make
9 any and all such inquiries as may be necessary to

10 ascertain the condition of the said corporations, and
11 their ability to fulfil all their engagements made by
12 them, and whether they have complied with the pro-
-13 visions of law applicable to their transactions: and
14 provided, always, that the said commissioners shall
15 examine all insurance companies within one year
16 after they shall go into operation, and shall pre-
-17 serve in a permanent form a full record of their pro-
-18 ceedings, including a statement of the condition of
19 each company.

1 Sect. 3. The said commissioners, or either of
2 them, may summon and examine under oath all
3 directors, officers or agents of said insurance compa-
-4 nies, and such other witnesses as they may think
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5 proper, in relation to the affairs, transactions and con-
-6 dition of such corporations ; and any such director,
7 officer, agent, or other person, who shall refuse, with-
-8 out justifiable cause, to appear and testify when
9 thereto required as aforesaid, or who shall obstruct in

10 any way any commissioner in the discharge of his
11 duty, as prescribed in this act, shall, on conviction
12 thereof, be subject to a fine not exceeding one thou-
-13 sand dollars, or imprisonment for a term not exceed-
-14 ing one year.

1 Sect. 4. In addition to the examination herein
2 provided for, if any five or more persons, who shall
3 be officers, stockholders, members or creditors of any
4 insurance company, shall make and sign a certificate
5 under oath, setting forth their interest and the rea-
-6 sons for making such examinations, directed to the
7 commissioners, requesting them to examine the insur-
-8 ance company which may be designated by them, it
9 shall be the duty of the said commissioners to proceed

10 forthwith and make a full investigation of the affairs of
11 such corporation in the manner hereinbefore provided.

1 Sect. 5. If upon examination of any insurance
2 company a majority of the said commissioners shall
3 be of opinion that the same is insolvent, or that its
4 condition is such as to render its further progress
5 hazardous to the public or to those holding policies
6 against said corporation, in any such case it shall be
7 their duty to apply to some one of the justices ol
8 the supreme judicial court to issue an injunction to
9 restrain such corporation in whole or in part from

10 further proceedings with its business until after a full
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11 hearing of the said corporation can be had; and such
12 justice shall forthwith issue such process, and, after a
13 full hearing of such company upon the matter afore-
-14 said, may dissolve or modify the said injunction, or
15 make the same perpetual, and make such orders and
16 decrees to suspend, restrain, or prohibit the further
17 prosecuting of the business of such corporation, as may
18 be needful in the premises, according to the court of
19 chancery proceedings, and at his discretion may
20 appoint agents or receivers to take possession of the
21 property and effects of the corporation, subject to such
22 rules and orders as may from time to time be pre-
-23 scribed by the supreme judicial court, or any justice
24 thereof in vacation. And the said commissioners shall
25 have power to appoint a clerk of their hoard, pre-
-26 scribe his duties and fix his compensation, whenever
27 the public good may in their opinion demand such
28 appointment.

1 Sect. 6. The said commissioners, in the month of
2 December, annually, shall make a report to the secre-
-3 tary of the Commonwealth of the general conduct
4 and condition of the corporations visited by them,
5 making such suggestions as shall by them be deemed
6 expedient; and if any of the said corporations shall?
7 in the opinion of the commissioners, be found at any
8 time to have violated any law of this Commonwealth,
9 they shall forthwith make a special report on the

10 subject of such violation, containing such statements
11 and remarks as they may deem expedient, to the
12 secretary of the Commonwealth; and the secretary
13 shall give notice of the same to the attorney-general,
14 who shall at once prosecute the same in behalf of the

2
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15 State. The report of the commissioners shall be
16 printed and laid before the legislature at the next
17 session thereof.

1 Sect. 7. Before entering on the duties of their
2 office, the said commissioners shall severally make
3 oath before some justice of a court of record, or be-
-4 fore any two justices of the peace within the Com-
-5 monwealth, a certified copy of which shall be returned
6 within thirty days to the office of the secretary of
7 the Commonwealth, that they will faithfully and
8 impartially discharge and perform all the duties
9 incumbent upon them in their said office, agreeably

10 to the constitution and laws of this Commonwealth,
11 and according to their best abilities and understand-
-12 ing.

1 Sect. 8. Each of the said commissioners shall
2 receive as compensation for his services five dollars for
3 each and every day employed by him, and at the rate
4 of one dollar for every twenty miles’ travel in the
5 performance of the duties prescribed by this act.
6 And the governor is hereby authorized to draw his
7 warrant on the treasury therefor, including compen-
-8 sation for any clerk who may be employed by the
9 said commissioners.

1 Sect. 9. If the commissioners shall find at the
2 examination of any corporation that its officers have
3 violated any of the existing laws in relation to insur-
-4 ance companies, they shall report the same to the
5 secretary of the Commonwealth, who shall, on re-
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6 ceiving such information, cause the law relative
7 thereto to he forthwith executed.

1 Sect. 10. The said commissioners shall see that
2 foreign insurance companies, their general or other
3 agents, duly comply with the laws in relation to for-
-4 eign insurance companies, and shall prosecute all
5 infractions thereof.

1 Sect. 11. So much of the forty-second section of
2 the four hundred and fifty-third chapter of the acts
3 passed in the year 1854 as is inconsistent with the
4 provisions of this act is hereby repealed.

1 Sect. 12. This act shall take effect from and after
2 its passage.




